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TWO HARBORS

A Pine River Capital Managed Company

April 2, 2014
Dear Fellow Stockholders:

On behalf of the Board of Directors of Two Harbbrgestment Corp., it is my pleasure to invite youhe 2014 Annual Meeting of
Stockholders of Two Harbors Investment Corp., ayléanrd corporation, which will be held at The PieHetel, 2 East 61st Street, New York,
New York 10065, on Tuesday, May 20, 2014, at 1&00. Eastern Daylight Time (tI*Annual Meeting”).

The accompanying Notice of Annual Meeting of Stamklers and Proxy Statement describe the busindss ¢onducted at the Annual
Meeting and details regarding admission to the AhiMeeting. Again this year, we will be using thédtice and Access” method of
furnishing proxy materials to you over the Intern&fe believe that this process will provide youhnat convenient and quick way to access
our proxy materials and vote your shares, whilevéithg us to reduce the environmental impact of Amual Meeting and the costs of
printing and distributing the proxy materials. Qrabout April 2, 2014, we will commence mailingdor stockholders a Notice of Internet
Availability of Proxy Materials, which contains mrimation regarding access to our proxy materiats\enting information. We will not be
mailing the notice to our stockholders who previgudected to receive paper copies of our proxyemals, but rather will mail those
stockholders a full set of our proxy materials.

It is important that your shares be representediaAnnual Meeting, regardless of the number ofehgou hold and whether or not you
plan to attend the meeting in person. Accordingky,encourage you to authorize your vote as so@ossible by following the instructions
contained in the Notice of Internet Availability Bfoxy Materials you receive for our Annual Meeting

Thank you for your continued support of Two Harblorgestment Corp. We hope that you will be ablattend our Annual Meeting and
look forward to seeing you.

Sincerely,

G loy

Thomas E. Siering
President and Chief Executive Offic
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Date and Time:
Place:

Iltems of Business

Record Date:

Proxy Materials:

Admission Policy:

TWO HARBORS

A Pirm Fiver Capital Managed Compary

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
Tuesday, May 20, 2014, at 11:00 a.m. Eastern Diatyligne
The Pierre Hotel, 2 East 61st Street, New York, Nesk 10065

(1) To elect nine directors, with each director servingjl our next annual meeting of stockholders andgl his or her
successor is elected and qualifi

(2) To hold an advisory vote relating to the compewsatif our executive officer:

(3) To consider and vote upon the ratification of thpa@ntment of Ernst & Young LLP to serve as ourependent
registered public accounting firm for our fiscabyending December 31, 2014; ¢

(4) To transact such other business as may properlg ¢tm@fore the Annual Meeting or any adjournment or
postponement therec

You may vote at the Annual Meeting if you wereackholder of record as of the close of businesMarch 25, 2014

On or about April 2, 2014, we expect to commencdinggof a Notice of Internet Availability of Proxiaterials,
which contains information regarding access topyaky materials and voting information. Our Proxgt8ment and
2013 Annual Report are availablevat/w.proxyvote.comWhether or not you plan to attend the Annual Nhggtpleas
vote your shares by proxy to ensure they are repted at the Annual Meetin

Only stockholders who own shares of our commonkséscof the record date may attend the Annual MgetVe
encourage you to register to attend in advanckeoBnnual Meeting by contacting our Investor Relasi Department
at (612) 629-2500 or by emailingvestors@twoharborsinvestment.corttendance at the Annual Meeting will be
limited to stockholders presenting valid governmeéssued photo identification and proof of stock oenship as of
the record date.

If your shares are registered directly in your namité our transfer agent, Computershare Shareo®aerices, you are
considered the stockholder of record. If you astoakholder of record, you must present valid gor@nt-issued
photo identification and proof of ownership, whitlay include a copy of your account statement fromt@ansfer
agent or a copy of your stock certifica

If your shares are held in a stock brokerage adomuby a bank, trustee or other nominee, you ansidered the
beneficial owner of shares held in “street namiybl are a beneficial owner, you must presentvgdivernment-
issued photo identification and proof of share omship by providing a bank or brokerage firm accostatement or a
letter from the broker, trustee, bank or nominelding your shares

BY ORDER OF THE BOARD OF DIRECTOR!

pebdetd el best —
' &

Rebecca B. Sandbe
General Counsel and Secretz

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR

THE 2014 ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON MAY 20, 2014:

Our Proxy Statement and 2013 Annual Report, whichricludes our Annual Report on Form 10-K

for the fiscal year ended December 31, 2013, areailable at www.proxyvote.com
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TWO HARBORS INVESTMENT CORP.
PROXY STATEMENT
2014 ANNUAL MEETING OF STOCKHOLDERS
Tuesday, May 20, 2014
11:00 a.m. Eastern Daylight Time
The Board of Directors of Two Harbors InvestmentfgCoa Maryland corporation, is using this proxgtement to solicit your proxy for

use at our Annual Meeting of Stockholders to bel loel Tuesday, May 20, 2014 at 11:00 a.m. Easteptidgba Time, and any adjournment or
postponement of the meeting (the “Annual MeetingReferences in this proxy statement to “Two Hastidicompany,” “we,” “us,” “our”
and similar terms refer to Two Harbors InvestmeotpC

GENERAL INFORMATION ABOUT THE ANNUAL MEETING AND VO TING

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting
to be held on May 20, 2014

This proxy statement and our 2013 Annual Reportclwvincludes our Annual Report on Form 10-K for fiseal year ended
December 31, 2013, are availablevatw.proxyvotecom.

Pursuant to rules adopted by the U.S. Securitid€Exchange Commission, or SEC, we have electetbidde access to our proxy
materials over the Internet. Accordingly, we azading a Notice of Internet Availability of Proxyaterials (the “Notice of Availability”) to
our stockholders of record as of the close of lagsron March 25, 2014. All stockholders will béeab access our proxy materials on the
website referred to in the Notice of Availabilityvvw.proxyvote.comor request to receive a printed set of our pnmagerials. Instructions
on how to access our proxy materials over the hetieor request a printed copy of our proxy mateniahy be found in the Notice of
Availability.

What is the purpose of the Annual Meeting?
The purpose of the Annual Meeting is to vote onfthlewing matters.

(1) To elect nine directors, with each director servindjl our next annual meeting of stockholders antll his or her successor is
elected and qualified;

(2) To hold an advisory vote relating to the compelsatif our executive officers;

(3) To consider and vote upon the ratification of thpantment of Ernst & Young LLP to serve as ourdpdndent registered public
accounting firm for our fiscal year ending Decem®gy2014; and

(4) To transact such other business as may properlg dmfore the Annual Meeting or any adjournmentastponement thereof.
Who is entitled to vote at the Annual Meeting?

Our Board of Directors has fixed the close of basgon March 25, 2014 as the record date for detergithe stockholders entitled to
receive notice of and to vote at the Annual Meetind any postponements or adjournments thereoth©record date, there were
366,046,045 shares of our common stock outstan@inty. stockholders as of the record date are edtith vote at the Annual Meeting.

A stockholder list will be available at our prinaipexecutive office beginning May 9, 2014 duringmal business hours for examinat
by any stockholder registered on our stock ledgefahe record date for any purpose pertaininp¢cAnnual Meeting. Our principal
executive office is located at 590 Madison Aver@&th Floor, New York, New York 10022.

What are my voting rights?

You are entitled to one vote for each share ofoounmon stock held by you on the record date omatters presented at the Annual
Meeting or any adjournment or postponement ther@bkre is no cumulative voting.
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How many shares must be present to hold the Annudeeting?

The presence, in person or by proxy, of the holdéshares entitled to cast a majority of all tintes entitled to be cast at the Annual
Meeting will constitute a quorum for the transactaf business at the Annual Meeting. Shares repted by proxies received but marked as
abstentions will be included in the calculatiortld number of shares considered to be present @rthual Meeting. Pursuant to Maryland
law, broker non-votes and abstentions are not detdun the determination of the shares of commockstoting on such matter, but are
counted for quorum purposes.

What is a proxy?

It is your designation of another person to vot@reh of our common stock that you own. That otleesqn is called a proxy. If you
designate someone as your proxy in a written doatintlgat document also is called a proxy or a proead. When you designate a proxy,
also may direct the proxy how to vote your shaveés.refer to this as your “proxy vote.” Two execetiofficers have been designated as
proxies for our Annual Meeting. These executivéceffs are Thomas E. Siering, our Chief Executivéc®f, and Rebecca B. Sandberg, our
General Counsel and Secretary.

What is a proxy statement?

It is a document that we are required to make alkdlto you by Internet or, if you request, by nimidiccordance with regulations of the
SEC, when we ask you to designate proxies to vote ghares of our common stock at a meeting oftnakholders. The proxy statement
includes information regarding the matters to lecapon at the Annual Meeting and certain othfarimation required by regulations of the
SEC and rules of the New York Stock Exchange, oSRY

What is the difference between a stockholder of recd and a beneficial owner?

If your shares are registered directly in your nawith our transfer agent, Computershare Shareo®aerices, you are considered the
stockholder of record with respect to those shares.

If your shares are held in a stock brokerage adcouiby a bank, trustee or other nominee, yowarsidered the beneficial owner of
shares held in “street name.” As the beneficiah@myyou have the right to direct your broker, teesor nominee on how to vote and you are
also invited to attend the Annual Meeting. Howeweneficial owners generally cannot vote their ebalirectly because they are not the
stockholder of record and must instead instrucbtiog&er, bank, trustee or other nominee how to tlwe& shares using the method described
below under ‘How can | vote prior to the Annual Meeting?

Why did | receive a notice instead of a full set gbroxy materials?

As permitted by SEC rules, we have elected to pieeiccess to our proxy materials over the Intemigitth reduces our costs and the
environmental impact of our Annual Meeting. Accogly, we mailed a Notice of Availability to our skholders of record and beneficial
owners who have not previously requested a pris¢éeaf proxy materials. The Notice of Availabilitpntains instructions on how to access
our proxy materials and vote online, as well agricsions on how to request a printed set of pnoraterials.

Why did | receive more than one notice or printed st of proxy materials?

If you receive more than one Notice of Availabildy printed set of proxy materials, it likely medhat you hold shares of our common
stock in more than one account. To ensure thaff gibur shares are voted, you should vote oncedich control number you receive, as
described below underHow can | vote prior to the Annual Meeting?”

How can | obtain a paper copy or an electronic copgf the proxy materials?

To obtain a paper copy or an electronic copy ofpitxy materials, you will need your control numbehich was provided to you in tl
Notice of Availability or the proxy card included your printed set of proxy materials. Once youehgour control number, you may reque
paper copy or an electronic copy of our proxy mateusing any of the following methods: (i) vigitvw.proxyvote.corand enter your contr
number when prompted; (ii) call 1-800-579-1639 antkr your control number when prompted; or (#hd an email requesting electronic
delivery of the materials teendmaterial@proxyvote.com
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How can | vote prior to the Annual Meeting?

Stockholders of Recordlf you are a stockholder of record, you may votaryshares or submit a proxy to be voted at the Ahkleeting
by one of the following methods:

e By Internet - You may authorize your proxy online via the Imietrby accessing the websitew.proxyvote.corand following the
instructions provided on the Notice of Availabiliby proxy card. Internet voting facilities will lavailable 24 hours a day and will
close at 11:59 p.m., Eastern Daylight Time, on NIy2014. To vote by Internet, you will need to tleecontrol number listed on
your Notice of Availability or proxy card, which warovided to you by our vote tabulator, Broadrifggancial Solutions; then
follow the additional steps when prompted. The stegive been designed to authenticate your ideatitywy you to give voting
instructions, and confirm that those instructioasenbeen recorded properly.

e By Telephone -You may authorize your proxy by touch-tone telephby calling 1-800-690-6903. Telephone voting ftied will
be available 24 hours a day and will close at 1p.5®, Eastern Daylight Time, on May 19, 2014. Dtevby telephone, you will
need to use the control number listed on the Natic&vailability or proxy card, which was providéo you by our vote tabulator,
Broadridge Financial Solutions; then follow the giddal steps when prompted. The steps have besigrisd to authenticate your
identity, allow you to give voting instructions,&noonfirm that those instructions have been reabpieperly.

* By Mail - If you request paper copies of the proxy matetimlse sent to you by mail, you may authorize yaoxp by completing
signing and dating your proxy card and returninig the reply envelope included with the paper gromaterials.

Beneficial Owners.If your shares are held in a stock brokerage adomuby a bank, trustee or other nominee, you ansidered the
beneficial owner of shares held in “street namkybu hold your shares in street name, you must your shares in the manner prescribed by
your broker, bank, trust or other nominee, whichimmsilar to the voting procedures for stockholdefrsecord. Other than the ratification of
appointment of Ernst & Young LLP as our independegistered public accounting firm for the yeariegddecember 31, 2014, the rulds
not permit your broker, bank, trustee or other nomiteeeote your shares of stock on any proposal unjleagrovide them with instructions
on how to vote your shares of common stock. Yowkhmstruct your broker, bank, trustee or othemimee how to vote your shares of stock
by following the directions provided by your brol@rnominee. However, if you request the proxyeriats by mail after receiving a Notice
of Availability from your broker, bank, trustee ather nominee, you will receive a voting instruntform (not a proxy card) to use in
directing the broker, bank, trust or other nomihew to vote your shares.

Can | vote my shares in person at the Annual Meeti?

If you are a stockholder of record, you may votaryshares in person at the Annual Meeting by cotimgje ballot at the Annual
Meeting. Even if you currently plan to attend thendial Meeting, we recommend that you submit yookpias described above so your vote
will be counted if you later decide not to attetidiou submit your vote by proxy and later decidesbte in person at the Annual Meeting, the
vote you submit at the Annual Meeting will overrigleur proxy vote.

If you are a beneficial owner, you may vote youarsls in person at the Annual Meeting only if yotagband bring to the Annual
Meeting a signed letter or other form of proxy frgour broker, bank, trustee or other nominee giyiag the right to vote the shares at the
Annual Meeting.

