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Item 2.02 Results of Operations and Financial Condition

On November 2, 2011, Two Harbors Investment Corp. issued a press release announcing its financial results for the fiscal quarter ended September 30, 2011. A copy of the
press release and the 2011 Third Quarter Earnings Call Presentation are attached hereto as Exhibits 99.1 and 99.2, respectively, and are incorporated herein by reference.

The information in this Current Report, including Exhibits 99.1 and 99.2 attached hereto, is furnished pursuant to Item 2.02 of Form 8-K and shall not be deemed to be “filed”
for any other purpose, including for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. The
information in Item 2.02 of this Current Report, including Exhibits 99.1 and 99.2, shall not be deemed incorporated by reference into any filing of the registrant under the
Securities Act of 1933 or the Exchange Act, whether made before or after the date hereof, regardless of any general incorporation language in such filings (unless the registrant
specifically states that the information or exhibit in this particular Current Report is incorporated by reference).



Item 9.01

(d) Exhibits

Exhibit No.

99.1
99.2

Financial Statements and Exhibits.

Description

Press Release, dated November 2, 2011, issued by Two Harbors Investment Corp. announcing Third Quarter 2011 results.
2011 Third Quarter Earnings Call Presentation.
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TWO HARBORS

Two Harbors Investment Corp. Reports Third Quarter 2011 Financial Results
Strong Underlying Performance of Portfolio Resulting in
Core Earnings of 30.40 per Weighted Share, 16.2% Return on Average Equity

NEW YORK, November 2, 2011 - Two Harbors Investment Corp. (NYSE: TWO; NYSE Amex: TWO.WS), a real estate investment trust that invests in
residential mortgage-backed securities (RMBS), residential mortgage loans and other financial assets, today announced its financial results for the quarter ended
September 30, 2011.

Highlights
» Increased Core Earnings 64.9% on a sequential quarter basis to $51.8 million, or $0.40 per diluted weighted average share.

*  RMBS portfolio generated an aggregate yield of 5.5%, driven by non-Agency portfolio performance of 9.8% in the third quarter of 2011 as compared
to 8.8% in the previous quarter.

* Declared a dividend of $0.40 per common share, or 18.1% annualized dividend yield, based upon September 30, 2011 closing price of $8.83.
»  Completed accretive secondary stock offering in July, which resulted in the issuance of 48.3 million shares for net proceeds of approximately $483.6
million. The deployed proceeds increased the company's investment portfolio to $6.6 billion at September 30, 2011 compared to $4.6 billion at June 30,
2011.
*  Continued development of infrastructure to support asset securitization program.
* Announced Board of Director authorization for a share repurchase program of up to 10 million shares.
"We are pleased with our investment team's performance against a backdrop of volatile market conditions," said Thomas Siering, Two Harbors' President and

Chief Executive Officer. "Our relative portfolio performance this quarter exceeded many indices for the same period and we believe our continued focus on
security selection, thoughtful capital allocation and sophisticated hedging strategies distinguishes Two Harbors from its peers."



Operating Performance

The following table summarizes the company's GAAP and non-GAAP earnings measurements and key metrics for the third quarter of 2011:

Two Harbors Operating Performance

(dollars in thousands, except per share data) Q3-2011 Q3 YTD 2011
Return (Loss) Return (Loss)

Per diluted on average Per diluted on average
Earnings Earnings weighted share equity Earnings  weighted share equity
Core Earnings' $ 51,801 § 0.40 162% $ 97,979 $ 1.16 15.7%
GAAP Net Income $ 54,609 $ 0.42 171% $ 76,002 $ 0.90 12.2%
Adjusted GAAP Earnings® $ 71,259 $ 0.55 223% $ 125,188 $ 1.48 20.0%
Comprehensive (Loss) Income $ (17,964) $ (0.14) (5.6)% $ 27,058 $ 0.32 4.3%
Operating Metrics Q3-2011
Dividend per common share $ 0.40
Book value per diluted share at period end $ 9.30
Operating expenses as a percentage of average equity 0.9%

(1) Core Earnings is a non-GAAP measure that the company defines as GAAP net income, excluding impairment losses, gains or losses on sales of securities and termination of interest rate
swaps, unrealized gains or losses on trading securities, interest rate swaps and swaptions, certain gains or losses on derivative instruments and non-recurring business combination expenses. As
defined, Core Earnings includes interest income associated with the company's inverse interest-only securities ("Agency derivatives") and premium income on credit default swaps.

(2) Adjusted GAAP Earnings is a non-GAAP measure that the company defines as GAAP net income, excluding the unrealized fair value gains and losses associated with the company's interest
rate swaps and swaptions utilized to economically hedge interest rate risk associated with the company's short-term LIBOR-based repurchase agreements and available-for-sale securities.

Earnings Summary,

Two Harbors reported Core Earnings for the quarter ended September 30, 2011 of $51.8 million, or $0.40 per diluted weighted average common share
outstanding, as compared to Core Earnings for the quarter ended June 30, 2011 of $31.4 million, or $0.41 per diluted weighted average common share
outstanding.

