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PART I
Item 1. Business

ARMOUR Residential REIT, Inc.
1

References to “we,” “us,” “our,” or the “Company” are to ARMOUR Residential 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 Securities LLC ("BUCKLER"), a Delaware limited
liability company and a FINRA-regulated broker-dealer, controlled by ACM and certain executive officers of ARMOUR. Refer to the Glossary of Terms for definitions of
capitalized terms and abbreviations 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 corporation incorporated in 2008. The Company is managed by ACM, an investment advisor registered with the
Securities and Exchange Commission ("SEC"), (see Note 8 and Note 14 to the consolidated financial statements). We have elected to be taxed as a real estate
investment trust ("REIT") under the Internal Revenue Code of 1986, as amended (the "Code"). We believe that we are organized in conformity with the requirements
for qualification as a REIT under the Code and our manner of operations enables us to meet the requirements for taxation as a REIT for federal income tax purposes
(See Real Estate Investment Trust Requirements section below).

Strategies

We seek to create shareholder value through thoughtful investment and risk management that produces current yield and superior risk adjusted returns over
the long term. Our focus on residential real estate finance supports home ownership for a broad and diverse spectrum of Americans by bringing private capital into the
mortgage markets. We are deeply committed to implementing sustainable environmental, responsible social, and prudent governance practices that improve our work
and our world.

We strive to contribute to a healthy, sustainable environment by utilizing resources efficiently. As an organization, we create a relatively small environmental
footprint. Still, we are focused on minimizing the environmental impact of our business where possible.

Assets

At December 31, 2022 and December 31, 2021, we invested in mortgage backed securities ("MBS"), issued or guaranteed by a United States ("U.S.")
Government-sponsored entity ("GSE"), such as the Federal National Mortgage Association ("Fannie Mae"), the Federal Home Loan Mortgage Corporation ("Freddie
Mac"), or a government agency such as Government National Mortgage Administration ("Ginnie Mae") (collectively, "Agency Securities"). Our Agency Securities
consist primarily of fixed rate loans. The remaining are either backed by hybrid adjustable rate or adjustable rate loans. From time to time we have also invested in
Credit Risk and Non-Agency Securities, Interest-Only Securities, U.S. Treasury Securities and money market instruments.

Borrowings

We borrow against our MBS using repurchase agreements. Our borrowings generally have maturities that range from overnight to three months, although
occasionally we may enter into longer dated borrowing agreements. Our borrowings (on a recourse basis) are generally between six and ten times the amount of our
total stockholders’ equity, but we are not limited to that range. The level of our borrowings may vary periodically depending on market conditions. In addition, certain
of our MRAs and ISDAs contain a restriction that prohibits our leverage from exceeding twelve times our total stockholders’ equity as well as termination events in the
case of significant reductions in equity capital.

Hedging

We use derivatives in the normal course of our business to reduce the impact of interest rate fluctuations on our cost of funding consistent with our REIT tax
requirements. These techniques primarily consist of entering into interest rate swap contracts, basis swaps and swaptions and purchasing or selling futures contracts
and may



ARMOUR Residential REIT, Inc.
Business (continued)

2

also include entering into interest rate cap or floor agreements, purchasing put and call options on securities or futures contracts, or entering into forward rate
agreements. Although we are not legally limited, we intend to limit our use of derivative instruments to only those techniques described above and to enter into
derivative transactions only with counterparties that we believe have a strong credit rating to help limit the risk of counterparty default or insolvency. These
transactions are not entered into for speculative purposes.

Our hedging activities are designed so that changes in the fair values of our derivatives will tend to offset changes in the fair values of our MBS. The actual
extent of such offset will depend on the relative size of our derivative portfolio in relation to our MBS and the actual correlation of changes. However, changes in the
fair value of our derivatives are reported in net income, while changes in the fair values of our available for sale securities are reported directly in our total
stockholders’ equity. Therefore, earnings reported in accordance with GAAP will fluctuate even in situations where our derivatives are operating as intended. As a
result of this mark-to-market accounting treatment, our reported results of operations are likely to fluctuate far more than if we used cash flow hedge accounting.
Comparisons with companies that use cash flow hedge accounting for all or part of their derivative activities may not be meaningful.

Management

The Company is managed by ACM, pursuant to a management agreement (see Note 8 and Note 14 to the consolidated financial statements). ACM manages
our day-to-day operations, subject to the direction and oversight of the Board. The management agreement runs through December  31, 2029 and is thereafter
automatically renewed for an additional five-year term unless terminated under certain circumstances.

The management agreement entitles 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. The cost of repurchased stock and any dividend
specifically designated by the Board as liquidation dividends 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 December 31, 2022, December 31, 2021 and December 31, 2020, the effective
management fee, prior to management fees waived, was 0.95%, 0.98% and 1.00% based on gross equity raised of $3,787,042, $3,313,937 and $2,944,169,
respectively.

ACM began waiving 40% of its management fee during the second quarter of 2020 and on January 13, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,400 for the first quarter of 2021 and $800 per month thereafter. On April 20, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,100 for the second quarter of 2021 and $700 per month thereafter. On October 25, 2021, ACM notified ARMOUR that it intended to
adjust the fee waiver from the rate of $700 per month to $650 per month, effective November 1, 2021, until further notice. During the years ended December 31,
2022 and December 31, 2021, ACM waived management fees of $7,800 and $8,600, respectively (see Note 8 to the consolidated financial statements). 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 is further entitled to receive termination fees from us under certain
circumstances.

We are required to take actions as may be reasonably required to permit and enable ACM to carry out its duties and obligations. From time to time, we grant
restricted stock unit awards to our Board and to our executive officers that vest over various periods through 2027 and 2029, respectively (see Note 9 to the
consolidated financial statements).
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Environmental, Social and Governance Initiatives

ARMOUR is committed to best practices in our environmental, social and governance ("ESG") policies. We have incorporated many ESG principles into our
corporate culture over time in growing the Company. We understand that ESG practices can create value by improving the environment and the lives of ACM's
employees, our shareholders, our business partners, and the community and we recognize that understanding our efforts on ESG practices is increasingly important to
those key relationships. ARMOUR’s Nominating and Corporate Governance Committee has primary oversight of our efforts in ESG policies, activities, and
communications. We assess our practices with a goal of meeting or exceeding industry and peer standards. We continually seek opportunities to enhance the
communities where we operate through corporate giving, employee volunteering, human capital development, and environmental sustainability programs. We
continue to evaluate relevant corporate sustainability reporting frameworks with a goal of adopting and implementing best practices in our reporting framework.

Human Capital Resources

Our greatest strength and most important assets are the members of the ARMOUR team. Their overall well-being is paramount to the Company's success.
ACM ensures its employees have a rewarding, supportive, and healthy working environment in which to thrive, and endeavors to support their success in all things. A
diverse and inclusive internal climate is supported. ACM hires on the basis of qualifications and does not discriminate on the basis of sex, age, color, race, religion,
marital status, national origin, ancestry, sexual orientation, physical and mental disability, medical condition, genetic information, veteran status or any other basis
protected by federal, state, or local law. ACM provides employees with opportunities for growth and development, both in the personal and professional spheres, as
well as a wide variety of resources to support their work and personal lives. ACM’s compensation and comprehensive benefits are thoughtfully designed to recognize
and reward their professional skills, resulting in a low voluntary turnover rate for ARMOUR.

Coronavirus ("COVID-19") Response

The health, safety, and security of ACM's employees is of highest priority. Our approach to a COVID-19 response was grounded in the Company’s purpose and
striving to make a difference in our community and workplace. ACM's executives along with the IT department, have constantly monitored the evolving situation and
adapted efforts and responses to ensure a seamless transition to a remote working environment. Internal communications and virtual meetings were increased. There
were no layoffs or salary cuts implemented in response to COVID-19. All of ACM's employees worked remotely ahead of any mandated guidelines and our remote
work protocol has allowed us to shift quickly between in-person and virtual work environments to adapt effectively to changing conditions. The emergence of variant
strains of the COVID-19 virus continues to influence individual and institutional behaviors and likely will for some time to come.

Cybersecurity

We rely on our financial, accounting and other data processing systems. Computer malware, viruses, computer hacking and phishing attacks 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
institutions 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 parties that facilitate our
business activities, have not or will not experience a breach. It is difficult to determine what, if any, negative impact may directly result from any specific interruption
or cyber-attacks or security breaches of our networks or systems (or the networks or systems of third parties that facilitate our business activities) or any failure to
maintain performance.
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ACM has established an Information Technology Steering Committee (the "IT Committee”) to help mitigate technology risks including cybersecurity. One of
the roles of the IT Committee is to oversee cyber risk assessments, monitor applicable key risk indicators, review cybersecurity training procedures, oversee the
Company’s Cybersecurity Incident Response Plan and engage third parties to conduct periodic penetration testing. Our cybersecurity risk assessment includes an
evaluation of cyber risk related to sensitive data held by third parties on their systems. There is no assurance that these efforts will effectively mitigate cybersecurity
risk and mitigation efforts are not an assurance that no cybersecurity incidents will occur.

In addition, our Audit Committee periodically monitors and oversees our information and cybersecurity risks including reviewing and approving any
information and cybersecurity policies, procedures and resources, and reviewing our information and cybersecurity risk assessment, detection, protection, and
mitigation systems.

Funding Activities

If ACM and the Board determine that additional funding is advisable, we may raise such funds through equity offerings (including preferred equity),
unsecured debt securities, convertible securities (including warrants, preferred equity and debt) or the retention of cash flow (subject to provisions in the Code
concerning taxability of undistributed REIT taxable income) or a combination of these methods. In the event that ACM and the Board determine that we should raise
additional equity capital, we have the authority, without stockholder approval, to issue additional stock in any manner and on such terms and for such consideration as
we deem appropriate, at any time. At December 31, 2022, there were 137,088 authorized shares of common stock and 43,153 authorized shares of preferred stock
available for issuance. At December 31, 2022, there were 6,732 authorized shares remaining available for repurchase under our Repurchase Program.

Real Estate Investment Trust Requirements

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. Our qualification
as a REIT depends on our ability to meet, on a continuing basis, various complex requirements under the Code relating to, among other things, the sources of our
gross income, the composition and values of our assets, our distribution levels and the concentration of ownership of our capital stock. 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 federal income tax purposes, we may still be subject to some federal, state and local taxes on our income. See, General risks common to ARMOUR and our
peer mortgage REITs in Item 1A. Risk Factors of this Form 10-K for further discussion.

In order to maintain our qualification as a REIT for U.S. federal income tax purposes, we are required to timely distribute, with respect to each year at least
90% of our REIT taxable income, determined without regard to the deduction for dividends paid and excluding any net capital gain. To satisfy these requirements, we
presently intend to continue to make regular cash distributions of all or substantially all of our taxable income to holders of our stock out of assets legally available for
such purposes. We are not restricted from using the proceeds of equity or debt offerings to pay dividends. The timing and amount of any dividends we pay to holders
of our stock will be at the discretion of our Board and will depend upon various factors, including our earnings and financial condition, maintenance of REIT status,
applicable provisions of MGCL and such other factors as our Board deems relevant. Dividends in excess of REIT taxable income for the year (including taxable income
carried forward from the previous year) will generally not be taxable to common stockholders. The portion of the dividends on our common and preferred stock which
represented non-taxable return of capital was 100.0% in 2022, 100.0% in 2021 and 100.0% in 2020. At December 31, 2022, we had approximately $399,783 in tax
deductible expense relating to previously terminated interest rate swap contracts amortizing through the year 2032.
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Investment Company Act of 1940 Exclusion

We conduct our business so as not to become regulated as an investment company under the 1940 Act. We rely on the exclusion provided by Section 3(c)(5)
(C) of the 1940 Act as interpreted by the staff of the SEC. To qualify for this exclusion we must invest at least 55% of our assets in “mortgages and other liens on and
interest in real estate” or “qualifying real estate interests” and at least 80% of our assets in qualifying real estate interests and “real estate related assets.” In satisfying
this 55% requirement we treat MBS issued with respect to an underlying pool of mortgage loans in which we hold all of the certificates issued by the pool (“whole
pool” securities) as qualifying real estate interests. We currently treat MBS in which we hold less than all of the certificates issued by the pool (“partial pool” securities)
as real estate related assets and not qualifying real estate interests. Our business would be materially and adversely affected if we fail to qualify for an exclusion from
regulation under the 1940 Act. See General risks common to ARMOUR and our peer mortgage REITs in Item 1A. Risk Factors of this Form 10-K for further discussion.     

Compliance with NYSE Corporate Governance Standards

We comply with the corporate governance standards of the NYSE. Our Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee are comprised entirely of independent directors and a majority of our directors are “independent” in accordance with the rules of the NYSE.

Competition

Our success depends, in large part, on our ability to acquire assets with favorable margins over our borrowing costs. In acquiring MBS, we compete with
numerous mortgage REITs, mortgage finance and specialty finance companies, savings and loan associations, banks, mortgage bankers, insurance companies, mutual
funds, institutional investors, investment banking firms, other lenders, governmental bodies and other entities. Additional firms in the marketplace may increase
competition for the available supply of mortgage assets suitable for purchase and could adversely affect the availability and cost of our financing. Many of these
organizations have greater financial resources and access to lower costs of capital than we do. Some of these entities may not be subject to the same regulatory
constraints that we are (i.e., REIT compliance or maintaining an exclusion under the 1940 Act). 

Corporate Information

We are managed by ACM pursuant to a management agreement between ARMOUR and ACM. We do not have any employees. As of December 31, 2022,
ACM had 21 employees that provide services to us.    

Principal office location: 3001 Ocean Drive, Suite 201, Vero Beach, FL 32963

Phone number: (772) 617-4340.

Website: www.armourreit.com.

Our investor relations website can be found under the “Investor Relations” tab at www.armourreit.com. We make available on our website under “SEC
filings,” free of charge, our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports as soon as
reasonably practicable after we electronically file or furnish such materials to the SEC. We also make available on our website, our Board committee charters as well as
our corporate governance documents, including our code of business conduct and ethics and whistleblower policy. Any amendments or waivers thereto will be
provided on our website within four business days following the date of the amendment or waiver. Information provided on our website is not part of this Annual
Report on Form 10-K and not incorporated herein.
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We are required to file Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q with the SEC on a regular basis and are required to disclose certain
material events in a Current Report on Form 8-K.  The SEC also maintains an Internet website that contains reports, proxy and information statements and other
information regarding issuers that file electronically with the SEC. The SEC’s Internet website is located at http://www.sec.gov.
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You should consider carefully all of the risks described below together with the other information contained in this Annual Report on Form 10-K, before
making a decision to invest in our securities. This Annual Report on Form 10-K also contains forward-looking statements that involve risks and uncertainties. The risks
and uncertainties described herein should not be considered to be a complete list of all potential risks that may affect us. Additional risks and uncertainties not
currently known to us, or not presently deemed material by us, may also impair our operations and performance. If any of the following events occur, our business,
financial condition and operating results may be materially adversely affected, the trading price of our securities could decline and you may lose all or part of your
investment. Refer to the Glossary of Terms for definitions of capitalized terms and abbreviations used in this report. U.S. dollar amounts are presented in thousands,
except per share amounts or as otherwise noted.
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Risk Factor Summary

ARMOUR’s business of investing in MBS relies heavily on financial leverage which magnifies our interest rate and spread risks:

• Changes in interest rates generally, and volatility in the relationship between market prices and yields on our MBS and the prices and yields on benchmark fixed
income securities, have previously and may in the future adversely impact our net interest income, total comprehensive income, asset values and stockholders’
equity;

• Our MBS have maturities ranging from 10 to 30 years (although amortization and prepayments reduce average lives) while our repurchase agreement
borrowings generally are for one to 90 days;

• Fed monetary policy significantly influences interest rates and short-term financing availability;
• At December 31, 2022, the fair value of our interest rate swaps was $983,659, which exceeds the amount of our common stock equity of $941,197. The fair

value of our interest rate swaps represents unrealized gains recognized as a result of past interest rate increases. The fair value of these positions will ultimately
go to zero over an uncertain path which will depend on future changes in interest rates and other factors;

• During stressful market conditions, we have sold and may in the future be forced to sell MBS at distressed prices, thereby potentially incurring permanent
equity losses; and

• We have credit exposure to our financing and derivative counterparties for the value of our collateral they hold in excess of our current liabilities.
ARMOUR actively issues new shares and redeems outstanding shares of its common stock:

• We have issued and may in the future issue shares of our common in underwritten “block” or “at the market” offerings, which may adversely impact the market
price of our stock and result in dilution to existing stockholders;

• We may issue stock when investment opportunities are relatively less attractive;
• We may repurchase our common stock at prices below book value, to the potential disadvantage of selling shareholders; and
• Significant changes in the number of shares outstanding over time complicate the understanding of periodic per share calculations.

ARMOUR is externally managed by ACM:

• ACM may terminate the management agreement for any reason without incurring a termination fee. If ACM ceases to be our manager, it may constitute an
event of default under our financing arrangements;

• ACM’s liability is contractually limited and we have agreed to indemnify ACM;
• ACM is not precluded from serving our competitors or pursuing competing businesses;
• Reductions in our total stockholders’ equity have not reduced our management fee expense. ACM’s contractual management fee is calculated using the

contractually defined base “gross equity raised,” which substantially exceeds total stockholders’ equity determined under GAAP. As a result, ACM’s annualized
contractual management fee rate as of December 31, 2022 equaled 3.23% of total stockholders’ equity;

• ACM has voluntarily waived a portion of its contractual management fee. ACM has reduced and may further reduce the amount of or discontinue entirely its
voluntary waiver without our consent; and

• Our management agreement with ACM extends through December 31, 2029. Through that date, the Company is obliged to pay contractual management fees
totaling approximately $260,850 based on gross equity raised as of February  14, 2023. ARMOUR may terminate the agreement without cause only under
limited circumstances, which include a termination fee equal to four times the contractual management fee for the preceding 12 months. This management
agreement will automatically renew for an additional five-
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year term to December 31, 2034 unless the Company gives ACM written notice of non-renewal on or before July 3, 2029 as the result of either (i) a vote of two-
thirds of our independent directors or (ii) a vote of a majority of the shares of common stock outstanding (other than shares held by ACM or its affiliates). The
Board of Directors has previously agreed to, and may in the future agree to, extend the current term of our management agreement without requiring
shareholder approval.

We and equity analysts consider Distributable Earnings as a measure of ARMOUR’s investment performance:

• Distributable Earnings is a non-GAAP measure which excludes gains and losses in portfolio value, which makes Distributable Earnings more stable from month to
month but also makes it an imperfect measure of our overall financial performance as compared to total comprehensive income (loss) computed in accordance
with GAAP. Our Board of Directors considers Distributable Earnings among other factors when declaring dividends on our common stock. Since 2010, ARMOUR
has distributed common stock dividends totaling approximately $1,776,886 while incurring cumulative total comprehensive (loss) attributable to common
stockholders of $(984,207). Such losses include approximately $(622,300) in 2013, $(539,942) in the first quarter of 2020 and $(399,914)in the first three
quarters of 2022; and

• Considering Distributable Earnings may cause ACM to make portfolio decisions that accelerate the realization of losses and delay the realization of gains, which
may not maximize our risk-adjusted returns.

Our affiliate BUCKLER is our largest financing counterparty and placement agent under our ATM program:

• We hold a 10.8% equity ownership in BUCKLER and a subordinated loan for $105 million, which qualifies as regulatory capital;
• BUCKLER relies primarily on bilateral and triparty repurchase agreement funding through the FICC. If BUCKLER became unable to access these facilities, our own

funding could become more difficult and more expensive. We maintain repurchase relationships with other counterparties which may reduce this risk;
• BUCKLER has acted as placement agent for 72% of the shares of common stock that ARMOUR has issued through its ATM programs in 2022;
• BUCKLER provides repurchase financing to third parties and may pursue other lines of business. We cannot guarantee that BUCKLER will not incur losses from

these activities. Significant losses by BUCKLER from other business could impair the value of our investment in BUCKLER and limit BUCKLER’s ability to provide
attractive repurchase financing to ARMOUR; and

• ACM owns 75.4% of the equity in BUCKLER and certain of our officers are also officers and equity owners of BUCKLER, which may lead to conflicts of interest
between BUCKLER and ARMOUR.

General risks common to ARMOUR and our peer mortgage REITs:

• Our ability to make attractive portfolio investments, obtain financing and hedge risks consistent with our strategy;
• Complying with REIT and other tax requirements and Maryland law;
• Maintaining exemptions from the 1940 Act and CFTC commodity pool regulations;
• Our dependence on key personnel, information systems and communication systems;
• We have, and may in the future, declare dividends that exceed our total economic return and repurchase or redeem our common and preferred stock, which

reduces our capital base thereby increasing our expense ratio and potentially limiting our ability to invest in, finance and hedge our MBS portfolio; and
• Capital markets risks related to our securities.
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ARMOUR’s business of investing in MBS relies heavily on financial leverage which magnifies our interest rate and spread risks:

Changes in interest rates impact our level of net interest income, total comprehensive income and stockholders' equity and we cannot always successfully
mitigate such interest rate risks.

We invest predominately in MBS backed by loans with fixed interest rates, and to a lesser extent from time to time, in MBS backed by loans with interest rates
that adjust on a regular basis, usually either monthly or annually. Our MBS have maturities ranging from 10 to 30 years (although average lives are much shorter due
to amortization and prepayments). Our repurchase agreement borrowings generally have maturities ranging from one to 90 days. This mismatch in the interest rate
terms between our assets and our liabilities is the primary source of our ability to generate positive net interest income because long-term interest rates tend to be
higher than short-term rates. Short-term and long-term interest rates do not always move together. If short-term rates increase faster than long-term rates, the
difference between the two may become zero or negative, and we may not have the ability to generate positive net interest income.

Changes in short-term rates will most significantly impact our level of net interest income, with rising interest rates likely to reduce our net interest income.
Changes in long-term rates will initially impact the fair value of our investments in securities, with rising interest rates reducing their fair value. Changes in the fair
values of our available for sale securities are generally not reflected in our net income or our earnings per share, but rather are reflected directly in our stockholders’
equity. Changes in the values of our trading securities are reflected in our income as other gain or loss with rising rates likely to generate losses. Over longer periods of
time, rising long-term interest rates will provide us the opportunity to reinvest principal receipts and otherwise make additional investments in securities with higher
yields.

It can be difficult to predict the impact on interest rates of unexpected and uncertain global political and economic events, such as the outbreak of COVID-19,
epidemic disease, warfare (including the hostilities between Russia and Ukraine), economic and international trade conflicts or sanctions, the change in the political
makeup of the U.S. Congress, or changes in the credit rating of the U.S. government, the United Kingdom, or one or more Eurozone nations; however, increased
uncertainty or changes in the economic outlook for, or rating of, the creditworthiness of the U.S. government, the United Kingdom, or Eurozone nations may have
adverse impacts on, among other things, the U.S. economy, financial markets, the cost of borrowing, the financial strength of counterparties we transact business
with, and the value of assets we hold. Any such adverse impacts could negatively impact the availability to us of short-term debt financing, our cost of short-term debt
financing, our business, and our financial results.

We attempt to mitigate interest rate risk by moderating the amount of our financial leverage, diversifying our securities portfolio across both maturities and
interest rate coupons, and economic hedging with derivatives. For example, we enter into interest rate swaps that require us to pay fixed rates and receive variable
rates. These swaps are designed to offset the fluctuations in the interest costs of our repurchase financing due to movements in short-term interest rates. We record
our derivatives and our trading securities at fair value and periodic changes in fair value are reflected in our net income (loss) and earnings per share. To the extent
that fair value changes on derivatives offset fair value changes in our investments in securities, the fluctuation in our stockholders’ equity will be lower. However, our
income statement volatility will not be reduced, because the fair value changes in our available for sale securities are reflected directly in stockholders’ equity. Rising
interest rates may tend to result in an overall increase in our reported net income even while our total stockholders’ equity declines.
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Volatility in the relationships between the market prices and yields for our securities and certain benchmark prices and interest rates periodically will adversely
affect our net income, earnings per share and stockholders' equity.

The market prices and yields for Agency Securities and interest rate derivatives like those we hold are generally negatively correlated over time to each other
and to certain benchmark prices and interest rates, such as those for U.S. Treasury Securities. Those correlations are never perfect, and can vary widely on occasion,
particularly in times of market stress. This variation in the “spread” relationship among the market yields, and therefore prices, of different instruments can result in
our hedging positions being not as effective as normally would be expected, exposing us to the risk of unexpected volatility in our net income, earnings per share, and
total stockholders’ equity. Our most recent significant experience of this phenomena occurred in the first half of 2020.

Spread risk is difficult and expensive to hedge effectively. Avoiding holding MBS with interest rate spread risk would severely limit our opportunity to generate
net interest income because low spread risk investments, such as U.S. Treasury Securities, usually have substantially lower yields. Our efforts to mitigate spread risk are
limited to attempting to identify characteristics that might cause particular MBS to have relatively higher or lower spread risk under potential future market
conditions. Such characteristics include characteristics of the underlying loans and current market premium levels. However, other investment considerations, such as
prepayment risk, tend to overshadow spread risk in our selection of Agency Securities.

We cannot predict the impact of future Fed monetary policy on the prices and liquidity of Agency Securities or other securities in which we invest, although Fed
action could increase the prices of our target assets and reduce the spread on our investments or decrease our book value.

Changes in Fed policy affect our financial results because 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 investments in securities causes our net income to decline. We cannot predict the impact of any future
actions by the Fed on the prices and liquidity of the securities in which we invest. Future Fed action could reduce the value of our assets, reduce the spread on our
investments and/or decrease our book value. Changes by the Fed in its securities purchase programs or other monetary policy could materially adversely affect our
business, financial condition and results of operations and our ability to pay distributions to our stockholders.

In an effort to tame rising inflation levels, the Fed has been aggressively increasing the Federal Funds Rate since the first quarter of 2022, ending the fourth
quarter of 2022 with a target range of 4.25% and 4.50%, and is likely to continue the hikes. In addition, the Fed’s quantitative tightening policies have included
decreasing the pace of its large-scale purchases of residential MBS and U.S. Treasuries, creating net supply in the market. The combination of these actions have
resulted in an increase in interest rates and a flattening of the yield curve, negatively impacting the market value of our investments and increasing our borrowing
costs since the fourth quarter of 2021 and throughout 2022.

The fair value of our interest rate swaps represents unrealized gains recognized as a result of past interest rate increases. The fair value of these positions will
ultimately go to zero. This exact path of this inevitable decline is uncertain and will depend on future changes in interest rates and other factors.

At December 31, 2022, the aggregate fair value of our interest rate swaps was $983,659, which exceeds the amount of our equity attributable to our common
stock of $941,197. The fair value of our interest rate swaps represents unrealized gains recognized as a result of interest rate increases. Periodic net swap receipts and
payments were forecasted in arriving at the estimated fair values of our swaps. Accordingly, amounts reported as the periodic net coupon effect of our interest rate
swaps largely represent values that were previously recognized elsewhere in total comprehensive income and have relatively less current impact on our total
stockholders’ equity.
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The fair value of our swap positions will ultimately go to zero over their remaining terms, which averaged 73 months as of December 31, 2022. The rate and
exact path of this inevitable decline is uncertain and will depend on future changes in interest rates and other factors, which will also drive the future amounts of net
swap receipts or payments. We also may terminate swaps before their maturity and receive or make final settlement payments based on the estimated fair value of
the swap at the time of termination.

During stressful market conditions, we may be forced to sell MBS at depressed prices, thereby potentially incurring permanent equity losses.

Occasionally, the cash and financing markets for MBS experience temporary periods of significant distress, as evidenced by limited liquidity, low bid prices and
few transactions. In such circumstances, our lenders may increase their margin requirements and significantly reduce their collateral value for our pledged securities.
Our lenders are contractually entitled to adjust margin requirements on relatively short notice and collateral values as frequently as daily. Depending on the duration
and severity of the market distress, ARMOUR has sold, and may in the future need to sell, MBS at prices significantly below their long-term value in order to meet
lender margin calls. We may not be able to participate in any potential market recovery and the resulting losses may permanently and materially reduce our equity.

Our lenders may insist on financing terms that could result in reducing the availability and/or increasing the cost of our financing or may terminate our
financing.

In order to achieve a competitive return for our investors, we use financial leverage to hold a portfolio of MBS that is several times larger than our total
stockholders’ equity. Our borrowings are essentially all in the form of repurchase agreements where we nominally sell MBS to counterparties with an agreement to
repurchase them at a later date. The sale and purchase prices are set several percentage points below the current fair value of the MBS. This “haircut” percentage
provides the counterparty with excess collateral to secure their loan and provides us with an incentive to complete the repurchase transaction on schedule.

There is a risk that our counterparties might be unwilling to continue to extend repurchase financing to us. Changes in regulation, market conditions or the
financial position or business strategy of our counterparties could cause them to reduce or terminate our repurchase financing facilities.

We attempt to mitigate our funding risk by maintaining repurchase funding relationships with a variety of counterparties that are diversified as to size,
character and primary regulatory jurisdiction, including a substantial funding relationship with BUCKLER. We also monitor our borrowing levels with each
counterparty, attempt to establish appropriate additional business relationships beyond our borrowing and regularly communicate with their credit and business
officers responsible for our relationship. From time to time, we explore new funding structures and opportunities, but there can be no assurance that any such
additional funding will become available on attractive terms.

We may not be able to minimize potential credit risks that could arise in the event of bankruptcy of one or more of our counterparties.

Substantially all of our Agency Securities are issued or guaranteed by GSEs, which we consider the functional equivalent of the full faith and credit of the U.S
Government. Our primary credit risk relates to our exposure to our counterparties for the amount of the excess collateral they hold to secure our repurchase financing
and derivative obligations. We would typically become a general unsecured creditor for that amount in the event of the bankruptcy of a counterparty.

Our forward settling transactions, including TBAs, subject us to certain risks, including price risks and counterparty risks. We purchase a portion of our Agency
Securities through forward settling transactions, including TBAs. In a forward settling transaction, we enter into a forward purchase agreement with a counterparty to
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purchase either (i) an identified Agency Security, or (ii) a TBA, or to-be-issued, Agency Securities with certain terms. As with any forward purchase contract, the value
of the underlying Agency Security may decrease between the contract date and the settlement date. Furthermore, a transaction counterparty may fail to deliver the
underlying Agency Securities at the settlement date. If any of the above risks were to occur, our financial condition and results of operations may be materially
adversely affected.

We mitigate our credit risk by evaluating the credit quality of our counterparties on an ongoing basis, reducing or closing positions with counterparties where
we have credit concerns, monitoring our collateral positions to minimize excess collateral balances and diversifying our repurchase financing and derivatives positions
among numerous counterparties. At December 31, 2022 and December 31, 2021, BUCKLER (see Note 14 to the consolidated financial statements) accounted for
50.2% and 49.7%, respectively, of our aggregate borrowings and had an amount at risk of 12.9% and 5.0%, respectively, of our total stockholders' equity.

Factors beyond our control may increase the prepayment speeds on our MBS, thereby reducing our interest income.

Agency Securities backed by single-family residential loans allow the underlying borrowers to prepay their loans without premium or penalty. When
borrowers default on their loans, the GSE or government entity that issued or guaranteed the Agency Securities (including Agency Securities backed by multi-family
loans) pay off the remaining loan balance. Those prepayments, including default payoffs, are passed through to us, reducing the balance of the Agency Security. We
generally purchase Agency Securities at premium prices, and the premium amortization associated with prepayments reduces our interest income.

We experience prepayments on our Agency Security every month and the speed of prepayments varies widely from month to month and across individual
Agency Securities. Factors driving prepayment speeds include the rate of new and existing home sales, the level of borrower refinancing activities and the frequency of
borrower defaults. Such factors are themselves influenced by government monetary, fiscal and regulatory policies and general economic conditions such as the level of
and trends in interest rates, GDP, employment and consumer confidence. Prepayment expectations are an integral part of pricing Agency Securities in the
marketplace. Volatility in actual prepayment speeds creates volatility in the amount of premium amortization we recognize. Higher speeds reduce our interest income
and lower speeds increase our interest income.

We consider our expectations of future prepayments when evaluating the prices at which we purchase and sell Agency Securities. We attempt to mitigate the
risk of unexpected prepayments by identifying characteristics of the underlying loans, such as the loan size, coupon rate, loan age and maturity, geographic location,
borrower credit scores and originator/servicer that might predict relatively faster or slower prepayment speed tendencies for a particular Agency Security. Agency
Securities with characteristics expected to be favorable often command marginally higher prices, or “pay ups.” We seek to purchase Agency Securities with favorable
prepayment characteristics when the required pay ups are relatively lower and may sell our Agency Securities when their pay ups are relatively higher.

ARMOUR actively issues new shares and redeems outstanding shares of its common stock:

We have issued and may in the future issue shares of our common in underwritten “block” or “at the market” offerings, which may adversely impact the
market price of our stock and result in dilution to existing stockholders.

We have historically been active in raising capital for ARMOUR. Through February 2019, we primarily relied on “block” offerings placed through a syndicate of
underwriters to issue new shares of our common stock. The number of shares offered typically represents a multiple of daily trading volume and the offering price is
typically set at a discount to recently reported market prices to facilitate the timely sale to investors. The public announcement of the transactions may depress
market trading prices, potentially for an extended period of time.
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We continue from time to time to evaluate underwritten block offerings and may execute one or more in the future depending on overall considerations of size,
pricing and market conditions.

Since 2020, we have relied on “at the market” offerings (or “ATM”) to issue new shares of our common stock. Under our ATM programs, we instruct a
placement agent to accept bids and post offers for our stock in the regular trading markets throughout the trading day. These transactions are typically executed
through automated trading algorithms and subject to limits including minimum sales prices and maximum percentage of trading volume. A placement agent may also
entertain direct offers from its institutional customers on our behalf. Our ATM sales are not the subject of contemporaneous public reporting. Therefore, the direct
impact on overall market trading prices for our stock is difficult to discern, but may also be negative. Fees to placement agents for ATM transactions represent a lower
percentage of stock proceeds than underwriting fees for block offerings.

We consider the potential dilution of existing shareholders as part of our decision to issue new shares. ARMOUR’s board of directors has authorized the
issuance of new common shares where the net proceeds to the Company, after fees and expenses, represents at least 93.5% of our most recent estimate of
ARMOUR’s book value per common share. We endeavor to achieve net proceeds representing a higher percentage. For 2022, we realized net proceeds that averaged
approximately 98% of recently estimated book value, resulting in an aggregate dollar dilution of $9,528. We also consider the favorable impact of spreading
administrative and operating expenses over an increased number of common shares.

We may issue stock when investment opportunities are relatively less attractive.

The market trading price of our common stock tends to be positively correlated with the general price levels of the MBS that represent our target
investments. Therefore, opportunities to raise capital at attractive prices may occur when potential investment opportunities are relatively less attractive. Accordingly,
we may temporarily invest the proceeds of stock issuances by reducing our repo borrowings on our existing portfolio or purchasing US Treasuries or other assets in
anticipation of more attractive MBS investment opportunities in the future.

Typically, we purchase our MBS for regular settlement, which occurs only once a month. Accordingly, even when we are able to invest the proceeds of stock
issuances in MBS at attractive prices, there may be a temporary delay before we begin to earn investment income.

We may repurchase our common stock at prices below book value, to the potential disadvantage of selling stockholders.

We only repurchase stock by accepting unsolicited offers in open market transactions and only when the market trading price is significantly below our
current estimate of ARMOUR’s book value per common share. These depressed market trading prices may be temporary as a result of relatively transient anomalies.
Selling stockholders may base their decisions on less sophisticated research and analytical tools than are available to ARMOUR, and therefore be at a potential
disadvantage.

Significant changes in the number of shares outstanding over time complicate the understanding of periodic per share calculations.

GAAP requires that earnings per share amounts be calculated based on the time-weighted average number of shares outstanding during each period. The
weighted average shares outstanding used in the denominator of each per share calculation is determined separately for each quarterly and year-to-date period.
Therefore, the resulting per share amounts are not additive across periods when the number of shares outstanding is changing significantly. GAAP explicitly recognizes
this result (“denominator effect”), even though it is often not material because the number of shares outstanding often remains relatively constant from period to
period.
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We regularly report book value per common share, which is calculated as stockholders’ equity attributable to common stockholders (net of liquidation
preferences on preferred stock) divided by the number of shares outstanding. Changes in book value per common share are partially explained by total comprehensive
income or loss per share and common per share dividends declared. The residual difference between the beginning and ending book value per share is attributed to
the net accretive or dilutive effect of our capital activities (share issuances and repurchases). Consequently, any denominator effect across time periods relating to
total comprehensive income or loss per share will result in an equal offsetting effect in the attributed net accretion or dilution.

The following table illustrates these denominator effects for ARMOUR for 2022.

Q1
2022

Q2
2022

Q3
2022

Q4
2022 December 31, 2022

Comprehensive Income (loss) available (related) to common
stockholders $ (147,967) $ (96,237) $ (155,710) $ 39,502  $ (360,412)
Weighted average common shares outstanding 96,226  106,514  123,251  145,847  117,968 
Comprehensive Income (loss) per common share $ (1.54) $ (0.90) $ (1.26) $ 0.27  $ (3.06)

Beginning Book Value per Common Share $ 10.33  $ 8.48  $ 7.25  $ 5.83  $ 10.33 
Comprehensive Income (loss) per common share (1.54) (0.90) (1.26) 0.27  (3.06)
Dividends Declared per common Share (0.30) (0.30) (0.30) (0.30) (1.20)
Accretive (Dilutive) Effect of Capital Activity (0.01) (0.03) 0.14  (0.02) (0.29)
Ending Book Value per Common Share $ 8.48  $ 7.25  $ 5.83  $ 5.78  $ 5.78 

(1) Per shares amounts are not intended to be added across periods under GAAP. In this illustration, comprehensive loss per common share for the year ended
December 31, 2022, is $0.37 per share lower than the algebraic sum of corresponding amounts for the four individual quarters of the year. Similarly, the dilutive
effect of our capital activity is $0.37 per common share larger when calculated on an annual basis as compared to the algebraic sum of the individual quarterly
calculations.

The denominator effect is also present when aggregating days into a month or months into a quarter for purposes of per share calculations. Accordingly, the
attributed accretion or dilution we report for a quarter or longer period may not be fully representative of the daily results of our capital activities.

ARMOUR is externally managed by ACM:

ACM may terminate the management agreement for any reason. If ACM ceases to be our investment manager, financial institutions providing any financing
arrangements to us may not provide future financing to us.

The management agreement allows ACM to terminate its service to ARMOUR for any reason upon 180 days prior written notice. No termination fee shall be
due from ACM to ARMOUR following any termination by ACM.

Financial institutions that finance our investments may require that ACM continue to act in such capacity. If ACM ceases to be our manager, it may constitute
an event of default and the financial institution providing the arrangement may have acceleration rights with respect to outstanding borrowings and termination rights
with respect to our ability to finance our future investments with that institution. If we are unable to obtain financing

(1)
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for our accelerated borrowings and for our future investments under such circumstances, it is likely that we would be materially and adversely affected.

ACM’s liability is limited under the management agreement and we have agreed to indemnify ACM and its affiliates against certain liabilities. As a result, we
could experience poor performance or losses for which ACM would not be liable.

The management agreement limits the liability of ACM and any directors and officers of ACM for money damages, except for liability resulting from actual
receipt of an improper benefit or profit in money, property or services, or a final judgment based upon a finding of active and deliberate dishonesty by the director or
officer that was material to the cause of action adjudicated.

Pursuant to the management agreement, ACM will not assume any responsibility other than to render the services called for thereunder and will not be
responsible for any action of our Board in following or declining to follow its advice or recommendations. ACM and its affiliates, directors, officers, stockholders, equity
holders, employees, representatives and agents and any affiliates thereof, will not be liable to us, our stockholders, any subsidiary of ours, the stockholders of any
subsidiary of ours, our Board, any issuer of mortgage securities, any credit-party, any counterparty under any agreement, or any other person for any acts or
omissions, errors of judgment or mistakes of law by ACM or its affiliates, directors, officers, stockholders, equity holders, employees, representatives or agents, or any
affiliates thereof, under or in connection with the management agreement, except if ACM was grossly negligent, acted with reckless disregard or engaged in willful
misconduct or fraud while discharging its duties under the management agreement. We have agreed to indemnify ACM and its affiliates, directors, officers,
stockholders, equity holders, employees, representatives and agents and any affiliates thereof, with respect to all expenses, losses, costs, damages, liabilities,
demands, charges and claims of any nature, actual or threatened (including reasonable attorneys’ fees), 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 any capacity contemplated
under the management agreement or pursuant to any underwriting or similar agreement to which ACM is a party that is related to our activities, unless ACM was
grossly negligent, acted with reckless disregard or engaged in willful misconduct or fraud while discharging its duties under the management agreement. As a result,
we could experience poor performance or losses for which ACM would not be liable.

In addition, our articles of incorporation provide that no director or officer of ours shall be personally liable to us or our stockholders for money damages.
Furthermore, our articles of incorporation permit and our by-laws require, us to indemnify, pay or reimburse any present or former director or officer of ours who is
made or threatened to be made a party to a proceeding by reason of his or her service to us in such capacity. Officers and directors of ours who are also officers of
ACM will therefore benefit from the exculpation and indemnification provisions of our articles of incorporation and by-laws and accordingly may not be liable to us in
such circumstances.

There are potential conflicts of interest with current and future investment entities affiliated with ACM.

There are potential conflicts of interest in allocating investment opportunities among us and other funds, investment vehicles and ventures managed by ACM.
ACM and its affiliates may in the future form additional funds or sponsor additional investment vehicles and ventures that have overlapping objectives with us and
therefore may compete with us for investment opportunities and ACM resources. ACM has an allocation policy that addresses the manner in which investment
opportunities are allocated among the various entities and strategies for which they provide investment management services. However, we cannot assure you that
ACM will always allocate every investment opportunity in a manner that is advantageous for us; indeed, we may expect that the allocation of investment opportunities
will at times result in our receiving only a portion of, or none of, certain investment opportunities.
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There are potential conflicts of interest with the allocation of investment opportunities by ACM.

In allocating investment opportunities among us and any other funds or accounts that may be managed by them, ACM's personnel are guided by the
principles that they will treat all entities fairly and equitably, they will not arbitrarily distinguish among entities and they will not favor one entity over another.

In allocating a specific investment opportunity among funds or accounts, ACM will make a determination, exercising its judgment in good faith, as to whether
the opportunity is appropriate for each entity. Factors in making such a determination may include an evaluation of each entity's liquidity, overall investment strategy
and objectives, the composition of the existing portfolio, the size or amount of the available opportunity, the characteristics of the securities involved, the liquidity of
the markets in which the securities trade, the risks involved, and other factors relating to the entity and the investment opportunity. ACM is not required to provide
every opportunity to each entity.

If ACM determines that an investment opportunity is appropriate for us, then ACM will allocate that opportunity in a manner that it determines, exercising its
judgment in good faith, to be fair and equitable, taking into consideration all allocations taken as a whole. ACM has broad discretion in making that determination, and
in amending that determination over time.

In the future, ACM may adopt additional conflicts of interest resolution policies and procedures designed to support the equitable allocation and to prevent
the preferential allocation of investment opportunities among entities with overlapping investment objectives.

Members of our management team have competing duties to other entities, which could result in decisions that are not in the best interests of our
stockholders.

Our executive officers and the employees of ACM are not required to spend all of their time managing our activities and our investment portfolio. Our
executive officers and the employees of ACM currently allocate a substantial majority of their time to ARMOUR. Certain executive officers and the employees of ACM
also allocate some of their time to other businesses and activities. None of these individuals is required to devote a specific minimum amount of time to our affairs,
and the portion of their time devoted elsewhere could become material. As a result of these overlapping responsibilities, there may be conflicts of interest among and
reduced time commitments from our officers and employees of ACM that we will face in making investment decisions on our behalf. Accordingly, we will compete with
ACM, and its existing activities, other ventures and possibly other entities in the future for the time and attention of these officers.

In the future, we may enter, or ACM may cause us to enter, into additional transactions with ACM or its affiliates. In particular, we may make loans to ACM or
its affiliates or purchase, or ACM may cause us to purchase, assets from ACM or its affiliates or make co-purchases alongside ACM or its affiliates. These transactions
may not be the result of arm’s length negotiations and may involve conflicts between our interests and the interests of ACM and/or its affiliates in obtaining favorable
terms and conditions.