What vote is required to approve each proposal todvoted on at the Annual Meeting?
*  Proposal 1 —Each of the nine director nominees who receive pritaof all votes cast for a director nomineetsd Annual
Meeting, in person or by proxy, will be electe8ee “Corporate Governance and Board of Directordvajority Voting for
Directors and Director Resignation Policy.”

Proposal 2 —The affirmative vote of a majority of all votes tasthe Annual Meeting, in person or by proxyrequired to
approve the advisory vote on compensation of oacetkve officers.

* Proposal 3 —The affirmative vote of a majority of all votes tasthe Annual Meeting, in person or by proxyreguired to ratify
the appointment of our independent registered pw@acounting firm.
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How does the Board of Directors recommend that | vie@ on the proposals?
The Board of Directors recommends a vote:
e Proposal 1 —OR all of the nominees for director;
*  Proposal 2 —OR the advisory vote relating to the compensationusfexecutive officers; and

«  Proposal 3 —OR the ratification of the appointment of Ernst & Y@ubLP to serve as our independent registered public
accounting firm for our fiscal year ending DecemBg&r 2014.

What if | do not specify how | want my shares voted

If you are a stockholder of record and submit aaigproxy card, but do not specify how you wantdte your shares on a particular
proposal, your shares will be voted as follows:

e Proposal 1 —OR all of the nominees for director;
«  Proposal 2 —OR the advisory vote relating to the of compensatibour executive officers; and

*  Proposal 3 —FOR the ratification of the appointment of Ernst & YaubLP to serve as our independent registered public
accounting firm for our fiscal year ending Decem®g&r 2014.

Your vote is important. We urge you to vote, otinstruct your broker, bank, trustee or other nomiaéow to vote, on all matters
before the Annual Meeting. If you are a beneficial owner and fail to instrtlee stockholder of record how you want to voteryshares on a
particular matter, those shares will be considéodek “uninstructed.” NYSE rules determine the winstances under which member brokers
of the NYSE may exercise discretion to vote “uninsted” shares held by them on behalf of theimtievho are beneficial owners. Other
than the ratification of the appointment of Erns¥&ung LLP as our independent public accounting fior the year ending December 31,
2014, the rulesdo notpermit member brokers to exercise voting discretisno the uninstructed shares on any matter toteel on at our
Annual Meeting. With respect to the ratificatiointloe selection of Ernst & Young LLP as our indeghemt public accountant for our fiscal
year ending December 31, 2014, the rules permitipeetorokers to exercise voting discretion as tauthiestructed shares. For matters v
respect to which the broker, bank, trustee or atleeninee does not have voting discretion or hasgbes not exercise, voting discretion, the
uninstructed shares will be referred to as a “brak-vote.” For more information regarding theeeffof broker non-votes on the outcome of
the vote, please seaVhat is the effect abstentions and broker non-?dtes

What is the effect of abstentions and broker non-ves?

An abstention occurs when a stockholder of recbsdains from voting or does not vote on a propogabroker nonvote occurs when
broker has not received voting instructions from hieneficial owner and the broker does not hawaetisnary authority to vote the shares
because the proposal is one other than ratificatidhe appointment of our independent public actiog firm. For more information
regarding discretionary voting, please s&&lat if | do not specify how | want my shares vated

For purposes of approving Proposals 1, 2 and 3eatisns and broker non-votes, if any, will notdemeinted as votes cast and will have
no effect on the result of the vote on such prolsosdthough they will be considered present ferplrpose of determining the presence of a
quorum.

Can | change my vote after submitting my proxy?

You may change your vote at any time before theypi® exercised. For stockholders of record, if yoted by mail, you may revoke
your proxy at any time before it is voted by ex@uyitand delivering a timely and valid ls-dated proxy, by voting in person by ballot at the
Annual Meeting or by giving written notice of sudvocation to the Secretary. If you voted by In&tror telephone, you may also change
your vote with a timely and valid later Internettelephone vote, as the case may be, or by vatipgison by ballot at the Annual Meetil
Attendance at the Annual Meeting will not have éfffect of revoking a proxy unless (i) you give peopvritten notice of revocation to the
Secretary before the proxy is exercised; or (i) yote by ballot at the Annual Meeting.

Notices of revocation of proxies should be serffwm Harbors Investment Corp., Attention: Rebecc&&adberg, General Counsel and
Secretary, 590 Madison Avenue, 36th Floor, New Ybléw York 10022.
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Who will count the votes?

Broadridge Financial Solutions, Inc., our indepartd@oxy tabulator, will count the votes and witt@s our inspector of election for t
Annual Meeting.

How can | attend the Annual Meeting?

The Annual Meeting will be held on Tuesday, May 2014 at The Pierre Hotel, 2 East 61st Street, Mew, New York 10065. Only
stockholders who own shares of our common stoak #te record date may attend the Annual MeetMie encourage you to register to
attend in advance of the Annual Meeting by contactiur Investor Relations Department at (612) 62962or by emailing
investors@twoharborsinvestment.cofttendance at the Annual Meeting will be limit@dpersons presenting valid government-issued photc
identification and proof of stock ownership astof tecord date, March 25, 2014. No cameras, regpaevices or large packages will be
permitted in the meeting room. For informatiorh&dp determine whether you are a stockholder ajrceor a beneficial owner, please see
“What is the difference between a stockholder cbrd and a beneficial owner?”

Stockholders of Recordlf your shares are registered directly in your namté our transfer agent, Computershare Shareo®aerices
you will need to present the following to gain adsion to the Annual Meetini

< valid government-issued photo identification; and

-  proof of ownership as of the record date, which mnajude a copy of your account statement fromtoansfer agent or a copy of
your stock certificate.

Beneficial Owners.If you are a beneficial owner of shares held irattname by a broker, bank, trustee or other namiau will need
to present the following to gain admission to thendal Meeting:

«  valid government-issued photo identification; and

- proof of share ownership as of the record datgarbyiding a bank or brokerage firm account stateroe letter from the broker,
trustee, bank or nominee holding your shares.

What is householding?

We may send a single Notice of Availability, as & other stockholder communications, to any hlooigkeat which two or more
stockholders reside unless we receive other instruérom you. This practice, known as “househatfiris designed to reduce duplicate
mailings and printing and postage costs, and ceag®atural resources. If your Notice of Availalyilis being householded and you wish to
receive multiple copies of the Notice of Availabyjlior if you are receiving multiple copies and Wblike to receive a single copy, or if you
would like to opt out of this practice for futureaitings, you may contact:

Broadridge Financial Solutions, Inc.
Householding Department
51 Mercedes Way
Edgewood, New York 11717
1-800-542-1061

If you participate in householding and would likeréceive a separate copy of our 2013 Annual Repatice of Availability or proxy
statement, please contact Broadridge in the madesaribed in above. Broadridge will deliver theuested documents to you promptly upon
receipt of your request.

Who pays for the cost of proxy preparation and sotiitation?

We will pay the cost of soliciting proxies and ntagke arrangements with brokerage houses, custodiamsnees and other fiduciaries
to send proxy materials to beneficial owners of@ammon stock. We will reimburse these third garfor reasonable out-of-pocket
expenses. In addition to solicitation by mail, directors and officers may solicit proxies by pdlene, electronic transmission and
personally. Our directors and officers will noteése any special compensation for such servicesh¥ve retained Morrow & Co., LLC, 470
West Avenue, Stamford, Connecticut 06902, for aimeged fee of $8,500, plus out of pocket expentgeassist us in soliciting proxies.

5




Table of Contents
Who can help answer my questions?

If you have any questions or need assistance vgbting shares or if you need additional copies f pinoxy statement or the enclosed
proxy card, please contact our Investor Relati@madment at our principal executive office:

Two Harbors Investment Corp.
590 Madison Avenue, 36th Floor
New York, New York 10022
Phone (612) 629-2500
Facsimile: (612) 629-2501
Email: investors@twoharborsinvestment.com
Attention: Investor Relations
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PROPOSAL 1: ELECTION OF DIRECTORS
Board Composition

Pursuant to our Charter and Bylaws, our directoesetected by stockholders each year at our Anileglting to serve terms expiring at
the next annual meeting. Our Charter and Bylawsige that our Board of Directors may be comprisédo less than the number of
directors required by the Maryland General Corporataw and no more than 15, with the precise nuntitoée set by our Board of
Directors. The Board of Directors has set the sfzeur Board at nine. Currently, our Board of s is comprised of eight directors, with
one vacancy, which we intend to fill through thlisation.

Director Nominations

Action will be taken at the Annual Meeting for thkection of nine directors, each to hold officeilumtir annual meeting of stockholders
to be held in 2015 or until his or her successaluly elected and qualified.

Information concerning each of the nine directomimees standing for election to our Board of Dioestat the Annual Meeting is set
forth below. Each of the nominees has been recaordeteby the Nominating and Corporate Governanceritige and nominated by our
Board of Directors. It is expected that each efdirector nominees will be able to serve, bunif auch nominee is unable to serve for any
reason, the proxies reserve discretion to votefoain from voting for a substitute nominee or noews.

We believe that each of the director nominees digppersonal and professional integrity; satisfgdevels of education and/or business
experience; business acumen; an appropriate léwelderstanding of our business and its industy@her industries relevant to our
business; the ability and willingness to devotegadde time to the work of our Board of Directorsl @s Committees; a fit of skills and
personality with those of our other directors thelips build a board that is effective and respanivthe needs of our company; strategic
thinking and a willingness to express ideas; amditye of experiences, expertise and background;th@dbility to represent the interests of
stockholders. The information presented below mdiggreach director nominee also sets forth speekmerience, qualifications, attributes
and skills that led our Board of Directors to canld that he or she should be nominated to staneldotion to serve as a director.

Director Nominees

Name Age Background Information

E. Spencer Abraham 61  E. Spencer Abrahanis a director nominee. Since 2011, Secretary Abrahas served as the Chairman and
Chief Executive Officer of The Abraham Group LL@®, iaternational strategic consulting firm based in
Washington, D.C. He is also the Chairman and Chkefcutive Officer of Abraham & Roetzel LLC, a
bipartisan government affairs and issues managefinent-He represented the State of Michigan in the
United States Senate prior to President George WWhBelecting him as the tenth Secretary of Energy.
During his tenure at the Energy Department froml2@@ough January 2005, he developed policies and
regulations to ensure the nation’s energy secusiag responsible for the U.S. Strategic Petrole@seR/e,
oversaw domestic oil and gas development policg,daveloped relationships with international
governments, including members of the Organizatiotme Petroleum Exporting Countries. Secretary
Abraham serves as a director of Occidental Petnol€orporation (NYSE: OXY), where he is a member of
its management success and talent developmengratepgovernance, nominating and social respoitgit
environmental, health and safety, and executivepgmsation committees; PBF Energy Inc. (NYSE: PBF),
where he is a member of its compensation and ndimghand corporate governance committees; and NRG
Energy, Inc. (NYSE: NRG), where he is a membet€ompensation and nuclear oversight committees.
Secretary Abraham serves as the chairman of thésévBoards of Lynx Global Realty Asset Fund
Onshore LLC and Uranium Energy Corp. He previosslyved as a director of GenOn Energy, Inc. and as :
director and member of the nominating and corpagateernance and compensation committees of ICx
Technologies. Secretary Abraham is an Advisory Baaember of th
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James J. Bender

Mark D. Ein

57

49

Churchill Center. He holds a J.D. from Harvard Laehool. Secretary Abraham was recommended to our
company by a director search firm, to whom our camyppaid a fee to assist us with identifying queif
director candidates. We believe Secretary Abralsagualified to serve as a director of the compatahs

of his extensive public company board experie

James J. Bendehas served as a director of our company since Mag.2He has served as the President
and Chief Executive Officer of WPX Energy, Inc. (8E: WPX) since December 2013. Mr. Bender has
served on the board of directors of WPX Energy, sirtcce December 2013. Previously, Mr. Bender skrve
as Senior Vice President and General Counsel of \ERetgy, Inc. and served in that role from Aprill20
to December 2013. From 2002 to 2011, he serveckasi@ Counsel and Corporate Secretary of The
Williams Companies Inc. and General Counsel of Mfils Partners GP LLC, the general partner of
Williams Partners, since September 2005. Mr. Besdered as the General Counsel of the generalgrartn
of Williams Pipeline Partners L.P., from 2007 uit8lmerger with Williams Partners in August 20E€om
June 2000 to June 2002, Mr. Bender was Senior Riesident and General Counsel of NRG Energy, Inc.,
and was its Vice President, General Counsel, anteey from June 1997 to June 2000. Prior to fgni
NRG Energy, Mr. Bender served in a variety of oflegal roles, including as a partner at Maslon Edel
Borman & Brand in Minneapolis, Minnesota and aroaige at Gibson, Dunn & Crutcher. Mr. Bender
serves on the board of directors of the Tulsa Afeiied Way and is a member of the board of trustéeise
Philbrook Museum of Art, the board of directorgteé KIPP School Tulsa, and the board of visitorghef
Sustainable Energy and Resources Law Program &irtiversity of Tulsa College of Law. Mr. Bender
received a Bachelor’s degree in mathematics fran®@if College and a Juris Doctorate degree froen th
University of Minnesota Law School. We believe Bender is qualified to serve as a director becafise
his experience with and knowledge of corporate guaece, regulatory matters and issues applicalde to
public company and its board of directc

