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Forward Looking Statements Ml A

FiIAaNUCIAL, KO

When nzed in this presentation or other written or oral coramumicatons, staternents that are not historical in natore, meluding those
containing words such as “will™ “helieve” “expect”™ “anbicipate,” “estirmate,” “plan,” “continue,”™ “mmtend,” “should,™ “could”™
“aonld,” “mov or swalor cxpecasions, oo mtended to wdentfy “foreard-loocling atatements™ for parposca of Sechon 278 of the
securities Bet of 1933, as arnended, and Sechon 21E of the Securities Exchange Sctof 1934, as amended, and, as such, may iroeo e
kronzmand unknown nsks, uneertainhes and assurmphons.

These foraard-looking statements include information about possible or assumed future results wath respect to our business, financial
condition, houidity, results of operations, plans and ohjectrves. Staternents regarding the following subjects, among others, may be
forarard-looking: changes m inferest rates and the market walue of MFA's IWBS; changes i the prepayrnent rates on the mortgage
loars securine IWEL s WIBS , BEFA s abilify to borrow fo finance its assets; 1rnple raentation of or changes m goverrenent regulations
ot prograrns affecting IvIF & s business, IWIF &5 ability 1o maintain its qualification a5 a BEIT for federal income tax parposes; IIFA s
ahility to roaintain its exerapton from registration under the Irvestoent Cormpany Set of 1940, meluding staternents regarding the
Concept Felease 1ssued by the Securities and Exchange Cormission relating fo mmterpretree 1ssues under the 1940 &ct wath respect to
the status under the 1940 Lct of comparies that are engaged m the business of acquinng morteages and rmortzag e-related mterests;
and risks associated with vvesting in real estate assets, meluding changes i business conditions and the general econorny. These and
other nsks, uncertainties and factors, mcluding those descnbed in the annual, gquarterly andfor cwrrent reports that WEFA files wath the
BT, could canse MWIFA's actual results to differ matenally fror those projected i any forward-looking staternents that it makes.

These forward-looking staternents are based on beliefs, assuraptons and expectatorns of WEL s fuhwe performance, taking o
account all mformation currently available. Beaders are canhioned not to place undue reliance on these forerard-looking state ments,
which speak only as of the date on whaich they are made. MNew nisks and uncertunties anse over firne and 1t 15 not possible to predict
those events or how they may affect WIFA. Except as required by law, WIFL 15 not oblizated fo, and does not mdend o, update or
revise any forward-looking staternents, whether as a result of new rformation, fubiwre events or otherase.



MFA

1s an mternally managed REIT
positioned to benefit from

investment 1n both Agency

and Non-Agency Residential
MBS
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Experienced Management Team Focused on Residential

MBS Opportunities

» Investment opportumties exist in RMBS, particularly in the

Non-Agency sector

» Agency MBS investment returns continue to benetit from a
steep vield curve. Despite governmental actions, refinancing

rateg are not spiking

» In thig pertod of economic uncertainty, our goal remains to
generate double-cdigit returns on equity with an appropriate

level ot leverage
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14.5% Annual Return Since January 2000
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Investment in Residential MBS Including Both

Agency MBS and Non-Agency MBS

Mon-A=emn ¥
At September 30, 2011 Amency MBS MES (1 Caxh Oriher, et Total
(& in Millioms)
Ayortized Cost ¥ T.311 : ] 4,141 ¥ g : ] (297 ¥ 11 267
Ilarket Valhe ¥ T.519 ¥ 4,148 ¥ 444 ¥ (p1y ¥ 12,050
Less Payab le for Tnsetiled MES Purchases (134 - - - (13
Less Fepurclase Szreeiment Bormeaigs (B4 160 (1,735 - - (22111
Less B ecuntized Drebt - (D55 - - (255
Equity Alloated ¥ =l ¥ 1352 ¥ 444 ¥ (p1y ¥ 2.7
Less Svwaps at Mathet Vahe - - - [135] (135
Het Equity S llocated ¥ ol ¥ 1352 ¥ 44 ¥ (164 ¥ 2541
Db tHet Emity Fatio  ¢2) 676 x 198 x - - 35 %
For the Quarier Fnded Sepiember 30, 2011
Tield on Averages hierest Fannng Assets 337 " To g oz %4 dad g
Less Averame Cost of Funds 1.7 5 lal 5 - 1.0
Net Irteres t Eate S pread L SGR W Ll 20

For additional detnil repadng the odove tad e sew the Compary s thivd quartey T corin g welease dated Wpvember T 2001,

() Bfmaatoy presastal with repect i Mo pecp MBS, relotad yepurdhiose o preement Borrawines and resn i g oids are presantal on o Mbp-G44F doss, For
2 FAAF peconciliobom of suck dews, see ey 1.

