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O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
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O

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13¢e-4(c))

Item 7.01 Regulation FD.
An investor presentation providing a business overview of Two Harbors Investment Corp. is attached hereto as Exhibit 99.1 and is incorporated herein by reference.

The company has prepared and made available on its website a webinar entitled “Introduction to Non-Agency Securities Webinar” dated March 18, 2014. The presentation
provides general information about non-Agency securities. The presentation is attached hereto as Exhibit 99.2 and is incorporated herein by reference.

The information in Item 7.01 of this Current Report, including Exhibits 99.1 and 99.2 attached hereto, is furnished pursuant to Item 7.01 of Form 8-K and shall not be deemed
“filed” for any other purpose, including for purposes of Section 18 of the Securities Exchange Act of 1934, or otherwise subject to the liabilities of that Section. This
information shall not be deemed to be incorporated by reference into any filing of the registrant under the Securities Act of 1933 or the Exchange Act regardless of any general
incorporation language in such filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits
Exhibit No. Description
99.1 Fourth Quarter 2013 Investor Presentation
99.2 Introduction to Non-Agency Securities Webinar
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Exhibit 99.1

Fourth Quarter 2013 Investor Presentation

TWO HARBORS

Ir

Safe Harbor Statement

FORWARD-LOOKING STATEMENTS

This presentation includes “forward-looking statements® within the meaning of the safe harbor provisions of the United States Private Secunties Litigation
Reform Act of 1985, Actual results may differ from expectations, estimates and projections and, consequently, readers should not rely on these forward-
looking statements as predictions of future events. Words such as “expect,” “target,” "assume,” "esbtmate,” “project,” “budget,” “forecast,” “anticipate.” “intend,”
plan,” “may,” “will.” “could,” “should,” “believe,” “predicis,” “potential,” "continue,” and similar expressions are intended to ideniify such forward-looking
staterments. These forward-looking statements imeobve significant risks and uncertainties that could cause actual results to differ materially from expected
results, including, amaong other things, those descnbed in our Annual Report on Form 10-K for the year ended December 31, 2013, and any subsequent
Quarterly Reports on form 10-0. under the caption “Risk Factors.” Factors that could cause actual results to differ include, but are not limited to, higher than
axpected operating costs, changes in prepayment speeds of mortigages underlying cur residential mortgage-backed secunties (RMBS), the rates of default or
decreased recovery on maortgages underlying our non-Agency securdies, failure o recover credd losses in our portfodio, changes in interest rates and the
market value of our assets, the availability of financing, the availability of target assets at attractive prices, our ability to manage varous operational risks
associated with our business, our ability to maintain our REIT qualification, limitations imposed on our business due to our REIT s and our exemplt status
under the Investment Company Act of 1840, the mpact of new legislation or regulatory changes on our operations, the impact of any deficiencies in the
servicing or foreclosure practices of third parties and related delays in the foreclosure process, our ability to acquire morigage loans or securitize the mortgage
loans we acquire, our involvement in secunitization transactions, the timing and profitability of our securitization transactions, the risks associated with our
securitization transactions, our abidy to acquire morigage sendcing rights, the impact of new or modified government mortgage refinance or principal
reduction programs, unanticipated changes in owerall market and economic conditions, and our exposure to claims and litigation, including litigation arising
from our involvernant in securitization transactions

Readers are cautioned not to place undue rekance upon any forward looking statements, which speak only a@s of the date made Two Harbors does not
undertake or accept any obligation to release publicly any updates or revisions to any forward-looking statement to reflect any change in its expectations or
any change in evenls, condtions or circumstances on which any such statement is based. Additional information concerning these and other risk factors is
contained in Two Harbors' most recent filings with the Securities and Exchange Commission (SEC), All subsequent written and oral forward looking statements
concerning Two Harbors or matters attributable to Two Harbors or any person acting on its behalf are expressly qualified in their entirety by the cauticnary
staterments abowve

This presentation may inchede industry and market data obtained through research, surveys, and studies conducted by third parties and industry publications
Wa have not independently verified any such market and industry data from third-party sources. This prasentation is provided for discussion purposes only and
may not bé relied upon as legal or investment advice, nor 15 It intended to be inclusive of all the nsks and uncertainties that should be considersd. This
presentation does not constitute an offer to purchase or sell any secunties, nor shall it be construed to be indicative of the terms of an offer that the parties or
their respective affiliates would accept

Readers are advised that the financial information in this presentation 15 based on company data available at the tme of this presentation and, in
circumstances, may not have been audited by the company's independent auditors




Mission Based Strategy "

OURMISSION IS TO BE RECOGHIZED AS THE INDUSTRY-LEADING MORTGAGE REIT:
« Largest hybrnd mortgage REIT investingin residential mortgda ge assels

* Marketcapitalization of approximately $32.8 billiontt!