ACM's management fees are calculated based on our gross equity raised and not on our performance. Gross equity raised substantially exceeds total
shareholders' equity determined in accordance with GAAP and management fee expenses do not decline with reductions in our total stockholders' equity. As a result,
ACM's annualized contractual management fee rate as of December 31, 2022, equaled 3.23% of stockholders' equity.

The management agreement entitles ACM to receive a management fee payable monthly in arrears calculated based on gross equity raised (see Note 9 and
Note 15 to the consolidated financial statements). The annualized management fee rate is (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 relating to both our common and preferred stock, plus
brokerage commissions and other costs of capital raising. Amounts paid to
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shareholders to repurchase common and preferred stock, before any brokerage commissions and costs, reduce gross equity raised. Dividends specifically designated
by the Board as liquidation dividends reduce the amount of gross equity raised. To date the Board has made no such specific designation of any of the dividends paid
by the Company. Pursuant to prior versions of the management agreement, gross equity raised was reduced by $123,199 to reflect dividends paid in in excess of
taxable income prior to January 1, 2016. Regular dividends (including those treated as a return of capital for tax purposes on or after January 1, 2016) and investment
losses do not reduce gross equity raised. Investment gains and net income do not increase gross equity raised. Accordingly, we have experienced and may continue to
experience reductions in our total stockholders’ equity without a commensurate reduction in management fee expense.

At December 31, 2022 gross equity raised totaled $3,787,042 resulting in an effective contractual management fee rate, prior to management fees waived, of
0.95%. The resulting annualized contractual management fee of $35,903 represents 3.23% of the Company’s total stockholders’ equity determined in accordance with
GAAP of $1,112,372 at December 31, 2022.

ACM is entitled to receive monthly management fees that are based on gross equity raised regardless of our performance. Accordingly, ARMOUR has paid,
and may in the future pay, significant management fees to ACM for a given month in which we experience a total comprehensive loss. ACM’s entitlement to such
significant nonperformance-based compensation may not provide sufficient incentive to ACM to devote its time and effort to source and maximize risk adjusted
returns on our investment portfolio, which could, in turn, adversely affect our ability to pay dividends to our stockholders and the market price of our stock. Further,
the management fee structure gives ACM the incentive to maximize gross equity raised by the issuance of new equity securities or the retention of existing equity,
regardless of the effect of these actions on existing stockholders. In other words, the management fee structure will reward ACM primarily based on the size of our
equity raised and not on our current common equity capital or financial returns to common stockholders.

ACM has voluntarily waived a portion of its contractual management fee. ACM has reduced, and may further reduce, the amount of or discontinue entirely its
voluntary fee waiver without our consent.

ACM began waiving 40% of its management fee beginning with the second quarter of 2020. ACM reduced the fee waiver to the rate of $8,600 and $7,800 for
the years ended December 31, 2021 and December 31, 2022, respectively. ACM has adjusted the fee waiver rate to $1,650 for the first quarter of 2023 and $550 per
month thereafter until further notice (see Note 8 to the consolidated financial statements). ACM may prospectively further reduce the amount of or discontinue
entirely its voluntary fee waiver at its sole discretion and without requiring our consent.

The termination of the management agreement may be difficult and costly.

We may not terminate our management agreement with ACM before December 31, 2029, except for cause or in connection with the liquidation of ARMOUR
or certain business combination transactions. For the period from January 1, 2023 through December 31, 2029, ARMOUR is obliged to pay contractual management
fees totaling approximately $260,850 based on gross equity raised as of February 14, 2023, the date of the most recent management contract extension.

The term “cause” is limited to those circumstances described in the management agreement with ACM and generally includes a final court determination of
material breach of the management agreement, willful misconduct, gross negligence or fraud. Upon a termination by us in connection with the liquidation of
ARMOUR or certain business combination transactions the management agreement provides that ARMOUR will pay ACM a termination payment equal to four times
the contractual base management fee payable to ACM in the preceding full 12 months, calculated as of the effective date of the termination of the agreement. ACM's
voluntary fee waiver does not reduce the amount of such termination payment. The contractual management fee payable to ACM for
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the 12 months ended December 31, 2022, was $33,714. The contractually required termination payment would increase the effective cost to us to terminate the
management agreement in connection with the liquidation of ARMOUR or certain business combinations and adversely affecting ARMOUR's attractiveness as a
potential business combination target.

ARMOUR does not have the contractual right to voluntarily end our relationship with ACM before December 31, 2029, even if we believe ACM’s performance
is not satisfactory. Accordingly, we would need to negotiate a mutually agreeable termination settlement in order to internalize new management of ARMOUR or
engage a different manager. Such a negotiated termination settlement may be difficult and costly to achieve.

The management agreement with ACM will automatically renew for an additional 5-year term unless ARMOUR gives 180-day written notice of non-renewal.

The current term of our management agreement with ACM extends through December 31, 2029. This management agreement will automatically renew for
an additional five-year term to December 31, 2034 unless ARMOUR gives ACM written notice of non-renewal on or before July 3, 2029. Such non-renewal notice
requires either two-thirds of our independent directors or holders of a majority of the common stock outstanding to find that (i) there has been unsatisfactory
performance by ACM that is materially detrimental to ARMOUR or (ii) that the compensation to ACM is unfair, in which case ACM may endeavor to renegotiate such
compensation on terms agreeable to two-thirds of the independent directors.

The management agreement was not negotiated on an arm’s-length basis and the terms, including fees payable, may not be as favorable to us as if they were
negotiated with an unaffiliated third-party.

The management agreement that we entered into with ACM was negotiated between related parties, and we did not have the benefit of arm’s-length
negotiations of the type normally conducted with an unaffiliated third-party. The terms of the management agreement, including fees payable, may not reflect the
terms that we may have received if it were negotiated with an unrelated third-party. In addition, we may choose not to enforce, or to enforce less vigorously, our rights
under the management agreement because of our desire to maintain our ongoing relationship with ACM.

We and equity analysts consider Distributable Earnings as a measure of ARMOUR’s investment performance:

Distributable Earnings is a non-GAAP measure which excludes gains and losses, and therefore is an imperfect measure of our overall financial performance.
Distributable Earnings is not a standardized metric.

We consider Distributable Earnings as a measure of our investment performance and discuss our periodic financial results in terms of Distributable Earnings
in our press releases and conference calls with equity analysts. We believe that Distributable Earnings is useful to investors because it is related to the amount of
dividends we may distribute. Distributable Earnings is a non-GAAP measure defined as net interest income plus TBA Drop Income adjusted for the net coupon effect of
interest rate swaps minus net operating expenses. Distributable Earnings differs, potentially significantly, from net interest income and from total comprehensive loss
(which includes realized gains and losses and market value adjustments).
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The following table illustrates the relationship between Distributable Earnings and net interest income and total comprehensive income for the year ended
December 31, 2022.

December 31, 2022
Net Interest Income $ 107,638 
TBA Drop Income 24,661 
Net interest income on interest rate swaps and futures contracts 53,093 
Total Expenses after fees waived (37,833)
Distributable Earnings $ 147,559 

Total Comprehensive Loss $ (348,430)
Items Excluded From Distributable Earnings:
Loss on MBS $ 1,107,465 

Loss on U.S. Treasury Securities 152,777 
Loss on TBA Securities, less TBA Drop Income 162,313 
Amortization of prior unrealized net gains 90,928 
Unrealized gain on interest rate swaps (922,066)
Futures contracts gains (95,428)

Add back excluded net losses $ 495,989 
Distributable Earnings $ 147,559 

Distributable Earnings is based on the historical cost basis of our Agency Securities and interest rate swaps, while we report substantially all of our assets and
liabilities at current fair values. As a result, Distributable Earnings may include amounts that were recognized and reported elsewhere in our consolidated financial
statements previously. For example, the net coupon effect of interest rate swaps is the primary driver of market value adjustments on these positions that were
recognized in total comprehensive loss and total stockholders’ equity in prior periods.

Distributable Earnings is an incomplete measure of the Company’s financial performance. Distributable Earnings should be considered as supplementary to,
and not as a substitute for, the Company’s net interest income and total comprehensive income (loss) computed in accordance with GAAP as a measure of the
Company’s financial performance.

Other mortgage REITs report Distributable Earnings or similar measures that are calculated on a different basis than the basis we use. For example, other
calculations may exclude some or all prepayment effects and/or more or less hedging activities. Because Distributable Earnings is not a standardized metric, it may not
be directly comparable across various reporting companies.

Considering Distributable Earnings may not provide sufficient incentive to ACM to maximize risk adjusted returns on our investment portfolio.

Because Distributable Earnings excludes gains and losses in portfolio value, using it as a measure of investment performance may encourage ACM to make
portfolio decisions on our behalf that have the effect of accelerating the realization of losses and delaying the realization of gains. For example, in declining interest
rate environments, we may replace interest rate swaps that have declined in value with new swaps requiring a lower fixed coupon payment while retaining in portfolio
appreciated mortgage securities. Conversely, in rising interest
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rate environments, we may replace mortgage securities that have declined in value with new, higher coupon securities while retaining interest rate swaps that have
increased in value.

Our affiliate BUCKLER is our largest financing counterparty and placement agent under our ATM program:

A material portion of our aggregate repurchase financing is facilitated through BUCKLER.

At December 31, 2022, BUCKLER provided approximately $3,247,474, or 50.2% of ARMOUR’s repurchase financing. BUCKLER is subject to various broker-
dealer regulations. BUCKLER’s failure to comply with these regulations, facilitate attractive repurchase financing and its ability to conduct business with third parties
could adversely affect ARMOUR’s funding costs, “haircuts” and/or counterparty exposure.

We hold a 10.8% equity ownership interest in BUCKLER and additionally, provided it with an aggregate of $105.0 million in an unsecured subordinated loan
which qualifies as regulatory capital.

The primary purpose of our investment in BUCKLER is to facilitate our access to repurchase financing, on potentially more attractive terms (considering rate,
term, size, haircut, relationship, and funding commitment) compared to other suitable repurchase financing counterparties. To facilitate this, a subsidiary of ARMOUR
has made a $105.0 million subordinated loan to BUCKLER, which qualifies as regulatory capital, and holds a 10.8% equity ownership interest in BUCKLER (see Note 14
to the consolidated financial statements). We cannot guarantee that BUCKLER will be able to provide repurchase financing on more attractive terms in the future.

BUCKLER relies primarily on bilateral and triparty repurchase agreement funding through the FICC.

BUCKLER’s ability to access bilateral and triparty repo funding and to raise funds through the General Collateral Finance Repo service offered by the FICC,
requires that it continuously meet the regulatory and membership requirements of FINRA and the FICC, which may change over time. If BUCKLER fails to meet these
requirements and is unable to access such funding, we would be required to find alternative funding, which we may be unable to do, and our funding costs, “haircuts”
and/or counterparty exposure could increase, and our liquidity could be adversely impacted.

ARMOUR continues to maintain active repurchase financing arrangements with numerous other counterparties with the intention of reducing our risk of
relying primarily on BUCKLER. At December 31, 2022, we had repurchase borrowings from 16 different counterparties including BUCKLER. However, there can be no
assurance as to the availability, terms, or cost of additional repurchase financing that might be available from other counterparties if we needed to replace BUCKLER’s
financing capacity, particularly on short notice or during times of market distress.

BUCKLER is the primary placement agent for ARMOUR's common share ATM Programs.

BUCKLER has acted as placement agent for 72% of the shares of common stock that ARMOUR has issued through its ATM programs in 2022. BUCKLER’s
commission rate for these placements has been lower than the commission rates of other placement agents involved in our ATM program. Placement commissions
represent a significant contribution to BUCKLER profitability. If BUCKLER became unable to participate in our ATM program, our placement costs would increase. If we
reduce the volume of ATM placements with BUCKLER, its profitability would be adversely affected.

BUCKLER may pursue business opportunities with third parties.

So long as our subordinated loan is outstanding, our independent directors must approve, in their sole discretion, any third-party business engaged by
BUCKLER. However, we cannot guarantee that BUCKLER’s pursuit of business with third parties will not incur losses for us or that BUCKLER will be able to continue to
provide us with attractive repurchase financing.
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There are conflicts of interest in our relationship with ACM and its affiliates, including BUCKLER, which could result in decisions that are not in the best
interests of our stockholders.

We are subject to conflicts of interest arising out of our relationship with ACM and its affiliates, including BUCKLER. Entities affiliated with Mr. Ulm and Mr.
Zimmer are the general partners of ACM and each of Mr. Ulm, Mr. Zimmer, Mr. Staton and Mr. Bell is a limited partner in ACM. ACM and our executive officers control
BUCKLER.

The management agreement with ACM may create a conflict of interest and the terms, including fees payable to ACM, may not be as favorable to us as if they
had been negotiated with an unaffiliated third-party. In addition, we may choose not to enforce, or to enforce less vigorously, our rights under the management
agreement because of our desire to maintain our ongoing relationship with ACM. ACM maintains a contractual and fiduciary relationship with us. The management
agreement with ACM does not prevent ACM and its affiliates from engaging in additional management or investment opportunities some of which will compete with
us. ACM and its affiliates may engage in additional management or investment opportunities that have overlapping objectives with ours and may thus face conflicts in
the allocation of investment opportunities to these other investments. Such allocation is at the discretion of ACM and there is no guarantee that this allocation would
be made in the best interest of our stockholders. We are not entitled to receive preferential treatment as compared with the treatment given by ACM or its affiliates to
any investment company, fund or advisory account other than any fund or advisory account which contains only funds invested by ACM (and not of any of its clients or
customers) or its officers and directors. Additionally, the ability of ACM and its respective officers and employees to engage in other business activities may reduce the
time spent and resources used managing our activities.

ACM owns 75.4% of the equity of BUCKLER. BUCKLER may offer repurchase agreement financing to us at rates and terms that may be less advantageous to us
than if they had been negotiated with third parties.

General risks common to ARMOUR and our peer mortgage REITs:

We operate in a highly competitive market for investment opportunities and related financing and competition may limit our ability and financing to acquire
desirable investments in our target assets, obtain necessary financing and could also affect the pricing of these assets and cost of funds.

We operate in a highly competitive market for investment opportunities and borrowing facilities. Our profitability depends, in large part, on our ability to
acquire our target assets at attractive prices and finance them economically. In acquiring and financing our target assets, we will compete with a variety of institutional
investors, including other REITs, specialty finance companies, public and private funds, government entities, commercial and investment banks, commercial finance
and insurance companies and other financial institutions. Several of our competitors are substantially larger and have considerably greater financial, technical,
marketing and other resources than we do. Several other REITs may have investment objectives that overlap with ours, which may create additional competition for
investment opportunities and financing. Some competitors may have a lower cost of funds and access to funding sources that may not be available to us, such as
funding from the U.S. or foreign governments. Many of our competitors are not subject to the operating constraints associated with REIT tax compliance or
maintenance of an exemption from the 1940 Act. In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could
allow them to consider a wider variety of investments and establish more relationships than us. Furthermore, competition for investments in our target assets may
lead to the price of such assets increasing, which may further limit our ability to generate desired returns. We cannot provide assurance that the competitive pressures
we face will not have a material adverse effect on our business, financial condition and results of operations. Also, as a result of this competition, desirable
investments in our target assets may be limited in the future and we may not be able to take advantage of attractive investment opportunities from time to time, as
we can provide no assurance that we will be able to identify, finance and make investments that are consistent with our investment objectives.
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Our ability to buy or sell our securities and arrange our repurchase financing may be severely limited or not profitable and we may be required to post
additional collateral in connection with our financing.

We buy and sell our securities and arrange our repurchase financing in privately negotiated transactions with banks, brokers, dealers, or principal counter
parties such as originators, the GSEs and other investors. Without the benefit of a securities exchange, there may be times when the supply of or demand for the MBS
we wish to buy or sell is severely limited. The bid-ask spread between the prices at which we can purchase and sell MBS may also become temporarily wide relative to
historical levels. This could exacerbate our losses or limit our opportunities to profit during times of market stress or dislocation. It may also reduce the amount of
repurchase financing that our lenders are willing to provide. We attempt to mitigate this risk by concentrating our investments in MBS that have more widespread
trading interest resulting in deeper and more liquid trading.

All of our repurchase financing has daily collateral maintenance requirements, and a substantial portion of our MBS are pledged as collateral. These collateral
requirements are monitored by our counterparties and we may be required to post additional collateral when the value of our posted collateral declines. We attempt
to mitigate this risk by moderating the amount of our financial leverage, monitoring collateral maintenance requirements, timely calling for collateral (or a return of
collateral) from our counterparties, and maintaining reserve liquidity in the form of cash or unpledged Agency Securities that are widely acceptable as collateral. By
concentrating our investments in more liquid Agency Securities, we also seek to be able to quickly sell positions and reduce our financial leverage if necessary.

The daily collateral maintenance required for our repurchase financing and our hedging derivatives generally move in opposite directions as market interest
rates change. However, because market yields on our Agency Securities are not perfectly correlated with interest rate swap market yields, it is likely that our daily
requirements to post collateral to our counterparties will not equal the collateral our counterparties are required to post to us. In times of higher market volatility,
those differences can become more significant.

Exchange-traded swaps and futures have higher initial margin requirements than bilateral swap agreements.

Historically, we have primarily used bilateral interest rate swaps that were privately negotiated with counterparties. Under the Dodd-Frank Act, certain swaps
are required to clear through a registered clearing facility and traded on a designated exchange or swap execution facility. As more swap transactions are being
executed through clearing facilities, our ability to enter into new bilateral swaps is waning. We have begun using exchange -traded futures contracts and cleared swaps
in place of bilateral swaps. While these contracts are more liquid than bilateral swaps, they also may require substantially higher initial margin deposits. For example,
longer tenor cleared swaps may require initial margin deposits currently as high as 4.5% of the notional swap amount. Higher initial margin requirements will increase
our need for liquidity.

We may change our target assets, financing and investment strategy and other operational policies without stockholder consent, which may adversely affect
the market price of our common stock and our ability to make distributions to stockholders.

Within our overall investment guidelines, we may change our target assets financing strategy and investment guidelines at any time without the consent of
our stockholders, which could result in our making investments that are different from, and possibly riskier than, the investments described in this Annual Report on
Form 10-K. Our Board also determines our other operational policies and may amend or revise such policies, including our policies with respect to our REIT
qualification, acquisitions, dispositions, operations, indebtedness and distributions, or approve transactions that deviate from these policies, without a vote of, or
notice to, our stockholders. A change in our targeted investments, financing strategy, investment guidelines and other operational policies may increase our exposure
to interest rate risk, default risk and real estate market
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fluctuations, all of which could adversely affect the market price of our stock and our ability to make distributions to our stockholders.

There are significant restrictions on ownership of our common stock.

In order for us to maintain our qualification as a REIT under the Code, not more than 50% in value of the issued and outstanding shares of our capital stock
may be owned, actually or constructively, by five or fewer individuals (as defined in the Code to include certain entities) at any time during the last half of each taxable
year (other than our first year as a REIT). This test is known as the “5/50 test.” Attribution rules in the Code apply to determine if any individual actually or
constructively owns our capital stock for purposes of this requirement, including, without limitation, a rule that deems, in certain cases, a certain holder of a warrant
or option to purchase stock as owning the shares underlying such warrant or option and a rule that treats shares owned (or treated as owned, including shares
underlying warrants) by entities in which an individual has a direct or indirect interest as if they were owned by such individual. Additionally, at least 100 persons must
beneficially own our capital stock during at least 335 days of each taxable year (other than our first year as a REIT). While we believe that we meet the 5/50 test, no
assurance can be given that we will continue to meet this test.

Our charter prohibits beneficial or constructive ownership by any person of more than 9.8% in value or in number of shares, whichever is more restrictive, of
the outstanding shares of our common stock or all classes of our capital stock. Additionally, our charter prohibits beneficial or constructive ownership of our stock that
would otherwise result in our failure to qualify as a REIT. In each case, such prohibition includes a prohibition on owning warrants or options to purchase stock if
ownership of the underlying stock would cause the holder or beneficial owner to exceed the prohibited thresholds. The ownership rules in our charter are complex
and may cause the outstanding stock owned by a group of related individuals or entities to be deemed to be owned by one individual or entity. As a result, these
ownership rules could cause an individual or entity to unintentionally own shares beneficially or constructively in excess of our ownership limits. Any attempt to own
or transfer shares of our common or preferred stock, in excess of our ownership limits without the consent of our board of directors shall be void, and will result in the
shares being transferred to a charitable trust. These provisions may inhibit market activity and the resulting opportunity for our stockholders to receive a premium for
their shares that might otherwise exist if any person were to attempt to assemble a block of shares of our stock in excess of the number of shares permitted under our
charter and which may be in the best interests of our stockholders. We may grant waivers from the 9.8% charter restriction for holders where, based on
representations, covenants and agreements received from certain equity holders, we determine that such waivers would not jeopardize our status as a REIT.

If we fail to comply with the REIT tax requirements, we must dispose of a portion of our assets within 30 days after the end of the calendar quarter in order to
avoid losing our REIT status and suffering adverse tax consequences. If we fail to qualify as a REIT, we will be subject to federal income tax as a regular corporation and
may face substantial tax liability.

Qualification as a REIT involves the satisfaction of numerous requirements (some on an annual or quarterly basis) established under highly technical and
complex provisions of the Code for which only a limited number of judicial or administrative interpretations exist. We believe we currently satisfy all the requirements
of a REIT. However, the determination that we satisfy all REIT requirements requires an analysis of various factual matters and circumstances that may not be totally
within our control. We have not requested and do not intend to request a ruling from the IRS that we qualify as a REIT. Accordingly, we are not certain we will be able
to qualify and remain qualified as a REIT for federal income tax purposes. Even a technical or inadvertent mistake could jeopardize our REIT status. Furthermore, the
U.S. Congress or the IRS might change tax laws or regulations and the courts might issue new rulings, in each case potentially having retroactive effect, which could
make it more difficult or impossible for us to qualify as a REIT.

If we fail to qualify as a REIT in any tax year, then:
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• we would be taxed as a regular domestic corporation, which, among other things, means that we would be unable to deduct distributions to stockholders in
computing taxable income and would be subject to federal income tax on our net income at regular corporate rates;

• any resulting tax liability could be substantial and would reduce the amount of cash available for distribution to stockholders and could force us to liquidate
assets at inopportune times, causing lower income or higher losses than would result if these assets were not liquidated; and

• unless we were entitled to relief under applicable statutory provisions, we would be disqualified from treatment as a REIT for the subsequent four taxable
years following the year during which we lost our qualification and thus, our cash available for distribution to our stockholders would be reduced for each of
the years during which we do not qualify as a REIT.

If we remain qualified as a REIT, we may face other tax liabilities that reduce our cash flow.

If we remain qualified for taxation as a REIT, we may be subject to certain federal, state and local taxes on our income and assets, including taxes on any
undistributed income, taxes on income from some activities conducted as a result of a foreclosure, excise taxes, state or local income, property and transfer taxes, such
as mortgage recording taxes, and other taxes. In addition, in order to meet the REIT qualification requirements, prevent the recognition of certain types of non-cash
income, or to avert the imposition of a 100% tax that applies to certain gains derived by a REIT from dealer property or inventory, we may hold some of our assets
through a taxable REIT subsidiary ("TRS") or other subsidiary corporations that will be subject to corporate level income tax at regular rates. In addition, if we lend
money to a TRS, the TRS may be unable to deduct all or a portion of the interest paid to us, which could result in an even higher corporate level tax liability. Any of
these taxes would decrease cash available for distribution to our stockholders.

Complying with REIT requirements may cause us to forgo otherwise attractive opportunities.

To qualify as a REIT for federal income tax purposes, we must continually satisfy tests concerning, among other things, the sources of our income, the nature
and diversification of our assets, the amounts that we distribute to our stockholders and the ownership of our stock. We may be required to make distributions to
stockholders at disadvantageous times or when we do not have funds readily available for distribution, and may be unable to pursue investments that would be
otherwise advantageous to us in order to satisfy the source-of-income or asset-diversification requirements for qualifying as a REIT. In addition, in certain cases, the
modification of a debt instrument or, potentially, an increase in the value of a debt instrument that we acquired at a significant discount, could result in the conversion
of the instrument from a qualifying real estate asset to a wholly or partially non-qualifying asset that must be contributed to a TRS or disposed of in order for us to
qualify or maintain our qualification as a REIT. Thus, compliance with the REIT requirements may hinder our ability to make and, in certain cases, to maintain
ownership of, certain attractive investments.

Complying with REIT requirements may force us to liquidate otherwise attractive investments.

To qualify as a REIT, we must ensure that at the end of each calendar quarter, at least 75% of our gross income each year is derived from certain real estate
related sources, at least 75% of the value of our assets consists of cash, cash items, government securities and qualified REIT real estate assets, including certain
mortgage loans and certain kinds of MBS. The remainder of our investment in securities (other than government securities, TRSs and qualified real estate assets)
generally cannot include more than 10% of the outstanding voting securities of any one issuer or more than 10% of the total value of the outstanding securities of any
one issuer. In addition, in general, no more than 5% of the value of our assets (other than government securities, TRSs and qualified real estate assets) can consist of
the securities of any one issuer, and no more than 20% of the value of our total securities can be represented by securities of one or more TRSs. If we fail to comply
with these requirements at the end of any calendar quarter, we must correct the failure within 30 days after the end of the calendar quarter or qualify for certain
statutory relief provisions to avoid losing our REIT qualification and suffering adverse tax
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consequences. As a result, we may be required to liquidate from our investment portfolio otherwise attractive investments. For example, in certain cases, the
modification of a debt instrument or, potentially, an increase in the value of a debt instrument that we acquired at a significant discount, could result in the conversion
of the instrument from a qualifying real estate asset to a wholly or partially non-qualifying asset that must be liquidated in order for us to qualify or maintain our
qualification as a REIT. These actions could have the effect of reducing our income and amounts available for distribution to our stockholders.

The failure of assets subject to repurchase agreements to qualify as real estate assets could adversely affect our ability to qualify as a REIT.

In order to finance some of our assets that we hold or acquire, we may enter into repurchase agreements, including with persons who sell us those assets.
Under a repurchase agreement, we will nominally sell certain of our assets to a counterparty and simultaneously enter into an agreement to repurchase those sold
assets. Although the tax treatment of repurchase transactions is unclear, we take the position that we are treated for U.S. federal income tax purposes as the owner of
those assets that are the subject of any such repurchase agreement notwithstanding that we may transfer record ownership of those assets to the counterparty during
the term of any such agreement. Because we enter into repurchase agreements the tax treatment of which is unclear, the IRS could assert, particularly in respect of
our repurchase agreements with persons who sell us the assets that we wish to finance by way of repurchase agreements, that we did not own those assets during the
term of the repurchase agreements, in which case we could fail to satisfy the 75% asset test necessary to qualify as a REIT.

Our capital loss carry forward for tax purposes may expire before we can fully use it to offset otherwise taxable income or gains.

For U.S. federal income tax purposes, we previously have incurred net capital losses. Such net capital losses may be carried forward for five taxable years and
generally used to offset undistributed taxable net capital gains realized during the carry forward period. Net capital losses realized totaling $(136,388), $(13,819),
$(15,605), and $(732,478) will be available to offset future capital gains realized in 2023, 2024, 2026 and 2027 respectively. Any capital loss carry forward that we have
not used to offset undistributed otherwise taxable net capital gains will expire after the end of such five-year period, and will no longer be available to us. Capital loss
carry forwards totaling $921,172 expired unused in 2022 and prior years because we did not generate enough taxable net capital gains during that period relative to
our level of distributions. Our current practice of declaring dividends based on non-GAAP Distributable Earnings increases the likelihood that net capital gains realized
will be treated as distributed in the year realized. In the absence of offsetting net capital loss carry forward amounts, we will be required to make timely distributions
of future net capital gains realized, or alternatively, pay U.S. federal income tax on such realized net capital gains not distributed.

Distributions to tax-exempt investors may be classified as unrelated business taxable income.

Neither ordinary nor capital gain distributions with respect to our common stock nor gain from the sale of common stock should generally constitute
unrelated business taxable income to a tax-exempt investor. However, there are certain exceptions to this rule, including: (i) part of the income and gain recognized by
certain qualified employee pension trusts with respect to our common stock may be treated as unrelated business taxable income if we become a “pension held” REIT
and such qualified employee pension trust owns more than 10% of our common stock; (ii) part of the income and gain recognized by a tax-exempt investor with
respect to our common stock would constitute unrelated business taxable income if the investor incurs debt in order to acquire the common stock; (iii) part or all of
the income or gain recognized with respect to our common stock by social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts
and qualified group legal services plans which are exempt from federal income taxation under the Code may be treated as unrelated business taxable income; and (iv)
to the extent that we are (or a part of us, or a disregarded subsidiary of ours, is) a “taxable
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mortgage pool,” (or if we hold residual interests in a REMIC), a portion of the distributions paid to a tax-exempt stockholder that is allocable to excess inclusion income
may be treated as unrelated business taxable income.

The “taxable mortgage pool” rules may increase the taxes that we or our stockholders may incur and may limit the manner in which we effect future
securitizations.

Securitizations could result in the creation of taxable mortgage pools for federal income tax purposes. As a REIT, so long as we own 100% of the equity
interests in a taxable mortgage pool, we generally would not be adversely affected by the characterization of the securitization as a taxable mortgage pool. Certain
categories of stockholders, however, such as foreign stockholders eligible for treaty or other benefits, stockholders with net operating losses and certain tax-exempt
stockholders that are subject to unrelated business income tax, could be subject to increased taxes on a portion of their distribution income from us that is
attributable to the taxable mortgage pool. In addition, to the extent that our stock is owned by tax-exempt “disqualified organizations,” such as certain government-
related entities and charitable remainder trusts that are not subject to tax on unrelated business income, we may incur a corporate level tax on a portion of our
income from the taxable mortgage pool. In that case, we will reduce the amount of our distributions to any disqualified organization whose stock ownership gave rise
to the tax. Moreover, we would be precluded from selling equity interests in these securitizations to outside investors or selling any debt securities issued in
connection with these securitizations that might be considered to be equity interests for tax purposes. These limitations may prevent us from using certain techniques
to maximize our returns from securitization transactions.

Liquidation of assets may jeopardize our REIT qualification or create additional tax liability for us.

To qualify as a REIT, we must comply with requirements regarding the composition of our assets and our sources of income. If we are compelled to liquidate
our investments to repay obligations to our lenders, we may be unable to comply with these requirements, ultimately jeopardizing our qualification as a REIT, or we
may be subject to a 100% tax on any resultant gain if we sell assets that are treated as dealer property or inventory.

Provisions of Maryland law and other provisions of our organizational documents may limit the ability of a third-party to acquire control of the company.

Certain provisions of the MGCL may have the effect of delaying, deferring or preventing a transaction or a change in control of the company that might
involve a premium price for holders of our common stock or otherwise be in their best interests. Additionally, our charter and bylaws contain other provisions that
may delay or prevent a change of control of the company.

If we have a class of equity securities registered under the Exchange Act and meet certain other requirements, Title 3, Subtitle 8 of the MGCL permits us
without stockholder approval and regardless of what is currently provided in our charter or bylaws, to elect to be subject to statutory provisions that may have the
effect of delaying, deferring or preventing a transaction or a change in control of the company that might involve a premium price for holders of our common stock or
otherwise be in their best interest. Pursuant to Title 3, Subtitle 8 of the MGCL, once we meet the applicable requirements, our charter provides that our Board will
have the exclusive power to fill vacancies on our Board. As a result, unless all of the directorships are vacant, our stockholders will not be able to fill vacancies with
nominees of their own choosing. We may elect to opt into additional provisions of Title 3, Subtitle 8 of the MGCL without stockholder approval at any time that we
have a class of equity securities registered under the Exchange Act and satisfy certain other requirements.
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Rapid changes in the values of our target assets may make it more difficult for us to maintain our qualification as a REIT or our exemption from the 1940 Act.

If the market value or income potential of our MBS declines as a result of increased interest rates, prepayment rates, general market conditions, government
actions or other factors, we may need to increase certain types of our assets and income or liquidate our non-qualifying assets to maintain our REIT qualifications or
our exemption from the 1940 Act. If the decline in real estate asset values or income occurs quickly, this may be especially difficult to accomplish. We may have to
make decisions that we otherwise would not make absent the REIT and the 1940 Act considerations.

Maintenance of our exclusion from the 1940 Act will impose limits on our business.

There can be no assurance that the laws and regulations governing the 1940 Act status of REITs, including guidance and interpretations from the SEC staff
regarding the Section 3(c)(5)(C) exclusion, will not change in a manner that adversely affects our operations or business. For example, such changes might require us to
employ less leverage in financing certain of our mortgage related investments and we may be precluded from acquiring certain types of higher yielding securities. The
net effect of these factors would be to lower our net interest income. If we fail to qualify for an exclusion from registration as an investment company or an exclusion
from the definition of an investment company, our ability to use leverage would be substantially reduced. Our business will be materially and adversely affected if we
fail to qualify for an exclusion from regulation under the 1940 Act.

We conduct our business so as not to become regulated as an investment company under the 1940 Act. If we were to fall within the definition of investment
company, we would be unable to conduct our business as described in this Annual Report on Form 10-K. Section 3(a)(1)(A) of the 1940 Act defines an investment
company as any issuer that is or holds itself out as being engaged primarily in the business of investing, reinvesting or trading in securities. Section 3(a)(1)(C) of the
1940 Act also defines an investment company as any issuer that is engaged or proposes to engage in the business of investing, reinvesting, owning, holding or trading
in securities and owns or proposes to acquire investment securities having a value exceeding 40% of the value of the issuer’s total assets (exclusive of U.S. Government
securities and cash items) on an unconsolidated basis. Excluded from the term “investment securities,” among other things, in Section 3(a)(1)(C) of the 1940 Act, as
defined above, are U.S. Government securities and securities issued by majority-owned subsidiaries that are not themselves investment companies and are not relying
on the exclusion from the definition of investment company set forth in Section 3(c)(1) or Section 3(c)(7) of the 1940 Act.

We rely on the exclusion from the definition of “investment company” provided by Section 3(c)(5)(C) of the 1940 Act. To qualify for the exclusion, we make
investments so that at least 55% of the assets we own consist of “qualifying assets” and so that at least 80% of the assets we own consist of qualifying assets and other
real estate related assets. We generally expect that our investments in our target assets will be treated as either qualifying assets or real estate related assets under
Section 3(c)(5)(C) of the 1940 Act in a manner consistent with SEC staff no-action letters. Qualifying assets for this purpose include mortgage loans and other assets,
such as whole pool Agency Securities that are considered the functional equivalent of mortgage loans for purposes of the 1940 Act. The SEC staff has not issued
guidance with respect to whole pool Credit Risk and Non-Agency Securities. Accordingly, based on our own judgment and analysis of the SEC’s pronouncements with
respect to agency whole pool certificates, we may also treat Credit Risk and Non-Agency Securities issued with respect to an underlying pool of mortgage loans in
which we hold all the certificates issued by the pool as qualifying assets. We invest at least 55% of our assets in whole pool Agency Securities and Credit Risk and Non-
Agency Securities that constitute qualifying assets in accordance with SEC staff guidance and at least 80% of our assets in qualifying assets plus other real estate
related assets. Other real estate related assets would consist primarily of Agency Securities and Credit Risk and Non-Agency Securities that are not whole pools, such
as CMOs and CMBS. As a result of the foregoing restrictions, we are limited in our ability to make or dispose of certain investments. To the extent that the SEC staff
publishes new or different guidance with respect to these matters, we may be required to adjust our strategy
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accordingly. These restrictions could also result in our holding assets we might wish to sell or selling assets we might wish to hold. Although we monitor our portfolio
for compliance with the Section 3(c)(5)(C) exclusion periodically and prior to each acquisition and disposition, there can be no assurance that we will be able to
maintain this exclusion.

To the extent that we elect in the future to conduct our operations through majority-owned subsidiaries, such business will be conducted in such a manner as
to ensure that we do not meet the definition of investment company under either Section 3(a)(1)(A) or Section 3(a)(1)(C) of the 1940 Act, because less than 40% of
the value of our total assets on an unconsolidated basis would consist of investment securities. We intend to monitor our portfolio periodically to ensure compliance
with the 40% test. In such case, we would be a holding company which conducts business exclusively through majority-owned subsidiaries and we would be engaged
in the non-investment company business of our subsidiaries.

Loss of the 1940 Act exclusion would adversely affect us, the market price of shares of our stock and our ability to distribute dividends.

As described above, we conduct our operations so as not to become required to register as an investment company under the 1940 Act based on current
laws, regulations and guidance. Although we monitor our portfolio, we may not be able to maintain this exclusion under the 1940 Act. If we were to fail to qualify for
this exclusion in the future, we could be required to restructure our activities or the activities of our subsidiaries, if any, including effecting sales of assets in a manner
that, or at a time when we would not otherwise choose, which could negatively affect the value of our stock, the sustainability of our business model and our ability to
make distributions. The sale could occur during adverse market conditions and we could be forced to accept a price below that which we believe is appropriate.

There can be no assurance that the laws and regulations governing the 1940 Act status of REITs, including guidance and interpretations from the SEC and its
staff regarding the Section 3(c)(5)(C) exclusion, will not change in a manner that adversely affects our operations or business. The SEC or its staff may issue new
interpretations of the Section 3(c)(5)(C) exclusion causing us to change the way we conduct our business, including changes that may adversely affect our ability to
achieve our investment objective. We may be required at times to adopt less efficient methods of financing certain of our mortgage related investments and we may
be precluded from acquiring certain types of higher yielding securities. The net effect of these factors would be to lower our net interest income. If we fail to qualify
for an exclusion from registration as an investment company or an exclusion from the definition of an investment company, our ability to use leverage would be
substantially reduced. Our business will be materially and adversely affected if we fail to qualify for an exclusion from regulation under the 1940 Act.

Failure to maintain an exemption from being registered as a CPO could subject us to additional regulation and compliance requirements and may result in
fines and other penalties which could materially adversely affect our business and financial condition.

Under rules adopted under the Dodd-Frank Act, any investment fund that trades in swaps may be considered a “commodity pool,” which would cause its
directors to be regulated as CPOs.

The CFTC staff has issued a no-action letter (CFTC Staff Letter 12-44) to provide exemptive relief to mortgage REITs. We have submitted our claim and our
directors do not intend to register as CPOs. To comply with CFTC Staff Letter 12-44, we are restricted to operating within certain parameters. For example, the
exemptive relief limits our ability to enter into interest rate hedging transactions such that the initial margin and premiums for such hedges will not exceed five
percent of the fair market value of our total assets. Furthermore, while the exemptive relief eliminates the CPO requirement, we still operate a commodity pool and
are therefore subject to
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other CFTC requirements. Such other requirements may include having our interest rate swap contracts cleared through recognized clearing organizations or having to
post higher initial margins on uncleared swaps.

The CFTC has substantial enforcement power with respect to violations of the laws over which it has jurisdiction, including their anti-fraud and anti-
manipulation provisions. Among other things, the CFTC may suspend or revoke the registration of a person who fails to comply, prohibit such a person from trading or
doing business with registered entities, impose civil money penalties, require restitution and seek fines or imprisonment for criminal violations. Additionally, a private
right of action exists against those who violate the laws over which the CFTC has jurisdiction or who willfully aid, abet, counsel, induce or procure a violation of those
laws. In the event we fail to maintain exemptive relief with the CFTC on this matter and our directors fail to comply with the regulatory requirements of these new
rules, we may be subject to significant fines, penalties and other civil or governmental actions or proceedings, any of which could have a materially adverse effect on
our business, financial condition and results of operations.

We depend on ACM for our key personnel. The loss of those key personnel could severely and detrimentally affect our operations.

As an externally managed company, we depend on the diligence, experience and skill of ACM personnel for the selection, acquisition, structuring, hedging
and monitoring of our MBS and associated borrowings. We depend on the efforts and expertise of our operating officers to manage our day-to-day operations and
strategic business direction. If any of our key personnel were to leave the Company, locating individuals with specialized industry knowledge and skills similar to that of
our key personnel may not be possible or could take months. Because we have no employees, the loss of ACM could harm our business, financial condition, cash flow
and results of operations.

We have a contract with AVM to administer clearing and settlement services for our securities and derivative transactions. We have also entered into a
second contract with AVM to assist us with financing transaction services such as repurchase financings and managing the margin arrangement between us and our
lenders for each of our repurchase agreements. We use the services of AVM for these aspects of our business so our executive officers can focus on our daily
operations and strategic direction. Further, as our business expands, reliance on AVM to provide us with timely, effective services will increase. In the future, as we
expand our staff, we may absorb internally some or all of the services provided by AVM. Until we elect to move those services in-house, we continue to use AVM or
other third-parties that provide similar services. If we are unable to maintain a relationship with AVM or are unable to establish a successful relationship with other
third-parties providing similar services at comparable pricing, we may have to reduce or delay our operations and/or increase our expenditures and undertake the
repurchase agreement and trading and administrative activities on our own, which could have a material adverse effect on our business operations and financial
condition. However, we believe that the breadth and scope of ACM’s experience will enable it to fill any needs created by discontinuing a relationship with AVM.

We have very broad investment guidelines, and our Board will not approve each investment and financing decision made by ACM.

We are authorized 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 satisfy for our qualification as a REIT. ACM is authorized to invest and
obtain financing on our behalf within these guidelines. Our Board periodically reviews our investment guidelines and our investment portfolio but does not, and is not
required to, review all our investments on an individual basis or in advance. In conducting periodic reviews, our Board relies primarily on information provided to it by
ACM. Furthermore, ACM may use complex strategies and transactions that may be costly, difficult, or impossible to unwind if our Board determines that they are not
consistent with our investment guidelines. In addition, because ACM has a certain amount of discretion in investment, financing and hedging decisions, ACM’s
decisions could
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result in investment returns that are substantially below expectations or that result in losses, which would materially and adversely affect our business, financial
condition, and results of operations.

We are highly dependent on information and communications systems. System failures, security breaches or cyber-attacks of networks or systems could
significantly disrupt our business and negatively affect the market price of our common stock and our ability to distribute dividends.

Our business is highly dependent on communications and information systems that allow us to monitor, value, buy, sell, finance, and hedge our investments.
These systems are primarily operated by third-parties and, as a result, we have limited ability to ensure their continued operation. In the event of systems failure or
interruption, we will have limited ability to affect the timing and success of systems restoration. Any failure or interruption of our systems could cause delays or other
problems in our securities trading activities, including Agency Securities trading activities, which could have a material adverse effect on our operating results and
negatively affect the market price of our stock and our ability to make distributions to our stockholders.

We rely on sophisticated information technology systems, networks, and infrastructure in managing our day-to-day operations. Despite cyber-security
measures already in place, which we monitor on a regular basis, our information technology systems, networks, and infrastructure may be vulnerable to deliberate
attacks or unintentional events that could interrupt or interfere with their functionality or the confidentiality of our information. Our inability to effectively utilize our
information technology systems, networks, and infrastructure, and protect our information could adversely affect our business.

We rely on our financial, accounting, and other data processing systems. Computer malware, viruses, computer hacking, and phishing attacks 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
institutions 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 parties that facilitate our
business activities, have not or will not experience a breach. It is difficult to determine what, if any, negative impact may directly result from any specific interruption
or cyber-attacks or security breaches of our networks or systems (or the networks or systems of third parties that facilitate our business activities) or any failure to
maintain performance.

We are subject to financial reporting and other requirements for which our accounting, internal audit and other management systems and resources may not
be adequately prepared.

We are subject to reporting and other obligations under the Securities Act and the Exchange Act, including the requirements of Section 404 of the Sarbanes-
Oxley Act. These reporting and other obligations may place significant demands on our management, administrative, operational, internal audit and accounting
resources and cause us to incur significant expenses. We may need to upgrade our systems or create new systems; implement additional financial and management
controls, reporting systems and procedures; expand or outsource our internal audit function; and hire additional accounting, internal audit and finance staff. If we are
unable to accomplish these objectives in a timely and effective fashion, our ability to comply with the financial reporting requirements and other rules that apply to
reporting companies could be impaired. Any failure to maintain effective internal controls could have a material adverse effect on our business, operating results and
stock price.

We have not established a minimum dividend payment level and there are no guarantees of our ability to pay dividends in the future.

