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The information in this prospectus supplement is not complete and may be changed or supplemented. A registration statement relating
to these securities has been filed with and declared effective by the U.S. Securities and Exchange Commission. This prospectus
supplement and the accompanying prospectus are not an offer to sell these securities, nor are they a solicitation of an offer to buy these
securities, in any jurisdiction where the offer or sale of these securities is not permitted.

Filed pursuant to Rule 424(b)(5)
Registration No. 333-194775

Subject to Completion, Dated April 3, 2014

Preliminary Prospectus Supplement
(To prospectus dated March 24, 2014)

13,000,000 Shares
Common Stock

                This is a public offering of common stock of Western Asset Mortgage Capital Corporation. We are offering 13,000,000 shares of our
common stock. Our common stock is listed on the New York Stock Exchange under the symbol "WMC." On April 2, 2014, the last reported sale
price of our common stock was $15.57 per share.

                We are an "emerging growth company" as that term is used in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act.

Investing in our common stock involves a high degree of risk. See "Risk Factors" beginning on page S-4
of this prospectus supplement and the risks set forth under the caption "Item 1A. Risk Factors" included in
our Annual Report on Form 10-K for the year ended December 31, 2013 and in the other documents
incorporated by reference in this prospectus supplement and the accompanying prospectus.

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

                The underwriters have agreed to purchase the common stock from us at a price of $            per share, which will result in
$                  of proceeds to us before expenses. The underwriters may offer the shares of common stock from time to time for sale in one or more
transactions on the New York Stock Exchange, in the over-the-counter market, through negotiated transactions or otherwise at market prices
prevailing at the time of sale, at prices related to prevailing market prices or at negotiated prices.
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                We have granted the underwriters a 30-day option to purchase from us up to 1,950,000 additional shares of our common stock at the
public offering price, less the underwriting discount.

                The underwriters expect to deliver the shares of common stock on or about April             , 2014.

BofA Merrill Lynch Morgan Stanley

Citigroup UBS Investment Bank Barclays

The date of this prospectus supplement is April     , 2014.
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 ABOUT THIS PROSPECTUS SUPPLEMENT

              This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering and the
securities offered hereby, and also adds to and updates information contained in the accompanying base prospectus and the documents
incorporated by reference into this prospectus supplement and the base prospectus. The second part, the base prospectus, gives more general
information and disclosure. When we refer only to the prospectus, we are referring to both parts combined, and when we refer to the
accompanying prospectus, we are referring to the base prospectus.

              To the extent the information contained in this prospectus supplement differs or varies from the information contained in the
accompanying prospectus or any document incorporated by reference, the information in this prospectus supplement shall control. This
prospectus supplement, the accompanying prospectus and the documents incorporated into each by reference include important information
about us, the common stock being offered and other information you should know before investing. You should read this prospectus supplement
and the accompanying prospectus together with the additional information described under the heading, "Where You Can Find More
Information" before investing in our common stock.

You should rely only on the information contained in or incorporated by reference into this prospectus supplement and the
accompanying prospectus. We have not, and the underwriters have not, authorized any other person to provide you with different
information. If anyone provides you with different or inconsistent information, you should not rely on it. We are not, and the
underwriters are not, making an offer to sell these securities in any jurisdiction where the offer or sale thereof is not permitted. You
should assume that the information appearing in this prospectus supplement, the accompanying prospectus and the documents
incorporated into each by reference is accurate only as of their respective dates. Our business, financial condition, results of operations
and prospects may have changed since those dates.

S-ii
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 CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

              This prospectus supplement and the accompanying prospectus, including the documents we incorporate herein by reference, contain
certain forward-looking statements, including without limitation, statements concerning our operations, economic performance and financial
condition. These forward-looking statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of
1995. Forward-looking statements are developed by combining currently available information with our beliefs and assumptions and are
generally identified by the words "believe," "expect," "anticipate" and other similar expressions. Forward-looking statements do not guarantee
future performance, which may be materially different from that expressed in, or implied by, any such statements. Readers are cautioned not to
place undue reliance on these forward-looking statements, which speak only as of their dates.

              These forward-looking statements are based largely on our current beliefs, assumptions and expectations of our future performance
taking into account all information currently available to us. These beliefs, assumptions and expectations can change as a result of many possible
events or factors, not all of which are known to us or within our control, and which could materially affect actual results, performance or
achievements. Factors that may cause actual results to vary from our forward-looking statements include, but are not limited to:

�
market trends in our industry, interest rates, real estate values, the debt securities markets, the U.S. housing and commercial
real estate markets or the general economy or the demand for residential and/or commercial mortgage loans;

�
our business and investment strategy;

�
our projected operating results;

�
actions and initiatives of the U.S. Government and changes to U.S. Government policies and the execution and impact of
these actions, initiatives and policies;

�
the state of the U.S. economy generally or in specific geographic regions;

�
economic trends and economic recoveries;

�
our ability to obtain and maintain financing arrangements, including securitizations;

�
the current potential return dynamics available in residential mortgage-backed securities ("RMBS") and commercial
mortgage-backed securities ("CMBS");

�
the level of government involvement in the U.S. mortgage market;

�
the anticipated default rates on RMBS guaranteed by a U.S. government agency ("Agency RMBS") and non-Agency RMBS
and CMBS;

�
the loss severity on non-Agency RMBS and CMBS;

�
the return of the non-Agency RMBS securitization market;
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�
the general volatility of the securities markets in which we participate;

�
changes in the value of our assets;

�
our portfolio of assets;

�
our investment and underwriting process;

�
interest rate mismatches between our target assets and any borrowings used to fund such assets;

�
changes in interest rates and the market value of our target assets;

S-iii
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�
changes in prepayment rates on our target assets;

�
effects of hedging instruments on our target assets;

�
rates of default or decreased recovery rates on our target assets;

�
the degree to which our hedging strategies may or may not protect us from interest rate volatility;

�
impact of and changes in governmental regulations, tax law and rates, accounting guidance and similar matters;

�
our ability to maintain our qualification as a real estate investment trust for U.S. federal income tax purposes;

�
our ability to maintain our exemption from registration under the Investment Company Act of 1940 (the "1940 Act");

�
the availability of opportunities to acquire Agency RMBS, non-Agency RMBS, CMBS, residential and/or commercial
mortgage loans and other mortgage assets;

�
the availability of qualified personnel;

�
estimates relating to our ability to make distributions to our stockholders in the future; and

�
our understanding of our competition.

              No forward-looking statement can be guaranteed and actual future results may vary materially and we caution you not to place undue
reliance on these forward-looking statements. For a discussion of the risks and uncertainties which could cause actual results to differ from those
contained in the forward-looking statements, please see the information under the caption "Risk Factors" described in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2013, and any other report incorporated by reference herein. We do not undertake, and
specifically disclaim any obligation, to publicly release the result of any revisions which may be made to any forward-looking statements to
reflect the occurrence of anticipated or unanticipated events or circumstances after the date of such statements.

S-iv
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 PROSPECTUS SUPPLEMENT SUMMARY

The following summary highlights information contained elsewhere or incorporated by reference in this prospectus supplement and the
accompanying prospectus. It may not contain all of the information that is important to you. Before making a decision to invest in our common
stock, you should carefully read this entire prospectus supplement and the accompanying prospectus, including the risks set forth under the
caption "Risk Factors" in this prospectus supplement and in the documents incorporated by reference herein, and the information set forth
under the caption "Where You Can Find More Information" on page S-16.

Except where the context suggests otherwise, all references to "we," "our" and "us" in this prospectus supplement refer to Western
Asset Mortgage Capital Corporation. Unless indicated otherwise, the information in this prospectus supplement assumes that (i) the common
stock to be sold in this offering will be sold at $15.57 per share, the last reported sale price of our common stock on the New York Stock
Exchange (the "NYSE") on April 2, 2014, and (ii) the underwriters' option to purchase additional shares is not exercised.

 Our Company

              Western Asset Mortgage Capital Corporation is primarily focused on investing in, financing and managing Agency RMBS. Although
our core investment strategy is focused on Agency RMBS, we have opportunistically supplemented our portfolio with non-Agency RMBS,
Agency and non-Agency CMBS and depending on current market conditions, may increase or decrease our investment in non-Agency RMBS
and Agency and non-Agency CMBS in the future. We finance investments in RMBS and CMBS primarily through the use of repurchase
agreements.

              We may in the future invest in or seek to gain exposure to 'whole loan' mortgages, secured by both single family residential and/or
commercial properties. Adding these instruments to our target assets involves complex investment, structural, regulatory and accounting issues
and there can be no assurance that we will in fact expand our target assets to include whole loans or, if we do, in what form and to what extent
we will do so.

              We were organized as a Delaware corporation on June 3, 2009, but did not commence operations until the completion of our IPO on
May 15, 2012. We operate and elected to be taxed as a real estate investment trust (a "REIT"), commencing with our taxable year ended
December 31, 2012. We generally will not be subject to U.S. federal income taxes on our taxable income to the extent that we annually
distribute, in accordance with the REIT regulations, all of our net taxable income to stockholders and maintain our intended qualification as a
REIT. We also intend to operate our business in a manner that will permit us to maintain our exemption from registration under the 1940 Act.

              We are externally managed and advised by Western Asset Management Company (the "Manager"), an investment advisor registered
with the U.S. Securities and Exchange Commission (the "SEC") and a wholly-owned subsidiary of Legg Mason, Inc. Our Manager is
responsible for administering our business activities and our day-to-day operations, subject to the supervision of our board of directors.

 Recent Developments

First Quarter 2014 Dividend

              On March 20, 2014, our board of directors declared a cash dividend of $0.67 per share of common stock for the quarter ended
March 31, 2014, which dividend is expected to be paid on April 29, 2014 to common shareholders of record as of March 31, 2014.

S-1
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Preliminary Financial Data

              As of April 2, 2014, we estimated our book value per share was between $14.45 and $14.60. The estimate of our book value per share
as of April 2, 2014 may differ from the book value per share that is ultimately reflected in our financial statements as of and for the three months
ended March 31, 2014.

              Additionally, on March 20, 2014, the date we declared the cash dividend referred to above, we estimated that our core earnings for the
quarter ended March 31, 2014, would be less than the declared cash dividend of $0.67 per share of common stock and may differ from market
and analyst expectations and presentations. Any such shortfall may be attributable to the transition of our portfolio to a greater exposure to
Non-Agency RMBS and CMBS and an increase in income derived from the use of 'to-be-announced' forward contract ("TBA") dollar roll
transactions.

              The preliminary financial data included in this prospectus supplement and in the accompanying prospectus has been prepared by, and is
the responsibility of our management. PricewaterhouseCoopers LLP has not audited, reviewed, compiled or performed any procedures with
respect to the preliminary financial data. Accordingly, PricewaterhouseCoopers LLP does not express an opinion or any other form of assurance
with respect thereto. Please see "Cautionary Statement Regarding Forward Looking Statements" in this prospectus supplement and the
accompanying prospectus for important information regarding estimates and other forward-looking statements.

Manager Private Placement

              Concurrently with the completion of this offering, we will issue and sell in a private placement (the "Manager Placement") a number of
shares of our common stock at the public offering price of this offering to our Manager that is equal to 5% of the aggregate number of the shares
sold in this offering (excluding any shares that would be sold if the underwriters exercise their option to purchase additional shares), subject to a
maximum purchase price of $10,000,000.

