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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: As soon
as practicable after the effective date of this Registration Statement.

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration number of the earlier effective registration statement for the same
offering. [ 1]

If this Form is a post-effective amendment filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ 1]

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATES AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (a),
MAY DETERMINE.

THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. WE MAY
NOT SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER
TO SELL THESE SECURITIES AND IS NOT SOLICITING AN OFFER TO BUY THESE SECURITIES
IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED , 2004
PROSPECTUS

(NYMT LOGO)

SHARES OF COMMON STOCK

We are a Maryland corporation newly formed to acquire The New York Mortgage
Company, LLC, or NYMC, a residential mortgage banking company. We expect to
qualify as a real estate investment trust, or REIT, under the Internal Revenue
Code of 1986, as amended, immediately following the closing of this offering and
will elect to be taxed as a REIT for our short taxable year beginning on the
business day before this offering closes and ending December 31, 2004.

This is our initial public offering. No public market currently exists for
our common stock. We are selling all of the common stock offered by this
prospectus. We currently expect the public offering price to be between $9.00
and $11.00 per share. We intend to apply to have our common stock listed on the
New York Stock Exchange under the symbol "NTR."
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SEE "RISK FACTORS" BEGINNING ON PAGE 11 OF THIS PROSPECTUS FOR CERTAIN RISK
FACTORS RELEVANT TO AN INVESTMENT IN OUR COMMON STOCK, INCLUDING, AMONG OTHERS:

- We may experience a decline in the market value of our assets due to rising
interest rates.

— A decrease in the demand for mortgage loans due to a period of rising interest
rates may adversely affect our earnings, which could negatively affect the
cash available for distribution to you.

— Our success will depend on our ability to obtain financing to leverage our
equity eight to 12 times.

- We intend to leverage our portfolio, which will exacerbate any losses we incur
on our planned investments and may reduce the cash available for distribution
to you.

- Interest rate fluctuations resulting in our interest expense exceeding our
interest income would result in operating losses for us and may limit or
eliminate our ability to make distributions to you.

- A prolonged economic slow down, a lengthy or severe recession or declining
real estate values could harm our operations.

— We have no operating history with respect to securitizing mortgage loans or
managing a portfolio of mortgage securities.

— Our success will partially depend on our ability to originate prime
adjustable-rate and hybrid mortgage loans for our portfolio.

— We may not be successful in qualifying as a REIT or maintaining our
qualification as a REIT for federal income tax purposes, in which case we
would be subject to federal income tax on our taxable income at regular
corporate rates, thereby reducing the amount of funds available for making
distributions to you.

— REIT distribution requirements could adversely affect our liquidity.

PER SHARE TOTAL
Public offering pPrice. ...ttt ittt ittt eeeeeeenennnnns S S
Underwriting discCoUnt. ... . u ittt ittt eeeeeeeeeeeneennnns S S
Proceeds, before expenses, LO US. ...ttt reeenneeeeeeenennnnns S S

We have granted the underwriters an option to purchase up to an additional
shares of common stock from us solely to cover over—-allotments, if
any, at the initial public offering price, less the underwriting discount,
exercisable within 30 days from the date of this prospectus.

In consideration of our acquisition of all of the ownership interests in
NYMC upon completion of this offering, we will issue 1,925,000 shares and
825,000 shares, respectively, of our common stock to Steven B. Schnall and one
of his affiliates and Joseph V. Fierro. Mr. Schnall is our co-chief executive
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officer and chairman of our board of directors and Mr. Fierro is the chief
operating officer of NYMC. NYMC also intends to make a cash distribution of
$2,500,000 in the aggregate to Messrs. Schnall and Fierro and their affiliates,
who together comprise all of the members of NYMC, immediately before completion
of this offering. The distribution is based on the estimated paid-in equity and
retained earnings of NYMC as of the anticipated closing date of this offering.
This amount represents the estimated amount of incremental net income for the
period from December 31, 2003 up to the anticipated closing date of this
offering.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

We expect that the shares of common stock to be sold in this offering will
be delivered on or around , 2004.

FRIEDMAN BILLINGS RAMSEY JPMORGAN
RBC CAPITAL MARKETS

The date of this prospectus is , 2004.
PROSPECTUS SUMMARY

This is only a summary and does not contain all of the information that you
should consider before investing in our common stock. You should read the entire
prospectus, including "Risk Factors" and our financial statements and related
notes appearing elsewhere in this prospectus, before deciding to invest in our
common stock. In this prospectus, unless the context suggests otherwise,
references to "our company," "we," "us" and "our" mean New York Mortgage Trust,
Inc., including its subsidiaries. NYMC refers to our subsidiary and predecessor,
The New York Mortgage Company, LLC. Unless indicated otherwise, the information
included in this prospectus assumes no exercise by the underwriters of the
over—-allotment option to purchase up to an additional shares of common
stock, and that the common stock to be sold in this offering is sold at $10.00
per share, which is the mid-point of the range indicated on the front cover of
this prospectus.

OVERVIEW

We are a Maryland corporation newly formed to acquire The New York Mortgage
Company, LLC, or NYMC, a residential mortgage banking company. Upon completion
of this offering and our acquisition of NYMC, we intend to build a leveraged
portfolio of residential mortgage loans comprised largely of prime
adjustable-rate mortgage loans that we originate, including adjustable-rate
loans that have an initial fixed-rate period, which we refer to as hybrid
mortgage loans. In addition, in the short term and from time to time in the
future, we intend to invest in mortgage-backed securities on a leveraged basis.
NYMC has originated, and we will continue to originate, mortgage loans of all
types, and although we do not have specific guidelines as to the relative
amounts of prime and non-prime mortgage loans that we can originate, we have a
particular focus on prime adjustable- and fixed-rate, first lien, residential
purchase mortgage loans. While the definition of a prime loan varies from
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institution to institution, we consider prime loans to be loans to borrowers
with strong credit profiles, which we evaluate by analyzing the borrower's
credit score, employment, income and assets and related documentation, the
amount of equity in and the value of the property securing the borrower's loan,
debt to income ratio, credit history, funds available for closing and
post-closing liquidity. NYMC has historically sold or brokered all of the loans
it has originated and has therefore historically relied on the underwriting
criteria of the institutions to which NYMC has sold its loans.

Following this offering, we intend to continue to originate mortgage loans
of all types through NYMC utilizing NYMC's historical origination strategy. NYMC
will become our taxable REIT subsidiary upon completion of this offering.
Generally, we intend to continue to sell the fixed-rate loans that we originate
to third parties, and to retain in our portfolio and finance a majority of the
adjustable-rate and hybrid mortgage loans that we originate. Our portfolio loans
will be held at the REIT level or by a qualified REIT subsidiary. Any
adjustable-rate and hybrid mortgage loans we originate that do not meet our
investment criteria or portfolio requirements will be sold to third parties. We
will rely on our own underwriting criteria with respect to the mortgage loans we
intend to retain and will continue to rely on the underwriting criteria of the
institutions to which we sell our loans with respect to the loans we intend to
sell.

While we are originating and building our portfolio of adjustable-rate and
hybrid mortgage loans, we intend to use a substantial portion of the proceeds of
this offering to purchase from one or more third parties on a leveraged basis
residential mortgage-backed securities guaranteed by a government sponsored
entity or rated investment grade by a nationally recognized statistical rating
agency. While we have not established and do not expect to establish a limit on
the amount of leverage we may incur, we expect to leverage our equity eight to
12 times. Our board of directors has adopted a policy pursuant to which we may
only invest a maximum of 7.5% of our assets in mortgage-backed securities that
are not guaranteed by a government sponsored entity or rated investment grade by
a nationally recognized statistical rating agency. Mortgage-backed securities
that are guaranteed by a government sponsored entity are not guaranteed by the
United States government. Over time, we expect that these securities will be
replaced by adjustable-rate and hybrid mortgage loans that we originate,
although we may continue to purchase securities from third parties. We believe
that our ability to use primarily mortgage loans that we originate

as the basis for our portfolio will enable us to build a portfolio that
generates a higher return than the returns realized by mortgage investors that
do not have their own origination capabilities, because mortgage investors that
do not have their own origination capabilities must purchase their mortgage
loans from third parties at higher premiums than NYMC's cost of originating the
mortgage loans that we will retain.

Historically, NYMC has financed its mortgage originations on a short-term
basis through a variety of warehouse lines of credit and repurchase facilities.
Subsequent to this offering, we will continue to use warehouse lines of credit
and repurchase facilities to fund NYMC's originations, and we will finance our
portfolio of mortgage loans with a combination of equity capital, repurchase
facilities and securitizations. Once we have built a large enough portfolio
comprised mainly of retained mortgage loans, we intend to securitize our
mortgage loans. We anticipate that the securitization transactions through which
we finance the adjustable-rate and hybrid mortgage loans that we retain will be
structured as financings for both tax and financial accounting purposes.
Therefore, we do not expect to generate a gain or loss on sale from these
activities, and, following the securitizations, the loans will remain on our
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consolidated balance sheet as assets with the securitization debt listed as a
liability.

We expect to qualify as a REIT under the Internal Revenue Code and will
elect to be taxed as a REIT for our short taxable year beginning on the business
day preceding the closing of this offering and ending December 31, 2004. As a
REIT, we generally will not be subject to federal income tax on the REIT taxable
income that we distribute to our stockholders, but the taxable income generated
by NYMC, our taxable REIT subsidiary following this offering, which will include
fee income on all loans we originate and gains and net interest income on all
loans we sell, will be subject to regular corporate income tax.

Currently, NYMC's core market is the tri-state area of New York, New Jersey
and Connecticut, one of the most densely populated regions in the United States,
which comprised approximately 93% of our loan originations, as measured by
principal balance, for the year ended December 31, 2003. To a lesser extent,
NYMC is presently doing business in a number of other states across the United
States, including California, Florida and Pennsylvania. NYMC is presently
licensed or authorized to do business in a total of 36 states, and license
applications are pending in several other states.

We believe that the substantial growth of NYMC's mortgage banking business
since its inception has resulted from its commitment to providing exemplary
service to its customers and its concentration on retail, referral-based,
mortgage banking to borrowers with strong credit profiles. Based on NYMC's past
experience and our knowledge of the mortgage industry, we believe that referrals
from realtors, attorneys, accountants and other professionals and business from
repeat customers tend to generate a higher percentage of purchase mortgage loan
applications than refinance applications as compared to the loan applications
generated by advertising and other mass marketing efforts. In the year ended
December 31, 2003, NYMC's purchase loan originations represented 50.2% of NYMC's
total residential mortgage loan originations as measured by principal balance,
as compared to an industry-wide percentage of 34% for one to four family
mortgage loans, according to the March 15, 2004 report of the Mortgage Bankers
Association of America, or MBAA. We believe that the market for mortgage loans
for home purchases is less susceptible than the refinance market to downturns
during periods of increasing interest rates, because borrowers seeking to
purchase a home do not generally base their decision to purchase on changes in
interest rates alone, while borrowers that refinance their mortgage loans often
make their decision as a direct result of changes in interest rates.
Consequently, while our referral-based marketing strategy may cause our overall
loan origination volume during periods of declining interest rates to lag our
competitors who rely on mass marketing and advertising and who therefore capture
a greater percentage of loan refinance applications during those periods, we
believe our strategy will enable us to sustain stronger home purchase loan
origination volumes than those same competitors during periods of flat to rising
interest rates. In addition, we believe that our referral-based business results
in relatively higher gross margins and lower advertising costs and loan
generation expenses than most other mortgage companies whose businesses are not
referral-based.

Our principal offices are located at 1301 Avenue of the Americas, New York,
New York 10019. Our telephone number is (212) 634-9400. Our web site addresses
are http://www.nymtrust.com and http://www.nymc.com. The information on our web
sites does not constitute a part of this prospectus.

OUR BUSINESS STRATEGY
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Our goal is to continue to grow the residential mortgage loan origination
business of NYMC and to build and manage a leveraged portfolio of prime
adjustable-rate and hybrid residential mortgage loans. We intend to execute our
strategy by:

— continuing to focus on originating prime residential mortgage loans
through NYMC that we believe can either be retained in our portfolio or
sold at a profit;

— focusing on maximizing our lending to home buyers rather than to home
owners seeking to refinance their mortgage loans, which we believe makes
our business less vulnerable to declines in loan origination volume
resulting from increases in interest rates;

— leveraging our portfolio to increase its size with the intent to enhance
our returns while at the same time managing the increased risk of loss
associated with this leverage;

— utilizing hedge strategies that we consider appropriate to minimize
exposure to interest rate changes; and

— expanding our retail mortgage banking business through hiring additional
loan officers, the opening of new retail branch offices in new markets
and selectively pursuing strategic acquisitions in the mortgage banking
industry.

OUR COMPETITIVE ADVANTAGES

We believe we enjoy several key competitive advantages that will enable us
to implement our business strategy. These competitive advantages include:

- our ability to use mortgage loans that we originate as the basis for our
portfolio, which we believe will enable us to build a portfolio that
generates a higher return than the returns realized by other mortgage
investors that do not have their own origination capabilities, because
mortgage investors that do not have their own origination capabilities
must purchase their mortgage loans from third parties at higher premiums
than NYMC's cost of originating the mortgage loans that we will retain;

— our extensive network of sources that generates recurring purchase loan
origination referrals;

- our ability to offer a broader range of mortgage loan products than most
of our competitors, including fixed-rate, adjustable-rate and hybrid
mortgage loans with varying total terms, allows us to meet the needs of a
wider variety of customers as compared to those of our competitors that
do not offer as many loan products;

- access to real time data and trends in the residential mortgage business
from NYMC, our mortgage loan originator; and

- a management team that includes experienced mortgage bankers and other
professionals.

SUMMARY RISK FACTORS
An investment in our common stock has risks. The "Risk Factors" section of
this prospectus contains a detailed discussion of the most important risks,

including the risks summarized below.

- we may experience a decline in the market value of our assets due to
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rising interest rates;

- a decrease in the demand for mortgage loans due to a period of rising
interest rates may adversely affect our earnings, which could negatively
affect the cash available for distribution to you;

— our success will depend on our ability to obtain financing to leverage
our equity;

- we intend to leverage our equity eight to 12 times, which will exacerbate
any losses we incur on our planned investments and may reduce the cash
available for distribution to you;

— interest rate fluctuations resulting in our interest expense exceeding
our interest income would result in operating losses for us and may limit
or eliminate our ability to make distributions to you;

- a prolonged economic slow down, a lengthy or severe recession or
declining real estate values could harm our operations;

- we have no operating history with respect to securitizing mortgage loans
or managing a portfolio of mortgage securities;

— our success will partially depend on our ability to originate prime
adjustable-rate and hybrid mortgage loans for our portfolio;

- we may not be successful in qualifying as a REIT or maintaining our
qualification as a REIT for federal income tax purposes, in which case we
would be subject to federal income tax on our taxable income at regular
corporate rates, thereby reducing the amount of funds available for
making distributions to you; and

— REIT distribution requirements could adversely affect our liquidity.
OUR MARKET OPPORTUNITY

The residential mortgage loan market is the largest consumer finance market
in the United States. According to the 1-to-4 Family Mortgage Originations,
1990-2002: Total, Refi Share and ARM Share, Annual, 1990 to 2002, Report, of the
Mortgage Bankers Association of America, or MBAA, lenders in the United States
originated more than $2.85 trillion in one to four family mortgage loans in
2002, while the March 15, 2004 Mortgage Finance Forecast of the MBAA estimated
that lenders originated approximately $3.81 trillion in 2003. In the March
forecast, the MBAA projects mortgage loan volumes to fall to $2.49 trillion in
2004 and $1.95 trillion in 2005, primarily attributable to an expected continued
decline in the volume of refinancing of existing loans relative to 2003. The
MBAA also projects that mortgage loan volume to home purchasers will increase
from $1.30 trillion in 2003 to $1.34 trillion in 2004 and to $1.36 trillion in
2005. While loan refinancings represented approximately 49.8% of our total loan
origination volume during the year ended December 31, 2003, our purchase loan
originations during that period as a percentage of our total loan originations
exceeded the industry average. We believe that our concentration on purchase
mortgage loan originations will cause our loan origination volume to be less
susceptible to the expected industry-wide decline in origination wvolume.

OUR UNDERWRITING PHILOSOPHY

The adjustable-rate and hybrid mortgage loans that we will retain will meet
underwriting criteria established by our management. Our underwriting philosophy
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is to analyze the overall creditworthiness of the borrower and evaluate
carefully the value of the property securing the loan, while matching risk and
price. In the past, virtually all of the loans that NYMC originated were sold to
large institutional investors, and NYMC relied on the underwriting criteria of
those investors in originating those loans. Going forward, we intend to continue
this practice with respect to the fixed-rate and other mortgage loans that we
will originate and sell through NYMC.

OUR MANAGEMENT

We intend to be a self-administered REIT. Our senior management team has
extensive experience in mortgage banking and investing in and managing
portfolios of residential mortgage loans and residential mortgage-backed
securities. Additionally, our chief financial officer has prior experience as a
publicly traded REIT chief financial officer. We believe this experience will
contribute significantly to our ability to provide an attractive risk-adjusted
return to our stockholders. Our senior management team is discussed in more
detail under "Management" beginning on page 80.

OUR HISTORY

NYMC was formed in 1998 as the result of a combination of New York Mortgage
Corp. and First Security Financial Services, Inc. Prior to 1998, New York
Mortgage Corp. was a retail mortgage brokerage founded in 1991 by Steven B.
Schnall. Prior to 1998, First Security Financial Services was a wholesale
mortgage banker founded in 1989 by Joseph V. Fierro. Since its inception in
1998, NYMC has achieved substantial year-over-year growth in loan volume,
revenues and profitability. New York Mortgage Trust, Inc. was formed as a
Maryland corporation in September 2003.

NYMC intends to make cash distributions to Steven B. Schnall and Joseph V.
Fierro and their respective affiliates, who together comprise all of the members
of NYMC, immediately before completion of this offering in an aggregate amount
equal to the estimated paid-in equity and retained earnings of NYMC as of the
closing date of this offering. The cash distribution will be made to the members
of NYMC pro rata in accordance with their respective ownership interests. We
anticipate that this cash distribution will equal approximately $2,500,000 in
the aggregate, although the actual amount of the distributions may be more or
less than this amount depending on NYMC's actual performance through closing.

OUR ACQUISITION OF NYMC

Upon completion of this offering, Messrs. Schnall and Fierro and their
affiliates will contribute all of the outstanding ownership interests in NYMC to
us and NYMC will become a wholly-owned taxable REIT subsidiary of ours. As
consideration for the contribution of their ownership interests in NYMC to us,
we will issue Messrs. Schnall and Fierro and their affiliates a total of
2,750,000 shares of our common stock (70% of which, or 1,925,000 shares, will be
issued to Mr. Schnall and his affiliate and 30% of which, or 825,000 shares,
will be issued to Mr. Fierro and his affiliate), of which 100,000 shares in the
aggregate will be held in escrow through December 31, 2004 and will be available
to satisfy any indemnification claims we may have against the contributors of
the NYMC membership interests under the contribution agreement between us and
the contributors during the escrow period for losses we incur as a result of
defaults on any of the residential mortgage loans originated by NYMC and closed
prior to the completion of this offering. The shares of common stock we issue to
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Messrs. Schnall and Fierro and their affiliates in exchange for their
contributed ownership interests in NYMC would be valued at $27,500,000 assuming
that our common stock is sold in this offering at $10.00 per share, which is the
mid-point of the range indicated on the front copy of this prospectus.

OUR REIT STATUS

As a REIT, we generally will not be subject to federal income tax on REIT
taxable income that we distribute to our stockholders, but taxable income
generated by NYMC, our taxable REIT subsidiary upon completion of this offering,
will be subject to regular corporate income tax. Under the Internal Revenue
Code, REITs are subject to numerous organizational and operational requirements,
including a requirement that they distribute at least 90% of their REIT taxable
income to their stockholders. If we fail to qualify for taxation as a REIT in
any year, our income will be taxed at regular corporate rates, and we may be
precluded from qualifying for treatment as a REIT for the four taxable years
following the year in which we failed to qualify. Even if we qualify as a REIT
for federal income tax purposes, we may still be subject to state and local
taxes on our income and property and to federal income and excise taxes on our
undistributed income.

DIVIDEND POLICY AND DISTRIBUTIONS

In order to qualify as a REIT, we must distribute to our stockholders at
least 90% of our REIT taxable income each year. To the extent that we distribute
at least 90%, but less than 100% of our REIT taxable income in a taxable year,
we will be subject to federal corporate income tax on our undistributed income.
In addition, if we fail to distribute an amount during each year equal to the
sum of 85% of our REIT ordinary income and 95% of our capital gain net income
for that year and any undistributed income from prior periods, we will be
subject to a 4% nondeductible excise tax on the excess of the required
distribution over the amount we actually distributed. See "Federal Income Tax
Consequences of Our

5
Status as a REIT —-- Requirements for Qualification -- Distribution
Requirements." Distributions to our stockholders will be treated as dividends to

the extent that we have current or accumulated earnings and profits. We intend
to make regular quarterly distributions to our stockholders so that we
distribute each year all or substantially all of our REIT taxable income so as
to avoid paying corporate income tax and excise tax on our earnings and to
qualify for the tax benefits accorded to REITs under the Internal Revenue Code.
Our REIT taxable income may exceed our cash available for distribution and the
requirement to distribute a substantial portion of our net taxable income could
cause us to:

- sell assets in adverse market conditions;
- borrow on unfavorable terms; or

— distribute amounts that would otherwise be invested in future
acquisitions, capital expenditures or repayment of debt

in order to comply with the REIT distribution requirements.

We expect to pay our first dividend following the end of the first full
fiscal quarter after completion of this offering.

Our ability to pay dividends to you will depend primarily on our receipt of

10
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interest and principal payments from our loans and mortgage-backed securities
and any distributions we receive from NYMC. As a taxable REIT subsidiary, NYMC
will be subject to regular corporate income tax on the taxable income that it
generates. We may cause NYMC to retain after-tax earnings or distribute all or a
portion of its after-tax earnings to us to the extent allowable under the REIT
provisions of the Internal Revenue Code. If NYMC distributes any of its
after-tax earnings to us, we will include that distributed amount in the
dividends we pay to our stockholders and, for domestic non-corporate taxpayers,
that portion of our dividends, unlike distributions of our REIT taxable income,
generally will be eligible to be taxed at the current 15% maximum marginal rate
for regular corporate dividends. We also have the authority to make a
distribution of capital or of assets. All distributions, however, must be
authorized by our board of directors.

If we are unable to successfully execute our business plan, we may not have
cash available to pay dividends.

STOCK EXCHANGE LISTING

We have applied to have our common stock listed on the New York Stock
Exchange under the symbol "NTR."

RESTRICTIONS ON OWNERSHIP OF OUR COMMON STOCK

In order to assist us in maintaining our qualification as a REIT under the
Internal Revenue Code, our charter contains restrictions on the number of shares
of our capital stock that a person may own. No person may acquire or hold,
directly or indirectly, in excess of 9.9% in value of the outstanding shares of
our capital stock. These ownership limits could delay, defer or prevent a
transaction or a change in control that might involve a premium price for our
common stock or otherwise be in your best interest. Our board of directors may,
in its sole discretion, waive the ownership limit with respect to a particular
stockholder if it is presented with evidence satisfactory to it that the
ownership of that stockholder will not then or in the future jeopardize our
status as a REIT. Our charter also prohibits certain cooperatives, governmental
entities and tax-exempt organizations that are exempt from the unrelated
business income tax from owning our stock because a tax could be imposed on us
if our shares are held by such entities and we own real estate mortgage
investment conduit, or REMIC, residual interests or, although the law is unclear
on the matter, an interest in a taxable mortgage pool. See "Description of
Capital Stock —-—- Restrictions on Ownership and Transfer" beginning on page 102.

THE OFFERING

Common stock offered.......... (1)

Common stock to be outstanding
after this offering........... (1) (2) (3)

Use of proceeds.......oovv... We intend to use the net proceeds of this

11
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Risk factors..................

Proposed New York Stock
Exchange symbol...............

offering, which are estimated to be
approximately $227.5 million, based on an
assumed initial public offering price of $10.00
per share, which is the mid-point of the range
set forth on the cover page of this prospectus,
and after deducting the underwriting discount
and estimated offering expenses payable by us
as follows:

- approximately $14.0 million to cause NYMC to
repay promissory notes in the amounts of
$11,432,550 and $2,274,352 plus accrued
interest to Messrs. Schnall and Fierro,
respectively, issued by NYMC on August 31,
2003, as amended and restated on December 23,
2003, and as further amended and restated on
February 26, 2004, and due no later than
April 30, 2004, that bear interest at an
annual rate of 3%, as distributions equal to
NYMC's paid-in equity and retained earnings
as of August 31, 2003;

— approximately $201.0 million to purchase on a
leveraged basis (likely eight to 12 times) an
initial portfolio of residential
mortgage-backed securities that are
guaranteed by a government sponsored entity
or rated investment grade by a nationally
recognized statistical rating agency; and

- approximately $12.5 million for general
corporate purposes, including working capital
and potential future acquisitions.

See "RISK FACTORS" beginning on page 11 and
other information included in this prospectus
for a discussion of the factors you should
consider carefully before deciding whether to
purchase our common stock.

We have applied to have our common stock listed
on the New York Stock Exchange under the symbol
"NTR."

(1) Assumes that the underwriters' over-allotment option to purchase up to an
additional shares will not be exercised.

(2) Includes 2,750,000 shares to be issued to Messrs. Schnall and Fierro and
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their affiliates as consideration payable to them by us in our acquisition
of NYMC, including 100,000 shares to be held in escrow through December 31,
2004 which will be available to satisfy any indemnification claims we may
have against the contributors of the NYMC membership interests under the
contribution agreement between us and the contributors during the escrow
period for losses we incur as a result of defaults on any of the residential
mortgage loans originated by NYMC and closed prior to the completion of this
offering.

(3) Includes 637,125 shares of common stock to be awarded by us upon completion
of this offering pursuant to our stock incentive plan to various members of
our senior management team and our board of directors. This number may be
increased by up to shares if and to the extent that the
underwriters exercise their over-allotment option in connection with this
offering. Excludes 1,436,625 shares of our common stock reserved for future
issuance under our stock incentive plan as restricted stock awards or upon
exercise of options. Of this amount, options to purchase a total of 726,500
shares of our common stock will be awarded to certain key employees upon
completion of this offering. These options will have an exercise price equal
to the initial public offering price of our common stock in this offering.
276,500 of these options will be fully vested upon grant and 450,000 options
will vest in one-third increments on the first, second and third
anniversaries of the closing date of this offering. The shares reserved for
future issuance under our stock incentive plan may be increased by up to

shares if the underwriters exercise their over-allotment option in
connection with this offering.

SELECTED HISTORICAL AND PRO FORMA
FINANCIAL DATA OF OUR COMPANY AND NYMC

You should read the following summary historical and pro forma financial
data in conjunction with our historical and unaudited pro forma consolidated
financial statements and related notes thereto and with "Management's Discussion
and Analysis of Financial Condition and Results of Operations," which are
included elsewhere in this prospectus.

The following table sets forth summary pro forma consolidated financial and
operating data on an unaudited pro forma consolidated basis for our company and
historical financial data for NYMC. The historical financial data reflects our
business strategy prior to the completion of this offering (see "Our Company"
beginning on page 58). Accordingly, our historical financial results will not be
indicative of our future performance (in part due to our expected strategy of
retaining on our balance sheet certain originated loans which will reduce the
number of loans we sell, causing our total gains on sale under generally
accepted accounting principles in the United States of America, or GAAP, to be
lower than we have historically recognized). We have not presented historical
financial information for New York Mortgage Trust because New York Mortgage
Trust was formed on September 26, 2003 and has not had any operations through
the period ended December 31, 2003, and because we believe that a discussion of
the historical results of New York Mortgage Trust would not be meaningful.

The summary historical balance sheet data as of December 31, 2003, 2002 and
2001 of NYMC and summary statement of operations data for the years ended
December 31, 2003, 2002 and 2001 of NYMC have been derived from the historical
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financial statements of NYMC audited by Deloitte & Touche LLP,

auditors,
prospectus.

2000 and 1999 and for the years ended December 31,

our independent

whose report with respect thereto is included elsewhere in this
The selected historical financial information as of December 31,

2000 and 1999, have been

derived from the unaudited financial statements of NYMC.

Our unaudited summary pro forma consolidated financial statements as of and

for the year ended December 31, 2003 assume,

as of the beginning of the period

presented for the operating data and as of the stated date for the balance sheet

data,
and the application of the net proceeds,
or as otherwise factually supportable,

the completion of our acquisition of NYMC,
to the extent discernable,
as described in

the completion of this offering
contractual
"Use of Proceeds."

As the execution of our business plan is contingent upon the completion of

this offering,

it is assumed that the available net proceeds from this offering

are held as cash for purposes of this pro forma presentation and not invested in
mortgage loans and mortgage-backed securities on a leveraged basis as

contemplated by our business plan.