We expect to continue to make regular cash distributions to our stockholders in amounts such that all or substantially all our taxable income in each year,
subject to certain adjustments, is distributed. This, along with other factors, should enable us to qualify for the tax benefits accorded to a REIT under the Code.
However, we
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have not established a minimum dividend payment level and our ability to pay dividends may be adversely affected by the risk factors described in this report. Future
distributions are made at the discretion of our Board and will depend on our earnings, our financial condition, maintenance of our REIT status, restrictions on making
distributions under the MGCL and such other factors as our Board may deem relevant from time to time. There are no guarantees of our ability to pay dividends in the
future. In addition, some of our distributions may include a return of capital.

We have returned, and may continue to return, capital to stockholders by paying dividends in excess of our comprehensive income and/or repurchasing shares,
which may adversely affect our business.

Our Board of Directors considers Distributable Earnings when determining the level of dividends on our common stock. Distributable Earnings tends to be
more stable over time and this practice is designed to increase the stability of our common stock dividend from month to month. However, Distributable Earnings
excludes gains and losses in portfolio value that are reflected in total comprehensive income (loss) computed in accordance with GAAP. These differences cause us to
distribute common stock dividends that differ from our total economic return. Since 2010, ARMOUR has distributed common stock dividends totaling approximately
$1,776,886 while incurring cumulative total comprehensive (loss) attributable to common stockholders of $(984,207). Such losses include approximately $(622,300) in
2013 and $(539,942) in the first quarter of 2020 and $(399,914) in the first three quarters of 2022.

Dividends paid in excess of comprehensive income and common and preferred stock share repurchases will reduce our capital base and our ability to invest in
MBS without increasing financial leverage. Reducing our capital base will increase our expense ratio and could potentially reduce the availability of our repurchase
financing and interest rate swap hedges. We will be more likely to consider future returns of capital to stockholders when the market trading price for our common
stock represents a significant discount to our book value.

We may use proceeds from equity and debt offerings and other financings to fund distributions, which will decrease the amount of capital available for
purchasing our target assets.

There are no restrictions in our charter or in any agreement to which we are a party that prohibits us from using the proceeds of any offering of our equity or
debt or other financings to fund distributions to stockholders. In the event that we elect to fund any distribution to our stockholders from sources other than our
earnings, the amount of capital available to us to purchase our target assets would decrease, which could have an adverse effect on our overall financial results and
performance.

Our return of capital distributions may increase capital gains.

Differences in accounting methods for tax and financial reporting purposes have periodically resulted in ARMOUR reporting taxable income that is less than
our comprehensive income for the same period. ARMOUR has also reported taxable losses for periods in which it reported comprehensive income. In order to
maintain our REIT status, we are generally required to make timely distributions at least equal to 90% of our current taxable income. We have made and may continue
to make distributions in excess of the amounts required to maintain our REIT status. Such distributions represent a return of capital for tax purposes and thus will
generally not be immediately taxable. Such return of capital distributions will generally reduce stockholders’ tax basis in their shares and potentially increase the
taxable gain, if any, recognized by such stockholders upon disposition of their shares. In addition, if stockholders hold our shares as a capital asset, to the extent return
of capital distributions exceed their adjusted tax basis in their shares, such stockholders would be required to include those distributions in income as long-term
capital gain (or short-term capital gain if their shares have been held for one year or less).
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The performance of our common stock correlates to the performance of our REIT investments, which may be speculative and aggressive compared to other
types of investments.

The investments we make in accordance with our investment objectives may result in a greater amount of risk as compared to alternative investment options,
including relatively higher risk of volatility or loss of principal. Our investments may be speculative and aggressive, and therefore an investment in our common stock
may not be suitable for someone with lower risk tolerance.

One of the factors that investors may consider in deciding whether to buy or sell shares of our common stock is our distribution rate as a percentage of the
trading price of our common stock relative to market interest rates. If the market price of our common stock is based primarily on the earnings and return that we
derive from our investments and income with respect to our investments and our related distributions to stockholders, and not from the market value of the
investments themselves, then interest rate fluctuations and capital market conditions are likely to affect adversely the market price of our common stock. For instance,
if market rates rise without an increase in our distribution rate, the market price of our common stock could decrease as potential investors may require a higher
distribution yield on our common stock or seek other securities paying higher distributions or interest. In addition, rising interest rates would result in increased
interest expense on our variable rate debt, thereby reducing cash flow and our ability to service our indebtedness and pay distributions.

Any future offerings of debt securities and/or preferred stock, which would rank senior to our common stock upon our liquidation, and future offerings of
equity securities, which would dilute our existing stockholders and may be senior to our common stock for the purposes of dividend and liquidation distributions, may
adversely affect the market price of our common stock.

In the future, we may raise capital through the issuance of debt, preferred equity or common equity securities. Upon liquidation, holders of our debt
securities and preferred stock, if any, and lenders with respect to other borrowings will be entitled to our available assets prior to the holders of our common stock.
Additional equity offerings may dilute the holdings of our existing stockholders or reduce the market price of our common stock, or both. Additional series of preferred
stock, if issued, could have a preference on liquidation distributions or a preference on dividend payments that could limit our ability to pay dividends to the holders of
our common stock. Sales of substantial amounts of our common stock (including shares of our common stock issued pursuant to our 2009 Stock Incentive Plan, as
amended), or the perception that these sales could occur, could have a material adverse effect on the price of our common stock. Because our decision to issue debt
or equity securities in any future offering will depend on market conditions and other factors beyond our control, we cannot predict or estimate the amount, timing, or
nature of our future offerings. Thus, holders of our common stock bear the risk of our future offerings reducing the market price of our common stock and diluting the
value of their stock holdings in us.

Our common stock may become the target of a “short squeeze.”

The securities of several companies have increasingly experienced significant and extreme volatility in share price due to short sellers of common stock and
buy-and-hold decisions of longer investors, resulting in what is sometimes described as a “short squeeze.” Short squeezes have caused extreme volatility in those
companies and in the market and have led to the price per share of those companies to trade at a significantly inflated rate that is disconnected from the underlying
value of the company. Sharp rises in a company’s stock price may force traders in a short position to buy the shares to avoid even greater losses. Many investors who
have purchased shares in those companies at an inflated rate face the risk of losing a significant portion of their original investment as the price per share has declined
steadily as interest in those shares have abated. We may be a target of a short squeeze, and investors may lose a significant portion or all of their investment if they
purchase our shares at a rate that is significantly disconnected from our underlying value.
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Our common stock has experienced and may continue to experience price fluctuations, which could cause you to lose a significant portion of your investment
and interfere with our efforts to grow our business.

Stock markets are subject to significant price fluctuations that may be unrelated to the operating performance of particular companies, and accordingly the
market price of our common stock may frequently and meaningfully change. In addition, the market price of our common stock has fluctuated and may continue to
fluctuate substantially due to a variety of other factors. Possible exogenous incidents and trends may also impact the capital markets generally and our common stock
prices specifically. For example, the ongoing war between Russia and Ukraine and resulting economic sanctions imposed by many countries on Russia have led to
disruption, instability and volatility in the U.S. and global markets and industries and are expected to have a negative impact on the U.S. and broader global
economies. The timing of your purchase and sale of our common stock relative to fluctuations in its trading price may result in you losing a significant portion of your
investment.

If securities or industry analysts fail to continue publishing research about our business, if they change their recommendations adversely or if our results of
operations do not meet their expectations, our share price and trading volume could decline.

The trading market for our common stock will be influenced by the research and reports that industry or securities analysts publish about us or our business.
If one or more of these analysts cease coverage of the Company or fail to publish reports on us regularly, we could lose visibility in the financial markets, which in turn
could cause our stock price or trading volume to decline. In addition, it is likely that in some future period our operating results will be below the expectations of
securities analysts or investors. If one or more of the analysts who cover us downgrade our stock, or if our results of operations do not meet their expectations, our
stock price could decline.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

We do not own or lease any real estate or other physical properties. Pursuant to the management agreement, ACM maintains our executive offices at 3001
Ocean Drive, Suite 201, Vero Beach, Florida 32963. We consider our current office space adequate for our current operations.

Item 3. Legal Proceedings

See Note 8 - Commitments and Contingencies for information on legal proceedings.

Item 4. Mine Safety Disclosures

Not applicable.
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Stock Symbols and Holders of Common Equity

Our 7.00% Series C Cumulative Preferred Stock (“Series C Preferred Stock”), and our common stock are currently listed on the NYSE under the symbols “ARR-
PRC”and “ARR,” respectively. On February 14, 2023, the closing per share price of our common stock as reported on the NYSE was $5.93.

As of February 14, 2023, we had 155 stockholders of record of our outstanding common stock. We believe that there are more beneficial owners of shares of
our common stock.

Common Stock Repurchase Program

Issuer Purchases of Equity Securities

The following table presents information regarding our net common stock repurchases made during the three months ended December 31, 2022 (in
thousands, except per share price).

Total Number of
Shares Purchased 

Average Price
Paid Per Share

Total Number of Shares
Purchased as Part of

Publicly Announced Plans or
Programs

Maximum Number of Shares
That May Yet Be Purchased

Under the Publicly
Announced Plans or

Programs 
October 1, 2022 - October 31, 2022 (450) $ 5.01  (450) 6,732 
November 1, 2022 - November 30, 2022 —  $ —  —  6,732 
December 1, 2022 - December 31, 2022 —  $ —  —  6,732 
Total (450) (450) 6,732 

(1) All shares were repurchased pursuant to our stock repurchase program (the "Common Stock Repurchase Program") (see Note 10 to the consolidated financial
statements).

(2) Weighted average share price
(3) The Board authorized the Common Stock Repurchase Program to initially authorize the Company to repurchase up to $100 million of its outstanding shares of

common stock, which Common Stock Repurchase Program was announced on December 17, 2012. The Board subsequently amended the repurchase
authorization on March 5, 2014 to increase the repurchase authorization from $100 million shares to 50,000 shares. On July 28, 2015, the Board increased
the repurchase authorization to 9,000 shares effective in connection with the Company’s one-for-eight reverse stock split of its common stock in July 2015.
Most recently, the Board increased the repurchase authorization back up to 9,000 shares on June 4, 2019. At December 31, 2022 there were 6,732 authorized
shares remaining under the current Common Stock Repurchase Program.

Dividend Policy

We intend to continue to make regular cash distributions to holders of shares of common stock. Future dividends will be at the discretion of the Board and
will depend on our earnings and financial condition, maintenance of our REIT qualification, restrictions on making distributions under MGCL and such other factors as
our Board deems relevant. Dividends cannot be paid on our common stock unless we have paid full cumulative dividends on all classes of our preferred stock. For the
year ended December 31, 2022, we paid full cumulative dividends on our preferred stock.

For historical information on the frequency and amount of cash dividends paid to the holders of shares of our preferred stock and common stock see Note 10
to the consolidated financial statements.

(1) (2) (3)
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Our REIT taxable income and dividend requirements are determined on an annual basis. Total dividend payments to common stockholders were $142,424
and dividend payments to preferred stockholders were $11,982 for the year ended December 31, 2022. Our estimated REIT taxable loss available to pay dividends was
$(20,297) for the year ended December 31, 2022. Dividends in excess of REIT taxable income for the year (including taxable income carried forward from the previous
year) will generally not be taxable to common stockholders. The portion of the dividends on our common stock which represented non-taxable return of capital was
approximately 100.0% in 2022, 100.0% in 2021 and 100.0% in 2020.
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Performance Graph

The following graph compares the stockholder’s cumulative total return, assuming $100 invested at December 31, 2017, with all reinvestment of dividends, as
if such amounts had been invested in: (i) our common stock; (ii) the stocks included in the S&P 500 and (iii) the stocks included in the NAREIT Mortgage REIT Index.

Period Ending
Index 12/31/17 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22

ARMOUR Residential REIT $ 100.00  $ 88.07  $ 86.28  $ 57.58  $ 58.26  $ 39.74 
S&P 500 Index $ 100.00  $ 95.62  $ 125.72  $ 148.85  $ 191.58  $ 156.88 
NAREIT Mortgage REIT Index $ 100.00  $ 97.48  $ 118.27  $ 96.07  $ 111.09  $ 81.53 

The information in the performance graph and table has been obtained from sources believed to be reliable, but neither its accuracy nor its completeness can
be guaranteed. The historical information set forth above is not necessarily indicative of future performance. Accordingly, we do not make or endorse any predictions
as to future performance.
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[Reserved]
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You should read the following discussion and analysis of our financial condition and results of operations together with “Risk Factors,” and “Special Note
Regarding Forward-Looking Statements,” that appear elsewhere in this Form 10-K. This discussion and analysis contains forward-looking statements that involve risks,
uncertainties, and assumptions. Actual results may differ materially from those anticipated in these forward-looking statements as a result of various factors, including,
but not limited to, those presented under “Risk Factors” included in this Form 10-K.

References to “we,” “us,” “our,” or the “Company” are to ARMOUR Residential 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 Securities LLC ("BUCKLER"), a Delaware limited liability
company and a FINRA-regulated broker-dealer, controlled by ACM and certain executive officers of ARMOUR. Refer to the Glossary of Terms for definitions of
capitalized terms and abbreviations used in this report.

The following discussion of our financial condition and results of operations should be read in conjunction with our consolidated financial statements and
related notes included elsewhere in this report. U.S. dollar amounts are presented in thousands, except per share amounts or as otherwise noted. 

Overview

We are a Maryland corporation 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 qualification as a REIT
under the Code and our manner of operations enables us to meet the requirements for taxation as a REIT for federal income tax purposes.

Our strategy is to create shareholder value through thoughtful investment and risk management that produces current yield and superior risk adjusted
returns over the long term. Our focus on residential real estate finance supports home ownership for a broad and diverse spectrum of Americans by bringing private
capital into the mortgage markets. We are deeply committed to implementing sustainable environmental, responsible social, and prudent governance practices that
improve our work and our world.

We strive to contribute to a healthy, sustainable environment by utilizing resources efficiently. As an organization, we create a relatively small environmental
footprint. Still, we are focused on minimizing the environmental impact of our business where possible.

At December 31, 2022 and December 31, 2021, 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 (collectively, Agency Securities). Our Agency Securities consist primarily of fixed rate loans. The remaining are either backed by hybrid
adjustable rate or adjustable rate loans. From time to time we have also invested in Credit Risk and Non-Agency Securities, Interest-Only Securities, U.S. Treasury
Securities 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, after giving effect to our
hedges. We identify and acquire MBS, finance our acquisitions with borrowings under a series of short-term repurchase agreements and then hedge certain risks
based on our entire portfolio of assets and liabilities and our management’s view of the market.

Factors that Affect our Results of Operations and Financial Condition

Our results of operations and financial condition 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 operating variances. Our net interest
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income varies primarily as a result of changes in interest rates, borrowing costs and prepayment speeds, the behavior of which involves various risks and uncertainties.
We currently invest primarily in Agency Securities, for which the principal and interest payments are guaranteed by a GSE or other government agency. We also invest
in U.S. Treasury Securities and money market instruments. In the past, we have invested in Credit Risk and Non-Agency Securities and it is possible we may do so in the
future. We expect our investments to be subject to risks arising from prepayments resulting from existing home sales, financings, delinquencies and foreclosures. We
are exposed to changing mortgage spreads, which could result in declines in the fair value of our investments. Our asset selection, financing and hedging strategies are
designed to work together to generate current net interest income while moderating our exposure to market volatility.

Interest Rates

Changes in interest rates, particularly short-term interest rates, may significantly influence our net interest income. With the maturities of our assets,
generally of a longer term than those of our liabilities, 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 operating losses or adversely affect our ability to make distributions to our stockholders. Our
operating results depend, in large part, upon our ability to manage interest rate risks effectively while maintaining our status as a REIT.

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 anticipated 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 operating results depend, in large part, upon our ability to
manage prepayment risks effectively 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 practical limitations on our ability to insulate our securities portfolio from all potential negative consequences associated with changes
in short-term interest rates in a manner that will allow us to seek attractive net spreads on our securities portfolio. Also, since we have not elected to use cash flow
hedge accounting, earnings reported in accordance with GAAP will fluctuate even in situations where our derivatives are operating as intended. As a result of this
mark-to-market accounting treatment, our results of operations are likely to fluctuate far more than if we were to designate our derivative activities as cash flow
hedges. Comparisons with companies that use cash flow hedge accounting for all or part of their derivative activities may not be meaningful. For these and other
reasons more fully described under the section captioned “Derivative Instruments” below, no assurance can be given that our derivatives will have the desired
beneficial impact on our results of operations or financial condition.

In addition to the use of derivatives to hedge interest rate risk, a variety of other factors relating to our business may also impact our financial condition and
operating 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 accounting policies related to our business.
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Management

See section titled Management in Item 1. Business and also in Note 8 and Note 14 to the consolidated financial statements.

Market and Interest Rate Trends and the Effect on our Securities Portfolio

Federal Reserve Actions

On December 14, 2022, the Fed raised its target range for the Federal Funds Rate to between 4.25% and 4.50%. The Fed also stated that it anticipates that
ongoing increases in the target range will be appropriate in order to attain a stance of monetary policy that is sufficiently restrictive to return inflation to 2% over time.
The Fed further stated that it will continue reducing its holdings of agency mortgage-backed securities and other fixed-income assets (as described in the Plans for
Reducing the Size of the Fed's Balance Sheet that were issued in May 2022). The Fed stated that it will reinvest into agency MBS the amount of principal payments
from the Fed's holdings of agency debt and agency MBS received in each calendar month that exceeds a cap of $35 billion per month. The Fed further indicated that it
will roll over at auction the amount of principal payments from its holdings of Treasury securities maturing in each calendar month that exceeds a cap of $60 million
per month. The table below shows the hikes in the Fed's target rate from March 2020.

Financial markets will likely be highly sensitive to the Fed’s interest rate decisions, its bond purchasing and balance sheet holding decisions, as well as its
communication. We intend to continue to mitigate risk and maximize liquidity within the scope of our business plan. The agency mortgage-backed securities market
remains highly dependent on the future course and timing of the Fed's actions 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 Securities 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 intervention in Fannie Mae and Freddie Mac will continue to be
adequate or assured for the longer-term viability of these GSEs. These uncertainties may lead to concerns about the availability of and market for Agency Securities in
the long term. Accordingly, if the GSEs defaulted on their guaranteed obligations, suffered losses or ceased to exist, the value of our Agency Securities and our
business, operations and financial condition could be materially and adversely affected.

The passage of any new federal legislation affecting Fannie Mae and Freddie Mac may create market uncertainty and reduce the actual or perceived credit
quality of securities issued or guaranteed by them. If Fannie Mae and Freddie Mac were reformed or wound down, it is unclear what effect, if any, this would have on
the value of the existing Fannie Mae and Freddie Mac Agency Securities. The foregoing could materially adversely affect the pricing, supply, liquidity and value of the
Agency Securities in which we invest and otherwise materially adversely affect our business, operations and financial condition.

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.
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Below is the Fed's target range for the Federal Funds Rate at each Fed meeting where a change was made since March 2020.

Meeting Date Lower Bound Higher Bound
December 14, 2022 4.25 % 4.50 %
November 2, 2022 3.75 % 4.00 %
September 21, 2022 3.00 % 3.25 %
July 27, 2022 2.25 % 2.50 %
June 15, 2022 1.50 % 1.75 %
May 4, 2022 0.75 % 1.00 %
March 16, 2022 0.25 % 0.50 %
March 16, 2020 0.00 % 0.25 %
March 3, 2020 1.00 % 1.25 %

Our borrowings in the repurchase market have historically closely tracked the Federal Funds Rate, LIBOR (prior to its dissolution) and more recently SOFR.
Traditionally, a lower Federal Funds Rate has indicated a time of increased net interest margin and higher asset values. Volatility in these rates and divergence from the
historical relationship among these rates could negatively impact our ability to manage our securities portfolio. If rates were to increase as a result, our net interest
margin and the value of our securities portfolio might suffer as a result. Our derivatives are either Federal Funds Rate or SOFR-based interest rate swap contracts (see
Note 7 to the consolidated financial statements).

The following graph shows the effective Federal Funds Rate as compared to SOFR on a monthly basis from December 31, 2020 to December 31, 2022.

Long-term Interest Rates and Mortgage Spreads

Our securities are valued at an interest rate spread versus long-term interest rates (mortgage spread). This mortgage spread varies over time and can be
above or below long-term averages, depending upon market participants' current desire to own MBS over other investment alternatives. When the mortgage spread
gets
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smaller (or negative) versus long-term interest rates, our book value will be positively affected. When this spread gets larger (or positive), our book value will be
negatively affected.

Mortgage spreads can vary due to movements in securities valuations, movements in long-term interest rates or a combination of both. We mainly use
interest rate swap contracts, interest rate swaptions, basis swap contracts and futures contracts to economically hedge against changes in the valuation of our
securities. We do not use such hedging contracts for speculative purposes.

We may reduce our mortgage spread exposure by entering in to certain TBA Agency Securities short positions. The TBA short positions may represent
different securities and maturities than our MBS and TBA Agency Security long positions, and accordingly, may perform somewhat differently. While we expect our
TBA Agency Securities short positions to perform well compared to our related mortgage securities, there can be no assurance as to their relative performance.

Results of Operations

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

Net Interest Income 107,638  73,368  106,431 
Total Other Loss (299,735) (23,090) (289,577)
Total Expenses after fees waived (37,833) (34,915) (31,966)
Net Income (Loss) $ (229,930) $ 15,363  $ (215,112)

Reclassification adjustment for realized (gain) loss on sale of available for sale Agency Securities 7,452  (10,952) (143,877)
Reclassification adjustment for Impairment losses on available for sale Agency Securities 4,183  —  1,012 
Net unrealized loss on available for sale Agency Securities (130,135) (61,106) (33,577)

Other comprehensive loss $ (118,500) $ (72,058) $ (176,442)
Comprehensive Loss $ (348,430) $ (56,695) $ (391,554)

Net loss for the year ended December 31, 2022 reflects interest income from a larger average securities portfolio as well as net gain on our derivatives offset
by losses on our Agency Securities and U.S. Treasury Securities. Net income for the year ended December 31, 2021 reflects interest income from a smaller average
securities portfolio as well as gains (losses) on our Agency Securities and the net gains on our derivatives. Our results for the year ended December 31, 2020 were
significantly impacted by COVID-19 that started in the second week of March 2020. To increase liquidity, we significantly reduced our portfolio of Agency Securities
(including TBA Agency Securities) by 39.1% from December 31, 2019. During the third quarter of 2020, we completed the liquidation of our Credit Risk and Non-
Agency Securities. The net loss for the year ended December 31, 2020 reflected losses on derivatives due to the termination of interest rate swap contracts and losses
on Credit Risk Transfer and Non-Agency Securities that were offset by gains on sales of Agency Securities and gains on TBA Agency Securities.
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Net interest income is a function of both our securities portfolio size and net interest rate spread.

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

Interest Income $ 228,432  $ 80,478  $ 169,402 
Interest Expense (120,794) (7,110) (62,971)
Net Interest Income $ 107,638  $ 73,368  $ 106,431 

Year Ended December 31, 2022 vs. Year Ended December 31, 2021:

• Our average securities portfolio, including TBA Agency Securities, increased 7.7% from $7,677,721 for the year ended December 31, 2021 to $8,270,780 for
the year ended December 31, 2022.

• Our average securities portfolio yield increased 0.83% and our average cost of funds increased 0.26% year over year.
• Our net interest rate spread increased 0.57% year over year.

Year Ended December 31, 2021 vs. Year Ended December 31, 2020:

• Our average securities portfolio, including TBA Agency Securities, decreased 2.0% from $7,834,588 for the year ended December 31, 2020 to $7,677,721 for
the year ended December 31, 2021.

• Our average securities portfolio yield decreased 0.55% and our average cost of funds decreased 0.60% year over year.
• Our net interest rate spread increased 0.05% year over year.
• MBS prepayments were $4,292 for the year ended December 31, 2021 compared to $202 for the year ended December 31, 2020.

The following table presents the components of the yield earned on our securities portfolio for the quarterly periods ended on the dates shown below:

Asset Yield Cost of Funds Net Interest Margin
Interest Expense on

Repurchase Agreements
December 31, 2022 3.25 % 0.66 % 2.59 % 3.80 %
September 2022 3.24 % 1.03 % 2.21 % 2.30 %
June 2022 2.88 % 0.66 % 2.22 % 0.83 %
March 2022 2.20 % 0.42 % 1.78 % 0.17 %
December 2021 2.15 % 0.40 % 1.75 % 0.16 %
September 2021 2.15 % 0.45 % 1.70 % 0.17 %
June 2021 1.95 % 0.50 % 1.45 % 0.17 %
March 2021 1.84 % 0.35 % 1.49 % 0.23 %
December 2020 1.99 % 0.27 % 1.72 % 0.26 %
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The yield on our assets is most significantly affected by the rate of repayments on our Agency Securities. 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 Years Ended
December 31,

2022
December 31,

2021
December 31,

2020
Other Income (Loss):

Realized gain (loss) on sale of available for sale Agency Securities (reclassified from Other comprehensive
loss) $ (7,452) $ 10,952  $ 143,877 
Impairment losses on available for sale Agency Securities (4,183) —  (1,012)
Gain (loss) on Agency Securities, trading (946,666) (77,145) 19,557 
Loss on Credit Risk and Non-Agency Securities —  —  (189,555)
Gain (loss) on U.S. Treasury Securities (152,268) (9,391) 21,357 
Gain (loss) on derivatives, net 810,834  52,494  (283,801)

Total Other Loss $ (299,735) $ (23,090) $ (289,577)
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Year Ended December 31, 2022 vs. Year Ended December 31, 2021:

• Gain (loss) on Agency Securities, available for sale, resulted from the proceeds from sales of Agency Securities during the year ended December 31, 2022
of $988,728 compared to $167,202 during the year ended December 31, 2021.

• During the year ended December 31, 2022, we evaluated our available for sale securities to determine if the available for sale securities in an unrealized
loss position were impaired. During the third quarter of 2022, we recognized an impairment of $4,183 in our consolidated statements of operations and
comprehensive income (loss), as we had decided to sell certain available for sale securities before they recovered in value.

• Gain (loss) on Agency Securities, trading, resulted from the change in fair value of the securities as well as losses on sales during the year ended
December 31, 2022. The change in fair value of the securities was $(489,316), due to the change in interest rates and mortgage spreads, for the year
ended December 31, 2022. For the year ended December 31, 2022, we sold $5,360,328 of these securities which resulted in a loss of $(457,350). The
change in fair value of the securities was $(74,214) for the year ended December 31, 2021. For the year ended December 31, 2021, we sold $813,178 of
these securities which resulted in a loss of $(2,931).

• Gain (loss) on U.S. Treasury Securities resulted from the change in fair value of the securities as well as gains on sales during the year ended December
31, 2022. The change in fair value of the securities was $(7,705) for the year ended December 31, 2022. For the year ended December 31, 2022, we sold
$5,374,982 of these securities which resulted in a realized loss of $(144,563). The change in fair value of the securities was $154 for the year ended
December 31, 2021. Sales of U.S. Treasury Securities were $389,586 for the year ended December 31, 2021 resulting in realized gain of $9,209.

• Gain (loss) on Derivatives resulted from a combination of the following:
▪ Interest rate swap contracts' aggregate notional balance was $6,350,000 at December 31, 2022 and $7,210,000 at December 31, 2021.
▪ Our total TBA Agency Securities aggregate notional balance was $800,000 at December 31, 2022 and $4,500,000 at December 31, 2021.

Year Ended December 31, 2021 vs. Year Ended December 31, 2020:

• Gains on Agency Securities, available for sale, resulted from the proceeds from sales of Agency Securities during the year ended December 31, 2021 of
$167,202 compared to $10,800,879 during the year ended December 31, 2020.

• During the year ended December 31, 2021 we evaluated our available for sale securities to determine if the available for sale securities in an unrealized
loss position were impaired. No impairment was required for the year ended December 31, 2021.

• Gain (loss) on Agency Securities, trading, resulted from the change in fair value of the securities as well as losses on sales during the year ended
December 31, 2021. The change in fair value of the securities was $(74,214) for the year ended December 31, 2021. For the year ended December 31,
2021, we sold $813,178 of these securities which resulted in a loss of $(2,931). The change in fair value of the securities was $20,691 for the year ended
December 31, 2020. For the year ended December 31, 2020, we sold $158,708 of these securities which resulted in a loss of $1,134.

• Loss on Credit Risk and Non-Agency Securities results from the sale of securities as well as the change in fair value of the securities. We did not have any
Credit Risk and Non-Agency Securities at December 31, 2021 or December 31, 2020.



ARMOUR Residential REIT, Inc.
Management’s Discussion and Analysis of

Financial Condition and Results of Operations
(continued)

48

• Gain (loss) on U.S. Treasury Securities resulted from the change in fair value of the securities as well as gains on sales during the year ended December
31, 2021. The change in fair value of the securities was $154 for the year ended December 31, 2021. For the year ended December 31, 2021, we sold
$389,586 of these securities which resulted in a realized gain of $9,209 for the year ended December 31, 2021. Sales of U.S. Treasury Securities were
$3,785,248 for the year ended December 31, 2020 resulting in realized gain of $21,771.

• Gain (loss) on Derivatives resulted from a combination of the following:
▪ Interest rate swap contracts' aggregate notional balance was $7,210,000 at December 31, 2021 and $5,337,000 at December 31, 2020.
▪ Our total TBA Agency Securities aggregate notional balance was $4,500,000 at December 31, 2021 and $2,600,000 at December 31, 2020. The rolling

of TBA positions throughout 2021 resulted in losses of $(21,347) for the year ended December 31, 2021 compared to the prior period income of
$111,927.

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

Expenses:
Management fees $ 33,774  $ 31,108  $ 29,628 
Compensation 5,485  6,614  5,597 
Other Operating 6,374  5,793  5,595 

Total Expenses $ 45,633  $ 43,515  $ 40,820 
Less management fees waived (7,800) (8,600) (8,855)

Total Expenses after fees waived $ 37,833  $ 34,915  $ 31,965 

Expenses

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 liquidate distributions as approved and so designated
by a majority of the Board. However, because the management fee rate decreased to 0.75% per annum for gross equity raised in excess of $1.0 billion pursuant to the
management agreement, the effective average management fee rate declines as equity is raised. The cost of repurchased stock and any dividends specifically
designated by the Board as liquidation dividends 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 December 31, 2022, December 31, 2021 and December 31, 2020, the effective
management fee, prior to management fees waived was 0.95%, 0.98% and 1.00% based on gross equity raised of $3,787,042, $3,313,937 and $2,944,169,
respectively. ACM began waiving 40% of its management fee during the second quarter of 2020 and on January 13, 2021, ACM notified ARMOUR that it intended to
adjust the fee waiver to the rate of $2,400 for the first quarter of 2021 and $800 per month thereafter. On April 20, 2021, ACM notified ARMOUR that it intended to
adjust the fee waiver to the rate of $2,100 for the second quarter of 2021 and $700 per month thereafter. On October 25, 2021, ACM notified ARMOUR that it
intended to adjust the fee waiver from the rate of $700 per month to $650 per month, effective November 1, 2021, until further notice. During the years ended
December 31, 2022, December 31, 2021 and December 31, 2020 ACM waived management fees of $7,800, $8,600 and $8,855 respectively (see Note 8 to the
consolidated financial statements).
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Compensation includes non-executive director compensation as well as the restricted stock units awarded to our Board and executive officers through ACM.
The fluctuation from year to year is due to the number of awards vesting.

Other Operating expenses include:

• Fees for market and pricing data, analytics and risk management systems and portfolio related data processing costs as well as stock exchange listing fees and
similar stockholder related expenses, net of other miscellaneous income.

• Professional fees for securities clearing, legal, audit and consulting costs that are generally driven by the size and complexity of our securities portfolio, the
volume of transactions we execute and the extent of research and due diligence activities we undertake on potential transactions.

• 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 terminated before their maturity are deferred and amortized over the remainder of the original term of
the contract for REIT taxable income. At December 31, 2022 and at December 31, 2021, we had approximately $399,783 and $607,000, respectively, in tax deductible
expense relating to previously terminated interest rate swap contracts amortizing through the years 2031 and 2032, respectively. At December 31, 2022, we had
$240,428 of net operating loss carryforwards available for use indefinitely. All common stock dividends and Series C Preferred Stock dividends were treated for federal
income tax purposes as a return of capital and not currently taxable for 2022. For 2023, we forecast that estimated ordinary REIT taxable income will be positive. This
would likely result in Series C Preferred Stock dividends for 2023 being treated as fully taxable ordinary income. Common stock dividends for 2023 will likely be
treated, at least partially, as taxable ordinary income.

Comprehensive Income (Loss)

Comprehensive income (loss) includes all changes in equity during a period, except those resulting from investments by owners and distributions to owners
(see Note 12 to the consolidated financial statements).

Financial Condition

Investment In Securities

Our securities portfolio consists primarily of Agency Securities backed by fixed rate home loans. From time to time, a portion of our Agency Securities may be
backed by 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 satisfy for our qualification as a REIT. Our charter permits us to invest in MBS. Our TBA Agency Securities are reported at net
carrying value and are reported in Derivatives, at fair value on our consolidated balance sheets (see Note 7 to the consolidated financial statements).

Agency Securities:

Agency Security purchase and sale transactions, including purchases and sales for forward settlement, are recorded on the trade date to the extent it is
probable that we will take or make timely physical delivery of the related securities. Gains or losses realized from the sale of securities are included in income and are
determined
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using the specific identification method. We typically purchase Agency Securities 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 amortization expense for a
particular period. Accordingly, the yield on an asset and earnings are higher. If prepayment rates increase, the amount of amortization expense for a particular period
will go up. These increased prepayment rates would act to decrease the yield on an asset and would decrease earnings.

Our net interest income is primarily a function 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 Securities at a premium to par, the main item that can affect the yield on our Agency Securities after they are
purchased is the rate at which the mortgage borrowers repay the loan. While the scheduled repayments, which are the principal portion 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 estimate and manage these repayment rates is a critical portion of the management of
our securities portfolio, not only for estimating current yield but also for considering the rate of reinvestment of those proceeds into new securities, the yields on
those new securities and the impact of the repayments on our hedging strategy.

Adjustable and hybrid adjustable rate mortgage loans underlying some of our Agency Securities have fixed interest rates after which time the interest rates
reset and become adjustable. After a reset date, interest rates on our adjustable and hybrid adjustable Agency Securities float based on spreads over various indices,
typically the one-year constant maturity treasury rate. These interest rates are subject to caps that limit the amount the applicable interest rate can increase during
any year, known as an annual cap and through the maturity of the security, known as a lifetime cap.

Beginning in the second quarter of 2020, we designated Agency MBS purchased as “trading securities” for financial reporting purposes, and consequently, fair
value changes for these investments will be reported in net income. We anticipate continuing this designation for newly acquired Agency MBS positions because it is
more representative of our results of operations insofar as the fair value changes for these securities are presented in a manner consistent with the presentation and
timing of the fair value changes of our hedging instruments. Fair value changes for the legacy Agency MBS positions designated as “available for sale” will continue to
be reported in other comprehensive income (loss) as required by GAAP.

TBA Agency Securities:

We account for TBA Agency Securities as derivative instruments if it is reasonably possible that we will not take or make physical delivery of the Agency
Security upon settlement of the contract. TBA Agency Securities are forward contracts for the purchase (“long position”) or sale (“short position”) of Agency Securities
at a predetermined price, face amount, issuer, coupon and stated maturity on an agreed-upon future date. The specific Agency Securities delivered pursuant to the
contract upon the settlement date, published each month by the Securities Industry and Financial Markets Association, are not known at the time of the transaction.
We estimate the fair value of TBA Agency Securities based on similar methods used to value our Agency Securities. TBA Agency Securities are included in the table
below on a gross basis as they can be used to establish and finance portfolio positions in Agency Securities.
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The tables below summarize certain characteristics of our investments in securities at December 31, 2022 and December 31, 2021.

December 31, 2022 Principal Amount Amortized Cost
Gross Unrealized

Loss Fair Value CPR

Weighted
Average Months

to Maturity
Percent of

Total
Agency Fixed Rates ≤ 180 months

3.5% to 6.0% $ 14,264  $ 14,760  $ (768) $ 13,992  1.3 % 111 0.2 %
Agency Fixed Rates ≥ 181 months

2.0% 390,154  397,483  (74,778) 322,705  7.3 % 336 3.6 
2.5% 608,261  645,600  (119,925) 525,675  8.3 % 331 5.9 
3.0% 969,166  973,560  (120,174) 853,386  3.9 % 349 9.5 
3.5% 1,229,970  1,212,939  (91,395) 1,121,544  3.4 % 352 12.5 
4.0% 1,217,621  1,219,805  (72,499) 1,147,306  3.8 % 352 12.8 
4.5% 1,509,102  1,510,336  (52,439) 1,457,897  4.4 % 350 16.2 
5.0% 1,733,644  1,730,097  (17,792) 1,712,305  4.6 % 356 19.0 
5.5% 1,039,085  1,048,377  (4,596) 1,043,781  — % 357 11.6 

Total Agency Securities $ 8,711,267  $ 8,752,957  $ (554,366) $ 8,198,591  4.0 % 351 91.3 %
TBA Agency Securities:
30 Year 

4.5% $ 500,000  $ 489,805  $ (8,164) $ 481,641  n/a n/a 5.4 
5.0% 300,000  300,164  (4,336) 295,828  n/a n/a 3.3 

Total TBA Agency Securities $ 800,000  $ 789,969  $ (12,500) $ 777,469  n/a n/a 8.7 %
Total $ 9,511,267  $ 9,542,926  $ (566,866) $ 8,976,060  100.0 %

(1) Weighted average CPR during the fourth quarter for the securities owned at December 31, 2022. Negative 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 Securities were recorded as derivative instruments in our accompanying consolidated financial statements. Our TBA Agency Securities were
reported at net carrying values of $(11,797), at December 31, 2022 and are reported in Derivatives, at fair value on our consolidated balance sheets (see Note 7 to
the consolidated financial statements).

 (1)

(2)
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December 31, 2021 Principal Amount Amortized Cost
Gross Unrealized

Gain (Loss) Fair Value CPR 

Weighted
Average

Months to
Maturity Percent of Total

Agency Fixed Rates ≤ 180 months
2.5% to 6.0% $ 475,094  $ 501,342  $ (2,371) $ 498,971  20.2 % 156 5.4 %

Agency Fixed Rates ≥ 181 months
2.0% 541,240  554,459  (10,865) 543,594  7.5 % 347 5.9 
2.5% 1,293,769  1,370,692  (34,047) 1,336,645  10.5 % 344 14.6 
3.0% 364,565  384,462  (1,131) 383,331  3.5 % 358 4.2 
3.5% 254,780  281,186  (4,626) 276,560  16.5 % 337 3.0 
4.0% 84,143  86,810  3,977  90,787  37.0 % 314 1.0 
4.5% 210,501  219,229  9,728  228,957  38.6 % 318 2.5 

Other Agency Securities
Agency CMBS 914,480  933,990  92,647  1,026,637  — % 82 11.2 
ARMs and Hybrids 20,506  20,901  138  21,039  8.6 % 217 0.2 

Total Agency Securities $ 4,159,078  $ 4,353,071  $ 53,450  $ 4,406,521  10.2 % 260 48.0 %
TBA Agency Securities:
15 Year 

1.5% $ 1,000,000  $ 999,840  $ 3,285  $ 1,003,125  n/a n/a 10.9 
2.0% $ 1,700,000  $ 1,733,652  $ 5,043  $ 1,738,695  n/a n/a 18.9 

Total 15 Year $ 2,700,000  $ 2,733,492  $ 8,328  $ 2,741,820  n/a n/a 29.8 %
30 Year 

2.0% $ 300,000  $ 300,789  $ (1,562) $ 299,227  n/a n/a 3.3 
2.5% $ 1,200,000  $ 1,224,820  $ (1,310) $ 1,223,510  n/a n/a 13.3 
3.0% $ 300,000  $ 309,734  $ 769  $ 310,503  n/a n/a 3.4 
Total 30 Year $ 1,800,000  $ 1,835,343  $ (2,103) $ 1,833,240  n/a n/a 20.0 %

Total TBA Agency Securities $ 4,500,000  $ 4,568,835  $ 6,225  $ 4,575,060  n/a n/a 49.8 %
U.S. Treasury Securities $ 200,000  $ 198,987  $ (154) $ 198,833  n/a 61 2.2 %
Total Investments in
Securities $ 8,859,078  $ 9,120,893  $ 59,521  $ 9,180,414  100.0 %

(1) Weighted average CPR during the fourth quarter for the securities owned at December 31, 2021.
(2) Our TBA Agency Securities were recorded as derivative instruments in our accompanying consolidated financial statements. Our TBA Agency Securities were

reported at net carrying values of $7,697, at December 31, 2021 and were reported in Derivatives, at fair value on our consolidated balance sheets (see Note 7 to
the consolidated financial statements).

(1)

(2)

(2)
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The following tables summarize our investment in securities as of December 31, 2022 and December 31, 2021, excluding TBA Agency Securities (see Note 7 to
the consolidated financial statements).

Available for Sale
Securities Trading Securities

Agency Agency U.S. Treasuries Totals
December 31, 2022
Balance, December 31, 2021 $ 1,387,845  $ 3,018,676  $ 198,833  $ 4,605,354 

Purchases —  11,809,926  4,820,464  16,630,390 
Proceeds from sales (988,728) (5,360,328) (5,374,982) (11,724,038)
Principal repayments (77,101) (496,508) —  (573,609)
Current losses (122,917) (980,365) (152,777) (1,256,059)
Impairment losses on available for sale Agency Securities (4,183) —  —  (4,183)
Amortization:

Prior unrealized (gains) losses (3,035) 33,699  509  31,173 
Purchase (premium) discount (3,937) (14,453) 1,879  (16,511)

Obligations to return securities received as collateral, at fair
value —  —  502,656  502,656 
Accrued interest payable- U.S. Treasury Securities sold short —  —  3,418  3,418 

Balance, December 31, 2022 $ 187,944  $ 8,010,647  $ —  $ 8,198,591 
Percentage of Portfolio 2.29 % 97.71 % — % 100.00 %

December 31, 2021
Balance, December 31, 2020 $ 1,970,902  $ 3,207,420  $ —  $ 5,178,322 

Purchases —  1,265,942  987,887  2,253,829 
Proceeds from sales (167,202) (813,178) (779,684) (1,760,064)
Principal repayments (339,393) (531,592) —  (870,985)
Current losses (27,372) (78,295) (9,391) (115,058)
Amortization:

Prior unrealized (gains) losses (33,734) 1,150  —  (32,584)
Purchase (premium) discount (15,356) (32,771) 21  (48,106)

Balance, December 31, 2021 $ 1,387,845  $ 3,018,676  $ 198,833  $ 4,605,354 
Percentage of Portfolio 30.14 % 65.55 % 4.32 % 100.00 %

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

(1)

(1)
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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 historically moved in close relationship to the Federal Funds Rate, LIBOR (prior to its dissolution) and most recently SOFR. We have established
borrowing relationships with numerous investment banking firms and other lenders, 16 of which had open repurchase agreements with us at December 31, 2022 and
18 of which had open repurchases agreements with us at December 31, 2021. We had outstanding balances under our repurchase agreements, net at December 31,
2022 of $6,463,058 (net of reverse repurchase agreements of $704,276). We had outstanding balances under our repurchase agreements at December 31, 2021 of
$3,948,037. We had obligations to return securities received as collateral associated with our reverse repurchase agreements as of December 31, 2022 of $502,656.
We did not have such obligations at December 31, 2021. At December 31, 2022, BUCKLER accounted for 50.2% of our aggregate borrowings and had an amount at risk
of 12.9% of our total stockholders' equity with a weighted average maturity of 15 days on repurchase agreements (see Note 6 to the consolidated financial
statements).

Our repurchase agreements require excess collateral, known as a “haircut.” At December 31, 2022, the average haircut percentage was 3.85% compared to
3.45% at December 31, 2021. The change in the average haircut percentage is a reflection of the decrease in our securities portfolio and the disposition of our Credit
Risk and Non-Agency Securities which had higher haircut levels than our Agency Securities.

Derivative Instruments

We use various contracts to manage our interest rate risk as we deem prudent in light of market conditions and the associated costs with counterparties that
have a high quality credit rating and with futures exchanges. We generally pay a fixed rate and receive a floating rate with the objective of fixing a portion of our
borrowing costs and hedging the change in our book value to some degree. The floating rate we receive is generally the Federal Funds Rate or SOFR.