Mark D. Ein is the non-executive Vice Chairman of our Boar@dwokctors and has been a director of our
company since our merger with Capitol Acquisitioor @, or Capitol, in October 2009. From 2007 to 200
Mr. Ein served as Capitol's Chief Executive Offiegrd a member of its board of directors. Mr. Eithis
Founder of Venturehouse Group, LLC, a holding comyhat creates, invests in and builds companias, a
has served as its Chief Executive Officer since9188 has also served as the President of Leland
Investments, a private investment firm, since 2005.Ein has also been the Chief Executive Offiaed
member of the board of directors of Capitol Accigsi Corp. Il (NASDAQ:CLAC) since 2010, an
acquisition vehicle that completed its initial pighbffering in May 2013. An entity owned by Mr. Eig alsc
the majority owner and managing member of Kastlellig Company LLC, which through its subsidiaries
conducts the business of Kastle Systems, LLC, ®igeo of building and office security systems theais
acquired in January 2007. He is the Co-Chairmafeastle Systems and the founder and owner of the
Washington Kastles, the World Team Tennis franciis&/ashington, D.C. Mr. Ein is chairman and lead
investor of Reed Krakoff Inc., a global luxury diatg and accessories company. Mr. Ein is a direaftor
MACH S.a.r.l., a telecommunications process sohgicompany and also is the chairman of the board of
directors of VSGi, a video conferencing, telepresemand audio-visual integration company. He seages
chairman of the board of The District of Columbisbfc Education Fund, a member of the board of The
District of Columbia College Access Program andrighe executive committee of the Federal City
Counsel. Mr. Ein received a B.S. in Economics wittoncentration in Finance from the University of
Pennsylvania’s Wharton School of Finance and an.M.Bom the Harvard Business School. Mr. Ein was
originally appointed as a director pursuant to maetual rights of Capitol granted in the mergetw@apitol
We believe Mr. Ein is qualified to serve as a dinedecause of his background as an entrepreneur,
investment banker and invest
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Stephen G. Kasnet

Jacques R. Rolfo

68

67

Stephen G. Kasne¢is an independent member of our Board of Direcamics serves as our lead independent
director. Mr. Kasnet has been a director of our gany since our merger with Capitol in October cd20

Mr. Kasnet is also a director of: Columbia Laboregs, Inc., a specialty pharmaceuticals company
(NASDAQ: CBRX), where he is chairman of the boand aerves on the audit committee; Rubicon Ltd.
(NzX: RBC), where he is chairman of the board; &ilder Bay Realty Trust Corp. (NYSE: SBY), where
serves on the audit committee. He was the chaimh&artmouth Street Capital LLC, a private investine
firm, from 2007 through October 2009. He was alsPRresident and Chief Executive Officer of Raymond
Property Company LLC, a real estate company, fré6872hrough October 2009. From 2000 to 2006, he
was President and Chief Executive Officer of HartG@wbal Company, Ltd., an asset management, natural
resources and real estate investment company, resaiént of PIOglobal, a Russian real estate invest
fund. From 1995 to 1999, Mr. Kasnet was a direatat member of the executive committee of The Byadle
Real Estate Trust. He was Chairman of Warren Beotk f1990 to 2003. He has also held senior
management positions with other financial orgaimres, including Pioneer Group, Inc., First Winthrop
Corporation and Winthrop Financial Associates, @atiot, Cabot and Forbes. He serves as a director of
Tenon Ltd., a wood products company, and servesdagctor of First Ipswich Bank. He is also a tegsof
the Governor’'s Academy, a private coed boardin@ Bithool in Byfield, Massachusetts. Mr. Kasnet
received a B.A. from the University of Pennsylvaiit. Kasnet was originally appointed as a director
pursuant to contractual rights of Pine River Cdapitanagement, L.P., or Pine River, granted in thegar
agreement with Capitol. We believe Mr. Kasnet ialified to serve as a director based on his audit
committee experience and his past and current exqer as a director of public compani

Jacques R. Rolfis an independent member of our Board of Direcémids has served as a director of our
company since December 2013. Mr. Rolfo has beelnicél Professor of Finance & Business Economics
at the Fordham Schools of Business since 2010.adalso served as an Adjunct Professor of Finance a
Columbia Business School since 2009 and at the Xk University Stern School of Business since 2013
In 2009, Mr. Rolfo provided consulting services Famd Advisory Partners, a financial advisory fiion
troubled collaterized loan obligation asset managemom 2008 to 2009, Mr. Rolfo also provided cdiisg
services for Structured Portfolio Management, LB@nortgage backed securities hedge fund. From 999
2007, Mr. Rolfo served as the Chief Executive Gffiof CIFG, a de novo bond insurer in the Uniteat&t
and Europe of which he was also a founding menirésr to 1999, Mr. Rolfo was an Executive Vice
President and a founding member of the asset mar&agend structuregroduct groups of the CDC Gro

in the United States, including CIMCO, CDC Servicend CDC Structured Programs, with a focus on
mortgage-backed securities and global fixed-incamaekets. Prior to joining the CDC Group, Mr. Rolfo
was the Senior Vice President, founder, and hea@lmfnan Brothers’ derivative product research group
(fixed income) and as an official of the World Bak. Rolfo received a Diploma of Engineer from the
L’Ecole Nationale Supérieure des Mines de ParidyléBc. degree in Mathematics from the Université de
Paris, an M.B.A. from the University of Pennsyhafi/harton School of Business, and a Ph.D. in Fi@anc
from Stanford University. We believe Mr. Rolfo isalified to serve as a director of our company beea
his extensive knowledge of and career in finantiatkets
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W. Reid Sanders

Thomas E. Siering

64

54

W. Reid Sanderis an independent member of our Board of Direcami has served as a director of our
company since our merger with Capitol in Octobdd2@ince 2010, he has served as a director and
member of the audit committee of Mid-America ApagtthCommunities, Inc., a Delaware REIT that owns
and operates apartment complexes (NYSE: MAA). Mndgrs currently serves as the President of Sander:
Properties, Inc., a real estate company; is a meoflibe board and compensation committee of
Independent Bank, a bank holding company; serveah@mvestment Committee at Cypress Realty, a real
estate company; and is on the Advisory Board of S&iture Partners lll, L.P., a private venture tapi

firm. He is the former chairman at Two Rivers Cabllanagement, and his former directorships include
Harbor Global Company Ltd., an asset managementralaesources and real estate investment company,
PioGlobal Asset Management, a Russian private tm&s management company, The Pioneer Group Inc.
a global investment management firm, and TBA Eatement Corporation, a strategic communications anc
entertainment marketing company. Mr. Sanders waskfounder and former Executive Vice President of
Southeastern Asset Management, and the formerderesif Longleaf Partners Mutual Funds, a family of
funds in Memphis from 1975-2000. He served as aadtment Officer at First Tennessee Investment
Management, the investment management divisionrsf Horizon National Corporation, from 1973-1975.
Mr. Sanders worked in Credit Analysis and Comméiagamding at Union Planters National Bank from
1971-1972. Mr. Sanders is a trustee of the Hug@bDkoundation, the Dixon Gallery and Gardens, the
Hutchison School, The Jefferson Scholars Foundatind the TN Shakespeare Company, and is a former
trustee of Rhodes College and the Campbell Clinienélation. He received a Bachelor's Degree of
Economics from the University of Virginia. Mr. Saard was originally appointed as a director purst@ant
contractual rights of Pine River granted in the geeragreement with Capitol. We believe Mr. Sanders
qualified to serve as a director because of hiadtmusiness experience and his expertise withsaadid
financial statement:

Thomas Sieringis our Chief Executive Officer and President amdeanber of our Board of Directors.
Mr. Siering has been a director and executive effgince we were incorporated in May 2009. SincE20
Mr. Siering has also served as a director on tla@dof directors of Silver Bay Realty Trust CorNY(SE:
SBY), which is a real estate investment trust fedusn single-family properties for rental income.

Mr. Siering is a Partner of Pine River, which ie frarent company of our external manager, PRCM
Advisers LLC (“PRCM Advisers”), and also servesaadirector of the Pine River Foundation. Prior to
joining Pine River in 2006, Mr. Siering was headtof Value Investment Group at EBF & Associate
private investment firm, from 1989 until 2006. Dhgithat period, he was also the manager for Merced
Partners, LP, a private investment firm, and Taclataternational Limited, a closed end, non-diviéesi
investment management company. Mr. Siering was daarfeartner at EBF & Associates in 1997.

Mr. Siering joined EBF & Associates in 1989 asaér. From 1987 to 1989, Mr. Siering held various
positions in the Financial Markets Department atg@lalnc. From 1981 until 1987, Mr. Siering was
employed in the Domestic Soybean Processing DiviatcCargill in both trading and managerial roles.
Mr. Siering holds a B.B.A. from the University aiWa with a major in Finance. Mr. Siering was orajin
appointed as a director pursuant to contractuatsigf Pine River granted in the merger agreemétht w
Capitol. We believe Mr. Siering is qualified to eers a director because of his investment anthtgad
expertise as well as his knowledge of PRCM Adviserd its affiliate organizations, which helps eestimat
adequate resources are devoted to our company GWPRIvisers.
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Brian C. Taylor

Hope B. Woodhouse

49

57

Brian C. Tayloris the Chairman of our Board of Directors. Mr. Taythas been a director of our company
since we were incorporate in May 2009. Mr. Taylas lalso served as chairman of the board of director
Silver Bay Realty Trust Corp. (NYSE: SBY) since 20Mr. Taylor is the Chief Executive Officer and
Chief Investment Officer of Pine River. Mr. Taylilmunded Pine River in 2002 and is responsible for
management of the business and oversight of igsfuBrior to Pine River’s inception, Mr. Taylor waih
EBF & Associates from 1988 to 2002; he was named loé the convertible arbitrage group in 1994 and
Partner in 1997. His responsibilities included fmdid management, marketing, product developmedt an
trading information systems development. Mr. Taytreived a B.S. from Millikin University in

Decatur, lllinois and an M.B.A. from the University Chicago. Mr. Taylor passed the lllinois Ceégtfi
Public Accountant Examination in 1986. Mr. Tayloaswriginally appointed as a director pursuant to
contractual rights of Pine River granted in the geetagreement with Capitol. We believe Mr. Taybor i
qualified to serve as a director because of hisstment and trading expertise as well as his kriyeef
PRCM Advisers and its affiliate organizations. ld@ble to help ensure that adequate resourcesanéed
to the company by PRCM Advisers. Mr. Taylor playees liaison role between day-to-day management of
the company and our independent direct

Hope B. Woodhousis an independent member of our Board of Direcémics has served as a director of
company since May 2012. Ms. Woodhouse has ovgeadts of experience in the financial services itrgh

at top-ranked, global alternative asset managefivarg and broker dealers. From 2005 to 2008, she=de

as Chief Operating Officer and as a member of taragement committee for Bridgewater Associates, Inc
Between 2003 and 2005, Ms. Woodhouse was PresigenChief Operating Officer of Auspex Group, L
and was Chief Operating Officer and a member ohth@agement committee of Soros Fund Management
LLC from 2000 to 2003. Prior to that, she heldi®as executive leadership positions, including Stear

of Funds at Tiger Management L.L.C. from 1998 t6@and Managing Director of the Global Finance
Department at Salomon Brothers Inc. from 1983 @819She has previously served as a director @rPip
Jaffray Companies (NYSE: PJC) and as a membes afidit and compensation committees (2011 until
May 2014), Seoul Securities Co. Ltd., Soros Furidsted and The Bond Market Association. Ms.
Woodhouse also serves on the boards of BottomNewe York and the United Way Foundation of IRC, is
a trustee of the Tiger Foundation, and a memb#reoinvestment committee at Phillips Academy, Arelfg
Massachusetts. Ms. Woodhouse received an A.BedegrEconomics from Georgetown University and an
M.B.A. from Harvard Business School. We believe M&odhouse is qualified to serve as a director
because of her background in the financial seni@sstry and her experience serving in executive
management role

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” THE ELECTION OF EACH OF THE

DIRECTOR NOMINEES NAMED ABOVE.
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CORPORATE GOVERNANCE AND BOARD OF DIRECTORS

Our Board of Directors is committed to maintainthg highest standards of business conduct and iiepgovernance. As described
more fully below, we have adopted a Code of Busirigsnduct and Ethics applicable to the conducuofodficers and directors, as well as to
the employees of our external manager and itsa#fg, PRCM Advisers and Pine River. We have allepged Corporate Governance
Guidelines, which, in conjunction with our ChartBylaws and our board committee charters, provigeftamework for our corporate
governance.

You can access our Code of Business Conduct andsiEtur Corporate Governance Guidelines, the etafor our Audit Committee,
Compensation Committee, Nominating and Corporatee@mnce Committee and Risk Oversight Committee,cantain other of our policie
under “Corporate Governance” in the Investors saadf our website atww.twoharborsinvestment.canby writing to our Investor
Relations department at Two Harbors Investment C680D Madison Avenue, 36th Floor, New York, Newrk'@0022.

Code of Business Conduct and Ethics
We have adopted a Code of Business Conduct andsHtiat applies to our officers and directors anBRCM Advisers’ and Pine

River's officers, directors and employees when such iddals are acting for us or on our behalf. Amotigeo matters, our Code of Busint
Conduct and Ethics is designed to detect and datergdoing and to promote:

< honest and ethical conduct, including the ethieaddiling of actual or apparent conflicts of interestween personal and
professional relationships;

full, fair, accurate, timely and understandablesldisure in our SEC reports and other public comeations;
» compliance with applicable governmental laws, raled regulations;

«  prompt internal reporting of violations of the CanfeBusiness Conduct and Ethics to appropriategperglentified in the Code;
and

e accountability for adherence to the Code of Busir@ésnduct and Ethics.

Any waiver of the Code of Business Conduct anddstfar our executive officers or directors may kedeaonly by our Board of
Directors or a Committee thereof and will be projpgisclosed as required by law or stock exchargglations. The Code of Business
Conduct and Ethics was adopted by the Board ofdiire on October 28, 2009.

Director Independence

NYSE rules require that a majority of a companydsitdl of directors be composed of “independent thre¢’ which is defined generally
as a person other than an executive officer or eyel of the company or its subsidiaries or anyratigividual having a relationship, which,
in the opinion of the company’s board of directeveuld interfere with the director’s exercise ofl@pendent judgment in carrying out the
responsibilities of a director. Consistent withgbeonsiderations, our Board of Directors hasrafftively determined that each of E. Spencer
Abraham, James J. Bender, Stephen G. Kasnet, JaBgirpolfo, W. Reid Sanders and Hope B. Woodhousdifies as an independent
director.