 Our Corporate Information

              Our principal place of business is located at 385 East Colorado Boulevard Pasadena, California 91101, and our telephone number is
(626) 844-9400. We maintain a website that can be accessed at http://www.westernassetmcc.com. The information found on, or otherwise
accessible through, our website is not incorporated into, and does not form a part of, this prospectus supplement or any other report or document
we file with or furnish to the SEC.

S-2
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 THE OFFERING

Issuer Western Asset Mortgage Capital Corporation
Common stock offered by us 13,000,000 shares (plus up to an additional 1,950,000 shares of our common stock that we may

issue and sell upon the exercise of the underwriters' option to purchase additional shares in
full).

Common stock to be outstanding after this
offering

40,503,287 shares (or 42,453,287 shares if the underwriters exercise their option to purchase
additional shares in full)(1), based upon 26,853,287 shares of common stock outstanding as of
April 2, 2014.

NYSE trading symbol "WMC"
Use of proceeds We intend to use the net proceeds from the offering of securities under this prospectus

supplement to purchase Agency RMBS, non-Agency RMBS and CMBS, focusing primarily on
Agency RMBS, and for general corporate purposes, in each case consistent with our investment
guidelines. We may in the future invest in or seek to gain exposure to 'whole loan' mortgages,
secured by both single family residential and/or commercial properties. See "Use of Proceeds."

Ownership and transfer restrictions To assist us in complying with limitations on the concentration of ownership of a REIT
imposed by the Internal Revenue Code, among other purposes, our amended and restated
certificate of incorporation generally prohibits, among other prohibitions, any stockholder from
beneficially or constructively owning more than 9.8% by value or number of shares, whichever
is more restrictive, of our outstanding shares of common stock, or 9.8% by value or number of
shares, whichever is more restrictive, of our outstanding capital stock. See "Description of
Capital Stock�Restrictions on Ownership and Transfer" in the accompanying prospectus.

Risk factors Investing in our common stock involves a high degree of risk. See "Risk Factors" beginning on
page S-4 of this prospectus supplement and in the documents incorporated by reference in this
prospectus supplement, the accompanying prospectus and our Annual Report on Form 10-K for
the year ended December 31, 2013.

(1)
Includes 650,000 shares of our common stock to be issued and sold in the Manager Placement. Excludes (i) 1,232,916 shares of our
common stock issuable in connection with our outstanding warrants and (ii) 327,062 shares of our common stock that remain available
for future grant under our equity incentive plans.

S-3
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 USE OF PROCEEDS

              Based on an assumed offering price of $15.57 per share, we estimate that the net proceeds to us from this offering of our common stock
and the Manager Placement will be approximately $202 million, or $231 million if the underwriters' option to purchase additional shares is
exercised in full, after deducting the underwriting discount and estimated offering expenses payable by us.

              We intend to use the net proceeds from the offering of securities under this prospectus supplement to purchase Agency RMBS,
non-Agency RMBS and CMBS, focusing primarily on Agency RMBS, and for general corporate purposes, in each case consistent with our
investment guidelines. We may in the future invest in or seek to gain exposure to 'whole loan' mortgages, secured by both single family
residential and/or commercial properties.

 RISK FACTORS

              Investing in our securities involves risks. You should carefully read and consider the risks described under the caption "Item 1A. Risk
Factors" included in our Annual Report on Form 10-K for the year ended December 31, 2013, which is incorporated by reference herein, as well
as the other information contained in or incorporated by reference into this prospectus supplement and the prospectus, before deciding whether
to invest in our securities. Each of the risks described in these documents could materially and adversely affect our business, financial condition,
results of operations and prospects, and could result in a partial or complete loss of your investment. These risks and uncertainties are not the
only ones facing us. Additional risks and uncertainties that we are unaware of, or that we currently deem immaterial, also may become important
factors that affect us. Please see the sections entitled "Where You Can Find More Information" and "Incorporation of Certain Documents by
Reference".

S-4
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 DISTRIBUTIONS

              The following table sets forth the cash distributions declared per share of common stock during each fiscal quarter since our initial
public offering on May 15, 2012.

Cash Distributions
Declared Per Share
Of Common Stock

2014
First quarter $ �(1)
2013
Fourth quarter $ 2.35(2)
Third quarter $ 0.90
Second quarter $ 0.90
First quarter $ 0.95
2012
Fourth quarter $ 1.12
Third quarter $ 0.85
Second quarter $ 0.38

(1)
On March 20, 2014, we declared a dividend of $0.67 per share of common stock, which dividend will be payable on April 29, 2014 to
stockholders of record as of March 31, 2014.

(2)
Consisting of cash and stock. For stockholders who elected to receive the entire $2.35 per share dividend in stock, each stockholder
received 0.1590 shares in newly issued common stock for each common share that they held as of the dividend record date. For
stockholders who elected to receive the dividend in cash, or did not make an election, each stockholder received $0.9159 per share in
cash and 0.0970 shares in newly issued common stock for each common share that they held as of the dividend record date.

              Please see the section entitled "Federal Income Tax Considerations�Annual Distribution Requirements" beginning on page 17 of the
accompanying prospectus for more information on our annual distribution requirements as a REIT.

S-5
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 CAPITALIZATION

              The following table sets forth our capitalization as of December 31, 2013, (i) on a historical basis and (ii) as adjusted for the sale of
13,000,000 shares of our common stock (including the shares of common stock issued and sold in the Manager Placement) at an assumed public
offering price of $15.57 per share after deducting the underwriting discount of $         million and our estimated offering expenses of
$         million and application of the net proceeds as described under "Use of Proceeds." This presentation should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations" and our consolidated financial statements in our
most recent Annual Report on Form 10-K, which we incorporate by reference into this prospectus supplement and the accompanying prospectus.

As of December 31, 2013

Actual
(unaudited)

As Adjusted for
this offering and
the Manager
Placement
(unaudited)

(in thousands, except share data)
Assets:
Cash and cash equivalents $ 48,525 $

​ ​ ​ ​​​ ​​
Stockholders' equity:
Common stock: par value $.01 per share; 500,000,000 shares authorized, 26,853,287 (including
2,548,784 shares declared as a stock dividend on December 19, 2013, issued on January 28, 2014)
issued and outstanding, actual, and [40,503,287] shares issued and outstanding, as adjusted(1) 268
Preferred stock: par value $.01 per share; 100,000,000 shares authorized and no shares outstanding,
actual or as adjusted �
Additional paid-in capital 544,143
Retained earnings (accumulated deficit) (134,317)

​ ​ ​ ​​​ ​​
Total stockholders' equity $ 410,094 $

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

(1)
Excludes (i) 1,232,916 shares of our common stock issuable in connection with our outstanding warrants and (ii) 327,062 shares of our
common stock that remain available for future grant under our equity incentive plans.

S-6
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 UNDERWRITING

              Merrill Lynch, Pierce, Fenner & Smith Incorporated and Morgan Stanley & Co., LLC are the representatives (the "Representatives") of
the underwriters named below. Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan Stanley & Co., LLC , Citigroup Global
Markets Inc., UBS Securities LLC and Barclays Capital Inc. are acting as joint book runners for this offering. Subject to the terms and
conditions set forth in an underwriting agreement between us and the Representatives, we have agreed to sell to the underwriters, and the
underwriters have agreed to purchase from us the following respective number of shares of common stock.

Underwriters
Number of
Shares

Merrill Lynch, Pierce, Fenner & Smith
                      Incorporated
Morgan Stanley & Co., LLC
Citigroup Global Markets Inc. 
UBS Securities LLC
Barclays Capital Inc. 

​ ​ ​ ​​
                      Total 13,000,000

​ ​ ​ ​​
​ ​ ​ ​​

              Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed to purchase all of the shares
sold under the underwriting agreement if any of these shares are purchased.

              The underwriting agreement provides that the obligations of the several underwriters to purchase the shares of common stock offered
hereby are subject to certain conditions precedent and that the underwriters will purchase all of the shares of common stock offered by this
prospectus supplement, other than those covered by the option to purchase additional shares described below, if any of these shares are
purchased. If an underwriter defaults, the underwriting agreement provides that the purchase commitments of the nondefaulting underwriters
may be increased or the underwriting agreement may be terminated.

              The underwriters are offering the shares, subject to prior sale, when, as and if issued to and accepted by them, subject to approval of
legal matters by their counsel, including the validity of the shares, and other conditions contained in the underwriting agreement, such as the
receipt by the underwriters of officer's certificates and legal opinions. The underwriters reserve the right to withdraw, cancel or modify offers to
the public and to reject orders in whole or in part.

              We have agreed to indemnify the underwriters against some specified types of liabilities, including liabilities under the Securities Act of
1933, as amended, and to contribute to payments the underwriters may be required to make in respect of any of these liabilities.

              The Representatives have advised us that the underwriters do not intend to confirm sales to any account over which any of the
underwriters exercises discretionary authority.

Commissions and Discounts

              The underwriters are purchasing the shares of common stock from us at $            per share (representing approximately
$            aggregate proceeds to us, before we deduct our out-of-pocket expenses of approximately $            , or approximately $            if the
underwriters' option to purchase additional shares described below is exercised in full). The underwriters may offer the shares of common stock
from time to time for sale in one or more transactions on the New York Stock Exchange, in the over-the-counter market, through negotiated
transactions or otherwise at market prices prevailing at the time of sale, at prices related to prevailing market prices or at negotiated

S-7
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prices. In connection with the sale of the shares of common stock offered hereby, the underwriters may be deemed to have received
compensation in the form of underwriting discounts. The underwriters may effect such transactions by selling shares of common stock to or
through dealers, and such dealers may receive compensation in the form of discounts, concessions or commissions from the underwriters and/or
purchasers of shares of common stock for whom they may act as agents or to whom they may sell as principal.

Option to Purchase Additional Shares

              We have granted to the underwriters an option, exercisable on a single date not later than 30 days after the date of this prospectus, to
purchase up to 1,950,000 additional shares of common stock at the public offering price less the underwriting discount set forth on the cover
page of this prospectus supplement.

No Sales of Similar Securities

              We, our Manager, our executive officers and directors have agreed not to sell or transfer any common stock or securities convertible
into, exchangeable for, exercisable for, or repayable with common stock, for 60 days after the date of this prospectus supplement without first
obtaining the written consent of the Representatives. Specifically, we and these other persons have agreed, with certain limited exceptions, not to
directly or indirectly

�
offer, pledge, sell or contract to sell any common stock,

�
sell any option or contract to purchase any common stock,

�
purchase any option or contract to sell any common stock,

�
grant any option, right or warrant for the sale of any common stock,

�
lend or otherwise dispose of or transfer any common stock,

�
request or demand that we file a registration statement related to the common stock, or

�
enter into any swap or other agreement that transfers, in whole or in part, the economic consequence of ownership of any
common stock whether any such swap or transaction is to be settled by delivery of shares or other securities, in cash or
otherwise.

              This lock-up provision applies to common stock and to securities convertible into or exchangeable or exercisable for or repayable with
common stock. It also applies to common stock owned now or acquired later by the person executing the agreement or for which the person
executing the agreement later acquires the power of disposition.