We had contractual commitments under derivatives at December 31, 2022 and December 31, 2021. At December 31, 2022 and December 31, 2021, we had
derivatives with a net fair value of $971,440 and $188,173, respectively. The following tables present information about the potential effects of netting our derivatives
if we were to offset the assets and liabilities on the accompanying consolidated balance sheets. We currently present these financial instruments at their gross
amounts and they are included in Derivatives, at fair value on the accompanying consolidated balance sheets at December 31, 2022 and December 31, 2021.

Gross Amounts Not Offset

Assets Gross Amounts
Financial

Instruments Cash Collateral Total Net
December 31, 2022
Interest rate swap contracts $ 983,659  $ —  $ (955,941) $ 27,718 
Futures contracts 94  (516) 9,334  8,912 
TBA Agency Securities 703  (12,500) 13,633  1,836 
Totals $ 984,456  $ (13,016) $ (932,974) $ 38,466 

December 31, 2021
Interest rate swap contracts $ 187,661  $ (7,185) $ (161,529) $ 18,947 
TBA Agency Securities 11,412  (3,715) 4,036  11,733 
Totals $ 199,073  $ (10,900) $ (157,493) $ 30,680 

(1)
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(1) See Note 4 to the consolidated financial statements for additional discussion.

  Gross Amounts Not Offset  

Liabilities Gross Amounts
Financial

Instruments Cash Collateral Total Net
December 31, 2022
Futures contracts $ (516) $ 516  $ —  $ — 
TBA Agency Securities (12,500) 12,500  —  — 
Totals $ (13,016) $ 13,016  $ —  $ — 

December 31, 2021
Interest rate swap contracts $ (7,185) $ 7,185  $ —  $ — 
TBA Agency Securities (3,715) 3,715  —  — 
Totals $ (10,900) $ 10,900  $ —  $ — 

(1) See Note 4 to the consolidated financial statements for additional discussion.

At December 31, 2022, we had interest rate swap contracts with an aggregate notional balance of $6,350,000, a weighted average swap rate of 0.72% and a
weighted average term of 73 months. At December 31, 2021, we had interest rate swap contracts with an aggregate notional balance of $7,210,000, a weighted
average swap rate of 0.63% and a weighted average term of 77 months (see Note 7 to the consolidated financial statements). We also had TBA Agency Securities with
an aggregate notional balance of $800,000 and $4,500,000 at December 31, 2022 and December 31, 2021, respectively.

The following table details the changes in the fair value of our interest rate swap contracts for the years ended December 31, 2022 and December 31, 2021.

For the Years Ended
Interest Swap Contracts December 31, 2022 December 31, 2021
Net Balance, beginning of period $ 180,476  $ 33,722 

Net interest rate swap contract payments paid 17,027  14,279 
Interest rate swap income accrued 107,269  4,436 
Interest rate swap expense accrued (54,049) (29,241)
Current unrealized gains 677,865  81,587 
Amortization of prior unrealized gains 122,101  17,056 
Gain (loss) on early terminations (67,030) 58,637 

Net Balance, end of period $ 983,659  $ 180,476 

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 derivatives will have the desired beneficial impact on our results of operations or financial condition. We have not elected cash flow hedge accounting
treatment as allowed by GAAP. Since we do not designate our derivative activities as cash flow hedges, realized as well as unrealized gains/losses from these
transactions will impact our GAAP earnings.

(1)
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Use of derivative instruments may fail to protect or could adversely affect us because, among other things:

• available derivatives may not correspond directly with the interest rate risk for which protection is sought (e.g., the difference in interest rate movements for
long-term U.S. Treasury Securities compared to Agency Securities);

• the duration of the derivatives may not match the duration of the related liability;
• the counterparty to a derivative agreement with us may default on its obligation 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;
• we may lose collateral we have pledged to secure our obligations under a derivative agreement if the associated counterparty becomes insolvent or files for

bankruptcy;
• we may experience a termination event under one or more of our derivative 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 derivatives may be downgraded to such an extent that it impairs our ability to sell or assign our side of the

hedging transaction; and
• the value of derivatives may be adjusted from time to time 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 attempt to structure our derivatives to offset the changes in asset prices, the complexity of the actual and expected prepayment characteristics
of the underlying mortgages as well as the volatility in mortgage interest rates relative to U.S. Treasury and interest rate swap contract rates makes achieving high
levels of offset difficult. We recognized net gains (losses) related to our derivatives of $810,834, $52,494 and $(283,801), respectively for the years ended December
31, 2022, December 31, 2021 and December 31, 2020.

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 derivatives clearing organization. We are required to clear certain new interest rate swap contracts. Cleared interest rate swaps may have higher margin
requirements than uncleared interest rate swaps we previously had. We have established an account with a futures commission merchant for this purpose. To date,
we have not entered into any cleared interest rate swap contracts.

We are required to account for our TBA Agency Securities as derivatives when it is reasonably possible that we will not take or make timely physical delivery
of the related securities. However, from time to time, we use TBA Agency Securities primarily to effectively establish portfolio positions. See the section, "TBA Agency
Securities" above.
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The following graphs present the notional and weighted average interest rate of our interest rate swap contracts by year of maturity.
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Liquidity and Capital Resources

At December 31, 2022, our liquidity totaled $689,156, consisting of $87,284 of cash plus $601,872 of unencumbered Agency Securities and U.S. government
securities (including securities received as collateral). Our primary sources of funds are borrowings under repurchase arrangements, monthly principal and interest
payments on our MBS and cash generated from our operating results. Other potential sources of liquidity include our automatic shelf registration 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 securities. During the
years ended December 31, 2022 and December 31, 2021, we sold 70,041 and 17,915 shares under the 2021 Common stock ATM Sales Agreement for proceeds of
$475,537 and $199,444, net of issuance costs and commissions of approximately $5,157 and $2,277, respectively. During the year ended December 31, 2022, we also
repurchased 1,478 common shares under our current repurchase authorization for a cost of $7,664 (see Note 10 to the consolidated financial statements). See Note
14 for additional discussion of transactions with BUCKLER.

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 carried on our consolidated balance sheet is
significantly less important than our potential liquidity available under our borrowing arrangements. We continue to pursue additional lending counterparties in order
to help increase our financial flexibility and ability to withstand periods of contracting liquidity in the credit markets.

In addition to the repurchase agreement financing discussed above, from time to time we have entered into reverse repurchase agreements with certain of
our repurchase agreement counterparties. Under a typical reverse repurchase agreement, we purchase U.S. Treasury Securities from a borrower in exchange for cash
and agree to sell the same securities back in the future. We then sell such U.S. Treasury Securities to third parties and recognize a liability to return the securities to
the original borrower. Reverse repurchase agreement receivables
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and repurchase agreement liabilities are presented net when they meet certain criteria, including being with the same counterparty, being governed by the same
MRA, settlement through the same brokerage or clearing account and maturing on the same day. The practical effect of these transactions is to replace a portion of
our repurchase agreement financing of our MBS in our securities portfolio with short positions in U.S. Treasury Securities. We believe that this helps to reduce interest
rate risk, and therefore counterparty credit and liquidity risk. Both parties to the repurchase and reverse repurchase transactions have the right to make daily margin
calls based on changes in the value of the collateral obtained and/or pledged. At December 31, 2022, we had $704,276 in reverse repurchase agreements. We did not
have any reverse repurchase agreements outstanding at December 31, 2021. We had obligations to return securities received as collateral associated with our reverse
repurchase agreements as of December 31, 2022 of $502,656. We did not have such obligations at December 31, 2021.

Our primary uses of cash are to purchase MBS, pay interest and principal on our borrowings, fund our operations and pay dividends. From time to time, we
purchase or sell assets for forward settlement up to 90 days in the future to lock in purchase prices or sales proceeds. At December 31, 2022 and December 31, 2021,
we financed our securities portfolio with $6,463,058 (net of reverse repurchase agreements of $704,276) and $3,948,037 of borrowings under repurchase
agreements. We generally seek to borrow (on a recourse basis) between six and ten times the amount of our total stockholders’ equity. Our debt to equity ratios at
December 31, 2022 and December 31, 2021, were 5.81:1 and 3.45:1, respectively, as we substituted Agency MBS for TBA Agency Securities. Our leverage ratios,
including notional on our TBA Agency Securities, were 6.51:1 and 7.39:1 at December 31, 2022 and December 31, 2021, respectively. Implied leverage, including TBA
Securities and forward settling sales and unsettled purchases was 6.83:1 at December 31, 2022.

Securities Portfolio Matters

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

Securities purchased using proceeds from repurchase agreements and principal repayments $ 16,630,390  $ 2,253,829  $ 10,698,641 
Average securities portfolio $ 8,270,780  7,677,721  7,834,588 
Cash received from principal repayments on MBS $ 573,609  870,985  1,262,930 
Net cash increase (decrease) from repurchase agreements $ 2,515,021  (588,028) (6,818,482)
Cash interest payments made on liabilities $ 136,966  21,316  183,502 
Cash and cash collateral posted to counterparties provided by operating activities $ 124,085  11,738  (257,824)

(1) The increase in cash and cash collateral posted to counterparties related to operating activities from 2021 to 2022 and from 2020 to 2021 is related to the realized
gains on derivatives.

Other Contractual Obligations

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 thereafter automatically renewed for an additional five-year term unless terminated under certain
circumstances.

(1)
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The following table reconciles the fees incurred in accordance with the management agreement for the years ended December 31, 2022, December 31, 2021
and December 31, 2020 (see Note 8 to the consolidated financial statements).

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

ARMOUR management fees $ 33,714  $ 31,063  $ 29,580 
Less management fees waived (7,800) (8,600) (8,855)
Total management fee expense $ 25,914  $ 22,463  $ 20,725 

We adopted the 2009 Stock Incentive Plan (as amended, the “Plan”) to attract, retain and reward directors and other persons who provide services to us in
the course of operations. The Plan authorizes the Board to grant awards including common stock, restricted shares of common stock (“RSUs”), stock options,
performance shares, performance units, stock appreciation rights and other equity and cash-based awards (collectively, “Awards”), subject to terms as provided in the
Plan. At December 31, 2022, there were 2,167 shares available for future issuance under the Plan.

At December 31, 2022, there was approximately $7,321 of unvested stock based compensation related to the Awards (based on a weighted grant date price
of $12.88 per share), which we expect to recognize as an expense as follows: in 2023 an expense of $2,416, in 2024 an expense of $2,416, and thereafter an expense
of $2,489. Our policy is to account for forfeitures as they occur. We also pay each of our non-executive Board members quarterly fees, which are payable in cash,
common stock, RSUs or a combination of common stock, RSUs and cash at the option of the director. Compensation to be paid to our non-executive Board in the form
of cash and common equity is $1,351 annually (see Note 9 to the consolidated financial statements).

We currently believe that we have sufficient liquidity and capital resources available for the acquisition of additional investments, repayments on repurchase
borrowings, reacquisition of securities to be returned to borrowers and the payment of cash dividends as required for continued qualification as a REIT.

Repurchase Agreements, net

Declines in the value of our Agency Securities portfolio can trigger margin calls by our lenders under our repurchase agreements. An event of default or
termination event under the standard MRA would give our counterparty the option to terminate all repurchase transactions existing 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, tighten
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 netting 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 timing of investment and reinvestment activity (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 conditions 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 securities pledged to secure a repurchase agreement decreases to the point where the positive 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
additional collateral to meet the obligations under our repurchase agreements. Under our repurchase facilities, our lenders have full discretion to determine the value
of the MBS we pledge to them. Most of our lenders will value securities 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 securities pledged as collateral when scheduled and unscheduled principal repayments are
announced monthly.

Forward-Looking Statements Regarding Liquidity

Based on our current portfolio, leverage rate and available borrowing arrangements, we believe that our cash flow from operations and our ability to make
timely portfolio adjustments will be sufficient to enable us to meet anticipated short-term (one year or less) liquidity requirements such as to fund our investment
activities, meet our financing obligations, pay fees under the management agreement and fund our distributions to stockholders and pay general corporate expenses.

We may increase our capital resources by obtaining long-term credit facilities or making public or private offerings of equity or debt securities, including
classes of preferred stock, common stock and senior or subordinated notes to meet our liquidity requirements. These requirements include maturing repurchase
agreements, settling TBA Agency Security positions and potentially making net payments on our interest rate swap contracts, and in each case, continuing to meet
ongoing margin requirements. Such financing will depend on
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market conditions 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.

Critical Accounting Estimates

Valuation

Fair value is based on valuations obtained from third-party pricing services and/or dealer quotes. The third-party pricing services use common market pricing
methods that include valuation 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 severities, spread to the Treasury curve and interest rate swap curves, duration,
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 indications from up to three dealers who make markets in similar MBS. Management reviews pricing used to ensure that current market conditions are
properly reflected. This review includes, but is not limited to, comparisons of similar market transactions or alternative third-party pricing services, dealer pricing
indications and comparisons to a third-party pricing model.

Valuation modeling is required because each individual MBS pool is a separately identified security with individual combinations of characteristics that
influence market pricing. While the Agency Security market is generally very active and liquid within the context of broader classes of MBS, any particular security will
likely trade infrequently. Our interest rate contracts are bilateral contracts with individual dealers and counterparties and are not cleared through recognized clearing
organizations. Valuation models for these positions rely on information from the active and liquid general interest rate swap market to infer the value of these unique
positions.

From time to time, we challenge the information and valuations we receive from third-party pricing services. Occasionally, the third-party pricing services
revise their information or valuations 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 particular fair value estimated for any individual position represents the price at which it may actually be bought or sold at any given
date.

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

We update our fair value estimates at the end of each business day to reflect current market dynamics. During times of high market volatility, it can be
difficult to obtain accurate market information timely, and accordingly, the confidence interval around our valuation estimates will increase, potentially significantly.
During 2022, the largest inter-day movement was the overall estimated values of our investment and hedge positions translated to a change in estimated book value
of $0.52 per common share. Similarly, 95% of inter-day movements in estimated value translated to changes in estimated book value per share of $0.39 or less.

Available for Sale Securities

Agency Securities acquired on or before March 31, 2020 are classified as available for sale. We realize gains and losses on our available for sale securities
upon their sale. At that time, previously unrealized amounts included in accumulated other comprehensive income are reclassified and reported in net income as
other gain or loss. To the extent that we sell available for sale securities in later periods after changes in the fair value of those
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available for sale securities have occurred, we may report significant net income or net loss without a corresponding change in our total stockholders' equity.

Declines in the fair values of our available for sale securities that represent impairments are also treated as realized losses and reported in net income as
other loss. We evaluate available for sale securities for impairment at least on a quarterly basis and more frequently when economic or market concerns warrant such
evaluation. We consider available for sale securities impaired if we (1) intend to sell the available for sale securities, (2) believe it is more likely than not that we will be
required to sell the securities before recovery (for example, because of liquidity requirements or contractual obligations), and (3) an impairment exists. Impairment
losses recognized establish a new cost basis for the related available for sale securities. Gains or losses on subsequent sales are determined by reference to such new
cost basis.

Gains and losses on available for sale Agency Securities are included in net income only when realized upon sale or recognized as impairments; therefore,
reported net income will generally not reflect all elements of our overall investment performance for the period. At December 31, 2022, the fair value of our available
for sale Agency Securities totaled $187,944 which represented 2.3% of our securities positions, or 2.1% of our total investment securities, including TBA Agency
Securities. Subsequent to December 31, 2022, we sold the remaining balance of our Agency Securities, available for sale and purchased Agency Securities, trading.

Inflation

Virtually all of our assets and liabilities are interest rate-sensitive in nature. As a result, interest rates and other factors influence our performance far more
than inflation. Changes in interest rates do not necessarily correlate with inflation rates or changes in inflation rates. Our financial statements are prepared in
accordance with GAAP and any distributions 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 activities and balance sheet are measured with reference to fair value without considering inflation.

Subsequent Events

See Note 8, Note 9 and Note 10 to the consolidated financial statements.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The forward-looking statements in this report are based on our beliefs, assumptions and expectations of our future performance, taking into account all
information currently available to us. These beliefs, assumptions and expectations are subject to risks and uncertainties 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 condition, liquidity and results of operations may vary materially from
those expressed in our forward-looking statements. See Part I, Item 1A. "Risk Factors" of this 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:

• the impact of COVID-19 or a new pandemic on our operations;
• the geopolitical situation as a result of the war in Ukraine may continue to adversely affect the U.S. economy, which may lead the Fed to take actions 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 regulations affecting the

relationship 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 legislation reforming or winding down Fannie Mae or Freddie Mac;
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• mortgage loan modification programs and future legislative action;
• actions by the Fed which could cause a change of the yield curve, which could materially adversely affect our business, financial condition and results of

operations and our ability to pay distributions to our stockholders;
• the impact of a delay or failure of the U.S. Government in reaching an agreement on the national debt ceiling;
• availability, terms and deployment of capital;
• extended trade disputes with foreign countries;
• changes in economic conditions generally;
• changes in interest rates, interest rate spreads and the yield curve or prepayment rates;
• general volatility of the financial markets, including markets for mortgage securities;
• a downgrade of the U.S. Government's or certain European countries' credit ratings and future downgrades of the U.S. Government's or certain European

countries' credit ratings may materially adversely affect our business, financial condition and results of operations;
• 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;
• inflation or deflation;
• the impact of a shutdown of the U.S. Government;
• availability of suitable investment opportunities;
• the degree and nature of our competition, including competition for MBS;
• changes in our business and investment strategy;
• our failure to maintain our qualification as a REIT;
• our failure to maintain an exemption 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 relationship with us;
• the existence of conflicts of interest in our relationship 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 potential for Buckler's inability to access attractive repurchase financing on our behalf or secure profitable third-party business;
• our management's competing duties to other affiliated entities, 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;
• limitations imposed on our business by our status as a REIT under the Code;
• the potential burdens on our business of maintaining our exclusion from the 1940 Act and possible consequences of losing that exclusion;
• changes in GAAP, including interpretations thereof; and
• changes in applicable laws and regulations.

We cannot guarantee future results, levels of activity, 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 obligation to update or revise any industry information or forward-looking
statements set forth in this report to reflect new information, future events or otherwise, except as required under the U.S. federal securities laws.
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We seek to manage our risks related to the credit-quality of our assets, interest rates, liquidity, prepayment speeds and market value while, at the same time,
seeking to provide an opportunity to stockholders to realize attractive risk adjusted returns through ownership of our capital stock. While we do not seek to avoid risk
completely, we believe the risk can be quantified from historical experience and seek to actively manage that risk, to earn sufficient compensation to justify 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 sensitive to many factors, including governmental monetary and tax policies, domestic
and international economic and political considerations 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 connection with our liabilities, by affecting the
spread between the interest-earning assets and interest-bearing liabilities. 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
counterparties demanding additional collateral pledges or liquidation of some of the existing collateral to reduce borrowing levels.

A portion of our securities portfolio consists of hybrid adjustable rate and adjustable rate MBS. Hybrid mortgages are ARMs that have a fixed interest rate for
an initial period of time (typically three years or greater) and then convert to an adjustable rate for the remaining loan term. ARMs are typically subject to periodic and
lifetime interest rate caps that limit the amount the interest rate can change during any given period. Furthermore, some ARMs may be subject to periodic payment
caps that result in some portion of the interest being deferred and added to the principal outstanding. ARMs are also typically subject to a minimum interest rate
payable. Most of our adjustable rate assets are based on the one-year constant maturity treasury rate. Our fixed rate MBS have interest rates that are not variable and
are constant for the entire loan term.

Our borrowings are not subject to similar restrictions and are generally repurchase agreements of limited duration 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 limitation, 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
negatively impact our liquidity, net income and our ability to make distributions to stockholders.

We anticipate that in most cases the interest rates, interest rate indices and repricing terms of our mortgage assets and our funding sources will not be
identical, thereby creating an interest rate mismatch between assets and liabilities. These indices generally move in the same direction, but there can be no assurance
that this will continue 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 negatively 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 liabilities, including our derivative instruments and obligations to return securities
received as collateral.

We primarily assess our interest rate risk by estimating the effective duration of our assets and the effective duration of our liabilities and by estimating the
time difference between the interest rate adjustment of
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our assets and the interest rate adjustment of our liabilities. Effective duration essentially measures the market price volatility of financial instruments as interest rates
change. We generally estimate effective duration using various financial models and empirical data. Different models and methodologies can produce different
effective duration estimates for the same securities.

The sensitivity analysis tables presented below reflect the estimated impact of an instantaneous parallel shift in the yield curve, up and down 50 and 100
basis points, on the market value of our interest rate-sensitive investments and net interest income, at December 31, 2022 and December 31, 2021. It assumes that
the mortgage spread on our MBS remains constant. Actual interest rate movements over time will likely be different, and such differences may be material. When
evaluating the impact of changes in interest rates, prepayment assumptions and principal reinvestment rates are adjusted based on ACM’s expectations. Interest rates
for interest rate swaps and repurchase agreements are assumed to remain positive. The analysis presented utilized assumptions, models and estimates of ACM based
on ACM's judgment and experience.

Percentage Change in Projected
Change in Interest Rates  Net Interest Income  Portfolio Including Derivatives  Shareholder's Equity

December 31, 2022
1.00% 2.81% (1.60)% (13.54)%
0.50% 1.41% (0.76)% (6.39)%

(0.50)% (1.42)% 0.60% 5.08%
(1.00)% (2.87)% 0.98% 8.31%

December 31, 2021
1.00% 48.15% (0.85)% (6.98)%
0.50% 24.45% (0.30)% (2.49)%

(0.50)% (3.93)% (0.07)% (0.57)%
(1.00)% (6.69)% (0.56)% (4.60)%

While the tables above reflect the estimated immediate impact of interest rate increases and decreases on a static securities portfolio, we rebalance our
securities portfolio from time to time 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 volatility in the market value of our assets could increase significantly when interest rates change beyond amounts shown in the tables above. In
addition, other factors impact the market value of and net interest income from our interest rate-sensitive investments and derivative instruments, such as the shape
of the yield curve, market expectations as to future interest rate changes and other market conditions. 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 negatively impact our book value.
Furthermore, if our lenders are unwilling or unable to provide additional financing, we could be forced to sell our MBS at an inopportune time when prices are
depressed.
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The table below quantifies the estimated changes in the fair value of our securities portfolio and in our shareholders' equity as of December 31, 2022 and
December 31, 2021. The estimated impact of changes in spreads is in addition to our interest rate sensitivity presented above. Our securities portfolio's sensitivity to
mortgage spread changes will vary with changes in interest rates and in the size and composition of our securities portfolio. Therefore, actual results could differ
materially from our estimates.

December 31, 2022 December 31, 2021
Percentage Change in Projected Percentage Change in Projected

Change in MBS spread Portfolio Value Shareholders' Equity Portfolio Value Shareholders' Equity
+25 BPS (1.54)% (12.39)% (1.35)% (10.81)%
+10 BPS (0.61)% (4.96)% (0.54)% (4.32)%
-10 BPS 0.61% 4.96% 0.54% 4.32%
-25 BPS 1.54% 12.39% 1.35% 10.81%

Prepayment Risk

As we receive payments of principal on our MBS, premiums paid on such securities are amortized 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.
Volatility in actual prepayment speeds will create volatility in the amount of premium amortization 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 securities portfolio of Agency Securities. The payment of principal and interest on the Freddie Mac
and Fannie Mae Agency Securities are guaranteed by those respective agencies and the payment of principal and interest on the Agency Securities 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 rating actions may impact the credit risk associated with Agency Securities and, therefore, the value of the Agency Securities. All of our Agency Securities
are issued and guaranteed by GSEs or Ginnie Mae. The GSEs have a long term credit rating of AA+.

At December 31, 2022 and December 31, 2021, we did not own any Credit Risk and Non-Agency Securities. From time to time we may purchase Credit Risk
and Non-Agency Securities at prices which incorporate our expectations for prepayment speeds, defaults, delinquencies and severities. These expectations determine
the yields we receive on our assets. If actual prepayment speeds, defaults, delinquencies and severities are different from our expectations, our actual yields could be
higher or lower. We evaluate each investment based on the characteristics of the underlying collateral and securitization structure, rather than relying on the ratings
assigned by rating agencies. Credit Risk and Non-Agency Securities are subject to risk of loss with regard to principal and interest payments.
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Liquidity Risk

Our primary liquidity risk arises from financing long-maturity MBS with short-term debt. The interest rates on our borrowings generally adjust more
frequently than the interest rates on our ARMs. 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 counterparties demanding additional collateral pledges or liquidation of some of the existing collateral to
reduce borrowing levels.

Operational Risk

We rely on our financial, accounting and other data processing systems. Computer malware, viruses, computer hacking and phishing attacks 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
institutions 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 parties that facilitate our
business activities, have not or will not experience a breach. It is difficult to determine what, if any, negative impact may directly result from any specific interruption
or cyber-attacks or security breaches of our networks or systems (or the networks or systems of third parties that facilitate our business activities) or any failure to
maintain performance.

ACM has established an IT Committee to help mitigate technology risks including cybersecurity. One of the roles of the IT Committee is to oversee cyber risk
assessments, monitor applicable key risk indicators, review cybersecurity training procedures, oversee the Company’s Cybersecurity Incident Response Plan and
engage third parties to conduct periodic penetration testing. Our cybersecurity risk assessment includes an evaluation of cyber risk related to sensitive data held by
third parties on their systems. There is no assurance that these efforts will effectively mitigate cybersecurity risk and mitigation efforts are not an assurance that no
cybersecurity incidents will occur.

In addition, our Audit Committee periodically monitors and oversees our information and cybersecurity risks including reviewing and approving any
information and cybersecurity policies, procedures and resources, and reviewing our information and cybersecurity risk assessment, detection, protection, and
mitigation systems.
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Item 8. Financial Statements and Supplementary Data

Reference is made to the Index to Consolidated Financial Statements that appears on page F-1 of this Annual Report on Form 10-K. The Report of
Independent Registered Public Accounting Firm, the Consolidated Financial Statements and the Financial Statement Notes, listed in the Index to Consolidated Financial
Statements, which appear beginning on page F-2 of this Annual Report on Form 10-K, are incorporated by reference to this Item 8.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our Co-CEOs and CFO participated in an evaluation by our management of the effectiveness of our disclosure controls and procedures (as defined in Rules
13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of our fiscal year that ended on December 31, 2022. Based on their participation in that evaluation, our
Co-CEOs and CFO concluded that our disclosure controls and procedures were effective as of December 31, 2022 to ensure that information required to be disclosed in
our reports filed or submitted under the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms, and to ensure that information required to be disclosed in our reports filed or furnished under the Exchange Act, is accumulated and communicated to our
management, including our Co-CEOs and CFO, as appropriate, to allow timely decisions regarding required disclosures.

Internal Control Over Financial Reporting

Our Co-CEOs and CFO also participated in an evaluation by our management of any changes in our internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that occurred during the quarter ended December 31, 2022. That evaluation did not identify any changes that
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Management Report On Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting for the Company.  Internal control over
financial reporting is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act as a process designed by, or under the supervision of, our principal executive and
principal financial officers and effected by our Board, management and other personnel to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with GAAP and includes those policies and procedures that:

• pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of our assets;
• provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP and that

our receipts and expenditures are being made only in accordance with authorizations of our management and directors; and
• provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could have a material

effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. As a result, even systems determined to
be effective can provide only reasonable assurance regarding the preparation and presentation of financial statements. Moreover, projections of any evaluation of
effectiveness to future periods are subject to the risks that controls may become inadequate because of changes in conditions or that the degree of compliance with
the policies or procedures may deteriorate.

There have been no changes in our internal controls over financial reporting that occurred during the quarter ended December 31, 2022, that have materially
affected, or are reasonably likely to affect our internal control over financial reporting.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2022. Management used criteria set
forth by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework (2013) when making this
assessment.

Based on management’s assessment, management concluded that, as of December 31, 2022, the Company’s internal control over financial reporting was
effective. The Company’s independent registered public accounting firm, Deloitte & Touche LLP, has issued its attestation report on the Company’s internal control over
financial reporting. This report appears on page F-3 of this Annual Report on Form 10-K.

Item 9B. Other Information

On February 14, 2023, the Company and ACM further amended and restated the management agreement between ARMOUR and ACM (as further amended
and restated, the “Eighth Amended and Restated Management Agreement”) to extend the base term of the management agreement by 2.6 additional years from June
18, 2027, the current expiration date of the base term of the management agreement, to December 31, 2029. The termination and extension procedures and all other
terms in the management agreement remain unchanged. Such Eighth Amended and Restated Management Agreement replaces in its entirety the existing Seventh
Amended and Restated Management Agreement, dated and effective as of July 21, 2020. A copy of the Eighth Amended and Restated Management Agreement is
attached to this annual report on Form 10-K as exhibit 10.2 and is incorporated herein by reference. The foregoing description of certain material terms of the Eighth
Amended and Restated Management Agreement and the transactions contemplated thereby does not purport to be complete and is qualified in its entirety by
reference to such exhibit.

On February 14, 2023, we submitted Articles of Amendment with the State of Maryland to increase the number of authorized shares of common stock from
300,000 shares to 450,000 shares to be effective as of February 14, 2023. A copy of the Articles of Amendment is attached hereto as Exhibit 3.10 and incorporated
herein by reference.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.
    

Not applicable.



PART III
ARMOUR Residential REIT, Inc.

71

Item 10. Directors, Executive Officers and Corporate Governance

The information required by Item 10 of this Annual Report on Form 10-K will be contained in and is hereby incorporated by reference to, the proxy statement
for our 2023 annual meeting of stockholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of the fiscal year covered by
this report.

Item 11. Executive Compensation

The information required by Item 11 of this Annual Report on Form 10-K will be contained in and is hereby incorporated by reference to, the proxy statement
for our 2023 annual meeting of stockholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of the fiscal year covered by
this report.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by Item 12 of this Annual Report on Form 10-K will be contained in and is hereby incorporated by reference to, the proxy statement
for our 2023 annual meeting of stockholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of the fiscal year covered by
this report.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by Item 13 of this Annual Report on Form 10-K will be contained in and is hereby incorporated by reference to, the proxy statement
for our 2023 annual meeting of stockholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of the fiscal year covered by
this report.

Item 14. Principal Accounting Fees and Services
 

The information required by Item 14 of this Annual Report on Form 10-K will be contained in and is hereby incorporated by reference to, the proxy statement
for our 2023 annual meeting of stockholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of the fiscal year covered by
this report.
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Term Definition

Agency Securities Securities issued or guaranteed by Fannie Mae, Freddie Mac and Ginnie Mae; interests in or obligations backed by pools of fixed
rate, hybrid adjustable rate and adjustable rate mortgage loans.

ARMs Adjustable Rate Mortgage backed securities.

AVM A securities broker dealer, which we contract with for administering clearing and settlement services for our securities and
derivative transactions, as well as assistance with financing transaction services such as repurchase financing.

Basis swap contracts Derivative contracts that allow us to exchange one floating interest rate basis for another, for example, Federal Funds Rate and
SOFR, thereby allowing us to diversify our floating 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 potentially more attractive terms (considering rate, term, size, haircut, relationship
and funding commitment) compared to other suitable repurchase financing counterparties.

CFO Chief Financial Officer of ARMOUR, James Mountain.

CFTC U.S. Commodity Futures Trading Commission.

CME Chicago Mercantile Exchange.
Co-CEOs Co-Chief Executive Officers of ARMOUR, Jeffrey Zimmer and Scott Ulm.

CPOs Commodity pool operators.

CMBS Commercial mortgage backed securities.

CMOs Collateralized mortgage obligations.

Code The Internal Revenue Code of 1986.    

COVID-19 The Coronavirus pandemic.
CPR Constant prepayment rate.

Credit Risk and Non-Agency
Securities

Securities backed by residential mortgages in which we may invest, which are not issued or guaranteed by Fannie Mae, Freddie
Mac or Ginnie Mae.

Distributable Earnings Distributable Earnings, including TBA Drop Income, is a non-GAAP measure. Net interest income plus TBA Drop Income is adjusted
for the net coupon effect of interest rate swaps minus net operating expenses. Distributable Earnings differs from GAAP total
comprehensive loss, which includes realized gains and losses and market value adjustments. Distributable Earnings should
be considered as supplementary to, and not as a substitute for, the Company’s net interest income and total comprehensive
income (loss) computed in accordance with GAAP as a measure of the Company’s financial performance.

Dodd-Frank Act The Dodd-Frank Wall Street Reform and Consumer Protection Act.

ERISA Employee Retirement Income Security Act.

Exchange Act Securities Exchange Act of 1934.

Fannie Mae The Federal National Mortgage Association.

Fed The U.S. Federal Reserve.

FICC Fixed Income Clearing Corporation. An agency that deals with the confirmation, settlement and delivery of fixed-income assets in
the U.S. They ensure the systematic and efficient settlement of MBS and U.S. government securities.
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FINRA The Financial Industry Regulatory Authority. A private corporation that acts as a self-regulatory organization.

Freddie Mac The Federal Home Loan Mortgage Corporation.

Futures contracts Eurodollar futures contracts.
GAAP Accounting principles generally accepted in the United States of America.

GDP Gross domestic product.

Ginnie Mae The Government National Mortgage Administration.

GSE A U.S. Government Sponsored Entity. Obligations of agencies originally established or chartered by the U.S. government to serve
public purposes as specified by the U.S. Congress; these obligations are not explicitly guaranteed as to the timely 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 initial term after which the rate becomes adjustable according to a specific schedule.

Interest-Only Securities The interest portion of Agency Securities, which is separated and sold individually from the principal portion of the same payment.

IRS The Internal Revenue Service.

ISDA International Swaps and Derivatives Association.

JAVELIN JAVELIN Mortgage Investment Corp., formerly a publicly-traded REIT. Since its acquisition on April 6, 2016, JAVELIN became a
wholly-owned, qualified REIT subsidiary of ARMOUR and continues to be managed by ACM pursuant to the pre-existing
management agreement between JAVELIN and ACM.

LIBOR The London Interbank Offered Rate.

MBS Mortgage backed securities. A security representing 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 Acquisition Corporation ("Acquisition") with and into JAVELIN on April 6, 2016.

MGCL Maryland General Corporation Law.

MRA Master repurchase agreement. A document that outlines standard terms between the Company and counterparties for repurchase
agreement transactions.

Multi-Family MBS MBS issued under Fannie Mae's Delegated Underwriting System (DUS) program.

NYSE New York Stock Exchange.

REIT Real Estate Investment Trust. A special purpose investment vehicle that provides investors with the ability to participate 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.

Repurchase Program ARMOUR's common stock repurchase program authorized by our Board.

Sarbanes-Oxley Act A U.S. federal law that set new or enhanced standards for all U.S. public company boards, management and public accounting
firms. Section 302 requires senior management to certify the accuracy of the financial statements. Section 404 requires that
management and auditors establish internal controls and reporting methods on the adequacy of those controls.

SEC The Securities and Exchange Commission.

S&P 500 Standard and Poor's 500 Stock Index.
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SOFR Secured overnight funding rate. A measure of the cost of borrowing cash overnight collateralized by U.S. Treasury Securities.

TBA Agency Securities Forward contracts for the purchase (“long position”) or sale (“short position”) of Agency Securities 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 Securities contracts which reflects the expected interest income on the underlying
deliverable Agency Securities, net of an implied financing cost, which would have been earned by the buyer if the TBA Agency
Securities contract had settled on the next regular settlement date instead of the forward settlement date specified. TBA Drop
Income is calculated as the difference between the forward settlement price of the TBA Agency Securities contract and the spot
price of similar TBA Agency Securities contracts for regular settlement. The Company generally accounts for TBA Agency Securities
contracts as derivatives and TBA Drop Income is included as part of the periodic changes in fair value of the TBA Agency Securities
that the Company recognizes in the Other Income (Loss) section of its Consolidated Statement of Operations.

TRS Taxable REIT subsidiary.

U.S. United States.

1940 Act The Investment Company Act of 1940.
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(1) Financial Statements

See Item 8 – Financial Statements and Supplementary Data.

(2) Financial Statement Schedules

All supplemental schedules have been omitted since the required information is not present in amounts sufficient to require submission of the schedule, or
because the required information is included in the consolidated financial statements or notes thereto.

(3) Exhibits

See Exhibit Index.

EXHIBIT INDEX
Exhibit
Number Description
3.1 Articles of Amendment and Restatement of Articles of Incorporation of ARMOUR Residential REIT, Inc. (Incorporated by reference to Exhibit 3.4 to

ARMOUR's Current Report on Form 8-K filed with the SEC on November 12, 2009)
3.2 Articles of Amendment to Articles of Amendment and Restatement (Incorporated by reference to Exhibit 3.1 to ARMOUR's Current Report on Form 8-

K filed with the SEC on August 8, 2011)
3.3 Articles of Amendment to Articles of Amendment and Restatement (Incorporated by reference to Exhibit 3.1 to ARMOUR's Current Report on Form 8-

K filed with the SEC on December 1, 2011)
3.4 Articles of Amendment to Articles of Amendment and Restatement of ARMOUR Residential REIT, Inc. (Incorporated by reference to Exhibit 3.3 to

ARMOUR's Quarterly Report on Form 10-Q filed with the SEC on November 1, 2012)
3.5 Articles of Amendment to the Articles of Amendment and Restatement of ARMOUR Residential REIT, Inc, effective July 31, 2015 (Incorporated by

reference to Exhibit 3.1 to ARMOUR's Current Report on Form 8-K filed with the SEC on August 3, 2015)
3.6 Articles of Amendment to the Articles of Amendment and Restatement of ARMOUR Residential REIT, Inc, effective July 31, 2015 (Incorporated by

reference to Exhibit 3.2 to ARMOUR's Current Report on Form 8-K filed with the SEC on August 3, 2015)
3.7 Articles Supplementary of 7.00% Series C Cumulative Redeemable Preferred Stock (incorporated by reference to Exhibit 3.11 to ARMOUR's

Registration Statement on Form 8-A (Reg. No. 001-34766), filed with the SEC on January 28, 2020)
3.8 Articles of Amendment to Articles of Amendment and Restatement of ARMOUR Residential REIT, Inc., effective August 20, 2021, (Incorporated by

reference to Exhibit 3.1 to ARMOUR's Current Report on Form 8-K filed with the SEC on August 20, 2021)
3.9 Articles of Amendment (incorporated by reference to Exhibit 3.1 to ARMOUR's Current Report on Form 8-K, filed on July 27, 2022)
3.10 Articles of Amendment to Articles of Amendment and Restatement of ARMOUR Residential REIT, Inc., effective February 14, 2023 †
3.11 Amended and Restated Bylaws of ARMOUR Residential REIT, Inc., as amended on October 28, 2014 (Incorporated by reference to Exhibit 3.1 to

ARMOUR's Quarterly Report on Form 10-Q filed with the SEC on October 29, 2014)
3.12 First Amendment to Amended and Restated Bylaws (incorporated by reference to Exhibit 3.1 to ARMOUR's Quarterly Report on Form 10-Q filed with

the SEC on April 25, 2018)
4.1 Description of securities registered pursuant to Section 12 of the Securities Exchange Act of 1934 †
4.2 Specimen Common Stock Certificate of ARMOUR Residential REIT, Inc. (incorporated by reference to Exhibit 4.2 of ARMOUR's Registration Statement

on Form S-4 (Reg. No. 333-160870))

https://content.edgar-online.com/ExternalLink/EDGAR/0001398432-09-000475.html?hash=3d758b5225596f33e9adb1223c8729d13a2a0c5111e23da136a10067afeb7bd9&dest=ex3_4_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001398432-09-000475.html?hash=3d758b5225596f33e9adb1223c8729d13a2a0c5111e23da136a10067afeb7bd9&dest=ex3_4_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001398432-11-000648.html?hash=fd8ecf1fd20e41c8bc07f9b44fe0cdd6600441337a10e3a22d932b24397d4ac6&dest=exh3_1_htm
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4.3 Specimen 7.00% Series C Cumulative Redeemable Preferred Stock Certificate of ARMOUR Residential REIT, Inc. (incorporated by reference to Exhibit
4.3 to ARMOUR's Registration Statement on Form 8-A (Reg. No. 001-34766) filed with the SEC on January 28, 2020)

10.1 ARMOUR Residential REIT, Inc.'s Third Amended and Restated 2009 Stock Incentive Plan (incorporated by reference to Appendix A to ARMOUR's
Definitive Proxy Statement on Schedule 14A, filed April 1, 2021)

10.2 Eighth Amended and Restated Management Agreement, dated and effective as of February 14, 2023, by and between ARMOUR Residential REIT, Inc.
and ARMOUR Capital Management LP †

10.3 First Amended and Restated Sub-Management Agreement, dated February 23, 2015, by and among Staton Bell Blank Check LLC, ARMOUR Capital
Management LP and ARMOUR Residential REIT, Inc. (Incorporated by reference to Exhibit 10.6 to ARMOUR's Annual Report on Form 10-K filed with
the SEC on February 24, 2015)

10.4 Equity Sales Agreement, dated January 29, 2020, among ARMOUR Residential REIT, Inc., ARMOUR Capital Management LP, B. Riley FBR, Inc. and
BUCKLER Securities LLC (incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K, filed by ARMOUR Residential REIT, Inc. with the
SEC on January 31, 2020)

10.5 Amended and Restated Equity Sales Agreement, dated November 12, 2021, by and among ARMOUR Residential REIT, Inc. and ARMOUR Capital
Management LP, and BUCKLER Securities LLC, JMP Securities LLC, Ladenburg Thalmann & Co. Inc., B. Riley Securities, Inc., and JonesTrading
Institutional Services LLC, as sales agents (incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K, filed by ARMOUR Residential
REIT, Inc. with the SEC on November 16, 2021)

10.6 Second Amended and Restated Equity Sales Agreement, dated June 9, 2022, among ARMOUR Residential REIT, Inc. and ARMOUR Capital
Management LP, and BUCKLER Securities LLC, JMP Securities LLC, Ladenburg Thalmann & Co. Inc., B. Riley Securities, Inc., and JonesTrading
Institutional Services LLC (incorporated by reference to Exhibit 1.1 to the Company's Form 8-K filed on June 9, 2022)

10.7 Third Amended and Restated Equity Sales Agreement, dated November 4, 2022, by and among ARMOUR Residential REIT, Inc. and ARMOUR Capital
Management LP, and BUCKLER Securities LLC, JMP Securities LLC, Ladenburg Thalmann & Co. Inc., B. Riley Securities, Inc., and JonesTrading
Institutional Services LLC (incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K, filed by ARMOUR Residential REIT, Inc. with the
SEC on November 4, 2022)

23.1 Consent of Deloitte & Touche LLP †
31.1 Certification of Chief Executive Officer Pursuant to SEC Rule 13a-14(a)/15d-14(a) †
31.2 Certification of Chief Executive Officer Pursuant to SEC Rule 13a-14(a)/15d-14(a) †
31.3 Certification of Chief Financial Officer Pursuant to SEC Rule 13a14(a)/15d-14(a) †
32.1 Certification of Chief Executive Officer Pursuant to 18 U.S.C. §1350 ††
32.2 Certification of Chief Executive Officer Pursuant to 18 U.S.C. §1350 ††
32.3 Certification of Chief Financial Officer Pursuant to 18 U.S.C. §1350 ††
101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline

XBRL document
101.SCH XBRL Taxonomy Extension Schema Document †
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document †
101.DEF XBRL Taxonomy Extension Definition Linkbase Document †
101.LAB XBRL Taxonomy Extension Label Linkbase Document †
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document †
104 Cover Page Interactive Data (formatted as Inline XBRL and contained in Exhibit 101)
† Filed herewith.
†† Furnished herewith.
††† Management contract or compensatory plan, contract or arrangement.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
F-2

To the Stockholders and the Board of Directors of
ARMOUR Residential REIT, Inc.

Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of ARMOUR Residential REIT, Inc. (the "Company") as of December 31, 2022 and 2021, the

related consolidated statements of operations and comprehensive income (loss), stockholders’ equity, and cash flows, for each of the three years in the period ended
December 31, 2022, and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of its operations and its cash flows for each of the three years in
the period ended December 31, 2022, in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal
control over financial reporting as of December 31, 2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated February 15, 2023, expressed an unqualified opinion on the Company's internal control
over financial reporting.

Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial

statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that
our audits provide a reasonable basis for our opinion.

Critical Audit Matters
Critical audit matters are matters arising from the current-period audit of the financial statements that were communicated or required to be communicated

to the audit committee and that (1) relate to accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. We determined that there are no critical audit matters.