Board Leadership Structure

Our Board of Directors is led by a Chairman whapgointed by the directors. Both independent ardindependent directors are
eligible for appointment as the Chairman. The @hah presides at all meetings of the stockholdedsad our Board of Directors. The
Chairman performs such other duties and exercisgs gowers as from time to time shall be prescrihezur Bylaws or by our Board of
Directors. Our Board of Directors has appointed Maylor to serve as our Chairman.

Our Corporate Governance Guidelines provide thairtiependent directors shall appoint a directaetve as the lead independent
director. The lead independent director is resiidm$or coordinating the activities of the othadéependent directors, including scheduling
and conducting separate meetings of the indepemlieators and
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for such other duties as are assigned from tintienee by our Board of Directors. Our independen¢ctiors have appointed Mr. Kasnet to
serve as our lead independent director.

Our Board of Directors consists of a majority adépendent directors and exercises a strong, indepenversight function. All of the
Committees of our Board of Directors Audit, Compensation, Nominating and Corporation &aance, and Risk Oversight Committees
comprised entirely of independent directors. A benmof board committee processes and proceduidsading regular executive sessions of
independent directors and a regular review of #réopmance of PRCM Advisers, our external manageyide substantial independent
oversight of our management’s performance. UndeBylaws and Corporate Governance GuidelinesBaarrd of Directors has the ability
to change its structure if it determines that saicange is appropriate and in the best interestiiofompany. Our Board of Directors
believes that these factors provide the appropbatence between the authority of those who ovesaeeompany and those who manage it
on a day-to-day basis.

We currently separate the roles of Chairman anéfdhiecutive Officer. However, our Chairman and Ghief Executive Officer are
both affiliated with PRCM Advisers and Pine Riv&ur Board of Directors believes that this affiliet benefits our company because these
individuals are knowledgeable about our companysifiess and because they are able to ensure #tpiatd resources are devoted to our
company by PRCM Advisers and Pine River.

Board Committees

Our Board of Directors has formed four committéesluding our Audit, Compensation, Nominating anor@rate Governance, and
Risk Oversight Committees, and has adopted chddeeach of these Committees. Each Committeerigposed exclusively of directors
who meet the independence and other requiremetatislished by the rules and regulations of the SE€Cthe NYSE listing standards.
Additionally, the Compensation Committee is commbseclusively of individuals intended to be, to thaent required by Rule 16b-3 under
the Securities Exchange Act of 1934, as amendetiedExchange Act, non-employee directors and afilsuch times as we are subject to
Section 162(m) of the Internal Revenue Code of 188@amended, or Section 162(m), qualify as outdii@etors for purposes of Section 162

(m).
The following table summarizes the current memhbpreheach of our Committees.

Nominating & Corporate

Director Audit Compensation Governance Risk Oversight
James J. Bend X Chair

Stephen G. Kasn Chair X Chair
Jacques R. Rolf X X

W. Reid Sander X Chair X
Hope B. Woodhous X X X

Audit Committee

Our Audit Committee is responsible for engaging inodependent registered public accounting firmpprang Audit Committee reports,
reviewing with the independent registered publicoamting firm the plans and results of the audgfagrement, approving professional
services provided by the independent registeretiqgpabcounting firm, reviewing the independencéhaf independent registered public
accounting firm, considering the range of audit and-audit fees, and reviewing the adequacy ofmternal accounting controls.

Our Audit Committee is, and will at all times bentposed exclusively of “independent directors” efireéd under the NYSE listing
standards and who otherwise meet the NYSE listiagdards. Each member of our Audit Committee is ifgncially literate, in that they ¢
able to read and understand fundamental finanzEigdments, including a company’s balance sheatniecstatement and cash flow statement.

In addition, as a listed company, we must certifyt our Audit Committee has and will continue tedat least one member who is
financially sophisticated in that he or she hag pagployment experience in finance or accountiaguisite professional certification in
accounting, or other comparable experience or backgl that results in the individual's financiapsdstication. Our Board of Directors has
determined that Mr. Kasnet satisfies
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the definition of financial sophistication and atggalifies as an “audit committee financial exgea defined under rules and regulations of
the SEC.

Our Audit Committee’s purpose and responsibiliies more fully set forth in its charter, which isadable under “Corporate
Governance” in the Investors section of our webatiteww.twoharborsinvestment.cam

Compensation Committee
The principal functions of our Compensation Comedtare to:
- evaluate the performance of our executive officers;

e in consultation with senior management, estabhghcompany’s general compensation philosophy aridwethe compensation
philosophy of the company’s external manager;

» evaluate the performance of our external manadeC NP Advisers;

* review the compensation and fees payable to PRCWsAds under the Management Agreement dated Oc&He&x009, as
amended (the “Management Agreement”);

» toreview the compensation and fees payable ta#ijates of PRCM Advisers or any other relatedtpa
*  prepare Compensation Committee reports;

 make recommendations to our Board of Directors vapect to our company’s incentive compensatiangpand equity-based
plans; and

» administer the issuance of any common stock or@teity awards issued to employees of PRCM AdsisePine River, who
provide services to us.

Our Compensation Committee also reviews and maa@smmendations to our Board of Directors regarttiegcompensation of our
company’s independent directors. In reviewing araking recommendations on independent director emsgtion, our Compensation
Committee considers, among other things, the fatigypolicies and principles:

» the compensation that is paid to directors of otteenpanies that are comparable to us;

» the amount of time it is likely directors will bequired to devote to preparing for and attendingtings of our Board of Directors
and the committees on which they serve;

» the success of our company;

»  whether a director is a lead independent direat@hairman of one of the committees of our Boar®iéctors and the time
commitment related thereto;

« if a committee on which a director serves undegaksepecial assignment, the importance of thaiapssignment to our compa
and its stockholders; and

» therisks involved in serving as a director on Baard of Directors or a member of its committees.

Other than our Chief Executive Officer, who alsoves as a director, none of our executive offiegesinvolved in determining
independent director compensation levels, althaughcompany’s management may support the Compengatmmittee with certain
information, data and other resources in connedtiidm its compensation recommendations to our Badidirectors.

Our Compensation Committee may delegate all orgmoof its duties and responsibilities to a subaodittee of the Compensation
Committee. Our Compensation Committee’s purposkrasponsibilities are more fully set forth in thempensation Committee’s charter,
which is available under “Corporate Governancethim Investors section of our websitenatw.twoharborsinvestment.cam

Nominating and Corporate Governance Committee

Our Nominating and Corporate Governance Committgesponsible for seeking, considering and recondingrto our Board of
Directors qualified candidates for election as dives and approves and recommends to the full BoaBdrectors the appointment of each of
our executive officers. It also periodically preggand submits to our Board of Directors for amwpits selection criteria for director
nominees. It reviews and makes recommendatiomsaiters involving the general operation of our Bloafr Directors and our corporate
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governance, and annually recommends to our BoaBirettors nominees for each Committee of our Badrirectors. In addition, the
Nominating and Corporate Governance Committee dlyrfiagilitates the assessment of our Board of Etwes’ performance and report
thereon to our Board of Directors.

Our Nominating and Corporate Governance Commitbesiders the following factors in making its recoandations to the Board of
Directors: background experience, skills, expertégeessibility and availability to serve effectiven the Board of Directors. The
Nominating and Corporate Governance Committee @sducts inquiries into the background and qualifans of potential candidate

Our Nominating and Corporate Governance Committeeipose and responsibilities are more fully sghfm its charter, which is
available under “Corporate Governance” in the Ihwesssection of our website atvw.twoharborsinvestment.cam

Risk Oversight Committee

The purpose of our Risk Oversight Committee isstgist our Board of Directors in fulfilling its respsibility to oversee the risks of our
company’s investment activities. This Committesoadssists our Audit Committee in reviewing thedglines and policies that govern the
process by which risk assessment and risk manadgesnaudressed by the company through its seniogement team, Chief Risk Officer
and Risk Management Committee.

Our company’s senior management team, Chief Risk&fand Risk Management Committee are respongibl@) identifying the
material risks to the company and its operatioiijsgreating and implementing appropriate risk nggraent policies, procedures and
practices; (iii) integrating the consideration iskrand risk management into the decision-makimg@ss of the company; and (iv) measuring
risk and monitoring risk levels.

Our Risk Oversight Committee’s purpose and respdlitgés are more fully set forth in its charterhigh is available under “Corporate
Governance” in the Investors section of our websiteww.twoharborsinvestment.cam

Role of Our Board of Directors in Risk Oversight

Our Board of Directors is responsible for oversighbur company’s risk management processes andghiderstanding the overall risk
profile of our company. Accordingly, our BoardDifectors relies upon the Audit Committee and tligkROversight Committee to oversee
the risks related to our company. The Risk OvétsiZpmmittee assists the Board of Directors iniffiflfy its responsibility to oversee the
risks of our company’s investment activities. Risk Oversight Committee also assists the Audit @xttee in reviewing the guidelines and
policies that govern the process by which risk s@sent and risk management is addressed by theacgntirough its senior management
team, Chief Risk Officer and Risk Management Corterit

Pursuant to our Risk Management Policy ManualGhef Risk Officer is required to report to our Bdaf Directors on an annual
basis, or more frequently as the circumstancesmegyire or the Board of Directors may request, réigg: (i) our company’s risk
management practices; (ii) our company’s compliamite the Risk Management Policy Manual; (iii) bckas and exceptions to the Risk
Management Policy Manual; (iv) the membership amamosition of the Risk Management Committee; andianges or proposed changes
to the Risk Management Policy Manual.

Board Meetings

Our Board of Directors held ten meetings and taziloa by unanimous written consent five times dgr2®13. During certain meetings
of our Board of Directors, the independent direstmiso met separately in executive sessions witimamagement present to discuss various
matters, including our performance and the perfoiceaof PRCM Advisers. During 2013, our Audit Corttee held nine meetings and took
action by unanimous written consent one time; cam@ensation Committee held nine meetings and toti&raby unanimous written const
two times; our Nominating and Corporate Governabommittee held three meetings; and our Risk Ovetsipmmittee held three
meetings. Each of our directors attended at [&38 of the aggregate total number of meetings bglithe Board and all committees on
which he or she served during 2013. Although waalohave a policy on director attendance at theuahMeeting, directors are encouraged
to attend the Annual Meeting. Each of our therrenirdirectors attended our annual meeting of $tolclers held in May 2013.
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Director Nomination Process

Our Corporate Governance Guidelines provide tHedahg minimum qualifications for directors in ond® be suitable for a position on
our Board of Directors:

e possession of the highest personal and professitiiak, integrity and values;

» the ability to exercise good business judgmentlEndommitted to representing the long-term intereSthe company and its
stockholders;

* having an inquisitive and objective perspectivactical wisdom and mature judgment; and

« willingness to devote the necessary time and eféobioard of director duties, including preparing &nd attending meetings of the
Board of Directors and its Committees.

In considering candidates for nomination as a ttire¢che Nominating and Corporate Governance Cotemigenerally assembles all
information regarding a candidate’s background quifications, evaluates a candidate’s mix oflskaind qualifications and determines the
contribution that the candidate could be expeateddke to the overall functioning of our Board dfdators. Although we do not have a
formal policy on diversity, our corporate governamuidelines provide that our company shall endetivbave a Board of Directors
representing a diverse education and experient@tbeides knowledge of business, financial, gowegntal or legal matters that are relevant
to our business and to our status as a publiclyeovaompany. With respect to thememination of current directors, the Committee iders
the foregoing factors as well as past participaitioand contributions to the activities of our Badbar Directors.

Our Nominating and Corporate Governance Commitileconsider candidates recommended for nominatboour Board of Directors
by our stockholders. Stockholder recommendationsdminees to the Board of Directors should be stibchin writing to our Secretary.
The manner in which such Committee evaluates cateidecommended by stockholders is generallyaime s any other candidate.
However, the Committee will also seek and considf@rmation concerning any relationship betweetoaldholder recommending a
candidate and the candidate to determine if thdidate can represent the interests of all of thek$tolders. The Committee will not evaluate
a candidate recommended by a stockholder unlesstdbkholder’s proposal provides a certificatioattthe potential candidate will serve as a
director if elected.

Majority Voting for Directors and Director Resignation Policy

Our Bylaws provide that a director nominee willdlected by receiving the affirmative vote of a nnéyoof the votes cast on the elect
of such nominee on a per nominee basis in an uaestat election (which occurs when the number @otiir nominees is the same as the
number of directors to be elected). If a directeminee who is an incumbent director receives atgremumber of votes “against” than votes
“for” his or her election and with respect to whoim successor has been elected, such incumbentodisball promptly tender his or her off
to resign to our Board of Directors for its consat®n following certification of the stockholdeote. Within 90 days following certification
of the stockholder vote, our Nominating and Corpofaovernance Committee shall consider the tendegnation offer and make a
recommendation to our Board of Directors whethemairto accept such offer, and our Board of Diresthall act on our Nominating and
Corporate Governance Committee’s recommendatiordetermining whether to accept the resignation Nmminating and Corporate
Governance Committee and Board of Directors magiden any factors they deem relevant in decidingtiver to accept a director’s
resignation, including, among other things, whetimrepting the resignation of such director wowadse our company to fail to meet any
applicable stock exchange or SEC rules or requintsneT hereafter, our Board of Directors shall pptignand publicly disclose its decision-
making process regarding whether to accept thetdirs resignation offer or the reasons for rejegtihe resignation offer, if applicable, on a
Form 8-K furnished to the SEC. Any director whoders his or her resignation will not participateour Nominating and Corporate
Governance Committee’s recommendation or our BoRirectors’ action regarding whether to accept tbsignation offer. If our Board of
Directors does not accept the director’s resigmasoch director will continue to serve until trexhannual meeting of stockholders and until
such director’s successor is duly elected and fig@lor until the director’s earlier resignationremoval.