Short Positions

              In connection with the offering, the underwriters may purchase and sell our common stock in the open market. These transactions may
include short sales and purchases on the open market to cover positions created by short sales. Short sales involve the sale by the underwriters of
a greater number of shares than they are required to purchase in the offering. "Covered" short sales are sales made in an amount not greater than
the underwriters' option to purchase additional shares described above. The underwriters may close out any covered short position by either
exercising their option to purchase additional shares or purchasing shares in the open market. In determining the source of shares to close out the
covered short position, the underwriters will consider, among other things, the price of shares available for purchase in the open market as
compared to the price at which they may purchase shares through the option granted to them. "Naked" short sales are sales in excess of such
option. The underwriters must close out any naked short position by purchasing shares in the open

S-8
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market. A naked short position is more likely to be created if an underwriter is concerned that there may be downward pressure on the price of
our common stock in the open market after pricing that could adversely affect investors who purchase in the offering.

              Similar to other purchase transactions, the underwriters' purchases to cover the syndicate short sales may have the effect of raising or
maintaining the market price of our common stock or preventing or retarding a decline in the market price of our common stock. As a result, the
price of our common stock may be higher than the price that might otherwise exist in the open market. The underwriters may conduct these
transactions on the NYSE, in the over-the-counter market or otherwise.

              Neither we nor the underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the price of our common stock. In addition, neither we nor the underwriters make any representation
that the underwriters will engage in these transactions or that these transactions, once commenced, will not be discontinued without notice.

Electronic Distribution

              In connection with the offering, the underwriters may distribute prospectuses by electronic means, such as e-mail.

Other Relationships

              The underwriters and their affiliates have engaged in, and may in the future engage in, investment banking and other commercial
dealings in the ordinary course of business with us or our affiliates. The underwriters have received, or may in the future receive, customary fees
and commissions for these transactions. We have entered into master repurchase agreements with Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Morgan Stanley & Co., LLC, UBS Securities LLC and Barclays Capital Inc.

              In addition, in the ordinary course of its business activities, the underwriters and their affiliates may make or hold a broad array of
investments and actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for
their own account and for the accounts of their customers. Such investments and securities activities may involve securities and/or instruments
of ours or our affiliates. The underwriters and their affiliates may also make investment recommendations and/or publish or express independent
research views in respect of such securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short
positions in such securities and instruments.

Notice to Prospective Investors in Australia

              No placement document, prospectus, product disclosure statement or other disclosure document has been lodged with the Australian
Securities and Investments Commission ("ASIC"), in relation to the offering. This prospectus does not constitute a prospectus, product
disclosure statement or other disclosure document under the Corporations Act 2001 (the "Corporations Act"), and does not purport to include the
information required for a prospectus, product disclosure statement or other disclosure document under the Corporations Act.

              Any offer in Australia of the shares of common stock may only be made to persons (the "Exempt Investors") who are "sophisticated
investors" (within the meaning of section 708(8) of the Corporations Act), "professional investors" (within the meaning of section 708(11) of the
Corporations Act) or otherwise pursuant to one or more exemptions contained in section 708 of the Corporations Act so that it is lawful to offer
the shares of common stock without disclosure to investors under Chapter 6D of the Corporations Act.

S-9
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              The shares of common stock applied for by Exempt Investors in Australia must not be offered for sale in Australia in the period of
12 months after the date of allotment under the offering, except in circumstances where disclosure to investors under Chapter 6D of the
Corporations Act would not be required pursuant to an exemption under section 708 of the Corporations Act or otherwise or where the offer is
pursuant to a disclosure document which complies with Chapter 6D of the Corporations Act. Any person acquiring shares of common stock
must observe such Australian on-sale restrictions.

              This prospectus contains general information only and does not take account of the investment objectives, financial situation or
particular needs of any particular person. It does not contain any securities recommendations or financial product advice. Before making an
investment decision, investors need to consider whether the information in this prospectus is appropriate to their needs, objectives and
circumstances, and, if necessary, seek expert advice on those matters.

Notice to Prospective Investors in the Dubai International Financial Centre

              This prospectus relates to an Exempt Offer in accordance with the Offered Securities Rules of the Dubai Financial Services Authority
("DFSA"). This prospectus is intended for distribution only to persons of a type specified in the Offered Securities Rules of the DFSA. It must
not be delivered to, or relied on by, any other person. The DFSA has no responsibility for reviewing or verifying any documents in connection
with Exempt Offers. The DFSA has not approved this prospectus nor taken steps to verify the information set forth herein and has no
responsibility for the prospectus. The shares of common stock to which this prospectus relates may be illiquid and/or subject to restrictions on
their resale. Prospective purchasers of the shares of common stock offered should conduct their own due diligence on the shares of common
stock. If you do not understand the contents of this prospectus you should consult an authorized financial advisor.

Notice to Prospective Investors in the European Economic Area

              In relation to each Member State of the European Economic Area (each, a "Relevant Member State"), no offer of shares of common
stock may be made to the public in that Relevant Member State other than:

A.
to any legal entity which is a qualified investor as defined in the Prospectus Directive;

B.
to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD
Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the Prospectus
Directive), as permitted under the Prospectus Directive, subject to obtaining the prior consent of the
Representatives; or

C.
in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of shares of common stock shall require the Company or the Representatives to publish
a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of
the Prospectus Directive.

              Each person in a Relevant Member State who initially acquires any shares of common stock or to whom any offer is made will be
deemed to have represented, acknowledged and agreed that it is a "qualified investor" within the meaning of the law in that Relevant Member
State implementing Article 2(1)(e) of the Prospectus Directive. In the case of any shares of common stock being offered to a financial
intermediary as that term is used in Article 3(2) of the Prospectus Directive, each such financial intermediary will be deemed to have
represented, acknowledged and agreed that the shares of common stock acquired by it in the offer have not been acquired on a non-discretionary
basis on behalf of, nor have they been acquired with a view to their offer or resale to, persons in circumstances which may give rise to an offer of
any shares of common stock to the public other than their offer or resale
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in a Relevant Member State to qualified investors as so defined or in circumstances in which the prior consent of the Representatives has been
obtained to each such proposed offer or resale.

              The Company, the Representatives and their affiliates will rely upon the truth and accuracy of the foregoing representations,
acknowledgements and agreements.

              This prospectus has been prepared on the basis that any offer of shares of common stock in any Relevant Member State will be made
pursuant to an exemption under the Prospectus Directive from the requirement to publish a prospectus for offers of shares of common stock.
Accordingly any person making or intending to make an offer in that Relevant Member State of shares of common stock which are the subject of
the offering contemplated in this prospectus may only do so in circumstances in which no obligation arises for the Company or any of the
underwriters to publish a prospectus pursuant to Article 3 of the Prospectus Directive in relation to such offer. Neither the Company nor the
underwriters have authorized, nor do they authorize, the making of any offer of shares of common stock in circumstances in which an obligation
arises for the Company or the underwriters to publish a prospectus for such offer.

              For the purpose of the above provisions, the expression "an offer to the public" in relation to any shares of common stock in any
Relevant Member State means the communication in any form and by any means of sufficient information on the terms of the offer and the
shares of common stock to be offered so as to enable an investor to decide to purchase or subscribe the shares of common stock, as the same
may be varied in the Relevant Member State by any measure implementing the Prospectus Directive in the Relevant Member State and the
expression "Prospectus Directive" means Directive 2003/71/EC (including the 2010 PD Amending Directive, to the extent implemented in the
Relevant Member States) and includes any relevant implementing measure in the Relevant Member State and the expression "2010 PD
Amending Directive" means Directive 2010/73/EU.

Notice to Prospective Investors in Hong Kong

              The shares of common stock have not been offered or sold and will not be offered or sold in Hong Kong, by means of any document,
other than (a) to "professional investors" as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under
that Ordinance; or (b) in other circumstances which do not result in the document being a "prospectus" as defined in the Companies Ordinance
(Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that Ordinance. No advertisement, invitation or
document relating to the shares of common stock has been or may be issued or has been or may be in the possession of any person for the
purposes of issue, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be accessed or read by, the
public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with respect to shares of common stock
which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional investors" as defined in the Securities
and Futures Ordinance and any rules made under that Ordinance.

Notice to Prospective Investors in Switzerland

              We have not and will not register with the Swiss Financial Market Supervisory Authority ("FINMA") as a foreign collective investment
scheme pursuant to Article 119 of the Federal Act on Collective Investment Scheme of 23 June 2006, as amended ("CISA"), and accordingly the
securities being offered pursuant to this prospectus have not and will not be approved, and may not be licenseable, with FINMA. Therefore, the
securities have not been authorized for distribution by FINMA as a foreign collective investment scheme pursuant to Article 119 CISA and the
securities offered hereby may not be offered to the public (as this term is defined in Article 3 CISA) in or from Switzerland. The securities may
solely be offered to "qualified investors," as this term is defined in
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Article 10 CISA, and in the circumstances set out in Article 3 of the Ordinance on Collective Investment Scheme of 22 November 2006, as
amended ("CISO"), such that there is no public offer. Investors, however, do not benefit from protection under CISA or CISO or supervision by
FINMA. This prospectus and any other materials relating to the securities are strictly personal and confidential to each offeree and do not
constitute an offer to any other person. This prospectus may only be used by those qualified investors to whom it has been handed out in
connection with the offer described herein and may neither directly or indirectly be distributed or made available to any person or entity other
than its recipients. It may not be used in connection with any other offer and shall in particular not be copied and/or distributed to the public in
Switzerland or from Switzerland. This prospectus does not constitute an issue prospectus as that term is understood pursuant to Article 652a
and/or 1156 of the Swiss Federal Code of Obligations. We have not applied for a listing of the securities on the SIX Swiss Exchange or any
other regulated securities market in Switzerland, and consequently, the information presented in this prospectus does not necessarily comply
with the information standards set out in the listing rules of the SIX Swiss Exchange and corresponding prospectus schemes annexed to the
listing rules of the SIX Swiss Exchange.

Notice to Prospective Investors in the United Kingdom

              In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer subsequently made
may only be directed at persons who are "qualified investors" (as defined in the Prospectus Directive) (i) who have professional experience in
matters relating to investments falling within Article 19 (5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005,
as amended (the "Order") and/or (ii) who are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling
within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as "relevant persons"). This document must not be acted on
or relied on in the United Kingdom by persons who are not relevant persons. In the United Kingdom, any investment or investment activity to
which this document relates is only available to, and will be engaged in with, relevant persons.

S-12

Edgar Filing: Western Asset Mortgage Capital Corp - Form 424B5

20



Table of Contents

LEGAL MATTERS

              Certain legal matters in connection with this offering will be passed upon for us by Skadden, Arps, Slate, Meagher & Flom LLP, New
York, New York. Certain legal matters in connection with this offering will be passed upon for the underwriters by Clifford Chance US LLP.