(&) Represents dorvowings sndey repurcho e o preenends, securifined dedand pomadis for i reted MBS ek w5 o5 o smaliinle of net eguiiy ol cated
(2 Reludes affectof swaps. &



MFA Strategy — Agency MBS* MF A
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Balanced Porttfolio of Hybrid ARMs (~75%) and

15-Year Fixed (~25%)

» Low premium exposure: Portfolio average amortized cost basis 1s
102.6%

» MFA’s Agency MBS portfolio has limited exposure to HARP 2.0:
The majority of MFA's securities that could be atfected have
underlving mortgages that are currentlyv in thewr interest-only period
(limiting the ncentive to refinance mto a fully amortizing 30-vear
fixed rate mortzage)

¥ Agency funding costs are expected to decline: Approxunately $740
million of interest rate swaps at a pay rate of 3.66% will mature in the
next 12 months

* AT A penep MBS ponifolio Dibemation is a5 af Septendery 200 2000
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Increasing Non-Agency MBS Portfolio*

»MFA owned $4.1 billion market value of Non-Agency MBS
with an average amortized cost of 73% of par

»In the third quarter of 2011, these assets generated a loss

B i

adjusted vield of 7.29% on an unlevered basis

»These assets are less sensitive to changes in the vield curve and
interest rates.  Returng on dizcounted Non-Agency MBS
increage if prepayvments icrease

»Price declines 1 2011 provide opportunities to acquire assets

with high-single digit unlevered loss-adjusted yields

0
*Efmmation preserted o5 of Sptemder 30 2011 Buludes 276 4 million foy value of Nevr dgerey MBS wxderbine Iinked Trasachons of Septemder
A0 20k A demay MBS e preserted on g TAAP Basis, For o GAAP recovanliation of sucRiitems, see dvpawes 1
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MEA Strategy — Non-Agency MBS

Example of Loss-Adjusted Yield

For Illustrative Purposes Only

Prepay
SCcenario Price | Coupon | Defaults | Severity | Speed Yield
Historic Base Case 12 4. 504 P 0% 15% 14%
olow Speed 72 4. 50P4 (P 0% 4 1R
Slow Speed Loss Adjusted 12 4. 504 44% 2P0 o %

In general, MFA’s vields are based on estumated future cash tlows
ulilizing credil assumplions sunidar to those used 1 the slow speed,
losg-adjusted illustration.



MFA Strategy — Non-Agency MBS MF A
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While Housing Fundamentals Remain Weak, We Have

Factored This Into Our Credit Reserve Estimates™®

Credit enhancement: Average credit enhancement of 5.7%
absorbs realized losses betore the securities owned by MEA
are impacted.

Discounted purchase price: On average, capital losses of
27% can occur within a Non-Agency MBS betfore MFA hag a
logs on 1ts investment.

Substantial credit reserve: MFA 12 booking 1ncome
utilizing a substantial credit reserve that assumes $1.2 billion
of realized loszes will occur within 1ts $5.7 billion tace value
of Non-Agency MBS.

*Dafa as of Sepfember 30 2001 Wformeafion regarding Non-Agercy MBS is presevfed on a von-GAAF basis. For a

GAAF reconciliafion of such ifems, see Amex 1.

1o



MEA Strategy — Non-Agency MBS MF A
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Deeply Discounted Purchase Price, Substantial Credit

Reserve and 5.7% Credit Enhancement mitigate Credit Risk

Non- Agency Portfolio

Current Face Asof Sep tember 30, 2011+

$5 659 .3

0OTTI

$50.7
1%

DiaTays i Jfilfoms
¥ Raformotion regndin phon-Apaay MIES 15 prerenied ono pou-E4AR dasis, Fov o AP pecomciliobon of such thews, see ey 1, 11



Non-Agency MBS — 20 Largest Positions [ 0
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Projections Assume Continued Housing Market Weakness with