In a contested election, the director nominees releive a plurality of votes cast will be electsddaectors. Under the plurality
standard, the number of persons equal to the nuafh&rcancies to be filled who receive more
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votes than other nominees are elected to our BafdBirectors, regardless of whether they receivneagority of votes cast.
Communications with our Board of Directors

We provide the opportunity for stockholders andodtfler interested parties to communicate with membgour Board of Directors.
Communications with the independent directors erdhairperson of any of the Committees of the Baduldirectors may occur by regular
mail or email. Communications sent by regular rehduld be sent to the attention of the IndepenD@ettors, the Chair of the Audit
Committee, the Chair of the Compensation Committe Chair of the Nominating and Corporate Goveceabommittee, or the Chair of the
Risk Oversight Committee, as the case may be,dh #estance to Two Harbors Investment Corp., AttentSecretary, 590 Madison Avenue,
36th Floor, New York, New York 10022. Communicatdsy email should be sent to our Secretary and @eGeunsel at
legal@twoharborsinvestment.cam

Our Secretary will review each communication reediin accordance with this process to determindiveinéhe communication
requires immediate action. The Secretary will faidvall appropriate communications received, ormmary of such communications, to the
appropriate member(s) of our Board of Directorswideer, we reserve the right to disregard any comeation that we determine is unduly
hostile, threatening or illegal, or does not reasyrelate to us or our business, or is similarhppropriate. The Secretary has the authority
to disregard any inappropriate communications ¢dake other appropriate actions with respect tosarph inappropriate communications.

Stockholder proposals must be made in accordartbetig procedures set forth in our current Bylawthe procedures set forth in
Rule 14a-8 of the Exchange Act and not the proasiset forth in the preceding paragraph or theguha@s set forth underCorporate
Governance and Board of Directors — Director Nontioia Process”above. Nominations for the Board of Directors prgabmay only be
made in accordance with the procedures set fortluirBylaws. The procedures set forth in our Byld@rsstockholder proposals, including
nominations for our Board of Directors, as weltlas procedures set forth in Rule 14a-8 for stoattéis proposals are described@ther
Matters— Stockholder Proposals and Director Nominations2@15 Annual Meetingin this proxy statement.

Director Compensation
We compensate the independent members of our Bé&datectors for their service. It is our belidfat director compensation should:
« align the interests of our directors and our stotdérs;

e ensure our company can attract and retain outstgrdifector candidates who meet the selectionr@iset forth in our Corporate
Governance Guidelines and Nominating and Corpd@ateernance Committee Charter; and

» reflect the substantial time commitment of our clioes necessary to oversee the company’s business.

Generally, it has been our practice to compensatéindependent directors with a mix of cash andtgeéhased compensation. We do
not pay any fees to the non-independent directmsrgy on our Board of Directors. However, all nirs of our Board of Directors are
reimbursed for their costs and expenses of sexiniipe Board of Directors, including costs and esgs of attending all meetings of our
Board of Directors and its Committees. As discdsHgove, the Compensation Committee Charter previus the Compensation Commit
has the primary responsibility for reviewing andaemending any changes to director compensationBOard of Directors reviews the
Compensation Committee’s recommendations and detesthe amount of director compensation.

Independent Director Compensation for 2013

For the one-year term commencing immediately folfmithe 2013 annual meeting of stockholders anihgrat the Annual Meeting,
our independent directors, which includes the iittligls listed below, earned the following feestfair service:

« each independent director received an annual f66,8Q0;
« the Audit Committee Chair received an additional & $15,000; and
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« the lead independent director received an additieeaof $25,000.

All annual fees noted above are payable half iln ea&l half in shares of our common stock. The pastion of the fee is paid in four
equal quarterly installments over the course ofténen. The stock portion of the annual directorifegranted under our Restated 2009 Equity
Incentive Plan, or the Equity Incentive Plan, oa finst business day following the annual meetifigtockholders at which such director is
elected. Directors who are not independent dirscincluding Mr. Siering, Mr. Taylor, and Mr. Eiare not paid a fee for service as a
director. The number of shares subject to issuandetermined using on the fair market value af@ammon stock on the grant date, which
is based on the closing market price on the NYSEhergrant date. Restricted common stock gramtélet independent directors prior to the
2012-2013 term vests in three equal annual inséaitemcommencing with the first anniversary of thgedf grant, so long as such director is
serving as a member of our Board of Directors ewissting date. Starting with the 2012-2013 teastricted common stock granted to the
independent directors under our Equity IncentivanRis part of the director fees noted above veseidmately on the grant date.

The following table shows the compensation of adependent directors for services in all capacitiass in the year ended
December 31, 2013:

Fees
Earned or
Paid in Stock All Other
Name Cash(1) Awards(2) Compensation(3) Total
James J. Bend: $ 40,00 $ 80,001 — 3 120,00
William B. Johnsor $ 46,81: $ 80,007 $ 11,41 $ 138,23
Stephen G. Kasn $ 87,50( $ 100,00¢ $ 14,86¢ $ 202,37
Peter Niculesc $ 65,62¢ — 3 10,93( $ 76,55¢
Jacques R. Rolf $ 3,28t §$ 33,97t — 3 37,26
W. Reid Sander $ 71,25( $ 80,007 $ 12,247 $ 163,50
Hope B. Woodhous $ 71,25( $ 80,00 — $ 151,25

(1) This column sets forth the cash fees paid duriegytbar ended December 31, 2013.

(2) The values in this column were computed in accardavith FASB ASC Topic 718 such that the valuethia column are based
on the closing market price of our common stocklenNYSE on the grant date of such stock awardofA3ecember 31, 2013,
the aggregate number and value of outstanding steekds granted to our independent directors, basale closing market
price of $9.28 per share on the NYSE on such aais,as follows: Mr. Kasnet held 1,937 unvestedeshaf restricted common
stock with a year-end value of $17,975; Mr. Santhetd 1,549 unvested shares of restricted comnawk stith a year-end value
of $14,374.

(3) All other compensation for 2013 represents dividesad distributions on unvested shares of restriod@nmon stock.
CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
Compensation Committee Interlocks and Insider Partipation
None of the members of our Compensation Committé¢ominating and Corporate Governance Committee lsas been employed by
us. None of our executive officers currently serae a member of our Board of Directors or comp@rsaommittee of another entity that
has one or more executive officers serving on aarB of Directors or our Nominating and Corporatev&nance Committee, except that in
2013 each of Messrs. Taylor, Siering and Roth gigdted in making compensation decisions for oficand employees of Pine River, PR

Advisers and their affiliates.
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Transactions with Related Persons
Management Agreement with PRCM Advisers LLC

We are party to a Management Agreement with PRCMg&ils, pursuant to which PRCM Advisers providesdhy-to-day
management of our business, including providinwitls our executive officers and all other persommstessary to support our operations.
The Management Agreement requires PRCM Advisensaiwage our business in conformity with the polieiad the investment guidelines
that are approved and monitored by our Board oé®@ars. The Management Agreement had an initiaetlyear term, which expired on
October 28, 2012, and renews annually for successie-year terms unless earlier terminated by reith@r PRCM Advisers. PRCM
Advisers is entitled to receive a termination femnf us under certain circumstances. In exchangisfeervices, we are obligated to pay
PRCM Advisers a management fee as well as reimbiufsecertain expenses incurred by it and itdliates in rendering management
services to us. Mr. Taylor, our Chairman, is Cliigécutive Officer and a Partner of Pine River. Blering, our Chief Executive Officer, a
Mr. Roth, our Chief Investment Officer, are eachtipars of Pine River. Mr. Farrell, our Chief Firgal Officer, and Ms. Sandberg, our
General Counsel and Secretary, are each employ&éseRiver. The Management Agreement betweemd$&CM Advisers was
negotiated between related parties in connection air merger with Capitol, and the terms, includiees and other amounts payable, may
not be as favorable to us as if they had been regdtwith an unaffiliated third party.

PRCM Advisers entered into a shared facilities senvices agreement with Pine River, its parent @mpto provide PRCM Advisers
with access to personnel, office space, equipneeadlit analysis and risk management expertise apekpses, information technology and
other resources in order for PRCM Advisers to Hull obligations under the Management Agreem&he Management Agreement and
PRCM Advisers’ shared facilities and services agreat with Pine River are intended to provide uswitcess to Pine River’s personnel and
its experience in capital markets, credit analydéht structuring and risk and asset managementehss assistance with corporate
operations, legal and compliance functions and garee.

We incurred charges of $55.9 million for year enBetember 31, 2013 related to the Management Agreeraf which $46.0 million
was for the base management fee and $9.9 millipresented expense reimbursement for general anihigthative expenses incurred by the
company in the normal course of its operationsaarthin compensation expenses incurred by PRCMs&dsiunder the Management
Agreement as described in greater detail belowcohmection with the closing of the ContributionrAgment with Silver Bay (discussed
below under ‘Contribution Agreemeri), the Management Agreement was amended to rélwesdefinition of “stockholders equity” to
exclude from such amount the value of the consiierao be received by Two Harbors LLC in the fotima transactions and the Silver Bay
initial public offering, and to reduce the base agement fee (as defined in the Management Agredrfearthe year ended December 31,
2013, by $4.3 million.

The base management fee paid to PRCM Advisersis df our stockholders’ equity per annum, calculaad payable quarterly in
arrears. For purposes of calculating the managefaenour stockholders’ equity means the sum efrtét proceeds from all issuances of our
equity securities since inception (allocated omaarpta daily basis for such issuances duringigealf quarter of any such issuance), plus our
retained earnings at the end of the most recentlypteted calendar quarter (without taking into agtany non-cash equity compensation
expense incurred in current or prior periods), Erssamount that we have paid for repurchasesoé@mmon stock since inception, and
excluding any unrealized gains, losses or othenstthat do not affect realized net income (regasdté whether such items are included in
other comprehensive income or loss, or in net irgoimhis amount will be adjusted to exclude onestewents pursuant to changes in
accounting principles generally accepted in thetdthStates of America, or GAAP, and certain norirétesns after discussions between
PRCM Advisers and our independent directors andoyap by a majority of our independent directors.

As noted above, we reimburse PRCM Advisers foth@) compensation paid by Pine River to its empleyasving as our Chief
Financial Officer and General Counsel and otherleyges of Pine River who are dedicated to our mssinincluding Pine River employees
providing us in-house legal, tax, accounting, cdtitey, auditing, administrative, information techogy, valuation, computer programming
and development services; and (ii) any amountsiigployees of Pine River’s affiliates arising untter shared facilities and services
agreement between PRCM Advisers and Pine River.

Contribution Agreement

Our wholly owned subsidiary, Two Harbors Operat@mmpany LLC (“Two Harbors LLC"), entered into a Gobution Agreement in
December 2012 with, among other entities, Silvey Baalty Trust Corp. (“Silver
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Bay”). Silver Bay is managed by an affiliate off@xternal manager. Messrs. Siering, Taylor anshi€éhare members of the board of
directors of Silver Bay; our former director, Mohhson, was previously a member of the board efcthrs of Silver Bay; and our former
General Counsel, Timothy O’Brien, is the Generali@se! of Silver Bay. Pursuant to the Contributhkgreement, Two Harbors LLC
contributed 100% of its equity interests in Two bians Property Investment LLC to Silver Bay and taektain other actions in connection
with the formation transactions, which occurredidianeously with the closing of Silver Bay's initigublic offering. The transaction closed
on December 19, 2012. In exchange for its contiivby Two Harbors LLC received 17,824,647 sharesomimon stock of Silver Bay (the
“Silver Bay Common Stock”) and other consideration.

On March 18, 2013, the special committee of ourrBad Directors declared a special dividend of $llger Bay Common Stock. The
special dividend was distributed on a pro ratasbmsour stockholders of record as of the closeusfness on April 2, 2013. Our directors
executive officers who are also stockholders ofammpany received the same pro rata share of BlagrCommon Stock that our other
stockholders received as a result of the speciaelid.

Related Person Transaction Policies

Our Audit Committee charter authorizes our Audin@uittee to review, approve and oversee any reladety transactions involving o
company and also authorizes such Committee to de\allicies and procedures for its approval oftezlgarty transactions.

Our Management Agreement places restrictions onNPR@visers from entering into transactions withngsated parties. These
limitations include prohibitions on entering intahsactions with affiliates of PRCM Advisers thed aot approved by a majority of our
independent directors in certain circumstancespaadibitions on investing in securities structulgdaffiliates of PRCM Advisers unless the
investment is consistent with our investment guicks, is approved by at least one independenttdireand is made in accordance with
applicable law.
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STOCK OWNERSHIP
Director Stock Ownership Guidelines

Our directors are encouraged to own shares of@untn stock in order to better align their persamt@rests with the interests of our
stockholders. In furtherance of this objectiver, duwectors are not permitted to sell shares ofammmon stock if, upon completion of such
sale, the shares of our common stock owned by dinebtor would have a value of less than $200,000.

Beneficial Ownership of Director Nominees and Nameéxecutive Officers

Our common stock is listed on the NYSE under thalsyl “TWO.” As of March 25, 2014, we had 339 regigd holders and
approximately 107,561 beneficial owners of our camrmatock. The following table sets forth informatiegarding the beneficial ownership
of our common stock as of March 25, 2014 (unlebsmutise indicated) by each of our executive officemd director nominees and all of s
individuals as a group.

Beneficial ownership is determined in accordand& Riule 13d3 of the Exchange Act. A person is deemed to bé#meficial owner ¢
any shares of common stock if that person hasameshsoting power or investment power with respethose shares or has the right to
acquire beneficial ownership at any time withindg¥s of the date of the table. “Voting power” is fhower to vote or direct the voting of
shares and “investment power” is the power to disepar direct the disposition of shares.

Name and Address of Beneficial Owner(1 Number of Shares Beneficially Owned(2 Percent of Class(2
Directors

E. Spencer Abrahai 0 *
James J. Bend: 16,92 *
Mark D. Ein 10,00( *
Jacques R. Rolf 20,69% *
Stephen G. Kasnet(. 81,90¢ *
W. Reid Sanders(« 76,16 *
Thomas Siering(5 850,76 *
Brian C. Taylot 100,00( *
Hope B. Woodhous 13,07¢ *
Officers

Brad Farrell(6] 186,56« *
William Roth(7) 600,33: *
Rebecca B. Sandberg( 79,87: *
All director nominees and executive officers as@ug (12 individuals 2,036,29 *

*  Represents ownership of less than 1.0% of ourandgtg common stock as of March 25, 2014.