/s/ Deloitte & Touche LLP

Miami, Florida
February 15, 2023

We have served as the Company’s auditor since 2011.



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
F-3

To the Stockholders and the Board of Directors of
ARMOUR Residential REIT, Inc.

Opinion on Internal Control over Financial Reporting
We have audited the internal control over financial reporting of ARMOUR Residential REIT, Inc. (the “Company”) as of December 31, 2022, based on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2022, based on criteria established in
Internal Control — Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated financial
statements as of and for the year ended December 31, 2022, of the Company and our report dated February 15, 2023, expressed an unqualified opinion on those
financial statements.

Basis for Opinion
The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management Report on Internal Control Over Financial Reporting. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

/s/ Deloitte & Touche LLP
Miami, Florida
February 15, 2023
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December 31, 2022 December 31, 2021
Assets

Cash $ 87,284  $ 337,664 
Cash collateral posted to counterparties 30,806  18,552 
Investments in securities, at fair value:

Agency Securities (including pledged securities of $7,249,039 ($3,920,706 with BUCKLER) and $3,995,804 ($2,036,385
with BUCKLER), respectively 8,198,591  4,406,521 
U.S. Treasury Securities (including pledged securities of $98,859 with BUCKLER) —  198,833 

Derivatives, at fair value 984,456  199,073 
Accrued interest receivable 28,809  10,570 
Prepaid and other 2,101  1,094 
Subordinated loan to BUCKLER 105,000  105,000 
Total Assets $ 9,437,047  $ 5,277,307 

Liabilities and Stockholders’ Equity    
Liabilities:    
Repurchase agreements, net (including $3,247,474 and $1,963,679, respectively with BUCKLER) $ 6,463,058  $ 3,948,037 
Obligations to return securities received as collateral, at fair value (including $100,531 with BUCKLER) 502,656  — 
Cash collateral posted by counterparties 963,591  171,060 
Payable for unsettled purchases 353,436  — 
Derivatives, at fair value 13,016  10,900 
Accrued interest payable- repurchase agreements (including $9,908 and $457, respectively with BUCKLER) 19,096  944 
Accrued interest payable- U.S. Treasury Securities sold short (including $684 with BUCKLER) 3,418  — 
Accounts payable and other accrued expenses 6,404  2,727 
Total Liabilities $ 8,324,675  $ 4,133,668 

Commitments and contingencies (Note 8)

Stockholders’ Equity:    

Preferred stock, $0.001 par value, 50,000 shares authorized;
7.00% Series C Cumulative Preferred Stock; 6,847 shares issued and outstanding ($171,175 aggregate liquidation
preference) at December 31, 2022 and December 31, 2021. 7  7 
Common stock, $0.001 par value, 300,000 and 200,000 shares authorized; 162,911 shares and 94,152 shares issued
and outstanding at December 31, 2022 and December 31, 2021, respectively. 163  94 
Additional paid-in capital 3,874,627  3,403,127 
Cumulative distributions to stockholders (1,992,361) (1,837,955)
Accumulated net loss (758,537) (528,607)
Accumulated other comprehensive income (loss) (11,527) 106,973 
Total Stockholders’ Equity $ 1,112,372  $ 1,143,639 
Total Liabilities and Stockholders’ Equity $ 9,437,047  $ 5,277,307 

See financial statement notes.
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For the Years Ended
December 31,

2022
December 31,

2021
December 31,

2020
Interest Income:

Interest Income (including $1,597, $70 and $333, respectively with BUCKLER) $ 228,432  $ 80,478  $ 169,402 
Interest expense (including $(59,807), $(3,504) and $(38,663), respectively with BUCKLER) (120,794) (7,110) (62,971)

Net Interest Income $ 107,638  $ 73,368  $ 106,431 
Other Income (Loss):    

Realized gain (loss) on sale of available for sale Agency Securities (reclassified from Other comprehensive
loss) (7,452) 10,952  143,877 
Impairment losses on available for sale Agency Securities (4,183) —  (1,012)
Gain (loss) on Agency Securities, trading (946,666) (77,145) 19,557 
Loss on Credit Risk and Non-Agency Securities —  —  (189,555)
Gain (loss) on U.S. Treasury Securities (152,268) (9,391) 21,357 
Gain (loss) on derivatives, net 810,834  52,494  (283,801)

Total Other Loss $ (299,735) $ (23,090) $ (289,577)
Expenses:    

Management fees 33,774  31,108  29,628 
Compensation 5,485  6,614  5,597 
Other Operating 6,374  5,793  5,595 

Total Expenses $ 45,633  $ 43,515  $ 40,820 
Less management fees waived (7,800) (8,600) (8,855)

Total Expenses after fees waived $ 37,833  $ 34,915  $ 31,965 
Net Income (Loss) $ (229,930) $ 15,363  $ (215,112)

Dividends on preferred stock (11,982) (11,473) (9,787)
Net Income (Loss) available (related) to common stockholders $ (241,912) $ 3,890  $ (224,899)

Net Income (Loss) $ (229,930) $ 15,363  $ (215,112)
Reclassification adjustment for realized (gain) loss on sale of available for sale Agency Securities 7,452  (10,952) (143,877)
Reclassification adjustment for impairment losses on available for sale Agency Securities 4,183  —  1,012 
Net unrealized loss on available for sale Agency Securities (130,135) (61,106) (33,577)

Other Comprehensive loss (118,500) (72,058) (176,442)
Comprehensive Loss $ (348,430) $ (56,695) $ (391,554)

Dividends on preferred stock (11,982) (11,473) (9,787)
Comprehensive Loss related to common stockholders $ (360,412) $ (68,168) $ (401,341)

Continued

(1)
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Net Income (Loss) per share available (related) to common stockholders (Note 11):
Basic $ (2.05) $ 0.05  $ (3.57)

Diluted $ (2.05) $ 0.05  $ (3.57)

Dividends declared per common share $ 1.20  $ 1.20  $ 1.20 

Weighted average common shares outstanding:    
Basic 117,968  79,490  63,070 

Diluted 117,968  80,313  63,070 

(1) Interest expense related to our interest rate swap contracts is recorded as realized loss on derivatives on the consolidated statements of operations and
comprehensive income (loss). For additional information, see Note 7 to the consolidated financial statements.

See financial statement notes.
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  Shares Par        

Preferred
Stock

Common
Stock

Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Cumulative
Distributions to

Stockholders
Accumulated

Net Loss

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'

Equity
Balance January 1, 2020 8,383  58,877  8  59  3,054,604  (1,644,579) (328,858) 355,473  1,436,707 

Other comprehensive loss —  —  —  —  —  —  (215,112) (176,442) (391,554)
Issuance of Series C Preferred stock,
net of expenses 5,347  —  5  —  130,133  —  —  —  130,138 
Issuance of common stock, net —  6,287  —  6  54,569  —  —  —  54,575 
Stock based compensation, net of
withholding requirements —  166  —  —  4,071  —  —  4,071 
Series B Preferred stock, called for
redemption (8,383) —  (8) —  (209,575) —  —  —  (209,583)
Common stock repurchased, net —  (40) —  —  (777) —  —  —  (777)
Series B Preferred dividends —  —  —  —  —  (1,375) —  —  (1,375)
Series C Preferred dividends —  —  —  —  —  (8,412) —  —  (8,412)
Common stock dividends —  —  —  —  —  (75,486) —  —  (75,486)

Balance, December 31, 2020 5,347  65,290  $ 5  $ 65  $ 3,033,025  $ (1,729,852) $ (543,970) $ 179,031  $ 938,304 
Other comprehensive income (loss) —  —  —  —  —  —  15,363  (72,058) (56,695)
Issuance of Series C Preferred stock,
net of expenses 1,500  —  2  —  36,583  —  —  —  36,585 
Issuance of common stock, net —  28,628  —  29  328,751  —  —  —  328,780 
Stock based compensation, net of
withholding requirements —  234  —  —  4,768  —  —  4,768 
Series C Preferred dividends —  —  —  —  —  (11,473) —  —  (11,473)
Common stock dividends —  —  —  —  —  (96,630) —  —  (96,630)

Balance, December 31, 2021 6,847  94,152  $ 7  $ 94  $ 3,403,127  $ (1,837,955) $ (528,607) $ 106,973  $ 1,143,639 
Continued

Shares Par

Preferred
Stock

Common
Stock

Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Cumulative
Distributions to

Stockholders
Accumulated

Net Loss

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'

Equity
Balance, December 31, 2021 6,847  94,152  7  94  3,403,127  (1,837,955) (528,607) 106,973  1,143,639 

Other comprehensive loss —  —  —  —  —  —  (229,930) (118,500) (348,430)
Issuance of common stock, net —  70,041  —  70  475,467  —  —  —  475,537 
Stock based compensation, net of
withholding requirements —  196  —  —  3,696  —  —  —  3,696 
Common stock repurchased, net —  (1,478) —  (1) (7,663) —  —  —  (7,664)
Series C Preferred dividends —  —  —  —  —  (11,982) —  —  (11,982)
Common stock dividends —  —  —  —  —  (142,424) —  —  (142,424)

Balance, December 31, 2022 6,847  162,911  $ 7  $ 163  $ 3,874,627  $ (1,992,361) $ (758,537) $ (11,527) $ 1,112,372 

 See financial statement notes.
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For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

Cash Flows From Operating Activities:
Net Income (Loss) $ (229,930) $ 15,363  $ (215,112)
Adjustments to reconcile net loss to net cash and cash collateral posted to counterparties
provided by (used in) operating activities:

Net amortization of premium on Agency Securities 18,390  48,127  53,322 
Accretion of net discount on Credit Risk and Non-Agency Securities —  —  (2,849)
Net amortization of U.S. Treasury Securities (1,879) (21) 84 
Realized (gain) loss on sale of Agency Securities, available for sale 7,452  (10,952) (143,877)
Impairment losses on available for sale Agency Securities 4,183  —  1,012 
(Gain) loss on Agency Securities, trading 946,666  77,145  (19,557)
Loss on Credit Risk and Non-Agency Securities —  —  189,555 
(Gain) loss on U.S. Treasury Securities 152,268  9,391  (21,357)
Stock based compensation 3,696  4,768  4,071 

Changes in operating assets and liabilities:
(Increase) decrease in accrued interest receivable (17,734) 2,263  21,828 
(Increase) decrease in prepaid and other assets (1,007) 883  7,074 
Change in derivatives, at fair value (783,267) (134,704) (100,692)
Increase (decrease) in accrued interest payable- repurchase agreements 18,152  (681) (30,307)
Increase in accrued interest payable- U.S. Treasury Securities sold short 3,418  —  — 
Increase (decrease) in accounts payable and other accrued expenses 3,677  156  (1,019)

Net cash and cash collateral posted to counterparties provided by (used in) operating activities $ 124,085  $ 11,738  $ (257,824)
Cash Flows From Investing Activities:    

Purchases of Agency Securities (including $203,147 with BUCKLER in 2022) (11,456,994) (1,265,942) (5,838,937)
Purchases of Credit Risk and Non-Agency Securities —  —  (237,928)
Purchases of U.S. Treasury Securities (including $593,162,$99,053 and $0, respectively with
BUCKLER) (4,820,464) (987,887) (4,621,776)
Principal repayments of Agency Securities 573,609  870,985  1,217,164 
Principal repayments of Credit Risk and Non-Agency
Securities —  —  45,766 
Proceeds from sales of Agency Securities 6,349,056  980,380  10,959,587 
Proceeds from sales of Credit Risk and Non-Agency
Securities —  —  889,057 

Continued
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Proceeds from sales of U.S. Treasury Securities (including $814,265 with BUCKLER in 2022) 5,371,563  779,684  4,643,049 
Disbursements on reverse repurchase agreements (including $(1,958,460), $(197,750) and
$0, respectively with BUCKLER) (1,958,460) (391,125) (858,156)
Receipts from reverse repurchase agreements (including $1,254,184, $197,750 and $0,
respectively with BUCKLER) 1,254,184  391,125  858,156 
Increase in cash collateral posted by counterparties 792,531  126,356  29,746 

Net cash and cash collateral posted to counterparties provided by (used in) investing activities $ (3,894,975) $ 503,576  $ 7,085,728 

Cash Flows From Financing Activities:
Redemption of Series B Preferred stock, net of expenses —  —  (209,583)
Issuance of Series C Preferred stock, net of expenses —  36,585  130,138 
Issuance of common stock, net of expenses 475,537  328,780  54,575 
Proceeds from repurchase agreements (including $47,627,748, $18,442,875 and
$42,454,015, respectively with BUCKLER) 80,087,456  27,238,071  67,986,298 
Principal repayments on repurchase agreements (including $(45,639,677), $(19,477,307)
and $(44,563,005), respectively with BUCKLER) (76,868,159) (27,826,099) (74,804,780)
Series B Preferred stock dividends paid —  —  (1,375)
Series C Preferred stock dividends paid (11,982) (11,473) (8,412)
Common stock dividends paid (142,424) (96,630) (75,486)
Common stock repurchased, net (7,664) —  (777)

Net cash and cash collateral posted to counterparties provided by (used in) financing activities $ 3,532,764  $ (330,766) $ (6,929,402)
Net increase (decrease) in cash and cash collateral posted to counterparties (238,126) 184,548  (101,498)
Cash and cash collateral posted to counterparties -
beginning of year 356,216  171,668  273,166 
Cash and cash collateral posted to counterparties -
end of year $ 118,090  $ 356,216  $ 171,668 
Supplemental Disclosure:    
Cash paid during the year for interest $ 136,966  $ 21,316  $ 183,502 
Non-Cash Investing Activities:
Payable for unsettled purchases $ (353,436) $ —  $ — 
Net unrealized loss on available for sale Agency Securities $ (130,135) $ (61,106) $ (33,577)

See financial statement notes.
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Note 1 - Organization and Nature of Business Operations

References to “we,” “us,” “our,” or the “Company” are to ARMOUR Residential 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 Securities LLC ("BUCKLER"). BUCKLER is a
Delaware limited liability company and a FINRA-regulated broker-dealer, controlled by ACM and certain executive officers of ARMOUR. Refer to the Glossary of Terms
for definitions of capitalized terms and abbreviations 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 corporation incorporated in 2008. The Company is managed by ACM, an investment advisor registered with the
SEC (see Note 8 - Commitments and Contingencies and Note 14 - Related Party Transactions). 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 qualification as a REIT depends on our ability to meet, on a continuing basis, various complex
requirements under the Code relating to, among other things, the sources of our gross income, the composition and values of our assets, our distribution levels and
the concentration of ownership of our capital stock. We believe that we are organized in conformity with the requirements for qualification as a REIT under the Code
and our manner of operations enables us to meet the requirements for taxation 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 still be subject to some federal, state and local taxes on our income.

At December 31, 2022 and December 31, 2021, we invested in mortgage backed securities ("MBS"), issued or guaranteed by a United States ("U.S.")
Government-sponsored entity ("GSE"), such as the Federal National Mortgage Association ("Fannie Mae"), the Federal Home Loan Mortgage Corporation ("Freddie
Mac"), or a government agency such as Government National Mortgage Administration ("Ginnie Mae") (collectively, "Agency Securities"). Our Agency Securities
consist primarily of fixed rate loans. The remaining are either backed by hybrid adjustable rate or adjustable rate loans. From time to time we have also invested in
Credit Risk and Non-Agency Securities, Interest-Only Securities, U.S. Treasury Securities and money market instruments.

Note 2 - Basis of Presentation and Consolidation

The accompanying consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the U.S. (“GAAP”).
The consolidated financial statements include the accounts of ARMOUR Residential REIT, Inc. and its subsidiaries. All intercompany accounts and transactions have
been eliminated. The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Significant estimates affecting the accompanying consolidated financial
statements include the valuation of MBS, including an assessment of the allowance for impairment losses, and derivative instruments. Interest earned/paid on cash
collateral posted/held on interest rate swap contracts was reclassified from Interest Income to Gain (loss) on derivatives, net, in the consolidated financial statements
to conform to current presentation. No other reclassifications have been made to previously reported amounts.
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Note 3 - Summary of Significant Accounting Policies

Cash

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

Cash Collateral Posted To/By Counterparties

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

Investments in Securities, at Fair Value

Our investments in securities are generally classified as either available for sale or trading securities. Management determines the appropriate classifications
of the securities at the time they are acquired and evaluates the appropriateness of such classifications at each balance sheet date.

Available for Sale Securities represent investments that we intend to hold for extended periods of time and are reported at their estimated fair values with
unrealized gains and losses excluded from earnings and reported as part of comprehensive income (loss).

Trading Securities are reported at their estimated fair values with gains and losses included in Other Income (Loss) as a component of the consolidated
statements of operations and comprehensive income (loss).

Receivables and Payables for Unsettled Sales and Purchases

We account for purchases and sales of securities on the trade date, including purchases and sales for forward settlement. Receivables and payables for
unsettled trades represent the agreed trade price multiplied by the outstanding balance of the securities at the balance sheet date.

Accrued Interest Receivable and Payable

Accrued interest receivable includes interest accrued between payment dates on securities and interest on unsettled sales of securities. Accrued interest
payable includes interest on unsettled purchases of securities and interest on repurchase agreements. At certain times, we may have interest payable on U.S. Treasury
Securities sold short.

Repurchase Agreements, net

We finance the acquisition 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 historically moved in close relationship to the Federal Funds Rate and short-term London Interbank Offered Rate ("LIBOR") (prior to its
dissolution), and more recently the Secured Overnight Funding Rate ("SOFR"). Under these repurchase 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 estimated fair value of the pledged collateral. We
retain beneficial ownership of the pledged collateral. At the maturity of a repurchase agreement, we
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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 additional assets to the lender in the event the estimated fair value of the
existing pledged collateral declines.

In addition to the repurchase agreement financing discussed above, at certain times, we have entered into reverse repurchase agreements with certain of our
repurchase agreement counterparties. Under a typical reverse repurchase agreement, we purchase U.S. Treasury Securities from a borrower in exchange for cash and
agree to sell the same securities 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 liabilities are
presented net when they meet certain criteria, including being with the same counterparty, being governed by the same master repurchase agreement ("MRA"),
settlement through the same brokerage or clearing account and maturing on the same day. At December 31, 2022, we had $704,276 in reverse repurchase
agreements which is recorded in repurchase agreements, net on our consolidated balance sheet. We did not have any reverse repurchase agreements outstanding at
December 31, 2021.

Obligations to Return Securities Received as Collateral, at Fair Value

We also sell to third parties the U.S. Treasury Securities received as collateral for reverse repurchase agreements and recognize the resulting obligation to
return said U.S. Treasury Securities as a liability on our consolidated balance sheet. Interest is recorded on the repurchase agreements, reverse repurchase agreements
and U.S. Treasury Securities on an accrual basis and presented as net interest expense. Both parties to the transaction have the right to make daily margin calls based
on changes in the fair value of the collateral received and/or pledged. We had obligations to return securities received as collateral associated with our reverse
repurchase agreements as of December 31, 2022 of $502,656 ($100,531 of which were with BUCKLER). We did not have such obligations at December 31, 2021.

Derivatives, at Fair Value

We recognize all derivatives individually as either assets or liabilities at fair value on our consolidated balance sheets. All changes in the fair values of our
derivatives are reflected in our consolidated statements of operations and comprehensive income (loss). We designate derivatives as hedges for tax purposes and any
unrealized derivative gains or losses would not affect our distributable net taxable income. These transactions may include interest rate swap contracts, interest rate
swaptions, basis swap contracts and futures contracts.

We also may utilize forward contracts for the purchase or sale of TBA Agency Securities. We account for TBA Agency Securities as derivative instruments if it is
reasonably possible that we will not take or make physical delivery of the Agency Security upon settlement of the contract. We account for TBA dollar roll transactions
as a series of derivative transactions. We may also purchase and sell TBA Agency Securities as a means of investing in and financing Agency Securities (thereby
increasing our “at risk” leverage) or as a means of disposing of or reducing our exposure to Agency Securities (thereby reducing our “at risk” leverage). We agree to
purchase or sell, for future delivery, Agency Securities with certain principal and interest terms and certain types of collateral, but the particular Agency Securities to
be delivered are not identified until shortly before the TBA settlement date. We may also choose, prior to settlement, to move the settlement of these securities out to
a later date by entering into an offsetting short or long position (referred to as a “pair off”), net settling the paired off positions for cash, and simultaneously
purchasing or selling a similar TBA Agency Security for a later settlement date. This transaction 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 derivative.
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Impairment of Assets

We assess impairment of available for sale securities at least on a quarterly basis and more frequently when economic or market concerns warrant such
evaluation. We consider an impairment if we (1) intend to sell the available for sale securities, or (2) believe it is more likely than not that we will be required to sell
the securities before recovery (for example, because of liquidity requirements or contractual obligations) and a credit impairment exists where fair value is less than
amortized cost. Impairment losses recognized establish a new cost basis for the related available for sale securities.

Revenue Recognition

Interest income is earned and recognized on Agency Securities based on their unpaid principal amounts and their contractual terms. Recognition of interest
income commences on the settlement date of the purchase transaction and continues through the settlement date of the sale transaction. Premiums and discounts
associated with the purchase of Multi-Family MBS, which are generally not subject to prepayment, are amortized or accreted into interest income over the contractual
lives of the securities using a level yield method. Premiums and discounts associated with the purchase of other Agency Securities are amortized or accreted into
interest income over the actual lives of the securities, reflecting actual prepayments as they occur. Purchase and sale transactions (including TBA Agency Securities)
are recorded on the trade date to the extent it is probable that we will take or make timely physical delivery of the related securities. Gains or losses realized from
sales of available for sale securities are reclassified into income from Comprehensive Loss and are determined using the specific identification method.

Interest income on U.S. Treasury Securities is recognized based on their unpaid principal amounts and their contractual terms. Recognition of interest income
commences on the settlement date of the purchase transaction and continues through the settlement date of the sale transaction.

Comprehensive Income (Loss)

Comprehensive income (loss) refers to the sum of net income and other comprehensive income (loss). It represents all changes in equity during a period from
transactions and other events from non-owner sources. It excludes all changes in equity during a period resulting from investments by owners and distributions to
owners.

Note 4 - Fair Value of Financial Instruments

Our valuation 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 assumptions. The Accounting Standards Codification Topic No. 820, "Fair Value Measurement,"
classifies these inputs into the following hierarchy:

Level 1 Inputs - Quoted prices for identical instruments in active markets.

Level 2 Inputs - Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not active; and
model-derived valuations 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 situations where quoted prices or observable
inputs are unavailable (for example, when there is little or no market activity for an investment at the end of the period). Unobservable inputs reflect management’s
assumptions about the factors that market participants would use in pricing an asset or liability and would be based on the best information available.

At the beginning of each quarter, we assess the assets and liabilities that are measured at fair value on a recurring basis to determine if any transfers between
levels in the fair value hierarchy are needed.
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The following describes the valuation methodologies used for our assets and liabilities measured at fair value, as well as the general classification of such
instruments pursuant to the valuation hierarchy. Any transfers between levels are assumed to occur at the beginning of the reporting period.    

Investment in Securities

Fair value for our investments in securities are based on obtaining a valuation 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 and interest rate swap curves, duration, 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 indications from up to three dealers who make markets in similar securities.
Management reviews pricing used to ensure that current market conditions are properly reflected. This review includes, but is not limited to, comparisons of similar
market transactions or alternative third-party pricing services, dealer pricing indications 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 securities if the inputs to the pricing models used are consistent with the Level 2 definition.
If quoted prices for a security are not reasonably available from the third-party pricing service, but dealer pricing indications are, the security will be classified as a
Level 2 security. If neither is available, management will determine the fair value based on characteristics of the security that we receive from the issuer and based on
available market information and classify it as a Level 3 security. U.S. Treasury Securities are classified as Level 1, as quoted unadjusted prices are available in active
markets for identical assets.

Derivatives

The fair values of our interest rate swap contracts, interest rate swaptions and basis swap contracts are valued using information 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 estimate the fair value of TBA Agency Securities based on similar methods used to value our Agency Securities and
they are classified as Level 2. Management compares the pricing information received to dealer quotes to ensure that the current market conditions are properly
reflected. Futures contracts are traded on the Chicago Mercantile Exchange 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 liabilities that are measured at fair value on a recurring basis at December 31, 2022 and December
31, 2021.

December 31, 2022 Level 1 Level 2 Level 3 Balance
Assets at Fair Value:

Agency Securities $ —  $ 8,198,591  $ —  $ 8,198,591 
Derivatives $ 94  $ 984,362  $ —  $ 984,456 

Liabilities at Fair Value:
Derivatives $ —  $ 13,016  $ —  $ 13,016 
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December 31, 2021 Level 1 Level 2 Level 3 Balance
Assets at Fair Value:

Agency Securities $ —  $ 4,406,521  $ —  $ 4,406,521 
U.S. Treasury Securities $ 198,833  $ —  $ —  $ 198,833 
Derivatives $ —  $ 199,073  $ —  $ 199,073 

Liabilities at Fair Value:
Derivatives $ —  $ 10,900  $ —  $ 10,900 

There were no transfers of assets or liabilities between the levels of the fair value hierarchy during the year ended December 31, 2022 or for the year ended
December 31, 2021.

Excluded from the tables above are financial instruments, including cash, cash collateral posted to/by counterparties, receivables, the Subordinated loan to
BUCKLER, payables, borrowings under repurchase agreements, net and obligations to return securities received as collateral, which are presented in our consolidated
financial statements at cost, which approximates fair value. The estimated fair value of these instruments is measured using "Level 1" or "Level 2" inputs at December
31, 2022 and December 31, 2021.

Note 5 - Investments in Securities

As of December 31, 2022 and December 31, 2021, our securities portfolio consisted of $8,198,591 and $4,605,354 of investment securities, at fair value,
respectively, and $777,469 and $4,575,060 of TBA Agency Securities, at fair value, respectively. Our TBA Agency Securities are reported at net carrying value of
$(11,797) and $7,697, at December 31, 2022 and December 31, 2021, respectively, and are reported in Derivatives, at fair value on our consolidated balance sheets
(see Note 7 - Derivatives). The net carrying value of our TBA Agency Securities 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.

Beginning in the second quarter of 2020, we designated Agency MBS purchased as “trading securities” for financial reporting purposes, and consequently, fair
value changes for these investments will be reported in net income. We anticipate continuing this designation for newly acquired Agency MBS positions because it is
more representative of our results of operations insofar as the fair value changes for these securities are presented in a manner consistent with the presentation and
timing of the fair value changes of our hedging instruments. Fair value changes for the legacy Agency Securities designated as available for sale are reported in other
comprehensive income as required by GAAP.

The tables below present the components of the carrying value and the unrealized gain or loss position of our investments in securities at December 31, 2022
and December 31, 2021.

December 31, 2022 Principal Amount Amortized Cost
Gross Unrealized

Loss
Gross Unrealized

Gain Fair Value
Agency Securities:

Available for sale securities $ 191,870  $ 199,472  $ (11,527) $ —  $ 187,945 
Trading securities 8,519,397  8,553,485  (543,207) 368  8,010,646 

Total Agency Securities $ 8,711,267  $ 8,752,957  $ (554,734) $ 368  $ 8,198,591 
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December 31, 2021 Principal Amount Amortized Cost
Gross Unrealized

Loss
Gross Unrealized

Gain Fair Value
Agency Securities:

Available for sale securities $ 1,248,910  $ 1,280,872  $ (45) $ 107,018  $ 1,387,845 
Trading securities 2,910,168  3,072,199  (54,625) 1,102  3,018,676 

Total Agency Securities $ 4,159,078  $ 4,353,071  $ (54,670) $ 108,120  $ 4,406,521 

U.S. Treasury Securities 200,000  198,987  (154) —  198,833 
Total Investments in Securities $ 4,359,078  $ 4,552,058  $ (54,824) $ 108,120  $ 4,605,354 

The following tables summarize the weighted average lives of our investments in securities at December 31, 2022 and December 31, 2021.

Weighted Average Life Available for Sale Securities Trading Securities

December 31, 2022 Fair Value
Amortized

Cost Fair Value
Amortized

Cost
< 1 year $ 61  $ 64  $ —  $ — 
≥ 1 year and < 3 years 2,390  2,525  —  — 
≥ 3 years and < 5 years 11,541  12,171  —  — 
≥ 5 years 173,953  184,712  8,010,646  8,553,485 
Totals $ 187,945  $ 199,472  $ 8,010,646  $ 8,553,485 

Weighted Average Life Available for Sale Securities Trading Securities
December 31, 2021 Fair Value Amortized Cost Fair Value Amortized Cost
< 1 year $ 179  $ 174  $ 99,973  $ 99,978 
≥ 1 year and < 3 years 27,110  26,731  5,323  5,365 
≥ 3 years and < 5 years 333,598  319,762  472,774  475,600 
≥ 5 years 1,026,958  934,205  2,639,439  2,690,243 
Totals $ 1,387,845  $ 1,280,872  $ 3,217,509  $ 3,271,186 

We use a third-party model to calculate the weighted average lives of our investments in securities. Weighted average life is calculated based on expectations
for estimated prepayments for the underlying mortgage loans of our investments in securities. These estimated prepayments are based on assumptions such as
interest rates, current and future home prices, housing policy and borrower incentives. The weighted average lives of our investments in securities at December 31,
2022 and December 31, 2021 in the tables above are based upon market factors, assumptions, models and estimates from the third-party model and also incorporate
management’s judgment and experience. The actual weighted average lives of these securities could be longer or shorter than estimated.

Available for Sale Securities

At least quarterly, we evaluate our available for sale securities to determine if the available for sale securities in an unrealized loss position are impaired. In
the first quarter of 2020, we recognized an impairment of $1,012 in our consolidated statements of operations and comprehensive income (loss) as we had
determined that we may have been required to sell certain securities in the near future. No impairment loss was required for the
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remainder of 2020. No impairment loss was required for the year ended December 31, 2021. During the third quarter of 2022, we recognized an impairment of $4,183
in our consolidated statements of operations and comprehensive income (loss), as we had decided to sell certain available for sale securities before they recovered in
value. Subsequent to December 31, 2022, we sold the remaining balance of our Agency Securities, available for sale and purchased Agency Securities, trading.

For the years ended December 31, 2022, December 31, 2021 and December 31, 2020, we sold $988,728, $167,202 and $10,800,879 of Agency Securities,
available for sale, which resulted in a gain (loss) of $(7,452), $10,952 and $143,877, respectively.

The following table presents the unrealized losses and estimated fair value of our available for sale securities by length of time that such securities have been
in a continuous unrealized loss position at December 31, 2022 and December 31, 2021. All of our available for sale securities are issued and guaranteed by GSEs or
Ginnie Mae. The GSEs have a long term credit rating of AA+.

Unrealized Loss Position For:
< 12 Months ≥ 12 Months Total

Agency Securities Available for
Sale Fair Value

Unrealized
Losses Fair Value

Unrealized
Losses Fair Value

Unrealized
Losses

December 31, 2022 $ 187,397  $ (11,497) $ 548  $ (30) $ 187,945  $ (11,527)
December 31, 2021 $ 2,924  $ (17) $ 5,185  $ (28) $ 8,109  $ (45)

Actual maturities of available for sale securities are generally shorter than stated contractual maturities because actual maturities of available for sale
securities are affected by the contractual lives of the underlying mortgages, periodic payments of principal and prepayments of principal.

Note 6 - Repurchase Agreements, net

At December 31, 2022, we had active MRAs with 38 counterparties and had $6,463,058 in outstanding borrowings with 16 of those counterparties. At
December 31, 2021, we had active MRAs with 34 counterparties and had $3,948,037 in outstanding borrowings with 18 of those counterparties.

The following table represents the contractual repricing regarding our repurchase agreements to finance MBS purchases at December 31, 2022 and
December 31, 2021. At December 31, 2021, no amounts below were subject to offsetting. Our repurchase agreements require excess collateral, known as a “haircut.”
At December 31, 2022, the average haircut percentage was 3.85% compared to 3.45% at December 31, 2021. 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.

December 31, 2022 Balance
Weighted Average
Contractual Rate

Weighted Average Maturity
in days

Agency Securities
≤ 30 days $ 5,912,572  4.43 % 15
> 30 days to ≤ 60 days 550,486  4.48 % 34

Total or Weighted Average 6,463,058  4.43 % 16

(1) Net of reverse repurchase agreements of $704,276. Obligations to return securities received as collateral of $502,656 associated with the reverse repurchase
agreements are all due within 30 days.

(1)
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December 31, 2021 Balance
Weighted Average
Contractual Rate

Weighted Average Maturity
in days

Agency Securities
≤ 30 days $ 2,565,743  0.13 % 13
> 30 days to ≤ 60 days 647,584  0.13 % 35
> 60 days to ≤ 90 days 635,710  0.11 % 89

Total or Weighted Average 3,849,037  0.13 % 29

U.S. Treasury Securities
≤ 30 days 99,000  0.12 % 3

Total or Weighted Average $ 3,948,037  0.12 % 29

The following table presents information about the gross and net securities purchased and sold under our repurchase agreements, net on the accompanying
consolidated balance sheets at December 31, 2022. At December 31, 2021, we did not have any reverse repurchase agreement obligations.

December 31, 2022 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 $ 704,276  $ (704,276) $ —  $ —  $ 189  $ 189 
Totals $ 704,276  $ (704,276) $ —  $ —  $ 189  $ 189 

Liabilities
Repurchase Agreements $ (7,167,334) $ 704,276  $ (6,463,058) $ 6,463,058  $ —  $ — 
Totals $ (7,167,334) $ 704,276  $ (6,463,058) $ 6,463,058  $ —  $ — 

(1) The fair value of securities pledged against our repurchase agreements was $7,249,039 at December 31, 2022.

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 counterparties demanding additional collateral pledges or liquidation of some of the existing collateral to reduce
borrowing levels. We manage this risk by maintaining an adequate balance of available cash and unpledged securities. An event of default or termination event under
the standard MRA would give our counterparty the option to terminate all repurchase transactions existing with us and require any amount due to be payable
immediately. In addition, certain of our MRAs contain a restriction that prohibits our leverage from exceeding twelve times our stockholders’ equity as well as
termination events in the case of significant reductions in equity capital. We also may receive cash or securities as collateral from our derivative counterparties which
we may use as additional collateral for repurchase agreements. Certain interest rate swap contracts provide for cross collateralization and cross default with
repurchase agreements and other contracts with the same counterparty.

(1)
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At December 31, 2022 and December 31, 2021, BUCKLER accounted for 50.2% and 49.7%, respectively, of our aggregate borrowings and had an amount at
risk of 12.9% and 5.0%, respectively, of our total stockholders' equity with a weighted average maturity of 15 days and 35 days, respectively, on repurchase
agreements, net (see Note 14 - Related Party Transactions).

In addition, at December 31, 2022, we had 3 repurchase agreement counterparties that individually accounted for over 5% of our aggregate borrowings. In
total, these counterparties accounted for approximately 28.1% of our repurchase agreement borrowings outstanding at December 31, 2022. At December 31, 2021,
we had 2 repurchase agreement counterparties that individually accounted for over 5% of our aggregate borrowings. In total, these counterparties accounted for
16.0% of our repurchase agreement borrowings at December 31, 2021.

Note 7 - Derivatives

We enter into derivative transactions to manage our interest rate risk and agency mortgage rate exposures. We have agreements with our derivative
counterparties that provide for the posting of collateral based on the fair values of our derivatives. Through this margin process, either we or our counterparties may
be required to pledge cash or securities as collateral. Collateral requirements vary by counterparty and change over time based on the fair value, notional amount and
remaining term of the contracts. Certain contracts provide for cross collateralization and cross default with repurchase agreements and other contracts with the same
counterparty.

Interest rate swap contracts are designed to lock in funding costs for repurchase agreements associated with our assets in such a way to help assure the
realization of net interest margins. Such transactions are based on assumptions about prepayments which, if not realized, will cause transaction results to differ from
expectations. Interest rate swaptions generally provide us the option to enter into an interest rate swap agreement at a certain point of time in the future with a
predetermined notional amount, stated term and stated rate of interest in the fixed leg and interest rate index on the floating leg. Basis swap contracts allow us to
exchange one floating interest rate basis for another, thereby allowing us to diversify our floating rate basis exposures.

Futures contracts are traded on the Chicago Mercantile Exchange ("CME") which requires the use of daily mark-to-market collateral and the CME provides
substantial credit support. The collateral requirements of the CME require us to pledge assets under a bi-lateral margin arrangement, including either cash or Agency
Securities and these requirements may vary and change over time based on the market value, notional 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 option to terminate or close-out all
of the outstanding futures contracts with us. In addition, any close-out amount due to the counterparty upon termination of the counterparty’s transactions would be
immediately payable by us pursuant to the applicable agreement.

TBA Agency Securities are forward contracts for the purchase (“long position”) or sale (“short position”) of Agency Securities at a predetermined price, face
amount, issuer, coupon and stated maturity on an agreed-upon future date. The specific Agency Securities delivered into the contract upon the settlement date,
published each month by the Securities Industry and Financial Markets Association, are not known at the time of the transaction. We may enter into TBA Agency
Securities as a means of hedging against short-term changes in interest rates. We may also enter into TBA Agency Securities as a means of acquiring or disposing of
Agency Securities and we may from time to time utilize TBA dollar roll transactions to finance Agency Security purchases. We estimate the fair value of TBA Agency
Securities based on similar methods used to value our Agency Securities.

We have netting arrangements in place with all derivative counterparties pursuant to standard documentation developed by ISDA. We are also required to
post or hold cash collateral based upon the net underlying market value of our open positions with the counterparty. A decline in the value of the open positions with
the counterparty could result in the counterparties demanding additional collateral pledges or liquidation of some of the existing collateral to reduce borrowing levels.
We manage this risk by maintaining an adequate
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balance of available cash and unpledged securities. An event of default or termination event under the standard ISDA would give our counterparty the option to
terminate all repurchase transactions existing with us and require any amount due to be payable immediately. In addition, certain of our ISDAs contain a restriction
that prohibits our leverage from exceeding twelve times our stockholders’ equity as well as termination events in the case of significant reductions in equity capital.

The following tables present information about the potential effects of netting our derivatives if we were to offset the assets and liabilities on the
accompanying consolidated balance sheets. We currently present these financial instruments at their gross amounts and they are included in Derivatives, at fair value
on the accompanying consolidated balance sheets at December 31, 2022 and December 31, 2021.

Gross Amounts Not Offset

Assets Gross Amounts
Financial

Instruments Cash Collateral Total Net
December 31, 2022
Interest rate swap contracts $ 983,659  $ —  $ (955,941) $ 27,718 
Futures contracts 94  (516) 9,334  8,912 
TBA Agency Securities 703  (12,500) 13,633  1,836 
Totals $ 984,456  $ (13,016) $ (932,974) $ 38,466 

December 31, 2021
Interest rate swap contracts $ 187,661  $ (7,185) $ (161,529) $ 18,947 
TBA Agency Securities 11,412  (3,715) 4,036  11,733 
Totals $ 199,073  $ (10,900) $ (157,493) $ 30,680 

(1) See Note 4 - Fair Value of Financial Instruments for additional discussion.

  Gross Amounts Not Offset  

Liabilities Gross Amounts
Financial

Instruments Cash Collateral Total Net
December 31, 2022
Futures contracts $ (516) $ 516  $ —  $ — 
TBA Agency Securities (12,500) 12,500  —  — 
Totals $ (13,016) $ 13,016  $ —  $ — 

December 31, 2021
Interest rate swap contracts $ (7,185) $ 7,185  $ —  $ — 
TBA Agency Securities (3,715) 3,715  —  — 
Totals $ (10,900) $ 10,900  $ —  $ — 

(1) See Note 4 - Fair Value of Financial Instruments for additional discussion.

(1)

(1)
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The following table represents the information regarding our derivatives which are included in Gain on derivatives, net in the accompanying consolidated
statements of operations and comprehensive income (loss) for the years ended December 31, 2022, December 31, 2021 and December 31, 2020.

Income (Loss) Recognized
For the Years Ended

Derivatives December 31, 2022 December 31, 2021 December 31, 2020
Interest rate swap contracts $ 853,186  $ 73,839  $ (395,728)
Futures contracts 95,300  2  — 
TBA Agency Securities (137,652) (21,347) 111,927 

Total Gain on Derivatives, net $ 810,834  $ 52,494  $ (283,801)

The following tables present information about our derivatives at December 31, 2022 and December 31, 2021.

Interest Rate Swaps Notional Amount

Weighted Average
Remaining Term

(Months) Weighted Average Rate
December 31, 2022
< 3 years $ 1,066,000  10 0.10 %
≥ 3 years and < 5 years 1,182,000  50 0.63 %
≥ 5 years and < 7 years 754,000  82 0.62 %
≥ 7 years 3,348,000  99 0.96 %
Total or Weighted Average $ 6,350,000  73 0.72 %

December 31, 2021
< 3 years $ 1,593,000  15 0.08 %
≥ 3 years and < 5 years 708,000  57 0.24 %
≥ 5 years and < 7 years 707,000  64 0.88 %
≥ 7 years 4,202,000  107 0.87 %
Total or Weighted Average $ 7,210,000  77 0.63 %

(1) Pay Fixed/Receive Variable
(2) Of this amount, $803,000 notional are SOFR based swaps, the last of which matures in 2032; and $5,547,000 notional are Federal Funds Rate based swaps, the

last of which matures in 2032.
(3) Of this amount, $1,203,000 notional are SOFR based swaps, the last of which matures in 2023; and $6,007,000 notional are Federal Funds Rate based swaps, the

last of which matures in 2032.

(1)

 (2)

(3)



ARMOUR Residential REIT, Inc.
FINANCIAL STATEMENT NOTES

(U.S dollar amounts in thousands, except per share)
F-22

TBA Agency Securities Notional Amount Cost Basis Fair Value
December 31, 2022
30 Year Long

4.5% 500,000  489,805  481,641 
5.0% 300,000  300,164  295,828 

Total $ 800,000  $ 789,969  $ 777,469 

TBA Agency Securities Notional Amount Cost Basis Fair Value
December 31, 2021
15 Year Long

1.5% $ 1,000,000  $ 999,840  $ 1,003,125 
2.0% 1,700,000  1,733,652  1,738,695 

30 Year Long
2.0% 300,000  300,789  299,227 
2.5% 1,200,000  1,224,820  1,223,510 
3.0% 300,000  309,734  310,503 

Total $ 4,500,000  $ 4,568,835  $ 4,575,060 

(1) $400,000 notional and $400,000 notional were forward settling at December 31, 2022 and December 31, 2021, respectively.

Note 8 - Commitments and Contingencies

Management

The Company is managed by ACM, pursuant to a management agreement (see also Note 14, “Related Party Transactions”). The management agreement
entitles ACM to receive a management fee 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 relating to both our
common and preferred stock, plus brokerage commissions and other costs of capital raising. Amounts paid to shareholders to repurchase stock, before any brokerage
commissions and costs, reduces gross equity raised. Dividends specifically designated by the Board as liquidation 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 December 31, 2022, December 31, 2021 and December 31, 2020, the effective management fee, prior to management fees waived, was 0.95%,
0.98% and 1.00% based on gross equity raised of $3,787,042, $3,313,937 and $2,944,169, respectively.

ACM began waiving 40% of its management fee during the second quarter of 2020 and on January 13, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,400 for the first quarter of 2021 and $800 per month thereafter. On April 20, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,100 for the second quarter of 2021 and $700 per month thereafter. On October 25, 2021, ACM notified ARMOUR that it intended to
adjust the fee waiver from the rate of $700 per month to $650 per month, effective November 1, 2021, until further notice. During the years ended December 31,
2022, December 31, 2021 and December 31, 2020 ACM waived management fees of $7,800, $8,600 and $8,855 respectively. 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

(1)

(1)
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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.

On February 14, 2023, ACM notified ARMOUR that it intended to adjust the fee waiver to the rate of $1,650 for the first quarter of 2023 and $550 per month
thereafter until ACM provides further notice to ARMOUR. ACM may terminate this waiver for any month by providing notice to ARMOUR on or before the 25th day of
the preceding month. This waiver does not constitute a waiver of any other amounts due to ACM from ARMOUR under the 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 Incentive
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 that date, the Company’s contractual management fee commitments are:

Year Contractual Management Fee
2023 $ 37,200 
2024 37,275 
2025 37,275 
2026 37,275 
2027 37,275 
2028 37,275 
2029 37,275 
Total $ 260,850 

The Company cannot voluntarily terminate the management agreement without cause before the expiration of its contractual term. If the management
agreement is terminated in connection with a liquidation of the Company or certain business combination transactions, the Company is obliged to pay ACM a
termination fee equal to 4 times the contractual management fee (before any waiver) for the preceding 12 months.