As a result,

our unaudited pro forma

financial data is not indicative of what our actual financial position and
results of operations would have been as of the date and for the periods
indicated had this offering and our acquisition of NYMC actually been completed
at the beginning of the periods covered by the pro forma financial statements,
nor does it purport to represent our future financial position or results of

operations.

SELECTED FINANCIAL DATA AS OF AND FOR THE PERIODS ENDED

(DOLLARS IN THOUSANDS,

OPERATING DATA:

Revenues:

Gains on sales of mortgage loanS..............
Revenue from brokered loans............cceee...
Interest 1NCOME. ...ttt it i ittt e
MiSCEllanEOUS .. ¢t vttt ettt eee e eeneeeeeeeenns

Total XeVEeNUES. .ttt ittt eeeeennnas
Salaries, commission, and related expenses....
Cost of brokered loanS........oueeiieeeeennnenn.
Interest eXpPensSe. ... ittt ittt ittt ittt
General and administrative expenses...........

TOLAl EXPENSE S e i vttt ettt ee e et eeaeeeeeeeenns

Income before provision for income taxes......
INCOmME LaAXES . it ittt ittt tie ittt eneenns

Net 1nCOmMe. o i ittt ittt e et e e ettt

EXCEPT PER SHARE AMOUNTS)

YEAR ENDED DECEMBER 31,

PRO FORMA (1) HISTORICAL HISTC
2003 2003 2002 2001

$ 23,031 $ 23,031 $ 9,858 $ 6,429
6,682 6,682 5,241 3,749

7,610 7,610 2,986 1,570

45 45 15 48

37,368 37,368 18,100 11,796
13,308 9,247 5,788 3,644
3,733 3,734 2,992 2,174

3,119 3,266 1,673 1,289

7,762 7,395 3,897 2,808
27,922 23,642 14,350 9,915
9,446 13,726 3,750 1,881

4,178 - - -

$ 5,268 $ 13,726 S 3,750 s 1,881
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Pro forma basic income per share(3)........... S —= —= —=
Pro forma diluted income per share(3)......... S —— —— ——
Pro forma weighted average common stock

outstanding —— basic(4) ..., —= —= —=
Pro forma weighted average common stock

outstanding —— diluted(4) .....cvviiiii... —= —= —=
BALANCE SHEET DATA:
Cash and equivalents.....c.u it iinnneeeeeennnnn S 217,390 $ 3,899 S 2,746 $ 1,549
Loans held for sale......uuiin it teeeneenennn 36,258 36,258 34,039 9,894
Due from loan puUrChasSersS.......ceeeeeeeeennnenns 58,862 58,862 40,621 20,707
Total assets. ..ttt 23,573 110,081 83,004 34,561
Financing arrangementsS........ccouoeieeeeennnnn. 90,425 90,425 73,016 29,705
Subordinated notes due to members............. 0 14,707 0 0
Total liabilities........iiiiiiiiiiniinnnnnn. 95,701 110,555 76,504 30,891
Equity (deficit) ......ouiiiiiiiiiiiinnnenn 27,872 (474) 6,500 3,670
OTHER DATA:
Purchase originations........eiiieieeeeeennnnn - $ 803,446 $469,404 $374,454
Refinancing originations...............ccoo... - 796,879 407,827 209,748

Total originations........oieiii i eennnnn. - $1,600,325 $877,231 $584,202
Fixed-rate originations...........ieeeeeennn.. - $ 890,172 $518,382 $398,056
Adjustable-rate originations.................. - 710,153 358,849 186,146

Total originations........eiiiiiieenennnnn. - $1,600,325 $877,231 $584,202
Weighted average middle credit score.......... - 717 724 721
Total MOrtgage SaleS ... vi e e e e e eeeeeeeneeennnns - $1,234,848 $633,223 $404,470
Brokered originations........eiiiiieeeeennnnn - $ 365,477 $244,008 $179,732
Weighted average whole loan sales price over

= - 1.75% 1.52% 1.37%
Operating expense as a percent of total loans

originated(5) « v vttt e e - 1.25% 1.41% 1.45%
Return on average assets(6) ....cuoueeeeeeeennnenn. —— 14.2% 6.4% 8.0%
Number of branches at period end.............. - 15 13 7
Number of employees at period end............. - 335 184 147

(1) As the execution of our business plan is contingent upon the completion of
this offering, it is assumed that the available net proceeds from this
offering are held as cash for purposes of this pro forma presentation rather
than invested in mortgage loans and mortgage-backed securities on a
leveraged basis as contemplated by our business plan. Other significant
differences in our contemplated business plan versus the pro forma
presentation include the retention by us of a portion of the loans
originated by NYMC, which have historically been sold to third party
investors and are a significant source of

SELECTED FINANCIAL DATA AS OF AND FOR THE PERIODS ENDED -- (CONTINUED)
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

NYMC's historical revenues. In addition, retention of these loans by us
would generate additional qualifying interest income for purposes of the
REIT gross income tests that would not be subject to corporate income tax,
but would be subject to the REIT distribution requirements. As our
contemplated business plan assumes that NYMC will be a taxable REIT
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subsidiary, the pro forma analysis indicates pro forma net income taxed at
statutory federal and state corporate tax rates. As a result, our pro forma
financial data is not indicative of what our actual financial position and
results of operations would have been as of the date and for the periods
indicated had this offering and our acquisition of NYMC actually been
completed at the beginning of the periods covered by the pro forma financial
statements, nor does it purport to represent our future financial position
or results of operations.

(2) Although NYMC was formed in 1998, its financial operations did not begin
until the first quarter of 1999 when it became licensed to perform mortgage
banking and brokerage activities.

(3) Pro forma basic and diluted income per share are computed assuming this
offering was consummated as of the first day of the period presented.

(4) Does not include 100,000 shares of common stock that will be held in escrow
through December 31, 2004 and will be available to satisfy any
indemnification claims we may have against the contributors of the NYMC
membership interests under the contribution agreement between us and the
contributors during the escrow period for losses we incur as a result of
defaults on any of the residential mortgage loans originated by NYMC and
closed prior to the completion of this offering.

(5) Total operating expenses (total expenses excluding interest expense and
depreciation and amortization expenses) divided by total originations, as
measured by principal balance.

(6) Return on average assets has been calculated by dividing net income for each
respective period by the average of beginning and ending total assets for
such period.

10

RISK FACTORS

You should carefully consider the risks described below, together with all
of the other information included in this prospectus, before you decide to
purchase our securities. Investing in our common stock involves a high degree of
risk. Any of the following factors could harm our business and future results of
operations and could result in a partial or complete loss of your investment.

RISKS RELATED TO OUR BUSINESS
WE MAY EXPERIENCE A DECLINE IN THE MARKET VALUE OF OUR ASSETS.

The market value of the interest-bearing assets we plan to acquire, most
notably mortgage-backed securities and originated or purchased residential
mortgage loans and any related hedging instruments, may move inversely with
changes in interest rates. We anticipate that increases in interest rates will
tend to decrease our net income. A decline in the market value of our
investments may limit our ability to borrow or result in lenders requiring
additional collateral or initiating margin calls under our reverse repurchase
agreements. As a result, we could be required to sell some of our investments
under adverse market conditions in order to maintain ligquidity. If such sales
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are made at prices lower than the amortized costs of such investments, we will
incur losses. A default under our reverse repurchase agreements could also
result in the liquidation of the underlying investments used as collateral and
result in a loss equal to the difference between the value of the collateral and
the amount owed under our reverse repurchase agreements.

A DECREASE IN THE DEMAND FOR MORTGAGE LOANS DUE TO A PERIOD OF RISING INTEREST
RATES MAY ADVERSELY AFFECT OUR EARNINGS, WHICH COULD NEGATIVELY AFFECT THE
CASH AVAILABLE FOR DISTRIBUTION TO YOU.

Rising interest rates generally reduce the demand for consumer credit,
including mortgage loans. Interest rates have been at relatively low levels in
recent years. The Mortgage Bankers Association of America has predicted that
residential mortgage loan originations will decrease in 2004 and 2005 primarily
due to an anticipated decrease in refinancings. In a period of rising interest
rates, we expect to originate and sell fewer loans. Accordingly, a period of
rising interest rates would adversely affect our business, revenues and results
of operations, which could adversely affect the amount of cash available for
distribution to you.

OUR SUCCESS WILL PARTIALLY DEPEND ON OUR ABILITY TO ORIGINATE PRIME
ADJUSTABLE-RATE AND HYBRID MORTGAGE LOANS FOR OUR PORTFOLIO.

We intend to build a portfolio of prime adjustable-rate and hybrid mortgage
loans that will, over time, be comprised primarily of mortgage loans that we
originate through NYMC. This source of mortgage loans is a key part of our
strategy. During the year ended December 31, 2003, approximately 33.3% of our
mortgage loan originations, as measured by principal balance, were
adjustable-rate and hybrid loans of a type that will be eligible to be included
in our portfolio, although a portion of these loans would not have met our
investment criteria for retention in our portfolio.

If NYMC is not able to originate prime adjustable-rate and hybrid mortgage
loans that meet our investment criteria in the volume we expect, the time
required for, and the cost associated with, building our portfolio may be
greater than expected, which could have an adverse effect on our results of
operations and our ability to make distributions to you.

OUR SUCCESS WILL DEPEND ON OUR ABILITY TO OBTAIN FINANCING TO LEVERAGE OUR
EQUITY.

If we are limited in our ability to leverage our assets, the returns on our
portfolio may be harmed. A key element of our strategy is our intention to use
leverage to increase the size of our portfolio in an attempt to enhance our
returns. We intend to leverage our equity eight to 12 times through the use of
reverse repurchase agreements and other borrowings. Our reverse repurchase
agreements are not currently committed facilities, meaning that the
counterparties to these agreements may at any time choose to restrict or
eliminate our future access to the facilities and we have no other committed
credit facilities through which we may leverage our equity. If we are unable to
leverage our equity to the extent we
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currently anticipate, the returns on our portfolio could be diminished, which
may limit or eliminate our ability to pay dividends to you.

WE INTEND TO LEVERAGE OUR EQUITY EIGHT TO 12 TIMES, WHICH WILL EXACERBATE ANY
LOSSES WE INCUR ON OUR PLANNED INVESTMENTS AND MAY REDUCE CASH AVAILABLE FOR
DISTRIBUTION TO YOU.
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We intend to leverage our equity through borrowings, generally through the
use of reverse repurchase agreements, bank credit facilities, securitizations,
including the issuance of collateralized debt securities, which are obligations
issued in multiple classes secured by an underlying portfolio of securities, and
other borrowings. The amount of leverage we incur will vary depending on our
ability to obtain credit facilities and our lenders' estimates of the value of
our portfolio's cash flow. The return on our investments and cash available for
distribution to you may be reduced to the extent that changes in market
conditions cause the cost of our financing to increase relative to the income
that can be derived from the assets we hold in our portfolio. Further, the
leverage on our equity may exacerbate any losses we incur.

Our debt service payments will reduce the net income available for
distributions to you. We may not be able to meet our debt service obligations
and, to the extent that we cannot, we risk the loss of some or all of our assets
to foreclosure or sale to satisfy our debt obligations. We intend to use
leverage through repurchase agreements. A decrease in the value of the assets
may lead to margin calls which we will have to satisfy. We may not have the
funds available to satisfy any such margin calls. We have a target overall
leverage amount of eight to 12 times our equity, but there is no limitation on
our leverage ratio or on the aggregate amount of our borrowings.

THE TERMS OF OUR WAREHOUSE CREDIT FACILITIES AND REVERSE REPURCHASE AGREEMENTS
RESTRICT OUR ABILITY TO PAY DIVIDENDS IN SITUATIONS WHERE WE ARE NOT CURRENTLY
IN COMPLIANCE WITH CERTAIN FINANCIAL AND OTHER COVENANTS.

The terms of our warehouse credit facilities and reverse repurchase
agreements contain a number of restrictive financial and other covenants that,
among other things, require us to maintain a minimum ratio of total liabilities
to tangible net worth, minimum levels of tangible net worth, liquidity and
stockholders' equity and maximum leverage ratios, as well as to comply with
applicable regulatory and other requirements. These facilities and agreements
may restrict our ability to pay any dividends to you if we are not in compliance
with the covenants.

OUR MORTGAGE LOAN ORIGINATIONS HISTORICALLY HAVE BEEN CONCENTRATED IN SPECIFIC
GEOGRAPHIC REGIONS AND ANY ADVERSE MARKET OR ECONOMIC CONDITIONS IN THOSE
REGIONS MAY HAVE A DISPROPORTIONATELY ADVERSE EFFECT ON THE ABILITY OF OUR
CUSTOMERS TO MAKE THEIR LOAN PAYMENTS.

Our mortgage loan originations have been and may in the future be
concentrated in specific geographic regions. For example, for the year ended
December 31, 2003, approximately 93% of our residential mortgage loans, as
measured by principal balance, were originated with borrowers located in New
York, New Jersey and Connecticut. Adverse market or economic conditions in a
particular region may disproportionately increase the risk that borrowers in
that region are unable to make their mortgage payments. In addition, the market
value of the real estate securing those mortgage loans could be adversely
affected by adverse market and economic conditions in that region. Any sustained
period of increased payment delinquencies, foreclosures or losses caused by
adverse market or economic conditions in that geographic region could adversely
affect both our net interest income from loans in our portfolio as well as our
ability to originate, sell and securitize loans, which would significantly harm
our revenues, results of operations, financial condition, business prospects and
our ability to make distributions to you.

FAILURE TO SUCCEED IN NEW GEOGRAPHIC MARKETS MAY LIMIT OUR GROWTH AND COULD
ADVERSELY AFFECT OUR PROFITABILITY.

As of December 31, 2003, NYMC operated 15 retail lending offices in seven
different states and was licensed or authorized to do business in 36 different
states. However, as of December 31, 2003, approximately 93% of NYMC's
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residential mortgage loans, as measured by principal balance, were originated

12

in just three states, New York, New Jersey and Connecticut. NYMC has
historically, and we will continue to, concentrate on retail, referral-based,
mortgage loans to borrowers with strong credit profiles. As part of our business
plan, we intend to expand our loan origination network and business in
geographic areas in which we may have little or no prior operating experience,
in which our referral-based loan origination network may be insufficiently
developed and in which it may be difficult to recruit experienced loan officers.
Accordingly, we cannot assure you that we will be successful in expanding our
loan origination network in these geographic areas, the failure of which could
significantly limit our growth and cause us to incur costs greater than those
incurred in other areas, which may adversely affect our profitability.

INTEREST RATE FLUCTUATIONS MAY CAUSE LOSSES.

We expect our primary interest rate exposure to relate to our mortgage
loans, mortgage-backed securities and variable-rate debt, as well as the
interest rate swaps and caps that we intend to utilize for risk management
purposes. Changes in interest rates may affect our net interest income, which is
the difference between the interest income we earn on our interest-earning
investments and the interest expense we incur in financing these investments.
Changes in the level of interest rates also can affect our ability to originate
or acquire mortgage loans or mortgage-backed securities, the value of our assets
and our ability to realize gains from the sale of such assets. In a period of
rising interest rates, our interest expense could increase while the interest we
earn on our assets would not change as rapidly. This would adversely affect our
profitability.

Our operating results will depend in large part on differences between
income received from our assets, net of credit losses, and our financing costs.
We anticipate that in most cases, for any period during which our assets are not
match-funded, the income from such assets will adjust more slowly to interest
rate fluctuations than the cost of our borrowings. Consequently, changes in
interest rates, particularly short-term interest rates, may significantly
influence our net income. We anticipate that increases in interest rates will
tend to decrease our net income. Interest rate fluctuations resulting in our
interest expense exceeding our interest income would result in operating losses
for us and may limit or eliminate our ability to make distributions to you.

A PROLONGED ECONOMIC SLOWDOWN, A LENGTHY OR SEVERE RECESSION OR DECLINING REAL
ESTATE VALUES COULD HARM OUR OPERATIONS.

We believe the risks associated with our business will be more acute during
periods of economic slowdown or recession if these periods are accompanied by
declining real estate values. Declining real estate values will likely reduce
our level of new mortgage loan originations, since borrowers often use increases
in the value of their existing home to support the refinancing of their existing
mortgage loans or the purchase of new homes at higher levels of borrowings.
Further, declining real estate values significantly increase the likelihood that
we will incur losses on our loans in the event of default. Any sustained period
of increased payment delinquencies, foreclosures or losses could adversely
affect both our net interest income from loans in our portfolio as well as our
ability to originate, sell and securitize loans, which would significantly harm
our revenues, results of operations, financial condition, business prospects and
our ability to make distributions to you.

WE HAVE NO OPERATING HISTORY WITH RESPECT TO SECURITIZING MORTGAGE LOANS OR
MANAGING A PORTFOLIO OF MORTGAGE SECURITIES, WHICH LIMITS YOUR ABILITY TO
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EVALUATE A KEY COMPONENT OF OUR BUSINESS STRATEGY AND OUR GROWTH PROSPECTS AND
INCREASES YOUR INVESTMENT RISK.

Historically, NYMC's business has consisted of the origination and sale of
mortgage loans of all types, with a particular focus on prime adjustable- and
fixed-rate, first lien, residential purchase mortgage loans. In the future, we
intend to build a leveraged portfolio of residential mortgage loans comprised
largely of prime adjustable-rate mortgage loans that we originate, including
hybrid adjustable-rate loans that have an initial fixed-rate period, while
continuing, generally, to sell the fixed-rate loans that we originate to third
parties. In addition, we intend to invest in mortgage-backed securities on a
leveraged basis. Although certain members of our senior management team have
past experience in mortgage banking and investing in and managing portfolios of
residential mortgage loans and mortgage-backed securities, we have no prior
history with respect to securitizing mortgage loans or managing a portfolio of
mortgage securities. Our
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ability to complete securitizations in the future on favorable terms will depend
upon a number of factors, including the experience and ability of our management
team, conditions in the securities markets generally, conditions in the
mortgage-backed securities market specifically, the performance of our portfolio
of securitized loans and our ability to obtain leverage. In addition, poor
performance of any pool of loans we do securitize could increase the expense of
any subsequent securitization we bring to market. Accordingly, a decline in the
securitization market or a change in the market's demand for our securities
could have a material adverse effect on our results of operations, financial
condition and business prospects. If we are unable to securitize efficiently the
adjustable-rate and hybrid mortgage loans that we originate and that we may
invest in from time to time, then our revenues for the duration of our
investment in those loans would decline, which would lower our earnings for the
time the loans remain in our portfolio. We cannot assure you that we will be
able to complete loan securitizations in the future on favorable terms, or at
all.

LOAN PREPAYMENT RATES MAY INCREASE, ADVERSELY AFFECTING YIELDS ON OUR PLANNED
INVESTMENTS.

The value of the assets we plan to acquire may be affected by prepayment
rates on mortgage loans. Prepayment rates on mortgage loans are influenced by
changes in current interest rates and a variety of economic, geographic and
other factors beyond our control, and consequently, such prepayment rates cannot
be predicted with certainty. In periods of declining mortgage loan interest
rates, prepayments on mortgage loans generally increase. If general interest
rates decline as well, the proceeds of such prepayments received during such
periods are likely to be reinvested by us in assets with lower yields than the
yields on the assets that were prepaid. In addition, the market value of any
mortgage assets may, because of the risk of prepayment, benefit less than other
fixed-income securities from declining interest rates. Conversely, in periods of
rising interest rates, prepayments on mortgage loans generally decrease, in
which case we would not have the prepayment proceeds available to invest in
assets with higher yields. Under certain interest rate and prepayment scenarios,
we may fail to recoup fully our cost of acquisition of certain investments.

THE MORTGAGE LOANS WE MAY INVEST IN AND THE MORTGAGE LOANS UNDERLYING THE
MORTGAGE-BACKED SECURITIES WE MAY INVEST IN ARE SUBJECT TO RISKS OF
DELINQUENCY, FORECLOSURE AND LOSS, WHICH COULD RESULT IN LOSSES TO US.

Residential mortgage loans are secured by residential properties and are
subject to risks of delinquency and foreclosure, and risks of loss. The ability
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of a borrower to repay a loan secured by residential property typically is
dependent primarily upon the income or assets of the borrower. In addition, the
ability of the borrower to repay its mortgage loan may be affected by, among
other things: property location and condition, competition and demand for
comparable properties, changes in zoning laws for the property or its
surrounding area, environmental contamination at the property, the occurrence of
any uninsured casualty at the property, changes in national, regional or local
economic conditions, declines in regional or local real estate values, increases
in interest rates, real estate tax rates, changes in governmental rules,
regulations and fiscal policies, including environmental legislation, acts of
God, terrorism, social unrest and civil disturbances.

In the event of any default under a mortgage loan held directly by us, we
will bear a risk of loss of principal to the extent of any deficiency between
the value of the collateral that we can realize upon foreclosure and sale and
the principal and accrued interest of the mortgage loan, which could have a
material adverse effect on our cash flow from operations and could limit the
amount we have available for distribution to you. In the event of the bankruptcy
of a mortgage loan borrower, the mortgage loan to such borrower will be deemed
to be secured only to the extent of the value of the underlying collateral at
the time of bankruptcy (as determined by the bankruptcy court), and the lien
securing the mortgage loan will be subject to the avoidance powers of the
bankruptcy trustee or debtor-in-possession to the extent the lien is
unenforceable under state law. Foreclosure of a mortgage loan can be an
expensive and lengthy process that can have a substantial negative effect on our
originally anticipated return on the foreclosed mortgage loan. Residential
mortgage-backed securities evidence interests in or are secured by pools of
residential mortgage loans. Accordingly, the mortgage-backed securities we plan
to invest in are subject to all of the risks of the underlying mortgage loans.
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OUR SUCCESS WILL DEPEND ON OUR SELECTION OF INVESTMENTS AND A DELAY IN
INVESTING FUNDS MAY CAUSE A DELAY IN OUR ABILITY TO DELIVER RETURNS TO
INVESTORS.

We have not yet identified an initial portfolio of the residential
mortgage-backed securities to be purchased with the available net proceeds of
this offering. Therefore, there could be a delay between the time you invest in
shares and the time all of the available net proceeds are invested by us. This
could cause a substantial delay in the time it takes for your investment to
realize its full potential return or any return at all. In addition, you will
have no opportunity to evaluate the terms of investments or other economic or
financial data concerning our investments that are not described in this
prospectus. You must rely entirely on our future investment selection.

WE WERE INCORPORATED IN SEPTEMBER 2003 AND HAVE A LIMITED OPERATING HISTORY.

NYMC, our mortgage banking operation subsidiary following completion of
this offering, has a substantial operating history, but we were not formed until
September 2003 and will have had no operations prior to the completion of this
offering. We are relying on capital raised in this offering to fund our initial
investments in retained mortgage loans and residential mortgage-backed
securities. As a result, we have no history managing a portfolio of mortgage
loans or mortgage-backed securities for you to determine the likelihood of our
achieving our investment objectives. The results of our operations will depend
on many factors, including:

— the availability of opportunities for the acquisition of assets;

- our ability to originate prime adjustable-rate and hybrid mortgage loans
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for our portfolio;
- the level and volatility of interest rates;
— readily accessible short- and long-term funding;
— conditions in the financial markets; and
— general economic conditions.

Our failure to invest the available net proceeds of this offering in loans and
securities meeting our investment criteria could diminish our returns and have
an adverse effect on our ability to make distributions to you.

WE RELY ON KEY PERSONNEL WITH LONG-STANDING BUSINESS RELATIONSHIPS, THE LOSS
OF ANY OF WHOM COULD IMPAIR OUR ABILITY TO SUCCESSFULLY OPERATE.

Our future success depends, to a significant extent, on the continued
services of Steven B. Schnall, our chairman of the board and co-chief executive
officer, David A. Akre, our co-chief executive officer, Raymond A.
Redlingshafer, Jr., our president and chief investment officer and other key
members of our senior management team. In particular, the extent and nature of
the relationships that these individuals have developed with financial
institutions and existing and prospective mortgage loan origination channels is
critically important to the success of our business. Although we have employment
agreements with Mr. Schnall and other key executives, these executives may not
remain employed with us. We do not maintain key person life insurance on any of
our officers. The loss of services of one or more members of our senior
management team could harm our business and our prospects.

THE VALUATION OF NYMC WAS DETERMINED BETWEEN MANAGEMENT AND THE UNDERWRITERS.

The valuation of NYMC, and, as a result, the number of shares of our common
stock to be issued and cash, if any, to be paid to the principals of NYMC,
Messrs. Schnall and Fierro, as consideration for our acquisition of NYMC, was
determined jointly by Messrs. Schnall and Fierro and the underwriters. No
third-party valuations or appraisals were obtained in determining this
valuation. As a result, the wvaluation of NYMC does not represent an arms-length
transaction, and may not be indicative of NYMC's actual fair market value.
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OUR DIRECTORS WILL APPROVE BROAD INVESTMENT GUIDELINES FOR US AND WILL NOT
APPROVE EACH INVESTMENT WE MAKE.

We will be authorized by our board of directors to invest in accordance
with broad investment guidelines. Our board of directors will periodically
review our investment guidelines and our portfolio. However, our board of
directors will not review each proposed investment. In addition, in conducting
periodic reviews, our directors will rely primarily on information provided to
them by our executive officers. Furthermore, transactions entered into by us may
be difficult or impossible to unwind by the time they are reviewed by our
directors. We will have substantial discretion within the broad investment
guidelines in determining the types of assets we may decide are proper
investments for us.

WE MAY CHANGE OUR INVESTMENT STRATEGY WITHOUT YOUR CONSENT, WHICH MAY RESULT
IN OUR INVESTING IN RISKIER INVESTMENTS THAN OUR CURRENTLY PLANNED
INVESTMENTS.

We may change our investment strategy at any time without the consent of
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our stockholders, which could result in our making investments that are
different from, and possibly riskier than, the investments described in this
prospectus. A change in our investment strategy may increase our exposure to,
among other things, credit risk, interest rate risk and real estate market
fluctuations.

OUR HEDGING TRANSACTIONS MAY LIMIT OUR GAINS OR RESULT IN LOSSES.

We intend to use derivatives, primarily interest rate swaps and caps, to
hedge our liabilities and this has certain risks, including the risk that losses
on a hedging transaction will reduce the amount of cash available for
distribution to you and that such losses may exceed the amount invested in such
instruments. Our board of directors will adopt a general policy with respect to
the use of derivatives, which will generally allow us to use derivatives when we
deem appropriate for risk management purposes, but does not set forth specific
guidelines. To the extent consistent with maintaining our status as a REIT, we
may use derivatives, including interest rate swaps and caps, options, term
repurchase contracts, forward contracts and futures contracts, in our risk
management strategy to limit the effects of changes in interest rates on our
operations. However, a hedge may not be effective in eliminating the risks
inherent in any particular position. Our profitability may be adversely affected
during any period as a result of the use of derivatives in a hedging
transaction.

WE MAY BE REQUIRED TO REPURCHASE MORTGAGE LOANS THAT WE HAVE SOLD OR TO
INDEMNIFY HOLDERS OF OUR MORTGAGE-BACKED SECURITIES.

If any of the mortgage loans that we originate and sell, or that we pledge
to secure mortgage-backed securities that we issue in our securitizations, do
not comply with the representations and warranties that we make about the
characteristics of the loans, the borrowers and the properties securing the
loans, we may be required to repurchase those loans in the case of the loans
that we have sold, or replace them with substitute loans or cash in the case of
securitized loans. If this occurs, we may have to bear any associated losses
directly. In addition, in the case of loans that we have sold, we may be
required to indemnify the purchasers of such loans for losses or expenses
incurred as a result of a breach of a representation or warranty made by us.
Repurchased loans typically require an allocation of working capital to carry on
our books, and our ability to borrow against such assets is limited, which could
limit the amount by which we can leverage our equity. Any significant
repurchases or indemnification payments could significantly harm our cash flow
and results of operations and limit our ability to make distributions to you.

WE MAY BE SUBJECT TO LOSSES DUE TO FRAUDULENT AND NEGLIGENT ACTS ON THE PART
OF LOAN APPLICANTS, MORTGAGE BROKERS, OTHER VENDORS AND OUR EMPLOYEES.

When we originate mortgage loans, we rely upon information supplied by
borrowers and other third parties, including information contained in the
applicant's loan application, property appraisal reports, title information and
employment and income documentation. If any of this information is
misrepresented or falsified and if we do not discover it prior to funding a
loan, the actual value of such loan may be
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significantly lower than anticipated. As a practical matter, we generally bear
the risk of loss associated with a misrepresentation whether it is made by the
loan applicant, the mortgage broker, another third party or one of our
employees. A loan subject to a material misrepresentation is typically
unsaleable or is subject to repurchase or substitution if it is sold or
securitized prior to detection of the misrepresentation. Although we may have
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rights against persons and entities who made or knew about the
misrepresentation, those persons and entities may be difficult to locate, and it
is often difficult to collect any monetary losses from them that we may have
suffered.