Defaults Well in Excess of Currently Delinquent Mortgages

Pmpcted
4 of Total CoRateral Credii FPmjected Popal 6 AMomdh
Poxifokho Type FIC O WAL A Swppoxnt (i) G+ D Dwe faubi Eecwery | Loxx Severmr
1.5%4 Fixed T 53 2.0 1424 26%4 5554 =384
1.5%4 1030 T37 57 Rl 15%4 5% T4 s
1.7%4 ] T2 51 1.4 25184 51%@ TER4 =704
1 Aty 1030 T 52 1.5 2600 3510 5384 5084
1 /A%4 Fixed T30 51 0.0 2<4%4 <4404 T1%4 5884
1 5% 5025 e 1] S 5.4 =000 N S S0
1 <84 Sr25 T3l T 12.2 235% 500 &1%4 534
1 <84 TIdS T34 [} | 6. 2904 | 52%4 51%4
1 2% 5525 Ta5 S0 6.7 27% 55% 7554 51%4
13% Fixed T40 5 0.0 15%4 6% 1% T<P4
1 2% Fixed T30 532 T3 235% <0104 R4 S5<P4
1.1%0 1030 T8 Bl 3.5 235%0 55%0 71%4 |
10%4 10y30 T4l 55 .7 21% &% 5554 51%4
1094 TS T 53 2.1 2604 3904 5284 S84
1084 5125 T3T 71 [ 1284 <0194 SERG =184
1,084 Sr35 TG S 0.0 2%4 530%4 T<P4 84
1 10%0 i TZ5 42 135 13%n 2<% 950 35%0
0954 5535 T34 [} 2.3 20%4 <304 5204 51%4
0954 1030 Ta3 71 1.6 15%4 <47%4 1% =584
05040 S545 ToZ 53 19.5 2585 51% QA4 51%4
To i d ave e e, e
2510 b T T34 | 50 47 [ 2206 ) [ 30 3 [ 81w 49 14
- 1z

Dato as of Septeppber 30 20T FIOD scares as of deal ox puotion doke




Non-Agency MBS MF A
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Non-Agency Portfolio Financed with Repo, Equity and

Securitized Debt *

Market Value of Non-Agency WB G $4.1 Billion
Financing
Fepo $1.2 Billion
Equity $1.4 Billion
Securitized Debt $1.0 Billion

»  Equityand Securitized Debt 12 permanent financing
Mo marl-to-martlet
Mo margin calls

¥ AJ7 amous preseted s of September 30 2007 15



Non-Agency MBS MF A
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We are Adding Financing Structures that Reduce our

Reliance on Short-Term Non-Agency MBS Repurchase
Arrangements

»In the Fourth Quarter of 2011, we entered into a tlree-year
collateralized financing arrangement that effectively
provided $300 mullion of tfinancing for Non-Agency MBS

» This multi-year financing 1s incrementally more expensive
than short-term financing by approximately 100-150 basis
points

»Subsequent to 2011 year-end, we increased the amount
financed under the arrangement to a total of $500 nullion

14
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MFA Financial, Inc.

»Internally managed

»(Goal 1s to generate double-digit returns on equuty

»14 5% annual return since 2000 (mncluding reinvestment of
dividends)

» While housmg fundamentals do remain weak, we believe this
has been appropriately factored into our cash flow projections
and credit reserve estumates

»Diverse funding sources for Non-Agency MBS Portfolio
includimmg securitized debt, structured financing and equity, 1n
addition to repo 15






ANNEX 1 — Reconciliations of Non-GAAP Financial Measures
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Information pertairang to WIFL s Mon-Sgency WBS that are a cormponent of Linked Transactions are reconciled belowr as of and
for the three months ended Septeraber 30, 2011 with the rost divectly corparahle financial measure calculated m accordance

wth (& AP, az fnllmas-

Adjusineniz ibr the
Innpact of

GAAP Based MES Linked Non-GAAP
(Diollars in Thowsands) Informabion T rarsartons Presendabion
At Septenber 3, 2011:
Eepurchas e Azwerment B orroanngs $ B017gES 152560 (1) 2210625
Semuriteed Debt 58 405 - 958 406
Payzhle for Unsettled MES Pachases 134495 - 134,493
Total Bormoarings [Debt) $ 2110562 1525900 (7] 9 300, 522
StockhoMders' Equity L et | 1.91& 2543, 140
Debt-to- Eqaityr DebtE tockholders' Equitya 34 x 35 x
For the Three Mondhs Ended Sepiensher 3, 2011:
Averaze [itetest Eaming Assets $ 11559025 265,259 @) 11,524, 254
Interest Income i3 130,766 5,251 135017
Tield on Averaze hterwst Earang fossets 453 % TE2 480 %
Aomeraze Tetal Bosvowings $ 2001044 219370 (1) 9253 314
Interest Experse i3 308,752 2hd 39.a8la
Averaze Costof Fands 170 % 15a % 10 %
Het Interest Eate Spread 2283 % 36 290

(1) Represerts bovrowing wnder repurchase agreermerss widerlying Livdeed Travsactions.
2 ) Eaflacts adius resss fov the inpaant of MBY Bnled Ivansactions.