Indemnifications and Litigation

We enter into certain contracts that contain a variety of indemnifications, principally with ACM and underwriters, against third-party claims for errors and
omissions in connection with their services to us. We have not incurred any costs to defend lawsuits or settle claims related to these indemnification agreements. As a
result, the estimated fair value of these agreements, as well as the maximum amount attributable to past events, is not material. Accordingly, we have no liabilities
recorded for these agreements at December 31, 2022 and December 31, 2021.

Nine putative class action lawsuits were filed in connection with the tender offer (the “Tender Offer”) and merger (the “Merger”) for JAVELIN. The Tender
Offer and Merger are collectively defined herein as the “Transactions.” All nine suits name ARMOUR, the previous members of JAVELIN’s board of directors prior to the
Merger (of which eight are current members of ARMOUR’s board of directors) (the “Individual Defendants”) and JMI Acquisition Corporation (“Acquisition”) as
defendants. Certain cases also name ACM and JAVELIN as additional defendants. The lawsuits were brought by purported holders of JAVELIN’s common stock, both
individually and on behalf of a putative class of JAVELIN’s stockholders, alleging that the Individual Defendants breached their fiduciary duties owed to the plaintiffs
and the putative class of JAVELIN stockholders, including claims that the Individual Defendants failed to properly value JAVELIN; failed to take steps to maximize the
value of JAVELIN to its
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stockholders; ignored or failed to protect against conflicts of interest; failed to disclose material information about the Transactions; took steps to avoid competitive
bidding and to give ARMOUR an unfair advantage by failing to adequately solicit other potential acquirors or alternative transactions; and erected unreasonable
barriers to other third-party bidders. The suits also allege that ARMOUR, JAVELIN, ACM and Acquisition aided and abetted the alleged breaches of fiduciary duties by
the Individual Defendants. The lawsuits seek equitable relief, including, among other relief, to enjoin consummation of the Transactions, or rescind or unwind the
Transactions if already consummated, and award costs and disbursements, including reasonable attorneys’ 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
consolidating the eight Maryland cases into one action, captioned In re JAVELIN Mortgage Investment Corp. Shareholder Litigation (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 Action
Complaint for Breach of Fiduciary Duty asserting consolidated claims of breach of fiduciary duty, aiding and abetting the breaches of fiduciary duty, and waste. On June
27, 2016, defendants filed a Motion to Dismiss the Consolidated Amended Class Action Complaint for failing to state a claim upon which relief can be granted. A
hearing was held on the Motion to Dismiss on March 3, 2017, and the Court reserved ruling. On August 16, 2021, the court ordered that the entry of an Order of
Dismissal is further deferred until February 1, 2022. On March 1, 2022, the court deferred the Order of Dismissal until September 1, 2022. On October 25, 2022, the
court deferred the Order of Dismissal until May 1, 2023, and if the case is not fully disposed of by that date, the clerk shall enter on the docket "dismissed for lack of
prosecution without prejudice."

Each of ARMOUR, JAVELIN, ACM and the Individual Defendants intends to defend the claims made in these lawsuits vigorously; however, there can be no
assurance that any of ARMOUR, JAVELIN, ACM or the Individual Defendants will prevail in its defense of any of these lawsuits to which it is a party. An unfavorable
resolution of any such litigation surrounding the Transactions may result in monetary damages being awarded to the plaintiffs and the putative class of former
stockholders of JAVELIN and the cost of defending the litigation, even if resolved favorably, could be substantial. Due to the preliminary nature of all of these suits,
ARMOUR is not able at this time to estimate their outcome.

Note 9 - Stock Based Compensation

We adopted the Plan to attract, retain and reward directors and other persons who provide services to us in the course of operations. The Plan authorizes the
Board to grant awards including common stock, restricted shares of common stock (“RSUs”), stock options, performance shares, performance units, stock appreciation
rights and other equity and cash-based awards (collectively, “Awards”), subject to terms as provided in the Plan. At December 31, 2022, there were 2,167 shares
available for future issuance under the Plan. In February 2023, 980 RSUs were granted to certain officers of ARMOUR and 320 RSUs were granted to the Board, leaving
867 shares available for future issuance.
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Transactions related to awards for the years ended December 31, 2022, December 31, 2021 and December 31, 2020 are summarized below:

For the Years Ended
  December 31, 2022 December 31, 2021 December 31, 2020

 
Number of

Awards

Weighted
Average Grant
Date Fair Value

per Award
Number of

Awards

Weighted
Average Grant
Date Fair Value

per Award
Number of

Awards

Weighted
Average Grant
Date Fair Value

per Award
Unvested RSU Awards Outstanding beginning of period 823  $ 14.07  496  $ 19.77  247  $ 24.82 

Granted —  $ —  635  $ 11.08  502  $ 17.85 
Vested (255) $ 16.72  (308) $ 17.08  (205) $ 20.41 
Forfeited —  $ —  —  $ —  (48) $ 23.14 

Unvested RSU Awards Outstanding end of period 568  $ 12.88  823  $ 14.07  496  $ 19.77 

(1) During the year ended December 31, 2021, 535 RSUs were granted to certain officers of ARMOUR through ACM and 100 RSUs were granted to the Board. During
the year ended December 31, 2020, 358 RSUs were granted to certain officers of ARMOUR through ACM and 144 RSUs were granted to the Board.

At December 31, 2022, there was approximately $7,321 of unvested stock based compensation related to the Awards (based on a weighted grant date
price of $12.88 per share), which we expect to recognize as an expense as follows: in 2023 an expense of $2,416, in 2024 an expense of $2,416, and thereafter an
expense of $2,489. Our policy is to account for forfeitures as they occur. We also pay each of our non-executive Board members quarterly fees of $33, which are
payable in cash, common stock, RSUs or a combination of common stock, RSUs and cash at the option of the director. Non-executive Board members have the option
to participate in the Company's Non-Management Director Compensation and Deferral Program (the "Deferral Program"). The Deferral Program permits non-executive
Board members to elect to receive either common stock or RSUs or a combination of common stock and RSUs at the option of the director, instead of all or part of
their quarterly cash compensation and/or all or part of their committee and chairperson cash retainers.

Note 10 - Stockholders' Equity

The following table presents the components of cumulative distributions to stockholders at December 31, 2022, December 31, 2021 and December 31, 2020.

For the Years Ended
Cumulative Distributions to Stockholders December 31, 2022 December 31, 2021 December 31, 2020

Preferred dividends $ 144,827  $ 132,845  $ 121,372 
Common stock dividends 1,847,534  1,705,110  1,608,480 

Total $ 1,992,361  $ 1,837,955  $ 1,729,852 

(1)
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Preferred Stock

At December 31, 2022 and December 31, 2021, we were authorized to issue up to 50,000 shares of preferred stock, par value $0.001 per share, with such
designations, voting and other rights and preferences as may be determined from time to time by our Board of Directors (“Board”) or a committee thereof. On January
28, 2020, we filed Articles Supplementary with the Department to designate 10,000 shares of the Company’s authorized preferred stock, par value $0.001 per share,
as shares of 7.00% Series C Preferred Stock with the powers, designations, preferences and other rights as set forth therein. At December 31, 2022, a total of 40,000
shares of our authorized preferred stock remained available for designation as future series.

7.875% Series B Cumulative Preferred Stock - Called for redemption, “Series B Preferred Stock”

On January 24, 2020, the Company mailed a notice of full redemption of all 8,383 issued and outstanding shares of its Series B Preferred Stock ($25.00
liquidation preference per share) to the holders of record of its Series B Preferred Stock as of January 13, 2020. Pursuant to the redemption, each share of Series B
Preferred Stock was canceled and represented solely the right to receive cash in the amount of $25.00 per share of Series B Preferred Stock on February 27, 2020.
Pursuant to the terms of the Series B Preferred Stock, holders of record of the Series B Preferred Stock on February 15, 2020 received the full monthly dividend for
February 2020. The final dividend amount of $1,375 was paid on February 27, 2020 and was recorded as other expense in our consolidated statements of
operations.    

Series C Cumulative Redeemable Preferred Stock "Series C Preferred Stock"

At December 31, 2022, we had 6,847 shares of Series C Preferred Stock issued and outstanding with a par value of $0.001 per share and a liquidation
preference of $25.00 per share, or $171,175 in the aggregate. Shares designated as Series C Preferred Stock but unissued totaled 3,153 at December 31, 2022. At
December 31, 2022, there were no accrued or unpaid dividends on the Series C Preferred Stock.

On January 23, 2020, the Company and ACM, entered into an Underwriting Agreement (the “Underwriting Agreement”) with B. Riley FBR, Inc.,  as
representative of the several underwriters named therein (collectively, the “Underwriters”), including, but not limited to, BUCKLER, with respect to (i) the sale by the
Company of 3,000 shares (the “Firm Shares”) of the Company’s new 7.00% Series C Preferred Stock ($25.00 liquidation preference per share), $0.001 par value, to the
Underwriters with an offering price to the public of $25.00 per share, and (ii) the grant by the Company to the Underwriters of an option to purchase all or part of 450
additional shares of the Series C Preferred Stock during the 30-day period following the execution of the Underwriting Agreement with the same offering price per
share to the public to cover over-allotments. On January 24, 2020, the Underwriters exercised the option to purchase all 450 additional shares of the Series  C
Preferred Stock. On January 28, 2020, the Company completed the sale of 3,450 total shares. Total proceeds were $83,282, net of issuance costs and commissions of
$2,968.

On January 29, 2020, the Company entered into an Equity Sales Agreement (the “Preferred C ATM Sales Agreement”) with B. Riley Securities, Inc. (formerly B.
Riley FBR, Inc.) and BUCKLER, as sales agents (individually and collectively, the “Agents"), and ACM, pursuant to which the Company may offer and sell, over a period of
time and from time to time, 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 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. During the year ended December 31, 2021, we sold 1,500 shares under this agreement for proceeds of $36,585, net of issuance costs and commissions of
approximately $445.
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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 negotiated transactions, or pursuant to a trading plan separately adopted in the future. The timing, manner, price and amount of any
repurchases will be at our discretion, in consultation with the Pricing Committee of the Board, subject to the requirements of the Securities 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 time 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 year ended December 31,
2022.

Common Stock

On July 26, 2022, we submitted Articles of Amendment with the State of Maryland to increase the number of authorized shares of common stock, from
200,000 to 300,000 shares. On February 14, 2023, we increased the number of authorized shares of common stock, from 300,000 shares to 450,000 shares to be
effective as of February 14, 2023.

At December 31, 2022 and December 31, 2021, we were authorized to issue up to 300,000 and 200,000 shares of common stock, par value $0.001 per share,
respectively, with such designations, voting and other rights and preferences as may be determined from time to time by our Board. We had 162,911 shares of
common stock issued and outstanding at December 31, 2022 and 94,152 shares of common stock issued and outstanding at December 31, 2021.

On February 15, 2019, we entered into an Equity Sales Agreement (the “Common stock ATM Sales Agreement”) with BUCKLER, JMP Securities LLC and
Ladenburg Thalmann & Co. Inc., as sales agents, relating to the shares of our common stock. On April 3, 2020, the Common stock ATM Sales Agreement was amended
to add B. Riley, FBR, Inc. as a sales agent. On May 4, 2020 the Common stock ATM Sales Agreement was further amended to increase the number of shares available
for sale pursuant to the terms of the Common Stock ATM Sales Agreement. In accordance with the terms of the Common Stock ATM Sales agreement, as amended,
we were permitted to offer and sell over a period of time and from time to time, up to 17,000 shares of our common stock par value $0.001 per share. The Common
stock ATM Sales Agreement related to an "at-the-market" offering program. Under the agreement, we paid 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 agreement. Prior to exhausting the
Common stock ATM Sales Agreement, as amended, on May 18, 2021, we sold 10,713 shares for proceeds of $129,336, net of issuance costs and commissions of
approximately $1,682.

After exhausting the Common stock ATM Sales Agreement, we entered into a new Equity Sales Agreement (the “2021 Common stock ATM Sales Agreement”)
on May 14, 2021, with BUCKLER, JMP Securities LLC, Ladenburg Thalmann & Co. Inc. and B. Riley Securities, Inc., as sales agents, relating to the shares of our common
stock. In accordance with the terms of the 2021 Common Stock ATM Sales agreement, we may offer and sell over a period of time and from time to time, up to 17,000
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
Institutional Services LLC, as a sales agent and to offer an additional 25,000 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 additional 28,800 shares available for sale. On
November 4, 2022, the Common stock ATM Sales Agreement was further amended to offer an additional 35,000 shares available for sale.
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On January 17, 2023, it was amended to add an additional 48,678 shares pursuant to the terms of the 2021 Common stock ATM Sales Agreement.

The 2021 Common stock ATM Sales Agreement relates to an "at-the-market" offering program. The 2021 Common stock ATM Sales Agreement provides that
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 2021 Common stock ATM Sales Agreement. During the years ended December 31, 2022 and December 31, 2021, we sold 70,041 and
17,915 shares under this agreement for proceeds of $475,537 and $199,444, net of issuance costs and commissions of approximately $5,157 and $2,277, respectively.
From January 4, 2023 to February 8, 2023, we issued 29,863 shares under this agreement for proceeds of $181,295, net of issuance costs and commissions of $1,878.
See Note 14 - Related Party Transactions for discussion of additional transactions with BUCKLER.

Common Stock Repurchase Program

At December 31, 2022 and December 31, 2021, there were 6,732 and 8,210 authorized shares remaining under the current repurchase authorization. During
the year ended December 31, 2022, we repurchased 1,478 common shares under this authorization for a cost of $7,664. Under the Repurchase Program, shares may
be purchased in the open market, including block trades, through privately negotiated transactions, or pursuant to a trading plan separately adopted in the future. The
timing, manner, price and amount of any repurchases will be at our discretion, subject to the requirements of the Exchange Act, and related rules. We are not required
to repurchase any shares under the Repurchase Program and it may be modified, suspended or terminated at any time 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
Transactions for discussion of additional transactions with BUCKLER.

Equity Capital Activities

The following tables present our equity transactions for the years ended December 31, 2022 , December 31, 2021 and December 31, 2020.

Transaction Type Completion Date
Number of

Shares Per Share price Net Proceeds
(Costs)

December 31, 2022
2021 Common stock ATM Sales Agreement January 11, 2022 - December 21, 2022 70,041  $ 6.79  $ 475,537 
Common stock repurchases June, September and October (1,478) $ 5.19  $ (7,664)

December 31, 2021
Preferred C ATM Sales
Agreement January 19. 2021 - April 9, 2021 1,500  $ 24.38  $ 36,585 
Common stock ATM Sales Agreement March 3, 2021 - May 18, 2021 10,713  $ 12.07  $ 129,336 
2021 Common stock ATM Sales Agreement May 19, 2021 - December 10, 2021 17,915  $ 11.13  $ 199,444 

(1)
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Transaction Type Completion Date
Number of

Shares
Per Share price Net Proceeds

(Costs)
December 31, 2020
Preferred C Underwritten
 Offering January 28, 2020 3,450  $ 24.14  $ 83,282 
Preferred C ATM Sales
 Agreement January 30, 2020 - December 23, 2020 1,897  $ 24.70  $ 46,856 
Common Stock ATM Sales Agreement April 7, 2020 - December 15, 2020 6,287  $ 8.68  $ 54,575 
Common stock repurchases, net February 26, 2020 - March 3, 2020 (40) $ 19.42  $ (777)

(1) Weighted average price

Dividends

On January 27, 2023, a cash dividend of $0.14583 per outstanding share of Series C Preferred Stock, or $998,495 in the aggregate, was paid to holders of
record on January 15, 2023. We have also declared cash dividends of $0.14583 payable February 27, 2023 and March 27, 2023 to holders of record on February 15,
2023 and March 15, 2023, respectively.

On January 30, 2023, a cash dividend of $0.10 per outstanding common share, or $17,007 in the aggregate, was paid to holders of record on January 17,
2023. We have also declared cash dividends of $0.10 per outstanding common share payable February 27, 2023 to holders of record on February 15, 2023 and $0.08
per outstanding common share payable March 28, 2023 to holders of record on March 15, 2023.

The following table presents our Series B Preferred Stock dividend transactions prior to full redemption. The table below does not include the final dividend
amount of $1,375 that was paid on February 27, 2020 to holders of record on February 15, 2020. This amount was recorded in other expense in our consolidated
statements of operations.

2020 Record Date Payment Date

Rate per
Series B

Preferred Share

Aggregate
amount paid to

holders of record
January 15, 2020 January 27, 2020 $ 0.16  $ 1,375 

(1)
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The following table presents our Series C Preferred Stock dividend transactions for the years ended December 31, 2022, December 31, 2021 and December
31, 2020.

2022 Record Date Payment Date

Rate per
Series C

Preferred Share

Aggregate
amount paid to

holders of record
January 15, 2022 January 27, 2022 $ 0.14583  $ 998.5 
February 15, 2022 February 28, 2022 $ 0.14583  998.5 
March 15, 2022 March 28, 2022 $ 0.14583  998.5 
April 15, 2022 April 27, 2022 $ 0.14583  998.5 
May 15, 2022 May 27, 2022 $ 0.14583  998.5 
June 15, 2022 June 27, 2022 $ 0.14583  998.5 
July 15, 2022 July 27, 2022 $ 0.14583  998.5 
August 15, 2022 August 29, 2022 $ 0.14583  998.5 
September 15, 2022 September 27, 2022 $ 0.14583  998.5 
October 15, 2022 October 27, 2022 $ 0.14583  998.5 
November, 15, 2022 November 28, 2022 $ 0.14583  998.5 
December 15, 2022 December 27, 2022 $ 0.14583  998.5 
Total dividends paid $ 11,982 

2021 Record Date Payment Date

Rate per
Series C

Preferred Share

Aggregate
amount paid to

holders of record
January 15, 2021 January 27, 2021 $ 0.14583  $ 779.7 
February 15, 2021 February 26, 2021 $ 0.14583  836.9 
March 15, 2021 March 29, 2021 $ 0.14583  869.6 
April 15, 2021 April 27, 2021 $ 0.14583  998.5 
May 15, 2021 May 27, 2021 $ 0.14583  998.5 
June 15, 2021 June 28, 2021 $ 0.14583  998.5 
July 15, 2021 July 27, 2021 $ 0.14583  998.5 
August 15, 2021 August 27, 2021 $ 0.14583  998.5 
September 15, 2021 September 27, 2021 $ 0.14583  998.5 
October 15, 2021 October 27, 2021 $ 0.14583  998.5 
November 15, 2021 November 29, 2021 $ 0.14583  998.5 
December 15, 2021 December 27, 2021 $ 0.14583  998.5 
Total dividends paid $ 11,473 
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2020 Record Date Payment Date

Rate per
Series C

Preferred Share

Aggregate
amount paid to

holders of record
February 15, 2020 February 27, 2020 $ 0.14583  $ 678.1 
March 15, 2020 March 27, 2020 $ 0.14583  773.4 
April 15, 2020 April 27, 2020 $ 0.14583  773.4 
May 15, 2020 May 27, 2020 $ 0.14583  773.4 
June 15, 2020 June 29, 2020 $ 0.14583  773.4 
July 15, 2020 July 27, 2020 $ 0.14583  773.4 
August 15, 2020 August 27, 2020 $ 0.14583  773.4 
September 15, 2020 September 28, 2020 $ 0.14583  773.4 
October 15, 2020 October 27, 2020 $ 0.14583  773.4 
November 15, 2020 November 27, 2020 $ 0.14583  773.4 
December 15, 2020 December 28, 2020 $ 0.14583  773.4 
Total dividends paid $ 8,412 

The following tables present our common stock dividend transactions for the years ended December 31, 2022, December 31, 2021 and December 31, 2020.

2022 Record Date Payment Date
Rate per common

share

Aggregate
amount paid to

holders of record
January 18, 2022 January 28, 2022 $ 0.10  $ 9,654 
February 15, 2022 February 28, 2022 $ 0.10  9,690 
March 15, 2022 March 28, 2022 $ 0.10  9,764 
April 18, 2022 April 29, 2022 $ 0.10  10,359 
May 16, 2022 May 27, 2022 $ 0.10  10,639 
June 15, 2022 June 29, 2022 $ 0.10  11,159 
July 15, 2022 July 29, 2022 $ 0.10  11,426 
August 15, 2022 August 29, 2022 $ 0.10  12,313 
September 15, 2022 September 29, 2022 $ 0.10  13,406 
October 17, 2022 October 28, 2022 $ 0.10  13,284 
November, 15, 2022 November 28, 2022 $ 0.10  14,465 
December 15, 2022 December 28, 2022 $ 0.10  16,265 
Total dividends paid $ 142,424 
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2021 Record Date Payment Date
Rate per common

share

Aggregate
amount paid to

holders of record
January 15, 2021 January 28, 2021 $ 0.10  $ 6,646 
February 16, 2021 February 26, 2021 $ 0.10  6,645 
March 15, 2021 March 29, 2021 $ 0.10  6,766 
April 15, 2021 April 29, 2021 $ 0.10  7,234 
May 17, 2021 May 27, 2021 $ 0.10  7,646 
June 15, 2021 June 29, 2021 $ 0.10  8,317 
July 15, 2021 July 29, 2021 $ 0.10  8,413 
August 16, 2021 August 27, 2021 $ 0.10  8,413 
September 15, 2021 September 29, 2021 $ 0.10  8,635 
October 15, 2021 October 28, 2021 $ 0.10  9,065 
November 15, 2021 November 29, 2021 $ 0.10  9,347 
December 15, 2021 December 29, 2021 $ 0.10  9,503 
Total dividends paid $ 96,630 

2020 Record Date Payment Date
Rate per common

share

Aggregate
amount paid to

holders of record
January 15, 2020 January 30, 2020 $ 0.17  $ 10,126 
February 14, 2020 February 27, 2020 $ 0.17  10,131 
March 16, 2020 March 27, 2020 $ 0.17  10,120 
June 15, 2020 June 29, 2020 $ 0.09  5,876 
July 15, 2020 July 30, 2020 $ 0.10  6,531 
August 17, 2020 August 28, 2020 $ 0.10  6,530 
September 15, 2020 September 29, 2020 $ 0.10  6,529 
October 15, 2020 October 29, 2020 $ 0.10  6,531 
November 16, 2020 November 27, 2020 $ 0.10  6,531 
December 15, 2020 December 29, 2020 $ 0.10  6,581 
Total dividends paid $ 75,486 
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Note 11 - Net Income (Loss) per Common Share

The following table presents a reconciliation of net income (loss) and the shares used in calculating weighted average basic and diluted earnings per common
share for the years ended December 31, 2022, December 31, 2021 and December 31, 2020.

  For the Years Ended
  December 31, 2022 December 31, 2021 December 31, 2020

Net Income (Loss) $ (229,930) $ 15,363  $ (215,112)
Less: Preferred dividends (11,982) (11,473) (9,787)

Net Income (loss) available (related) to common stockholders $ (241,912) $ 3,890  $ (224,899)

Weighted average common shares outstanding – basic 117,968  79,490  63,070 
Add: Effect of dilutive non-vested awards, assumed vested —  823  — 

Weighted average common shares outstanding – diluted 117,968  80,313  63,070 

For the years ended December 31, 2022 and December 31, 2020, 568 and 496, respectively, of potentially dilutive non-vested awards outstanding were
excluded from the computation of diluted Net Loss related to common stockholders because to have included them would have been anti-dilutive for the period.

Note 12 - Comprehensive Income (Loss) per Common Share

The following table presents a reconciliation of comprehensive loss and the shares used in calculating weighted average basic and diluted comprehensive loss
per common share for the years ended December 31, 2022, December 31, 2021 and December 31, 2020.

  For the Years Ended
  December 31, 2022 December 31, 2021 December 31, 2020

Comprehensive Loss $ (348,430) $ (56,695) $ (391,554)
Less: Preferred dividends (11,982) (11,473) (9,787)

Comprehensive Loss related to common stockholders $ (360,412) $ (68,168) $ (401,341)
Comprehensive Loss per share related to common stockholders:

Basic $ (3.06) $ (0.86) $ (6.36)
Diluted $ (3.06) $ (0.86) $ (6.36)

Weighted average common shares outstanding:
Basic 117,968  79,490  63,070 
Add: Effect of dilutive non-vested awards, assumed vested —  —  — 
Diluted 117,968  79,490  63,070 

For the years ended December 31, 2022, December 31, 2021 and December 31, 2020, 568, 823 and 496 of potentially dilutive non-vested awards outstanding
were excluded from the computation of diluted Comprehensive Loss related to common stockholders because to have included them would have been anti-dilutive
for the period.
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Note 13 - Income Taxes

The following table reconciles our GAAP net income (loss) to estimated REIT taxable loss for the years ended December 31, 2022, December 31, 2021 and
December 31, 2020.

  For the Years Ended
  December 31, 2022 December 31, 2021 December 31, 2020

GAAP net income (loss) $ (229,930) $ 15,363  $ (215,112)
Book to tax differences:

TRS (income) loss (186) 37  (51)
Premium amortization expense (81) (148) (261)
Agency Securities, trading 946,666  77,145  (19,557)
Credit Risk and Non-Agency Securities —  —  188,075 
U.S. Treasury Securities 152,268  9,391  (21,357)
Changes in interest rate contracts (757,742) (77,300) 268,159 
(Gain) Loss on Security sales 7,452  (10,952) (143,877)
Impairment losses on available for sale Agency Securities 4,183  —  1,012 
Amortization of deferred hedging costs (145,267) (163,837) (152,092)
Series B Cumulative Preferred Stock dividend- Called for redemption —  —  1,375 
Other 2,340  1,830  1,544 

Estimated REIT taxable loss $ (20,297) $ (148,471) $ (92,142)

Interest rate and futures contracts are treated as hedging transactions for U.S. federal income tax purposes. Unrealized gains and losses on open interest rate
contracts are not included in the determination of REIT taxable income. Realized gains and losses on interest rate contracts terminated before their maturity are
deferred and amortized over the remainder of the original term of the contract for REIT taxable income. At December 31, 2022 and December 31, 2021, we had
approximately $399,783 and $607,000 in tax deductible expense relating to previously terminated interest rate swap contracts amortizing through the years 2032 and
2031, respectively. At December 31, 2022, we had $240,428 of net operating loss carryforwards available for use indefinitely.

Net capital losses realized Amount Available to offset capital gains through
2018 (136,388) 2023
2019 (13,819) 2024
2021 (15,605) 2026
2022 (732,478) 2027

The Company's subsidiary, ARMOUR TRS, Inc. has made an election as a taxable REIT subsidiary (“TRS”). As such, the TRS is taxable as a domestic C
corporation and subject to federal, state, and local income taxes based upon its taxable income. During the years ended December 31, 2022 and December 31, 2021,
we recorded $30 and $0, respectively of income tax expense attributable to our TRS.

The aggregate tax basis of our assets and liabilities was greater than our total Stockholders’ Equity at December 31, 2022, by approximately $408,615, or
approximately $2.51 per common share (based on the 162,911
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common shares then outstanding). State and federal tax returns for the years 2019 and later remain open and are subject to possible examination.

We are required and intend to timely distribute substantially all of our REIT taxable income in order to maintain our REIT status under the Code. Total
dividend payments to stockholders for the year ended December 31, 2022, were $154,406. Total dividend payments to stockholders for the year ended December 31,
2021, were $108,103. Total dividend payments to stockholders for the year ended December 31, 2020, were $86,648 (including the final dividend on the Series B
Preferred Stock, called for redemption of $1,375 paid on February 27, 2020 to holders of record on February 15, 2020).

Our estimated REIT taxable loss available for distribution as dividends was $20,297, $148,471 and $92,142 for the years ended December 31, 2022, December
31, 2021 and December 31, 2020, respectively. Our 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. The portion of the dividends on
our common stock which represented non-taxable return of capital was 100.0% in 2022, 100.0% in 2021 and 100.0% in 2020.

Our management is responsible for determining whether tax positions 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 positions.

Note 14 - Related Party Transactions

ACM

The Company is managed by ACM, pursuant to a management agreement. All of our executive officers are also employees of ACM. ACM manages our day-to-
day operations, subject to the direction and oversight of the Board. The management agreement runs through December 31, 2029 and is thereafter automatically
renewed for an additional five-year term unless terminated under certain circumstances. Either party must provide 180 days prior written notice of any such
termination.

Under the terms of the management agreement, ACM is responsible for costs incident to the performance of its duties, such as compensation 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 acquisition, financing, management and disposition of, elements of our investment portfolio;
• Evaluating the duration risk and prepayment risk within the investment portfolio and arranging borrowing and hedging strategies;
• Coordinating capital raising activities;
• Advising us on the formulation and implementation of operating strategies and policies, arranging for the acquisition of assets, monitoring the performance

of those assets and providing administrative and managerial services in connection with our day-to-day operations; and
• Providing executive and administrative personnel, office space and other appropriate services required in rendering management services to us.

ACM began waiving 40% of its management fee during the second quarter of 2020 and on January 13, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,400 for the first quarter of 2021 and $800 per month thereafter. On April 20, 2021, ACM notified ARMOUR that it intended to adjust
the fee waiver to the rate of $2,100 for the second quarter of 2021 and $700 per month thereafter. On October 25, 2021,
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ACM notified ARMOUR that it intended to adjust the fee waiver from the rate of $700 per month to $650 per month, effective November 1, 2021, until further notice
(see Note 8 - Commitments and Contingencies).

The following table reconciles the fees incurred in accordance with the management agreement for the years ended December 31, 2022, December 31, 2021
and December 31, 2020.

For the Years Ended
December 31, 2022 December 31, 2021 December 31, 2020

ARMOUR management fees $ 33,714  $ 31,063  $ 29,580 
Less management fees waived (7,800) (8,600) (8,855)
Total management fee expense $ 25,914  $ 22,463  $ 20,725 

We are required to take actions as may be reasonably required to permit and enable ACM to carry out its duties and obligations. 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 years ended December 31, 2022, December 31, 2021 and December 31, 2020 we reimbursed ACM $606, $189 and $157, respectively for other expenses incurred
on our behalf. In 2013, 2017, 2020 and 2021, we elected to grant RSUs to our executive officers through ACM that generally vest over 5 years. In 2017, 2020 and 2021,
we elected to grant RSUs to the Board. We recognized stock based compensation expense of $544, $781 and $515 for the years ended, December 31, 2022, December
31, 2021 and December 31, 2020, respectively.

BUCKLER

At December 31, 2022, 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. The value of the investment was $377 at December 31, 2022 and
$606 at December 31, 2021 reflecting our total investment plus our share of BUCKLER’s operating results, in accordance with the terms of the operating agreement of
BUCKLER that our independent directors negotiated. The primary purpose of our investment in BUCKLER is to facilitate our access to repurchase financing on
potentially attractive terms (considering rate, term, size, haircut, relationship and funding commitment) compared to other suitable repurchase financing
counterparties.

Our operating 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 anticipated financing spreads resulting from repurchase financing facilitated by BUCKLER, and (b) distributions from BUCKLER to its
members of net cash receipts, and (2) the realization of anticipated savings from reduced clearing, brokerage, trading and administrative fees. In addition, the
independent directors of the Company must approve, in their sole discretion, any third-party business engaged by BUCKLER and may 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) if the independent directors
reasonably determine that BUCKLER’s ability to provide attractive securities transactions for the Company is materially adversely affected. For each of the years ended
December 31, 2022 and December 31, 2021, we earned $0 from BUCKLER as an allocated share of Financing Gross Profit for a reduction of interest on repurchase
agreements charged to the Company. Financing Gross Profit is defined in the operating agreement, subject to a contractually required reduction in our share of the
Financing Gross Profit of $306 per annum, which expired at the end of the first quarter of 2022.

We have one subordinated loan agreement with BUCKLER, totaling $105,000 and maturing on May 1, 2025. BUCKLER may, at its option after obtaining
regulatory approval, repay all or a portion of the loan. The loan
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has a stated interest rate of zero, plus additional 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 securities funds. For the years ended December 31, 2022, December 31, 2021 and December 31, 2020, the Company
earned $1,597, $70 and $333 in interest on this loan.

On February 22, 2021, the Company entered into an uncommitted revolving credit facility and security agreement with BUCKLER. Under the terms of the
facility, the Company may, in its sole and absolute discretion, 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 used the facility and therefore no interest was payable for the year ended December 31,
2022.

With BUCKLER as the sales agent, under the 2021 Common stock ATM Sales Agreement, we sold 50,585 and 16,215 common shares for proceeds of $334,415
and $180,855, net of issuance costs and commissions of approximately $3,375 and $1,801, respectively, during the years ended December 31, 2022 and December 31,
2021. We also repurchased 1,478 common shares under the current repurchase authorization which cost $7,664, including commissions of approximately $75 to
BUCKLER during the year ended December 31, 2022 (see Note 10 - Stockholders' Equity).

With BUCKLER as the sales agent, from January 4, 2023 to February 8, 2023, we sold 26,103 common shares under 2021 Common stock ATM Sales
Agreement for proceeds of $159,420, net of issuance costs and commissions of $1,610. (see Note 10 - Stockholders' Equity).

The table below summarizes other transactions with BUCKLER as of and for the years ended December 31, 2022 and December 31, 2021.

For the Years Ended
Transactions with BUCKLER December 31, 2022 December 31, 2021
Repurchase agreements, net $ 3,247,474  $ 1,963,679 
Collateral posted on repurchase agreements $ 3,920,706  $ 2,036,385 
Agency Securities Purchased $ 203,147  $ — 
U.S. Treasury Securities Purchased $ 593,162  $ 99,053 
U.S. Treasury Securities Sold $ 814,265  $ — 

(1) Interest on repurchase agreements, net was $59,807, $3,504 and $38,663, for the years ended December 31, 2022, December 31, 2021 and December 31, 2020,
respectively. See also, Note 6 - Repurchase Agreements, net, for transactions with BUCKLER.

Note 15 - Subsequent Events

Except as disclosed above, no subsequent events were identified through the date of issuance.

(1)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

Date: February 15, 2023 ARMOUR RESIDENTIAL REIT, INC.
/s/ James R. Mountain
James R. Mountain
Chief Financial Officer and Secretary

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant
and in the capacities and on the dates indicated:
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SIGNATURES

Signature Title Date
     

/s/ Scott J. Ulm
Co-Chief Executive Officer, Head of Risk Management and
Co-Vice Chairman February 15, 2023

Scott J. Ulm (Principal Executive Officer)  
     
/s/ Jeffrey J. Zimmer Co-Chief Executive Officer, President, Co-Vice Chairman February 15, 2023
Jeffrey J. Zimmer (Principal Executive Officer)  
   
/s/ James R. Mountain Chief Financial Officer and Secretary February 15, 2023
James R. Mountain (Principal Financial Officer)  
     
/s/ Gordon M. Harper VP Finance, Controller and Treasurer February 15, 2023
Gordon M. Harper (Principal Accounting Officer)  

/s/ Daniel C. Staton Chairman of the Board of Directors February 14, 2023
Daniel C. Staton    
     
/s/ Marc H. Bell Director February 14, 2023
Marc H. Bell    
   
/s/ Z. Jamie Behar Director February 14, 2023
Z. Jamie Behar

/s/ Carolyn Downey Director February 14, 2023
Carolyn Downey    

/s/ Thomas K. Guba Director February 14, 2023
Thomas K. Guba    
     
/s/ Robert C. Hain Director February 14, 2023
Robert C. Hain    

/s/ John P. Hollihan, III Director February 14, 2023
John P. Hollihan, III

/s/ Stewart J. Paperin Director February 14, 2023
Stewart J. Paperin  
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ARMOUR RESIDENTIAL REIT, INC.

ARTICLES OF AMENDMENT

ARMOUR Residential REIT, Inc., a Maryland corporation (the “Corporation”), hereby certifies to the State Department of Assessments and Taxation of

Maryland that:

FIRST: The first two sentences of Section 6.1 of the Charter of the Corporation currently specify that the Corporation has authority to issue 350,000,000 shares

of stock, consisting of 300,000,000 shares of Common Stock, $0.001 par value per share, and 50,000,000 shares of Preferred Stock, $0.001 par value per share. The

aggregate par value of all authorized shares of stock having par value is $350,000.

SECOND: The Charter of the Corporation is hereby further amended, as of the Effective Time (as defined below), by deleting the first two sentences of Section

6.1 in their entirety and replacing them with the following:

“6.1    Authorized Shares. The Corporation has authority to issue 500,000,000 shares of stock, consisting of 450,000,000 shares of Common Stock, $0.001 par

value per share (“Common Stock”), and 50,000,000 shares of Preferred Stock, $0.001 par value per share (“Preferred Stock”). The aggregate par value of all authorized

shares of stock having par value is $500,000.”

THIRD: The amendments to the Charter of the Corporation as set forth above have been duly approved by a majority of the entire Board of Directors of the

Corporation as required by the Maryland General Corporation Law (the “MGCL”). The amendments set forth above are limited to changes expressly authorized to be

made without action by the stockholders of the Corporation by, as applicable, (a) Section 2-105(a)(13) of the MGCL and the Charter of the Corporation; or (b) Section

2-605(a)(2) of the MGCL.

FOURTH: The preferences, conversion and other rights, voting powers, restrictions, limitations as to dividends, qualifications, and terms and conditions of

redemption, if any, of the Corporation’s classes of stock remain unchanged by these Articles of Amendment.

FIFTH: These Articles of Amendment shall be effective at 5:00 p.m. ET on February 14, 2023 (the “Effective Time”).

SIXTH: The undersigned Co-Chief Executive Officer acknowledges these Articles of Amendment to be the corporate act of the Corporation, and verifies,

under the penalties for perjury, that the matters and facts stated herein, which require such verification, are true and accurate, to the best of his knowledge, information

and belief.



IN WITNESS WHEREOF, the Corporation has caused these Articles of Amendment to be executed in its name and on its behalf by its Co-Chief Executive

Officer and attested to by its Chief Financial Officer and Secretary on this 14th day of February, 2023.

ATTEST: ARMOUR RESIDENTIAL REIT, INC.
By: /s/ James R. Mountain By: /s/ Scott J. Ulm
Name: James R. Mountain
Title: Chief Financial Officer and Secretary

Name: Scott J. Ulm
Title: Co-Chief Executive Officer

Return address of filing party:

ARMOUR Residential REIT, Inc.
301 Ocean Drive, Suite 201
Vero Beach, Florida 32963
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Description of ARMOUR Residential REIT, Inc.’s Securities Registered Pursuant to Section 12
of the Securities and Exchange Act of 1934

The following is a brief description of the securities of ARMOUR Residential REIT, Inc. (“we,” “us,” “our,” or “ARMOUR”), registered pursuant to Section
12 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). This description of the terms of our stock does not purport to be complete and is subject
to and qualified in its entirety by reference to the applicable provisions of the Maryland General Corporation Law (the “MGCL”), the full text of our charter, including
the articles supplementary designating the outstanding series of preferred stock and bylaws.

Capital Stock

    General

As of December 31, 2022, our charter provided that we may issue up to 300,000,000 shares of common stock, $0.001 par value per share, and 50,000,000
shares of preferred stock, $0.001 par value per share. On February 14, 2023, we submitted Articles of Amendment with the State of Maryland to increase the number of
authorized shares of common stock from 300,000,000 to 450,000,000 shares to be effective as of February 14, 2023. Our charter authorizes our board of directors, with
the approval of a majority of the entire board of directors, to amend our charter to increase or decrease the aggregate number of authorized shares of stock or the number
of shares of stock of any class or series without stockholder approval. Under Maryland law, stockholders are not generally liable for our debts or obligations.

Our capital stock does not represent any interest in or obligation of our external manager, ARMOUR Capital Management LP (“ACM”). Further, the shares are
not a deposit or other obligation of any bank, are not an insurance policy of any insurance company and are not insured or guaranteed by the Federal Deposit Insurance
Company, any other governmental agency or any insurance company. Our capital stock does not benefit from any insurance guaranty association coverage or any
similar protection.

    Transfer Agent and Registrar

Our transfer agent and registrar for our common stock and preferred stock is Continental Stock Transfer & Trust Company. The principal business address for
Continental Stock Transfer and Trust Company is One State Street, 30th Floor, New York, NY 10004.

Common Stock, $0.001 par value per share

Trading Symbol

Our common stock is traded on the New York Stock Exchange (the “NYSE”) under the symbol, “ARR.”

Dividends Rights

Subject to the preferential rights of any other class or series of shares of stock and to the provisions of our charter regarding the restrictions on ownership and
transfer of shares of stock, holders of shares of common stock are entitled to receive dividends on such shares of common stock out of assets legally available for such
purposes if, as and when authorized by our board of directors and declared by us.

No Maturity

The common stock has no stated maturity and are not subject to any sinking fund. Shares of the common stock remain outstanding indefinitely unless we
decide to repurchase them.

No Redemption

Holders of shares of common stock have no redemption or repurchase rights and the shares of common stock are not subject to mandatory redemption.
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No Conversion

Holders of share of common stock have no conversion or exchange rights.

Liquidation

Holders of shares of our common stock are entitled to share ratably in our assets legally available for distribution to our stockholders in the event of our
liquidation, dissolution or winding up after payment of or adequate provision for all our known debts and liabilities and outstanding preferential capital stock.

Ranking

The shares of common stock have no preference rights and rank junior to our existing and future preferred stock and indebtedness.

Voting Rights

Subject to the provisions of our charter regarding the restrictions on transfer of shares of stock and except as may otherwise be specified in the terms of any
class or series of shares of common stock, each outstanding share of common stock entitles the holder to one vote on all matters submitted to a vote of stockholders,
including the election of directors, and, except as provided with respect to any other class or series of shares of stock, the holders of such shares of common stock will
possess exclusive voting power. There is no cumulative voting in the election of our board of directors, which means that the holders of a majority of the outstanding
shares of common stock can elect all of the directors then standing for election, and the holders of the remaining shares will not be able to elect any directors.

Under the MGCL, a Maryland corporation generally cannot dissolve, amend its charter, merge with another entity, transfer all or substantially all of its assets,
engage in a share exchange or engage in similar transactions outside the ordinary course of business unless approved by the affirmative vote of stockholders holding at
least two-thirds of the votes entitled to be cast on the matter unless a lesser percentage (but not less than a majority of all of the votes entitled to be cast on the matter) is
set forth in the corporation’s charter. Our charter provides that these matters (other than certain amendments to the provisions of our charter related to the removal of
directors, the restrictions on ownership and transfer of shares of our stock and the requirement of a two-thirds vote for amendment to these provisions) may be approved
by a majority of all of the votes entitled to be cast on the matter. Our by-laws provide that directors shall be elected by a majority of all votes entitled to be cast on the
matter; provided, however, that directors shall be elected by a plurality of all the votes entitled to be cast on the matter for which we determine that the number of
nominees exceeds the number of directors to be elected. A majority of the votes entitled to be cast on any other matter which may properly come before the stockholders
shall be sufficient to approve it.

No Preemptive Rights

Holders of shares of common stock have no preemptive rights to subscribe for any of our securities.

7.00% Series C Cumulative Redeemable Preferred Stock, Liquidation Preference $25.00 per share, $0.001 par value per share

Trading Symbol

Our Series C Preferred Stock is traded on the NYSE under the symbol, “ARR PRC.”

Dividend Rights

Holders of the 7.00% Series C Cumulative Redeemable Preferred Stock (the “Series C Preferred Stock”) will be entitled to receive cumulative cash dividends
at a rate of 7.00% per annum of the $25.00 per share liquidation preference (equivalent to $1.75 per annum per share). Dividends will be payable monthly on the 27th
day of each month, provided that if any dividend payment date is not a business day, then the dividend which would otherwise have been payable on that dividend
payment date may be paid on the next succeeding business day. Dividends will accrue and be cumulative from, and including, the date of original issuance. Dividends
will be payable to holders of record as they appear in our stock records for the Series C Preferred Stock at the close of business on the applicable record date, which
shall be the 15th day of the calendar month, whether or not a business day, in which the applicable dividend payment date falls.
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No Maturity

The Series C Preferred Stock has no stated maturity and will not be subject to any sinking fund or mandatory redemption. Shares of the Series C Preferred
Stock will remain outstanding indefinitely unless we decide to redeem or otherwise repurchase them or they become convertible and are converted as described below.