In addition, for the year ended December 31, 2003, with respect to
approximately 36% of the mortgage loans we originated, as measured by principal
balance, we received less than full documentation of the borrower's income
and/or assets. In those cases, we base our credit decision on the borrower's
credit score and credit history, the value of the property securing the loan and
the effect of the loan on the borrower's debt service requirements. We believe
that there is a higher risk of default on loans where there is less than full
documentation of the borrower's income and/or assets.

OUR PAST OPERATING RESULTS HAVE OCCURRED DURING A PERIOD OF RAPID GROWTH FOR
THE RESIDENTIAL MORTGAGE INDUSTRY AND PRIOR TO THE IMPLEMENTATION OF OUR NEW
BUSINESS STRATEGY AND, AS A RESULT, MAY NOT BE INDICATIVE OF OUR FUTURE
OPERATING RESULTS.

NYMC's growth rate has benefited from low interest rates and a long period
of economic growth. NYMC's net income grew by more than 266.8% between the
beginning of 2000 and the end of 2002, and by 360.5% for the year ended December
31, 2003 as compared to the same period in 2002. We do not know whether these
favorable conditions will continue. Due to stable and decreasing interest rates
over recent years, NYMC's historical performance may not be indicative of
results in a rising interest rate environment, and our results of operations may
be materially adversely affected if interest rates rise. In addition, NYMC's
recent and rapid growth may distort some of its ratios and financial statistics
and our change in business strategy to include the development of a portfolio of
mortgage loans and mortgage-backed securities will make period-to-period
comparisons difficult. In light of this growth and change in business strategy,
NYMC's historical performance and operating and origination data may be of
little relevance in predicting our future performance.

IF WE DO NOT MANAGE OUR GROWTH EFFECTIVELY, OUR FINANCIAL PERFORMANCE COULD BE
HARMED.

In recent years, NYMC has experienced rapid growth that has placed pressure
on NYMC's management, administrative, operational and financial infrastructure.
If we experience rapid growth similar to NYMC, we may experience those same
pressures. As of March 10, 2004, NYMC had grown to employ approximately 472
people, many of whom have limited experience with NYMC and a limited
understanding of our systems and controls. An increase in the size of our
operations may make it more difficult for us to ensure that we originate quality
loans. We will need to attract and hire additional loan officers and management
personnel in a competitive hiring environment to expand our business and, at the
same time, continue to upgrade and expand our financial, operational and
managerial systems and controls. We cannot assure you that we will be able to
meet our capital needs, expand our systems effectively, allocate our human
resources optimally nor identify and hire qualified employees. The failure to
manage our growth effectively may significantly harm our business, financial
condition, liquidity and profitability.

WE FACE INTENSE COMPETITION THAT COULD ADVERSELY AFFECT OUR MARKET SHARE AND
OUR REVENUES.

We face intense competition from finance and mortgage banking companies,
other mortgage REITs, Internet-based lending companies where entry barriers are
relatively low, and, to a growing extent, from traditional bank and thrift
lenders that have increased their participation in the mortgage industry. As we
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seek to expand our loan origination business further and expand our business
strategy to build a portfolio of mortgage loans and mortgage-backed securities,
we will face a significant number of additional competitors, many of whom will
be well established in the markets we seek to penetrate. Some of our competitors
are much larger than we are, have better name recognition than we do and have
far greater financial and other resources than we do.
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We anticipate that the majority of our competition will be in the mortgage
industry. In addition to mortgage banking companies, Internet-based lending
companies, traditional banks and thrift lenders, the government sponsored
entities Fannie Mae and Freddie Mac are also expanding their participation in
the mortgage industry. While the government sponsored entities presently do not
have the legal authority to originate mortgage loans, they do have the authority
to buy loans. If as a result of their purchasing practices, these government
sponsored entities experience significantly higher-than-expected losses, the
experience could adversely affect overall investor perception of the mortgage
industry.

Competition in the industry can take many forms, including lower interest
rates and fees, less stringent underwriting standards, convenience in obtaining
a loan, customer service, amount and term of a loan and marketing and
distribution channels. The need to maintain mortgage loan volume in this
competitive environment creates a risk of price and quality competition in the
mortgage industry. Price competition could cause us to lower the interest rates
that we charge borrowers, which could lower the value of our loans we sell or
retain in our portfolio. If our competitors adopt less stringent underwriting
standards, we will be pressured to do so as well. If we do not relax
underwriting standards in response to our competitors, we may lose market share.
If we relax our underwriting standards in response to price competition, we may
be exposed to higher credit risk without receiving higher pricing to compensate
for the higher risk. Any increase in these pricing and underwriting pressures
could reduce the volume of our loan originations and sales and significantly
harm our business, financial condition, liquidity and results of operations.

WE MAY COMPLETE STRATEGIC ACQUISITIONS OF OTHER MORTGAGE BANKING BUSINESSES OR
RELATED ASSETS AT A PURCHASE PRICE THAT EXCEEDS THEIR FAIR VALUE, AND EVEN IF
WE COMPLETE THESE ACQUISITIONS AT A FAIR PRICE, WE MAY NOT BE SUCCESSFUL IN
INTEGRATING ANY ACQUIRED BUSINESS WITH OURS EFFICIENTLY.

We intend to selectively pursue strategic acquisitions in the mortgage
banking business as part of our business strategy to grow our business. We may
overvalue the business or assets we are seeking to acquire and, as a result, we
may pay a purchase price that exceeds the fair value of the acquired business or
assets. In addition, even if we pay a fair price for any acquired business, we
may not be able to integrate the acquired business with our own efficiently.
Finally, we may incur unforeseen liabilities in connection with any acquisition
we undertake. Any of the foregoing risks could have a material adverse effect on
our financial condition or results of operations and our ability to make
distributions to you.

THE SUCCESS AND GROWTH OF OUR MORTGAGE LOAN ORIGINATION BUSINESS WILL DEPEND
UPON OUR ABILITY TO ADAPT TO AND IMPLEMENT TECHNOLOGICAL CHANGES.

Our mortgage loan origination business is dependent upon our ability to
interface effectively with our borrowers and other third parties and to process
loan applications efficiently. The origination process is becoming more
dependent upon technological advancement, such as the ability to process
applications over the Internet, interface with borrowers and other third parties
through electronic means and underwrite loan applications using specialized

25



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

software. Implementing new technology and maintaining the efficiency of the
current technology used in our operations may require significant capital
expenditures. As these requirements increase in the future, we will have to
develop these technological capabilities fully to remain competitive or our
business will be significantly harmed.

AN INTERRUPTION IN SERVICE OR BREACH IN SECURITY OF OUR INFORMATION SYSTEMS
COULD IMPAIR OUR ABILITY TO ORIGINATE LOANS ON A TIMELY BASIS AND MAY RESULT
IN LOST BUSINESS.

We rely heavily upon communications and information systems to conduct our
business. Any failure or interruption in service or breach in security of our
information systems or the third-party information systems on which we rely
could cause underwriting or other delays and could result in fewer loan
applications being received and processed and reduced efficiency in loan
servicing. We cannot assure you that no material failures or interruptions will
occur or, if they do occur, that we or the third parties on whom we rely will
adequately address them. The occurrence of any failures or interruptions could
significantly harm our business.
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OUR OPERATIONS ARE SUBJECT TO A BODY OF COMPLEX LAWS AND REGULATIONS AT THE
FEDERAL, STATE AND LOCAL LEVELS.

We must comply with the laws, rules and regulations, as well as judicial
and administrative decisions, of all jurisdictions in which we originate
mortgage loans, as well as an extensive body of federal laws, rules and
regulations. The volume of new or modified laws, rules and regulations
applicable to our business has increased in recent years and individual
municipalities have also begun to enact laws, rules and regulations that
restrict or otherwise affect loan origination activities, and in some cases loan
servicing activities. The laws, rules and regulations of each of these
jurisdictions are different, complex and, in some cases, in direct conflict with
each other. It may be more difficult to identify comprehensively, to interpret
accurately, to program properly our information systems and to effectively train
our personnel with respect to all of these laws, rules and regulations, thereby
potentially increasing the risks of non-compliance with these laws, rules and
regulations.

Our failure to comply with these laws, rules and regulations can lead to:
- civil and criminal liability, including potential monetary penalties;

- loss of state licenses or permits required for continued lending and
servicing operations;

- legal defenses causing delay or otherwise adversely affecting our ability
to enforce loans, or giving the borrower the right to rescind or cancel

the loan transaction;

— demands for indemnification or loan repurchases from purchasers of our
loans;

- class action lawsuits; and
— administrative enforcement actions.
Some states in which we operate may impose regulatory requirements on our

officers and directors and parties holding 10%, and in some cases 5%, of our
outstanding shares of common stock. If any officer, director or person holding
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10%, and in some cases 5%, or more of our outstanding shares of common stock
fails to meet or refuses to comply with a state's applicable regulatory
requirements for mortgage lending, we could lose our authority to conduct
business in that state. The loss of our authority to conduct business in a
state, for this or any other reason, could have a material adverse effect on our
business, financial condition, liquidity and results of operations.

NEW LEGISLATION MAY RESTRICT OUR ABILITY TO MAKE MORTGAGE LOANS, NEGATIVELY
IMPEDING OUR REVENUES.

In recent years, federal and several state and local laws, rules and
regulations have been adopted, or are under consideration, that are intended to
eliminate certain lending practices, often referred to as "predatory" lending
practices, that are considered to be abusive. Many of these laws, rules and
regulations restrict commonly accepted lending activities and would impose
additional costly and burdensome compliance requirements on us. These laws,
rules and regulations impose certain restrictions on loans on which certain
points and fees or the annual percentage rate, or APR, meets or exceeds
specified thresholds. Some of these restrictions expose a lender to risks of
litigation and regulatory sanction regardless of how carefully a loan is
underwritten. In addition, an increasing number of these laws, rules and
regulations seek to impose liability for violations on the purchasers of
mortgage loans, regardless of whether a purchaser knew of or participated in the
violation. Accordingly, the third parties that buy our loans or provide
financing for our loan originations may not want, and are not contractually
required, to buy or finance loans that do not comply with these laws, rules and
regulations.

The continued enactment of these laws, rules and regulations may prevent us
from making certain loans and may cause us to reduce the APR or the points and
fees we charge on the mortgage loans that we originate. In addition, the
difficulty of managing the compliance risks presented by these laws, rules and
regulations may decrease the availability of warehouse financing and the overall
demand for the purchase of our originated loans. These laws, rules and
regulations have increased, and may continue to increase, our cost of doing
business as we have been required, and may continue to be required, to develop
systems and procedures to ensure that we do not violate any aspect of these new
requirements.
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In addition, many of these state laws, rules and regulations are not
applicable to the mortgage loan operations of national banks or other financial
institutions chartered by the federal government. Therefore, the mortgage loan
operations of these institutions are at a competitive advantage to us since they
do not have to comply with many of these laws.

Our goal is to avoid originating loans that meet or exceed the APR or
"points and fees" threshold of these laws, rules and regulations except in the
relatively small number of states in which the laws, rules and regulations
relating to APR and "points and fees" thresholds allow, in our Jjudgment, these
loans to be made within our strict legal compliance standards and without undue
risk relative to litigation or to the enforcement of the loan according to its
terms. If we elect to relax our self-imposed restrictions on originating loans
subject to these laws, rules and regulations, we will be subject to greater
risks for actual or perceived non-compliance with the laws, rules and
regulations, including demands for indemnification or loan repurchases from the
parties to whom we broker or sell loans, class action lawsuits, increased
defenses to foreclosure of individual loans in default, individual claims for
significant monetary damages and administrative enforcement actions. Any of the
foregoing could significantly harm our business, cash flow, financial condition,
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liquidity and results of operations.

COMPLIANCE WITH THE SARBANES-OXLEY ACT OF 2002 AND PROPOSED AND RECENTLY
ENACTED CHANGES IN SECURITIES LAWS AND REGULATIONS ARE LIKELY TO INCREASE OUR
COSTS.

The Sarbanes-Oxley Act of 2002 and rules and regulations promulgated by the
Securities and Exchange Commission and the New York Stock Exchange have
increased the scope, complexity and cost of corporate governance, reporting and
disclosure practices. These rules and regulations could also make it more
difficult for us to attract and retain qualified executive officers and members
of our board of directors, particularly to serve on our audit committee.

WE ARE EXPOSED TO ENVIRONMENTAL LIABILITIES WITH RESPECT TO PROPERTIES TO
WHICH WE TAKE TITLE.

In the course of our business, we may foreclose and take title to
residential properties securing our mortgage loans, and, if we do take title, we
could be subject to environmental liabilities with respect to these properties.
In such a circumstance, we may be held liable to a governmental entity or to
third parties for property damage, personal injury, investigation and clean-up
costs incurred by these parties in connection with environmental contamination,
or we may be required to investigate or clean up hazardous or toxic substances
or chemical releases at a property. The costs associated with investigation or
remediation activities could be substantial. If we become subject to significant
environmental liabilities, our business, financial condition, liquidity and
results of operations could be materially and adversely affected.

RISKS RELATED TO THIS OFFERING

THERE IS CURRENTLY NO PUBLIC MARKET FOR OUR COMMON STOCK, AND AN ACTIVE TRADING
MARKET FOR OUR COMMON STOCK MAY NEVER DEVELOP FOLLOWING THIS OFFERING.

Prior to this offering, there has been no public market for our common
stock. We have applied for listing of our common stock on the New York Stock
Exchange in connection with this offering, but even if our common stock is
approved for listing, an active trading market for our common stock may never
develop or be sustained. Our common stock may have limited trading volume, and
many investors may not be interested in owning our common stock because of the
inability to acquire or sell a substantial block of our common stock at one
time. This illiquidity could have an adverse effect on the market price of our
common stock. In addition, a stockholder may not be able to borrow funds using
our common stock as collateral because lenders may be unwilling to accept the
pledge of securities having such a limited market. A substantial sale of our
common stock could have a material adverse effect on the market price of our
common stock.
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OUR STOCK PRICE AND TRADING VOLUME MAY BE VOLATILE, WHICH COULD RESULT IN
SUBSTANTIAL LOSSES FOR OUR STOCKHOLDERS.

Even if an active trading market develops for our common stock after this
offering, the market price of our common stock may be highly volatile and be
subject to wide fluctuations. In addition, the trading volume in our common
stock may fluctuate and cause significant price variations to occur. Some of the
factors that could negatively affect our share price or result in fluctuations
in the price or trading volume of our common stock include:
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- general economic conditions;
- actual or anticipated changes in our future financial performance;
- changes in financial estimates by securities analysts;
— changes in market interest rates;

— competitive developments, including announcements by us or our
competitors of new products or services or significant contracts,
acquisitions, strategic partnerships or capital commitments;

- the operations and stock performance of our competitors;

- developments in the mortgage lending industry or the financial services
sector generally;

— the impact of new state or federal legislation or court decisions
restricting the activities of lenders or suppliers of credit in our
market;

— fluctuations in our quarterly operating results;

- additions or departures of senior management and key personnel;
- actions by institutional stockholders; and

- general market and economic conditions.

If the market price of our common stock declines, you may be unable to
resell your common stock at or above the initial public offering price. We
cannot assure you that the market price of our common stock will not fluctuate
or decline significantly, including a decline below the initial public offering
price, in the future. In addition, the stock market in general can experience
considerable price and volume fluctuations.

THE INITIAL PUBLIC OFFERING PRICE MAY BE HIGHER THAN THE MARKET PRICE OF OUR
COMMON STOCK AFTER THIS OFFERING.

You will pay a price for the common stock that was not established in a
competitive market. Instead, you will pay a price that we negotiated with the
representative of the underwriters. See "Underwriting" for factors considered in
determining the initial public offering price. The initial public offering price
does not necessarily bear any relationship to our book value or the fair market
value of our assets, and may be higher than the market price of our common stock
after this offering.

WE HAVE NOT ESTABLISHED A MINIMUM DIVIDEND PAYMENT LEVEL AND WE MAY NOT HAVE
THE ABILITY TO PAY DIVIDENDS TO YOU IN THE FUTURE.

We intend to pay quarterly dividends following the end of the first full
fiscal quarter after completion of this offering and to pay dividends to our
stockholders of all or substantially all of our REIT taxable income in each
year. We have not established a minimum dividend payment level and our ability
to pay dividends may be adversely affected by the risk factors described in this
prospectus. In addition, some of our distributions may include a return of
capital. All dividends will be made at the discretion of our board of directors
and will depend on our earnings, our financial condition, maintenance of our
REIT status and other factors as our board of directors may deem relevant from
time to time. We cannot predict our ability to pay dividends to you in the
future.
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FUTURE SALES OF SHARES OF OUR COMMON STOCK, INCLUDING SALES BY OUR INSIDERS,
MAY DEPRESS THE PRICE OF OUR COMMON STOCK.

Any sales of a substantial number of shares of our common stock, or the
perception that those sales might occur, may cause the market price of our
common stock to decline. Our directors and our executive officers have agreed
with the underwriters not to sell the common stock they hold earlier than 180
days after the date of this prospectus. We are unable to predict whether
significant numbers of shares will be sold in the open market in anticipation of
or following a sale by insiders.

OUR BOARD OF DIRECTORS MAY AUTHORIZE THE ISSUANCE OF ADDITIONAL SHARES THAT
MAY CAUSE DILUTION.

Our charter authorizes our board of directors, without your approval, to:

— authorize the issuance of additional common or preferred stock in
connection with future equity offerings, acquisitions of securities or
other assets of companies; and

— classify or reclassify any unissued common stock or preferred stock and
to set the preferences, rights and other terms of the classified or
reclassified shares, including the issuance of shares of preferred stock
that have preference rights over the common stock with respect to
dividends, liquidation, wvoting and other matters or shares of common
stock having special voting rights.

The issuance of additional shares could be substantially dilutive to your
shares. Additionally, as permitted by the Maryland General Corporation Law, our
charter contains a provision permitting our board of directors, without any
action by our stockholders, to amend our charter to increase the aggregate
number of shares of stock or the number of shares of stock of any class or
series that we have authority to issue.

FUTURE OFFERINGS OF DEBT SECURITIES, WHICH WOULD BE SENIOR TO OUR COMMON STOCK
IN LIQUIDATION, OR EQUITY SECURITIES, WHICH WOULD DILUTE OUR EXISTING
STOCKHOLDERS AND MAY BE SENIOR TO OUR COMMON STOCK FOR THE PURPOSES OF
DISTRIBUTIONS, MAY HARM THE VALUE OF OUR COMMON STOCK.

In the future, we may attempt to increase our capital resources by making
additional offerings of debt or equity securities, including commercial paper,
medium-term notes, senior or subordinated notes, preferred stock or common
stock. If we were to ligquidate, holders of our debt securities and shares of
preferred stock and lenders with respect to other borrowings would receive a
distribution of our available assets before the holders of our common stock.
Additional equity offerings by us may dilute your interest in us or reduce the
value of your shares of common stock, or both. Our preferred stock, if issued,
could have a preference on distribution payments that could limit our ability to
make a distribution to you. Because our decision to issue securities in any
future offering will depend on market conditions and other factors beyond our
control, we cannot predict or estimate the amount, timing or nature of our
future offerings. Further, market conditions could require us to accept less
favorable terms for the issuance of our securities in the future. Thus, you will
bear the risk of our future offerings reducing the value of your shares of
common stock and diluting your interest in us.

IF YOU PURCHASE SHARES IN THIS OFFERING, YOU WILL EXPERIENCE IMMEDIATE AND
SUBSTANTIAL DILUTION.
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We expect the offering price of our common stock to be higher than the book
value per share of our common stock immediately following the offering and our
acquisition of NYMC. Accordingly, if you purchase common stock in this offering,
you will experience immediate dilution of approximately $ in net tangible
book value per share following this offering and our acquisition of NYMC. This
means that investors who purchase shares will likely pay a price per share that
exceeds the net book value following our acquisition of NYMC of our tangible
assets after subtracting our liabilities following our acquisition of NYMC.

Moreover, to the extent that we issue options or warrants to purchase our
common stock in the future and those options or warrants are exercised, you may
experience further dilution.
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TAX RISKS RELATED TO OUR BUSINESS AND STRUCTURE

FAILURE TO QUALIFY AS A REIT WOULD ADVERSELY AFFECT OUR OPERATIONS AND ABILITY
TO MAKE DISTRIBUTIONS.

We intend to operate so as to qualify as a REIT for federal income tax
purposes. Although we have not requested, and do not expect to request, a ruling
from the Internal Revenue Service, or IRS, that we qualify as a REIT, we will
receive at the closing of the offering an opinion of our legal counsel Hunton &
Williams LLP that, based on certain assumptions and representations, we will so
qualify. Investors should be aware, however, that opinions of counsel are not
binding on the IRS or any court. The REIT qualification opinion only represents
the view of Hunton & Williams LLP based on its review and analysis of existing
law, which includes no controlling precedent. Furthermore, both the validity of
the opinion and our qualification as a REIT will depend on our ability to meet
various requirements concerning, among other things, the ownership of our
outstanding stock, the nature of our assets, the sources of our income, and the
amount of our distributions to our stockholders. See "Federal Income Tax
Consequences of Our Status as a REIT -- Taxation of Our Company."

If we fail to qualify as a REIT in any taxable year, we would be subject to
federal income tax (including any applicable alternative minimum tax) on our
taxable income at regular corporate rates. In addition, we generally would be
disqualified from treatment as a REIT for the four taxable years following the
year in which we lost our REIT status. Failing to obtain, or losing, our REIT
status would reduce our net earnings available for investment or distribution to
stockholders because of the additional tax liability, and we would no longer be
required to make distributions to stockholders. We might be required to borrow
funds or liquidate some investments in order to pay the applicable tax.

REIT DISTRIBUTION REQUIREMENTS COULD ADVERSELY AFFECT OUR LIQUIDITY.

In order to qualify as a REIT, we generally are required each year to
distribute to our stockholders at least 90% of our REIT taxable income,
excluding any net capital gain. To the extent that we distribute at least 90%,
but less than 100% of our REIT taxable income, we will be subject to corporate
income tax on our undistributed REIT taxable income. In addition, we will be
subject to a 4% nondeductible excise tax on the amount, if any, by which certain
distributions paid by us with respect to any calendar year are less than the sum
of (i) 85% of our ordinary REIT income for that year, (ii) 95% of our REIT
capital gain net income for that year, and (iii) 100% of our undistributed REIT
taxable income from prior years.

We intend to make distributions to our stockholders to comply with the 90%
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distribution requirement and to avoid corporate income tax and the nondeductible
excise tax. However, differences in timing between the recognition of REIT
taxable income and the actual receipt of cash could require us to sell assets or
to borrow funds on a short-term basis to meet the 90% distribution requirement
and to avoid corporate income tax and the nondeductible excise tax.

Certain of our assets may generate substantial mismatches between REIT
taxable income and available cash. Such assets could include mortgage-backed
securities we hold that have been issued at a discount and require the accrual
of taxable income in advance of the receipt of cash. As a result, our taxable
income may exceed our cash available for distribution and the requirement to
distribute a substantial portion of our net taxable income could cause us to:

- sell assets in adverse market conditions,
- borrow on unfavorable terms or

- distribute amounts that would otherwise be invested in future
acquisitions, capital expenditures or repayment of debt

in order to comply with the REIT distribution requirements.

Further, amounts distributed will not be available to fund investment
activities. We expect to fund our investments, initially, by raising capital in
this offering and, subsequently, through borrowings from financial institutions,
along with securitization financings. If we fail to obtain debt or equity
capital in the
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future, it could limit our ability to grow, which could have a material adverse
effect on the value of our common stock.

RECENT CHANGES IN TAXATION OF CORPORATE DIVIDENDS MAY ADVERSELY AFFECT THE
VALUE OF OUR COMMON STOCK.

The Jobs and Growth Tax Relief Reconciliation Act of 2003, which was signed
into law on May 28, 2003, among other things, generally reduces to 15% the
maximum marginal rate of tax payable by domestic noncorporate taxpayers on
dividends received from a regular subchapter C corporation. This reduced tax
rate, however, generally will not apply to dividends paid to domestic
noncorporate taxpayers by a REIT on its stock, except for certain limited
amounts. Although the earnings of a REIT that are distributed to its
stockholders still generally will be subject to less total federal income
taxation than earnings of a non-REIT subchapter C corporation that are
distributed to its stockholders net of corporate-level income tax, this
legislation could cause domestic noncorporate investors to view the stock of
non-REIT subchapter C corporations as more attractive relative to the stock of a
REIT than was the case prior to the enactment of the legislation, because
dividends from non-REIT subchapter C corporations generally will be taxed at a
lower rate to the investor while dividends from REITs generally will be taxed at
the same rate as the investor's other ordinary income. We cannot predict what
effect, if any, the enactment of this legislation may have on the value of the
stock of REITs in general or on our common stock in particular, either in terms
of absolute price or relative to other investments.

RISKS RELATED TO OUR COMPANY, STRUCTURE AND CHANGE IN CONTROL PROVISIONS

MAINTENANCE OF OUR INVESTMENT COMPANY ACT EXEMPTION IMPOSES LIMITS ON OUR
OPERATIONS.
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We intend to conduct our operations so as not to become regulated as an
investment company under the Investment Company Act of 1940, as amended. We
believe that there are a number of exemptions under the Investment Company Act
that may be applicable to us. To maintain exemption, the assets that we may
acquire will be limited by the provisions of the Investment Company Act and the
rules and regulations promulgated under the Investment Company Act. In addition,
we could, among other things, be required either (a) to change the manner in
which we conduct our operations to avoid being required to register as an
investment company or (b) to register as an investment company, either of which
could have an adverse effect on our operations and the market price for our
common stock.

THE STOCK OWNERSHIP LIMIT IMPOSED BY OUR CHARTER MAY INHIBIT MARKET ACTIVITY
IN OUR STOCK AND MAY RESTRICT OUR BUSINESS COMBINATION OPPORTUNITIES.

In order for us to maintain our qualification as a REIT under the Internal
Revenue Code, not more than 50% in value of the issued and outstanding shares of
our stock may be owned, actually or constructively, by five or fewer individuals
(as defined in the Internal Revenue Code to include certain entities) at any
time during the last half of each taxable year after our first REIT taxable
year. Attribution rules in the Internal Revenue Code apply to determine if any
individual or entity actually or constructively owns our stock for purposes of
this requirement. Additionally, at least 100 persons must beneficially own our
stock during at least 335 days of each taxable year. To help insure that we meet
these tests, our charter restricts the acquisition and ownership of shares of
our stock. Our charter, with certain exceptions, authorizes our directors to
take such actions as are necessary and desirable to preserve our qualification
as a REIT and provides that, unless exempted by our board of directors, no
person may own more than 9.9% in value of the outstanding shares of our capital
stock. Our board of directors may grant an exemption from that ownership limit
in its sole discretion, subject to such conditions, representations and
undertakings as it may determine. This ownership limit could delay or prevent a
transaction or a change in our control that might involve a premium price for
our common stock or otherwise be in the best interest of our stockholders.

OUR EXECUTIVE OFFICERS HAVE AGREEMENTS THAT PROVIDE THEM WITH BENEFITS IN THE
EVENT THEIR EMPLOYMENT IS TERMINATED FOLLOWING A CHANGE OF CONTROL.

We have entered into agreements with the members of our senior management
team, Messrs. Schnall, Akre, Redlingshafer, Fierro, Wirth and Mumma, that
provide them with severance benefits if their employment ends under specified
circumstances following a change in control. These benefits could
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increase the cost to a potential acquirer of us and thereby prevent or
discourage a change of control that might involve a premium price for your
shares or otherwise be in your best interest.

CERTAIN PROVISIONS OF MARYLAND LAW AND OUR CHARTER AND BYLAWS COULD HINDER,
DELAY OR PREVENT A CHANGE IN CONTROL WHICH COULD HAVE AN ADVERSE EFFECT ON THE
VALUE OF OUR COMMON STOCK.

Certain provisions of Maryland law, our charter and our bylaws may have the
effect of discouraging, delaying or preventing transactions that involve an

actual or threatened change in control. These provisions include the following:

Removal of Directors. Under our charter, subject to the rights of one
or more classes or series of preferred stock to elect one or more
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directors, a director may be removed with or without cause only by the
affirmative vote of the holders of at least two-thirds of all votes
entitled to be cast by our stockholders generally in the election of
directors.

Classified Board of Directors. Although currently all members of our
board of directors will be subject to election or re-election at each
annual meeting of stockholders, Maryland law permits our board of
directors, without stockholder approval and regardless of what is provided
in our charter or bylaws, to divide the members of our board of directors
into up to three classes with only one class standing for election in any
year.

Board Vacancies. Immediately prior to this offering, we expect to
elect to be subject to certain provisions of Maryland law that vest in the
board of directors the exclusive right, by the affirmative vote of the
majority of the remaining directors, to fill vacancies on the board
resulting from any reason, even if the remaining directors do not
constitute a quorum. A vacancy shall be filled for the remainder of the
term in which the wvacancy occurred.