EXPERTS

              The financial statements incorporated in this prospectus supplement by reference to the Annual Report on Form 10-K for the year ended
December 31, 2013 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public
accounting firm, given on the authority of said firm as experts in auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

              We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any reports
or other information that we file with the SEC at the SEC's Public Reference Room located at 100 F Street, N.E., Washington D.C. 20549. You
may also receive copies of these documents upon payment of a duplicating fee, by writing to the SEC's Public Reference Room. Please call the
SEC at 1-800-SEC-0330 for further information on the Public Reference Room in Washington D.C. and other locations. Our SEC filings are
also available to you, free of charge, on the SEC's website at http://www.sec.gov. You may also obtain additional information by visiting our
website at http://www.westernassetmcc.com. The information found on, or otherwise accessible through, our website is not incorporated into,
and does not form a part of this prospectus supplement or any other report or document we file with or furnish to the SEC.
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 INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

              The SEC allows us to "incorporate by reference" information into this prospectus supplement which has been previously filed, which
means that we can disclose important information to you by referring you to another document filed separately with the SEC. The information
incorporated by reference is deemed to be part of this prospectus supplement, except for any information superseded by information included or
incorporated by reference in this prospectus supplement. We have filed the documents listed below with the SEC (File No. 001-35543) under the
Securities Exchange Act of 1934 (the "Exchange Act") and these documents are incorporated herein by reference:

�
our Annual Report on Form 10-K for the year ended December 31, 2013, filed on March 17, 2014;

�
our Definitive Proxy Statement on Schedule 14A filed on April 3, 2014; and

�
the description of our common stock set forth in our registration statement on Form 8-A, filed on May 7, 2012, and any
amendment or report filed for the purpose of updating such description.

              All documents that we file (but not those that we furnish) with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange
Act after the date of the initial registration statement of which this prospectus supplement is a part and prior to effectiveness of the registration
statement will be deemed to be incorporated by reference into this prospectus supplement and will automatically update and supersede the
information in this prospectus supplement and any previously filed document. In addition, all documents that we file (but not those that we
furnish) with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this prospectus supplement and prior to
the termination of the offering of shares hereby will be deemed to be incorporated by reference into this prospectus supplement and will
automatically update and supersede the information in this prospectus supplement and any previously filed document.

              We will provide to each person, including any beneficial owner, to whom a copy of this prospectus supplement is delivered, a copy of
any or all of the information that has been incorporated by reference in this prospectus supplement but not delivered with this prospectus
supplement (other than the exhibits to such documents which are not specifically incorporated by reference herein); we will provide this
information at no cost to the requester upon written or oral request to Western Asset Management Company, 385 East Colorado Boulevard,
Pasadena, California 91101, telephone number (626) 844-9400. You may also obtain copies of this information by visiting our website at
http://www.westernassetmcc.com.
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PROSPECTUS

$400,000,000
Common Stock
Preferred Stock

        We may offer, issue and sell from time to time, together or separately, the securities described in this prospectus.

        We will provide the specific terms of any securities we may offer in supplements to this prospectus. You should read this prospectus and
any applicable prospectus supplement carefully before you invest. This prospectus may not be used to offer and sell any securities unless
accompanied by a prospectus supplement describing the amount of and terms of the offering of those securities.

        We may offer and sell these securities to or through one or more underwriters, dealers or agents, or directly to purchasers on a continuous
or delayed basis. We reserve the sole right to accept, and together with any underwriters, dealers and agents, reserve the right to reject, in whole
or in part, any proposed purchase of securities. The names of any underwriters, dealers or agents involved in the sale of any securities, the
specific manner in which they may be offered and any applicable commissions or discounts will be set forth in the prospectus supplement
covering the sales of those securities.

        Our common stock is listed on the New York Stock Exchange under the symbol "WMC." On March 21, 2014, the last reported price of our
common stock was $16.85 per share.

Investing in our securities involves risks. You should carefully read and consider the risks described under
the section entitled "Risk Factors" included in our most recent Annual Report on Form 10-K and any
subsequent Quarterly Reports on Form 10-Q, in prospectus supplements relating to specific offerings of
securities and in other information that we file with the Securities and Exchange Commission before making a
decision to invest in our securities.

        We impose certain restrictions on the ownership and transfer of shares of our common stock and our other capital stock. You should read
the information under the section entitled "Description of Capital Stock�Restrictions on Ownership and Transfer" in this prospectus for a
description of these restrictions.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is March 24, 2014.
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You should rely only on the information contained in or incorporated by reference into this prospectus, any applicable prospectus

supplement or any applicable free writing prospectus. We have not authorized any other person to provide you with different or
additional information. If anyone provides you with different or additional information, you should not rely on it. This prospectus and
any applicable prospectus supplement do not constitute an offer to sell, or a solicitation of an offer to purchase, any securities in any
jurisdiction to or from any person to whom or from whom it is unlawful to make such offer or solicitation in such jurisdiction. You
should assume that the information appearing in this prospectus, any applicable prospectus supplement, any applicable free writing
prospectus and the documents incorporated by reference herein or therein is accurate only as of the respective dates of such documents
or on the date or dates which are specified in such documents. Our business, financial condition, results of operations and prospects
may have changed since those dates.
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 ABOUT THIS PROSPECTUS

        This prospectus is part of a "shelf" registration statement that we have filed with the Securities and Exchange Commission, or the SEC. By
using a shelf registration statement, we may sell, at any time and from time to time, in one or more offerings, any combination of the securities
described in this prospectus. The exhibits to our registration statement contain the full text of certain contracts and other important documents
that we have summarized in this prospectus or that we may summarize in a prospectus supplement. Because these summaries may not contain all
the information that you may find important in deciding whether to purchase the securities we offer, you should review the full text of these
documents. The registration statement and the exhibits can be obtained from the SEC as indicated under the sections entitled "Where You Can
Find More Information" and "Documents Incorporated By Reference."

        This prospectus only provides you with a general description of the securities we may offer and such description is not meant to be a
complete description of each security. Each time we sell securities, we will provide a prospectus supplement that contains specific information
about the terms of those securities. The prospectus supplement may also add, update or change information contained in this prospectus. If there
is any inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the information in the
prospectus supplement. You should read carefully both this prospectus and any prospectus supplement together with the additional information
described under the sections entitled "Where You Can Find More Information" and "Documents Incorporated By Reference."

        Unless otherwise indicated or the context requires otherwise, in this prospectus and any prospectus supplement hereto, references to "our
company," "we," "us" and "our" mean Western Asset Mortgage Capital Corporation.

1
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 WESTERN ASSET MORTGAGE CAPITAL CORPORATION

        We are organized as a Delaware corporation focused on investing in, financing and managing primarily those residential mortgage-backed
securities, or RMBS, for which the principal and interest payments are guaranteed by a U.S. Government agency, such as the Government
National Mortgage Association, or GNMA, or a U.S. Government-sponsored entity, including the Federal National Mortgage Association, or
FNMA, and the Federal Home Loan Mortgage Corporation, or FHLMC. We refer to these types of securities as Agency RMBS. Although our
core investment strategy is focused on Agency RMBS, we have opportunistically supplemented our portfolio with RMBS that are not guaranteed
by a U.S. Government agency or U.S. Government-sponsored entity, or Non-Agency RMBS, commercial mortgage backed securities, or CMBS,
and depending on current market conditions, may increase or decrease our investment in Non-Agency RMBS and CMBS in the future. We
finance investments in RMBS and CMBS primarily through the use of repurchase agreements.

        We were organized as a Delaware corporation on June 3, 2009, but did not commence operations until the completion of our initial public
offering on May 15, 2012. We operate and elected to be taxed as a real estate investment trust, or REIT, commencing with our taxable year
ended December 31, 2012. We generally will not be subject to U.S. federal income taxes on our taxable income to the extent that we annually
distribute, in accordance with the REIT regulations, all of our net taxable income to stockholders and maintain our intended qualification as a
REIT. We also intend to operate our business in a manner that will permit us to maintain our exemption from registration under the Investment
Company Act of 1940, or the 1940 Act.

        We are externally managed and advised by Western Asset Management Company, or our Manager, an SEC-registered investment advisor
and a wholly-owned subsidiary of Legg Mason, Inc. Our Manager is responsible for administering our business activities and our day-to-day
operations, subject to the supervision of our board of directors.

        Our corporate headquarters office is located at 385 East Colorado Boulevard, Pasadena, California 91101, and our telephone number is
(626) 844-9400.

2
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 RISK FACTORS

        Investing in our securities involves risks. You should carefully read and consider the risks described under the section entitled "Risk
Factors" in our most recent Annual Report on Form 10-K and any subsequent Quarterly Reports on Form 10-Q, which are incorporated by
reference herein, as well as the other information contained in or incorporated by reference into this prospectus and in any applicable prospectus
supplement, before making a decision to invest in our securities. Each of the risks described in these documents could materially and adversely
affect our business, financial condition, results of operations and prospects, and could result in a partial or complete loss of your investment.
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 CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        This prospectus and the documents we incorporate herein by reference contain certain forward-looking statements, including without
limitation, statements concerning our operations, economic performance and financial condition. These forward-looking statements are made
pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements are developed by
combining currently available information with our beliefs and assumptions and are generally identified by the words "believe," "expect,"
"anticipate" and other similar expressions. Forward-looking statements do not guarantee future performance, which may be materially different
from that expressed in, or implied by, any such statements. Readers are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of their dates.

        These forward-looking statements are based largely on our current beliefs, assumptions and expectations of our future performance taking
into account all information currently available to us. These beliefs, assumptions and expectations can change as a result of many possible events
or factors, not all of which are known to us or within our control, and which could materially affect actual results, performance or achievements.
Factors that may cause actual results to vary from our forward-looking statements include, but are not limited to:

�
market trends in our industry, interest rates, real estate values, the debt securities markets, the U.S. housing and commercial
real estate markets or the general economy or the demand for residential and/or commercial mortgage loans;

�
our business and investment strategy;

�
our projected operating results;

�
actions and initiatives of the U.S. Government and changes to U.S. Government policies and the execution and impact of
these actions, initiatives and policies;

�
the state of the U.S. economy generally or in specific geographic regions;

�
economic trends and economic recoveries;

�
our ability to obtain and maintain financing arrangements, including securitizations;

�
the current potential return dynamics available in RMBS and CMBS;

�
the level of government involvement in the U.S. mortgage market;

�
the anticipated default rates on Agency and Non-Agency RMBS and CMBS;

�
the loss severity on Non-Agency RMBS and CMBS;

�
the return of the Non-Agency RMBS securitization market;

�

Edgar Filing: Western Asset Mortgage Capital Corp - Form 424B5

28



the general volatility of the securities markets in which we participate;

�
changes in the value of our assets;

�
our expected portfolio of assets;

�
our expected investment and underwriting process;

�
interest rate mismatches between our target assets and any borrowings used to fund such assets;

�
changes in interest rates and the market value of our target assets;

�
changes in prepayment rates on our target assets;

�
effects of hedging instruments on our target assets;
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�
rates of default or decreased recovery rates on our target assets;

�
the degree to which our hedging strategies may or may not protect us from interest rate volatility;

�
impact of and changes in governmental regulations, tax law and rates, accounting guidance and similar matters;

�
our ability to maintain our qualification as a real estate investment trust for U.S. federal income tax purposes;

�
our ability to maintain our exemption from registration under the 1940 Act;

�
the availability of opportunities to acquire Agency RMBS, Non-Agency RMBS, CMBS, residential and/or commercial
mortgage loans and other mortgage assets;

�
the availability of qualified personnel; estimates relating to our ability to make distributions to our stockholders in the future;
and

�
our understanding of our competition.