Optional Redemption

The Series C Preferred Stock is not redeemable by us prior to January 28, 2025 except under circumstances intended to preserve our qualification as a real
estate investment trust (“REIT”) for federal income tax purposes and except as described below. On and after January 28, 2025 we may, at our option, upon no less than
30 nor more than 60 days’ written notice, redeem the Series C Preferred Stock, in whole or in part, at any time or from time to time, for cash at a redemption price equal
to $25.00 per share, plus any accumulated and unpaid dividends to, but not including, the date fixed for redemption.

Special Optional Redemption

Upon the occurrence of a Change of Control (as defined in the articles supplementary designating the terms and conditions of the Series C Preferred Stock
attached as an exhibit to our registration statement on Form 8-A filed with the Commission on January 28, 2020 (the “Articles Supplementary”)), we may, at our option,
upon no less than 30 nor more than 60 days’ written notice, redeem the Series C Preferred Stock, in whole or in part, within 120 days after the first date on which such
Change of Control occurred, for cash at a redemption price of $25.00 per share, plus any accumulated and unpaid dividends to, but not including, the date fixed for
redemption. If, prior to the Change of Control Conversion Date (as defined in the Articles Supplementary), we have provided notice of our election to redeem some or
all of the shares of Series C Preferred Stock (whether pursuant to our optional redemption right described above or this special optional redemption right), the holders of
Series C Preferred Stock will not have the conversion right described below.

Conversion Rights

Upon the occurrence of a Change of Control, each holder of Series C Preferred Stock will have the right, subject to our election to redeem the Series C
Preferred Stock in whole or part, prior to the Change of Control Conversion Date, to convert some or all of the Series C Preferred Stock held by such holder on the
Change of Control Conversion Date into a number of shares of our common stock per share of Series C Preferred Stock equal to the lesser of:

• the quotient obtained by dividing (i) the sum of the $25.00 liquidation preference per share of Series C Preferred Stock plus the amount of any
accumulated and unpaid dividends thereon to, but not including, the Change of Control Conversion Date (unless the Change of Control Conversion Date is
after a dividend record date and prior to the corresponding dividend payment date for the Series C Preferred Stock, in which case no additional amount for
such accrued and unpaid dividends will be included in this sum) by (ii) the Common Stock Price (as defined in the Articles Supplementary); and

• 2.613696, subject to certain adjustments; in each case, on the terms and subject to the conditions described in the Articles Supplementary, including
provisions for the receipt, under specified circumstances, of alternative consideration as described in the Articles Supplementary.

Liquidation Preference

If we liquidate, dissolve or wind up, holders of the Series C Preferred Stock will have the right to receive $25.00 per share, plus any accumulated and unpaid
dividends to, but not including, the date of payment, before any distribution of assets is made to the holders of our common stock.

Ranking

The Series C Preferred Stock will rank, with respect to rights to the payment of dividends and the distribution of assets upon our liquidation, dissolution or
winding up, (1) senior to all classes or series of our common stock and to all other equity securities issued by us other than equity securities referred to in clauses (2) and
(3); (2) on a parity with all other equity securities issued by us with terms specifically providing that those equity securities rank on a parity with the Series C Preferred
Stock with respect to rights to the payment of dividends and the distribution of assets upon our liquidation, dissolution or winding up; and (3) junior to all equity
securities issued by us with terms specifically providing that those equity securities rank senior to the Series C Preferred Stock with respect to rights to the payment of
dividends and the distribution of assets upon our liquidation, dissolution or winding up. The Series C Preferred Stock will effectively rank junior to all of our existing
and future
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indebtedness (including indebtedness convertible to our common stock or preferred stock) and to the indebtedness of our existing subsidiaries and any future
subsidiaries.

Voting Rights

Holders of Series C Preferred Stock will generally have no voting rights. However, if we do not pay dividends on the Series C Preferred Stock for eighteen or
more monthly dividend periods (whether or not consecutive), the holders of the Series C Preferred Stock (voting separately as a class with the holders of all other
classes or series of our preferred stock we may issue upon which like voting rights have been conferred and are exercisable and which are entitled to vote as a class with
the Series C Preferred Stock in the election referred to below) will be entitled to vote for the election of two additional directors to serve on our board of directors until
we pay, or declare and set aside funds for the payment of, all dividends that we owe on the Series C Preferred Stock, subject to certain limitations described in the
Articles Supplementary. In addition, the affirmative vote of the holders of at least two-thirds of the outstanding shares of Series C Preferred Stock is required for us to
authorize or issue any class or series of stock ranking prior to the Series C Preferred Stock with respect to the payment of dividends or the distribution of assets on
liquidation, dissolution or winding up, to amend any provision of charter so as to materially and adversely affect any rights of the Series C Preferred Stock, or to take
certain other actions. If any such amendments to our charter would be material and adverse to holders of the Series C Preferred Stock and any other series of parity
preferred stock upon which similar voting rights have been conferred and are exercisable, a vote of at least two-thirds of the outstanding shares of Series C Preferred
Stock and the shares of the other applicable series materially and adversely affected, voting together as a class, would be required. On each matter on which holders of
Series C Preferred Stock are entitled to vote, each share of Series C Preferred Stock will be entitled to one vote, except that when shares of any other class or series of
our preferred stock have the right to vote with the Series C Preferred Stock as a single class on any matter, the Series C Preferred Stock and the shares of each such other
class or series will have one vote for each $25.00 of liquidation preference (excluding accumulated dividends).

No Preemptive Rights

No holders of the Series C Preferred Stock will, as holders of Series C Preferred Stock, have any preemptive rights to purchase or subscribe for our preferred
stock, common stock or any other security.

Restrictions on Transfer and Ownership of our Capital Stock

In order for us to qualify as a REIT under the Internal Revenue Code of 1986, as amended (the “Code”), shares of our stock must be owned by 100 or more
persons during at least 335 days of a taxable year of 12 months (other than the first year for which an election to be a REIT has been made) or during a proportionate
part of a shorter taxable year. Also, after the first year for which an election to be a REIT has been made, not more than 50% of the value of the outstanding shares of
stock may be owned, directly, indirectly, or constructively, by five or fewer individuals (as defined in the Code to include certain entities) during the last half of a
taxable year (which we have referred to as the 5/50 test).

Our charter contains restrictions limiting the ownership and transfer of shares of our common stock and other outstanding shares of stock, warrants, and
options. The relevant sections of our charter provide that, subject to the exceptions described below, no person or entity may own, or be deemed to own, by virtue of the
applicable constructive ownership provisions of the Code, more than 9.8% by value or number, whichever is more restrictive, of our outstanding shares of common
stock (the common share ownership limit), or 9.8% by value or number of shares, whichever is more restrictive, of our outstanding capital stock (the aggregate share
ownership limit). The common share ownership limit and the aggregate share ownership limit are collectively referred to herein as the “ownership limits.” For the
purposes of determining the percentage ownership of our capital stock by any person, shares of capital stock that may be acquired upon conversion, exchange or
exercise of any of our securities directly or constructively held by such person, but not capital stock issuable with respect to the conversion, exchange or exercise of our
securities held by other persons, shall be deemed to be outstanding prior to conversion, exchange or exercise. Therefore, our outstanding series of cumulative
redeemable preferred stock owned directly or indirectly by each holder (but not such preferred stock held by the other holders) will be counted as common stock (on an
as-converted basis) for purposes of the 9.8% ownership limitation applicable to our common stock with respect to such holder. All outstanding series of cumulative
redeemable preferred stock will be counted as capital stock for purposes of the 9.8% ownership limitation applicable to our capital stock.

A person or entity that becomes subject to the ownership limits by virtue of a violative transfer that results in a transfer to a trust, as set forth below, is referred
to as a “purported beneficial transferee” if, had the violative transfer been effective, the person or entity would have been a record owner and beneficial owner or solely
a beneficial owner of shares of our stock, or is referred to as a “purported record transferee” if, had the violative transfer been effective, the person or entity would have
been solely a record owner of shares of our stock.
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The constructive ownership rules under the Code are complex and may cause shares of stock owned actually or constructively by a group of related individuals
and/or entities to be owned constructively by one individual or entity. They also cause shares underlying warrants or options to purchase our stock if any, to be treated as
if they were owned by the holder or beneficial owner of such warrants or options. As a result, the acquisition of less than 9.8% by value or number, whichever is more
restrictive, of our outstanding shares of common stock (or the acquisition of an interest in an entity that owns, actually or constructively, shares of our stock) by an
individual or entity, could, nevertheless, cause that individual or entity, or another individual or entity, to own constructively in excess of 9.8% by value or number,
whichever is more restrictive, of our outstanding shares of common stock, and thereby subject the shares of common stock, total shares of stock or warrants to the
applicable ownership limit.

Our board of directors may, in its sole discretion, exempt a person from the above-referenced ownership limits. However, the board of directors may not
exempt any person whose ownership of our outstanding stock would result in our being “closely held” within the meaning of Section 856(h) of the Code or otherwise
would result in our failing to qualify as a REIT. In order to be considered by the board of directors for exemption, a person also must not own, directly or indirectly, an
interest in a tenant (or a tenant of any entity which we own or control) that would cause us to own, directly or indirectly, more than a 9.9% interest in the tenant. The
person seeking an exemption must represent to the satisfaction of our board of directors that such person will not violate these two restrictions. The person also must
agree that any violation or attempted violation of these restrictions will result in the automatic transfer of the shares of stock causing the violation to a trust for the
benefit of a charitable beneficiary. As a condition of its waiver, our board of directors may require an opinion of counsel or Internal Revenue Service ruling satisfactory
to the board of directors with respect to our qualification as a REIT.

There have been holders of our capital stock whose ownership exceeds the ownership limits set forth in our charter. We have granted waivers from the
ownership limits for such holders where, based on representations, covenants and agreements received from such holders, we determined that such waivers would not
jeopardize our status as a REIT.

In connection with an exemption from the ownership limits or at any other time, our board of directors may from time to time increase or decrease the
ownership limits for one or more persons and entities; provided, however, that any decrease may be made only prospectively as to existing holders; and provided further
that the ownership limit may not be increased if, after giving effect to such increase, five or fewer individuals could own or constructively own in the aggregate, more
than 49.9% in value of the shares then outstanding. Prior to the modification of the ownership limit, our board of directors may require such opinions of counsel,
affidavits, undertakings or agreements as the board of directors may deem necessary or advisable in order to determine or ensure our qualification as a REIT. A reduced
ownership limit will not apply to any person or entity whose percentage ownership in shares of our common stock or total shares of stock, as applicable, is in excess of
such decreased ownership limit until such time as such person’s or entity’s percentage of shares of our common stock or total shares of stock, as applicable, equals or
falls below the decreased ownership limit, but any further acquisition of shares of our common stock or total shares of stock, as applicable, in excess of such percentage
ownership of shares of our common stock or total shares of stock will be in violation of such ownership limit. Additionally, the new ownership limit may not allow five
or fewer individuals to own more than 49.9% in value of our outstanding shares of stock.

Our charter provisions further prohibit:

• any person from beneficially or constructively owning, applying certain attribution rules of the Code, shares of our stock, which includes ownership of
warrants, if any, that would result in our being “closely held” under Section 856(h) of the Code or otherwise cause us to fail to qualify as a REIT; and

• any person from transferring shares of our stock if such transfer would result in shares of our stock being owned by fewer than 100 persons (determined
without reference to any rules of attribution).

Any person who acquires or attempts or intends to acquire beneficial or constructive ownership of shares of our stock that will or may violate any of the
foregoing restrictions on transferability and ownership will be required to give written notice immediately of such event to us or, in the case of a proposed or attempted
transaction, at least 15 days prior written notice to us, and provide us with such other information as we may request in order to determine the effect of such transfer on
our qualification as a REIT. The foregoing provisions on transferability and ownership will not apply if our board of directors determines that it is no longer in our best
interests to attempt to qualify, or to continue to qualify, as a REIT.

Pursuant to our charter, if any transfer of shares of our stock would result in shares of our stock being owned by fewer than 100 persons, such transfer will be
null and void and the intended transferee will acquire no rights in such shares. In addition, if any purported transfer of shares of our stock or any other event would
otherwise result in any person violating the ownership limits or such other limit established by our board of directors or in our being “closely held” under Section 856(h)
of the Code or otherwise failing to qualify as a REIT, then that number of shares (rounded up to the nearest whole share) that
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would cause such person to violate such restrictions will be automatically transferred to, and held by, a trust for the exclusive benefit of one or more charitable
organizations selected by us and the intended transferee will acquire no rights in such shares. The automatic transfer will be effective as of the close of business on the
business day prior to the date of the purported transfer or other event that results in a transfer to the trust. Any dividend or other distribution paid to the purported record
transferee, prior to our discovery that the shares had been automatically transferred to a trust as described above, must be repaid to the trustee upon demand for
distribution to the beneficiary by the trust. If the transfer to the trust as described above is not automatically effective, for any reason, to prevent violation of the
applicable ownership limit or our being “closely held” under Section 856 (h) of the Code or otherwise failing to qualify as a REIT, then our charter provides that the
transfer of the shares will be null and void and the intended transferee will acquire no rights in such shares.

Shares of stock transferred to the trustee are deemed offered for sale to us, or our designee, at a price per share equal to the lesser of (1) the price paid by the
purported record transferee for the shares (or, if the event that resulted in the transfer to the trust did not involve a purchase of such shares of stock at market price, the
last reported sales price reported on the NYSE (or other applicable exchange) on the day of the event which resulted in the transfer of such shares of stock to the trust)
and (2) the market price on the date we or our designee, accept such offer. We have the right to accept such offer until the trustee has sold the shares of stock held in the
trust pursuant to the clauses discussed below. Upon a sale to us, the interest of the charitable beneficiary in the shares sold terminates, the trustee must distribute the net
proceeds of the sale to the purported record transferee and any dividends or other distributions held by the trustee with respect to such shares of stock will be paid to the
charitable beneficiary.

If we do not buy the shares, the trustee must, within 20 days of receiving notice from us of the transfer of shares to the trust, sell the shares to a person or entity
designated by the trustee who could own the shares without violating the ownership limits or such other limit as established by our board of directors. After that, the
trustee must distribute to the purported record transferee an amount equal to the lesser of (1) the price paid by the purported record transferee for the shares (or, if the
event which resulted in the transfer to the trust did not involve a purchase of such shares at market price, the last reported sales price reported on the NYSE (or other
applicable exchange) on the day of the event which resulted in the transfer of such shares of stock to the trust) and (2) the sales proceeds (net of commissions and other
expenses of the sale) received by the trust for the shares. Any net sales proceeds in excess of the amount payable to the purported record transferee will be immediately
paid to the charitable beneficiary, together with any dividends or other distributions thereon. In addition, if prior to discovery by us that shares of stock have been
transferred to a trust, such shares of stock are sold by a purported record transferee, then such shares will be deemed to have been sold on behalf of the trust and to the
extent that the purported record transferee received an amount for or in respect of such shares that exceeds the amount that such purported record transferee was entitled
to receive, such excess amount must be paid to the trustee upon demand. The purported beneficial transferee or purported record transferee shall have no rights in the
shares held by the trustee.

The trustee will be designated by us and will be unaffiliated with us and with any purported record transferee or purported beneficial transferee. Prior to the
sale of any shares by the trust, the trustee will receive, in trust for the beneficiary, all dividends and other distributions paid by us with respect to the shares held in trust
and may also exercise all voting rights with respect to the shares held in trust. These rights will be exercised for the exclusive benefit of the charitable beneficiary. Any
dividend or other distribution paid prior to our discovery that shares of stock have been transferred to the trust will be paid by the recipient to the trustee upon demand.
Any dividend or other distribution authorized but unpaid will be paid when due to the trustee.

Subject to Maryland law, effective as of the date that the shares have been transferred to the trust, the trustee will have the authority, at the trustee’s sole
discretion:

• to rescind as void any vote cast by a purported record transferee prior to our discovery that the shares have been transferred to the trust; and
• to recast the vote in accordance with the desires of the trustee acting for the benefit of the beneficiary of the trust.

However, if we have already taken irreversible action, then the trustee may not rescind and recast the vote. If our board of directors determines in good faith
that a proposed transfer would violate the restrictions on ownership and transfer of shares of our stock set forth in the charter, the board of directors will take such action
as it deems advisable to refuse to give effect to or to prevent such transfer, including, but not limited to, causing us to redeem the shares of stock, refusing to give effect
to the transfer on our books or instituting proceedings to enjoin the transfer.

Every owner of more than 5% (or such lower percentage as required by the Code or the regulations promulgated thereunder) of our stock, within 30 days after
the end of each taxable year, is required to give us written notice, stating the name and address of such owner, the number of shares of our stock which he, she or it
beneficially owns and a description of the
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manner in which the shares are held. Each such owner shall provide ARMOUR with such additional information as we may request in order to determine the effect, if
any, of his, her or its beneficial ownership on our status as a REIT and to ensure compliance with the ownership limits. In addition, each stockholder shall upon demand
be required to provide us with such information as we may request in good faith in order to determine our status as a REIT and to comply with the requirements of any
taxing authority or governmental authority or to determine such compliance.

These ownership limits could delay, defer or prevent a transaction or a change in control that might involve a premium price for the common stock or otherwise
be in the best interests of the stockholders.

Certain Provisions of our Charter and Bylaws and of Maryland Law

As described below, our charter and bylaws and Maryland law contain provisions that may delay, defer or prevent a change in control or other transaction that
might involve a premium price for shares of our common stock or otherwise be in the best interests of our stockholders, including business combination provisions,
supermajority vote requirements and advance notice requirements for director nominations and stockholder proposals. Likewise, if the provision in the bylaws opting
out of the control share acquisition provisions of the MGCL were rescinded or if we were to opt into the classified board or other provisions of Subtitle 8, these
provisions of the MGCL could have similar anti-takeover effects.

Removal of Directors

Our charter provides that a director may be removed, with or without cause, and only by the affirmative vote of the holders of shares entitled to cast at least two
thirds of all the votes of common stockholders entitled to be cast generally in the election of directors. This provision, when coupled with the power of our board of
directors to fill vacancies on the board of directors, precludes stockholders from (1) removing incumbent directors except upon a substantial affirmative vote and (2)
filling the vacancies created by such removal with their own nominees.

Business Combinations

Under the MGCL, certain “business combinations” (including a merger, consolidation, share exchange or, in certain circumstances, an asset transfer or issuance
or reclassification of equity securities) between a Maryland corporation and an interested stockholder (defined generally as any person who beneficially owns, directly
or indirectly, 10% or more of the voting power of the corporation’s outstanding voting stock or an affiliate or associate of the corporation who, at any time within the
two-year period immediately prior to the date in question, was the beneficial owner of 10% or more of the voting power of the then-outstanding stock of the
corporation) or an affiliate of such an interested stockholder are prohibited for five years after the most recent date on which the interested stockholder becomes an
interested stockholder. Thereafter, any such business combination must be recommended by the board of directors of such corporation and approved by the affirmative
vote of at least (a) 80% of the votes entitled to be cast by holders of outstanding voting shares of stock of the corporation and (b) two-thirds of the votes entitled to be
cast by holders of voting stock of the corporation other than shares held by the interested stockholder with whom (or with whose affiliate) the business combination is to
be effected or held by an affiliate or associate of the interested stockholder, unless, among other conditions, the corporation’s common stockholders receive a minimum
price (as defined in the MGCL) for their shares and the consideration is received in cash or in the same form as previously paid by the interested stockholder for its
shares. Our board of directors may provide that the board’s approval is subject to compliance with any terms and conditions determined by the board of directors.

These provisions of the MGCL do not apply, however, to business combinations that are approved or exempted by a board of directors prior to the time that the
interested stockholder becomes an interested stockholder. Pursuant to the statute, our board of directors has by resolution exempted business combinations (1) between
us and any person, provided that such business combination is first approved by our board of directors (including a majority of its directors who are not affiliates or
associates of such person) and (2) between us and ACM or its affiliates. Consequently, the five-year prohibition and the supermajority vote requirements will not apply
to business combinations between us and such persons. As a result, any person described above may be able to enter into business combinations with us that may not be
in the best interest of our stockholders without compliance by us with the supermajority vote requirements and other provisions of the statute.

The business combination statute may discourage others from trying to acquire control of us and increase the difficulty of consummating any offer.
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Control Share Acquisitions

The MGCL provides that “control shares” of a Maryland corporation acquired in a “control share acquisition” have no voting rights except to the extent
approved at a special meeting of stockholders by the affirmative vote of two-thirds of the votes entitled to be cast on the matter, excluding shares of stock in a
corporation in respect of which any of the following persons is entitled to exercise or direct the exercise of the voting power of such shares in the election of directors:
(1) a person who makes or proposes to make a control share acquisition, (2) an officer of the corporation or (3) an employee of the corporation who is also a director of
the corporation. “Control shares” are voting shares of stock which, if aggregated with all other such shares of stock previously acquired by the acquirer, or in respect of
which the acquirer is able to exercise or direct the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquirer to exercise voting
power in electing directors within one of the following ranges of voting power: (A) one-tenth or more but less than one-third; (B) one-third or more but less than a
majority; or (C) a majority or more of all voting power. Control shares do not include shares that the acquiring person is then entitled to vote as a result of having
previously obtained stockholder approval. A “control share acquisition” means the acquisition of control shares, subject to certain exceptions.

A person who has made or proposes to make a control share acquisition, upon satisfaction of certain conditions (including an undertaking to pay expenses and
making an “acquiring person statement” as described in the MGCL), may compel our board of directors to call a special meeting of stockholders to be held within 50
days of demand to consider the voting rights of the shares. If no request for a meeting is made, the corporation may itself present the question at any stockholders
meeting.

If voting rights are not approved at the meeting or if the acquiring person does not deliver an “acquiring person statement” as required by the statute, then,
subject to certain conditions and limitations, the corporation may redeem any or all of the control shares (except those for which voting rights have previously been
approved) for fair value determined, without regard to the absence of voting rights for the control shares, as of the date of the last control share acquisition by the
acquirer or of any meeting of stockholders at which the voting rights of such shares are considered and not approved. If voting rights for control shares are approved at a
stockholders meeting and the acquirer becomes entitled to vote a majority of the shares entitled to vote, all other stockholders may exercise appraisal rights. The fair
value of the shares as determined for purposes of such appraisal rights may not be less than the highest price per share paid by the acquirer in the control share
acquisition.

The control share acquisition statute does not apply to (a) shares acquired in a merger, consolidation or share exchange if the corporation is a party to the
transaction or (b) acquisitions approved or exempted by the charter or bylaws of the corporation.

Our bylaws contain a provision exempting from the control share acquisition statute any and all acquisitions by any person of shares of our stock. There is no
assurance that such provision will not be amended or eliminated at any time in the future.

Subtitle 8

Subtitle 8 of Title 3 of the MGCL permits a Maryland corporation with a class of equity securities registered under the Exchange Act and at least three
independent directors to elect to be subject, by provision in its charter or bylaws or a resolution of its board of directors and notwithstanding any contrary provision in
the charter or bylaws, to any or all of five provisions:

• a classified board;
• a two-thirds vote requirement for removing a director;
• a requirement that the number of directors be fixed only by vote of the directors;
• a requirement that a vacancy on the board of directors be filled only by the remaining directors in office and for the remainder of the full term of the class

of directors in which the vacancy occurred; and
• a majority requirement for the calling of a special meeting of stockholders.

Our charter provides that, pursuant to Subtitle 8, vacancies on the board of directors may be filled only by the affirmative vote of a majority of the remaining
directors in office, even if the remaining directors do not constitute a quorum, and any director elected to fill a vacancy shall serve for the remainder of the full term of
the directorship in which the vacancy occurred. Through provisions in our charter and bylaws unrelated to Subtitle 8, we already (1) require the affirmative vote of the
holders of not less than two-thirds of all of the votes entitled to be cast on the matter for the removal of any director from the board of directors, which removal will be
allowed with or without cause, (2) vest in the board of directors the exclusive power to fix the number of directorships and (3) require, unless called by the chairman of
the board of directors, chief executive
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officer, president or the board of directors, the written request of stockholders of not less than a majority of all the votes entitled to be cast at such a meeting to call a
special meeting.

Meetings of Stockholders

Pursuant to our bylaws, a meeting of our stockholders for the election of directors and the transaction of any business will be held annually on a date and at the
time set by our board of directors. In addition, the chairman of the board of directors, chief executive officer, president or board of directors may call a special meeting
of our stockholders. Subject to the provisions of our bylaws, a special meeting of our stockholders will also be called by the secretary upon the written request of the
stockholders entitled to cast not less than a majority of all the votes entitled to be cast at the meeting.

Amendment to Our Charter and Bylaws

Our charter authorizes our board of directors, with the approval of a majority of the entire board of directors, to amend our charter to increase or decrease the
aggregate number of authorized shares of stock or the number of shares of stock of any class or series without stockholder approval. Otherwise, except for amendments
related to removal of directors, the restrictions on ownership and transfer of shares of our stock and the requirement of a two-thirds vote for amendments to these
provisions (each of which require the affirmative vote of the holders of not less than two-thirds of all the votes entitled to be cast on the matter and the approval of our
board of directors), our charter may be amended only with the approval of the board of directors and the affirmative vote of the holders of a majority of all of the votes
entitled to be cast on the matter.

Our board of directors has the exclusive power to adopt, alter or repeal any provision of our bylaws and to make new bylaws.

Dissolution

Our dissolution must be approved by a majority of the entire board of directors and the affirmative vote of the holders of not less than a majority of all of the
votes entitled to be cast on the matter.

Advance Notice of Director Nominations and New Business

Our bylaws provide that, with respect to an annual meeting of stockholders, nominations of individuals for election to the board of directors and the proposal of
other business to be considered by stockholders may be made only (1) pursuant to our notice of the meeting, (2) by or at the direction of our board of directors or (3) by
a stockholder who was a stockholder of record both at the time of giving his notice and at the time of the meeting and who is entitled to vote at the meeting on the
election of directors or on the proposal of other business, as the case maybe, and has complied with the advance notice provisions set forth in our bylaws.

With respect to special meetings of stockholders, only the business specified in our notice of meeting may be brought before the meeting. Nominations of
individuals for election to our board of directors may be made only (1) by or at the direction of our board of directors or (2) provided that the board of directors has
determined that directors will be elected at such meeting, by a stockholder who was a stockholder of record both at the time of giving his notice and at the time of the
meeting and who is entitled to vote at the meeting and has complied with the advance notice provisions set forth in our bylaws.

Indemnification and Limitation of Directors’ and Officers’ Liability

Maryland law permits a Maryland corporation to include in its charter a provision eliminating the liability of its directors and officers to the corporation and its
stockholders for money damages except for liability resulting from actual receipt of an improper benefit or profit in money, property or services or active and deliberate
dishonesty that is established by a final judgment and is material to the cause of action. Our charter contains such a provision that eliminates such liability to the
maximum extent permitted by Maryland law.

The MGCL requires us (unless our charter provides otherwise, which our charter does not) to indemnify a director or officer who has been successful, on the
merits or otherwise, in the defense of any proceeding to which he or she is made or threatened to be made a party by reason of his or her service in that capacity. The
MGCL permits a corporation to indemnify its present and former directors and officers, among others, against judgments, penalties, fines, settlements and reasonable
expenses actually incurred by them in connection with any proceeding to which they may be made or threatened to be made a party by reason of their service in those or
other capacities unless it is established that:
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• the act or omission of the director or officer was material to the matter giving rise to the proceeding and (1) was committed in bad faith or (2) was the
result of active and deliberate dishonesty;

• the director or officer actually received an improper personal benefit in money, property or services; or
• in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was unlawful.

However, under the MGCL, a Maryland corporation may not indemnify a director or officer in a suit by or in the right of the corporation in which the director
or officer was adjudged liable to the corporation or in a proceeding in which the director or officer was adjudged liable on the basis that personal benefit was improperly
received. A court may order indemnification if it determines that the director or officer is fairly and reasonably entitled to indemnification, even though the director or
officer did not meet the prescribed standard of conduct or was adjudged liable on the basis that a personal benefit was improperly received. However, indemnification
for an adverse judgment in a suit by us or in our right, or for a judgment of liability on the basis that a personal benefit was improperly received, is limited to expenses.

In addition, the MGCL permits a corporation to advance reasonable expenses to a director or officer upon the corporation’s receipt of:

• a written affirmation by the director or officer of his or her good faith belief that he or she has met the standard of conduct necessary for indemnification
by the corporation; and

• a written undertaking by the director or officer or on the director’s or officer’s behalf to repay the amount paid or reimbursed by the corporation if it is
ultimately determined that the director or officer did not meet the standard of conduct.

Our charter authorizes us to obligate ourselves and our bylaws obligate us, to the maximum extent permitted by Maryland law in effect from time to time, to
indemnify and, without requiring a preliminary determination of the ultimate entitlement to indemnification, pay or reimburse reasonable expenses in advance of final
disposition of a proceeding to:

• any present or former director or officer of ours who is made or threatened to be made a party to the proceeding by reason of his or her service in that
capacity; or

• any individual who, while a director or officer of ours and at our request, serves or has served another corporation, REIT, partnership, joint venture, trust,
employee benefit plan or other enterprise as a director, officer, partner or trustee of such corporation, REIT, partnership, joint venture, trust, employee
benefit plan or other enterprise and who is made or threatened to be made a party to the proceeding by reason of his or her service in that capacity.

Our charter and bylaws also permit us, with the approval of our board of directors, to indemnify and advance expenses to any person who served a predecessor
of ours in any of the capacities described above and to any employee or agent of ours or a predecessor of ours.

Insofar as the foregoing provisions permit indemnification of directors, officers or persons controlling us for liability arising under the Securities Act of 1933,
as amended (the “Securities Act”), we have been informed that, in the opinion of the Securities and Exchange Commission, this indemnification is against public policy
as expressed in the Securities Act and is therefore unenforceable.
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EIGHTH AMENDED AND RESTATED MANAGEMENT AGREEMENT

This EIGHTH AMENDED AND RESTATED MANAGEMENT AGREEMENT (this “Agreement”) is entered into and effective as of February 14, 2023

by and between (i) ARMOUR RESIDENTIAL REIT, INC., a Maryland corporation (the “REIT”), and (ii) ARMOUR CAPITAL MANAGEMENT LP, a Delaware

limited partnership (the “Manager”).

RECITALS

WHEREAS, the REIT and the Manager are parties to that certain Seventh Amended and Restated Management Agreement dated and effective as of July 21,

2020 (the “Seventh Amended and Restated Management Agreement”); and

WHEREAS, the parties desire to amend and restate the Seventh Amended and Restated Management Agreement, upon the terms and conditions provided

herein.

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained and other good and valuable consideration, the receipt and

sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

1. Definitions. Capitalized terms used but not otherwise defined in this Agreement shall have the respective meanings assigned to them below:

1.1 “Affiliate” means, with respect to any specified Person, any other Person that directly or indirectly controls, is controlled by, or is under common control

with, that specified Person. For purposes of this definition, “control” (including, with correlative meanings, the terms “controlling”, “controlled by” and “under common

control with”), with respect to any specified Person, means the possession, directly or indirectly, of the power to direct or cause the direction of the management and

policies of that specified Person, whether by contract, through the ownership of voting securities or other equity interests (including partnership or membership

interests), or otherwise.

1.2 “Agreement” means this Eighth Amended and Restated Management Agreement, as the same may be amended from time to time.

1.3 [Reserved]

1.4 “Base Management Fee” shall have the meaning set forth in Section 6.1 of this Agreement.

1.5 “Board of Directors” means the member(s) of the Board of Directors of the REIT.

1.6 “Business Day” means a day on which the banks are opened for business (Saturdays, Sundays, statutory and civic holidays excluded) in New York, New

York, United States.



1.7 “Cause” means, for purposes of a termination of this Agreement by the REIT without penalty or payment of a Termination Fee, a final determination by a

court of competent jurisdiction (a) that the Manager has materially breached this Agreement that has a material adverse effect on the REIT and such material breach has

continued for a period of 30 days after receipt by the Manager of written notice thereof specifying such breach and requesting that the same be remedied in such 30-day

period, (b) that an action taken or omitted to be taken by the Manager in connection with this Agreement constitutes willful misconduct or gross negligence that results

in material harm to the REIT and such willful misconduct or gross negligence has not been cured within a period of 30 days after receipt by the Manager of written

notice thereof specifying such willful misconduct or gross negligence and requesting that the same be remedied in such 30-day period, or (c) that an action taken or

omitted to be taken by the Manager in connection with this Agreement constitutes fraud that results in material harm to the REIT.

1.8 “Code” means the Internal Revenue Code of 1986, as amended.

1.9 “Current Term” shall mean the period from February 14, 2023 through December 31, 2029.

1.10 “Effective Date” means the date of this Agreement.

1.11 “Equity Securities” shall have the meaning set forth in Rule 3a11-1 under the Securities Exchange Act of 1934, as amended.

1.12 “FHLMC” means the Federal Home Loan Mortgage Corporation (a/k/a Freddie Mac).

1.13 “FNMA” means the Federal National Mortgage Association (a/k/a Fannie Mae).

1.14 “GNMA” means the Governmental National Mortgage Administration (a/k/a Ginnie Mae).

1.15 “Governing Instruments” means the articles of incorporation or charter, as the case may be, and the bylaws of the REIT and its subsidiaries, as those

documents may be amended from time to time.

1.16 “Gross Equity Raised” means an amount in dollars calculated as of the date of determination that is equal to (a) the initial equity capital of the REIT

following the consummation of the Merger, plus (b) equity capital raised in public or private issuances of the REIT’s Equity Securities (calculated before underwriting

fees and distribution expenses, if any), less (c) capital returned to the stockholders of the REIT, as adjusted to exclude (d) one-time charges pursuant to changes in

GAAP and certain non-cash charges after discussion between the Manager and the Board of Directors and approved by a majority of the Board of Directors. For

purposes of the preceding sentence, capital returned to stockholders shall include (i) the purchase price of Equity Securities repurchased by the REIT and (ii) liquidation

distributions as approved and so designated by a majority of the Board of Directors.

1.17 “Independent Directors” means the members of the Board of Directors who are not officers or employees of the Manager or any Person directly or

indirectly controlling or controlled by the Manager, and who are otherwise “independent” in accordance with the REIT’s Governing Instruments and policies and, if

applicable, the rules of any national securities exchange on which the REIT’s common stock is listed.
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1.18 [Reserved]

1.19 “Investment Company Act” shall mean the Investment Company Act of 1940, as amended.

1.20 “Manager” shall have the meaning set forth in the Preamble of this Agreement and shall include any successor thereto (subject to the provisions of Section

13).

1.21 “Manager Obligations” shall have the meaning set forth in Section 2.4.2 of this Agreement and may be limited from time to time in the REIT’s discretion.

1.22 “Merger” means the merger contemplated pursuant to the Merger Agreement.

1.23 “Merger Agreement” means that Agreement and Plan of Merger, dated as of July 29, 2009, among the REIT, ARMOUR Merger Sub Corp., a Delaware

corporation, and Enterprise Acquisition Corp., a Delaware corporation.

1.24 “Mortgage Assets” means the following assets types of the REIT which the REIT may determine from time to time shall be solely managed by the

Manager:

(i) mortgage securities (or interests therein), including (a) adjustable-rate, hybrid adjustable-rate and pass-through certificates (including GNMA certificates,

FNMA certificates and FHLMC certificates), (b) collateralized mortgage obligations, (c) securities representing interests in, or secured by, agency wrapped mortgages

on real property other than pass-through certificates and CMOs, (d) agency mortgage derivative securities and other agency mortgage-backed and mortgage

collateralized obligations, and (e) mortgage derivative securities;

(ii) U.S. government issued bills, notes and bonds including general obligations of the agencies of the U.S. government (including, but not limited to GNMA,

FNMA and FHLMC); and

(iii) short-term investments, including short-term bank certificates of deposit, short-term U.S. Treasury securities, short-term U.S. government agency

securities, commercial paper, repurchase agreements, short-term CMOs, short-term asset backed securities and other similar types of short-term investment instruments,

all of which will have maturities or average lives of less than one (1) year.

1.25 [Reserved]

1.26 “Non-Renewal Notice” shall have the meaning set forth in Section 10.1 of this Agreement.

1.27 “Notice of Proposal to Negotiate” shall have the meaning set Forth in Section 10.5 of this Agreement.

1.28 “Person” means any individual, corporation, partnership, joint venture, limited liability company, estate, trust, unincorporated association, any federal,

state, county or municipal government or any bureau, department or agency thereof and any fiduciary acting in such capacity on behalf of any of the foregoing.

1.29 “Real Estate Investment Trust” means a “real estate investment trust” as defined under the Code.

1.30 “REIT” shall have the meaning set forth in the Preamble of this Agreement and shall include any subsidiary and any successor thereto.
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1.31 “REIT Provisions of the Code” means Sections 856 through 860 of the Code.

1.32 “Renewal Term” shall have the meaning set forth in Section 10.1 of this Agreement.

1.33 “Staton Bell” shall have the meaning set forth in Section 2.5 of this Agreement.

1.34 “Sub-Management Agreement” shall have the meaning set forth in Section 2.5 of this Agreement.

1.35 “Termination Fee” means an amount equal to four (4) times the Base Management Fee paid to the Manager in the preceding full twelve (12) months,

calculated as of the effective date of the termination of this Agreement pursuant to Section 10.2.

2. General Duties of the Manager.

2.1 Services. All services performed by the Manager under this Agreement shall be subject to the direction and oversight of the Board of Directors. As may be

limited from time to time by the REIT in its discretion, the Manager shall (i) manage the day-to-day operations of the REIT and perform the services and other activities

described below, and (ii) to the extent directed by the Board of Directors, perform similar management and services for any subsidiary of the REIT; provided, however,

that nothing herein shall give the Manager the right (or obligate the Manager) to supervise any other manager engaged by the REIT (each such other manager, an “Other

Manager”), or to manage or otherwise participate in any way in any securitization transaction undertaken by the REIT or any joint venture formed by the REIT. Subject

to the REIT’s right to retain Other Managers and the REIT’s right to limit the following duties in its discretion from time to time to the Mortgage Assets which the REIT

determines from time to time shall be solely managed by the Manager, the Manager shall perform the following services from time to time as may be required for the

management of the REIT and its assets (other than any such assets solely being managed by an Other Manager):

2.1.1 serving as a consultant to the REIT with respect to the formulation of investment criteria for assets managed by the Manager and the preparation of policy

guidelines by the Board of Directors for such assets;

2.1.2 assisting the REIT in developing criteria for Mortgage Asset purchase commitments that are consistent with the REIT’s long-term investment objectives

and making available to the REIT its knowledge and experience with respect to Mortgage Assets managed by the Manager;

2.1.3 representing the REIT in connection with certain of the REIT’s purchases, sales and commitments to purchase or sell Mortgage Assets managed by the

Manager that meet in all material respects the REIT’s investment criteria, including without limitation by providing repurchase agreement and similar portfolio

management expertise as appropriate in connection therewith;

2.1.4 managing the REIT’s Mortgage Assets (other than any Mortgage Assets managed solely by Other Managers);
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2.1.5 advising the REIT and negotiating the REIT’s agreements with third-party lenders for borrowings by the REIT;

2.1.6 making available to the REIT statistical and economic research and analysis regarding the REIT’s activities managed by the Manager and the services

performed for the REIT by the Manager;

2.1.7 monitoring and providing to the Board of Directors from time to time price information and other data obtained from certain nationally-recognized

dealers that maintain markets in mortgage assets identified by the Board of Directors from time to time, and providing data and advice to the Board of Directors in

connection with the identification of such dealers, in each case with respect to assets managed by the Manager;

2.1.8 investing or reinvesting money of the REIT, which the REIT determines from time to time shall be solely managed by the Manager, in accordance with

the REIT’s policies and procedures;

2.1.9 providing executive and administrative personnel, office space and other appropriate services required in rendering services to the REIT, in accordance

with and subject to the terms of this Agreement;

2.1.10 administering the day-to-day operations of the REIT and performing and supervising the performance of such other administrative functions necessary

to the management of the REIT as may be agreed upon by the Manager and the Board of Directors, including, without limitation, the collection of revenues and the

payment of the REIT’s debts and obligations from the REIT’s accounts (in each case in respect of assets managed by the Manager), and the maintenance of appropriate

computer systems and related information technology to perform such administrative and management functions;

2.1.11 advising the Board of Directors in connection with certain policy decisions (other than any such decisions solely relating to Other Managers);

2.1.12 evaluating and recommending hedging strategies to the Board of Directors and, upon approval by the Board of Directors, engaging in hedging activities

on behalf of the REIT consistent with the REIT’s status as a Real Estate Investment Trust, in each case in respect of assets managed by the Manager;

2.1.13 supervising compliance by the REIT with the REIT Provisions of the Code and maintenance of its status as a Real Estate Investment Trust (other than in

respect of any assets not managed by the Manager);

2.1.14 qualifying and causing the REIT to qualify to do business in all applicable jurisdictions and obtaining and maintaining all appropriate licenses (other

than in respect of any activities not managed by the Manager);

2.1.15 assisting the REIT to retain qualified accountants and tax experts to assist in developing and monitoring appropriate accounting procedures and testing

systems and to conduct quarterly compliance reviews as the Board of Directors may deem necessary or advisable (other than any such procedures or reviews relating

solely to Other Managers);
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2.1.16 assisting the REIT in its compliance with all federal (including, without limitation, the Sarbanes-Oxley Act of 2002), state and local regulatory

requirements applicable to the REIT in respect of its business activities, including preparing or causing to be prepared all financial statements required under applicable

regulations and contractual undertakings and all reports, documents and filings, if any, required under the Securities Exchange Act of 1934, as amended, or other federal

or state laws;

2.1.17 assisting the REIT in its compliance with federal, state and local tax filings and reports, and generally enable the REIT to maintain its status as a Real

Estate Investment Trust, including soliciting stockholders, as defined below, for required information to the extent provided in the REIT Provisions of the Code;

2.1.18 assisting the REIT in its maintenance of an exemption from the Investment Company Act and monitoring compliance with the requirements for

maintaining an exemption from the Investment Company Act;

2.1.19 advising the REIT as to its capital structure and capital raising activities (other than in respect of capital not to be managed by the Manager);

2.1.20 handling and resolving all claims, disputes or controversies (including all litigation, arbitration, settlement or other proceedings or negotiations) in which

the REIT may be involved or to which the REIT may be subject arising out of the REIT’s day-to-day operations, subject to the approval of the Board of Directors and

excluding any such proceedings or negotiations solely involving Other Managers;

2.1.21 engaging and supervising, on behalf of the REIT at the REIT’s request and at the REIT’s expense, the following, without limitation: independent

contractors to provide investment banking services, leasing services, mortgage brokerage services, securities brokerage services, other financial services and such other

services as may be deemed by the Board of Directors to be necessary or advisable from time to time (other than Other Managers, or any of the foregoing to be utilized in

connection with activities being solely conducted by Other Managers);

2.1.22 so long as the Manager does not incur additional costs or expenses, and the REIT does not incur additional costs or expenses which are not specifically

approved in writing by the REIT, performing such other services as may be necessary or advisable from time to time for management and other activities relating to the

assets of the REIT as the Board of Directors shall reasonably request or the Manager shall deem appropriate under the particular circumstances; and

2.1.23 assisting the REIT, upon the REIT’s request therefor, in evaluating the advantages and disadvantages of the REIT internalizing the functions of the

Manager or of any merger and acquisition transaction that the REIT may elect to pursue, which also may be subject to approval by the shareholders of the REIT.

2.2 Obligations of the Manager.

2.2.1 Verify Conformity with Acquisition Criteria. At all times subject to the direction of the Board of Directors, the Manager shall use commercially

reasonable efforts to provide that each Mortgage Asset acquired by
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the Manager for the REIT conforms in all material respects to the acquisition criteria of the REIT and shall seek to cause each seller or transferor of such Mortgage

Assets to the REIT to make such representations and warranties regarding such Mortgage Assets as may, in the reasonable judgment of the Manager, be necessary and

appropriate, subject to market custom. In addition, the Manager shall take such other action as it deems reasonably necessary or appropriate in seeking to protect the

REIT’s investments to the extent consistent with its duties under this Agreement.