Limitation on Stockholder-Requested Special Meetings. Our bylaws
provide that our secretary must call a special meeting of stockholders only
upon the written request of stockholders entitled to cast not less than a
majority of all the votes entitled to be cast by the stockholders at such
meeting.

Advance Notice Provisions for Stockholder Nominations and Proposals.
Generally, our bylaws require advance written notice for stockholders to
nominate persons for election as directors at, or to bring other business
before, meetings of stockholders. This bylaw provision limits the ability
of stockholders to make nominations of persons for election as directors or
to introduce other proposals unless we are notified in a timely manner
prior to the meeting.

Preferred Stock. Under our charter, our board of directors has
authority to issue preferred stock from time to time in one or more series
and to establish the terms, preferences and rights of any such series of
preferred stock, all without the approval of our stockholders.

Maryland Business Combination Act. The Maryland Business Combination
Act provides that unless exempted, a Maryland corporation may not engage in
business combinations, including mergers, dispositions of 10% or more of
its assets, issuance of shares of stock and other specified transactions,
with an "interested stockholder" or an affiliate of an interested
stockholder for five years after the most recent date on which the
interested stockholder became an interested stockholder, and thereafter
unless specified criteria are met. An interested stockholder is generally a
person owning or controlling, directly or indirectly, 10% or more of the
voting power of the outstanding voting stock of a Maryland corporation. Our
board of directors expects to adopt a resolution immediately prior to this
offering exempting us from application of this statute. However, our board
of directors may repeal or modify this resolution in the future, in which
case the provisions of the Maryland Business Combination Act will be
applicable to business combinations between us and other persons.

Maryland Control Share Acquisition Act. Maryland law provides that
"control shares" of a Maryland corporation acquired in a "control share
acquisition" shall have no voting rights except to the extent approved by a
vote of two-thirds of the votes eligible to be cast on the matter under the
Maryland Control Share Acquisition Act. Shares owned by the acquiror, by
officers or by directors
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who are employees of the corporation are excluded from shares entitled to
vote on the matter. "Control shares" means voting shares of stock that, if
aggregated with all other shares of stock previously acquired by the
acquiror or in respect of which the acquiror is able to exercise or direct
the exercise of voting power (except solely by virtue of a revocable
proxy), would entitle the acquiror to exercise voting power in electing
directors within one of the following ranges of voting power: one-tenth or
more but less than one-third, one-third or more but less than a majority or
a majority or more of all voting power. Control shares do not include
shares the acquiring person is then entitled to vote as a result of having
previously obtained stockholder approval. A "control share acquisition"
means an acquisition of control shares, subject to certain exceptions. A
person who has made or proposes to make a control share acquisition may
compel the board of directors of the corporation to call a special meeting
of stockholders to be held within 50 days of demand to consider the voting
rights of the shares. The right to compel the calling of a special meeting
is subject to the satisfaction of certain conditions, including an
undertaking to pay the expenses of the meeting. If no request for a meeting
is made, the corporation may itself present the question at any
stockholders meeting. If voting rights of control shares acquired in a
control share acquisition are not approved at a stockholders' meeting or if
the acquiring person does not deliver an acquiring person statement as
required by the statute, then subject to certain conditions and
limitations, the corporation may redeem any or all of the control shares
for fair value. If voting rights of control shares are approved at a
stockholders' meeting and the acquiror becomes entitled to vote a majority
of the shares of stock entitled to vote, all other stockholders may
exercise appraisal rights. The fair value of the shares as determined for
purposes of appraisal rights may not be less than the highest price per
share paid by the acquiror in the control share acquisition. The control
share acquisition statute does not apply (a) to shares acquired in a
merger, consolidation or share exchange if the corporation is a party to
the transaction, or (b) to acquisitions approved or exempted by the charter
or bylaws of the corporation. Our bylaws contain a provision exempting any
and all acquisitions by any person of our shares from the Maryland Control
Share Acquisition Act. However, our board of directors may amend our bylaws
in the future to repeal or modify this exemption, in which case any control
shares of our company acquired in a control share acquisition would be
subject to the Maryland Control Share Acquisition Act.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements under "Summary," "Risk Factors," "Dividend Policy
and Distributions," "Management's Discussion and Analysis of Financial Condition
and Results of Operations," "Our Company" and elsewhere in this prospectus

constitute forward-looking statements. Forward-looking statements relate to
expectations, beliefs, projections, future plans and strategies, anticipated
events or trends and similar expressions concerning matters that are not
historical facts. In some cases, you can identify forward-looking statements by
terms such as "anticipate," "believe," "could," "estimate," "expect," "intend,"
"may," "plan," "potential," "should," "will" and "would" or the negative of
these terms or other comparable terminology.

The forward-looking statements are based on our beliefs, assumptions and
expectations of our future performance, taking into account all information

35



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

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 are within our control. If a change occurs, our business,
financial condition, liquidity and results of operations may vary materially
from those expressed in our forward-looking statements. You should carefully
consider the following risks before you make an investment in our common stock:

— the factors referenced in this prospectus, including those set forth

under the sections captioned "Risk Factors," "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and "Our
Company; "

- general volatility of the capital markets and the market price of our
common stock;

- changes in our business strategy;

- availability, terms and deployment of capital;

- availability of qualified personnel; and

- changes in our industry, interest rates or the general economy.

Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee future results, levels of
activity, performance or achievements. You should not place undue reliance on
these forward-looking statements, which apply only as of the date of this
prospectus.

MARKET DATA

Market data and forecasts used in this prospectus have been obtained from
independent industry sources as well as from research reports prepared for other
purposes. We have not independently verified the data obtained from these
sources and we cannot assure you of the accuracy or completeness of the data.
Forecasts and other forward-looking information obtained from these sources are
subject to the same qualifications and uncertainties as the other
forward-looking statements in this prospectus.
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USE OF PROCEEDS

We estimate that the net proceeds of this offering will be approximately
$227.5 million, based on an assumed initial public offering price of $10 per
share, which is the mid-point of the range set forth on the cover page of this
prospectus, and after deducting the underwriting discount and estimated offering
expenses payable by us. If the underwriters exercise in full their option to
purchase up to an additional shares of our common stock in this
offering, our net proceeds will be approximately $262.4 million. We intend to
use the net proceeds of this offering as follows:

— approximately $14.0 million to cause NYMC to repay promissory notes in
the amounts of $11,432,550 and $2,274,352 plus accrued interest to
Messrs. Schnall and Fierro, respectively, issued by NYMC on August 31, as
amended and restated on December 23, 2003, and as further amended and
restated on February 26, 2004, and due no later than May 31, 2004, that
bear interest at an annual rate of 3%, as distributions equal to NYMC's
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paid-in equity and retained earnings as of August 31, 2003;

- approximately $201.0 million to purchase on a leveraged basis (likely
eight to 12 times) an initial portfolio of residential mortgage-backed
securities that are guaranteed by a government sponsored entity or rated
investment grade by a nationally recognized statistical rating agency;
and

- approximately $12.5 million for general corporate purposes, including
working capital and potential future acquisitions.

We may need a significant amount of time to fully invest the available net
proceeds of this offering in our intended investments and to fully implement our
leveraging strategy to increase the total amount of our investments to our
desired level. In the meantime, funds will be committed to interest-bearing
short-term investment grade securities which are consistent with our intention
to qualify as a REIT. We will not leverage our temporary investment in these
securities. These investments are expected to provide a lower net return than we
hope to achieve from our intended use of the proceeds of this offering.

A tabular presentation of our estimated use of proceeds that we will
receive in this offering, assuming that the underwriters' over-allotment option
is not exercised, follows:

DOLLAR AMOUNT PERCENTAGE

(IN THOUSANDS)

Gross offering pProceeds O US. . i i ettt eeeeeeeanneeeenns $250,000 100.0%
Underwriting discounts and commissions............cccoieo... 17,500 7.0
Other expenses of offering........ it eenenennnn 5,000 2.0
Net offering ProcCeedsS . . vt it i ittt ittt ettt eeeeeeeeeanns 227,500 91.0
Estimated amount of net proceeds used to repay two

promissory notes plus accrued interest due to Messrs.

Schnall and FierroO. ..ot i ittt ittt et ettt eneeaeeens 14,009 5.6
Estimated amount of net proceeds used to purchase initial

portfolio of residential mortgage-backed securities....... 200,991 80.4
Estimated amount of net proceeds used for general corporate

purposes, working capital and potential future

ACOUISIEI0NS . ittt i e e e e e e e e e e e e 12,500 5.0
Total net offering proceeds USEd. ... iiineneeeeeennnnns 227,500 91.0
Total underwriting discounts, commissions and other

[SD:4 o1 T =T 22,500 9.0
Total application of gross offering proceeds to us.......... $250,000 100.0%
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DIVIDEND POLICY AND DISTRIBUTIONS

We intend to make regular quarterly distributions to our stockholders so
that we distribute each year all or substantially all of our REIT taxable income
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so as to avoid paying corporate level income tax and excise tax on our earnings
and to qualify for the tax benefits accorded to REITs under the Internal Revenue
Code. In order to qualify as a REIT, we must distribute to our stockholders at
least 90% of our REIT taxable income. To the extent that we distribute at least
90%, but less than 100% of our REIT taxable income, we will be subject to
corporate income tax on our undistributed taxable income. In addition, we will
be subject to a 4% nondeductible excise tax on the amount, if any, by which
certain distributions paid by us with respect to any calendar year are less than
the sum of:

- 85% of our ordinary REIT income for that year;
- 95% of our capital gain net income for that year; and
— 100% of our undistributed REIT taxable income from prior years.

Our REIT taxable income may exceed our cash available for distribution and the
requirement to distribute a substantial portion of our net taxable income could
cause us to:

- sell assets in adverse market conditions;
- borrow on unfavorable terms; or

— distribute amounts that would otherwise be invested in future
acquisitions, capital expenditures or repayment of debt

in order to comply with the REIT distribution requirements.

Any distributions we make will be at the discretion of our board of
directors and will depend upon a number of factors, including:

- our results of operations;

- the timing of interest and principal we receive from our loans and
securities;

- our obligation to pay debt service on our borrowings;

— the annual distribution requirements under the REIT provisions of the
Internal Revenue Code; and

— other factors that our board of directors deems relevant.

We may, under certain circumstances, make a distribution of capital or of
assets. These distributions, if any, will be made at the discretion of our board
of directors. Distributions will be made in cash to the extent that cash is
available for distribution.

It is anticipated that distributions generally will be taxable as ordinary
income to our stockholders, although a portion of our distributions may be
designated by us as long-term capital gain or may constitute a return of
capital. Distributions to our stockholders will be treated as dividends to the
extent that we have current or accumulated earnings and profits. We will furnish
annually to each of our stockholders a statement setting forth distributions
paid during the preceding year and their federal income tax status. For a
discussion of the federal income tax treatment of distributions by us, see
"Federal Income Tax Consequences of Our Status as a REIT —-- Requirements for
Qualification —-- Distribution Requirements."

Our ability to pay dividends to you will depend primarily on our receipt of
interest and principal payments from our loans and mortgage-backed securities
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and any distributions we receive from NYMC. As a taxable REIT subsidiary, NYMC
will be subject to regular corporate income tax on the taxable income that it
generates. We may cause NYMC to retain after-tax earnings or distribute all or a
portion of its after-tax earnings to us to the extent allowable under the REIT
provisions of the Internal Revenue Code. If NYMC distributes any of its
after-tax earnings to us, we will include that distributed amount in the
dividends we pay to our stockholders and, for domestic non-corporate taxpayers,
that portion of our dividends, unlike distributions of our REIT taxable income,
generally will be eligible to be taxed at the current 15% maximum marginal rate
for corporate dividends. See "Federal Income Tax Consequences of Our Status as a
REIT —-- Taxation of Taxable U.S. Stockholders." All distributions must be
authorized by our board of directors and declared by us out of assets legally
available therefor.

If we are unable to successfully execute our business plan, we may not have
cash available to pay dividends.

In the future, our board of directors may elect to adopt a dividend
reinvestment plan.
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CAPITALIZATION
The following table sets forth:
- our actual capitalization as of December 31, 2003;

- our capitalization as of December 31, 2003, pro forma, to give effect to
(1) our acquisition of NYMC as described under the heading "Our
Acquisition of NYMC" and (ii) a contribution of $1,000,000 by Messrs.
Schnall and Fierro to NYMC on February 26, 2004; and

— our capitalization as of December 31, 2003 pro forma, as adjusted to give
effect to the sale of shares of our common stock in this
offering at an assumed initial public offering price of $10.00 per share,
which is the mid-point of the range set forth on the cover page of this
prospectus, and after deducting the underwriting discount and estimated
expenses payable by us in connection with this offering and the
application of the net proceeds of the offering as described under the
heading "Use of Proceeds" other than any use of proceeds related to our
acquisition of NYMC.

This table should be read in conjunction with the section entitled
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" beginning on page 36 and the financial statements and related notes
included elsewhere in this prospectus.

DECEMBER 31, 2003
——————————————————————————— PRO FORMA
ACTUAL PRO FORMA AS ADJUSTED

DEBT:
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Financing arrangements. ... .. ..ot nneennns $ -
Subordinated notes due to predecessor NYMC

MEMDETS (1) v it it it et e e e e e e e e e e et e et —=
STOCKHOLDERS' EQUITY:
Common stock, $0.01 par value per share,

400,000,000 shares authorized, 2,750,000

shares issued and outstanding as adjusted and

shares issued and outstanding pro

forma as adjusted as of December 31, 2003..... 1
Additional paid-in capital.........cciiiiinn. 9
Total stockholders' equity........coiiiiieeennn. 10
Total capitalization........eeeie e ennenneens S 10

$ 90,425,133

13,706,902

26,500(2)
(13,207,017) (2)

(1) Includes subordinated notes in original principal amounts of $12,132,550 and

$2,574,352 payable by NYMC to Messrs. Schnall and Fierro,

respectively.

(2) Does not give effect to the issuance of 100,000 shares of our common stock
to Messrs. Schnall and Fierro and their affiliates to be held in escrow
through December 31, 2004 which will be available to satisfy any
indemnification claims we may have of the NYMC membership interests under
the contribution agreement between us and the contributors against the
contributors of the NYMC membership interests under the contribution
agreement between us and the contributors during the escrow period for
losses we incur as a result of defaults on any residential mortgage loans
originated by NYMC and closed prior to completion of this offering.

30

DILUTION

DILUTION AFTER THIS OFFERING

Dilution in net tangible book value per share represents the difference
between the amount per share paid by purchasers of our common stock in this
offering and the net tangible book value per share of common stock immediately
after this offering and our acquisition of NYMC. Net tangible book value per
share represents the amount of our total tangible assets less our total
liabilities, divided by the number of outstanding shares of our outstanding

common stock, after giving effect to:

(a) the issuance of 2,650,000 shares of our common stock in connection
with our acquisition of NYMC, which excludes 100,000 shares of our

common stock to be held in escrow through December 31, 2004 which

will be available to satisfy any indemnification claims we may

have under the contribution agreement against the contributors of

the NYMC membership interests under the contribution agreement
between us and the contributors during the escrow period for
losses we incur as a result of defaults on any residential

mortgage loans originated by NYMC and closed prior to completion

of this offering;

$ 90,425,133
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(b) the sale of the common stock offered by this prospectus, at an
assumed initial public offering price of $10.00 per share, and our
receipt of approximately $ million in net proceeds from this
offering, after deducting the underwriting discount, repayment of
the promissory notes and accrued interest due from NYMC to Messrs.
Schnall and Fierro as described in "Use of Proceeds" and estimated
offering expenses;

(c) the issuance of 647,909 shares of restricted common stock to
members of our board of directors and senior management upon the
closing of this offering (the amount of restricted stock assumes
that the underwriters' over-allotment option to purchase up to an
additional shares will not be exercised and may be
greater depending on the extent to which the underwriters elect to
exercise their over-allotment option); and

(d) the contribution by Messrs. Schnall and Fierro of an aggregate of
$1,000,000 of capital to NYMC effective February 26, 2004.

Our pro forma net tangible book value as of December 31, 2003 would have

been approximately $ million, or $ per share of common stock. This
amount represents an immediate dilution in pro forma net tangible book value of
S per share of common stock to new investors. The following table

illustrates this dilution.

Tnitial public offering Price. ...ttt et neeeeeeeennnn $10.00
Net tangible book value per share as of December 31, 2003... $
Contribution of capital effective February 26, 2004......... S
Increase in net tangible book value per share to existing

stockholders attributable to new investors................ S
Pro forma net tangible book value per share after this

o = o X S
Dilution per share to new investors.........iuieiiiiiiinnnnn. $
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OUR HISTORY

NYMC was formed in 1998 as the result of a combination of New York Mortgage
Corp. and First Security Financial Services, Inc. Prior to 1998, New York
Mortgage Corp. was a retail mortgage brokerage founded in 1991 by Steven B.
Schnall. Prior to 1998, First Security Financial Services was a niche, wholesale
mortgage banker founded in 1989 by Joseph Fierro. Since its inception in 1998,
and commencement of operations in the first quarter of 1999, NYMC has achieved
substantial growth in loan volume, revenues and profitability. New York Mortgage
Trust, Inc. was formed as a Maryland corporation in September 2003.

OUR ACQUISITION OF NYMC
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Upon completion of this offering, Messrs. Schnall and Fierro and their
affiliates will contribute all of the outstanding ownership interests in NYMC to
us and NYMC will become a wholly-owned taxable REIT subsidiary of ours. As
consideration for the contribution of their ownership interests in NYMC to us,
we will issue to Messrs. Schnall and Fierro and their affiliates a total of
2,750,000 shares of our common stock (70% of which, or 1,925,000 shares, will be
issued to Mr. Schnall and his affiliate and 30% of which, or 825,000 shares,
will be issued to Mr. Fierro and his affiliate), of which 100,000 shares in the
aggregate will be held in escrow through December 31, 2004 and will be available
to satisfy any indemnification claims we may have against the contributors of
the NYMC membership interests under the contribution agreement between us and
the contributors during the escrow period for losses we incur as a result of
defaults on any residential mortgage loans originated by NYMC and closed prior
to completion of this offering.

The acquisition of NYMC is accounted for under generally accepted
accounting principles as a merger under common control, pursuant to which the
membership interests in NYMC are exchanged for shares of our common stock at
closing. In addition, under generally accepted accounting principles, the
consideration payable for the membership interests in NYMC does not include the
100,000 shares of our common stock issuable to Messrs. Schnall and Fierro and
their affiliates to be held in escrow through December 31, 2004 which will be
available to satisfy any indemnification claims we may have as described above.
Based on an assumed offering price of $10.00 per share and including the shares
held in escrow, the total consideration in the acquisition is valued at
$27,500,000 (2,750,000 shares of common stock valued at $10.00 per share).

In connection with this offering, we intend to elect to be taxed as a REIT
under Sections 856 through 859 of the Internal Revenue Code. Our qualification
as a REIT depends upon our ability to meet on a continuing basis, through actual
annual (or in some cases, quarterly) operating results, various complex
requirements under the Internal Revenue Code relating to, among other things,
the sources of our gross income, the composition and values of our assets, our
distribution levels and the diversity of ownership of our outstanding stock. We
believe that we will be organized in conformity with the requirements for
qualification as a REIT under the Internal Revenue Code, and that our intended
manner of operation will enable us to meet the requirements for taxation as a
REIT for federal income tax purposes.

As a REIT, we generally will not be subject to federal income tax on the
REIT taxable income that we distribute currently to our stockholders. If we fail
to qualify as a REIT in any taxable year, we will be subject to federal income
tax at regular corporate rates. Even if we qualify for taxation as a REIT, we
may be subject to some federal, state and local taxes on our income and
property. In addition, NYMC, our taxable REIT subsidiary, will be subject to
corporate income tax on its taxable income.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA
OF OUR COMPANY AND NYMC

You should read the following summary historical and pro forma financial
data in conjunction with our historical and unaudited pro forma consolidated
financial statements and related notes thereto and "Management's Discussion and
Analysis of Financial Condition and Results of Operations," which are included
elsewhere in this prospectus.
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The following table sets forth summary pro forma consolidated financial and
operating data on an unaudited pro forma consolidated basis for our company and
historical financial data for NYMC. The historical financial data included
reflects our business strategy prior to the completion of this offering (see
"Our Company" beginning on page 58). Accordingly, our historical financial
results will not be indicative of our future performance (in part due to our
expected strategy of retaining on our balance sheet certain originated loans
which will reduce the number of loans we sell, causing our total gains on sale
under GAAP to be lower than we have historically recognized). We have not
presented historical financial information for New York Mortgage Trust because
New York Mortgage Trust was formed on September 26, 2003 and has not had any
operations though the period ended December 31, 2003, and because we believe
that a discussion of the historical results of New York Mortgage Trust would not
be meaningful.

The summary historical balance sheet data as of December 31, 2003, 2002 and
2001 of NYMC and summary statement of operations data for the years ended
December 31, 2003, 2002 and 2001 of NYMC have been derived from the historical
financial statements of NYMC audited by Deloitte & Touche LLP, our independent
auditors, whose report with respect thereto is included elsewhere in this
prospectus. The selected historical financial information as of December 31,
2000 and 1999 and for the years ended December 31, 2000 and 1999, have been
derived from the unaudited financial statements of NYMC.

Our unaudited summary pro forma consolidated financial statements as of and
for the year ended December 31, 2003 assume, as of the beginning of the period
presented for the operating data and as of the stated date for the balance sheet
data, the completion of our acquisition of NYMC, the completion of this offering
and the application of the net proceeds, to the extent discernable, contractual
or as otherwise factually supportable, as described in "Use of Proceeds."

As the execution of our business plan is contingent upon the completion of
this offering, it is assumed that the available net proceeds from this offering
are held as cash for purposes of this pro forma presentation and not invested in
mortgage loans and mortgage-backed securities on a leveraged basis as
contemplated by our business plan. As a result, our unaudited pro forma
financial data is not indicative of what our actual financial position and
results of operations would have been as of the date and for the periods
indicated had this offering and our acquisition of NYMC been completed at the
beginning of the periods covered by the pro forma financial statements, nor does
it purport to represent our future financial position or results of operations.
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SELECTED FINANCIAL DATA AS OF AND FOR THE PERIODS ENDED

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEAR ENDED DECEMBER 31,
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OPERATING DATA:
Revenues:

Gains on sales of mortgage loansS.............
Revenue from brokered loans.............cce...
Interest 1ncome. ..... ..ottt eennnnnnns
MiSCEllanEOUS . ¢ i v vttt eeeeeeeeeeaneeeeeeens

TOoLaAl FEVENUES . ¢ vttt ettt e te e e eneeeaens
Salaries, commission, and related expenses....
Cost of brokered loanS........cuoueeiieeeeennnn
Interest eXPenSe. ...ttt i ittt ittt
General and administrative expenses..........

TOLAl EXPENSES . i i ittt ettt eee e eeneeaeens

Income before provision for income taxes.....
IncCome LaAXES . . ittt ittt ittt it tineenennn

Net 1nCome. @ittt it ittt e e et e et e eaeenn

Pro forma basic income per share(3)..........
Pro forma diluted income per share(3)........

Pro forma weighted average common stock

outstanding —— basic(4) ...

Pro forma weighted average common stock

outstanding —— diluted(4) .....couiiiii...

BALANCE SHEET DATA:

Cash and equivalents.......oui it ennnnn
Loans held for sale.......iiiiiiiiienennnnn
Due from loan purChaserS.......c.oeeeeeeeeennnn
Total ASSEES .t it ittt ettt et ettt e
Financing arrangements.........ououieeeeeennnn.
Subordinated notes due to members............
Total liabilities.......ciiiiiiiiiiinnnnnnnn.
Equity (deficit) .. ..i ittt

OTHER DATA:

Purchase money originations..................
Refinancing originations............... ...

Total originations.......c..o.eiiiiieiinennn..

Fixed-rate originations...........oeveieennn..
Adjustable-rate originations.................

Total originations.......c..o.eiiiiieiinennn..
Weighted average middle credit score.........
Total mortgage Sales. ... inennneennnn
Brokered originations............ i,
Weighted average whole loan sales price over

Operating expense as a percent of total loans

originated(5) .« v ittt e e e e
Return on average assets(6) ....c.cuoeieeeeennnn.
Number of branches at period end.............
Number of employees at period end............

(1) As the execution of our business plan is contingent

$ 23,031 $ 23,031 $ 9,858 S 6,429
6,682 6,682 5,241 3,749

7,610 7,610 2,986 1,570

45 45 15 48

37,368 37,368 18,100 11,796
13,308 9,247 5,788 3,644
3,733 3,734 2,992 2,174

3,119 3,266 1,673 1,289

7,762 7,395 3,897 2,808
27,922 23,642 14,350 9,915
9,446 13,726 3,750 1,881

4,178 - - -

$ 5,268 $ 13,726 $ 3,750 $ 1,881
$ s -- -- --
$ $ -- -- --
S 217,390 $ 3,899 S 2,746 S 1,549
36,258 36,258 34,039 9,894
58,862 58,862 40,621 20,707
323,573 110,081 83,004 34,561
90,425 90,425 73,016 29,705

0 14,707 0 0

95,701 110,555 76,504 30,891
227,872 (474) 6,500 3,670

- $ 803,446 $469,404 $374,454

- 796,879 407,827 209,748

- $1,600,325 $877,231 $584,202

—= $ 890,172 $518, 382 $398,056

—= 710,153 358,849 186,146

- $1,600,325 $877,231 $584,202

—= 717 724 721

- $1,234,848 $633,223 $404,470

- $ 365,477 $244,008 $179,732

—= 1.75% 1.52% 1.37

- 1.25% 1.41% 1.45

- 14.2% 6.4% 8.0

- 15 13 7

- 335 184 147

upon the completion of
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this offering, it is assumed that the available net proceeds from this
offering are held as cash for purposes of this pro forma presentation rather
than invested in mortgage-backed loans and mortgage securities on a
leveraged basis as contemplated by our business plan. Other significant
differences in our contemplated business
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SELECTED FINANCIAL DATA AS OF AND FOR THE PERIODS ENDED —-- (CONTINUED)
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

plan versus the pro forma presentation include the retention by us of a
portion of the loans originated by NYMC, which have historically been sold
to third party investors and are a significant source of NYMC's historical
revenues. In addition, retention of these loans by us would generate
additional qualifying interest income for purposes of the REIT gross income
tests that would not be subject to corporate income tax, but would be
subject to the REIT distribution requirements. As our contemplated business
plan assumes that NYMC will be a taxable REIT subsidiary, the pro forma
analysis indicates pro forma net income taxed at statutory federal and state
corporate tax rates. As a result, our pro forma financial data is not
indicative of what our actual financial position and results of operations
would have been as of the date and for the periods indicated had this
offering and our acquisition of NYMC actually been completed at the
beginning of the periods covered by the pro forma financial statements, nor
does it purport to represent our future financial position or results of
operations.

Although NYMC was formed in 1998, its financial operations did not begin
until the first quarter of 1999 when it became licensed to perform mortgage
banking and brokerage activities.

Pro forma basic and diluted income per share are computed assuming this
offering was consummated as of the first day of the period presented.

Does not include 100,000 shares of common stock that will be held in escrow
through December 31, 2004 which will be available to satisfy any
indemnification claims we may have against the contributors of the NYMC
membership interests under the contribution agreement between us and the
contributors during the escrow period for losses we incur as a result of
defaults on any of the residential mortgage loans originated by NYMC and
closed prior to the completion of this offering.

Total operating expenses (total expenses excluding interest expense and
depreciation and amortization expenses) divided by total originations, as
measured by original principal balance.

Return on average assets has been calculated by dividing net income for each
respective period by the average of beginning and ending total assets for
such period.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULT OF OPERATIONS
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The following should be read in conjunction with our financial statements
and notes thereto contained elsewhere in this prospectus.

GENERAL

Upon completion of this offering, we will acquire NYMC. NYMC originates
mortgage loans of all types, with a particular focus on prime adjustable- and
fixed-rate, first lien, residential purchase mortgage loans. Historically, NYMC
has sold all of the loans it originates to third parties, and has also brokered
loans to other mortgage lenders prior to funding. Following completion of this
offering and our acquisition of NYMC, we intend to build a leveraged portfolio
of residential mortgage loans comprised largely of prime adjustable-rate and
hybrid mortgage loans that we originate. NYMC does not currently service any
loans. Following this offering, we will service loans that we originate and
retain in our portfolio through a subservicer. In addition, in the short term
and from time to time in the future, we intend to invest in mortgage-backed
securities on a leveraged basis. Generally, we expect to continue to sell the
fixed rate loans we originate to third parties as well as any adjustable-rate or
hybrid loans we originate that do not meet our investment criteria or portfolio
requirements. We may also include in our mortgage loan portfolio loans acquired
in bulk pools from other originators and securities dealers. We expect to
qualify, and will elect to be taxed, as a real estate investment trust, or REIT,
under the Internal Revenue Code of 1986, as amended, beginning with our short
taxable year beginning on the business day immediately preceding the closing of
this offering and ending December 31, 2004. NYMC will be a taxable REIT
subsidiary of ours after completion of our acquisition of NYMC and this
offering.