+ Providerof permanent capital to the US. mortga ge marketover the longterm

EENEFITS OF CUR HYERID MORTGAGE REIT MODEL:

« Flexibility to take advantage of opportunities across Agency and non-Agency RMES sectors and unsecuntized mortgage
assets, including:

— RMES
— Residential mortgage loans
= Mertgage serviting rights (MSR)

= Otherfinancial assets

IMPERATIVES:
* Rigorous risk mana gement system
+  Strongadministrative infrastructure

+  Bestpractice disclosure and corporate govemnance

{4y Source: Bloombang &5 of Februsey 28, 2034 F

2013 In Review "

ADVANMCING STRATEGIC INHTIATIVES
« Added staff and built infrastructure to support strategic initiatives

+ Increased total market capitalization by approximately $400 million in 2043 after giving effect to the Silver Bay common stock
dividend amournting to $345.8 milliord ¥

FirstQuarter
2013

Cormpleted accretive Acquired Matrix Financial Acquired two small bulk Finalized a two-year flow |

pubiic offering of Services Corporation, MSR portfolios sale agreement to
common stock for net which has seller-servicer ) acquire MSR from PHH
proceeds of approvals Caompletea first Mortgage Carporation
approximately § 762.9 securluzatlpn using our _ )
rillion Repurchased 1 rmillion own depositor Acquired substantial
shares of our common bulk MSR portfalio from
stock at average price of Repurchased 145 Flagstar Bank
$10.50 per share million shares of our N
(accretive) common stock at Whally-owned subsidiary
average price of §9.23 granted membership in
per share (accretive) the Federal Home Loan
Bank of Des Moines
{FHLB)

(1) $I458 milion repoesents T T vabat of Tk disTitulion of Siver Bay coRBon ek, 4




Fourth Quarter 2013 Market Overview ‘

+ Macrosconomic considerations include * Policy considerations include
= Rising treasury and mortgage rates — MewFederal Housing Finanee Agency (FHFA) Director Mel Watt
- fmproving unemployment metrios — MewFederal Reserve Chair Janet Yelien
— Improving home prices; Corelogic Home Price Index +12% % ona — Futyre of Federal Resenve’s Quantitative Easing plan

ralling 1 2-month basis
— GSE Reform

= FinalQualified Mortgage (QM) and proposed Qualified Resldantial
Mortgage (QRM) rules

NON-AGENCY RMBS

+ Federal Resenve remains the largest buyerin the * Non-Agency fundamental performance is strong

mortga ge ma riket.
gage + Continued improvements in housing metncs were good

* Federal Reserve taperingcan create opportunities; for portiolio

uncertainty remains on tming » Strongtechnicalfactor it place

+ Supply remains muted

(i) Roued Cobtlode Hodvi Prack nden i dEng 12-BonMh (hinfe o o Jnudiy 31, 2024

Delivering Total Return ‘

Since inception, we have generated total stockholder return of 111%.!" which compares favorably to the Pine River
Meortgage REIT Index.

130% |
| 1%

1M0% |

80% |

70% |

50% 45%

S S S S S S

—TWO —— Pine River Mortigage REIT Index™

g, J
S, IVR, WFA, PMT




Portfolio Composition

PORTFOLIO COMPOSITION TARGETED CAPITAL ALLOCATIORN

ASOF DECEMBER 31, 2013
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HIGHLIGHTS - DECEMBER 31, 2013

« Capital allocation was 57% Rates®and 43% Credi¥)

« Agencies declined to 44% of capital allocation while MSR
increased to 13%

« Expect capital allocation to MSR to increase going forward as
operational platform continues to be built