        No forward-looking statement can be guaranteed and actual future results may vary materially and we caution you not to place undue
reliance on these forward-looking statements. For a discussion of the risks and uncertainties which could cause actual results to differ from those
contained in the forward-looking statements, please see the information under the caption "Risk Factors" described in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2013 and any other report incorporated by reference in this prospectus. We do not undertake,
and specifically disclaim any obligation, to publicly release the result of any revisions which may be made to any forward-looking statements to
reflect the occurrence of anticipated or unanticipated events or circumstances after the date of such statements.
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 USE OF PROCEEDS

        Unless otherwise indicated in a prospectus supplement, we intend to use the net proceeds from the offering of securities under this
prospectus to purchase Agency RMBS, Non-Agency RMBS and CMBS, focusing primarily on Agency RMBS and for general corporate
purposes, in each case consistent with our investment guidelines. Further details relating to the use of the net proceeds from the offering of
securities under this prospectus will be set forth in the applicable prospectus supplement.
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 RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

        The following table sets forth our ratio of earnings to combined fixed charges and preferred stock dividends for the periods shown. For this
purpose, earnings consist of our net income (loss) from continuing operations plus our fixed charges and our distributed income of equity
investees. Fixed charges consist of interest expense on all indebtedness. We have not issued any preferred stock as of the date of this prospectus,
and therefore there are no preferred stock dividends included in our calculation of ratios of earnings to combined fixed charges and preferred
stock dividends.

For the
year ended
December 31,

2013

For the period
May 15, 2012

(commencement
of operations)

though
December 31,

2012
Ratio of earnings (loss) to fixed charges �* 8.08
Ratio of earnings (loss) to combined fixed charges and preferred stock dividends �* 8.08

*
Earnings for the year ended December 31, 2013 were inadequate to cover all fixed charges. For the year ended December 31, 2013, the
average deficiency was $9,565 (in thousands).
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 DESCRIPTION OF CAPITAL STOCK

The following is a summary of the rights and preferences of our common stock, preferred stock, units and warrants (which are represented
by certificates) and the related provisions of our amended and restated certificate of incorporation and amended and restated bylaws, as each is
in effect as the date hereof. While we believe that the following description covers the material terms of our capital stock and other securities,
the description may not contain all of the information that is important to you. We encourage you to read carefully this entire prospectus, our
amended and restated certificate of incorporation, amended and restated bylaws and warrants and warrant certificates and the other documents
we refer to for a more complete understanding of our capital stock and other securities. Copies of our amended and restated certificate of
incorporation, amended and restated bylaws and warrants and warrant certificates are incorporated by reference as exhibits to the registration
statement of which this prospectus is a part. See "Where you can find more information."

General

        Our amended and restated certificate of incorporation provides that we may issue up to 500,000,000 shares of common stock and
100,000,000 shares of preferred stock, both having par value $0.01 per share. As of March 20, 2014, 26,853,287 shares of common stock were
issued and outstanding and no shares of preferred stock were issued and outstanding.

Common stock

Voting rights

        Subject to the restrictions contained in our amended and restated certificate of incorporation regarding the transfer and ownership of our
capital stock and except as may otherwise be specified in the terms of any class or series of common stock, our common stockholders will be
entitled to one vote per share. Our common stockholders will not be entitled to cumulate their votes in the election of directors. Generally, all
matters to be voted on by stockholders must be approved by a majority (or, in the case of election of directors, by a plurality) of the votes
entitled to be cast by all holders of our common stock present in person or represented by proxy, voting together as a single class. Except as
otherwise provided by law, amendments to our amended and restated certificate of incorporation must be approved by a majority or, in some
cases, a super-majority of the combined voting power of all shares of common stock, voting together as a single class.

Dividend rights

        Subject to the restrictions contained in our amended and restated certificate of incorporation regarding the transfer and ownership of our
capital stock, our common stockholders will share ratably (based on the number of common shares held) if and when any dividend is declared by
our board of directors. Dividends consisting of common stock may be paid only as follows: (1) common stock may be paid only to holders of
common stock; and (2) shares shall be paid proportionally with respect to each outstanding common share. We may not subdivide or combine
shares of any class of common stock or issue a dividend on shares of any class of common stock without at the same time proportionally
subdividing or combining shares of any other class or issuing a similar dividend on any other class.

Liquidation rights

        Upon our liquidation, dissolution or winding up, each of our common stockholders will be entitled to a pro rata dividend of any assets
available for dividend to common stockholders.
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Other matters

        In the event of our merger or consolidation with or into another company in connection with which shares of common stock are converted
into or exchangeable for shares of stock, other securities or property (including cash), our common stockholders will be entitled to receive the
same kind and amount of shares of stock and other securities and property (including cash). No shares of our common stock will be subject to
redemption or have preemptive rights to purchase additional shares. All the outstanding shares of common stock are validly issued, fully paid
and non-assessable.

Warrants

        The following is a brief summary of certain provisions of the warrants to purchase an aggregate of 1,232,916 shares of our common stock,
which warrants we issued on May 15, 2012, as adjusted by our issuance of a partial stock dividend on January 28, 2014. The following summary
does not purport to be complete and is qualified in its entirety by reference to the warrants and warrant certificates a copy of which is filed with
the SEC together as an exhibit to the registration statement of which this prospectus is a part.

Exercise of warrants

        Each warrant entitles the warrantholder to purchase 0.5 of one share of our common stock, which we refer to as the warrant shares. The
initial exercise price of the warrants was $20.50 per share. The initial exercise price is subject to adjustment as described under "�Adjustments."
Following our public offering that closed on October 3, 2012, the exercise price of the warrants was adjusted to $19.44. Following the payment
of a dividend in common stock to our stockholders on January 28, 2014, the exercise price of the warrants was adjusted to $17.59. The warrants
became exercisable, in whole or in part (but in each case for a minimum of at least 5,000 warrant shares or such lesser number of warrant shares
for which a warrant remains exercisable), six months after the date of issuance and will expire at the close of business on May 15, 2019. The
warrants have not been, and will not be, registered under the Securities Act of 1933, or the Securities Act, and the warrants may not be exercised
unless an exemption from such registration is available in respect of the issuance of the warrant shares.

        Upon receipt of payment of the exercise price and the applicable warrant certificate, together with a form of election attached thereto,
properly completed and duly executed at our office, we will, within a reasonable time, forward the warrant shares issuable upon exercise of the
warrants. Payment may be made: (1) in cash or by certified bank check or by wire transfer of funds to an account designated by us for such
purpose; or (2) without the payment of cash as set forth below under "�Cashless exercise."

Adjustments

        The exercise price of the warrants and the number of warrant shares issuable upon exercise of the warrants are subject to adjustment from
time to time as set forth below.

�
If we sell common stock (or other securities convertible into or exchangeable for our common stock) in a public offering or a
private placement, for cash at a price per share (after the deduction of underwriting discounts or placement fees and other
expenses incurred by us that are attributable to the offering) that is less than the closing price of our common stock
immediately prior (a) to the announcement of the proposed public offerings or (b) the execution of the purchase agreement
in the case of private placement, the exercise price of the warrants will be adjusted by multiplying (x) the exercise price in
effect immediately before the announcement of the public offering or the execution of the private placement purchase
agreement, as applicable, by (y) a fraction the numerator of which is our net proceeds per share (after the deduction of
underwriting discounts or placement fees and other expenses incurred by us that are attributable to the offering) from the
sale of common stock in the public offering or
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private placement, as applicable, and the denominator of which is the applicable closing price. The adjustment described
above will not apply to: (1) any of the customary anti-dilution adjustment events described below; (2) the exercise of the
warrants, or the conversion or exchange of other securities convertible or exchangeable for our common stock, or the
issuance of our common stock upon the exercise of the warrants or other securities convertible or exchangeable for our
common stock; (3) any shares of our common stock issued pursuant to any at-the-market, controlled equity or similar
programs; or (4) the issuance of shares of our common stock (and options exercisable therefor) to our employees, officers,
directors, consultants or advisors (whether or not still in such capacity on the date of exercise) pursuant to one of our equity
incentive plans. For any shares issued pursuant to any "at-the-market" offering, controlled equity or similar programs, the
warrant price shall be adjusted by the percentage sales commission payable to the sales agent of the program as a one-time
adjustment made as of the commencement of the program.

�
If we pay a dividend or make a distribution on our common stock in shares of our common stock, subdivide our outstanding
shares of common stock into a greater number of shares or combine our outstanding shares of common stock into a smaller
number of shares or issue by reclassification of our outstanding shares of common stock any shares of our capital stock,
then: (1) the exercise price in effect immediately prior to the date on which such change becomes effective will be adjusted
by multiplying such exercise price by a fraction, the numerator of which will be the number of shares of our common stock
outstanding immediately prior to such change and the denominator of which will be the number of shares of our common
stock outstanding immediately after giving effect to such change; and (2) the number of warrant shares purchasable upon
exercise of the warrants will be adjusted by multiplying the number of warrant shares purchasable upon exercise of the
warrants immediately prior to (but not including) the date on which such change becomes effective by a fraction, the
numerator of which will be the exercise price in effect immediately prior to (but not including) the date on which such
change becomes effective and the denominator of which will be the exercise price in effect immediately after giving effect to
such change, calculated in accordance with clause (1) above. These adjustments will be made successively whenever any
event listed above shall occur.

�
If any: (1) capital reorganization or reclassification of our capital stock; (2) consolidation or merger with another corporation
in which we are not the survivor; (3) sale, transfer or other disposition of all or substantially all of our assets to another
corporation; or (4) purchase offer, tender offer or exchange offer pursuant to which holders of our common stock are
permitted to sell, tender or exchange their shares for other shares of stock, securities or assets and such offer has been
accepted by the holders of 50% or more of our outstanding common stock (we refer to each of such transactions as a
Fundamental Transaction) is effected, then, as a condition of such Fundamental Transaction, lawful and adequate provision
will be made whereby each warrantholder shall have the right to purchase and receive upon the basis and in lieu of the
warrant shares immediately issuable upon exercise of the warrants, the highest amount of such shares of stock, securities or
assets as would have been issuable or payable with respect to or in exchange for a number of warrant shares equal to the
number of warrant shares immediately up to that time issuable upon exercise of the warrants, had such Fundamental
Transaction not taken place, and in any such case appropriate provision shall be made with respect to the rights and interests
of each warrantholder to the end that the provisions in the warrant will be applicable, as nearly equivalent as may be
practicable in relation to any shares of stock, securities or assets thereafter deliverable upon the exercise. We will not
consummate any such Fundamental Transaction unless prior to or simultaneously with the consummation thereof the
successor corporation (if other than us) resulting from such consolidation or merger, or the corporation purchasing or
otherwise acquiring such assets or other appropriate corporation or entity shall assume the obligation to deliver to the
warrantholder such shares of stock, securities or assets as each warrantholder may be entitled to purchase, and the other
obligations under the warrants. The provisions of this paragraph will similarly apply to any successive Fundamental
Transactions.
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Notwithstanding the foregoing, in the event of a Fundamental Transaction, other than one in which a successor entity, whose
common stock is quoted or listed for trading on an Eligible Market (as defined in the warrants), or a Public Successor,
assumes the warrants and the warrant shares immediately up to that time issuable upon exercise of the warrants may be
exercisable for the publicly traded common stock of such Public Successor, at the request of a warrantholder delivered
before the 90th day after such Fundamental Transaction, we (or the successor entity) will purchase the warrant from such
warrantholder by paying to such warrantholder, within five business days after such request (or, if later, on the effective date
of the Fundamental Transaction), cash in an amount equal to the Black Scholes Value (as defined in the warrants) of the
remaining unexercised portion of the warrant on the date of such Fundamental Transaction.