2.2.2 Conduct Activities in Conformity with REIT Status and All Applicable Restrictions. At all times subject to the direction of the Board of Directors and

with reasonable advance notice from the REIT of any pertinent information relating to any activities of the REIT as may then be conducted by Other Managers, the

Manager shall refrain from any action which would adversely affect the status of the REIT or, if applicable, any subsidiary of the REIT as a Real Estate Investment

Trust or (i) which would violate any material law, rule or regulation of any governmental body or agency having jurisdiction over the REIT or any such subsidiary or (ii)

which would otherwise not be permitted by the REIT’s or such subsidiary’s Governing Instruments, any material operating policies adopted by the REIT, or any

agreements actually known by the Manager, except in each of clauses (i) and (ii) as could not reasonably be expected to have a material adverse effect on the REIT. If

the Manager is directed to take any such action by the Board of Directors, the Manager shall promptly notify the Board of Directors of the Manager’s judgment that

such action would adversely affect such status or cause such violation or not be permitted as aforesaid.

2.2.3 Reports. Upon the request of the Board of Directors and at the sole cost and expense of the REIT, the Manager shall cause an annual compliance report of

the REIT to be prepared by a firm independent of the Manager and its Affiliates and having the proper expertise to determine compliance with the REIT Provisions of

the Code and related matters. In addition, the Manager shall prepare regular reports for the Board of Directors, that will review the REIT’s acquisitions of Mortgage

Assets, portfolio composition and characteristics, credit quality (if applicable), performance and compliance with the REIT’s investment policies and policies that enable

the REIT to maintain its qualification as a Real Estate Investment Trust and to maintain its exemption from being deemed an “investment company” under the

Investment Company Act; provided that such reports shall only relate to assets the REIT has determined shall be managed by the Manager.

2.2.4 Portfolio Transactions. In placing portfolio transactions and selecting brokers or dealers, the Manager shall seek to obtain on behalf of the REIT

commercially reasonable terms. In assessing commercially reasonable terms for any transaction, the Manager shall consider all factors it deems relevant, including,

without limitation, the breadth of the market for the security, the price of the security, the financial condition and execution capability of
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the broker or dealer, and the reasonableness of the commission, if any, both for the specific transaction and on a continuing basis.

2.3 Cooperation of the REIT. The REIT and the Board of Directors shall take such actions as may reasonably be required to permit and enable the Manager to

carry out its duties and obligations under this Agreement, including, without limitation, the steps reasonably necessary to allow the Manager to file any registration

statement on behalf of the REIT in a timely manner if the REIT requests that the Manager do so. The REIT further agrees to use commercially reasonable efforts to

make available to the Manager reasonably available resources, information and materials reasonably requested by the Manager to enable the Manager to satisfy its

obligations hereunder, including its obligations to deliver financial statements and any other information or reports with respect to the REIT. If the Manager is not able

to provide a service, or in the reasonable judgment of the Manager it is not prudent to provide a service, without the approval of the Board of Directors, then the

Manager shall be excused from providing such service (and shall not be in breach of this Agreement) until the applicable approval has been obtained; provided,

however, that the Manager shall have promptly advised the Board of Directors in writing that the Manager is awaiting such approval.

2.4 Engagement of Third Parties.

2.4.1 Securities Dealers. Subject to the REIT’s right to retain Other Managers and the REIT’s right to limit the Manager’s authorizations in the REIT’s

discretion from time to time, the Manager is authorized, for and on behalf, and at the sole cost and expense of the REIT, to employ such securities dealers (including

Affiliates of the Manager) for the purchase and sale of the REIT’s Mortgage Assets managed by the Manager as may, in the reasonable judgment of the Manager, be

necessary to obtain the best commercially available net results taking into account such factors as the policies of the REIT, price, dealer spread, the size, type and

difficulty of the transaction involved, the firm’s general execution and operational facilities and the firm’s risk in positioning the securities involved. Consistent with this

policy, and subject to the foregoing caveats with respect to the REIT’s rights, the Manager is authorized to direct the execution of the REIT’s portfolio transactions to

dealers and brokers furnishing statistical information or research deemed by the Manager to be reasonably necessary to the performance of its investment advisory

functions for the REIT.

2.4.2 Other Third Parties. The Manager is authorized to retain, for and on behalf of the REIT, the services of third parties (including Affiliates of the Manager),

including, without limitation, accountants, legal counsel, appraisers, insurers, brokers, dealers, transfer agents, registrars, developers, investment banks, financial

advisors, banks and other lenders and others as the Manager deems reasonably necessary or advisable in connection with the management and operations of the REIT.

The costs and expenses related to the retention of third parties shall be the sole cost and expense of the REIT except to the extent (i) the third party is retained to make

decisions to invest in
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and dispose of Mortgage Assets, provide administrative, data processing or clerical services, prepare the financial records of the REIT or prepare a report summarizing

the REIT’s acquisitions of Mortgage Assets, portfolio compensation and characteristics, credit quality (if applicable) or performance of the portfolio, in each case with

respect to assets the REIT has determined shall be managed by the Manager, in which case it shall be at the sole cost and expense of the Manager unless otherwise

approved by the Board of Directors or (ii) the costs and expenses are not reimbursable pursuant to Section 7.1 of this Agreement (collectively, the “Manager

Obligations”). Notwithstanding anything in this Agreement to the contrary, in no event shall the Manager be responsible for any costs or expenses related to or incurred

by any Other Manager.

2.4.3 Affiliates. Notwithstanding anything contained in this Agreement to the contrary, the Manager shall have the right to cause any of its services under this

Agreement to be rendered by the Manager’s employees or Affiliates of the Manager. The REIT shall pay or reimburse the Manager or its Affiliates (subject to the

foregoing approval) for the reasonable and actually incurred cost and expense of performing such services by the Affiliate, including, without limitation, back office

support services specifically requested by the REIT if the costs and expenses of such Affiliate would have been reimbursable under this Agreement if such Affiliate were

an unaffiliated third party, or if such service had been performed by the Manager itself.

2.5 Reserved.

3. Additional Activities.

3.1 Other Activities of the Manager. Nothing in this Agreement shall (i) prevent the Manager or its Affiliates, officers, directors or employees, from engaging in

other businesses or from rendering services of any kind to any other person or entity, including, without limitation, investing in, or rendering advisory service to others

investing in, any type of mortgage assets or other real estate investments (including, without limitation, investments that meet the principal investment objectives of the

REIT), whether or not the investment objectives or policies of any such other person or entity are similar to those of the REIT, or (ii) in any way bind or restrict the

Manager or its Affiliates, officers, directors or employees from buying, selling or trading any securities or commodities for their own accounts or for the account of

others for whom the Manager or its Affiliates, officers, directors or employees may be acting. The REIT acknowledges that the Manager will base allocation decisions

on the procedures the Manager and the REIT reasonably and in good faith consider fair and equitable, including, without limitation, such considerations as investment

objectives, restrictions and time horizon, availability of cash and the amount of existing holdings. While information and recommendations supplied to the REIT shall,

in the Manager’s reasonable and good faith judgment, be appropriate under the circumstances and in light of the investment objectives and policies of the REIT, they

may be different from the information and recommendations supplied by the Manager or any Affiliate of the Manager to other investment companies, funds and

advisory accounts. The REIT shall be entitled to
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equitable treatment under the circumstances in receiving information, recommendations and any other services. However, the REIT recognizes that it is not entitled to

receive preferential treatment as compared with the treatment given by the Manager or any Affiliate of the Manager to any investment company, fund or advisory

account other than any fund or advisory account which contains only funds invested by the Manager (and not of any of its clients or customers) or its officers and

directors.

3.2 Other Activities of the REIT. Except to the extent expressly set forth in this Agreement or any other written agreement between the REIT and the Manager,

neither this Agreement nor the relationship between the REIT and the Manager shall be deemed (i) to limit or restrict the activities of the REIT, its officers, its

employees, or members of its Board of Directors or (ii) impose a fee or other penalty on the REIT, its officers, its employees, or members of its Board of Directors for

pursuing any such other activities.

3.3 Service to the REIT; Execution of Documents. Directors, officers, employees and agents of the Manager and its Affiliates may serve as trustees, directors,

officers, employees, agents, nominees or signatories for the REIT or any subsidiary of the REIT, to the extent permitted by the Governing Instruments, as from time to

time amended, or by any resolutions duly adopted by the Board of Directors pursuant to the Governing Instruments. When executing documents or otherwise acting in

such capacities for the REIT, such persons shall use their respective titles in the REIT.

4. Bank Accounts. The Manager may establish and maintain one or more bank accounts in the name of the REIT or any subsidiary of the REIT, and may collect

and deposit into any such account or accounts, and disburse funds from any such account or accounts in a manner consistent with this Agreement, including, without

limitation, the following: (a) the payment of the Base Management Fee, (b) the payment (or advance) of reimbursable costs and expenses, and (c) any other appropriate

amounts. The Manager shall from time to time render appropriate accountings of such collections and payments to the Board of Directors and, upon request, to the

auditors of the REIT or any subsidiary of the REIT. One or more of the obligations of the Manager hereunder may be revoked in whole or in part by the REIT from time

to time in its sole discretion.

5. Records; Confidentiality. The Manager shall maintain appropriate and accurate books of account and records relating to services performed under this

Agreement, and such books of account and records shall be accessible for inspection by representatives (including the auditors) of the REIT or any subsidiary of the

REIT at any time during normal business hours. Except in the ordinary course of business of the REIT, the Manager shall, and shall use commercially reasonable efforts

to cause each of its Affiliates to, keep confidential any and all information they (or such Affiliates) may obtain from time to time in connection with the services they (or

such Affiliates) render under this Agreement.
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6. Compensation of the Manager.

6.1 Base Management Fee. For services rendered under this Agreement, commencing after the end of the first month of business, the REIT shall pay to the

Manager each month in arrears (by wire transfer of immediately available funds) compensation equal to 1/12th of the sum of (a) 1.5% of the Gross Equity Raised up to

$1 billion plus (b) 0.75% of the Gross Equity Raised in excess of $1 billion (the “Base Management Fee”) within one (1) Business Day after the end of such month;

provided, however, that the Base Management Fee shall not ever be less than 1/12th of the Annual Minimum Fee. In the event of a termination of this Agreement during

a calendar month, the Base Management Fee shall be pro-rated based upon the number of days elapsed in such calendar month prior to the effective date of such

termination.

6.2 Equity Compensation. The REIT may make equity incentive-based compensation grants to the Manager, from time to time, solely for the purpose of

providing equity incentive based grants for the benefit of the Manager’s officers and employees who provide substantial services that benefit the REIT.

6.3 No Incentive Management Compensation. The Manager shall not receive any incentive-based compensation other than as set forth in Section 6.2.

7. Expenses of the Manager and the REIT.

7.1 Expenses of the Manager. The Manager shall be responsible for the following expenses:

7.1.1 employment expenses of the personnel employed by the Manager, including, without limitation, salaries (base and bonuses alike), wages, payroll taxes

and the cost of employee benefit plans of such personnel (but excluding any stock of the REIT that the Board of Directors may determine to grant to such personnel,

which stock shall not reduce employment expenses otherwise payable by the Manager pursuant to this Section 7.1.1 or cause the Manager or the REIT to pay any

payroll taxes in respect thereof); and

7.1.2 rent, telephone, utilities, office furniture, equipment, machinery and other office, internal and overhead expenses of the Manager required for the REIT’s

day-to-day operations, including, bookkeeping, clerical and back-office services provided by the Manager, provided, however, that the REIT shall pay for supplies

applicable to operations (paper, software, presentation materials, etc.).

7.2 Expenses of the REIT. The REIT shall pay all of the costs and expenses of the REIT and the Manager incurred solely on behalf of the REIT or any

subsidiary or in connection with this Agreement, other than (i) those expenses that are specifically the responsibility of the Manager pursuant to Section 7.1 of this

Agreement, and (ii) any costs or expenses incurred by the Manager which the REIT is not required to reimburse pursuant to the provisions of Section 7.3 below. Without

limiting the generality of the foregoing, it is specifically agreed that the following costs and expenses of the REIT or any subsidiary of the REIT shall be paid by the

REIT and shall not be
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paid by the Manager and/or the Affiliates of the Manager (except to the extent of any costs or expenses which the REIT is not required to reimburse pursuant to the

provisions of Section 7.3 below):

7.2.1 all costs and expenses associated with the formation and capital raising activities of the REIT and its subsidiaries, including, without limitation, the costs

and expenses of the preparation of the REIT’s registration statements, and any and all costs and expenses of any public offering of the REIT, any subsequent offerings

and any filing fees and costs of being a public company, including, without limitation, filings with the Securities and Exchange Commission, the Financial Industry

Regulatory Authority, the New York Stock Exchange (and any other exchange or over-the-counter market), among other such entities;

7.2.2 all costs and expenses of the REIT in connection with the acquisition, disposition, financing, hedging, administration and ownership of the REIT’s or any

subsidiary’s investment assets (including, without limitation, the Mortgage Assets) and, including, without limitation, costs and expenses incurred in contracting with

third parties, including Affiliates of the Manager (as may be approved by the REIT pursuant to the terms of this Agreement), to provide such services, such as legal fees,

accounting fees, consulting fees, trustee fees, appraisal fees, insurance premiums, commitment fees, brokerage fees, guaranty fees, ad valorem taxes, costs of

foreclosure, maintenance, repair and improvement of property and premiums for insurance on property owned by the REIT or any subsidiary of the REIT;

7.2.3 all costs and expenses relating to the acquisition of, and maintenance and upgrades to, the REIT’s portfolio analytics and accounting systems (including,

but not limited to Bloomberg);

7.2.4 all costs and expenses of money borrowed by the REIT or its subsidiaries, including, without limitation, principal, interest and the costs associated with

the establishment and maintenance of any credit facilities, warehouse loans and other indebtedness of the REIT and its subsidiaries (including commitment fees, legal

fees, closing and other costs);

7.2.5 all taxes and license fees applicable to the REIT or any subsidiary of the REIT, including interest and penalties thereon;

7.2.6 all legal, audit, accounting, underwriting, brokerage, listing, filing, rating agency, registration and other fees, printing, engraving, clerical, personnel and

other expenses and taxes of the REIT incurred in connection with the issuance, distribution, transfer, registration and stock exchange listing of the REIT’s or any

subsidiary’s Equity Securities or debt securities;

7.2.7 other than for the Manager Obligations, all fees paid to and expenses of third-party advisors and independent contractors, consultants, managers and other

agents (other than the Manager) engaged by the REIT or any subsidiary of the REIT or by the Manager for the account of the REIT or any subsidiary of the REIT (other

than the Manager) and all employment expenses of the personnel employed by the REIT or any subsidiary of the REIT,
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including, without limitation, the salaries (base and bonuses alike), wages, equity based compensation of such personnel, and payroll taxes;

7.2.8 all insurance costs incurred by the REIT or any subsidiary of the REIT and including, but not limited to, insurance paid for by the REIT to insure the

Manager for liabilities as a result of being the manager for the REIT;

7.2.9 all custodian, transfer agent and registrar fees and charges incurred by the REIT;

7.2.10 all compensation and fees paid to directors of the REIT or any subsidiary of the REIT, all expenses of directors of the REIT or any subsidiary of the

REIT (including those directors who are also employees of the Manager), the cost of directors and officers liability insurance and premiums for errors and omissions

insurance, and any other insurance deemed necessary or advisable by the Board of Directors for the benefit of the REIT and its directors and officers (including those

directors who are also employees of the Manager), the cost of all meetings of the REIT’s Board of Directors, and the cost of travel, hotel accommodations, food and

entertainment for all participants in the meetings of the REIT’s Board of Directors;

7.2.11 all third-party legal, accounting and auditing fees and expenses and other similar services relating to the REIT’s or any subsidiary’s operations

(including, without limitation, all quarterly and annual audit or tax fees and expenses);

7.2.12 all legal, expert and other fees and expenses relating to any actions, proceedings, lawsuits, demands, causes of action and claims, whether actual or

threatened, made by or against the REIT, or which the REIT is authorized or obligated to pay under applicable law or its Governing Instruments or by the Board of

Directors;

7.2.13 any judgment or settlement of pending or threatened proceedings (whether civil, criminal or otherwise) against the REIT or any subsidiary of the REIT,

or against any trustee, director or officer of the REIT or any subsidiary of the REIT in his capacity as such for which the REIT or any subsidiary of the REIT is required

to indemnify such trustee, director or officer by any court or governmental agency, or settlement of pending or threatened proceedings;

7.2.14 at all times all travel and related expenses of directors, officers and employees of the REIT and the Manager incurred in connection with meetings

related to the business of the REIT, attending meetings of the Board of Directors or holders of securities of the REIT or any subsidiary of the REIT or performing other

business activities that relate to the REIT or any subsidiary of the REIT, including, without limitation, travel and expenses incurred in connection with the purchase,

financing, refinancing, sale or other disposition of Mortgage Assets or other investments of the REIT; provided, however, that the REIT shall only be responsible for a

proportionate share of such expenses, as reasonably determined by the Manager in good faith after full disclosure to the REIT, in instances in which such expenses were

not incurred solely for the benefit of the REIT;
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7.2.15 all expenses of organizing, modifying or dissolving the REIT or any subsidiary of the REIT, costs preparatory to entering into a business or activity, and

costs of winding up or disposing of a business or activity of the REIT or its subsidiaries;

7.2.16 all expenses relating to payments of dividends or interest or distributions in cash or any other form made or caused to be made by the Board of Directors

to or on account of holders of the securities of the REIT or any subsidiary of the REIT, including, without limitation, in connection with any dividend reinvestment plan;

7.2.17 all expenses of third parties relating to communications to holders of Equity Securities or debt securities issued by the REIT or any subsidiary of the

REIT and the other bookkeeping and clerical work necessary in maintaining relations with holders of such securities and in complying with the continuous reporting and

other requirements of governmental bodies or agencies, including any costs of computer services in connection with this function, the cost of printing and mailing

certificates for such securities and proxy solicitation materials and reports to holders of the REIT’s or any subsidiary’s securities and reports to third parties required

under any indenture to which the REIT or any subsidiary of the REIT is a party;

7.2.18 subject to Section 7.1, all expenses relating to any office or office facilities maintained by the REIT or any subsidiary of the REIT (exclusive of the

office of the Manager and/or Affiliates of the Manager), including, without limitation, rent, telephone, utilities, office furniture, equipment, machinery and other office

expenses for the REIT’s chief financial officer and any other persons the Board of Directors authorizes the REIT to hire;

7.2.19 all costs and expenses related to the design and maintenance of the REIT’s web site or sites and associated with any computer software or hardware that

is used solely for the REIT;

7.2.20 other than for the Manager Obligations, all other costs and expenses relating to the REIT’s business and investment operations, including, without

limitation, the costs and expenses of acquiring, owning, protecting, maintaining, developing and disposing of Mortgage Assets, including, without limitation, appraisal,

reporting, audit and legal fees;

7.2.21 other than for the Manager Obligations, and subject to a line item budget approved in advance by the Board of Directors all other expenses actually

incurred by the Manager, its Affiliates (as may be approved by the REIT pursuant to the terms of this Agreement) or their respective officers, employees, representatives

or agents, or any Affiliates thereof (as may be approved by the REIT pursuant to the terms of this Agreement) which are reasonably necessary for the performance by

the Manager of its duties and functions under this Agreement (including, without limitation, any fees or expenses relating to the REIT’s compliance with all

governmental and regulatory matters); and

7.2.22 all other expenses of the REIT or any subsidiary of the REIT that are not the responsibility of the Manager under Section 7.1 of this Agreement.
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7.3 Expense Reimbursement to the Manager. Costs and expenses incurred by the Manager on behalf of the REIT or its subsidiaries shall be reimbursed in cash

monthly to the Manager within five (5) Business Days of receipt by the REIT from the Manager of a statement of such costs and expenses. Cost and expense

reimbursement to the Manager shall be subject to adjustment at the end of each calendar year in connection with the annual audit of the REIT.

8. Limits of Manager Responsibility: Indemnity.

8.1 Limits of Manager Responsibility. The Manager shall have the responsibility under this Agreement to render the services specifically called for under this

Agreement and shall not be responsible for any action of the Board of Directors in following or declining to follow any advice or recommendations of the Manager,

including, without limitation, as set forth in Section 2.2.2 of this Agreement. The Manager and its Affiliates, directors, officers, stockholders, equity holders, employees,

representatives and agents, and any Affiliates thereof, shall not be liable to the REIT (including, without limitation, any stockholder thereof), any issuer of mortgage

securities, any subsidiary of the REIT, its subsidiary’s stockholders, the Board of Directors, any credit-party, any counter-party under any agreement or any other person

whatsoever for any acts or omissions, errors of judgment or mistakes of law by the Manager or its Affiliates, directors, officers, employees, representatives or agents, or

any Affiliates thereof, under or in connection with this Agreement, except in the event that the Manager was grossly negligent, acted with reckless disregard or engaged

in willful misconduct or fraud while discharging its duties under this Agreement.

8.2 Indemnification. The REIT and its subsidiaries shall reimburse, indemnify and hold harmless the Manager and its Affiliates, directors, officers,

stockholders, equity holders, employees, representatives and agents, and any Affiliates thereof from and against any and all expenses, losses, costs, damages, liabilities,

demands, charges and claims of any nature whatsoever, actual or threatened (including, without limitation, reasonable attorneys’ fees), 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 any

capacity contemplated under this Agreement or pursuant to any underwriting agreement or similar agreement to which Manager is a party that is related to the REIT’s

activities. The REIT shall make payments required by this Section 8.2 in advance upon a receipt from the Manager of an undertaking to repay such amounts if the

Manager is ultimately found not to be entitled to indemnification pursuant to this Agreement. Notwithstanding the foregoing, the REIT shall have no indemnification

obligation under this Section 8.2 in the event that the Manager is ultimately found to have been grossly negligent, acted with reckless disregard or engaged in willful

misconduct or fraud while discharging its duties under this Agreement.

9. No Joint Venture. The REIT and the Manager are not partners or joint venturers with each other, and nothing in this Agreement shall be construed to make

them such partners or joint venturers or impose any liability as
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such on any of them. The Manager is an independent contractor and, except as expressly provided or authorized in this Agreement, shall have no authority to act for or

represent the REIT.

10. Effectiveness; Termination.

10.1 Effectiveness. This Agreement shall be effective during the Current Term. Following the Current Term, this Agreement shall automatically extend for

successive five (5)-year terms (each, a “Renewal Term”), unless either party gives 180 days’ written notice prior to the expiration of the Current Term or any Renewal

Term to the respective other party of such first party’s intent not to renew the then-current term (any such notice, a “Non-Renewal Notice”); provided, however, that the

REIT may give a Non-Renewal Notice to the Manager, if any of the stock of the REIT is publicly traded, only if at least two-thirds of all of the Independent Directors or

the holders of a majority of the outstanding shares of common stock of the REIT (other than those shares held by the Manager or its Affiliates) agree that (i) there has

been unsatisfactory performance by the Manager that is materially detrimental to the REIT and its subsidiaries or (ii) the compensation payable to the Manager

hereunder is unfair; provided further, however, that in the event that the REIT gives a Non-Renewal Notice to the Manager under clause (ii) above, such Non-Renewal

Notice, and its effectiveness, shall be subject to Section 10.5. This Agreement may be terminated during the Current Term or any Renewal Term only in accordance with

the provisions of Sections 10.2, 10.3 and 10.4 or 13.1 (as applicable).

10.2 Early Termination without Cause.

10.2.1 The REIT may not terminate the Agreement during the Current Term, except for Cause or in connection with (i) a merger, consolidation or

reorganization, pursuant to which the REIT is not the surviving entity, (ii) a sale of all or substantially all the assets of the REIT (iii) an acquisition, directly or indirectly,

of 50% or more of the then issued and outstanding common stock of the REIT or the power, by agreement or otherwise, to elect or appoint a majority of the Board of

Directors, or (iv) a liquidation of the REIT ((i), (ii), (iii) and (iv) each, a “Corporate Event”). After the Current Term, the REIT may terminate the agreement without

Cause upon 180 days’ prior written notice to the Manager and subject to payment of the Termination Fee pursuant to Section 10.4 (except as otherwise provided in

Section 13.1). A Corporate Event during the Current Term or thereafter, which gives rise to or results in a termination of this Agreement or a material diminution of the

Manager's duties or aggregate compensation (other than as voluntarily agreed by the Manager), shall be deemed a termination without Cause and subject to the payment

of the Termination Fee pursuant to Section 10.4.

10.2.2 The Manager may terminate the agreement at any time and for any reason upon 180 days’ prior written notice to the REIT.
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10.3 Early Termination for Cause. Notwithstanding the provisions of Section 10.2.1, or any other provision of this Agreement to the contrary, the REIT may

terminate the agreement for Cause at any time and without paying any Termination Fee, effective immediately upon written notice.

10.4 Payments In Connection With Termination.

10.4.1 Payments By the REIT. Following any termination of this Agreement by the REIT or the Manager, the REIT shall pay the following amounts to the

Manager (by wire transfer of immediately available funds to such bank account as is designated by the Manager to the REIT in writing) not later than five (5) Business

Days after the effective date of such termination:

i. all reimbursable costs and expenses permitted under the Agreement (to the extent not previously reimbursed to the Manager), if any, as of the date of the

effectiveness of such termination of this Agreement; and

ii. either (a) if this Agreement was terminated by the REIT for Cause pursuant to Section 10.3, any Base Management Fee due and not yet paid to the Manager,

(as pro-rated pursuant to Section 6.1 through the date of the effectiveness of such termination of this Agreement) or (b) if this Agreement was terminated by the REIT

without Cause pursuant to Section 10.2.1, and subject to the provisions of Section 13.1, the Termination Fee (as calculated through the effective date of such termination

of the Agreement).

10.4.2 Payments By the Manager. For the avoidance of doubt, following any termination of this Agreement by the Manager, no fees or other payment shall be

due from the Manager to the REIT except as otherwise expressly provided in this Agreement.

10.5 Renegotiation of Compensation. In the event that a Non-Renewal Notice is given by the REIT to the Manager in connection with a determination pursuant

to clause (b)(ii) of Section 10.1 that the compensation payable to the Manager is unfair, the Manager shall have the right to renegotiate such compensation by delivering

to the REIT, no fewer than 45 days prior to the prospective expiration of the Current Term or Renewal Term then in effect, as applicable, written notice (any such notice,

a “Notice of Proposal to Negotiate”) of its intent to renegotiate its compensation under this Agreement. Thereupon, the REIT (represented by the Independent Directors

if any of the stock of the REIT is publicly traded) and the Manager shall endeavor to negotiate the revised compensation payable to the Manager under this Agreement.

In the event that the Manager and the REIT, including, if any of the stock of the REIT is publicly traded, at least two-thirds of all of the Independent Directors, agree to

the terms of the revised compensation to be payable to the Manager within 45 days following the receipt of the Notice of Proposal to Negotiate, the Non-Renewal

Notice shall be deemed of no force and effect and this Agreement shall continue in full force and effect on the terms stated in this Agreement, except that the

compensation payable to the Manager hereunder shall be the revised compensation then agreed upon by the parties to this Agreement. The REIT and the Manager agree

to execute and deliver an amendment to this Agreement setting forth such revised compensation
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promptly upon reaching an agreement regarding same. In the event that the REIT and the Manager are unable to agree to the terms of the revised compensation to be

payable to the Manager during such 45-day period, this Agreement shall terminate, such termination to be effective on the expiration of the Current Term or Renewal

Term then in effect, as applicable.

11. Action Upon Termination. In connection with any termination of this Agreement, the Manager shall promptly:

11.1.1 pay over to the REIT or any subsidiary of the REIT all money collected and held for the account of the REIT or any subsidiary of the REIT by the

Manager pursuant to this Agreement;

11.1.2 deliver to the REIT an accounting, including a statement showing all payments collected by it and a statement of all money held by it, covering the

period following the date of the last accounting furnished to the Board of Directors with respect to the REIT or any subsidiary of the REIT;

11.1.3 deliver to the REIT all property and documents of the REIT or any subsidiary of the REIT then in the custody of the Manager;

11.1.4 assign to the REIT any authorized agreements the Manager executed in its name on behalf of the REIT (and obtain the counter-parties’ consent thereto);

and

11.1.5 assign to the REIT all proprietary information with respect to the REIT, including, without limitation, software, models, intellectual property, licenses,

tradenames and trademarks (but subject to the limitations set forth in Section 28 hereof).

12. Survival of Obligations. The REIT’s obligation to make payments hereunder and the limitations set forth herein shall survive the termination of this

Agreement. The covenants and agreements of the Manager contained herein (for expenses through the effective date of termination) shall survive the termination of this

Agreement.

13. Assignments.

13.1 Assignment by the Manager. This Agreement shall terminate automatically in the event that the Manager assigns all or any part of this Agreement

(including, without limitation, any transfer or assignment by operation of law), unless such assignment is consented to in advance in writing by the REIT. In the event an

assignment by the Manager is consented to by the REIT, in accordance with this Section 13.1, such assignment shall bind the assignee under this Agreement in the same

manner as the Manager is bound, and the Manager shall be released from all of its obligations, duties and responsibilities under this Agreement and all liability therefore

and in respect hereof accruing on or after that date. In addition, the assignee shall execute and deliver to the REIT a counterpart of this Agreement naming such assignee

as Manager, and the REIT shall deliver to the assigning
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Manager a duly executed instrument evidencing the release of the assigning Manager from such obligations, duties and responsibilities as aforesaid.

14. Release of Money or Other Property Upon Written Request. The Manager agrees that any money or other property of the REIT or any subsidiary of the

REIT held by the Manager under this Agreement shall be held by the Manager as custodian for the REIT or such subsidiary, and the Manager’s records shall be

appropriately marked clearly to reflect the ownership of such money or other property by the REIT or such subsidiary.

14.1 Procedures. Upon the receipt by the Manager of a written request signed by a duly authorized officer of the REIT or an authorized member of the Board of

Directors requesting the Manager to release to the REIT or any subsidiary of the REIT any money or other property then held by the Manager for the account of the

REIT or any subsidiary of the REIT under this Agreement, the Manager shall release such money or other property to the REIT or such subsidiary of the REIT within a

reasonable period of time, but in no event later than the earlier to occur of (i) thirty (30) days following such request, or (ii) the date of the termination of this

Agreement.

14.2 Limitations. The Manager and its Affiliates, directors, officers, stockholders, equity holders, employees, representatives and agents, and any Affiliates

thereof, shall not be liable to the REIT, any subsidiaries of the REIT, the Board of Directors or the REIT’s or its subsidiaries’ stockholders for any acts performed or

omissions to act by the REIT or any subsidiary of the REIT in connection with the money or other property released to the REIT or any subsidiary of the REIT in

accordance with this Section 14, except in the event that the Manager was grossly negligent, acted with reckless disregard or engaged in willful misconduct or fraud

while discharging its duties under this Agreement.

14.3 Indemnification. The REIT and any subsidiary of the REIT shall indemnify the Manager and its Affiliates, directors, officers, stockholders, equity holders,

employees, representatives and agents, and any Affiliates thereof, against any and all expenses, costs, losses, damages, liabilities, demands, charges and claims of any

nature whatsoever, which arise in connection with the Manager’s release of such money or other property to the REIT or any subsidiary of the REIT in accordance with

the terms of this Section 14, except in the event that the Manager was grossly negligent, acted with reckless disregard or engaged in willful misconduct or fraud while

discharging its duties under this Agreement. Indemnification pursuant to this provision shall be in addition to any right of the Manager and its Affiliates, directors,

officers, stockholders, equity holders, employees, representatives and agents, and any Affiliates thereof, to indemnification under Section 8 of this Agreement.

15. Representations, Warranties and Covenants.

15.1 REIT in Favor of the Manager. The REIT hereby represents and warrants to the Manager as follows:

15.1.1 Due Formation. The REIT is duly organized, validly existing and in good standing under the laws of Maryland, has the power to own its assets and to

transact the business in which it is now engaged and is duly
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qualified to do business and is in good standing under the laws of each jurisdiction where its ownership or lease of property or the conduct of its business requires such

qualification, except for failures to be so qualified, authorized or licensed that could not in the aggregate have a material adverse effect on the business operations, assets

or financial condition of the REIT and its subsidiaries, taken as a whole. The REIT does not do business under any fictitious business name.

15.1.2 Power and Authority. The REIT has the power and authority to execute, deliver and perform this Agreement and all obligations required under this

Agreement and has taken all necessary action to authorize this Agreement on the terms and conditions hereof and the execution, delivery and performance of this

Agreement and all obligations required under this Agreement. Except as shall have been obtained, no consent of any other person, including, without limitation,

stockholders and creditors of the REIT, and no license, permit, approval or authorization of, exemption by, notice or report to, or registration, filing or declaration with,

any governmental authority is required by the REIT in connection with this Agreement or the execution, delivery, performance, validity or enforceability of this

Agreement and all obligations required under this Agreement. This Agreement has been, and each instrument or document required under this Agreement will be,

executed and delivered by a duly authorized officer of the REIT, and this Agreement constitutes, and each instrument or document required under this Agreement when

executed and delivered under this Agreement will constitute, the legally valid and binding obligation of the REIT enforceable against the REIT in accordance with its

terms.

15.1.3 Execution, Delivery and Performance. The execution, delivery and performance of this Agreement and the documents or instruments required under this

Agreement will not violate any provision of any existing law or regulation binding on the REIT, or any order, judgment, award or decree of any court, arbitrator or

governmental authority binding on the REIT, or the Governing Instruments of, or any securities issued by, the REIT or of any mortgage, indenture, lease, contract or

other agreement, instrument or undertaking to which the REIT is a party or by which the REIT or any of its assets may be bound, the violation of which would have a

material adverse effect on the business operations, assets or financial condition of the REIT and its subsidiaries, taken as a whole, and will not result in, or require, the

creation or imposition of any lien on any of its property, assets or revenues pursuant to the provisions of any such mortgage, indenture, lease, contract or other

agreement, instrument or undertaking (other than the pledge of amounts payable to the Manager under this Agreement to secure the Manager’s obligations to its

lenders).

15.2 Manager in Favor of the REIT. The Manager hereby represents and warrants to the REIT as follows:

15.2.1 Due Formation. The Manager is duly organized, validly existing and in good standing under the laws of Delaware, has the power to own its assets and to

transact the business in which it is now engaged and is duly qualified to do business and is in good standing under the laws of each jurisdiction where its ownership or

lease of
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property or the conduct of its business requires such qualification, except for failures to be so qualified, authorized or licensed that could not in the aggregate have a

material adverse effect on the business operations, assets or financial condition of the Manager and its subsidiaries, taken as a whole. The Manager does not do business

under any fictitious business name.

15.2.2 Power and Authority. The Manager has the power and authority to execute, deliver and perform this Agreement and all obligations required under this

Agreement and has taken all necessary corporate action to authorize this Agreement on the terms and conditions hereof and the execution, delivery and performance of

this Agreement and all obligations required under this Agreement. Except as shall have been obtained, no consent of any other person including, without limitation,

stockholders and creditors of the Manager, and no license, permit, approval or authorization of, exemption by, notice or report to, or registration, filing or declaration

with, any governmental authority is required by the Manager in connection with this Agreement or the execution, delivery, performance, validity or enforceability of this

Agreement and all obligations required under this Agreement. This Agreement has been and each instrument or document required under this Agreement will be

executed and delivered by a duly authorized officer of the Manager, and this Agreement constitutes, and each instrument or document required under this Agreement

when executed and delivered under this Agreement will constitute, the legally valid and binding obligation of the Manager enforceable against the Manager in

accordance with its terms.

15.2.3 Execution, Delivery and Performance. The execution, delivery and performance of this Agreement and the documents or instruments required under this

Agreement will not violate any provision of any existing law or regulation binding on the Manager, or any order, judgment, award or decree of any court, arbitrator or

governmental authority binding on the Manager, or the governing instruments of, or any securities issued by, the Manager or of any mortgage, indenture, lease, contract

or other agreement, instrument or undertaking to which the Manager is a party or by which the Manager or any of its assets may be bound, the violation of which would

have a material adverse effect on the business operations, assets or financial condition of the Manager and its subsidiaries, taken as a whole, and will not result in, or

require, the creation or imposition of any lien on any of its property, assets or revenues pursuant to the provisions of any such mortgage indenture, lease, contract or

other agreement, instrument or undertaking.

15.2.4 No Limitations. The personnel of the Manager providing services to the REIT on the Manager’s behalf pursuant to this Agreement will be free of legal

and contractual impediments to their provision of services pursuant to the terms of this Agreement.

16. Notices. Unless expressly provided otherwise in this Agreement, all notices, requests, demands and other communications required or permitted under this

Agreement shall be in writing and shall be deemed to have been duly given, made and received when (1) delivered by hand, (2) otherwise delivered by reputable

overnight
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courier against receipt therefor, or (3) upon actual receipt of registered or certified mail, postage prepaid, return receipt requested. The parties may deliver to each other

notice by electronically transmitted facsimile copies or electronically transmitted mail (i.e., e-mail), provided that such facsimile or e-mail notice is followed within 24

hours by any type of notice otherwise provided for in this Section 16. Any party may alter the address or other contact information to which communications or copies

are to be sent by giving notice of such change of address or other contact information in conformity with the provisions of this Section 16 for the giving of notice. Any

notice shall be duly addressed to the parties as follows:

16.1 If to the REIT:

Scott J. Ulm

ARMOUR Residential REIT, Inc.

3001 Ocean Drive, Suite 201

Vero Beach, FL 32963

Telecopy: (561) 348-2408

E-mail: sju@armourcap.com

with a copy given in the manner prescribed above, to:

Holland & Knight LLP

701 Brickell Avenue, Suite 3300

Miami, FL 33131

Telecopy: (305) 789-7799

Attn.: Bradley D. Houser, Esq.

E-mail: bradley.houser@hklaw.com

16.1 If to the Manager:

Jeffrey Zimmer

ARMOUR Capital Management LP

3001 Ocean Drive, Suite 201

Vero Beach, FL 32963

Telecopy: (561) 348-2408

E-mail: jz@armourcap.com
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17. Binding Nature of Agreement: Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their

respective heirs, personal representatives, successors and assigns as provided in this Agreement.

18. Entire Agreement. This Agreement and the Sub-Management Agreement contain the entire agreement and understanding among the parties hereto with

respect to the subject matter of this Agreement and the Sub-Management Agreement, and supersede all prior and contemporaneous agreements, understandings,

inducements and conditions, express or implied, oral or written, of any nature whatsoever with respect to the subject matter of this Agreement and the Sub-Management

Agreement. The express terms of this Agreement and the Sub-Management Agreement control and supersede any course of performance and/or usage of the trade

inconsistent with any of the terms of this Agreement or the Sub-Management Agreement. This Agreement may not be modified or amended other than in accordance

with Section 27.

19. GOVERNING LAW. THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES UNDER THIS AGREEMENT SHALL BE

GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF FLORIDA WITHOUT REGARD TO

CONFLICTS OF LAW PRINCIPLES TO THE CONTRARY.

20. Jurisdiction; Waiver of Jury Trial. Any proceeding or action based upon, arising out of or related to this Agreement or the transactions contemplated hereby

shall be brought in any state court of the State of Florida or, in the case of claims to which the federal courts have subject matter jurisdiction, any federal court of the

United States of America, in either case, located in the State of Florida, and each of the parties irrevocably submits to the exclusive jurisdiction of each such court in any

such proceeding or action, waives any objection it may now or hereafter have to personal jurisdiction, venue or to convenience of forum, agrees that all claims in respect

of the proceeding or action shall be heard and determined only in any such court, and agrees not to bring any proceeding or action arising out of or relating to this

Agreement or the transactions contemplated hereby in any other court. Nothing herein contained shall be deemed to affect the right of any party to serve process in any

manner permitted by law or to commence legal proceedings or otherwise proceed against any other party in any other jurisdiction, in each case, to enforce judgments

obtained in any action, suit or proceeding brought pursuant to this Section 20. EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY

WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT THAT SUCH PARTY MAY HAVE TO A TRIAL BY JURY OF ANY

CLAIM OR CAUSE OF ACTION DIRECTLY OR INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEMENT.
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21. No Waiver; Cumulative Remedies. No failure to exercise and no delay in exercising, on the part of any party hereto, any right, remedy, power or privilege

hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy, power or privilege hereunder preclude any other or further

exercise thereof or the exercise of any other right, remedy, power or privilege. Except as otherwise provided in this Agreement, the rights, remedies, powers and

privileges herein provided are cumulative and not exclusive of any rights, remedies, powers and privileges provided by law. No waiver of any provision hereunder shall

be effective unless it is in writing and is signed by the party asserted to have granted such waiver.

22. Headings. The headings of the sections of this Agreement have been inserted for convenience of reference only and shall not be deemed part of this

Agreement.

23. Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original as against any party whose

signature appears thereon, and all of which shall together constitute one and the same instrument. This Agreement shall become binding when one or more counterparts

of this Agreement, individually or taken together, shall bear the signatures of all of the parties reflected hereon as the signatories.

24. Severability. Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent

of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not

invalidate or render unenforceable such provision in any other jurisdiction.

25. Gender. Words used herein regardless of the number and gender specifically used shall be deemed and construed to include any other number, singular or

plural, and any other gender, masculine, feminine or neuter, as the context requires.

26. Attorneys’ Fees. Should any action or other proceeding be necessary to enforce any of the provisions of this Agreement or the various transactions

contemplated hereby, the prevailing party will be entitled to recover its actual reasonable attorneys’ fees and expenses from the non-prevailing party.

27. Amendments. This Agreement may not be amended, modified or changed (in whole or in part), except by a formal, definitive written agreement expressly

referring to this Agreement, which agreement is executed by all of the parties. The parties hereto expressly acknowledge that no consent or approval of the REIT’s

stockholders is required in connection with any amendment, modification or change to this Agreement.

28. Authority. Each signatory to this Agreement warrants and represents that such signatory is authorized to sign this Agreement on behalf of and to bind the

party on whose behalf such signatory is signing this Agreement.
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IN WITNESS WHEREOF, the parties hereto have executed this Eighth Amended and Restated Management Agreement as of the date first written above.

“REIT”

ARMOUR RESIDENTIAL REIT, INC.,

a Maryland corporation

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

“MANAGER”

ARMOUR CAPITAL MANAGEMENT LP,

a Delaware limited partnership

By: /s/ Jeffrey J. Zimmer
  Jeffrey J. Zimmer
  Co-Chief Executive Officer



                                                EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-253311 on Form S-3 and Registration Statement Nos. 333-262864, 333-216117, 333-
256462, 333-234332, 333-216117, 333-196055, 333-200009, 333-175712, and 333-172364 on Form S-8 of our reports dated February 15, 2023, relating to the
consolidated financial statements of ARMOUR Residential REIT, Inc. and the effectiveness of ARMOUR Residential REIT, Inc.’s internal controls over financial reporting,
appearing in the Annual Report on Form 10-K of ARMOUR Residential REIT, Inc. for the year ending December 31, 2022.

/s/ Deloitte & Touche LLP
Miami, Florida

February 15, 2023



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 annual report on Form 10-K for the period ended December 31, 2022 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 officers 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 officers 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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

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



EXHIBIT 31.2

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

1. I have reviewed this annual report on Form 10-K for the period ended December 31, 2022 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 officers 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 officers 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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

  By: /s/ Jeffrey J. Zimmer
    Jeffrey J. Zimmer
    Co-Chief Executive Officer



EXHIBIT 31.3

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
 
I, James R. Mountain of ARMOUR Residential REIT, Inc., certify that:

1. I have reviewed this annual report on Form 10-K for the period ended December 31, 2022 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 officers 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 officers 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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

  By: /s/ James R. Mountain
    James R. Mountain
    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 Annual Report of ARMOUR Residential REIT, Inc. (the “Company”) on Form 10-K for the period ended December 31, 2022 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Scott J. Ulm, Co-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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

  By: /s/ Scott J. Ulm
    Scott J. Ulm
    Co-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 Annual Report of ARMOUR Residential REIT, Inc. (the “Company”) on Form 10-K for the period ended December 31, 2022 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jeffrey J. Zimmer, Co-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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

  By: /s/ Jeffrey J. Zimmer
    Jeffrey J. Zimmer
    Co-Chief Executive Officer



EXHIBIT 32.3
 

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 Annual Report of ARMOUR Residential REIT, Inc. (the “Company”) on Form 10-K for the period ended December 31, 2022 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, James R. Mountain, 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: February 15, 2023
ARMOUR RESIDENTIAL REIT, INC.

  By: /s/ James R. Mountain
    James R. Mountain
    Chief Financial Officer