« Credit allocation substantially focused on assets that benefit
fram HP»'-';, servicer actions and better bormower ;JE‘!TEL'.""IEIHLE'
3 e33R collatarslized by the malue of Tl home

A PRI TON U and eredid Tentitre loang (C51)

MSR in a Portfolio Context

MORTGAGE REIT PORTFOLIOS WITH MSR COULD HAVE HIGHER ROE, LOWER LEVERAGE

AMND REDUCED EASIS RISKE

PORTFOLIOWITHOUT MSR

+ Beginwith $ 100 initial capital investment, 100% allocated to
Agency RMBS
* Assumes Tx debt-to-equity on Agency RMES

i3 =y Inerease (%) Imerease (%)
Agency RMBS 4500 J40% (6.00%) (6.00%)
Agency Repo 700 (0.40%)
S-year Sweap Cost $1.200 {145%) 5.00% %
SR t =% =% =%
Total T.00% =% (6.00%)

ROE 7.00%

Debttoequity. T.0x

Impact to Book Vakse of 10bps
RMBS spread widening: (6.00%)

L) WaATalv Barkelpels 82 of lenualy 3, 2004
MO The Shome Seangof 3fe intended 1 JI et
OUF Srabiviehl DRI, D04 S T POOGRERONT O1 HiF
Batsall,

el banddl 06 morage RET por s
Tho b0k SoRRAEHT 0 pHoTIdad kor

PORTFOLIO WITH MSR

* Beginwith § 100 initial capital Investment, 25% allocated to
Agency RMBS and 75% to MSR; still meeting whole pool test

* Assurmes 7x debt-to-equity on Agency RMBS and no leverage on
MSR

- T r—
Imerense (%) Increase (%)

Agency RMBS $200 140% [1.50%) (150%)

BgencyRepo $175 {040%)

Saear Swiap Cost ~ {145%) -% =%

MR §75 B.00% 150% 190%

Total 12.10% =% 0.40%

ROE 12.10%
Debto-equity 175

Impact to Book Vakie of 10bps
RMBS spreadwidening: 0.40%

Tihie numbars uted in e Seanarit abe
il $d Bf HOR IR T S1TUBp!

a0 Frpo T e
e, ACRIN 14T




Mortgage Loan Conduit & Securitization "

EXPANDING TWO HARBORS' CONDUIT PROGRAM IS A KEY A FOCUS IN 2014

+ Diversifying business model by building an operational business structure
« Aim to generate attractive credit investments for portfolio while providing capital to the U.S. mortgage market

+ Controland manage purchasad and securitized loans via robust mortgags acquisition process and infrastructure,
including credit and servicing oversight

« Ongoing progress building mortgage loan conduit

— Approximately 30 originators Invarious stages of approval
= Target of 40 originators by year-end 2014
— Ahillty to source a vanety of products, creating mutually beneficial relationships with ariginator partners

= Opportunities include:

- Prime lpans
- MSRH
— NonQM Loans: both prime and non-prime loans

Two Harbors' Infrastructure "

SUBSTANTIALPROGRESS BUILDING AN EFFICIENT AND SCALAELE CORE PLATFGRIM
THAT ALLOWS TWO HARBORS TO RESPOND QUICKLY TO A EROAD ARRAY OF MARKET
OPPORTUNITIES

« Our extemal manager hired over 30 full-time em ployess who ars ded
key leaderzhipand staffroles in MSR operations, technology, compliance 2
the MSF and Conduit platforms

* ey ransacton managsm ent procesees ahd t=ams arsin place
= Duediligence
— Contract management
— Sellerservicer onboardingand implementation

« Coretechnology infrastructure and oversight t2amsin place o provide active surveillance and
performance managementof our sulb-servicer and originator parthers