�
If we fix a payment date for the making of a distribution to all holders of our common stock of evidences of indebtedness or
assets (other than cash dividends or cash distributions payable out of consolidated earnings or earned surplus or dividends or
distributions referred to in the first bullet point above), or subscription rights or warrants, the exercise price to be in effect
after such payment date will be determined by multiplying the exercise price in effect immediately prior to (but not
including) such payment date by a fraction, the numerator of which will be the total number of shares of our common stock
outstanding multiplied by the Market Price (as defined in the warrants) per share of our common stock immediately prior to
(but not including) such payment date, less the fair market value (as determined by our board of directors in good faith) of
such assets or evidences of indebtedness so distributed, or of such subscription rights or warrants, and the denominator of
which shall be the total number of shares of our common stock outstanding multiplied by such Market Price per share of our
common stock immediately prior to (but not including) such payment date. These adjustments will be made successively
whenever such a payment date is fixed.

�
Upon the occurrence of any event requiring an adjustment of the exercise price as described above, we will promptly give
written notice to each warrantholder, stating the adjusted exercise price and the adjusted number of warrant shares resulting
from such event and setting forth in reasonable detail the method of calculation and the facts upon which such calculation
was based.

Redemption

        If: (1) there is an effective shelf registration statement available for the warrant shares to be issued upon exercise of the warrants; and
(2) the trading price of our common stock has been $10.00 or greater than the warrant exercise price of the warrants for 20 of the last 30 trading
days, we will have the option, but not the obligation, to redeem all, but not less than all, of the outstanding warrants at a price of $0.01 per each
warrant issuable if the warrants were to be exercised. In the event we elect to exercise our redemption option, we will furnish to each
warrantholder a written notice of redemption setting forth the redemption date, which may be set no earlier than 30 days following the date the
redemption notice is furnished to warrantholders. Each warrantholder will have the option to exercise its warrants, at any time prior to (but not
including) the redemption date described above.

Cashless exercise

        Each warrant includes a cashless exercise provision which permits the warrantholder to elect to exercise the warrant without paying the
cash exercise price, and receive a number of shares determined by multiplying: (1) the number of shares for which the warrant is being exercised
by (2) the difference between the volume weighted average price for the 20 trading days immediately prior to (but not including) the date of
exercise of the warrant and the exercise price in effect on the date immediately prior to (but not including) the date of exercise of the warrant,
and dividing such product by the

11

Edgar Filing: Western Asset Mortgage Capital Corp - Form 424B5

36



Table of Contents

volume weighted average price for the 20 trading days immediately prior to (but not including) the date of exercise.

Limitations on exercise

        Each warrant contains restrictions on the number of warrant shares that may be acquired by the warrantholder upon an exercise of the
warrant. No warrantholder (including its affiliates) may beneficially or constructively own more than 9.8% of the total number of issued and
outstanding shares of our common stock (including for such purpose the shares of our common stock issuable upon such exercise). For
additional information on the ownership restrictions of our capital stock, please see "�Restrictions on ownership and transfer of our capital stock."

No rights as stockholder

        Prior to the exercise of a warrant, a warrantholder will not have or exercise any rights as a stockholder by virtue of its ownership of a
warrant.

Preferred stock

        Our amended and restated certificate of incorporation provides that our board of directors has the authority, without action by the
stockholders, to designate and issue up to 100,000,000 shares of preferred stock in one or more classes or series and to fix the rights,
preferences, privileges and restrictions of each class or series of preferred stock, including dividend rights, conversion rights, voting rights, terms
of redemption, liquidation preferences and the number of shares constituting any class or series, which may be greater than the rights of the
holders of the common stock. There are no shares of preferred stock outstanding. Any issuance of shares of preferred stock could adversely
affect the voting power of holders of common stock, and the likelihood that the holders will receive dividend payments and payments upon
liquidation could have the effect of delaying, deferring or preventing a change in control. We have no present plans to issue any shares of
preferred stock.

Restrictions on ownership and transfer of our capital stock

        In order to continue to qualify as a REIT under the Internal Revenue Code of 1986, as amended, or the Internal Revenue Code, for each
taxable year beginning after December 31, 2012, our shares of capital stock must be beneficially owned by 100 or more persons during at least
335 days of a taxable year of 12 months or during a proportionate part of a shorter taxable year. Also, for our taxable years beginning after
December 31, 2012, no more than 50% of the value of our outstanding shares of capital stock may be owned, directly or constructively, by five
or fewer individuals (as defined in the Internal Revenue Code to include certain entities) during the second half of any calendar year.

        Our amended and restated certificate of incorporation, subject to certain exceptions, contains restrictions on the number of shares of our
capital stock that a person may own and may prohibit certain entities from owning our shares. Our amended and restated certificate of
incorporation provides that (subject to certain exceptions described below) no person may beneficially or constructively own, or be deemed to
own by virtue of the attribution provisions of the Internal Revenue Code, more than 9.8% in value or in number of shares, whichever is more
restrictive, of our outstanding shares of common or capital stock. Pursuant to our amended and restated certificate of incorporation, our board of
directors has the power to increase or decrease the percentage of common or capital stock that a person may beneficially or constructively own.
However, any decreased stock ownership limit will not apply to any person whose percentage ownership of our common or capital stock, as the
case may be, is in excess of such decreased stock ownership limit until that person's percentage ownership of our common or capital stock, as
the case may be, equals or falls below the decreased stock ownership limit. Until such a person's percentage ownership of our common or capital
stock, as the case may be, falls below such decreased stock ownership limit, any further acquisition of common stock will be in
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violation of the decreased stock ownership limit. If our board of directors changes the stock ownership limit, it will: (1) notify each stockholder
of record of any such change; and (2) publicly announce any such change, in each case at least 30 days prior to the effective date of such change.
For purposes of this calculation, warrants treated as held by any stockholder will be deemed to have been exercised when calculating such
holder's ownership of capital stock. However, warrants held by other unrelated persons will not be deemed to have been exercised.

        Our amended and restated certificate of incorporation also prohibits any person from beneficially or constructively owning shares of our
capital stock that would result in our being "closely held" under Section 856(h) of the Internal Revenue Code or otherwise cause us to fail to
qualify as a REIT and from transferring shares of our capital stock if the transfer would result in our capital stock being beneficially owned by
fewer than 100 persons. In addition, no such person may own an interest in any tenant that would cause us to own, actually or constructively,
more than a 9.9% interest in such tenant. Any person who acquires or attempts or intends to acquire beneficial or constructive ownership of
shares of our capital stock that will or may violate any of the foregoing restrictions on transferability and ownership, or who is the intended
transferee of shares of our capital stock that are transferred to the trust (as described below), is required to give written notice immediately 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 restrictions 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.

        Our board of directors, in its sole discretion, may exempt a person from the foregoing restrictions. The person seeking an exemption must
provide to our board of directors such representations and undertakings and satisfy such conditions, in each case as our board of directors may
deem reasonably necessary to conclude that granting the exemption will not cause us to lose our qualification as a REIT. Our board of directors
may also require a ruling from the Internal Revenue Service, or the IRS, or an opinion of counsel in order to determine or ensure our
qualification as a REIT in the context of granting such exemptions.

        Any attempted transfer of our capital stock which, if effective, would result in a violation of the foregoing restrictions will cause the
number of shares causing the violation (rounded up to the nearest whole share) to be automatically transferred to a trust for the exclusive benefit
of one or more charitable beneficiaries, and the proposed transferee will not acquire any rights in such shares. The automatic transfer will be
deemed to be effective as of the close of business on the business day (as defined in our amended and restated certificate of incorporation) prior
to the date of the transfer. If, for any reason, the transfer to the trust does not occur or would not prevent a violation of the restrictions on
ownership contained in our amended and restated certificate of incorporation, our amended and restated certificate of incorporation provides that
the purported transfer will be void ab initio. Shares of our capital stock held in the trust will be issued and outstanding shares. The proposed
transferee will not benefit economically from ownership of any shares of our capital stock held in the trust, will have no rights to dividends and
no rights to vote or other rights attributable to the shares of capital stock held in the trust. The trustee of the trust will have all voting rights and
rights to dividends or other distributions with respect to shares held in the 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 capital 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. Any dividend or distribution paid to the trustee will be held in trust for the charitable beneficiary. Subject to Delaware law, the trustee
will have the authority to rescind as void any vote cast by the proposed 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 charitable beneficiary. However, if we
have already taken irreversible corporate action, then the trustee will not have the authority to rescind and recast the vote.
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        Within 20 days of receiving notice from us that shares of our capital stock have been transferred to the trust, the trustee will sell the shares
to a person designated by the trustee, whose ownership of the shares will not violate the above ownership limitations. Upon such sale, the
interest of the charitable beneficiary in the shares sold will terminate and the trustee will distribute the net proceeds of the sale to the proposed
transferee and to the charitable beneficiary as follows: the proposed transferee will receive the lesser of: (1) the price paid by the proposed
transferee for the shares or, if the proposed transferee did not give value for the shares in connection with the event causing the shares to be held
in the trust (e.g., a gift, devise or other similar transaction), the market price (as defined in our amended and restated certificate of incorporation)
of the shares on the day of the event causing the shares to be held in the trust and (2) the price received by the trustee from the sale or other
disposition of the shares. Any net sale proceeds in excess of the amount payable to the proposed transferee will be paid immediately to the
charitable beneficiary. If, prior to our discovery that shares of our capital stock have been transferred to the trust, the shares are sold by the
proposed transferee, then: (1) the shares shall be deemed to have been sold on behalf of the trust and (2) to the extent that the proposed
transferee received an amount for the shares that exceeds the amount the proposed transferee was entitled to receive, the excess shall be paid to
the trustee upon demand.

        In addition, shares of our capital stock held in the trust will be deemed to have been offered for sale to us, or our designee, at a price per
share equal to the lesser of the price per share in the transaction that resulted in the transfer to the trust (or, in the case of a devise or gift, the
market price at the time of the devise or gift) and the market price on the date we, or our designee, accept the offer. We will have the right to
accept the offer until the trustee has sold the shares. Upon a sale to us, the interest of the charitable beneficiary in the shares sold will terminate
and the trustee will distribute the net proceeds of the sale to the proposed transferee.

        Every owner of more than 5% (or such lower percentage as required by the Internal Revenue Code or the regulations promulgated
thereunder) in number or in value of all classes or series of our capital stock, including shares of our common stock, within 30 days after the end
of each taxable year, will be required to give written notice to us stating the name and address of such owner, the number of shares of each class
and series of shares of our capital stock that the owner beneficially owns and a description of the manner in which the shares are held. Each
owner shall provide to us such additional information as we may request to determine the effect, if any, of the beneficial ownership on our
qualification as a REIT and to ensure compliance with the ownership limitations. In addition, each such owner shall, upon demand, be required
to provide to us such information as we may request, in good faith, to determine our qualification as a REIT and to comply with the
requirements of any taxing authority or governmental authority or to determine such compliance and to ensure compliance with the 9.8%
ownership limitations in our amended and restated certificate of incorporation.