(1) Unless otherwise indicated, the business addresaadf of the individuals is 590 Madison Avenueh3dbor, New York, New York
10022.

(2) Based on 366,046,045 shares of common stock odtataas of March 25, 2014.

(3) Includes 1,937 shares of restricted common stottkiyeMr. Kasnet, which will vest on May 18, 2014.

(4) Includes 1,549 shares of restricted common stottkilyeMr. Sanders, which will vest on May 18, 2014.

(5) Includes 519,034 shares of restricted common dtettk by Mr. Siering, of which 256,011 shares wanted on May 29, 2013 and
263,023 shares were granted on February 5, 2014ragdch case, such shares will vest in threelequraual installments beginning on
the first anniversary of the grant date, so lon{ylasSiering complies with the terms and conditiofishe award agreement governing his

grant.
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(6) Includes 172,564 shares of restricted common dtetk by Mr. Farrell, of which were 76,803 sharesengranted on May 29, 2013 and
95,761 shares were granted on February 5, 2014rardch case, such shares will vest in three eaqualal installments beginning on
first anniversary of the grant date, so long as®rrell complies with the terms and conditionshaf award agreement governing his
grant.

(7) Includes 519,034 shares of restricted common dtettkby Mr. Roth, of which 256,011 shares were grduon May 29, 2013 and
263,023 shares were granted on February 5, 2014ragdch case, such shares will vest in threelequraual installments beginning on
the first anniversary of the grant date, so loniylasRoth complies with the terms and conditionstef award agreement governing his
grant.

(8) Includes 79,266 shares of restricted common stetk iy Ms. Sandberg, of which were 40,962 shares geanted on May 29, 2013
and 38,304 shares were granted on February 5,&@,4n each case, such shares will vest in thgjgal@nnual installments beginning
on the first anniversary of the grant date, so lasd/s. Sandberg complies with the terms and condiof the award agreement
governing her grant.

Beneficial Owners of More than Five Percent of OuCommon Stock

Based on filings made under Section 13(g) of theh@rge Act, the persons known by us to be benkfiwsiaers of more than 5% of our
common stock were as follows:

Name and Address of Beneficial Owne Number of Shares Beneficially Ownec Percent of Class(1
The Vanguard Group, Inc. 19,383,57(2) 5.31%
100 Vanguard Blvd.
Malvern, PA 1935!

BlackRock, Inc. 19,061,77(3) 5.2%
40 East 52nd Street
New York, NY 1002z

Q) Based on 364,935,168 shares of common stock odiataas of December 31, 2013.

(2)  This information is based on a Schedule 13G fil@&t the SEC on February 6, 2014, by The Vanguaal@rinc. Vanguard report
that it has sole voting power with respect to 228,8hares, sole dispositive power with respecBt®80,446 shares, and shared
dispositive power with respect to 203,125 shares.

(3)  This information is based on a Schedule 13G/A filgith the SEC on January 30, 2014, by BlackRoc&, BlackRock reported sole
voting power with respect to 17,673,677 sharessahel dispositive power with respect to all shasgmrted in the table.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act and the disclsequirements of Item 405 of SEC Regulation Sdfuine that our directors and
executive officers, and any persons holding moaa th0% of our common stock (“10% holders”), filpoes of ownership and changes in
ownership with the SEC. Officers, directors and li8tders are required by Item 405 of Regulation ®-Kurnish us with copies of all
Section 16(a) forms that they file. To our knowledgased solely on a review of the copies of sapbnts furnished to us or written
representations from reporting persons that athntaple transactions were reported, we believedheanhg the fiscal year ended December 31,
2013, all reports required to be filed pursuarSéation 16(a) by such executive officers, directord 10% holders were timely filed except
that Mr. Kasnet did not timely file one report wispect to one transaction.
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EXECUTIVE OFFICERS
Executive Officers

Our Board of Directors generally appoints our exieeuofficers annually following our annual meetiofjstockholders to serve until the
meeting of the Board of Directors following the haxnual meeting of stockholders. Set forth belpwertain information about each of our
named executive officers.

Name Age Background Information
Thomas E. Siering 54 Thomas E. Sierincis our President and Chief Executive Officer. Baqgtical information for
Mr. Siering is provided above unc* Proposal 1— Director Nominees”

William Roth 56 William Rothis our Chief Investment Officer. Mr. Roth servedoas Chief Investment Officer since
January 2013 and previously served as our Co-@mielstment Officer since he joined Pine River in
2009. Mr. Roth has been an employee of Pine Rinee2009 and was named a Partner of Pine River
in January 2013. Prior to joining Pine River, MotRwas at Citigroup Inc., a financial services
organization, and its predecessor firm, Salomorii#ns, Inc., for 28 years where he was named a
Director in 1987 and a Managing Director in 199rrR 2004 to 2009, Mr. Roth managed a proprietary
trading book at Citigroup with particular focus mortgage and asset-backed securities. From 1994 to
2004, Mr. Roth was part of the Salomon/Citi New K dortgage Sales Department. From 1981 to
1994, Mr. Roth managed the Chicago Financial lmstihs Sales Group for Salomon Brothers, Inc. He
received an M.B.A. with a concentration in Finafroen the University of Chicago Graduate School of
Business and a B.S. in Finance and Economics freaamMUniversity in Oxford, Ohio

Brad Farrell 39 Brad Farrell is our Chief Financial Officer and Treasurer. Marrell has served as our Chief Financial
Officer since January 2012. Mr. Farrell has beerraployee of Pine River since 2009 and served e
Controller prior to his appointment as our Chiaiaficial Officer. Prior to joining Pine River, he sva
Vice President and Executive Director of ExternapBrting for GMAC ResCap, a diversified real es
company, from 2007 to 2009. From 2002 to 2007, Rrrell held various positions in finance and
accounting with XL Capital Ltd., a public globakurance underwriter, including the establishment of
finance and accounting processes in its Londondomseirance segment. Prior to 2002, he was
employed with KPMG LLP where he gained experienemaging U.S. GAAP implementation and S
compliance engagements for foreign filers in thea London practice. Mr. Farrell is a Certified Pal
Accountant (inactive), and graduated with a B.S.Brém Drake University in Des Moaines, low

Rebecca B. Sandberg 42 Rebecca B. Sandbelis our General Counsel and Secretary. Ms. Sandizrgerved as our General
Counsel since March 2013. Ms. Sandberg has beemaloyee of Pine River since 2010 and previc
served as our Deputy General Counsel and SeciietanyMay 2012 until March 2013. From 2010 to
May 2012, she served as our Senior Counsel. Rrimiriing Pine River, Ms. Sandberg was in private
practice where she advised clients primarily indheas of securities laws, mergers and acquisjtions
capital markets transactions, corporate governandegeneral corporate law. From 2007 to 2010,
Ms. Sandberg was a Senior Associate at Stoel RivBsand from 2006 to 2007 she was a Senior
Associate at Fulbright & Jaworski LLP. Prior tothisls. Sandberg was an Associate at Lindquist &
Vennum PLLP. She received a B.A. from the UnivgreitMinnesota and a J.D. from William Mitchell
College of Law.

Executive Compensation Overview

As described more fully above under the sectideditCertain Relationships and Related Party Transagte— Transactions with
Related Person— Management Agreement with PRCM Advisers LIv@& are externally managed by PRCM Advisers urtderterms of a
Management Agreement, pursuant to which PRCM Adsipeovides us with all of the personnel requiedianage and operate our busir
including our named executive
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officers, each of whom is either an employee otrarof Pine River, which is the parent compan®?BCM Advisers. Accordingly, as
discussed below underCompensation Discussion and Analysithe cash compensation received by our namedugixecofficers is paid by
Pine River. Any equity incentive compensation alearto our named executive officers is the respditgiof our Compensation Committee
and is determined by our Compensation Committee@ordance with our Equity Incentive Plan.

Compensation Discussion and Analysis

This compensation discussion and analysis desavillesompensation objectives and policies in refatdb compensation received by
our named executive officers during the fiscal yeaded December 31, 2013.

Compensation Program

As an externally managed company with no emplogéesir own, we have a hybrid approach to the corsgon program for our
named executive officers, each of whom is an engday partner of Pine River: Pine River is respgador the cash compensation paid to
our named executive officers and our Compensatmm@ittee is responsible for any equity incentivenpensation awarded to our named
executive officers.

Cash Compensation

Our named executive officers receive cash compiemsttom Pine River, which may include salaries pedformance-based bonuses.
Pine River is solely responsible for making degcisicelating to the compensation of our named ekexofficers based on such factors as
Pine River determines is appropriate. Howevere River consults with our Compensation Committegceoning the cash compensation |
Pine River proposes to pay its employees servirmua€hief Financial Officer and General Counset takes into consideration the interests
of the Compensation Committee in ensuring that River’'s compensation philosophy is consistent witih objectives. The source of cash
compensation paid by Pine River to our named ekexofficers is derived from the base managementife pay to PRCM Advisers under
the Management Agreement (through distributionBREM Advisers’ income to Pine River) and from exgesiwe reimburse to PRCM
Advisers, including for costs incurred by PRCM Aghtis and Pine River relating to the cash compemsRine River pays to its employees
serving as our Chief Financial Officer and Gen€&malinsel and certain other employees of Pine River are dedicated to our business. See
Certain Relationships and Related Party Transadien Transactions with Related Persons — ManageAgneement with PRCM Advisers
LLC" for further discussion of the terms of the Managet#greement, including the base management feahjj@ayo PRCM Advisers
thereunder and our expense reimbursement obligatoRRCM Advisers.

Equity Incentive Compensation

In 2013, we added an equity incentive componenutccompensation program by granting awards oficésti common stock to our
named executive officers to reward them for our pany’s performance during 2012. We had not preshiogranted equity awards to our
named executive officers. Our Compensation Coremitivhich consists solely of independent direcisrsesponsible for overseeing any
such equity awards granted pursuant to our Eqoitgritive Plan. Our Compensation Committee appramdsecommends all equity awards
granted pursuant to our Equity Incentive Plan, Widwards are then ratified by our Board of Diregtor

The equity compensation paid to our named execofiieers is designed to drive and reward corpopatgormance annually and over
the long term. We periodically review our equibmgpensation program to ensure it reflects strongg@nce practices and the best interests
of our stockholders, while striving to meet theduling core objectives:

«  Pay for Performance— Our equity compensation program is designed teegge and reward superior individual and collexctiv
performance by ensuring that equity compensati@omsmensurate with the level of achieved compasylte

»  Sustain and Strengthen Our FranchiseWe are a specialized company operating in a figbipetitive industry, and our
continued success depends on retaining our talexieclitive team. Our equity compensation progsadesigned to attract and
retain highly qualified executives whose abiliteex expertise are critical to our long-term sucesgsour competitive
advantage. Continued success over the long telinsrneate opportunities for our named executivéceffs through their stock
ownership by enabling them to participate in artyifel appreciation of our stock and receive dividgend
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* Align Risk and Reward- We are committed to creating an environment émaburages increased profitability for our company
without undue risk taking. We strive to focus edecutive officers’ decisions on goals that areseignt with our overall
business strategy without threatening the long-taaility of our company.

«  Align Interests with Stockholders We are committed to using our equity compensatiogqam to increase executive stock
ownership over the long term and focus our namedutive officers'attention on creating value for our stockholdéfge believe
that equity ownership directly aligns the interedteur named executive officers with those of stackholders and encourages
our named executive officers to focus on creatimgytterm stockholder value.

On May 29, 2013, our Compensation Committee andddoBDirectors approved the grant of an aggregh&29,787 shares of
restricted common stock under our Equity IncenElamn to our named executive officers, which awamdsset forth in greater detail below
under “Grants of Plan-Based Awards Restricted stock awards granted to our nameduive officers provide for ratable vesting on an
annual basis over a thrgear period, with accelerated vesting occurringeuregrtain circumstances, as described in greatail dhelow unde
“ Potential Payments Upon Termination or Change imt@d .” Under certain circumstances, our named executiieeod may be required
forfeit their respective restricted stock awardsspant to Section 954 of the Dodd-Frank Wall StReform and Consumer Protection Act of
2010, applicable stock exchange listing rules,nyr@dawback or recoupment policy adopted by ourrBad Directors or Compensation
Committee. All of the equity awards are treatedsased and outstanding as of the grant date astdreaned executive officer is entitled to
vote the shares and receive dividends as declaktgaid thereon.

The restricted stock awards were granted to ourexdagsecutive officers in recognition of our ovesdtong growth and financial
performance during the fiscal year ended DecembgP@12. Consistent with our compensation philbyamnd objectives discussed above,
our Compensation Committee considered a numbegyt&mpany results in determining whether it wazrapriate to grant awards for the
fiscal year ended December 31, 2012, includingdhewing:

* our GAAP book value increased to $11.54 per dilsteare of our common stock at December 31, 201&hwkias an increase
from $9.03 book value per diluted share of our camrstock at December 31, 2011;

« our comprehensive income was $1.0 billion for tearyended December 31, 2012, as compared to $4lidnrfor the year
ended December 31, 2011;

« we delivered a total stockholder return of 40%tfar year ended December 31, 2012, as comparestéekholder return of 19¢
for our sector during the same period as measwédebPine River Mortgage REIT Index;(1)

« our market capitalization grew to approximately3illion as of December 31, 2012, which was amdase from approximately
$1.3 billion as of December 31, 2011; and

« our residential mortgage backed securities podfgtew to approximately $14.0 billion as of DecemBg, 2012 as compared to
approximately $6.4 billion as of December 31, 2011.

When determining the amount of individual equityaagls granted to our named executive officers, mmg@ensation Committee took
into account all of the factors described aboveyelsas the individual's role and responsibilityattaining the metrics listed above, the
individual's expected and actual job performanhe,ihdividual’s ability to influence the outcomeamir company’s future performance, and
market conditions. Our Compensation Committee cmmed all of these factors in exercising its diSoreto determine the equity awards
granted to each named executive officer for hisasrperformance during 2012.