« Efficiencies betwesn stratediss dus 10 infrastructure overlap

10




4

Federal Home Loan Bank of Des Moines

OUR WHOLLY OWNED SUBSIDIARY, TH INSURANCE HOLDINGS COMPANY LLC, GRANTED MEMBERSHIP IN THE
FHLE

CAPACITY AND ELIGIBLE BORROWING RATES AND BENEFITS AND

COLLATERAL

COLLATERAL HAIRCUTS OPPORTUNITIES

the repo maroet is
st

funding mis
and b

marketterms

«  Collateral posted at an asset level versus = FHLE offers fixed and I
blanketlien (e, each advance will which pre

require approval by the FHLE) hedging |

= Eligible Coflateral Includes o

sentional 1-4 family residential

Attractive Returns With Lower Risk ‘

SUPERIOR ASSET SELECTION AND RISK MANAGEMENT DRIVE RETURNS WHILE WE TAKE ON LESS RISK
WITH LOWER LEVERAGE!®

ATTRACTIVE & COMPARABLE DIVIDEND YIELDIY

103%  184% 1829 i3
oidcd 1are amex

fravs =} 2011 s 4 iy b oo by 2T L 2040 2041 20i2 03 o ForY ¥ s
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Agency Securities as of December 31, 2013

4

Par Value Market Value| % of Agency Amortized Cost Weighted Average Weighted Average|
(18] (M) Paortfolio Basis (M) Coupon Age (Months)|

30-Year Fixed
3.0-3.5% £719 5715 T.4% 5785 3.5% 19
4.0-4.5% 3,855 4,008 41,3% 4,185 4.1% 19
25.0% 837 926 9.5% 08 5.5% 60
$5,411 $5,649 58.2% $5,859 4.3% 28

15-Year Fixed
3.0-3.5% $58 $69 0.7% $67 3.0% 38
4.0-4.5% 2 2 0.0% 2 4.0% 43
25.0% 1 1 0.0% 1 B.7% 108
7 572 0.7% §70 1% 38
HECM $1,641 $1,793 18.4% $1,747 4.7% 26
Hybrid ARMs 904 1,007 10.4% 1,001 2.5% 22
Other-Fined G658 T20 T.4% 715 4.5% 73
10 and 110 4,670 4750 4.9% 485 4.2% 85

Total $13,445 $0.716 100.0% 50877 4.2%

3




Mortgage Servicing Rights ‘

BULK ACQUISITION FROM FLAGSTAR BANK

M SR PORTFOUO CHARACTERISTICS AT DECEMBER 31, 2013

+ MSR on residential mortgage loans

FisirValue ($M) §514.4
+ Underying podl of m ge loans is compnsed of Fannie Mag and Unipsid Principsl Balsnce ($B) $42.3
Ginnke Mae loans; originated primarily after 2010 :
+ Subservicing agreement with Flagstar Bank Heigten dusrage Gaypon 0%
Original FICO Score T34
FLOW AGREEMENT WITH PHH MORTGAGE CORP, (PHH) |onginatiry TEY
« Twoevear flow sale agreement; subsenvicing agreementwith PHH
60+ Day Delinquencies 0.9%
+ Acquinng at least S0% of eligible newiy-0 ted residential mortgage . T . ot
loans {including Fannle Mae and Ginnie Mae SenichnESpreed g Pb=EkIOe Bya0in) EEEE S
+ Subject Lo quarterty pricing
Wintage:
FOURTH QUARTER PERFORMANCE et -
+ Recognized §10.2 millon of servicing income, §2.2 million of sub- 20082012 B4%
servicing expense and $13.1 million increase in fair value of MSR, net
of 5.4 million which represents implied amortization (i e. prepayments) Post 2012 32%
POTENTIAL BENEFITS OF MSR IN QUR PORTFOLIO
Percent of MSR Portfolio:
+ MNatural hedge, higher ROE from reduced hedgng cost to portfolio
LI, Ginnie Mae ~33.6%
« Lower leverage
+ Reduced hasis risk Fanine ez 708.3%
15

Non-Agency Securities as of December 31, 2013 m
_ Senior Bonds M &1 ranine Bonds Total PRI Bonds

Poridolo Chametenistics

Carmying Value (M) 2,262 Hig §2,751
% of Non-Agency Partfolin 83.0% ir.0% 100.0%
Borerage Purchase Price * $52.58 $59.09 §53.69
Bererage Coupon 2.5% 16% 3%
‘Wheighted Average Maret Price $65.27 7270 $66.43
Collaersl Afiribute s

Borerage Loan Age (months) 86 93 85
Bererage Loan Size ($K) $263 §196 252
Roverage Original Loardo-Value 73.1% 12.6% T3.0%
Brerage Original FICD 614 547 E20
Current Pedormance

60+ Day Delinquenties 3078 26.6% 3LT%
Beverage Credit Enhaneement 0% 20.8% 110%
F-Month PR 15% 5.6% J8%