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

Anti-takeover effects of Delaware law and our amended and restated certificate of incorporation and amended and restated bylaws

        Our amended and restated certificate of incorporation, which has been filed with the State of Delaware and became effective immediately
prior to the completion of our initial public offering on May 15, 2012, and our amended and restated bylaws contain provisions that are intended
to enhance the likelihood of continuity and stability in the composition of our board of directors and that may have the effect of delaying,
deferring or preventing a future takeover or change in control of our company unless the takeover or change in control is approved by our board
of directors. In addition to
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the above-described restrictions regarding the transfer and ownership of our capital stock, these provisions include the following:

Stockholder action by written consent

        Our amended and restated certificate of incorporation provides that stockholder action may not be taken by written consent in lieu of a
meeting and that stockholder action may be taken only at an annual or special meeting of stockholders.

Elimination of the ability to call special meetings

        Our amended and restated bylaws provide that, except as otherwise required by law, special meetings of our stockholders can only be called
by our president, pursuant to a resolution adopted by a majority of our board of directors or a committee of our board of directors that has been
duly designated by our board of directors and whose powers and authority include the power to call such meetings, or by the chairman of our
board of directors. Stockholders are not permitted to call a special meeting or to require our board of directors to call a special meeting.

Removal of directors; board of directors vacancies

        Our amended and restated certificate of incorporation provides that members of our board of directors may only be removed for cause, and
only with the affirmative vote of the holders of at least 66% of the combined voting power of all the shares of all classes of our capital stock
entitled to vote generally in the election of directors. Our amended and restated bylaws provide that only our board of directors may fill vacant
directorships. These provisions would prevent a stockholder from gaining control of our board of directors by removing incumbent directors and
filling the resulting vacancies with such stockholder's own nominees.

Amendment of amended and restated certificate of incorporation and amended and restated bylaws

        The General Corporation Law of the State of Delaware, or the DGCL, generally provides that the affirmative vote of a majority of the
outstanding shares entitled to vote is required to amend or repeal a corporation's amended and restated certificate of incorporation or amended
and restated bylaws, unless the amended and restated certificate of incorporation requires a greater percentage. Our amended and restated
certificate of incorporation generally requires the approval of both a majority of the combined voting power of all the classes of shares of our
capital stock entitled to vote generally in the election of directors and a majority of the members of our board of directors to amend any
provisions of our amended and restated certificate of incorporation, except that provisions of our amended and restated certificate of
incorporation relating to the powers, numbers, classes, elections, terms and removal of our directors, as well as the ability to fill vacancies on our
board of directors requires the affirmative vote of at least 66% of the combined voting power of all the shares of all classes of our capital stock
entitled to vote generally in the election of directors. In addition, our amended and restated certificate of incorporation: (1) grants our board of
directors the authority to amend and repeal our amended and restated bylaws without a stockholder vote in any manner not inconsistent with the
DGCL; and (2) requires that stockholders may only amend our amended and restated bylaws with the affirmative vote of 66% of the combined
voting power of all the shares of all classes of our capital stock entitled to vote generally in the election of directors.

        The foregoing provisions of our amended and restated certificate of incorporation and amended and restated bylaws could discourage
potential acquisition proposals and could delay or prevent a change in control. These provisions are intended to enhance the likelihood of
continuity and stability in the composition of our board of directors and in the policies formulated by our board of directors and to discourage
certain types of transactions that may involve an actual or threatened change of control.
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These provisions are designed to reduce our vulnerability to an unsolicited acquisition proposal. The provisions also are intended to discourage
certain tactics that may be used in proxy fights. However, such provisions could have the effect of discouraging others from making tender
offers for our shares and, as a consequence, they also may inhibit fluctuations in the market price of our common stock that could result from
actual or rumored takeover attempts. Such provisions also may have the effect of preventing changes in our management or delaying or
preventing a transaction that might benefit you or other minority stockholders.

Section 203 of the DGCL

        We have elected not to be subject to Section 203 of the DGCL, an anti-takeover law. In general, Section 203 prohibits a publicly-held
Delaware corporation from engaging in a "business combination" with an "interested stockholder" for a period of three years following the date
the person became an interested stockholder, unless (with certain exceptions) the "business combination" or the transaction in which the person
became an interested stockholder is approved in a prescribed manner. Generally, a "business combination" includes a merger, asset or stock sale,
or other transaction resulting in a financial benefit to the interested stockholder. Generally, an "interested stockholder" is a person who, together
with affiliates and associates, owns (or within three years prior to the determination of interested stockholder status, did own) 15% or more of a
corporation's voting stock. In our amended and restated certificate of incorporation, we have elected not to be bound by Section 203 of the
DGCL.

Limitations on liability and indemnification of officers and directors

        Our amended and restated certificate of incorporation and amended and restated bylaws provide indemnification for our directors and
officers to the fullest extent permitted by the DGCL, except that such directors and officers will not be indemnified to the extent that any such
person has committed willful misfeasance, bad faith, gross negligence or reckless disregard involved in the conduct of such person's duty to or
for us. In addition, as permitted by Delaware law, our amended and restated certificate of incorporation includes provisions that eliminate the
personal liability of our directors for monetary damages resulting from breaches of certain fiduciary duties as a director. The effect of this
provision is to restrict our rights and the rights of our stockholders in derivative suits to recover monetary damages against a director for breach
of fiduciary duties as a director, except that a director will be personally liable to the extent such director has committed willful misfeasance, bad
faith, gross negligence or reckless disregard of such director's duties involved in the conduct of the office of director.

        We have entered into indemnification agreements with each of our directors and executive officers that provide for indemnification to the
maximum extent permitted by Delaware law.

        The above-described limitation of liability and indemnification may be held not to be enforceable for violations of the federal securities
laws of the United States.

Transfer agent and registrar

        The transfer agent and registrar for our shares of common stock is American Stock Transfer and Trust Company.
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 U.S. FEDERAL INCOME TAX CONSIDERATIONS

        The following is a summary of the material U.S. federal income tax consequences of an investment in common stock of Western Asset
Mortgage Capital Corporation. For purposes of this section under the heading "U.S. federal income tax considerations," references to "Western
Asset Mortgage Capital Corporation," "we," "our" and "us" mean only Western Asset Mortgage Capital Corporation, except as otherwise
indicated. This summary is based upon the Internal Revenue Code, the regulations promulgated by the U.S. Department of the Treasury, or the
Treasury, rulings and other administrative pronouncements issued by the IRS, and judicial decisions, all as currently in effect, and all of which
are subject to differing interpretations or to change, possibly with retroactive effect. No assurance can be given that the IRS would not assert, or
that a court would not sustain, a position contrary to any of the tax consequences described below. We have not sought and will not seek an
advance ruling from the IRS regarding any matter discussed in this prospectus. The summary is also based upon the assumption that we and our
subsidiaries and affiliated entities will operate in accordance with our and their applicable organizational documents. This summary is for
general information only and is not tax advice. It does not purport to discuss all aspects of U.S. federal income taxation that may be important to
a particular investor in light of its investment or tax circumstances or to investors subject to special tax rules, such as:

�
financial institutions;

�
insurance companies;

�
broker-dealers;

�
regulated investment companies;

�
partnerships and trusts;

�
persons who hold our stock on behalf of other persons as nominees;

�
persons who receive our stock through the exercise of employee stock options or otherwise as compensation;

�
persons holding our stock as part of a "straddle," "hedge," "conversion transaction," "synthetic security" or other integrated
investment;

�
and, except to the extent discussed below:

�
tax-exempt organizations; and

�
foreign investors.

        This summary assumes that investors will hold their common stock as a capital asset, which generally means as property held for
investment.

The U.S. federal income tax treatment of holders of our common stock depends in some instances on determinations of fact and
interpretations of complex provisions of U.S. federal income tax law for which no clear precedent or authority may be available. In
addition, the tax consequences to any particular stockholder of holding our common stock will depend on the stockholder's particular
tax circumstances. You are urged to consult your tax advisor regarding the U.S. federal, state, local, and foreign income and other tax
consequences to you in light of your particular investment or tax circumstances of acquiring, holding, exchanging, or otherwise
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Taxation of Western Asset Mortgage Capital Corporation

        We elected to be taxed as a REIT commencing with our taxable year ended December 31, 2012. We believe that, commencing with such
taxable year, we have been organized and have operated in

17

Edgar Filing: Western Asset Mortgage Capital Corp - Form 424B5

43



Table of Contents

such a manner as to qualify for taxation as a REIT under the applicable provisions of the Internal Revenue Code. We intend to continue to
operate in such a manner to qualify for taxation as a REIT.

        The law firm of Skadden, Arps, Slate, Meagher & Flom LLP has acted as our tax counsel in connection with our formation and election to
be taxed as a REIT. In connection with this offering of our common stock, we will receive an opinion of Skadden, Arps, Slate, Meagher &
Flom LLP to the effect that, commencing with our initial taxable year, we have been organized in conformity with the requirements for
qualification and taxation as a REIT under the Internal Revenue Code, and that our actual method of operation has enabled, and our proposed
method of operation will continue to enable, us to meet the requirements for qualification and taxation as a REIT commencing with our taxable
year ended December 31, 2012. It must be emphasized that the opinion of Skadden, Arps, Slate, Meagher & Flom LLP will be based on various
assumptions relating to our organization and operation, and will be conditioned upon fact-based representations and covenants made by our
management regarding our organization, assets, and income, and the present and future conduct of our business operations. While we intend to
operate so that we will qualify as a REIT, given the highly complex nature of the rules governing REITs, the ongoing importance of factual
determinations, and the possibility of future changes in our circumstances, no assurance can be given by Skadden, Arps, Slate, Meagher &
Flom LLP or by us that we will qualify as a REIT for any particular year. The opinion will be expressed as of the date issued. Skadden, Arps,
Slate, Meagher & Flom LLP will have no obligation to advise us or our stockholders of any subsequent change in the matters stated, represented
or assumed, or of any subsequent change in the applicable law. You should be aware that opinions of counsel are not binding on the IRS, and no
assurance can be given that the IRS will not challenge the conclusions set forth in such opinions.

        Qualification and taxation as a REIT depend on our ability to meet on a continuing basis, through actual operating results, distribution
levels, and diversity of stock and asset ownership, various qualification requirements imposed upon REITs by the Internal Revenue Code, the
compliance with which will not be reviewed by Skadden, Arps, Slate, Meagher & Flom LLP. Our ability to qualify as a REIT also requires that
we satisfy certain asset tests, some of which depend upon the fair market values of assets that we own directly or indirectly. Such values may not
be susceptible to a precise determination. Accordingly, no assurance can be given that the actual results of our operations for any taxable year
will satisfy such requirements for qualification and taxation as a REIT.

Taxation of REITs in general

        As indicated above, our qualification and taxation as a REIT depends upon our ability to meet, on a continuing basis, various qualification
requirements imposed upon REITs by the Internal Revenue Code. The material qualification requirements are summarized below under
"�Requirements for qualification�General." While we intend to continue to operate so that we qualify as a REIT, no assurance can be given that the
IRS will not challenge our qualification, or that we will be able to operate in accordance with the REIT requirements in the future. See "�Failure
to qualify."