We have not in the past made equity awards onea fichedule to our named executive officers, andCompensation Committee’s
decision whether to approve any equity awardsérfaiture will depend on our

(1) As of December 31, 2012, the Pine River REIdebnincluded American Capital Agency Corp., Ann@bpital Management Inc.,
Anworth Mortgage Asset Corporation, Armour Resi@REIT Inc., Capstead Mortgage Corporation, Chismlevestments Corporation,
Cypress Sharpridge Investments, Inc., Hatterasn€iahCorporation, Invesco Mortgage Capital, MFA&icial, Inc., PennyMac Mortgage
Investment Trust, Redwood Trust, Inc. and Two Hesbovestment Corp.
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company’s performance, market trends and practegmsnse implications, tax efficiencies or othargiderations in the Compensation
Committee’s sole discretion.

Role of Compensation Consultant in Compensation 3&mns

Our Compensation Committee engaged Frederic W. @oBk., Inc., or FWC, as its independent compenpsatonsultant. Our
Compensation Committee considers advice and recoiaiens received from FWC regarding compensatiatters, including decisions
made with respect to director compensation andwkecequity compensation. FWC does not provideises to our company other than-
advice it provides to our Compensation Committee, BWC has advised our Compensation Committedtibaees and direct expenses
received from us during 2013 were immaterial asragntage of FWC'’s income for the period. FWC &las advised us that neither it nor, to
its knowledge, any member of its consulting teamiag our Compensation Committee owns any shar@esio€ommon stock. After
considering the foregoing, as well as FWC's conflitinterest policies and procedures and the tddnhown business and personal
relationships between FWC, its team members sexyiour Compensation Committee and its memberspandamed executive officers, our
Compensation Committee concluded that FWC'’s worktfdoes not raise any conflict of interest comser

Role of Named Executive Officers in Equity-Based@pensation Decisions

Our Compensation Committee makes all equity-basethensation decisions related to our named exexafficers. Our
Compensation Committee receives input from Mr.i8ggrour Chief Executive Officer, regarding the igeompensation and performance
named executive officers other than himself, intigdecommendations as to the equity compensatiogid that he believes are
commensurate with an individual's job performarsiells, experience, qualifications, criticality éar company, as well as with our
compensation philosophy, external market data andiderations of internal equity. Mr. Siering réagly attends meetings of our
Compensation Committee, except when our Compems@ionmittee is meeting in executive session or wiigmwn equity compensation
arrangements are being considered. Our Compengatimmittee communicates its views and decisiogarténg equity compensation
arrangements for our named executive officers toiring, whom is generally responsible for impéening such arrangements.

Tax Treatment of Compensation

Section 162(m) disallows a federal income tax dédndor any publicly held corporation with respéatindividual compensation
exceeding $1 million in any taxable year paid twgporation’s chief executive officer and eachh# torporation’s three other most highly
compensated executive officers, other than itsfdmiancial officer, unless the compensation isrfpemance-based” as defined under
Section 162(m). Because we do not have any emgsoyee do not believe that Section 162(m) is appleto us and therefore we do not
currently consider the effects of Section 162(m}t@compensation paid to our named executivearfiby our external manager or the
degree to which it would be advisable to structheeamount and form of equity compensation to @med executive officers so as to
maximize our ability to deduct it. If we were tetdrmine that Section 162(m) was applicable tmusCompensation Committee retains the
discretion to provide compensation in an amouribon that would not be deductible under Section(r§2n circumstances under which it
believes the exercise of such discretion wouldhbié best interest of our company.

Compensation Committee Consideration of 2013 VateExecutive Compensation

At our 2013 annual meeting of stockholders, oulisaty vote on executive compensation received “fates representing
approximately 97% of votes cast. In determiningelquity compensation paid to our named execuffieecs during 2013, our
Compensation Committee generally considered thétsesf such vote. While continuing to look for ygato improve our executive
compensation program, our Compensation Committéedrtbe significant support received in the presiadvisory vote on executive
compensation and considered it an endorsemerg béitdling of executive compensation matters. laféort to continually align executive
compensation with the interests of our stockholdeus Compensation Committee determined it was napbto add an equity incentive
component to our compensation program. We cugrefn to hold an advisory vote on executive conspéipn each year.
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Compensation Risk Assessment

We believe that our compensation policies and pregfare aligned with the interests of our stoatterd and do not create risks that are
reasonably likely to have a material adverse effacbur company. We do not believe that our feargrement with PRCM Advisers or the
equity awards granted by us to our named execuffieers encourages inappropriate risk taking.

As noted above, we are externally managed by PR@Ms&rs pursuant to the terms of the Managemeneékgent and all decisions
regarding cash compensation, including salariegpanirmance based bonuses, paid to our namedteseoftficers are made by Pine Rive
The source of such cash compensation paid by Hirexr B our named executive officers is derivedirfrthe base management fee we pay to
PRCM Advisers under the Management Agreement (ttralistributions of PRCM Advisers’ income to Pinwét) and from expenses we
reimburse to PRCM Advisers, including for costauimed by PRCM Advisers and Pine River relatinght® tash compensation Pine River
pays to its employees serving as our Chief Findfficer and General Counsel and certain otherleyges of Pine River who are dedicated
to our business. The base management fee undkfath@gement Agreement is calculated based on d fizecentage of stockholder equity
and is payable quarterly. Calculation of the baseagement fee is not primarily dependent uponioantial performance or the
performance of our named executive officers, thiesiase management fee does not create an incéortiver management to take excessive
or unnecessary risks. Specifically, the use ofidtoltlers’ equity to calculate the base managensntibes not result in leveraged pay-out
curves, steep pay-out cliffs, or set unreasonatidsgand thresholds, each of which can promotessieeand unnecessary risks. Our
independent directors review PRCM Advisers’ perfante and the base management fee quarterly, pngwdecheck upon any improper
effort by our management to increase compensaigmpnts indirectly via the pass-through of coste.Will continue to have certain costs
allocated to us by PRCM Advisers for compensatitata services and proprietary technology, but rdivstt expenses with third-party
vendors are paid directly by us. The base managei@eitself cannot be increased or revised witlibatapproval of our independent
directors. The Management Agreement provides fouahrenewals and for termination for cause. Algitotermination under the foregoing
circumstances may require the payment of a sigmifitermination fee, we believe it is still a de¢et against excessive and unnecessary risk
taking. See ‘Certain Relationships and Related Party Transadion Transactions with Related Persons — ManageAgmeement with
PRCM Advisers LL” for further discussion of the terms of the Managet#egreement, including the base management fealpayo PRCM
Advisers thereunder and our expense reimburseniddigation to PRCM Advisers.

In 2013, we granted equity awards to our namedwikecofficers pursuant to our Equity IncentiveiRleRestricted stock awards granted
to our executive officers generally provide forafsle vesting over a three-year period, with acesder vesting occurring under certain
circumstances, as described in greater detail betayer “Potential Payments Upon Termination or Change imi@® .” We believe that the
vesting restriction is an important retention devand encourages our named executive officerscigsfon sustaining our company’s long-
term performance and delivering total return to stockholders rather than encouraging decisiortsdisalt in a short-term benefit for our
company.

Employment Agreements
We do not have any employment agreements with aoyronamed executive officers.
Pension Benefits or Nonqualified Deferred Compensein

We do not provide any of our named executive officgith pension benefits or nonqualified deferrechpensation plans.
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Summary Compensation Table

The following table summarizes the equity compéaosgtaid to our named executive officers duringfteeal year ended December 31,
2013:

Restricted Stock All Other

Name and Principal Position Year Awards(1) Compensation(2) Total(3)

Thomas E. Siering, 2013 $ 2,875,00. $ 217,60¢ $ 3,092,61.
President and Chief Executive Offic

William Roth, 2013 $ 2,875,00. $ 217,60¢ $ 3,092,61.
Chief Investment Office

Brad Farrell, 2013 $ 862,49¢ $ 65,28: $ 927,78:
Chief Financial Officer and Treasurt

Rebecca B. Sandberg, 2013 $ 460,00 $ 34,81¢ $ 494,82:

General Counsel and Secret:

(1) See also ‘Grants of Plan-Based Awarddielow. The shares of restricted stock were graptegduant to our Equity Incentive Plan and
will vest in three equal annual installments begigron the first anniversary of the grant datelosg as the named executive officer
complies with the terms and conditions of the aggtile award agreement. The values in this columfased on the closing market
price of our common stock on the NYSE on the gdaté, which was May 29, 2013.

(2) All Other Compensation paid during 2013 represdivigslends and distributions on unvested sharessificted common stock.

(3) Because we do not pay cash compensation to ourcheraeutive officers, any such compensation pawltonamed executive officers
by Pine River is not included in this Summary Congagion Table.

Grants of Plan-Based Awards

We adopted our Equity Incentive Plan, which wasrapgd by our stockholders on May 21, 2013, to pgievncentive compensation to
attract and retain qualified directors, officerdyiaers, consultants and other personnel, incluBIRRGM Advisers, its affiliates and employees
of PRCM Advisers and its affiliates. Our Equity émtive Plan is administered by our Compensation i@ittee and permits grants of
restricted common stock, phantom shares, dividedsalent rights and other equity awards. In M8¢2, our Compensation Committee
authorized the issuance of an aggregate 1,02086@s of restricted common stock to our named execaofficers and certain other
employees of Pine River who are dedicated to osinegs. Our Compensation Committee is authorizégstie up to 3,000,000 shares of our
common stock pursuant to our Equity Incentive Plas.of December 31, 2013, 1,828,606 shares o€ommmon stock remained available
future issuance pursuant to our Equity IncentivanPlI

The following table summarizes each equity awasthtgd to our named executive officers pursuanutdagyuity Incentive Plan during t
fiscal year ended December 31, 2013:

All Other Stock Awards: Grant Date Fair Value of Stock
Name Grant Date Number of Shares(1) Awards(2)
Thomas E. Sierin 5/29/2013 256,01: $ 2,875,00:
William Roth 5/29/2013 256,01: $ 2,875,00
Brad Farrell 5/29/2013 76,80 $ 862,49t
Rebecca B. Sandbe 5/29/2013 40,96: $ 460,00

(1) See also ‘Summary Compensation Tablabove. The shares of restricted stock were grgniesliant to our Equity Incentive Plan and
will vest in three equal annual installments bedgigron the first anniversary of the grant datelosm as the named executive officer
complies with the terms and conditions of the aygtlle award agreement.
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(2) The values in this column are based on the $11d8ng market price of our common stock on the NYd®&he grant date, which was
May 29, 2013.

Outstanding Equity Awards at Fiscal Year End

The following table sets forth information conceiunvested restricted stock awards for each naxecutive officer as of December
2013.

Stock Awards
Number of Shares or Units of Market Value of Shares or Units
Name Grant Date Stock Not Yet Vested(1 of Stock Not Yet Vested(2
Thomas E. Sierin 5/29/2013 256,01 $ 2,375,78;
William Roth 5/29/2013 256,01: $ 2,375,78:
Brad Farrell 5/29/2013 76,80 $ 712,73.
Rebecca B. Sandbe 5/29/2013 40,96: $ 380,12°

(1) The shares of restricted stock were granted putdaaur Equity Incentive Plan and will vest ingkrequal annual installments
beginning on the first anniversary of the granedab long as the named executive officer compli#s the terms and conditions of the
applicable award agreement.

(2) The values in this column are based on the $9@8ng market price of our common stock on the NYs8Becember 31, 2013.
Potential Payments Upon Termination or Change in Cotrol

Our Equity Incentive Plan and the restricted stalard agreements with our named executive offipergide for accelerated vesting of
any unvested restricted stock awards in the evigletrmination of service without cause or due tatteor disability and, potentially, in
connection with a change in control of our compaiifze following table sets forth estimates of tioéeptial benefits to our named executive
officers in connection with such circumstancesuasag such event occurred on December 31, 201&ssiming our Compensation
Committee exercised its discretion to accelerasting of unvested restricted stock awards uponeagh in control. The actual payments
upon the occurrence of certain events could méliedéfer from the estimates provided in the talflsuch events occur on a different date.

Value of Vesting

Name Restricted Stock(1)

Thomas E. Sierin $ 2,375,78;
William Roth $ 2,375,78.
Brad Farrell $ 712,73.
Rebecca B. Sandbe $ 380,12;

(1) Comprised of all outstanding shares of restrictedksheld by such named executive officer that teiclvested as of December 31,
2013. The values in this column are based on #28%losing market price of our common stock anXty SE on December 31, 2013.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Direchas reviewed and discussed with management abtheany the “
Compensation Discussion and Analysigihtained in this proxy statement. Based on thaéweand discussion, the Compensation Committee
recommends that theCompensation Discussion and Analysi&’ included in the company’s proxy statement fer2B14 Annual Meeting of
Stockholders.

By the Compensation Committee:
W. Reid Sanders, Chairman
James J. Bender
Hope B. Woodhouse
PROPOSAL 2: ADVISORY VOTE RELATING TO EXECUTIVE COM PENSATION

The SEC adopted rules pursuant to Section 951eobtidd-Frank Wall Street Reform and Consumer Ptioteéct require public
companies to provide stockholders with periodicisaly (non-binding) votes on executive compensatidso referred to as “say-on-pay”
proposals.

As more fully described under the sections of ghisxy statement entitledExecutive Officer§ and “ Certain Relationships and Relat
Party Transactions” we are externally managed by PRCM Advisors purstatite Management Agreement between us and PRCNs&d
and consequently, we do not have any employeebarelnot paid any cash compensation directly tocdmour named executive officers.
Each named executive officer's compensation is a@ag@ of cash compensation paid to them directlyhieyparent company of our external
manager, Pine River, and equity awards grantedubg@mpany pursuant to our Equity Incentive Plahe amount of cash compensation
paid to each named executive officer is determimednd is the responsibility of Pine River and aheount of the equity awards granted to
each named executive officer is determined by mm@nsation Committee. For more information reg@rdur executive compensation,
please see Executive Officer$ above.