16




Financing Profile'™

addered repo maturities; averaged 72 days to maturity with 20 counterparties at year-end

« Agency and non-Agency repo held with counterparties having credit default swap (CDS) spreads lower than 150
bps, implies low overall counterparty risk

« B4%0of Agency and 61% of non-Agancy repo held with North American counterparties

DIVER UNTERPARTIE HIGH-QUALIT

uCO% Spreads « 100 u C0E Spreads 101 to 150

A& 0f Décw mibei 31, 2012
Refects M countEparty pareen
FralicE T OOF Ipdead B o

@ of cox cuBtInding repurchase sffeements for our Sgency &nd non-Agency pod thks, 17
ric BN FOTRERNIET POTTRNED D0 CounBnpalTAT

Hedging Strategy

BV EXPO

10.0%
0%

=

0.1%

20%

-
includin Ps, swa ptions, intarest-only ds and short 12.0%) (18%) 2% (L%
To Be Announced (TBA) contracts {6.0%) -
{10.0%)

+ Dailyinterestrate ex

monitonng H-2012 [1-2013 22013 Q32013 Q42013

FOURTH QUARTER HEDGE POSITION

250
L sure o ates
$20.0
- Exposure includes duration measures for MSR, non-Agency RMBS
and loan positions, aswell a5 all associabed rate hedges __%315.0
g 81
. sitioning drives low $10.0 —— 0.5
5.0 3.2

Hedging Tools {National Vﬂhﬂm Bgency Securities (Fair Marked Valug)

o Swaps - Notional(§) aSwaptions - Hothonal {§) w10z and 105 ($)

Vi T Rerind ple et shang® i equiy e R Thaoreesl *100bET parstel Thft in intelaTtiates. Change i adquity vius i ST et atoe chings

83 ol Decs Bibal 34, 2010

BROUNT 0 o tineiuds SLO billce of notonel intenesi e twept ecoromically hedgng our Teding pecunites, $11 biien ofrobonel intrestrem Seaps hedging our eralebie-Ror-Tale 18
wriges, ara L1 DELCn of RoBorst R BRIRTINIE TR aeongmically haging our TE& conBacE and MR




Financing and Hedging Strategy(®)

m
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Overview of Two Harbors Team m

EXECUTIVE OFFICERS

CHIEF INVESTMENT OFFICER CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER

WILLIAM ROTH THOMAS SIERING BRAD FARRELL
= Alsoserves as Pine River Capital * Alsoserves as Pine River Capital = Maost recantly served as Two
Managemeant Partner Managemeant Partner Harbors” Controller from 2009 to
+ 33 years in mortga ge secunties + 33 yearsof investingand 2011
market management experience; = Previously Vice President and
+ Managing Director in proprietary commenced career atCargill Exeszutive Director of Financial
trading groupat Cittand Salomon * Previously Partner and head of Reportingat GMAC ResCap from
Brothers prior to Two Harbors Yalue Investment Group at EBF & 2007 to 2009 and held financial
Aszoviates roles at XL Capatal Ltd from 2002
to 2007, began hiscareer with
KPMG

NVESTMENT & GPERATIONS TEAM

SIGNIFICANT OPERATIONS AND RMBS EXPERTISE

¢ Substantial operations team, de2p sarvicing and mortga ge operations expenence
* Strong RMBS team focused on trading investment analysis and ressarch

+ Leverages proprietary analytical systems

Overview of Pine River Capital Management m

GLOBAL ASSET MANAGEMENT FIRM

* Global, multi-strategy asset management firm + Founded in 2002
+ Comprehensive portfolio management, tansparency and * Demonstmted success achieving growth and managing
liquidity scale
* Institutional and high net worth investors » Approximately $13 98 billion assets under mana gement
today

— §7.3billion is dedicated to mortgage strategies™
— Experience managing Agency RMBSE, nor-Agency RMBS and
other mortgage-relatad assets

EXPERIENCED, COHESIVE TEAM®® ESTABLISHED INFRASTRUCTURE
= Sixtesn partners with avera ge of 22 years sxpensnce + Strongcorporate governance
+ Approximately 420 total employess, 140 investment = Registrations include: SEC/NFA (U.S), FSA (LK), SFC
professionals {(Hong Kongyand SEEBI (India)
» Histoncally lowattntion + Proprieta ry technology