17



ANNMNEX 1 — Reconciliations of Non-GAAP Financial Measures (conf) M%
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The table Delowr reconciles WIFA" Hon-Szanoe MBS and related meporchas e agre anerd bomeaiggs and senmitized debt o a GALT bacic to reflect on 4
cotrbined bacic e Mown-Sgencye BES and relaed meporchace agreanerts mmderheingg e Linked Trame actions | which ic & Hon- GAOE financial preaoime.
Baced on this Hop- GALP precertation, MPAhae aloo preserted certain reoalting pedfonnarce meanme:s (Teflected mthe table heloar) omna Hone- GOAOLT bacic,

Adjvmomerus for the

Impactof MBS

A AP Baxed Limloed Mon- A AT
(et ThHer ez ) Indformabion 1) T b r Presenutabion
At Sep tearher 30, 2011:
Loynortmed Dost of Tlore Lae ey IvIES E 35902557 E e . N ) E 4190377 5l
Fair Walue of Tioor Agencyr BWES E 3.335,310 E 255383 E 4,145 579
FazoFar Walus of Hon-bg sevs s IES S 5,337,509 E 321,778 E 3539237
Pumlase [ Cikcommt) Deadgnated as Sedit Reserue and T TI T O, 1254010 (3 E (37224 E (1. 253525 )

Purclmre (Cirncomt) Dexmaated an Locretalle, net (233,551 (252347 6 (23 T35)  g)

Total Pumhese [ Chiscoimt) of Flon-Lgencr BS T [(l49454950 A T (33,4537 T (1,512 4107 =)
or-dhae s T R pare hase Laree o i A 'E 350,557 'E 1502 el 'E 2535 3l°F
Secuntsed Dialat
..F':.En-n-::,rl'-.-'EE Lz rerage .P:.r:'l:-rhmd lf:-:hn.‘t E 3904213 E 2E5253 E .1 E82 477
on-LgencyrAnemge Toml Bomonsings: £ 261 T, 544 £ 219270 £ 2RSS FLE
Cowgeon Iitemst on Fon-Lgencyr WS E &0,053 E 4533 E L2n
Effectms Yield Ldjirtasnt 5] 10,744 =53 11 409
Interest Incoene on Tlon- Agaecr IVIES £ 70,734 £ 3251 £ 1655
Intermst Expetise on o Lgencyr Totml Bomoisdrm s E 10&24 E =26 E 11 A==
Tield on Arcerame Interest Faming Ton- Lgencr IIES T3 %o T2 %G TS %4
Tloa-tme nerr Arce oo 12 onct of Fuonde l&1 1l.5=E 1.&1
o~ ey Inte st Kate Spreacd S84 % 635 %o 353 %a

el daefietes Mo - g et 2t AFSS T earesy T Soed sentalares BV

I Ao raesr e seesr Moed- dpescy ST odslesliitd g iMtere) TR sorer Beds, SO A gr usele seim e e S Mt T s sl i g LA e
T e et e e el s r Al 1o e P Aeeret et At A 25

(A Asvecad e o aiceras el gporeboveg o frssudr sl dares o 2wealT sereste o B0 FAE ST oo o T oo B50 7 sl
ra) A T 2N Sreana me Vet g st st A e M el MaTesy s 2wealT Mereser S BT DT T arme! TS 2 K5 O e

(5 The oot o arallusrsedr oo e d gt AFST 5 e N Tereon SoTusdded Hal Haorsite oodn foted! natdeg the o wiefa] astitel e Sevses oo
AT e T e TR S R ke Sl et foew Moo et AATSS ormet tha e dr oo el

ra) Sasiietes coliusraedr o B TFG aliford podamed ter aatedla cralln s rangars oo ala-tt ect Moo - A gade AFSS 18