We are required by Section 14A of the Exchangetédseek an advisory vote from our stockholderspjareve the compensation of our
named executive officers listed unddeXecutive Officer§in this proxy statement. At the 2013 annual riveebf stockholders, we provided
our stockholders with an opportunity to cast anisaly vote regarding our executive compensationthAt meeting, the stockholders stror
approved the proposal, with more than 97% of thesoast voting in favor of the proposal. Simitatast year, at the 2014 Annual Meeting,
we are asking you to vote “FOR” the adoption offibleowing resolution:

“ RESOLVED: That the stockholders of the company approve, norebinding advisory basis, the compensation fzattie
company’s executive officers, as disclosed in hmganys proxy statement for the 2014 Annual Meeting aic&holders pursua
to the compensation disclosure rules of the Seesréind Exchange Commission, including @@mpensation Discussion and
Analysisand related narrative discussions in the proxyesiant.”

Because this say-on-pay vote is advisory in nattii® not binding on us, our Board of Directoray €ompensation Committee, PRCM
Advisers or Pine River. Our Board of Directors dasermined that our company will hold an advisasie on executive compensation on an
annual basis until we hold the next vote regardiegfrequency of stockholder votes on executiveprmsation, which will be held at our
annual meeting of stockholders in May 2017. The advisory vote on executive compensation wilhleéd at our next annual meeting of
stockholders in May 2015.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” THE ADVISORY VOTE RELATED TO
EXECUTIVE COMPENSATION.
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PROPOSAL 3: RATIFICATION OF APPOINTMENT OF INDEPEND ENT REGISTERED PUBLIC ACCOUNTING FIRM

We are asking our stockholders to ratify the apipoémt of Ernst & Young LLP as our independent riegied public accounting firm for
our fiscal year ending December 31, 2014. Althoratiication is not required by our Bylaws or otivése, our Board of Directors is
submitting the selection of Ernst & Young LLP tor@tiockholders for ratification as a matter of gaodporate practice. In the event
stockholders do not ratify the appointment, thecamiment will be reconsidered by our Audit CommatteEven if the selection is ratified, our
Audit Committee in its discretion may select aeliéint registered public accounting firm at any tolneing the year if it determines that such
a change would be in the best interests of our emmp A representative of Ernst & Young LLP is extee to be present at the Annual
Meeting, will have an opportunity to make a statetriehe or she so desires and is expected to hitadle to respond to appropriate
guestions.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E “FOR” RATIFICATION OF ERNST & YOUNG LLP
AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIR M.

AUDIT COMMITTEE REPORT AND AUDITOR FEES
Audit Committee Report

The Board of Directors has appointed an Audit Cotramipresently composed of independent direct@ghen G. Kasnet, W. Reid
Sanders, and Hope B. Woodhouse. Mr. Kasnet sesvebairman of the Audit Committee. Each of theators on our Audit Committee is
independent director under the NYSE listing stadsl@nd SEC rules. The Board of Directors has oted that Mr. Kasnet satisfies the
definition of financial sophistication and is arutht committee financial expert,” as defined unddes and regulations promulgated by the
SEC.

The Audit Committee’s responsibility is one of osight as set forth in its charter, which is avd#atn our website at
www.twoharborsinvestment.cartt is not the duty of the Audit Committee to paep our financial statements, to plan or conduditawr to
determine that our financial statements are corapet accurate and are in accordance with genamtiypted accounting principles. Our
management is responsible for preparing our firdrstatements and for maintaining internal contrOlgr independent registered public
accounting firm is responsible for auditing theaficial statements and for expressing an opinido afether those audited financial
statements fairly present our financial positi@suits of operations and cash flows in conformitthwgenerally accepted accounting
principles.

The Audit Committee has reviewed and discussedodited financial statements with management athl Erinst & Young LLP, our
independent registered public accounting firm f@t2

The Audit Committee has discussed with Ernst & YpuhP the matters required to be discussed by Angitandard No. 16,
Communications with Audit Committeess adopted by the Public Company Accounting Oget8oard, or PCAOB.

The Audit Committee has received from Ernst & Youwhdp the written disclosures and the letter from#& Young LLP required by
the PCAOB regarding Ernst & Young LLP’s communioativith the Audit Committee concerning independeace has discussed Ernst &
Young LLP’s independence with Ernst & Young LLPddras considered the compatibility of non-audivees with the auditor’s
independence.

Based on the review and discussions referred teeltbe Audit Committee has recommended to theBo&birectors that the audited
consolidated financial statements for the year didlecember 31, 2013, be included in our Annual Repo Form 10-K for the year ended
December 31, 2013, for filing with the SEC. The A@bmmittee also has recommended the appointnfdiitnst & Young LLP to serve as
the company’s independent registered public ac@ogifitm for the year ending December 31, 2014.

By the Audit Committee:
Stephen G. Kasnet, Chairman
W. Reid Sanders
Hope B. Woodhouse

31




Table of Contents
Use of Audit Committee Report

In accordance with and to the extent permittedpplieable law or regulation, the information contd in the foregoing Report of the
Audit Committee is not “soliciting material” and et to be incorporated by reference into any fufiling under the Securities Act of 1933,
as amended, or under the Exchange Act.

Auditor Fees

We retained Ernst & Young LLP to audit our consatetl financial statements for the years ended DieeeB1i, 2013. We also retained
Ernst & Young LLP, as well as other accounting aadsulting firms, to provide various other servige2013.

The table below presents the aggregate fees Iilled for professional services performed by E€n¥bung LLP for the years ended
December 31, 2013 and 2012:

Year Ended December 31

2013 2012
Audit fees(1) $ 792,75( $ 758,00(
Audit-related fees(2 82,20( 14,00(
Tax fees(3 169,94¢ 182,65(
Total principal accountant fe: $ 1,044,89 $ 954,65(
(1) Audit feespertain to the audit of our annual ConsolidatedaRaial Statements, including review of the intefimancial statements

contained in our Quarterly Reports on Form 10-Qnfoot letters to underwriters in connection withr oegistration statements and
common stock offerings, attest services, consentset incorporation of the Ernst & Young LLP audiport in publicly filed
documents and assistance with and review of doctefided with the SEC.

(2) Audit-related feespertain to assurance and related services thataatiionally performed by the principal accountantluding
accounting consultations and audits in connectiith proposed or consummated acquisitions, intezoatrol reviews and
consultation concerning financial accounting argbréng standard.

) Tax feespertain to services performed for tax complianoeluding REIT compliance, tax planning and tax adyincluding
preparation of tax returns and claims for refund &x-payment planning services. Tax planning ahdca also includes assistance
with tax audits and appeals, and tax advice relateecific transactions.

Auditor Services Pre-Approval Policy

The services performed by Ernst & Young LLP in 208e pre-approved by our Audit Committee in acaar® with the pre-approval
policy set forth in our Audit Committee Charter.iFpolicy requires that all engagement fees andethmas and scope of all auditing and non-
auditing services be reviewed and approved by thditACommittee in advance of their formal initiatio
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OTHER MATTERS
Meeting Matters

Our Board of Directors does not intend to bringeotinatters before the Annual Meeting except itemi&lent to the conduct of the
meeting. However, on all matters properly brouggfore the meeting by our Board of Directors oeoghthe persons named as proxies ir
accompanying proxy, or their substitutes, will votesuch matters in their discretion.

Stockholder Proposals and Director Nominations fo2015 Annual Meeting

Our 2015 Annual Meeting is expected to be held oabout May 19, 2015. If a stockholder intendsubmit a proposal for inclusion in
our proxy statement for our 2015 annual meetingpamt to Rule 148-under the Exchange Act, the stockholder propwsest be received t
the Secretary of Two Harbors Investment Corp., [88@dison Avenue, 36th Floor, New York, New York 1@02n or before December 3,
2014. If such proposal is in compliance with dlthee requirements of Rule 14a-8 under the Exchawayethe proposal will be included in
our proxy statement and proxy card relating to sueleting. We suggest such proposals be submitteéibfied mail, return receipt
requested. Nothing in this paragraph shall be @eletm require us to include any stockholder propibsa does not meet all the requirements
for such inclusion established by the SEC in efé&¢hat time.

Stockholders may (outside of Rule 14a-8) nominated@ates for election to the Board of Directorpapose business for
consideration at our 2015 Annual Meeting under Néangt law and our Bylaws. Our Bylaws provide thathwespect to an annual meeting of
stockholders, nominations of individuals for elentio our Board of Directors and the proposal beEobusiness to be considered by
stockholders may be made only (i) pursuant to otica of the meeting; (ii) by or at the directiohooir Board of Directors; or (iii) by a
stockholder who was a stockholder of record bothatime of giving the notice required by our Bytaand at the time of the meeting, wh
entitled to vote at the meeting and who has cordpli¢h the advance notice provisions set forthun Bylaws. Under our Bylaws, notice of
such a nomination or proposal of other business gergerally be provided to the Secretary not eatfian the 150th day nor later than 5:00
p.m., Eastern Time, on the 120th day prior to ttet &nniversary of the date of the proxy statenienthe preceding yea’'annual meeting.
addition, any such nomination or proposal mustlidelthe information required by our Bylaws. Acdogly, any stockholder who intends to
submit such a nomination or such a proposal a26lb Annual Meeting of Stockholders must notifyirusvriting of such proposal by
December 3, 2014, but in no event earlier than Nier 3, 2014.

Annual Report

A copy of our Annual Report on Form 10-K for thedal year ended December 31, 2013, as filed wélStC, will be sent to any
stockholder, without charge, upon written requestwo Harbors Investment Corp., Attention: Invest@lations, 590 Madison Avenue, 36th
Floor, New York, New York 10022. You also may obtaiur Annual Report on Form 10-K on the InternghatSEC'’s website,
WwWw.Ssec.goy or on our website atww.twoharborsinvestment.canOur 2013 Annual Report, which contains inforraatabout our
business, but is not part of our disclosure deetoée filed with the SEC, is also available on website atvww.twoharborsinvestment.cam
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TRD HARBORS INVEETRENT CORF,
SO0 Mo iman Avenve, 3&th Floor
MNew York, NY 10022

TO WOTE, HARK BLOCKS BELOW IN BLUE OR BLACK THK AS FOLLOWS:

THIS PROXY CARD IS vALID ONLY WHEN SIGNED AND DATED.

The Board of Directors recommends you vete FOR
the following:

1. Election of Drectors

01 E. Spencer Abraham

0Z Jawes J. Bender

03 Hark I, Ein

04 Stepnen G, Kasnet

05 Jacgues B, Rolfo

08 W. Reid Sanders

07 Thomas E. Siering

(It Brian C. Taylar

0% Hope B. Weodhouse

The Board of Directors recommends yau vete FIR

Propesals 2 and 3.

2. Advisory wote on the corpensation of our
executive officers.

Far

o 0o oo ooo o

Far

0

WOTE BY INTERNET - www. proxyvaln. oom

Use the Intemet 1o tranamil your valing mslructions and far electronic delivery of
irdarmation up unsd 11:54 P M. Eastam Time on May 19, 2012, Have your praxy
card in hard when you eooeass e websta and follow b instruciions b cbilain
your records and o oneate an slectronic voling instracton farm.

VOTE BY PHOME - 1-800.590-6903

Uae any touch-1one bekaphama b ransmil your waling instructions wup unlil 11:59
.M. Eastern Time on May 19, 2014, Hawe your praxy card n hand when you call
and hen follow he inalructions,

VOTE BY MAIL

Mark, sign and date your praxy card and retumn i in the postage-paid enveiope we
have provided or return it ta Vobe Processing, oo Broadridge, 51 Mercades Way,
Edgewacd, NY 11717,

KEER THIS PORTION FOR YOUR RECORDS
DETACH AND RETURN THIS PORTION OMLY

Against  Abstain

o
o

For  Against Abstain

3, Ratification of the appaintment of Ernst & ] ] ]
Young LLP to serve as our independant
registered public accounting firm for pur
fizeal year ending Decembar 31, 2014,

MITE: The praxies are authorized to eobe in their
discretion on any matter that way proparly coms
before the Amnual Mesting or any adjournpent or
postponenent thareaf

O 0o oo oo o
O 0O oo oo o o

Against  Abstain

a 0

Plapga sign exactly as your nameda) appear(s) herasn. When signing as

attarnpy, executor, administrator, ar ather fiducia

, please give full

title as such. Joint oeners should each sign parsonally. ATl helders must
sign. If a corporatian ar partnership, please sign in full corporate or

partnarship nama, by authorized officar,

Sigratura |PLEASE SIGH WITHIN B0X] bate

Signatura {Joint Owners) Data



Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Naotice & Proxy Staternent, Annual Report is/
are available at www proxyvote com
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TWO HARBORS INVESTMENT CORP.
Annual Meeting of Stockholders
May 20, 2014 11:00 A.M. Eastern Time
This proxy is solicited by the Board of Directors

The undersigned hereby aulhorzes and appoints Thomas E. Siering and Rebecca B Sandb-erg. and each af them, ag procses, with ull power
af substibution, to represent the undersigned at the Annual Mesting of Stockholders to be held at The Pieme Haotel, 2 East §1at Street, New
York, NY 10065, an Tuesday, May 20, 2014, at 11:00 a.m_ Eastern Daylight Time, and at any posiponements or adjournments theraof, and to
cast on behalf of the undersigned all votes that the undersigned is entifled to cast at such meesting and 1o sherwise represent the
undersigned at the meeting with all powers possessed by the undersigned if personally present at the mesting.

When properly executed, this proxy will be voted on the proposals set forth herein as directed by the stockholder, but if no
diraction is made in the space provided, this proxy will be voted FOR the election of all nominess for director, FOR the advisory
vole on eéxecutive compensation, FOR ratification of the appaintment of auditors, and according to the discretion of the proxy
holders on any other matters that may properly come before the meeting or any postponement or adjournment thereof. This proxy
is revocable,

The undersigred hereby revokes all previous proxies relating to the shares covered hereby and acknowledges receipt of the nolice and prowxy
statemeant relating o the Annual Meeting of Stackholders,

Continued and to be signed on reverse side