+ Global footprint with 8 offices world-wide

{1y Desned as estmated aTtel under management as ofDetember 31, 200, bwiisie of Tid MDOCS and Silvel Bag Restty Tust cotp.
§2)  Defned ol eiTnated poiifafedefaled aiiel undér mandfe tent i of Decembel 21, 200, wvbuime of Ted Haibors ard Sived By Feally Thust Corp. -
{3) Enpkyesditn s of Decenber 31, 2043, 22
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Exhibit 99.2

Introduction to Non-Agency Securities Webinar

March 18, 2014
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Safe Harbor Statement

FORWARD-LOOKING STATEMENTS

This presentation includes “forward-looking statements™ within the meaning of the safe harbor provisions of the United States Private Securities
Litigation Reform Act of 1995, Actual results may differ from expectations, estimates and projections and, consequently, readers should not rely on
these forward-looking statements as predictions of future events. Words such as "expect,” “target,” “assume,” “estimate,” “project,” “budget,”
“forecast,” “anticipate,” “intand,” “plan,” “may.” “wil,” “could,” “should,” “believe,” “predicts,” “potential,” “continue,” and similar expressions are
intended to identify such forward-looking statements, These forward-looking statements involve significant risks and uncertainties that could cause
actual results to differ materially from expected results, including, among other things, those described in our Annual Report on Form 10-K for the year
ended December 31. 2013 and any subsequent Quarterly Reports on Form 10-Q, under the caption “Risk Factors.” Factors that could cause actual
results to differ include, but are not limited to, higher than expected operating costs, changes in prepayment speeds of mortgages underlying our
residential mortgage backed securities, the rates of default or decreased recovery on the mortgages underlying our non-Agency securities, failure to
recover credit losses in our portfolio, changes in interest rates and the market value of our assets, the availability of financing, the availability of target
assets at attractive prices, our ability to manage various operational risks associated with our business, our ability to maintain our REIT qualification,
limitations imposed on our business due to our REIT status and our exempt status under the Investment Company Act of 1940, the impact of new
legislation or regulatory changes on our operations, the impact of any deficiencies in the servicing or foreclosure practices of third parties and related
delays in the foreclosure process, our ability to acquire mortgage loans or securitize the mortgage loans we acquire, our involvement in securitization
transactions, the timing and profitability of our securitization transactions, the risks associated with our secuntization transactions, our ability to
acquire mortgage servicing rights, the impact of new or modified government mortgage refinance or principal reduction programs, unanticipated
changes in owerall market and economic conditions, and our exposure to claims and litigation, including litigation arising from our involvement in
securitization transactions.

Readers are cautioned not to place undue reliance upon any forward-locking statements, which speak only as of the date made. Two Harbors does
not undernake or accept any obligation to release publicly any updates or revisions to any forward-looking statement to reflect any change in its
expectations or any change in events, conditions or circumstances on which any such statement is based. Additional information concerning these
and other risk factors is contained in Two Harbors' most recent filings with the Secunties and Exchange Commission (SEC). All subsequent written and
oral forward looking statements concerming Two Harbors or matters attributable to Two Harbors or any person acting on its behalf are expressly
qualified in their entirety by the cautionary statements above.

Readers are advised that the financial information in this presentation is based on company data available at the time of this presentation, and
unless ctherwise noted, has not been audited by the company's independent auditors. This presentation may include industry and market data
obtained through research, surveys, and studies conducted by third parties and industry publications. We have not independently verified any such
market and industry data from third-party sources, 2




Agency & Non-Agency Mortgage-Backed Securities 'J

WHAT IS AN AGENCY SECURITY?

« An Agency residential mortgage-backed security (RMBS) conforms with certain requirements, such as size,
documentation and loan-to-value (LTV) ratios, and is backed by Fannie Mae, Freddie Mac or Ginnie Mae.

— Fannie Mae and Freddie Mac are collectively called Governmeant-Sponsored Enterprises (GSEs).
— Ginnie Mae securities are backed by the full faith and credit of the U.S. Government.

WHAT IS A NON-AGENCY SECURITY?