NYMC has historically generated revenues through the origination and
subsequent sale of funded loans. NYMC has typically held the loans it originates
for a relatively short period of time after they are funded (generally for 10 to
90 days after closing) before the loans are transferred to a third party. NYMC's
revenue to date has consisted primarily of:

- net gains from the sale for cash of its loans at prices in excess of
their origination costs (including overhead);

- broker fees received in connection with loans it brokers to other lenders
(approximately 20% of NYMC's loan volume);

- net interest income, which is the difference between the interest income

generated by its mortgage loans and its interest expense on the financing

of its lending activities through its warehouse lines of credit and
repurchase facilities during the time it holds its mortgage loans;

— origination and discount fees; and

- application fees, commitment fees and other customary ancillary fees
generated on mortgage originations.

NYMC's expenses to date have consisted primarily of:

- salaries, commissions, benefits and associated payroll costs;
— expenses directly related to brokered loans;

- occupancy and equipment costs;

- marketing, promotion and advertising costs;

- professional dues, licensing, and permit fees;
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— office supplies and expenses;

- data processing and communication costs;

travel and entertainment expenses; and
— depreciation and amortization expense.
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Commissions paid to mortgage loan originators are 100% variable, meaning
commissions are paid only upon the origination of the mortgage loan, while
administrative and corporate salaries, benefits and related payroll costs may
fluctuate based on management's assessment of appropriate levels of non-loan
originator staffing, which correlates to actual and predicted future levels of
mortgage loan origination volume.

NYMC originates mortgage loans to finance both home purchases, referred to
as purchase mortgages, and refinancings of existing mortgage loans. For the year
ended December 31, 2003 NYMC's purchase loan originations represented 50.2% of
NYMC's total residential mortgage loan originations as measured by principal
balance, as compared to an industry-wide percentage of 34% for one to four
family mortgage loans, according to the March 15, 2004 report of the Mortgage
Bankers Association of America. NYMC's average volume of purchase mortgage loans
relative to total originations has been 53%, 64% and 89% for the years 2002,
2001 and 2000, respectively. Refinancings generally occur in periods of
declining interest rates and/or when the borrower has substantial equity in its
home and wishes to incur additional mortgage debt and utilize the cash proceeds
elsewhere.

Although much of NYMC's growth has been generated internally, we may, from
time to time in the future, engage in the acquisition of other mortgage banking
businesses. Any acquisition may result in potentially dilutive issuances of
equity securities and the incurrence of additional debt and expenses. We may
also experience difficulties in integrating the operations, services, products
and personnel of any such acquired company or the diversion of management's
attention from ongoing business operations.

An example of externally generated growth is NYMC's recent assumption of
selected branches and personnel from SIB Mortgage Corp., or SIB. On March 1,
2004, NYMC entered into an assignment and assumption agreement with SIB with
regard to eight loan origination branches -- including the locked and unlocked
mortgage loan pipelines, meaning in-process mortgage loans with or without
locked-in interest rates, furniture, fixtures, equipment, computers, tangible
personal property and leasehold improvements (to the extent located in the
branches), and certain other assets —-- in exchange for NYMC's assumption of
certain expenses and obligations in connection with the operation of these
branches from and after March 1, 2004.

The total mortgage loan pipeline for all eight branches was approximately
$73 million, including locked loans totaling approximately $24.3 million. NYMC
is required to sell the locked loans back to SIB upon closing at our cost and
deliver them to Lehman Brothers Bank FSB. The remaining pipeline loans are in
various stages of processing and are integrated into our pipeline in the same
manner as all other loans originated by NYMC in the normal course of business.
NYMC also assumed from SIB the obligation to pay approximately $1.8 million in
accrued compensation due to six of the eight branch managers. NYMC received $1.8
million in cash from SIB to pay this accrued compensation.

NYMC hired 134 SIB employees who work at these eight branches, which are
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located in Northfield, New Jersey; Seaville, New Jersey; Haworth, New Jersey;
Rockville, Maryland; Virginia Beach, Virginia; Fairfax, Virginia; Terre Haute,
Indiana; and Fairfield, Connecticut. SIB assigned to NYMC and NYMC assumed three
branch location office leases with respect to the Virginia Beach, Terre Haute,
and Fairfield branches. All of the leases are on a month-to-month basis other
than the Virginia Beach lease which runs through March 31, 2006. NYMC entered
into subleases for the other five branches (Northfield, Seaville, Haworth,
Rockville and Fairfax) on a month-to-month basis. The aggregate base rent for
the branches is $31,402 per month.

Following completion of this offering, we expect to retain in a qualified
REIT subsidiary substantially all of the adjustable-rate and hybrid mortgage
loans that we originate and that meet our investment objectives and portfolio
requirements, while continuing to sell the fixed-rate loans and other loans we
originate that do not meet our investment criteria or portfolio requirements. We
may also purchase whole loans from third parties either for resale or to package
for securitization with the originated mortgage loans in our portfolio to the
extent that doing so would create economies of scale or is necessary to meet one
or more REIT qualification tests. Once our portfolio of adjustable-rate and
hybrid loans has reached a sufficient size, we intend to securitize the loans in
our portfolio. In the meantime, we intend to include in our portfolio
mortgage-backed securities that meet our investment criteria and are purchased
from third parties. Although certain members of our senior management team have
experience in mortgage banking
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and investing in and managing portfolios of residential mortgage loans and
mortgage-backed securities, we have no prior history with respect to
securitizing our mortgage loans or managing a portfolio of mortgage loans. This
strategy, combined with our REIT election, will result in significant changes to
certain of our accounting policies and to our financial statements as compared
to NYMC's historical accounting policies and financial statements, which changes
are discussed below under the captions "Critical Accounting Policies" and
"Forward Looking Financial Statement Effects." Because of these changes, NYMC's
historic financial results, as discussed in this section, are not necessarily
indicative of our future performance following completion of this offering.

ACQUISITION OF NYMC

On December 22, 2003, we entered into a contribution agreement with Steven
B. Schnall and Joseph V. Fierro, as amended and restated on March 23, 2004, as
further amended and restated on April 29, 2004, pursuant to which Messrs.
Schnall and Fierro and their affiliates have agreed to contribute to us, and we
have agreed to accept, all of the outstanding equity interests in NYMC in
exchange for the issuance by us to Messrs. Schnall and Fierro and their
affiliates of a total of 2,750,000 shares of our common stock (1,925,000 shares
to Mr. Schnall and his affiliate and 825,000 shares to Mr. Fierro and his
affiliate), of which 100,000 shares in the aggregate will be held in escrow
through December 31, 2004 and will be available to satisfy any indemnification
claims we may have under the contribution agreement against the contributors of
the NYMC membership interests under the contribution agreement between us and
the contributors during the escrow period for losses we incur as a result of
defaults on any residential mortgage loans originated by NYMC and closed prior
to completion of this offering.

In addition, NYMC intends to make cash distributions of $2,500,000 in the
aggregate to Steven B. Schnall and Joseph V. Fierro and their affiliates, who

48



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

together comprise all of the members of NYMC, immediately before completion of
this offering. The distribution is based on the estimated paid-in equity and
retained earnings of NYMC as of the anticipated closing date of this offering.
This amount represents the estimated amount of incremental net income for the
period from December 31, 2003 up to the anticipated closing date of this
offering. The cash distribution will be made to the members of NYMC pro rata in
accordance with their respective ownership interests.

CRITICAL ACCOUNTING POLICIES

Management's discussion and analysis of NYMC's financial condition and
results of operations is based on the amounts reported in NYMC's historical
financial statements included elsewhere in this prospectus. These financial
statements have been prepared in conformity with accounting principles generally
accepted in the United States of America, or GAAP, many of which require the use
of estimates, judgments and assumptions that affect reported amounts. Changes in
the estimates and assumptions could have a material effect on these financial
statements. In accordance with recent Securities and Exchange Commission
guidance, those material accounting policies that we believe are the most
critical to an investor's understanding of NYMC's financial results and
condition and require complex management judgment have been described below.
Following completion of this offering, we will continue to apply these
accounting policies except where otherwise noted in this section or below under
the caption "Forward Looking Financial Statement Effects."

Marketable Securities. At December 31, 2003, NYMC held approximately $3.7
million of marketable securities. Marketable securities are classified as
available for sale. As such, they are carried at market value with net
unrealized gains or losses reported as a component of accumulated other
comprehensive income. Market value is based primarily upon third party
quotations, which provide valuation estimates based upon reasonable market order
indications or a good faith estimate thereof. These quotations are subject to
significant variability based on market conditions, such as interest rates and
spreads. Changes in market conditions, as well as changes in the assumptions or
methodology used to determine market value, could result in a significant
increase or decrease in the recorded equity of the company.
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NYMC also assesses whether unrealized losses on securities, if any, reflect
a decline in value which is other than temporary and, accordingly, writes the
impaired security down to its market value through earnings. Significant
judgment is required in this analysis. To date, no write-downs of that type have
been made. Realized gains and losses on securities sold are included in other
income and expenses and are determined using the specific identification method.

Income on available for sale securities is recognized using the effective
yield methodology based upon a number of assumptions that are subject to
uncertainties and contingencies. These assumptions include the expected maturity
date of the security and the rate and timing of principal and interest receipts
(which may be subject to prepayments, delinquencies and defaults). Premiums and
discounts associated with the purchase of the marketable securities are
amortized/accreted into interest income over the estimated lives of the
securities using the interest method. These uncertainties and contingencies are
difficult to predict and are subject to future events and economic and market
conditions, which may alter the assumptions.

Loans Held for Sale. At December 31, 2003, we held approximately $36.3
million of loans held for sale. Loans held for sale represent mortgage loans
originated and held pending sale to interim and permanent investors. The
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mortgage loans are carried at the lower of cost or market value. Market wvalue is
determined by examining outstanding commitments from investors or current
investor yield requirements, calculated on the aggregate loan basis, less an
estimate of the costs to complete the loan, less the deferral of fees and points
received, plus the deferral of direct origination costs. Gains or losses on
sales are recognized at the time the loan files and related documentation are
transferred to the investor and are based upon the difference between the sales
proceeds from the final investor and the adjusted book value of the loan sold.

Transfers of Assets. A transfer of mortgage loans or mortgage securities
in which NYMC surrenders control over the financial assets is accounted for as a
sale. Gains and losses on the assets transferred are recognized based on the
carrying amount of the financial assets involved in the transfer, allocated
between the assets transferred and the retained interests, if any, based on
their relative fair value at the date of transfer. To determine fair value, NYMC
estimates fair value based on the present value of future expected cash flows
using management's best estimate of the key assumptions, including credit
losses, prepayment speeds, forward yield curves, and discount rates commensurate
with the risks involved. When NYMC retains control over transferred mortgage
loans or mortgage securities (such as under a repurchase agreement), the
transaction is accounted for as a secured borrowing.

The following is a description of the methods NYMC has historically used to
transfer assets, including the related accounting treatment under each method.
Following the offering, we will continue to use these methods except where
otherwise noted in this section or under the caption "Forward Looking Financial
Statement Effects."

— Whole Loan Sales. Whole loan sales represent loans sold on a servicing
released basis, which means that the servicing rights with respect to the
loans are transferred to the purchaser concurrently with the sale of the
loan. Gains and losses on whole loan sales are recognized in the period
the sale occurs and NYMC has determined that the criteria for sale
treatment has been achieved in that they have surrendered control over
the assets transferred. NYMC generally has an obligation to repurchase
whole loans sold in circumstances in which the borrower fails to make the
first payment. Additionally, NYMC is also generally required to repay all
or a portion of the premium it receives on the sale of whole loans in the
event that the loan prepays in its entirety within a period of one year
after origination. NYMC records the fair value of recourse obligations
upon the sale of the mortgage loans. Also see "Critical Accounting
Policies —-- Loans Held for Sale" above.

- Loans and Securities Sold Under Repurchase Agreements. Repurchase
agreements represent legal sales of loans or mortgage securities and an
agreement to repurchase the loans or mortgage securities at a later date.
Repurchase agreements are accounted for as secured borrowings because
NYMC has not surrendered control of the transferred assets.
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RISK MANAGEMENT

NYMC has developed risk management practices and programs designed to
manage market risk associated with its normal investment and business
activities. We will continue to apply these practices and programs following
completion of this offering except where otherwise noted in this section or
under the caption "Forward Looking Financial Statement Effects."

Derivative Financial Instruments. NYMC enters into derivative transactions
solely for risk management purposes. The decision of whether or not a given
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transaction (or portion thereof) is hedged is made on a case-by-case basis,
based on the risks involved and other factors as determined by senior
management, including the financial impact on income and asset valuation and the
restrictions imposed on REIT hedging activities by the Internal Revenue Code,
among others. In determining whether to hedge a risk, NYMC may consider whether
other assets, liabilities, firm commitments and anticipated transactions already
offset or reduce the risk. All transactions undertaken as a hedge are entered
into with a view towards minimizing the potential for economic losses that could
be incurred by NYMC. Generally, all derivatives entered into are intended to
qualify as hedges in accordance with GAAP, unless specifically precluded under
Financial Accounting Standards Board Statement No. 133 "Accounting for
Derivative Instruments and Hedging Activities," or FAS 133. To this end, terms
of the hedges are matched closely to the terms of hedged items.

NYMC has also developed risk management programs and processes designed to
manage market risk associated with normal mortgage origination activities.

In the normal course of its mortgage loan origination business, NYMC enters
into contractual interest rate lock commitments, or IRLCs, to extend credit to
finance residential mortgages. These commitments, which contain fixed expiration
dates, become effective when eligible borrowers lock-in a specified interest
rate within time frames established by NYMC's origination, credit and
underwriting practices. Interest rate risk arises if interest rates change
between the time of the lock-in of the rate by the borrower and the sale of the
loan. The IRLCs are considered undesignated or free-standing derivatives.
Accordingly, IRLCs are recorded at fair value with changes in fair value
recorded to current earnings. Mark to market adjustments on IRLCs are recorded
from the inception of the interest rate lock through the date the underlying
loan is funded. The fair value of the IRLCs is determined by an estimate of the
ultimate gain on sale of the loans net of estimated net costs to originate the
loan. In accordance with a proposed Staff Accounting Bulletin to be issued by
the Securities and Exchange Commission, beginning in the second quarter of 2004,
the fair value of IRLCs can only be zero or a liability, but never an asset in
our financial statements.

To mitigate the effect of the interest rate risk inherent in issuing an
IRLC from the lock-in date to the funding date of a loan, NYMC generally enters
into forward sale loan contracts, or FSLCs. Since the FSLCs are committed prior
to mortgage loan funding and thus there is no owned asset to hedge, the FSLCs in
place prior to the funding of a loan are undesignated derivatives under FAS 133
and are marked to market with changes in fair value recorded to current
earnings.

NYMC uses other derivative instruments, including treasury, agency or
mortgage-backed securities and notes forward sale contracts, which are also
classified as free-standing, undesignated derivatives and thus are recorded at
fair value with the changes in fair value recorded to current earnings.

Once a loan has been funded, NYMC's risk management objective for its
mortgage loans held for sale is to protect earnings from an unexpected charge
due to a decline in value of its mortgage loans. NYMC's strategy is to engage in
a risk management program involving the designation of FSLCs (the same FSLCs
entered into at the time of the IRLC) to hedge most of its loans held for sale.
Provided that the FSLCs have been designated as qualifying hedges for the funded
loans and the notional amount of the forward delivery contracts, along with the
underlying rate and critical terms of the contracts, are equivalent to the
unpaid principal amount of the mortgage loans being hedged, the forward delivery
contracts effectively fix the forward sales price and thereby offset interest
rate and price risk to NYMC. NYMC evaluates this relationship quarterly and
classifies and accounts for FSLCs which are deemed effective as fair value
hedges.
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Termination of Hedging Relationships. NYMC employs a number of risk
management monitoring procedures that are designed to ensure that the designated
hedging relationships are demonstrating, and are expected to continue to
demonstrate, a high level of effectiveness. Hedge accounting is discontinued on
a prospective basis if it 1is determined that the hedging relationship is no
longer highly effective or expected to be highly effective in offsetting changes
in fair value of the hedged item. Additionally, NYMC may elect to de-designate a
hedge relationship during an interim period and re-designate upon the
rebalancing of a hedge profile and the corresponding hedge relationship. When
hedge accounting is discontinued, NYMC continues to carry the derivative
instruments on its balance sheet at fair value with changes in their value
recorded to current earnings.

Additional accounting policies will be required to handle our business
subsequent to our acquisition of NYMC and completion of this offering.
Additional accounting policies that we will apply subsequent to our acquisition
of NYMC and completion of this offering are set forth in the following section.

FORWARD LOOKING FINANCIAL STATEMENT EFFECTS

As a result of the proposed changes in the way we will conduct our business
after this offering, we believe it is important to describe the differences that
an investor would expect to see in our financial statements.

Mortgage Loans Held for Investment. Following this offering, we will
retain in our portfolio substantially all of the adjustable-rate mortgage loans
that we originate and that meet our investment criteria and portfolio
requirements. We do not currently service any loans. Following this offering, we
will service loans that we originate and retain in our portfolio through a
subservicer. Servicing is the function primarily consisting of collecting
monthly payments from mortgage borrowers, and disbursing those funds to the
appropriate loan investors.

We may also include in our portfolio loans acquired in bulk pools from
other originators and securities dealers. Mortgage loans held for investment are
recorded net of deferred loan origination fees and associated direct costs and
are stated at amortized cost. Mortgage loan origination fees and associated
direct mortgage loan origination costs on mortgage loans held-in-portfolio are
deferred and amortized over the life of the loan as an adjustment to yield using
the level yield method. This amortization includes the effect of projected
prepayments.

Interest is recognized as revenue when earned according to the terms of the
mortgage loans and when, in the opinion of our management, it is collectible.
The accrual of interest on loans is discontinued when, in management's opinion,
the interest is not collectible in the normal course of business, but in no case
beyond when payment on a loan becomes 90 days delinquent. Interest collected on
loans is recognized as income upon receipt.

NYMC's historical operations had an insignificant amount of loan losses due
to default or non-performance on the loans primarily because mortgage loans were
sold soon after being originated. When we hold loans for investment, we will
record an allowance for probable loan losses. Our portfolio mortgage loans held
for investment will be collectively evaluated for impairment as the loans will
be homogeneous in nature. We will maintain an allowance for credit losses
inherent in the portfolio balance sheet. The allowance will be based upon the
assessment of management of various factors affecting our mortgage loan
portfolio, including current economic conditions, the makeup of the portfolio
based on credit grade, loan-to-value ratios, delinquency status, historical
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credit losses, purchased mortgage insurance and other factors deemed to warrant
consideration. The allowance will be maintained through ongoing provisions
charged to operating income and will be reduced by loans that are charged off.
Determining the allowance for loan losses 1s subjective in nature due to the
estimation required and the potential for imprecision. This will be a critical
accounting policy and our management intends to create methodologies to assist
in the periodic and reasonable calculation of the allowance.

When we have a portfolio of loans that we hold for investment, in addition
to our portfolio of loans held for sale, the presentation of interest income and
interest expense on those two portfolios will be modified from what NYMC
currently shows in its historical consolidated financial statements. We will
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separate our interest income and expense into two components: "Interest
income -- loans held for sale" and "Interest income —-- loans held for
investment." Similarly, we will separate interest expense into two components:
"Interest expense -- loans held for sale" and "Interest expense —- loans held
for investment."

When we have a portfolio of loans that we hold for investment, we will also
make certain changes to our balance sheet. NYMC currently shows "Loans held for
sale" consisting of fixed-rate and adjustable-rate loans accounted for at the
lower of cost or market price. Since we intend to continue to sell all of our
fixed-rate loans, we will continue to record them as "Mortgage loans held for
sale" which will also include any adjustable-rate loans which we intend to sell.
We will show adjustable-rate loans that we retain in our portfolio as "Loans
held for investment." NYMC currently shows borrowings used to support mortgage
loans held for sale as "financing arrangements." We will record these borrowings
as "financing arrangements, loans held for sale." We will record the
mortgage-backed securities we intend to issue to finance our portfolio loans and
the warehouse financing of our portfolio loans prior to securitization as
"Beneficial interests and other borrowings, loans held for investment."

NEW ACCOUNTING POLICIES

Upon completion of this offering, we expect to apply the following critical
accounting policies, in addition to those discussed above. The first of these
policies —-- accounting for transfers and servicing of financial
assets —-- relates to our proposed financing strategy utilizing on-balance sheet
securitizations. The second relates to our management of interest rate risk on a
leveraged portfolio of mortgage loans and securities. The third relates to
recognition of interest income and impairment on purchased and retained
beneficial interests in securitized financial assets. The fourth, fifth and
sixth of these policies relate to our new corporate structure and planned
issuance of stock compensation:

Accounting for Transfers and Servicing of Financial Assets. We may
regularly securitize mortgage loans by transferring mortgage loans to
independent trusts which issue securities to investors. The securities are
collateralized by the mortgage loans transferred into these independent trusts.
We will generally retain interests in all or some of the securities issued by
the trusts. Certain of the securitization agreements may require us to
repurchase loans that are found to have legal deficiencies, subsequent to the
date of transfer. The accounting treatment for transfers of assets upon
securitization depends on whether or not we have retained control over the
transferred assets. We will service, through a subservicer, loans that we
originate and retain in our portfolio.

As we begin to generate and retain a portfolio of loans for securitization,
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we will comply with the provisions of Financial Accounting Standards Board
Statement No. 140 "Accounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities," or FAS 140, related to each securitization.
Depending on the structure of the securitization, it will either be treated as a
sale or secured financing for financial statement purposes. We anticipate that
our securitizations will be treated as secured financings under FAS 140. Our
strategy of retaining on our balance sheet certain mortgage loans held for
investment and included in our securitization pools will reduce the number of
loans NYMC sells and, therefore, our total gains on sales of mortgage loans for
financial accounting purposes will be lower than NYMC has historically
recognized.

Managing Interest Rate Risk. We may hedge the aggregate risk of interest
rate fluctuations with respect to our borrowing index. We generally intend to
hedge only the risk related to changes in the benchmark interest rate used in
the variable rate index, usually a London Interbank Offered Rate, known as
LIBOR, or a U.S. Treasury rate.

In order to reduce these risks, we may enter into interest rate swap
agreements whereby we would receive floating rate payments in exchange for fixed
rate payments, effectively converting the borrowing to a fixed rate. We may also
enter into interest rate cap agreements whereby, in exchange for a fee, we would
be reimbursed for interest paid in excess of a certain capped rate.
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To qualify for cash flow hedge accounting, interest rate swaps and caps
must meet certain criteria, including:

(1) that the items to be hedged expose us to interest rate risk, and

(2) that the interest rate swaps or caps are highly effective in
reducing our exposure to interest rate risk.

Correlation and effectiveness of the interest rate swaps and caps are
periodically assessed based upon a comparison of the relative changes in the
fair values or cash flows of the interest rate swaps and caps and the items
being hedged.

For derivative instruments that are designated and qualify as a cash flow
hedge (meaning hedging the exposure to variability in expected future cash flows
that 1is attributable to a particular risk), the effective portion of the gain or
loss, and net payments received or made, on the derivative instrument will be
reported as a component of other comprehensive income and reclassified into
earnings in the same period or periods during which the hedged transaction
affects earnings. The remaining gain or loss on the derivative instrument in
excess of the cumulative change in the present value of future cash flows of the
hedged item, if any, will be recognized in current earnings during the period of
change.

With respect to interest rate swaps and caps that have not been designated
as hedges, any net payments under, or fluctuations in the fair value of, these
swaps and caps will be recorded to current income.

Derivative financial instruments contain credit risk to the extent that the
institutional counterparties may be unable to meet the terms of the agreements.
We expect to minimize this risk by using multiple counterparties and limiting
our counterparties to major financial institutions with good credit ratings. In
addition, we plan to regularly monitor the potential risk of loss with any one
party resulting from this type of credit risk. Accordingly, we do not expect any
material losses as a result of default by other parties.
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Recognition of Interest Income and Impairment on Purchased and Retained
Beneficial Interests in Securitized Financial Assets. As previously described
herein, the Company plans to regularly securitize its mortgage loans and retain
beneficial interests created. In addition, the Company may purchase such
beneficial interests from third parties. For certain of its purchased and
retained beneficial interests in securitized financial assets (other than
beneficial interests of high credit quality, sufficiently collateralized to
ensure that the possibility of credit loss is remote, or that cannot
contractually be prepaid or otherwise settled in such a way that the Company
would not recover substantially all of its recorded investment) the Company will
follow the guidance in Financial Accounting Standards Board Emerging Issues Task
Force Issue No. 99-20, "Recognition of Interest Income and Impairment on
Purchased and Retained Beneficial Interests in Securitized Financial Assets," or
EITF 99-20. Accordingly, on a quarterly basis, when significant changes in
estimated cash flows generated from the securitized asset's underlying
collateral from the cash flows previously estimated occur due to actual
prepayment and credit loss experience, the Company will calculate revised yields
based on the current amortized cost of the investment (including any
other-than-temporary impairments recognized to date) and the revised cash flows.
The revised yields are then applied prospectively to recognize interest income.

Additionally, unless our retained interest in the loan held in our
portfolio is accounted for as a secured financing under EITF 99-20, when
significant changes in estimated cash flows from the cash flows previously
estimated occur due to actual prepayment and credit loss experience, and the
present value of the revised cash flows using the current expected yield is less
than the present value of the previously estimated remaining cash flows
(adjusted for cash receipts during the intervening period), an other-than-
temporary impairment is deemed to have occurred. Accordingly, the security is
written down to the fair value with the resulting change being included in
income, and a new cost basis established. In both instances, the original
discount or premium is written off when the new cost basis is established. After
taking into account the effect of the impairment charge, income is recognized
under EITF 99-20, as applicable, using the market yield for the security used in
establishing the write-down.
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Basis of Presentation and Principles of Consolidation. Following
completion of the acquisition of NYMC and this offering, our consolidated
financial statements will include the accounts of New York Mortgage Trust and
the accounts of its subsidiaries, including NYMC, which will be a taxable REIT
subsidiary. NYMC's financial statements will be consolidated with NYMT for
financial reporting purposes but not consolidated with us for tax reporting
purposes. All material intercompany accounts and transactions are eliminated in
consolidation.

Our acquisition of NYMC will be accounted for as a transfer of assets
between entities under common control. Accordingly, the Company will record the
assets and liabilities transferred from NYMC at their carrying amounts in
accounts of NYMC at the date of transfer.

Accounting for Stock-based Compensation. When we issue stock-based
compensation in conjunction with our new corporate structure, we will be
required to account for the stock-based compensation under Financial Accounting
Standards Board Statement No. 123 "Accounting for Stock-based Compensation," or
FAS 123. As allowed by FAS 123, we will account for stock-based compensation
using the intrinsic value method prescribed by the Accounting Principals Board
Opinion No. 25.
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FAS 123 allows for the accounting of stock-based compensation using the
intrinsic value method or the fair value method. Under the fair value method,
compensation cost is measured at the grant date based on the value of the award
and is recognized over the service period, which is usually the vesting period.
Under the fair value method, stock option valuation is typically determined
using an option-pricing model whose calculation and assumptions may be
subjective. Under the intrinsic value method, which we will adopt, compensation
cost is the excess, if any, of the quoted market price of our common stock on
the grant date or other measurement date over the amount an employee must pay to
acquire the stock. We believe that the intrinsic value method using a market
price is a more objective evaluation.

REIT Compliance. We intend to qualify, and will elect to be taxed as a
real estate investment trust, or REIT, for federal income tax purposes. NYMC
will continue as our primary mortgage origination subsidiary and we will make an
election to treat NYMC as a taxable REIT subsidiary. In order to meet certain of
the requirements for us to qualify as a REIT, we intend to continue to conduct
all of our loan sales and loan brokerage activities, as well as certain
origination functions, through NYMC. We expect that all of our loans will be
sourced, underwritten and processed by NYMC including those that will be held
for investment. Loans held for investment will be funded or purchased by us or
by a qualified REIT subsidiary and accounted for at amortized cost for financial
accounting purposes. Interest income generated from our retained portfolio will
be recognized as income.