        Provided that we qualify as a REIT, generally we will be entitled to a deduction for dividends that we pay and therefore will not be subject
to U.S. federal corporate income tax on our taxable income that is currently distributed to our stockholders. This treatment substantially
eliminates the "double taxation" at the corporate and stockholder levels that generally results from investment in a corporation. In general, the
income that we generate is taxed only at the stockholder level upon a distribution of dividends to our stockholders.

        Currently, most U.S. stockholders that are individuals, trusts or estates are taxed on corporate dividends at a maximum U.S. federal income
tax rate of 20%. With limited exceptions, however, dividends from us or from other entities that are taxed as REITs are generally not eligible for
this rate and will continue to be taxed at rates applicable to ordinary income. Under current law, the highest marginal non-corporate U.S. federal
income tax rate applicable to ordinary income is 39.6%. See "�Taxation of stockholders�Taxation of taxable domestic stockholders�Distributions."
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        Any net operating losses, foreign tax credits and other tax attributes generally do not pass through to our stockholders, subject to special
rules for certain items such as the capital gains that we recognize. See "�Taxation of stockholders�Taxation of taxable domestic
stockholders�Distributions."

        Provided we qualify as a REIT, we will nonetheless be subject to U.S. federal tax in the following circumstances:

�
We will be taxed at regular corporate rates on any undistributed net taxable income, including undistributed net capital gains.

�
We may be subject to the "alternative minimum tax" on our items of tax preference, including any deductions of net
operating losses.

�
If we have net income from prohibited transactions, which are, in general, sales or other dispositions of inventory or property
held primarily for sale to customers in the ordinary course of business, other than foreclosure property, such income will be
subject to a 100% tax. See "�Prohibited transactions," and "�Foreclosure property," below.

�
If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan or certain leasehold
terminations as "foreclosure property," we may thereby avoid the 100% tax on gain from a resale of that property (if the sale
would otherwise constitute a prohibited transaction), but the income from the sale or operation of the property may be
subject to corporate income tax at the highest applicable rate (currently 35%).

�
If we fail to satisfy the 75% gross income test or the 95% gross income test, as discussed below, but nonetheless maintain
our qualification as a REIT because we satisfy other requirements, we will be subject to a 100% tax on an amount based on
the magnitude of the failure, as adjusted to reflect the profit margin associated with our gross income.

�
If we violate the asset tests (other than certain de minimis violations) or other requirements applicable to REITs, as described
below, and yet maintain our qualification as a REIT because there is reasonable cause for the failure and other applicable
requirements are met, we may be subject to a penalty tax. In that case, the amount of the penalty tax will be at least $50,000
per failure, and, in the case of certain asset test failures, will be determined as the amount of net income generated by the
assets in question multiplied by the highest corporate tax rate (currently 35%) if that amount exceeds $50,000 per failure.

�
If we fail to distribute during each calendar year at least the sum of: (i) 85% of our REIT ordinary income for such year;
(ii) 95% of our REIT capital gain net income for such year; and (iii) any undistributed net taxable income from prior periods,
we will be subject to a nondeductible 4% excise tax on the excess of the required distribution over the sum of: (a) the
amounts that we actually distributed; and (b) the amounts we retained and upon which we paid income tax at the corporate
level.

�
We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail to meet
record-keeping requirements intended to monitor our compliance with rules relating to the composition of a REIT's
stockholders, as described below in "�Requirements for qualification�General."

�
A 100% tax may be imposed on transactions between us and a TRS that do not reflect arm's-length terms.

�
If we acquire appreciated assets from a corporation that is not a REIT (i.e., a corporation taxable under subchapter C of the
Internal Revenue Code) in a transaction in which the adjusted tax basis of the assets in our hands is determined by reference
to the adjusted tax basis of the assets in the hands of the subchapter C corporation, we may be subject to tax on such
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appreciation at the highest corporate income tax rate then applicable if we subsequently recognize gain on a disposition of
any such assets during the ten-year period following their acquisition from the subchapter C corporation.

�
The earnings of our TRSs are subject to U.S. federal corporate income tax to the extent that such subsidiaries are
subchapter C corporations.

        In addition, we and our subsidiaries may be subject to a variety of taxes, including payroll taxes and state, local, and foreign income,
property and other taxes on our assets and operations. We could also be subject to tax in situations and on transactions not presently
contemplated.

Requirements for qualification�General

        The Internal Revenue Code defines a REIT as a corporation, trust or association:

1.
that is managed by one or more trustees or directors;

2.
the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of beneficial interest;

3.
that would be taxable as a domestic corporation but for its election to be subject to tax as a REIT;

4.
that is neither a financial institution nor an insurance company subject to specific provisions of the Internal Revenue Code;

5.
the beneficial ownership of which is held by 100 or more persons;

6.
in which, during the last half of each taxable year, not more than 50% in value of the outstanding stock is owned, directly or
indirectly, by five or fewer "individuals" (as defined in the Internal Revenue Code to include specified tax-exempt entities);
and

7.
that meets other tests described below, including with respect to the nature of its income and assets.

        The Internal Revenue Code provides that conditions (1) through (4) must be met during the entire taxable year, and that condition (5) must
be met during at least 335 days of a taxable year of 12 months, or during a proportionate part of a shorter taxable year. Conditions (5) and
(6) need not be met during a corporation's initial tax year as a REIT (which, in our case, is 2012). Our amended and restated certificate of
incorporation provides restrictions regarding the ownership and transfers of our stock, which are intended to assist us in satisfying the stock
ownership requirements described in conditions (5) and (6) above.

        To monitor compliance with the stock ownership requirements, we generally are required to maintain records regarding the actual
ownership of our stocks. To do so, we must demand written statements each year from the record holders of significant percentages of our stock
pursuant to which the record holders must disclose the actual owners of the stock (i.e., the persons required to include our dividends in their
gross income). We must maintain a list of those persons failing or refusing to comply with this demand as part of our records. We could be
subject to monetary penalties if we fail to comply with these record-keeping requirements. If you fail or refuse to comply with the demands, you
will be required by Treasury regulations to submit a statement with your tax return disclosing your actual ownership of our stock and other
information.

        In addition, a corporation generally may not elect to become a REIT unless its taxable year is the calendar year. We adopted December 31
as our year-end, and thereby satisfy this requirement.
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Effect of subsidiary entities

        Ownership of partnership interests.    If we are a partner in an entity that is treated as a partnership for U.S. federal income tax purposes,
Treasury regulations provide that we are deemed to own our proportionate share of the partnership's assets, and to earn our proportionate share
of the partnership's income, for purposes of the asset and gross income tests applicable to REITs. Our proportionate share of a partnership's
assets and income is based on our capital interest in the partnership (except that for purposes of the 10% value test, described below, our
proportionate share of the partnership's assets is based on our proportionate interest in the equity and certain debt securities issued by the
partnership). In addition, the assets and gross income of the partnership are deemed to retain the same character in our hands. Thus, our
proportionate share of the assets and items of income of any of our subsidiary partnerships will be treated as our assets and items of income for
purposes of applying the REIT requirements.

        Disregarded subsidiaries.    If we own a corporate subsidiary that is a "qualified REIT subsidiary," that subsidiary is generally disregarded
for U.S. federal income tax purposes, and all of the subsidiary's assets, liabilities and items of income, deduction and credit are treated as our
assets, liabilities and items of income, deduction and credit, including for purposes of the gross income and asset tests applicable to REITs. A
qualified REIT subsidiary is any corporation, other than a TRS (as described below), that is directly or indirectly wholly-owned by a REIT.
Other entities that are wholly-owned by us, including single member limited liability companies that have not elected to be taxed as corporations
for U.S. federal income tax purposes, are also generally disregarded as separate entities for U.S. federal income tax purposes, including for
purposes of the REIT income and asset tests. Disregarded subsidiaries, along with any partnerships in which we hold an equity interest, are
sometimes referred to herein as "pass-through subsidiaries."

        In the event that a disregarded subsidiary of ours ceases to be wholly-owned�for example, if any equity interest in the subsidiary is acquired
by a person other than us or another disregarded subsidiary of ours�the subsidiary's separate existence would no longer be disregarded for U.S.
federal income tax purposes. Instead, the subsidiary would have multiple owners and would be treated as either a partnership or a taxable
corporation. Such an event could, depending on the circumstances, adversely affect our ability to satisfy the various asset and gross income
requirements applicable to REITs, including the requirement that REITs generally may not own, directly or indirectly, more than 10% of the
securities of another corporation. See "�Asset tests" and "�Income tests."

        Taxable subsidiaries.    In general, we may jointly elect with a subsidiary corporation, whether or not wholly-owned, to treat such
subsidiary corporation as a TRS. We generally may not own more than 10% of the securities of a taxable corporation, as measured by voting
power or value, unless we and such corporation elect to treat such corporation as a TRS. The separate existence of a TRS or other taxable
corporation is not ignored for U.S. federal income tax purposes. Accordingly, a TRS or other taxable subsidiary corporation generally is subject
to corporate income tax on its earnings, which may reduce the cash flow that we and our subsidiaries generate in the aggregate, and may reduce
our ability to make distributions to our stockholders.

        We are not treated as holding the assets of a TRS or other taxable subsidiary corporation or as receiving any income that the subsidiary
earns. Rather, the stock issued by a taxable subsidiary to us is an asset in our hands, and we treat the dividends paid to us from such taxable
subsidiary, if any, as income. This treatment can affect our income and asset test calculations, as described below. Because we do not include the
assets and income of TRSs or other taxable subsidiary corporations in determining our compliance with the REIT requirements, we may use
such entities to undertake indirectly activities that the REIT rules might otherwise preclude us from doing directly or through pass-through
subsidiaries. For example, we may use TRSs or other taxable subsidiary corporations to
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conduct activities that give rise to certain categories of income such as management fees or to conduct activities that, if conducted by us directly,
would be treated in our hands as prohibited transactions.

        The TRS rules limit the deductibility of interest paid or accrued by a TRS to its parent REIT to assure that the TRS is subject to an
appropriate level of corporate taxation. Further, the rules impose a 100% excise tax on transactions between a TRS and its parent REIT or the
REIT's tenants that are not conducted on an arm's-length basis. We intend that all of our transactions with our TRSs, if any, will be conducted on
an arm's-length basis.

Income tests

        To qualify as a REIT, we must satisfy two gross income requirements on an annual basis. First, at least 75% of our gross income for each
taxable year, excluding gross income from sales of inventory or dealer property in "prohibited transactions," discharge of indebtedness and
certain hedging transactions, generally must be derived from investments relating to real property or mortgages on real property, including
interest income derived from mortgage loans secured by real property (including certain types of mortgage-backed securities), "rents from real
property," dividends received from other REITs, and gains from the sale of real estate assets, as well as specified income from temporary
investments. Second, at least 95% of our gross income in each taxable year, excluding gross income from prohibited transactions, discharge of
indebtedness and certain hedging transactions, must be derived from some combination of income that qualifies under the 75% gross income test
described above, as well as other dividends, interest, and gain from the sale or disposition of stock or securities, which need not have any
relation to real property. Income and gain from certain hedging transactions will be excluded from both the numerator and the denominator for
purposes of both the 75% and 95% gross income tests.

        Interest income.    Interest income constitutes qualifying mortgage interest
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