+ A non-Agency RMBS is a security that is not backed by a government Agency. The underlying collateral generally consists
of mortgages that are not required to conform to the requirements (size, documentation, LTV, etc.) for inclusion in RMBS
issued by Agencies.

* The non-Agency RMBS market is generally comprised of four sub-sectors: Prime, Sub-prime, Alt-A and Option ARM.
+ Non-Agency RMBS can be classified into two categories: Legacy and New Issue.

« Legacy non-Agency RMBS contain loans that were originated prior to the 2008 financial crisis and therefore, trade at a
deep discount due to having experienced high levels of defaults by the underlying borrowers.

+ New Issue non-Agency RMBS are backed by newly originated, high quality, well-underwritten loans.
« Two Harbors invests in both Legacy and New Issue non-Agency RMBS.

— The majority of our non-Agency holdings are in the Legacy category and were purchased at a deep discount to par,

— Over 80% of our Legacy non-Agency holdings are in Sub-Prime RMBS.

(1) SeeAppondi slikdes 11 and 12 for more mformation on norrigency RMBS markost.




Portfolio Composition

4

TWO HARBORS MAINTAINS SUBSTANTIAL HOLDINGS OF LOWER PRICED LEGACY

NON-AGENCY RMBS

PORTFOLIO COMPOSITION CREDIT PORTFOLIO SUMMARY

AS OF DECEMBER 31, 2013
$13.7B Portfolio

% Milllons

I rotes! 510.28 I et 53258

+ $3.5 billion Credit portfolio includes:
— Non-Agency RMBS
— Met economic interest in securitization trusts
— Prime jumbao residential mortgage loans

— Credit sensitive lpans (CSL)

+ Strong Credit strategy returns drove aggregate portfolio
performance in 2013

+ Substantial progress expanding the foundation for our
mortgage loan conduit platform

+ Leverage 1.1x as of December 31, 2013

4




Non-Agency Securities u

PORTFOLIO OF LOWER PRICED LEGACY NON-AGENCY RMBS

+ Take advantage of improving home prices and better borrower performance
= Declining delinquencies

* Upside optionality remains to increasing prepayments as fundamentals improve

NON-AGENCY PORTFOLIO COMPOSITION AS OF DECEMBER 31, 20131

Portfolio Characteristics:

Carning Value ($M) $2.751
Average Purchase Price™ $53.69
Average Coupon 2.3%
Welghted Average Market Price’™
Current Performance:

B0+ Day Delinguencies 31L.7%
Average Credit Enhancement!s) 11.0%
3-Manth CPRH 3.8%




Non-Agency Performance m

TWO HARBORS' LEGACY NON-AGENCY RMBS FOCUSED ON AREAS WITH STRONG
HOUSING RECOVERY METRICS

* Non-Agency RMBS have rallied as the housing market has recovered
* In 2013, the national average housing price appreciation (HPA) was +11.0%'Y
= In predominantly “subprime” areas, HPA exceeded national average by several hundred basis points
— Still potential for appreciation: National HPA is 22% higher than the bottem of the housing market, but still 18% lower than the peak™?

— Analysts project 5% HPA in 2014

VIDEO OF HPA GROWTH BY METROPOLITAN STATISTICAL AREA (MSA)W
. http//ti | /K25injt

DRIVERS OF LEGACY NON-AGENCY PERFORMANCE GOING FORWARD
* Return of borrowers’ equity

= Prepayments: turnover & refinancings

= Lower delinquencies and defaults

* Possible government sponsored refinancing program

i1 Corslogic Home Price Ingex as of December 31, 2013

12} Corelagic Mousing Trend Repan, December 2013 HPM Histary

i3} Credit Suisse research, November 22, 2013

G4 Vidho ulilEes dnta fromm Corclogc Housing Trend Riepodt, wiich ilustrabes HPA growlh by MBA a8 of Decamiber 2003, The wvided & provided 1o illustralon puposes only and IS ral ndcativg of fulune HPA 8
or portiolio perfomonce,




Non-Agency RMBS Remain Attractive 'J

NOMN-AGENCY RMBS PROVIDE ATTRACTIVE YIELDS COMPARED TO OTHER OPPORTUNITIES IN
CREDIT SECTOR

MARKET YIELDS™!