Federal income tax law requires that a REIT distribute to its stockholders
annually at least 90% of its taxable income, excluding the retained earnings of
any taxable REIT subsidiary it owns, but including any dividends received from a
taxable REIT subsidiary. To the extent that a REIT distributes at least 90%, but
less than 100% of its REIT taxable income, it will be subject to federal income
tax on its undistributed income. As long as we distribute all of our taxable
income to our stockholders, we will not be subject to federal income tax on our
REIT taxable income and will not record income tax (benefit) expense with
respect to that income. We expect that we will make regular quarterly
distributions of all or substantially all of our REIT taxable income to holders
of our common stock. Any taxable income generated by NYMC, however, will be
subject to regular corporate income tax. As a result, NYMC will record income
tax (benefit) expense. NYMC may retain any income it generates net of any tax
liability it incurs on that income without affecting the distribution
requirements to which we are subject as a REIT. If NYMC chooses to distribute
any of its after tax earnings to us, that distribution will be included in our
REIT taxable income and will be distributed to our stockholders accordingly. Any
distributions we make in the future will be at the discretion of our board of
directors and will depend upon, among other things, our actual results of
operations.

As described in more detail under the heading "Federal Income Tax

Consequences of Our Status as a REIT -- Requirements for Qualification -- Gross
Income Tests and —-- Asset Tests" in order to qualify as a REIT, at least 75% of

our gross income must come from certain real estate related sources and at least
95% of our gross income must come from those real estate related sources and
certain other sources that
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are set forth in the REIT tax laws, mainly interest and dividends. We are
subject to various limitations on our ownership of securities, including a
limitation that the value of our investment in our taxable REIT subsidiary,
NYMC, together with any other future investments in taxable REIT subsidiaries,
cannot exceed 20% of our total assets. In addition, at least 75% of our assets
must be qualified real estate assets, government securities and cash items. The
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need to comply with these asset requirements may cause us to acquire other
assets that are qualified real estate assets for purposes of these requirements
(for example, interests in other mortgage loan portfolios) but are not part of
our overall business strategy and might not otherwise be the best investment
alternative for us.

The Internal Revenue Code provisions applicable to REITs provide that the
income from specified hedging transactions is qualifying income for purposes of
the 95% gross income test, but not the 75% gross income test, both of which a
REIT must satisfy on an annual basis. Income derived from hedging transactions
not specified in these provisions is not treated as qualifying income for
purposes of either of the gross income tests applicable to REITs. Because we
intend to structure our hedging transactions in a manner that does not
jeopardize our status as a REIT, we will be limited in the type and amount of
hedging transactions into which we may enter directly (although these
limitations would not apply to hedging transactions undertaken by NYMC) due to
the REIT income tests described above.

NYMC'S RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 2003 COMPARED TO YEAR ENDED DECEMBER 31, 2002
Net Income

Net income increased approximately 360.5% to $13.7 million for the year
ended December 31, 2003 from $3.8 million for the comparable period in 2002. The
increase in net income in 2003 was primarily the result of increased loan
origination production resulting in increased loan sales volume and net interest
income. Two primary factors contributed to this increase in loan origination
production: a successful effort by NYMC to increase significantly its loan
origination staff and low prevailing interest rates, which resulted in an
increase in refinance mortgage loan volume. Total revenue increased 106.5% with
a corresponding 64.8% increase in total expenses during the year ended December
31, 2003, as compared to the comparable period in 2002, indicating loan
origination efficiencies at higher production volumes.

Total loan origination volume for the year ended December 31, 2003
increased 76.0% to 5,704 loans from 3,241 for the comparable period in 2002.
Total loan origination volume, as measured by principal balance, increased
approximately 82.4% to $1.6 billion for the year ended December 31, 2003 from
$877.2 million for the comparable period in 2002.

Revenues

Gain on Sales of Mortgage Loans. Net gain on sales of mortgage loans
increased approximately 132.3% to $23.0 million for the year ended December 31,
2003 from $9.9 million for the comparable period in 2002. Gross gain on sale of
mortgage loans increased approximately 116.1% to $29.6 million for the year
ended December 31, 2003 from $13.7 million for the comparable period in 2002.
These increases in net and gross gain on sales of mortgage loans are due to
increased sales volume of loans for the year ended December 31, 2003 and an
increase in the gross margin of loans sold to 77.7% for the year ended December
31, 2003 from 72.0% for the comparable period in 2002. The increase in gross
margin was due primarily to the fact that increased mortgage loan origination
volume enabled NYMC to begin selling pools of loans, typically resulting in NYMC
receiving higher prices than it historically received selling loans on a whole
loan or flow basis.

The number of mortgage loans sold during the year ended December 31, 2003
increased 83.5% to 4,770 loans from 2,600 mortgage loans sold during the
comparable period in 2002. Mortgage loan volume, as measured by aggregate
principal balance of mortgage loans sold, increased approximately 89.5% to $1.2
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billion for the year ended December 31, 2003 from $633.2 million for the
comparable period in 2002.
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Interest Income. Interest income increased approximately 153.3% to $7.6
million for the year ended December 31, 2003 from $3.0 million for the
comparable period in 2002. This increase is due to increased originations of
loans held for sale and thus an increased volume of earning assets and is
partially offset by a declining average yield due to lower prevailing interest
rates in the year ended December 31, 2003.

The aggregate principal balance of loans sold increased approximately 89.5%
to $1.2 billion for the year ended December 31, 2003 from $633.2 million in the
comparable period in 2002. Additionally, NYMC's loan pool sale strategy resulted
in NYMC holding loans longer on its credit facilities. The average holding
period of mortgage loans sold (the period from the closing of the loan to the
sale to a third party) increased to 33.7 days in the year ended December 31,
2003 from 31.2 days in the comparable period in 2002. The combination of
increased principal balances and holding periods allowed for higher interest
revenue during the year ended December 31, 2003 and is offset in part by a
decrease in the average interest rate for the mortgage loans sold by
approximately 75 basis points to 5.73% in the year ended December 31, 2003 from
6.48% in the comparable period in 2002.

Revenue from Brokered Loans. Revenue from brokered loans increased
approximately 28.8% to $6.7 million for the year ended December 31, 2003 from
$5.2 million for the comparable period in 2002 as a result of increased
origination volume for loans brokered for other institutions. The number of
brokered loans increased approximately 45.7% to 934 loans for the year ended
December 31, 2003 from 641 loans in the comparable period in 2002. The aggregate
principal balance of such brokered loans increased approximately 49.8% to $365.5
million for the year ended December 31, 2003 from $244.0 million for the
comparable period in 2002. The percentage of brokered loans to total
originations closed during the year end December 31, 2003 decreased to 16.4%
from 19.8% in the comparable period of 2002. This was due to NYMC's efforts to
migrate more of its business from mortgage brokering to mortgage banking, which
typically has been significantly more profitable.

Expenses

Total Expenses. Total expenses increased approximately 65.0% to $23.6
million for the year ended December 31, 2003 from $14.3 million for the
comparable period in 2002. This increase is primarily due to the increase in
salaries, commissions and associated payroll costs, much of which is a variable
cost (commissions) and directly related to the increase in loan originations.
Occupancy and other general and administrative expenses also increased due to
higher loan origination volume and an increase in the number of branch
locations.

Salaries, Commissions and Benefits. Salaries, commissions and associated
payroll costs increased approximately 58.6% to $9.2 million for the year ended
December 31, 2003 from $5.8 million for the comparable period in 2002. The
increase was primarily due to an increase in commissions paid, which is a
variable expense, and directly correlated to increased loan origination volume,
as well as increases in support staff (processing, underwriting and closing
employees) necessary to support the increased origination volume. Total
employees increased to 335 on December 31, 2003 from 184 on December 31, 2002.

Cost of Brokered Loans. Cost of brokered loans increased approximately
23.3% to $3.7 million for the year ended December 31, 2003 from $3.0 million for
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the comparable period in 2002. This increase in cost correlates to the increase
in origination volume of brokered loans and the revenues earned from brokered
loans.

Interest Expense. Interest expense increased approximately 94.1% to $3.3
million for the year ended December 31, 2003 from $1.7 million for the
comparable period in 2002. This increase is due to increased originations of
loans held for sale and the period of time NYMC elected to hold such loans prior
to their sale and thus an increase in financing costs, which is partially offset
by lower prevailing interest rates in the year ended December 31, 2003. The
average monthly outstanding balance of financing facilities during the year
ended December 31, 2003 was $119.8 million at an average interest rate of 2.36%
as compared to an average monthly outstanding balance of $48.8 million at an
average rate of 3.17% for the comparable period in 2002.
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Occupancy and Equipment Expense. Occupancy and equipment expense increased
approximately 100.0% to $2.0 million for the year ended December 31, 2003 from
$1.0 million for the comparable period in 2002. The increase reflects the
expansion of new origination offices to 15 on December 31, 2003 from 13 on
December 31, 2002 and the significant expansion and relocation of NYMC's
principal offices in New York City in July 2003.

Marketing and Promotion Expense. Marketing and promotion expense increased
approximately 104.9% to $1.0 million for the year ended December 31, 2003 from
$488,000 for the comparable period in 2002. This increase was primarily due to
increased marketing and promotion expenses incurred to promote newly-opened loan
origination offices and related newly-hired loan origination personnel.

Data Processing and Communication Expense. Data processing and
communication expense increased approximately 66.1% to $608,000 for the year
ended December 31, 2003 from $366,000 for the comparable period in 2002. This
increase was primarily due to increased loan volume and expenses related to the
opening of new origination offices. In addition, during the year ended December
31, 2003, NYMC entered into leases for its new principal office phone system and
high speed office printers.

Office Supplies and Expense. Office supplies and expense increased
approximately 59.0% to $803,000 for the year ended December 31, 2003 from
$505,000 for the comparable period in 2002. This increase was primarily a result
of the increase in personnel and new origination offices, as well as the
supplies needed to service increased loan volume during the period.

Professional Fees Expense. Professional fees expense increased
approximately 88.0% to $959,000 for the year ended December 31, 2003 from
$510,000 for the comparable period in 2002. This increase was primarily due to
increases in dues, licenses and permits and placement search fees for increased
personnel levels and the opening of new loan origination offices. In addition,
NYMC incurred certain non-recurring professional fees (consulting, technology,
architectural) for its relocation of its principal offices.

Travel and Entertainment Expense. Travel and entertainment expense
increased 58.6% to $666,000 for the year ended December 31, 2003 from $420,000
for the comparable period in 2002. This increase was primarily due to increased
meals and travel expense due to increased personnel levels and the opening of
new origination offices.

Depreciation and Amortization Expense. Depreciation and amortization
expense increased approximately 52.0% to $412,000 for the year ended December
31, 2003 from $271,000 for the comparable period in 2002. This increase was
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primarily due to opening of new origination offices and increased investments in
computer networks and systems.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31, 2001
Net Income

Net income increased approximately 100.0% to $3.8 million for the year
ended December 31, 2002 from $1.9 million for the comparable period in 2001. The
increase in net income in 2002 was primarily the result of increased loan
origination production resulting in increased loan sales volume and net interest
income. Two primary factors contributed to this increase in loan origination
production: a successful effort by the Company to increase significantly its
loan origination staff and low prevailing interest rates, which resulted in an
increase in refinance mortgage loan volume. Total revenue increased
approximately 53.4% with a corresponding 44.7% increase in total expenses during
the year ended December 31, 2002, as compared to the comparable period in 2001,
indicating loan origination efficiencies at higher production volumes.

Total loan origination volume for the year ended December 31, 2002
increased 36.8% to 3,241 loans from 2,369 for the comparable period in 2001.
Total loan origination volume, as measured by principal balance, increased
approximately 50.1% to $877.2 million for the year ended December 31, 2002 from
$584.2 million for the comparable period in 2001.
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Revenues

Gain on Sales of Mortgage Loans. Net gain on sales of mortgage loans
increased approximately 54.7% to $9.9 million for the year ended December 31,
2002 from $6.4 million for the comparable period in 2001. Gross gain on sale of
mortgage loans increased approximately 55.7% to $13.7 million for the year ended
December 31, 2002 from $8.8 million for the comparable period in 2001. These
increases in net and gross gain on sales of mortgage loans are due to increased
sales volume of loans in the year ended December 31, 2002 offset by a slight
decrease in the gross margin of loans sold to approximately 72.0% in the year
ended December 31, 2002 from approximately 72.8% for the comparable period in
2001.

The number of mortgage loans sold during the year ended December 31, 2002
increased 42.2% to 2,600 loans from 1,828 mortgage loans sold during the
comparable period in 2001. In terms of principal loan balances of mortgage loans
sold, volume increased approximately 56.5% to $633.2 million for the year ended
December 31, 2002 from $404.5 million for the comparable period in 2001.

Interest Income. Interest income increased approximately 87.5% to $3.0
million for the year ended December 31, 2002 from $1.6 million for the
comparable period in 2001. This increase is due to increased originations of
loans held for sale and thus an increased volume of interest earning assets and
is partially offset by a declining average yield on those assets due to lower
prevailing interest rates during the year ended December 31, 2002.

The aggregate principal balance of loans sold increased approximately 56.5%
to $633.2 million for the year ended December 31, 2002 from $404.5 million in
the comparable period in 2001. Furthermore, the average holding period of
mortgage loans sold (the period from closing of the loan to the sale to a third
party) increased to 31.2 days in the year ended December 31, 2002 from 23.3 days
in the comparable period in 2001. The combination of increased principal
balances and holding periods allowed for higher interest revenue during the year
ended December 31, 2002 and is offset in part by a decrease in the average

60



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

interest rate for the mortgage loans sold by approximately 87 basis points to
6.48% in the year ended December 31, 2002 from 7.35% in the comparable period in
2001.

Revenue from Brokered Loans. Revenue from brokered loans increased
approximately 40.5% to $5.2 million for the year ended December 31, 2002 from
$3.7 million for the comparable period in 2001 as a result of increased
aggregate principal balance and greater commissions for loans brokered for other
institutions. The number of brokered loans increased approximately 18.5% to 641
loans for the year ended December 31, 2002 from 541 loans in the comparable
period in 2001. The aggregate principal balance of such brokered loans increased
approximately 35.8% to $244.0 million for the year ended December 31, 2002 from
$179.7 million for the comparable period in 2001. Though revenues from brokered
mortgage loans grew during this period, such revenues grew at a slower pace than
revenues from sales of mortgage loans. This was due to NYMC's efforts to migrate
more of its business from mortgage loan brokering to mortgage loan banking,
which typically has been more profitable.

Expenses

Total Expenses. Total expenses increased approximately 44.4% to $14.3
million for the year ended December 31, 2002 from $9.9 million for the
comparable period in 2001. This increase is primarily due to the increase in
salaries, commissions and associated payroll costs much of which is a variable
cost (commissions) and directly related to the significant increase in loan
originations. Occupancy and other general and administrative expenses also
increased due to higher loan origination volume and an increase in branch
locations.

Salaries, Commissions and Benefits. Salaries, commissions and associated
payroll costs increased approximately 61.1% to $5.8 million for the year ended
December 31, 2002 from $3.6 million for the comparable period in 2001. The
increase was primarily due to an increase in commissions paid, which is a
variable expense, and directly correlated to increased loan origination volume,
as well as increases in support staff (processing, underwriting and closing
employees) necessary to support the increased origination volume. Total
employees increased to 184 on December 31, 2002 from 147 on December 31, 2001.
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Cost of Brokered Loans. Cost of brokered loans increased approximately
36.4% to $3.0 million for the year ended December 31, 2002 from $2.2 million for
the comparable period in 2001. This increase correlates to the increase in
origination volume of brokered loans and the revenue earned from brokered loans.

Interest Expense. Interest expense increased approximately 30.8% to $1.7
million for the year ended December 31, 2002 from $1.3 million for the
comparable period in 2001. This increase was due to increased originations of
loans held for sale and thus an increase in financing costs, which is partially
offset by lower prevailing interest rates in the year ended December 31, 2002.
The average monthly outstanding balance of financing facilities during the year
ended December 31, 2002 was $48.8 million at an average interest rate of 3.17%
as compared to an average monthly outstanding balance of $21.9 million at an
average interest rate of 4.67% for the comparable period in 2001.

Occupancy and Equipment Expense. Occupancy and equipment expense increased
approximately 45.8% to $1.0 million for the year ended December 31, 2002 from
$686,000 for the comparable period in 2001. The increase reflects the expansion
of new origination offices to 13 on December 31, 2002 from seven on December 31,
2001.
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Marketing and Promotion Expense. Marketing and promotion expense increased
approximately 39.4% to $488,000 for the year ended December 31, 2002 from
$350,000 for the comparable period in 2001. This increase was primarily due to
increased marketing and promotion expenses incurred to promote newly-opened loan
origination offices and related newly-hired loan origination personnel.

Data Processing and Communication Expense. Data processing and
communication expense increased approximately 70.2% to $366,000 for the year
ended December 31, 2002 from $215,000 for the comparable period in 2001. This
increase was primarily due to increased loan volume and expenses related to the
opening of new origination offices.

Office Supplies and Expense. Office supplies and expense increased
approximately 14.0% to $505,000 for the year ended December 31, 2002 from
$443,000 for the comparable period in 2001. This increase was primarily a result
of the increase in personnel and new origination offices, as well as the
supplies needed to service increased loan volume during the period.

Professional Fees Expense. Professional fee expense increased
approximately 17.8% to $510,000 for the year ended December 31, 2002 from
$433,000 for the comparable period in 2001. This increase was primarily due to
increases in dues, licenses and permits and placement search fees for increased
personnel levels and the opening of new loan origination offices.

Travel and Entertainment Expense. Travel and entertainment expense
increased approximately 24.6% to $420,000 for the year ended December 31, 2002
from $337,000 for the comparable period in 2001. This increase was primarily due
to increased meals and travel expense due to increased personnel levels and the
opening of new origination offices.

Depreciation and Amortization Expense. Depreciation and amortization
expense increased approximately 50.6% to $271,000 for the year ended December
31, 2002 from $180,000 for the comparable period in 2001. This increase was
primarily due to opening of new origination offices and increased investments in
computer networks and systems.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity is a measure of our ability to meet potential cash requirements,
including ongoing commitments to repay borrowings, fund and maintain
investments, pay dividends to you and other general business needs. We believe
our existing cash balances at the time this offering is completed, funds
available under our credit facilities and cash flows from operations will be
sufficient for our liquidity requirements for at least the next 12 months.
Unused borrowing capacity will vary as the market values of our securities vary.
Our investments and assets will also generate liquidity on an ongoing basis
through mortgage principal and interest payments, pre-payments and net earnings
held prior to payment of dividends. Should our liquidity needs ever exceed these
on—-going or immediate sources of liquidity
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discussed above, we believe that our securities could be sold to raise
additional cash in most circumstances. We do, however, expect to continue the
expansion that NYMC has undertaken and may have to arrange for additional
sources of capital through the issuance of debt or equity or additional bank
borrowings to fund that expansion. We currently have no commitments for any
additional financings, and we cannot ensure that we will be able to obtain any
additional financing at the times required and on terms and conditions
acceptable to us. If we fail to obtain needed additional financing, the pace of
our growth could be adversely affected.
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To originate a mortgage loan, we may draw against a $100 million reverse
repurchase facility with Credit Suisse First Boston Mortgage Capital, LLC, or
CSFB, and a $50 million warehouse facility led by HSBC Bank USA. We will assume
these facilities through our acquisition of NYMC. These facilities are secured
by the mortgage loans owned by us and by certain of our other assets. Advances
drawn under these facilities bear interest at rates that vary depending on the
type of mortgage loans securing the advances. These facilities are subject to
sub-limits, advance rates and terms that vary depending on the type of mortgage
loans securing these financings and the ratio of our liabilities to our tangible
net worth. As of January 31, 2004, the aggregate outstanding balance under these
facilities and predecessor facilities was $71.2 million and the aggregate
maximum amount available for additional borrowings was $103.8 million. These
agreements are not committed facilities and may be terminated at any time at the
discretion of the counterparties.

On September 1, 2003, NYMC entered into a purchase and sale agreement, also
known as a gestation facility, with Greenwich Capital Financial Products, Inc.,
or Greenwich Capital. Under this agreement, which we will assume through our
acquisition of NYMC, Greenwich Capital purchases a closed loan from NYMC prior
to the time NYMC sells the loan to a third party purchaser, and pays down the
portion of the facility used to fund the loan. The purchase price for loans that
Greenwich Capital purchases from NYMC equals 98% of the third party purchaser's
purchase price, subject to a cap equal to 98% of the loan amount. The ultimate
purchaser of the loan then purchases the loan directly from Greenwich Capital,
as opposed to NYMC, and Greenwich Capital pays NYMC a completion fee equal to
the difference between the purchase price paid by the third party and the
purchase price paid by Greenwich Capital plus a net carry adjustment equal to
the accrued interest on the loan due to NYMC less interest due to Greenwich
Capital for the number of days that Greenwich Capital owned the loan prior to
re-selling the loan to the third party purchaser. NYMC's cost associated with
the interim sale of its loans to Greenwich Capital as described above is
approximately equal to interest on the amounts funded by Greenwich Capital at a
floating rate of one-month London Interbank Offering Rate, or LIBOR, plus 1.25%
during the period Greenwich Capital holds the loans. Typically, it takes between
five and 60 days to sell a loan to a third party purchaser. The Greenwich
Capital gestation facility allows us to accelerate the sale of our mortgage loan
inventory, thereby freeing up borrowing capacity under our credit facilities
used to fund new loan originations during that interim period from funding to
sale. This excess borrowing capacity is an important source of liquidity for us
at times when we are nearing our borrowing capacity under our credit facilities
used to fund new loan originations. The combined capacity available under NYMC's
gestation facility with Greenwich Capital is $25 million, which was fully
available at September 30, 2003. This agreement is not a committed facility and
may be terminated at any time at the discretion of Greenwich Capital.

In addition to these three facilities, on January 9, 2004, we entered into
a $100 million master loan and security agreement with Greenwich Capital, with
New York Mortgage Funding, LLC, or NYMF, which will become a qualified REIT
subsidiary of ours upon completion of this offering, as the borrower. Under this
agreement, Greenwich Capital will provide financing to NYMF for the origination
or acquisition of certain mortgage loans, which then will be sold to third
parties or contributed for future securitization to one or more trusts or other
entities to be sponsored by NYMF or an affiliate. NYMF will repay advances under
this credit facility with a portion of the proceeds from the sale of all
mortgage-backed securities issued by the trust or other entity, along with a
portion of the proceeds resulting from permitted whole loan sales. Advances
under this facility bear interest at a floating rate initially equal to the
one-month LIBOR plus 1.25%, which premium may be reduced following this offering
to 0.90% over one-month LIBOR at the discretion of Greenwich Capital. Advances
under this facility are subject to lender
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approval of the mortgage loans intended for origination or acquisition, advance
rates and the then ratio of our liabilities to our tangible net worth. This
facility is not a committed facility and may be terminated at any time at the
discretion of Greenwich Capital. We have agreed to guarantee NYMF's obligations
under this credit facility.

The documents governing these facilities contain a number of compensating
balance requirements and restrictive financial and other covenants that, among
other things, require us to maintain a maximum ratio of total liabilities to
tangible net worth, of 20 to 1 in the case of the CSFB facility, 15 to 1 in the
case of the HSBC facility, 20 to 1 in the case of the Greenwich Capital
gestation facility and 20 to 1 in the case of the Greenwich Capital facility
with NYMF, as well as to comply with applicable regulatory and investor
requirements. The agreements also contain covenants limiting the ability of our
subsidiaries to:

- transfer or sell assets;
- create liens on the collateral; or

— incur additional indebtedness, without obtaining the prior consent of the
lenders, which consent may not be unreasonably withheld.

These limits may in turn restrict our ability to pay cash or stock
dividends on our stock. In addition, under our warehouse facilities, NYMC cannot
continue to finance a mortgage loan that NYMC holds through the warehouse
facility if:

— the loan is rejected as "unsatisfactory for purchase" by the ultimate
investor and has exceeded its permissible warehouse period which wvaries
by facility;

- we fail to deliver the applicable note, mortgage or other documents
evidencing the loan within the requisite time period;

— the underlying property that secures the loan has sustained a casualty
loss in excess of 5% of its appraised value; or

— the loan ceases to be an eligible loan (as determined pursuant to the
warehouse facility agreement).

We expect that these credit facilities will be sufficient to meet our
capital and financing needs during the next twelve months. The balances of these
facilities fluctuate based on the timing of our loan closings (at which point we
may draw upon the facilities) and the near-term subsequent sale of these loans
to third parties or the alternative financing thereof through repurchase
agreements or, in the future, securitizations for mortgage loans we intend to
retain (at which point these facilities are paid down). The current availability
under these facilities and our current and projected levels of loan origination
volume are consistent with our historic ability to manage our pipeline of
mortgage loans, the subsequent sale thereof and the related pay down of the
facilities.

As of December 31, 2003, NYMC's aggregate warehouse and reverse repurchase
facility borrowings under these facilities and their predecessors were $90.4
million, compared to $73.0 million in borrowings as of December 31, 2002. The
average monthly balance of these borrowings during 2003 was $118.7 million at an
average annual interest rate of approximately 2.36%. As of December 31, 2002,
NYMC's aggregate warehouse and reverse repurchase facility borrowings under
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these facilities and their predecessors were $73.0 million, compared to $29.7
million in borrowings as of December 31, 2001. The average monthly balance of
these borrowings for 2002 was $48.8 million at an average annual interest rate
of approximately 3.17%. The average monthly balance of these borrowings for 2001
was $21.9 million at an average annual interest rate of approximately 4.67%. At
December 31, 2002, NYMC's loans held for sale were $34.0 million compared to
$9.9 million at December 31, 2001.

NYMC's financing arrangements are short-term facilities secured by the
underlying investment in residential mortgage loans, the value of which may move
inversely with changes in interest rates. A decline in the market value of our
investments in the future may limit our ability to borrow under these facilities
or result in lenders requiring additional collateral or initiating margin calls
under our repurchase agreements. As a result, we could be required to sell some
of our investments under adverse market
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conditions in order to maintain liquidity. If such sales are made at prices
lower than the amortized costs of such investments, we will incur losses.

Following the offering, additional warehouse facilities and financings of
securities through reverse repurchase agreements will be required. These
arrangements, some of which are currently being negotiated subject to the
successful completion of this offering, will vary in size among multiple
providers. In particular, reverse repurchase agreements will have terms that
will vary in size, advance rates, interest spreads, duration and other
characteristics depending on the nature of the underlying collateral in the
program.

NYMC's ability to originate loans depends in large part on its ability to
sell the mortgage loans it originates at cost or for a premium in the secondary
market so that it may generate cash proceeds to repay borrowings under its
warehouse facilities, reverse repurchase agreement and gestation facility. The
value of NYMC's loans depends on a number of factors, including:

interest rates on our loans compared to market interest rates;

the borrower credit risk classification;
- loan-to-value ratios, loan terms, underwriting and documentation; and
- general economic conditions.

NYMC makes certain representations and warranties, and is subject to
various affirmative and negative financial and other covenants, under the
agreements covering the sale of its mortgage loans regarding, among other
things, the loans' compliance with laws and regulations, their conformity with
the ultimate investors' underwriting standards and the accuracy of information.
In the event of a breach of these representations, warranties or covenants or in
the event of an early payment default, NYMC may be required to repurchase the
loans and indemnify the loan purchaser for damages caused by that breach. NYMC
has implemented strict procedures to ensure quality control and conformity to
underwriting standards and minimize the risk of being required to repurchase
loans. NYMC has been required to repurchase loans it has sold from time to time;
however, these repurchases have not had a material impact on the results of
operations of NYMC.

We intend to make distributions to our stockholders to comply with the
various requirements to maintain our REIT status and to minimize or avoid
corporate income tax and the nondeductible excise tax. However, differences in
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timing between the recognition of REIT taxable income and the actual receipt of
cash could require us to sell assets or to borrow funds on a short-term basis to
meet the REIT distribution requirements and to avoid corporate income tax and
the nondeductible excise tax.

Certain of our assets may generate substantial mismatches between REIT
taxable income and available cash. These assets could include mortgage-backed
securities we hold that have been issued at a discount and require the accrual
of taxable income in advance of the receipt of cash. As a result, our REIT
taxable income may exceed our cash available for distribution and the
requirement to distribute a substantial portion of our net taxable income could
cause us to:

- (i) sell assets in adverse market conditions;
- (ii) borrow on unfavorable terms; or

- (iii) distribute amounts that would otherwise be invested in future
acquisitions, capital expenditures or repayment of debt

in order to comply with the REIT distribution requirements.

NYMC's cash and cash equivalents increased to $3.9 million at December 31,
2003 from $2.7 million at December 31, 2002. During the year ended December 31,
2003, net cash used by operating activities was approximately $7.4 million. The
level of cash flows used by operating activities is affected by the timing of
receipts of gains on sales of mortgage loans, the repayment of debt used to
finance mortgage loans originations and the payment of operating and interest
expenses. During the year ended December 31, 2003,
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a significant driver of the operating performance and the sources and uses of
cash of NYMC was the low interest rate environment for residential mortgage loan
financing. Although the level of increased operating activity from the low
interest rate environment cannot be quantified, we believe a close correlation
exists between mortgage loan origination activity and lower interest rates,
especially for mortgage loan refinancings. NYMC's primary sources and uses of
cash and cash equivalents for operating activities during the year ended
December 31, 2003, included the following:

— Proceeds from the sale of originated loans generated cash of $1.2 billion
as a result of increased origination activity as compared to $569 million
for the comparable period in 2002. The increase in originations was due,
in part, to the addition of 151 new employees, including loan origination
officers and the opening of two additional origination offices.

— During the year ended December 31, 2003, NYMC utilized cash for its
origination of loans of $1.2 billion, a 102.3% increase from $593.1
million in cash utilized for loan originations for the comparable period
in 2002.

— An $18.2 million net increase in unsettled mortgage loan sales at
December 31, 2003 as compared to December 31, 2002 as a result of
increased originations and the timing of the origination pipeline.

Net cash used by investing activities during the year ended December 31,
2003 was approximately $2.0 million, including:

— The purchase of $2.2 million of marketable securities and the sale of
$1.4 million of marketable securities during the year.
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- An investment of approximately $1.2 million to purchase furniture, office
and computer equipment for new branch offices, including, among other
things, approximately $351,000 in new computer servers and networking
equipment related to the relocation to new principal offices and
approximately $332,000 on new computers throughout NYMC's offices.

Net cash provided by financing activities of approximately $10.6 million
during the year ended December 31, 2003 included:

- An increase in borrowings under financing arrangements of $17.4 million,
reflecting the retention of an incremental $2.2 million in loans held for
sale and an increase in the length of time such loans were held, as well
as $18.2 million in accounts receivable at December 31, 2003 financed
under such financing arrangements.

- A $6.8 million net cash distribution to NYMC equity holders representing
the distribution of retained equity in NYMC of approximately $21.5
million less $14.7 million in promissory notes to NYMC equity holders.

NYMC's cash and cash equivalents increased to $2.7 million at December 31,
2002, from $1.5 million at December 31, 2001. During the year ended December 31,
2002, net cash used by operating activities was approximately $39.8 million. The
level of cash flows used by operating activities is affected by the timing of
receipts of gains on sales of mortgage loans, the repayment of debt used to
finance mortgage loan originations and the payment of operating and interest
expenses. During the year ended December 31, 2002, a significant driver of the
operating performance and the sources and uses of cash of NYMC was a declining
interest rate environment for residential mortgage financing. Although the level
of increased operating activity from a downward trend in interest rates cannot
be quantified, we believe a close correlation exists between mortgage loan
origination and declining interest rates, especially for mortgage loan
refinancings. NYMC's primary sources and uses of cash and cash equivalents for
operating activities during the year ended December 31, 2002, included the
following:

— Proceeds from the sale of originated loans generated cash of $569.0
million as a result of increased origination activity as compared to
$384.0 million for the comparable period in 2001. The increase in
originations was due, in part, to the addition of 37 new employees,
including loan origination officers and the opening of six additional
origination offices.
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— During the year ended December 31, 2002, NYMC utilized cash for its
origination of loans of $593.1 million, a 52.1% increase from $390.0
million in cash utilized for loan originations for the comparable period
in 2001.

- A $19.9 million net increase in unsettled mortgage loan sales at December
31, 2002 as compared to December 31, 2001 as a result of increased
originations and the timing of the origination pipeline.

Net cash used by investing activities during the year ended December 31,
2002 was approximately $1.3 million, including:

— The purchase of approximately $1.5 million of marketable securities and
the sale of approximately $700,000 of marketable securities during the
year.
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- An investment of approximately $520,000 to purchase furniture and office
and computer equipment for new branch offices and to purchase, among
other things, new mortgage operating system upgrades and modules to
accommodate personnel growth and enhanced productivity.

Net cash provided by financing activities of approximately $42.4 million
during the year ended December 31, 2002 included:

- An increase in borrowing under financing arrangements of $43.3 million,
reflecting the retention of an incremental $24.1 million in loans held
for sale and an increase in the length of time such loans were held, as
well as $21.1 million in accounts receivable at December 31, 2002
financed under such financing arrangements.

— A $1.6 million net cash distribution to NYMC equity holders.
INFLATION

For the periods presented herein, inflation has been relatively low and we
believe that inflation has not had a material effect on NYMC's results of
operations. To the extent inflation increases in the future, interest rates will
also likely rise, which would likely reduce the number of mortgage loans we
originate. A reduction in the number of loans we originate resulting from
increased inflation would adversely affect our future results of operations.

CONTRACTUAL OBLIGATIONS

The following table outlines the timing of payment requirements related to
our commitments as of December 31, 2003 (in thousands) :

MATURITIES DUE BY PERIOD

LESS THAN 2-3 4-5 AFTER

1 YEAR YEARS YEARS 5 YEARS
Financing arrangements..... $90,425,133 - - -
Operating leases(l)........ 2,273,896 $5,403,448 $4,988,759 $3,756,000
Total. .o e i i i ie e $92,699,029 $5,403,448 $4,988,759 $3,756,000

$ 90,425,133
16,422,103

(1) Included in operating leases are leases for corporate office facilities and
office branches. NYMC took occupancy of a new corporate office facility in
June 2003. Due to a contractual rent credit, we will not pay rent until June
2004. Our annual obligation under this lease, once rent commences, is
$1,878,000 plus electricity and escalations. Additionally, we are still
liable for NYMC's former principal 16,500 square foot office located at 304
Park Avenue South, New York, New York until December 2008. The annual rent
for this space is currently $411,500. This facility is currently being
marketed for sublet.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Market risk is the exposure to loss resulting from changes in interest

rates, credit spreads, foreign currency exchange rates, commodity prices and
equity prices. As we are invested solely in U.S.-dollar denominated instruments,
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primarily residential mortgage instruments, and our borrowings are also domestic
and U.S. dollar denominated, we are not subject to foreign currency exchange, or
commodity and equity price risk; the primary market risk that we are exposed to
is interest rate risk and its related ancillary risks. Interest rate risk is
highly sensitive to many factors, including governmental monetary and tax
policies,
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domestic and international economic and political considerations and other
factors beyond our control. All of our market risk sensitive assets, liabilities
and related derivative positions are for non-trading purposes only.

INTEREST RATE RISK

Our primary interest rate exposure relates to the portfolio of
adjustable-rate mortgage loans and mortgage-backed securities we intend to
acquire, as well as our variable-rate borrowings and related interest rate swaps
and caps. Interest rate risk is defined as the sensitivity of our current and
future earnings to interest rate volatility, variability of spread
relationships, the difference in re-pricing intervals between our assets and
liabilities and the effect that interest rates may have on our cash flows,
especially prepayment speeds on our residential mortgage related assets.

Changes in the general level of interest rates can affect our net interest
income, which is the difference between the interest income earned on interest
earning assets and our interest expense incurred in connection with our interest
bearing debt and liabilities. Changes in interest rates can also affect, among
other things, our ability to originate and acquire loans and securities, the
value of our loans, mortgage pools and mortgage-backed securities, and our
ability to realize gains from the resale and settlement of such originated
loans.

As of December 31, 2003, a 100 basis point change in short-term interest
rates would affect our earnings and cash flows by no more than $910,000.

While we have not experienced any significant credit losses, in the event
of a significant rising interest rate environment and/or economic downturn,
mortgage and loan defaults may increase and result in credit losses that would
adversely affect our liquidity and operating results. This risk will be
magnified following the offering as we build our portfolio of adjustable-rate
mortgage loans.

Interest rate changes may also impact our net book value as our securities,
certain mortgage loans and related hedge derivatives are marked-to-market each
quarter. Generally, as interest rates increase, the value of our fixed income
investments, such as mortgage loans and mortgage-backed securities, decreases
and as interest rates decrease, the value of such investments will increase. We
seek to hedge to some degree changes in value attributable to changes in
interest rates by entering into interest rate swaps and other derivative
instruments. In general, we would expect that, over time, decreases in value of
our portfolio attributable to interest rate changes will be offset to some
degree by increases in value of our interest rate swaps, and vice versa.
However, the relationship between spreads on securities and spreads on swaps may
vary from time to time, resulting in a net aggregate book value increase or
decline. However, unless there is a material impairment in value that would
result in a payment not being received on a security or loan, changes in the
book value of our portfolio will not directly affect our recurring earnings or
our ability to make a distribution to you.

In order to minimize the negative impacts of changes in interest rates on
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earnings and capital, we intend to closely monitor our asset and liability mix
and utilize interest rate swaps and caps, subject to the limitations imposed by
the REIT qualification tests.

Movements in interest rates can pose a major risk to us in either a rising
or declining interest rate environment. We depend on substantial borrowings to
conduct our business. These borrowings are all made at variable interest rate
terms that will increase as short term interest rates rise. Additionally, when
interest rates rise, loans held for sale and any applications in process with
interest rate lock commitments, or IRLCs, decrease in value. To preserve the
value of such loans or applications in process with IRLCs, we may enter into
forward sale loan contracts, or FSLCs, to be settled at future dates with fixed
prices.

When interest rates decline, loan applicants may withdraw their open
applications on which we have issued an IRLC. In those instances, we may be
required to purchase loans at current market prices to fulfill existing FSILCs,
thereby incurring losses upon sale. We monitor our mortgage loan pipeline
closely and on occasion may choose to renegotiate locked loan terms with a
borrower to prevent withdrawal of open applications and mitigate the associated
losses.
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In the event that we do not deliver into the FSLCs or exercise our option
contracts, the instruments can be settled on a net basis. Net settlement entails
paying or receiving cash based upon the change in market value of the existing
instrument. All FSLCs and option contracts to buy securities are to be
contractually settled within six months of the balance sheet date. FSLCs and
options contracts for individual loans generally must be settled within 60 days.

Our hedging transactions using derivative instruments also involve certain
additional risks such as counterparty credit risk, the enforceability of hedging
contracts and the risk that unanticipated and significant changes in interest
rates will cause a significant loss of basis in the contract. The counterparties
to our derivative arrangements are major financial institutions and securities
dealers that are well capitalized with high credit ratings and with which we may
also have other financial relationships. While we do not anticipate
nonperformance by any counterparty, we are exposed to potential credit losses in
the event the counterparty fails to perform. Our exposure to credit risk in the
event of default by a counterparty is the difference between the value of the
contract and the current market price. There can be no assurance that we will be
able to adequately protect against the foregoing risks and will ultimately
realize an economic benefit that exceeds the related expenses incurred in
connection with engaging in such hedging strategies.

CREDIT SPREAD EXPOSURE

The mortgage-backed securities we will own are also subject to spread risk.
The majority of these securities will be adjustable-rate securities valued based
on a market credit spread to U.S. Treasury security yields. In other words,
their value is dependent on the yield demanded on such securities by the market
based on their credit relative to U.S. Treasury securities. Excessive supply of
such securities combined with reduced demand will generally cause the market to
require a higher yield on such securities, resulting in the use of a higher or
wider spread over the benchmark rate (usually the applicable U.S. Treasury
security yield) to value such securities. Under such conditions, the value of
our securities portfolio would tend to decline. Conversely, if the spread used
to value such securities were to decrease or tighten, the value of our
securities portfolio would tend to increase. Such changes in the market value of
our portfolio may affect our net equity, net income or cash flow directly

70



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

through their impact on unrealized gains or losses on available-for-sale
securities, and therefore our ability to realize gains on such securities, or
indirectly through their impact on our ability to borrow and access capital.

Furthermore, shifts in the U.S. Treasury yield curve, which represents the
market's expectations of future interest rates, would also affect the yield
required on our securities and therefore their value. This would have similar
effects on our portfolio and our financial position and results of operations as
a change in spreads would.

FAIR VALUES

For certain of the financial instruments that we will own, fair values will
not be readily available since there are no active trading markets for these
instruments as characterized by current exchanges between willing parties.
Accordingly, fair values can only be derived or estimated for these investments
using various valuation techniques, such as computing the present value of
estimated future cash flows using discount rates commensurate with the risks
involved. However, the determination of estimated future cash flows is
inherently subjective and imprecise. Minor changes in assumptions or estimation
methodologies can have a material effect on these derived or estimated fair
values. These estimates and assumptions are indicative of the interest rate
environments as of December 31, 2003 and do not take into consideration the
effects of subsequent interest rate fluctuations.

We note that the values of our investments in mortgage-backed securities,
and in derivative instruments, primarily interest rate hedges on our debt, will
be sensitive to changes in market interest rates, interest rate spreads, credit
spreads and other market factors. The value of these investments can vary, and
with regard to NYMC has varied, materially from period to period. Historically,
the values of NYMC's mortgage loan portfolio have tended to vary inversely with
those of its derivative instruments.
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The following describes the methods and assumptions we use in estimating
fair values of our financial instruments:

Fair value estimates are made as of a specific point in time based on
estimates using present value or other valuation technigques. These techniques
involve uncertainties and are significantly affected by the assumptions used and
the judgments made regarding risk characteristics of various financial
instruments, discount rates, estimates of future cash flows, future expected
loss experience and other factors.

Changes in assumptions could significantly affect these estimates and the
resulting fair values. Derived fair value estimates cannot be substantiated by
comparison to independent markets and, in many cases, could not be realized in
an immediate sale of the instrument. Also, because of differences in
methodologies and assumptions used to estimate fair values, the fair values used
by us should not be compared to those of other companies.

The fair value of commitments to fund with agreed upon rates are estimated
using the fees and rates currently charged to enter into similar agreements,
taking into account the remaining terms of the agreements and the present
creditworthiness of the counterparties. For fixed rate loan commitments, fair
value also considers the difference between current market interest rates and
the existing committed rates.

The fair value of commitments to deliver mortgages is estimated using
current market prices for dealer or investor commitments relative to our
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existing positions.
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OUR COMPANY
OVERVIEW

We are a Maryland corporation newly formed to acquire The New York Mortgage
Company, LLC, or NYMC, a residential mortgage banking company. Upon completion
of this offering, and our acquisition of NYMC, we intend to build a leveraged
portfolio of residential mortgage loans comprised largely of prime
adjustable-rate mortgage loans that we originate including adjustable-rate loans
that have an initial fixed-rate period, which we refer to as hybrid mortgage
loans. In addition, in the short term and from time to time in the future, we
intend to invest in mortgage-backed securities on a leveraged basis. NYMC has
originated, and we will continue to originate, mortgage loans of all types, and
although we do not have specific guidelines as to the relative amounts of prime
and non-prime mortgage loans that we can originate, we have a particular focus
on prime adjustable- and fixed-rate, first lien, residential purchase mortgage
loans. While the definition of a prime loan varies from institution to
institution, we consider prime loans to be loans to borrowers with strong credit
profiles, which we evaluate by analyzing the borrower's credit score,
employment, income and assets and related documentation, the amount of equity in
and value of the property securing the borrower's loan, debt to income ratio,
credit history, funds available for closing and post-closing liquidity. NYMC has
historically sold or brokered all of the loans it originates and has therefore
historically relied on the underwriting criteria of the institutions to which
NYMC has sold its loans. Some of the loans that NYMC originates are sold on an
individual, or whole loan, basis, generally within 60 days after funding, and
the remainder are aggregated into mortgage pools, which are sold on a servicing
released basis, typically within 90 days after funding. Prior to the transfer of
servicing responsibilities to a third party buyer, which generally occurs within
30 days after the sale of the loan, NYMC services the loans through a
sub-servicer.

Following this offering, we intend to continue to originate mortgage loans
of all types through NYMC utilizing NYMC's historical origination strategy. NYMC
will become our taxable REIT subsidiary upon completion of this offering.
Generally, we intend to continue to sell the fixed-rate loans that we originate
to third parties, and to retain in our portfolio and finance a majority of the
adjustable-rate and hybrid loans that we originate. Our portfolio loans will be
held at the REIT level or by a qualified REIT subsidiary. Any adjustable-rate or
hybrid loans we originate that do not meet our investment criteria or portfolio
requirements will be sold to third parties. We will rely on our own underwriting
criteria with respect to the mortgage loans we intend to retain and will
continue to rely on the underwriting criteria of the institutions to which we
sell our loans with respect to the loans we intend to sell.

While we are originating and building our portfolio of adjustable-rate and
hybrid mortgage loans, we intend to use a substantial portion of the proceeds of
this offering to purchase from one or more third parties on a leveraged basis
residential mortgage-backed securities guaranteed by a government sponsored
entity or rated investment grade by a nationally recognized statistical rating
agency. While we have not established and do not expect to establish a limit on
the amount of leverage we may incur, we expect to leverage our equity at eight
to 12 times. Our board of directors has adopted a policy pursuant to which we
may only invest a maximum of 7.5% of our assets in mortgage-backed securities
that are not guaranteed by a government sponsored entity or rated investment
grade by a nationally recognized statistical rating agency. Mortgage-backed
securities that are guaranteed by a government sponsored entity are not
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guaranteed by the United States government. Over time, we expect that these
securities will be replaced by adjustable-rate and hybrid mortgage loans that we
originate, although we may continue to purchase securities from third parties.
We believe that our ability to use primarily mortgage loans that we originate as
the basis for our portfolio will enable us to build a portfolio that generates a
higher return than the returns realized by mortgage investors that do not have
their own origination capabilities, because mortgage investors that do not have
their own origination capabilities must purchase their mortgage loans from third
parties at higher premiums than NYMC's cost of originating the mortgage loans
that we will retain.

Historically, NYMC has financed its mortgage originations on a short-term
basis through a variety of warehouse lines of credit and repurchase facilities.
Subsequent to the offering, we will continue to use
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warehouse lines of credit and repurchase facilities to fund NYMC's originations,
and we will finance our portfolio of mortgage loans with a combination of equity
capital, repurchase facilities and securitizations. From time to time, we may
also purchase whole loans individually or in bulk pools from third parties,
either for resale or to package for securitization with mortgage loans we
originate. Once we have built a large enough portfolio comprised mainly of
retained mortgage loans, we intend to securitize our mortgage loans.

We expect to qualify as a real estate investment trust, or REIT, under the
Internal Revenue Code, immediately following the closing of this offering and
will elect to be taxed as a REIT for our short taxable year beginning on the
business day immediately preceding the closing of this offering and ending
December 31, 2004. As a REIT, we generally will not be subject to federal income
tax on the REIT taxable income that we distribute to our stockholders, but the
taxable income generated by NYMC, our taxable REIT subsidiary following this
offering, which will include fee income on all loans we originate, including
fees that we will pay NYMC to compensate for the origination services that it
will provide with respect to the loans that we will retain, and gains and net
interest income on all loans we sell, will be subject to regular corporate
income tax.

Currently, NYMC's core market is the tri-state area of New York, New Jersey
and Connecticut, one of the most densely populated regions in the United States.
This market accounted for approximately 93% of NYMC's loan originations, as
measured by principal balance, for the fiscal year ended December 31, 2003. To a
lesser extent, NYMC is presently doing business in a number of other geographic
markets across the United States, including California, Florida and
Pennsylvania. NYMC is presently licensed or authorized to do business in 36
states, and license applications are pending in several other states.

We believe that the substantial growth of NYMC's mortgage banking business
since its inception has resulted from its commitment to providing exemplary
service to its customers and its concentration on retail, referral-based,
mortgage banking to borrowers with strong credit profiles. Based on NYMC's past
experience and our knowledge of the mortgage industry, we believe that referrals
from realtors, attorneys, accountants and other professionals and business from
repeat customers tend to generate a higher percentage of purchase mortgage loan
applications than refinance applications as compared to the loan applications
generated by advertising and other mass marketing efforts. For the year ended
December 31, 2003, NYMC's purchase loan originations represented 50.2% of NYMC's
total residential mortgage loan originations as measured by principal balance,
as compared to an industry-wide percentage of 31.2% for one to four family
mortgage loans, according to the March 15, 2004 report of the Mortgage Bankers
Association of America, or MBAA. We believe that the market for mortgage loans
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for home purchases is less susceptible than the refinance market to downturns
during periods of increasing interest rates, because borrowers seeking to
purchase a home do not generally base their decision to purchase on changes in
interest rates alone, while borrowers that refinance their mortgage loans often
make their decision as a direct result of changes in interest rates.
Consequently, while our referral-based marketing strategy may cause our overall
loan origination volume during periods of declining interest rates to lag our
competitors who rely on mass marketing and advertising and who therefore capture
a greater percentage of loan refinance applications during those periods, we
believe our strategy will enable us to sustain stronger home purchase loan
origination volumes than those same competitors during periods of flat to rising
interest rates. In addition, we believe that our referral-based business results
in relatively higher gross margins and lower advertising costs and loan
generation expenses than most other mortgage companies whose business is not
referral-based.

On March 1, 2004, NYMC entered into an assignment and assumption agreement
with SIB Mortgage Corp., or SIB, with regard to the assignment of eight SIB loan
origination branches -- including the locked and unlocked mortgage loan
pipelines, meaning in process mortgage loans with or without locked-in interest
rates, furniture, fixtures, equipment, computers, tangible personal property and
leasehold improvements (to the extent located in the branches), and certain
other assets —— to NYMC in exchange for NYMC's assumption of certain expenses
and obligations in connection with the operation of these branches from and
after March 1, 2004.
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The total mortgage loan pipeline for all eight branches was approximately
$73.0 million, including loan applications with locked-in interest rates, or
locked loans totaling approximately $24.3 million. NYMC is required to sell the
locked loans back to SIB upon closing at our cost and deliver them to Lehman
Brothers Bank FSB. NYMC also assumed from SIB its obligation to pay
approximately $1.8 million in accrued compensation due to six of the eight
branch managers. NYMC received $1.8 million in cash from SIB to pay this accrued
compensation.

NYMC hired 134 SIB employees who work at these eight branches, which are
located in Northfield, New Jersey; Seaville, New Jersey; Haworth, New Jersey;
Rockville, Maryland; Virginia Beach, Virginia; Fairfax, Virginia; Terre Haute,
Indiana; and Fairfield, Connecticut. NYMC assumed three branch office leases
with respect to the Virginia Beach, Virginia; Terre Haute, Indiana; and
Fairfield, Connecticut branches. All of these leases are on a month-to-month
basis other than the Virginia Beach lease which runs through March 31, 2006.
NYMC entered into subleases for the other five branches (Northfield, Seaville,
Haworth, Rockville and Fairfax) on a month-to-month basis. The aggregate base
rent for the eight branches is $31,402 per month.

We anticipate that the securitization transactions through which we intend
to finance the adjustable-rate and hybrid mortgage loans that we retain will be
structured as financings for both tax and financial accounting purposes.
Therefore, we do not expect to generate a gain or loss on sale from these
activities. Following the securitizations, the loans will remain on our
consolidated balance sheet as an asset with the securitization debt listed as a
liability. We will record interest income generated by the mortgage loans and
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recognize interest expense on the collateralized debt securities that we issue
over the life of the loans. Therefore, we expect to generate earnings and cash
flow from the loans we securitize primarily through net interest income, which
is the difference between the interest income we earn from the mortgage loans
and the interest paid on the collateralized debt securities that we issue plus
the cost of financing our retained interest in the securitized loans, losses due
to defaults and delinquencies on the loans, servicing fees and securitization
program expenses. Our net interest income will depend upon, among other things,
the spread between interest income and interest expense, the performance of the
underlying mortgage loans and the amount and timing of borrower prepayments on
the underlying mortgage loans.

OUR INDUSTRY

Generally, the residential mortgage industry is segmented by the size of
the mortgage loans and credit characteristics of the borrowers. Mortgage loans
that conform to the guidelines of government sponsored entities such as Fannie
Mae, Freddie Mac or Ginnie Mae, for both size and credit characteristics, are
often referred to as conforming mortgage loans. All other mortgage loans are
often referred to as non-conforming loans either because the size of the loan
exceeds the guideline limit or the credit profiles of the borrowers do not meet
the guideline requirements. Our strategy is to focus on adjustable- and
fixed-rate and hybrid first lien mortgage loans to borrowers with strong credit
profiles, which we refer to as prime mortgage loans. We believe the
adjustable-rate and hybrid segment of the prime residential mortgage loan
industry and our ability to originate such loans provides an opportunity for us
to build a portfolio of our own well originated and well serviced prime
adjustable-rate and hybrid loans with a goal of generating higher risk-adjusted
returns on investment than would be available from a portfolio based either on
purchased loans or on fixed-rate or non-prime loans. We believe that our
experience as a mortgage loan originator with a comprehensive and sophisticated
process for credit evaluation, risk-based pricing and loss mitigation will, over
time, provide us with a significant advantage over other portfolio investors who
do not have comparable origination capabilities.

We believe fundamental changes are occurring in the U.S. mortgage industry,
resulting in the shifting of investment capital and mortgage assets out of
traditional lending and savings institutions and into new forms of mortgage
banking and mortgage investment firms, including those that qualify as REITs
under the Internal Revenue Code. We believe that, while traditional mortgage
investment companies, such as banks, thrifts and insurance companies, generally
have greater diversification in their investments than we will have as a REIT,
they provide less attractive investment structures for investing in mortgage
assets because of the costs associated with regulation, infrastructure and
corporate level taxation. As a REIT, we
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will generally be able to pass through our REIT earnings to our stockholders
without incurring entity-level federal income tax, thereby allowing us to make
relatively larger distributions than institutions with similar investments
because they are subject to federal income tax on their earnings.

Additionally, with the development of highly competitive national mortgage
markets (which we believe is partly due to expansion of government sponsored
entities such as Fannie Mae, Freddie Mac and Ginnie Mae), local and regional
mortgage originators have lost market share to more efficient mortgage
originators who compete nationally. The growth of the secondary mortgage market,
including new securitization techniques, has also resulted in financing
structures that can be utilized efficiently to fund leveraged mortgage
portfolios and better manage interest rate risk.
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OUR BUSINESS STRATEGY

Our goal is to continue to grow the residential mortgage loan origination
business of NYMC and to build and manage a leveraged portfolio of prime
adjustable-rate and hybrid residential mortgage loans. We intend to execute our
strategy by:

— continuing to focus on originating prime residential mortgage loans
through NYMC that we believe can either be retained in our portfolio or
sold at a profit;

- focusing on maximizing our lending to home buyers rather than to home
owners seeking to refinance their mortgage loans, which we believe makes
our business less vulnerable to declines in volume resulting from
increases in interest rates;

— leveraging our portfolio to increase its size with the intent to enhance
our returns while at the same time managing the increased risk of loss
associated with this leverage;

— utilizing hedge strategies as we consider appropriate to minimize
exposure to interest rate changes;

- aggressively recruiting additional experienced loan officers and hiring
new loan officers for our training program;

- expanding our retail mortgage banking business through the opening of new
retail branch offices in new markets; and

— selectively pursuing strategic acquisitions in the mortgage banking
industry.

OUR COMPETITIVE ADVANTAGES

We believe we enjoy several key competitive advantages that will enable us
to implement our business strategy. These competitive advantages include:

- our ability to use mortgage loans that we originate as the basis for our
portfolio, which we believe will enable us to build a portfolio that
generates a higher return than the returns realized by other mortgage
investors that do not have their own origination capabilities, because
mortgage investors that do not have their own origination capabilities
must purchase their mortgage loans from third parties at higher premiums
than NYMC's cost of originating the mortgage loans that we will retain;

— our extensive network of referral sources that generates recurring
purchase loan originations;

— our ability to offer a broader range of mortgage loan products than most
of our competitors, including fixed-rate, adjustable-rate and hybrid
mortgage loans with varying total terms, which allows us to meet the
needs of a wider variety of customers as compared to those of our
competitors that do not offer as many loan products;

- access to real time data and trends in the residential mortgage business
from NYMC, our mortgage loan originator, that we believe will enable us
to better manage our origination strategy and investment decisions and
risks with respect to our portfolio; and

- a management team that includes experienced mortgage bankers and other
professionals with experience investing in and managing portfolios of
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residential mortgage loans and residential mortgage-backed securities.
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OUR MARKET OPPORTUNITY

The residential mortgage loan market is the largest consumer finance market
in the United States. According to the 1-to-4 Family Mortgage Originations,
1990-2002: Total, Refi Share, and ARM Share, Annual, 1990 to 2002, Report of the
Mortgage Bankers Association of America, or MBAA, lenders in the United States
originated more than $2.85 trillion in one to four family mortgage loans in
2002, while the March 15, 2004 Mortgage Finance Forecast of the MBAA estimated
that lenders originated approximately $3.81 trillion in 2003. In the March
forecast, the MBAA projects mortgage loan volumes will fall to $2.49 trillion in
2004 and $1.95 trillion in 2005, respectively, primarily attributable to an
expected continued decline in the volume of refinancing of existing loans
relative to 2003. The MBAA also projects that mortgage loan volume to home
purchases will increase from $1.30 trillion in 2003 to $1.34 trillion in 2004
and to $1.36 trillion in 2005. While loan refinancings represented approximately
49.8% of our total loan origination volume during the year ended December 31,
2003, our purchase loan originations during that period as a percentage of our
total loan originations exceeded the industry average. We believe that our
concentration on purchase loan originations will cause our loan origination
volume to be less susceptible to the expected industry-wide decline in
origination volume.