w =Meadian

High Yie
& (¥ield to
z
g CMBS Al High Yield BB
i¥iald to Worst)
—
4
+ CLO AA
o= Subprim +
Seasoncd Mezz
2
Subprime Front
Pay
[4]
B L o b w e & o w bt e @« b o = ] o o =2 =] o =
3] o ] = - - = - [} i 1 [ i ] w o @ Ll ] L] o @
Muodified Duration

1}  Source: Credit Suisse research a8 of January 31, 2014




Non-Agency Outlook u

AFFORDABILITY REMAINS HIGH; CHEAPER TO OWN THAN RENT

+ Current mortgage payment-to-income ratio of 18.3% is 25% below the historical mean from 1990 to 2000 of 24.4%1

* Home price vs. rental cost ratio is low; owning a home is cheaper than rentingif"

Annual Single-Family Home Price-to-Rent Ratio

= Annual Home Price-to-Rent Ratio

N
=== Historical Average / \

| J\
)

S 8P ¥R OES

g

"EPLIELEESLESS P ETESITESEE

Source: Census Bureau, NAR, JBREC, 201304

(1] Corclogic Housing Trend Repod, December 2003 HP Histary 8
(2] WS Housing Analysis and Forecast, John Bums Real Estate Consultng, February 7, 2014




Non-Agency Outlook m

EXPECT PREPAYMENTS TO RISE

* Drivers of higher prepayments include: * Prepayments for Two Harbors' non-Agency RMBS portfolio:
— Refinancings due to low interest rates - 3.8%in 2013
— Better economic growth - 3.2%in 2012
- HPA - 24% in 2011
— Increasing housing turnover from better mobility as * Prepays still well below historic average

employment metrics improve

WE BELIEVE SIGNIFICANT UPSIDE POTENTIAL REMAINS
+ Conservative prepay/default assumptions

* Servicer actions are helping borrowers







Non-Agency RMBS Market u

THE NON-AGENCY RMBS MARKET IS GENERALLY COMPRISED OF FOUR SUB-SECTORS: PRIME, SUB-
PRIME, ALT-A AND OPTION ARM. THESE SECTORS REPRESENT A DIVERSE RANGE OF LOAN AND

BORROWER CHARACTERISTICS.

PRIME LOANS:

«  Borrowers generally have the highest credit worthiness based on a number of different factors, including high borrower credit score, low leverage or
LTV ratio, and comprehensive supporting loan documentation.

+ Do not qualify as conforming loans for Fannie Mae or Freddie Mac due to the loan size of the mortgage.

SUB-PRIME LOANS:

+  Borrowers generally have lower credit worthingss based on a number of factors, including lower borrower credit score, higher LTV ratio and poar
supparting lean documentation.

= Loan size is typically smaller than other types of non-Agency loans.

* Historically were a relatively small segment of the non-Agency market, but issuance rose considerably in the early 2000s as a result of government
initiatives.

*  Have fared poorly as housing values declined and sub-prime delinquencies and defaults have soared above historical averages.

11




Non-Agency RMBS Market (cont.)

THE NON-AGENCY RMBS MARKET IS GENERALLY COMPRISED OF FOUR SUB-SECTORS: PRIME, SUB-
PRIME, ALT-A AND OPTION ARM. THESE SECTORS REPRESENT A DIVERSE RANGE OF LOAN AND
BORROWER CHARACTERISTICS.

ALT-A LOANS:

+  Borrowers typically have strong credit backgrounds, but one or more factors pertaining to underwriting increases the loan's risk profile, such as a
higher LTV ratio or incomplete documentation,

=  Until 2003, Alt-A loans were usually granted to borrowers of prime credit worthiness who could only provide limited documentation.
+  Beginning in 2004, this category of loans began evolving to include riskier loans such as “stated income loans” or *no doc loans.”

+ Risk profile falls between Prime and sub-prime loans,

OPTION ARMS:
*+ Borrowers generally sesking ultimate affordability, as some borrowers could make a payment based on a rate as low as 1%.
* Variable interest rate loans where the mortgage rate is periodically adjusted based on a predefined index plus an incremental spread.

» Option ARMs give the borrower the choice to make a lower payment than that implied by the stated interest rate, while the outstanding loan
balance increases over time by the deferred interest amount plus accrued interest on the outstanding principal,

12
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