The U.S. residential mortgage market has experienced considerable growth
during the past eight years, with total outstanding U.S. mortgage debt growing
from approximately $3.36 trillion in 1994 to approximately $6.64 trillion as of
March 31, 2003, according to The Bond Market Association. According to the same
source, the total amount of U.S. residential mortgage debt securitized annually
into mortgage-backed securities has grown from approximately $358 billion in
1994 to $1.46 trillion in 2002 and approximately $1.74 trillion through the
first nine months of 2003.

OUR LOAN PRODUCTS

NYMC primarily originates prime first lien residential mortgage loans.
Approximately 96% of the loans that we originated and sold in 2003 were
considered to be prime loans by the purchasers of those loans according to the
underwriting criteria of those purchasers. While the definition of prime loan
varies from purchaser to purchaser, we believe that the vast majority of those
loans would have been considered prime loans under the underwriting criteria
that we expect to utilize following the completion of this offering. See "-- Our
Loan Underwriting Guidelines and Practices." NYMC also originates a lesser
amount of second mortgage loans, bridge loans, home equity lines of credit and
commercial loans.

The following table details the mortgage loan types originated by NYMC, as
measured by principal balance, during the years ended December 31, 2003, 2002
and 2001:

LOAN TYPE 2003 2002 2001
1 month adjustable-rate (various total terms)............... 4.9% 8.5% 0.8
6 month adjustable-rate (various total terms)............... 2.0 0.9 0.0
1 year adjustable-rate (various total terms)................ 0.6 0.1 0.1
2 year fixed-rate, adjustable-rate hybrid (various total
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RS 4= 1 3.3 1.5 0.5
3 year fixed-rate, adjustable-rate hybrid (various total
RS 4= 1 5.4 2.9 3.8
5 year fixed-rate, adjustable-rate hybrid (various total
RS 1= 1 17.0 20.3 16.5
7 year fixed-rate, adjustable-rate hybrid (various total
LS 1= 1 4.7 3.1 4.0
10 year fixed-rate, adjustable-rate hybrid (various total
RS 4= 4
10 year term fixed-rate. ... ...ttt e e 0
15 year term fixed-rate. ... ittt it e e e 8
20 year term fixed-rate. ... .ottt ittt 0.
30 year term fixed-rate. ... ..ottt e e e e 42
Federal Housing Authority (various total terms and rates)... 0
5
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The loans that fall into the "Other" category are comprised of second
mortgage loans, bridge loans, home equity lines of credit and commercial loans.
"Other" loans can be either fixed- or adjustable-rate loans and have a variety
of terms to maturity.

Loan types can also be classified according to the investor that will
ultimately purchase, securitize or guaranty the repayment of the loan. The main
differentiation for a first lien mortgage loan is whether the loan is a
conventional or a government loan. Conventional loans are loans without a
guaranty by a U.S. government agency and government loans are those that have a
guaranty by either the Federal Housing Administration or the Veterans
Administration. Conventional loans are typically securitized with a guaranty
from or purchased by Fannie Mae, Freddie Mac or a large mortgage conduit,
broker-dealer or depository institution depending on the loan's principal
balance. During the year ended December 31, 2003, approximately 99.3% of NYMC's
loan origination volume, as measured by principal balance, was conventional. The
remaining 0.7% was Federal Housing Administration insured loans.

The original principal balance of a conventional loan will determine if it
is eligible for purchase or guaranty by either Fannie Mae or Freddie Mac.
Mortgage loans with balances at or below the Fannie Mae and Freddie Mac loan
size limit are eligible for such purchase or guaranty and are often referred to
as conforming mortgage loans. Jumbo mortgage loans are those loans with
principal amounts above the limit. For the year ended December 31, 2003,
approximately 52.8% of NYMC's loan origination volume, as measured by principal
balance, was conforming, and 47.2% was jumbo.

Loan types also may be categorized by the amount of credit verification
documentation provided by the borrower. The level of documentation provided by
the borrower is just one factor that will be taken into account under our
underwriting guidelines when determining which loans constitute prime loans. For
the year ended December 31, 2003, approximately 63.8% of NYMC's first lien loan
origination volume, as measured by principal balance, was to borrowers who
provided full documentation of their income and assets, 15.9% was to borrowers
who provided reduced documentation of their income and assets, 6.6% was asset
only where the borrowers chose not to disclose their income but did disclose
their assets, 4.2% was no documentation where the borrowers chose not to
disclose either their income or assets, and 9.6% was to borrowers who stated
their income and assets but the income and assets were not verified. See "Our
Loan Underwriting Guidelines and Practices" below beginning on page 67 for a
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It is anticipated that only the following residential first lien mortgage
loan types will be retained in our portfolio going forward:

- 1 month adjustable-rate (various total terms)

- 6 month adjustable-rate (various total terms)

- 1 year adjustable-rate (various total terms)

- 2 year fixed-rate, adjustable-rate hybrid (various total terms)
- 3 year fixed-rate, adjustable-rate hybrid (various total terms)

- 5 year fixed-rate, adjustable-rate hybrid (various total terms)
During the year ended December 31, 2003, approximately 33.3% of our mortgage
loan origination volume, as measured by principal balance, was comprised of
loans of the types described above, although we anticipate that in the future
some of these types of loans will, nevertheless, not meet our investment
guidelines or our portfolio requirements. The balance of our mortgage loan
production consisted primarily of fixed-rate mortgage loans, all of which type
will continue to be sold to third party investors.

ANALYSIS OF OUR LOAN ORIGINATIONS
GEOGRAPHIC CONCENTRATION

NYMC originates loans in states where NYMC is approved to do so. As of
December 31, 2003, NYMC was either licensed or qualified to do business in 36
states. On that same date, NYMC had
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approximately 335 employees located in fifteen retail lending offices in seven
different states and one wholesale origination office. During the years ended
December 31, 2003, 2002 and 2001, NYMC's loan origination volume, as measured by
principal balance, came from the following states:

PERCENTAGE OF LOAN
ORIGINATION VOLUME

NEeW Y OT K . i ittt it e e e e ettt e e et e e ettt ae et 82
W T S Y e v e e e vt e e e e e e et e eaeeeee e eeaeeeeeseeneeeeeeeeenns 6
(@103 0% TS i 3 5 B i 3
[ T e o B = 1.
N @ s = 1
LY o =V 2= o T 0
[ ol o L o 3

LOAN-TO-VALUE RATIOS
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A loan's loan-to-value ratio, or LTV, is an important way for many loan
originators and loan investors to discern risk within a loan. An LTV is
calculated by using the loan principal balance as the numerator and the lower of
the home's sales price or appraised value as the denominator. A loan is said to
have an 80 LTV if, for example, the home was purchased for $100,000 and the loan
amount is $80,000. This assumes the appraised value of the home is at least
$100,000.

During the years ended December 31, 2003, 2002 and 2001, NYMC's first lien
mortgage loan origination volume, as measured by principal balance, contained
loans within the following LTV ranges:

PERCENTAGE OF FIRST LIEN
LOAN ORIGINATION VOLUME

LTV 2003 2002 2001
5 0o T = 16.9% 17.4% 11.7%
50 .01 == 60 . ittt e e e e e e e e e e e e 10.5 11.8 10.6
60 .01 == J0 . ettt et e e e e e e e e e e 20.1 22.7 20.2
T R 13.2 13.3 15.3
S T R 30.0 27.7 29.5
B0 . 0L == BO ittt e e e e e e e e e e 1.5 0.7 1.4
LS T R 5.2 4.0 7.7
O O 1.8 1.9 2.6
LSS T O o i 1T B o = 0.8 0.5 1.0
Total first lien mortgage 1oaNS. ... ii ittt eeeeeeeennenns 100.0% 100.0% 100.0%
Weighted average first lien LTV......t ittt iiiiiieeeeeeennn 67.7 66.8 70.2

First lien mortgage loan originations represented 96.2%, 96.5% and 96.2% of
NYMC's total mortgage loan originations, as measured by principal balance, for
the years ended 2003, 2002 and 2001 respectively.

CREDIT SCORES

Borrower credit scores are also a very important tool in determining
quality of loans produced by a lender. In underwriting a potential mortgage
loan, we will obtain credit scores from the borrower's credit report. A credit
report contains information on credit history, including existing and previously
repaid debt, and payment history on each obligation. There are three primary
credit repositories that keep historical data and provide credit reports on
potential borrowers. Each has a scoring model, the most common of
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which is referred to as a FICO score. The FICO score is a 3-digit number that
can range from 300 to 850 and is based on payment histories, amounts owed,
length of credit history, new credit and types of credit use.

Higher scores are considered better scores. That is, the higher the score,
the more favorably lenders look upon the borrower as a credit risk. Each of the
primary credit repositories produce their own score based on the data they have
on a potential borrower. We compare the scores from the three repositories and
generally will use the middle of the three in rating the risk profile of a
proposed mortgage loan. We generally consider loans to borrowers with FICO
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scores below the 600-650 range to have higher repayment risk than loans to
borrowers with higher FICO scores, although FICO scores alone do not always
accurately reflect repayment risk or a lack thereof. For example, a borrower may
have a FICO score below 600 because of a historical pattern of late payments on
other loans, but that same borrower's mortgage loan with us may have a low LTV
and the borrower may have a high net worth, together indicating a very low
repayment risk despite the low FICO score. Similarly, a borrower may have a very
high FICO score, but may still be a poor credit risk because of a volatile
employment situation or other factors. Consequently, in addition to evaluating a
borrower's FICO score, we assess a borrower's employment, income and assets and
related documentation, the amount of equity in and the value of the property
securing a borrower's loan, the borrower's debt to income ratio, credit history,
funds available for closing and post-closing liquidity and other factors when we
evaluate credit risk.

The table below shows, for the years ended December 31, 2003, 2002 and
2001, the percentage of loans, as measured by principal balance, we originated
in each specific middle FICO score range:

PERCENTAGE OF LOAN ORIGINATION VOLUME

MIDDLE FICO SCORE 2003 2002 2001
B0t . it e e e e e e e e e 2.4% 1.5% 1.1%
S T B T 15.2 12.2 10.1
S Y O 17.0 16.1 17.0
S T 13.7 15.3 16.6
TO00=T 24 . et e e e e e e e e e e 13.8 15.4 14.5
LR Tl 3 S 13.3 13.0 13.2
650 =674 . i it e e e e e e e e e e e 8.8 10.0 11.1
625640 . i i e e e e e e e e 7.1 6.4 6.3
B00=624 . ¢ it e e e e e e e e e e e 2.3 2.6 3.2
S T 1 1 1.3 1.1 1.5
550574 . e e e e e e e e e 0.5 0.7 0.6
BeloW 550 . ittt ittt e e e e e e e e e 0.8 0.6 0.6
No score availlable. ... ...ttt it ie ettt 3.8 5.1 4.2
o= 100.0% 100.0% 100.0%
Weighted average available middle FICO score.......... 719 716 713

PROPERTY TYPES

During the year ended December 31, 2003, approximately 99.2% of NYMC's loan
origination volume, as measured by principal balance, was collateralized by
residential property or cooperative apartments. The
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remaining loan volume was collateralized by commercial properties. The following

table shows, for the years ended December 31, 2003, 2002 and 2001, the
percentage of loans originated by property type:

PERCENTAGE OF LOAN ORIGINATION VOLUME
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PROPERTY TYPE 2003 2002 2001
Single family. ...ttt e e e e e 48.1% 50.3% 47.5%
S = ¢ 18.4 14.7 15.0
CondomInNiUm. ¢ v v v vttt ittt it ittt ettt e e e 15.7 13.4 15.7
Co—0p apartment . @ittt ettt et ettt 15.2 19.7 21.0
Planned urban development......c..ouii et eneeneeeennns 1.8 0.8 0.7
(0 5 o L 0.8 1.1 0.1
I o= 100.0% 100.0% 100.0%

Although they account for a small percentage of NYMC's loan production,
NYMC does offer commercial loans on a wide variety of commercial property types.
These loans are generally either brokered or pre-approved for sale to a third
party investor and are directly funded by that investor at the loan closing.

LOAN BALANCES
During the years ended December 31, 2003, 2002 and 2001, NYMC's first lien

mortgage loan origination volume, as measured by principal balance, was
comprised of loans with original principal balances in the following ranges:

PERCENTAGE OF LOAN ORIGINATION VOLUME

2003 2002 2001
S100,000 OF 1SSt i it time ittt ettt ettt 1.4% 2.2% 2.9%
$100,001 to $150,000. ¢t e iiseen ittt tee e eeeeeeeannns 4.9 5.3 7.0
$150,001 to $200,000. ¢t c e e it e et ettt et eeeeeeeennnn 7.4 7.1 11.1
$200,001 to $300,000. . ¢t ime ittt ettt it e 22.8 26.0 32.1
$300,001 to $400,000. . it e en e e teneeeeeeaeeannns 19.9 17.6 13.9
$400,001 to $500,000. ¢t e it een it ettt et eeeeeeeennns 13.6 10.0 8.4
$500,001 to $600,000. . e et een e e teneeeeeaeeannns 7.8 7.9 6.4
$600,001 to $700,000. . e et een e ettt e eeeeeeeannns 5.3 6.1 4.8
$700,001 to $800,000. . e i e ene e eeneeeeeeaeeannnn 3.2 3.2 3.0
$800,001 to $900,000. . ¢t ii ittt ittt e ieeeenn 1.8 2.6 2.0
$900,001 to $1,000,000. ...ttt 4.4 3.5 2.8
$1,000,001 to $1,500,000. ... et eeneeeeeenenennn. 2.9 3.2 3.3
$1,500,001 to $2,000,000. ... et eneeeeeenenennn. 1.4 3.6 0.6
$2,000,001 to $2,500,000. ... e eeeneeneeneeeenannn. 1.5 1.4 0.7
$2,500,001 to $3,000,000.. . ..ttt nneennennns 0.2 0.3 1.0
$3,000,001 or higher. ... ..ottt iennnn.. 1.5 0.0 0.0
0 o= B 100.0% 100.0% 100.0%
Weighted average principal balance..........oveeuun.. $317,051 $304,900 $265,533

First lien mortgage loan originations represented 96.2%, 96.5% and 96.2% of
NYMC's total loan originations, as measured by principal balance, for the years
ended 2003, 2002 and 2001, respectively.
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OUR LOAN UNDERWRITING GUIDELINES AND PRACTICES

82



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

As a mortgage banker, NYMC has not, up to now, retained any of its funded
loans on a long-term basis. Thus, NYMC's underwriting philosophy has
historically been to underwrite loans according to the guidelines established by
the available purchasers of its loans.

Typically, mortgage underwriting guidelines provide a framework for
determining whether a proposed mortgage loan to a potential borrower will be
approved. The key points in this framework are the borrower's credit scores and
other indicia of the borrower's ability and willingness to repay the loan, such
as the borrower's employment and income, the amount of the borrower's equity in
and the value of the borrower's property securing the loan, the borrower's debt
to income and other debt ratios, the LTV of the loan, the amount of funds
available to the borrower for closing and the borrower's post-closing liquidity.

Going forward, we will follow our own investment guidelines in determining
which NYMC originated loans will be eligible for us to retain in our portfolio
and we will continue to follow the underwriting guidelines established by
available purchasers with respect to the loans we intend to sell.

For mortgage loans we intend to retain, we will follow a specific
underwriting methodology based on the following philosophy -- first evaluate the
borrower's ability to repay the loan, and then evaluate the value of the
property securing the loan. We will seek only to retain mortgage loans that we
believe have low risk of default and resulting loss. As underwriting basically
seeks to predict future borrower payment patterns and ability based on the
borrower's history and current financial information and the lender's ability to
be made whole in the future through foreclosure in the event a default does
occur, no assurance can be made that every loan originated or purchased will
perform as anticipated.

We are in the process of developing, and expect to adopt prior to
completion of this offering, underwriting guidelines and practices that
establish clear parameters for our loan underwriters and credit officers to make
loan approval decisions with respect to the loans we intend to retain. As stated
above, these parameters will focus first on the borrower's ability and
willingness to repay the loan, and then on the value of the underlying
collateral. We anticipate that our underwriting guidelines will be similar to
the guidelines of those to whom NYMC has historically sold prime loans. The key
aspects of our guidelines will be as follows.

BORROWER

In evaluating the borrower's ability and willingness to repay a loan, we
will review and analyze the following aspects of the borrower: credit score,
income and its source, employment history, debt levels in revolving, installment
and other mortgage loans, credit history and use of credit in the past, and
finally the ability and/or willingness to provide verification for the above.
Credit scores, credit history, use of credit in the past and information as to
debt levels can be typically obtained from a third party credit report through a
credit repository. Those sources will be used in all cases, as available. In
certain cases, borrowers have little or no credit history that can be tracked by
one of the primary credit repositories. In these cases, the reason for the lack
of history will be considered and taken into account. In our experience, more
than 95% of prospective borrowers have accessible credit histories.

PROPERTY

In evaluating a potential property to be used as collateral for a mortgage
loan, we will consider all of the following aspects of the property: the loan
balance versus the property value, or LTV, the property type, how the property
will be occupied (a primary residence, second home or investment property), if
the property's apparent value is supported by recent sales of similar properties
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in the same or a nearby area, any unique characteristics of the property and our
confidence in the above data and their sources.

OTHER CONSIDERATIONS

Other considerations that will impact our decision regarding a borrower's
loan application are the borrower's purpose in requesting the loan (purchase of
a home as opposed to cashing equity out of the
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home through a refinancing for example), the loan type (adjustable-rate,
including adjustment periods and loan life rate caps, or fixed-rate), and any
items unique to a loan that we believe could affect credit performance.

OUR LOAN ORIGINATION FINANCING STRATEGY

We intend to continue to finance our loan originations utilizing the
warehouse facility, gestation facility and reverse repurchase agreement that
NYMC currently utilizes to fund its loan originations, as well as other similar
financing arrangements. The agreements are each renewable annually, but are not
committed, meaning that the counterparties to the agreements may withdraw access
to the credit facilities at any time.

We plan on continuing the use of these facilities going forward. We believe
that we may be able to negotiate more favorable terms under these facilities in
the future as the result of the increase in our equity from the available net
proceeds of this offering. Converting some or all of these facilities to
committed facilities following this offering will strongly be considered, but we
do not have a unilateral right to convert these facilities. Committed facilities
are expected to involve the paying of up-front fees by us to the credit
facilities provider, who in turn must make the facility available at all times
during the term of the agreement. We believe that the financial ratios that we
will need to satisfy under these facilities will remain the same whether the
facilities are committed or uncommitted.

NYMC'S WAREHOUSE FACILITY

Non-depository mortgage lenders, such as NYMC, typically rely on credit
facilities for capital needed to fund new mortgage loans. These facilities are
typically lines of credit from other financial institutions that the mortgage
banker can draw from in order to fund new mortgage loans. These facilities are
referred to as warehouse lines or warehouse facilities.

Warehouse lines are typically collateralized loans made to mortgage bankers
that in turn pledge the resulting loans to the warehouse lender. Third-party
mortgage custodians, usually large banks, typically hold the mortgage loans,
including the notes, mortgages and other important loan documentation, for the
benefit of the mortgage lender who is deemed to own the loan and, if there is a
default under the warehouse line, for the benefit of the warehouse lender.

NYMC currently has a $50 million syndicated line of credit with HSBC Bank
USA. NYMF, which will be our qualified REIT subsidiary following this offering,
has a $100 million warehouse facility with Greenwich Capital Financial Products,
Inc.

The Greenwich Capital facility matures on January 8, 2005. As of March 22,
2004, nothing was outstanding under the Greenwich Capital facility. We have
agreed to guarantee NYMF's obligations under the Greenwich Capital facility. The
HSBC warehouse facility matures on June 30, 2004. As of March 22, 2004, $26.6
million was outstanding under the HSBC facility.

84



Edgar Filing: NEW YORK MORTGAGE TRUST INC - Form S-11/A

NYMC'S MASTER REPURCHASE AGREEMENT

Mortgage bankers use repurchase agreements or reverse repurchase agreements
to finance the mortgage loans they originate. Under those agreements, the
mortgage banker sells a mortgage loan to a counterparty and agrees to repurchase
the loan from the counterparty at a price equal to the original sale price plus
an interest factor.

NYMC currently has one master repurchase agreement, also referred to as a
reverse repurchase agreement, with Credit Suisse First Boston Mortgage Capital,
LLC, pursuant to which NYMC may enter into up to $100 million in aggregate loan
repurchase arrangements. This master repurchase agreement matures on April 15,
2004. As of March 22, 2004, $48.6 million was outstanding under the agreement.
NYMC currently utilizes this master repurchase agreement essentially like a
warehouse line to finance mortgage loans originations.
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NYMC'S GESTATION FACILITY

Mortgage lenders use gestation facilities primarily to free up borrowing
capacity under their warehouse lines. Under a gestation facility, the gestation
lender actually purchases a closed mortgage loan from the mortgage banker
shortly after funding and the proceeds are used to pay down the debt incurred
under the warehouse line with respect to the loan. The gestation lender holds
the loan until the mortgage banker arranges the sale of the loan to a third
party purchaser. When the third party purchaser purchases the loan, the
gestation lender transfers the loan directly to the purchaser in exchange for
payment, and the gestation lender pays the mortgage lender, such as NYMC, a
completion fee.

NYMC currently has one $25 million gestation facility with Greenwich
Capital Financial Products, Inc. This facility matures on August 31, 2004. As of
March 22, 2004, $1.1 million was outstanding under this facility.

LOAN SERVICING

Loan servicing is the administration function of a mortgage loan whereby an
entity collects monthly payments from a mortgage borrower and disburses those
funds to the appropriate parties. The servicer has to account for all payments,
maintain balances in certain accounts for each loan, maintain escrow accounts
for real estate taxes, remit the correct amount of principal and interest
monthly to the holder of the loan and handle foreclosures as required.

NYMC has, up until now, sold the servicing rights on all loans that NYMC
has originated upon sale of its loans. However, NYMC has the ability to service
loans through third party subservicers. Certain loans have recently been held on
NYMC's balance sheet for a period of time in order to increase earnings. In
these cases, we believe there is a large enough spread between the mortgage loan
interest rate and the interest rate paid on the applicable warehouse line to
make any additional risk in carrying those loans on our balance sheet
worthwhile. In these cases, NYMC services the loans through a third party
subservicer for the time period that it holds the loans.

We are currently negotiating an agreement with Cenlar Federal Savings Bank
whereby Cenlar will subservice loans for us following this offering. Cenlar is a
wholesale bank specializing in mortgage sub-servicing nationwide. According to
Cenlar, it is currently the third largest subservicer in the United States with
a total servicing portfolio of over 400,000 loans with $30 billion in aggregate
principal balance. Cenlar states that it is an approved loan servicer for Fannie
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Mae, Freddie Mac, Ginnie Mae and others.

We expect that loans originated by NYMC that will be retained by us for our
portfolio will have their servicing handled by Cenlar. Under this arrangement,
Cenlar will act as an intermediary between us and the borrower. It will collect
payments from borrowers, handle accounting and remittance of the payments,
handle escrow accounts and do certain tax reporting for us. As our retained
loans are securitized, Cenlar will continue to service those loans and report to
the securities trustee or master servicer, as appropriate.

We also expect that loans originated and funded by NYMC that will be sold
to third parties will be serviced in the interim for NYMC by Cenlar, as needed.

OUR INVESTMENT GUIDELINES AND POLICIES

We will seek to have a portfolio consisting of high quality mortgage-backed
securities and loans. We believe that retaining high quality assets in our
portfolio helps us mitigate risks associated with market disruptions.

In defining our investment guidelines, we will use the following
classifications for securities we intend to own:

- Category I investments are mortgage-backed securities that are either
rated within one of the two highest rating categories by at least one of
either Standard & Poor's Corporation or Moody's Investors Service, or
have their repayment guaranteed by Fannie Mae, Freddie Mac, or Ginnie
Mae.
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- Category II investments are mortgage-backed securities with an investment
grade rating of BBB or better by at least one of Standard & Poor's or
Moody's.

— Category III investments are mortgage-backed securities that have no
rating from, or are rated below investment grade by at least one of
Standard & Poor's or Moody's.

Further, we intend to retain on our balance sheet a majority of the
residential first lien adjustable-rate and hybrid mortgage loans originated by
NYMC that we believe have a low risk of default and resulting loss and are of
the following types:

- 1 month adjustable-rate (various total terms)

- 6 month adjustable-rate (various total terms)

- 1 year adjustable-rate (various total terms)

- 2 year fixed-rate, adjustable-rate hybrid (various total terms)

- 3 year fixed-rate, adjustable-rate hybrid (various total terms)

- 5 year fixed-rate, adjustable-rate hybrid (various total terms)

We will initially fund these loans through warehouse facilities and reverse
repurchase agreements. We intend to finance the loans that we retain in our
portfolio through securitization transactions. Upon securitization, we expect

that a vast majority of the resulting mortgage-backed securities will become
eligible for inclusion in Category I.
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The only subordinate classes of mortgage-backed securities that we
anticipate acquiring and holding, which will generally be Category III
investments, are subordinate classes that result from securitizations of the
mortgage loans in our portfolio. We will not seek to acquire subordinated
mortgage-backed securities as investments but instead will acquire them only in
connection with our mortgage loan securitizations or in order to help us meet
our asset tests as a REIT.

Our board of directors has adopted an investment policy that provides,
among other things, that:

- No investment shall be made which would cause us to fail to qualify as a
REIT;

— No investment shall be made which would cause us to be regulated as an
investment company;

- At least 70% of our assets will be Category I investments or loans that
back or will back such investments; and

— No more than 7.5% of our assets will be Category III investments or loans
that back or will back such investments.

Our board of directors may amend or waive compliance with this investment
policy at any time without the consent of our stockholders.

Our board of directors has established an investment and leverage committee
for the purpose of approving certain investment transactions and the incurrence
of indebtedness that is comprised of our co-chief executive officers, our
president and chief investment officer, our chief financial officer and our
chief operating officer. The committee will have the authority to approve,
without the need of further approval of our board of directors, the following
transactions from time to time, any of which may be entered into by us or any of

our subsidiaries:

- the purchase and sale of agency and private label mortgage-backed
securities, subject to the limitations described above;

- securitizations of our mortgage loan portfolio;

- the purchase and sale of agency debt;

— the purchase and sale of U.S. Treasury securities;
— the purchase and sale of overnight investments;
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— the purchase and sale of money market funds;

— hedging arrangements using:

interest rate swaps and Eurodollar contracts;

- caps, floors and collars;

financial futures; and
- options on any of the above; and

— the incurrence of indebtedness using:
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— repurchase and reverse repurchase agreements;
- bank loans, up to an aggregate of $100 million; and
- term repurchase agreements

Our board of directors may change the members of the committee, the powers of
the committee, and the scope of the committee or may disband the committee at
any time without the consent of our stockholders.

OUR TARGETED INVESTMENTS

Our primary strategy, and a strategy that differentiates us from most other
residential mortgage REITs, is to continue the residential mortgage banking
operations of NYMC and to retain in our portfolio adjustable-rate and hybrid
mortgage loans originated by NYMC, as opposed to purchasing comparable
securities or mortgage loans on the open market at what we believe would be
higher premiums. We believe that, as a result of this strategy, we will be able
to build a portfolio of mortgage loans at lower costs, which we expect will give
us a competitive advantage over other mortgage loan investors, most of whom do
not possess retail loan origination capabilities.

Initially, given our desire to timely and safely deploy the capital raised
in this offering, we intend to use the net available proceeds to purchase an
initial portfolio of adjustable-rate and hybrid mortgage loans and/or
mortgage-backed securities in the open market. Concurrently, we intend to enter
into financing agreements enabling us to leverage our equity by approximately
eight to 12 times, which will provide us with capital to purchase additional
mortgage loans and/or mortgage-backed securities. This initial portfolio of
assets will be replaced over time with adjustable-rate and hybrid mortgage loans
that we originate, as described above.

Mortgage Loans. In addition to the loans we will retain in our portfolio,
we will originate and sell to third parties individual loans or portfolios of
mortgage loans. We may also invest in portfolios of mortgage loans secured by
residential properties in the U.S. from various sellers, including mortgage
bankers, life insurance companies, banks and other owners. For the mortgage
loans we originate and that we intend to retain, we will follow our loan
underwriting guidelines and practices described above under "Our Loan
Underwriting Guidelines and Practices," beginning on page 67.

Residential Mortgage-Backed Securities. The residential mortgage-backed
securities that we will invest in will be secured by or evidence ownership
interests in pools of mortgage loans secured by one to four family residential
properties. Subject to our investment guidelines, these securities may be
senior, subordinate, investment grade or non-investment grade securities. We
anticipate only holding or acquiring subordinate classes that result from
securitizations of the mortgage loans in our portfolio. We expect the majority
of our residential mortgage-backed securities investments to be rated by at
least one nationally recognized statistical rating agency. The majority of our
investments in residential mortgage-backed securities will consist of securities
that are part of a capital structure or securitization where the rights of such
class to receive principal and interest are senior to the rights of subordinate
or lower classes of securities. We intend to invest in residential
mortgage-backed securities that wil