In anticipation of the potential release of HARP 2.0 combined with the substantially lower interest rate environment, the company repositioned its Agency
portfolio during the quarter. This resulted in the company selling RMBS for $681.1 million with an amortized cost of $660.4 million for a net realized gain of
$20.7 million, net of tax. The company recognized additional sales of RMBS and U.S. Treasuries for $427.4 million with an amortized cost of $420.3 million
for a net realized gain of $6.7 million, net of tax. In unison with the Agency RMBS portfolio adjustment, the company lowered its cost of financing through the
termination of certain interest rate swap positions and realized a loss of $19.8 million, net of tax. The company recognized other-than-temporary impairment
losses on its non-Agency RMBS securities of $3.4 million, net of tax, and recognized unrealized gains on its U.S. Treasury trading securities of $2.4 million,
net of tax. In addition, the company recognized in earnings an unrealized loss, net of tax, of $16.7 million associated with its interest rate swaps and swaptions
economically hedging its repurchase agreements and an unrealized gain, net of tax, of $4.7 million associated with its interest rate swaps economically hedging
its trading securities and TBA contracts. The third quarter 2011 results also included net gains on other derivative instruments of approximately $8.1 million,
net of tax, including $14.3 million of net unrealized gains on inverse interest-only securities, TBA contracts and credit default swaps.

The company reported GAAP Net Income of $54.6 million, or $0.42 per diluted weighted average share outstanding, for the quarter ended September 30, 2011,
as compared to GAAP Net Loss of approximately $1.0



million, or negative $0.01 per diluted weighted average share outstanding, for the quarter ended June 30, 2011. This increase in GAAP Net Income, from a
quarter ago, is primarily due to strong underlying RMBS performance and favorable hedging gains on TBAs, credit default swaps and U.S. Treasuries
combined with higher prior quarter valuation deterioration in the company's swap and swaption hedges, which are recognized in the GAAP income statement.
On a GAAP basis, the company earned an annualized return on average equity of 17.1% for the quarter ended September 30, 2011 and negative 0.5% for the
quarter ended June 30, 2011.

Two Harbors reported Adjusted GAAP Earnings for the quarter ended September 30, 2011 of $71.3 million, or $0.55 per diluted weighted average common
share outstanding, as compared to Adjusted GAAP Earnings for the quarter ended June 30, 2011 of $36.1 million, or $0.47 per diluted weighted average
common share outstanding. Included in Adjusted GAAP are unrealized gains on other derivative hedging activity associated with inverse interest-only
securities, TBA contracts and credit default swaps. On an Adjusted GAAP Earnings basis, the company recognized an annualized return on average equity of
22.3% and 18.7% for the comparative periods.

The company reported a Comprehensive Loss of $18.0 million, or negative $0.14 per diluted weighted average share outstanding, for the quarter ended
September 30, 2011, as compared to Comprehensive Income of $13.5 million, or $0.18 per diluted weighted average share outstanding, for the quarter ended
June 30, 2011. The third quarter 2011 was negatively impacted by a net unrealized fair value loss of $89.1 million on the company's non-Agency portfolio. The
company records unrealized fair value gains and losses for RMBS, classified as available-for-sale, as Other Comprehensive Income in the Statement of
Stockholders' Equity. On a Comprehensive Income basis, the company recognized an annualized loss on average equity of 5.6% and a return of 7.0% for the
quarters ended September 30, 2011 and June 30, 2011, respectively.

Other Key Metrics
Two Harbors declared a quarterly dividend of $0.40 per common share for the quarter ended September 30, 2011. The annualized dividend yield on the
company's common stock for the quarter ended September 30, 2011, based on the September 30, 2011 closing price of $8.83, was 18.1%.

The company's book value per diluted share, after giving effect to the third quarter 2011 dividend of $0.40, was $9.30 as of September 30, 2011, compared to
$9.73 as of June 30, 2011. The company's book value for the third quarter 2011 was significantly impacted by valuation losses as described above on its non-
Agency portfolio.

Other operating expenses for the third quarter of 2011 were approximately $2.9 million, or 0.9% of average equity, compared to approximately $2.2 million, or
1.1%, for the second quarter of 2011.

Portfolio Summary

"Our portfolio increased nearly sevenfold from a year ago due to the secondary offerings we completed over the last year,” said Bill Roth, Two Harbors' Co-
Chief Investment Officer. "We continued our opportunistic approach in deploying capital, and are pleased with the expansion of our net interest margin as a
result of strong performance on both Agency and non-Agency strategies."

For the quarter ended September 30, 2011, the annualized yield on average RMBS and Agency derivatives was 5.5% and the annualized cost of funds on the
average borrowings, which includes net interest rate spread expense on interest rate swaps, was 1.3%. This resulted in a net interest rate spread of 4.2%, up
from 4.1% in the prior quarter. The company reported debt-to-equity, defined as total borrowings to fund RMBS and Agency derivatives divided by total equity,
0f4.4:1.0 and 4.2:1.0 at September 30, 2011 and June 30, 2011, respectively.

The company's portfolio is principally composed of RMBS available-for-sale securities and Agency derivatives. As of September 30, 2011, the total value of
the portfolio was $6.6 billion, of which approximately $5.3 billion was Agency RMBS and derivatives and $1.3 billion was non-Agency RMBS. As of
September 30, 2011, fixed-rate securities composed 78.0% of the company's portfolio and adjustable-rate securities composed 22.0% of the
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company's portfolio. In addition, the company held $1.5 billion of U.S. Treasuries classified on its balance sheet as trading securities.

Two Harbors was a party to interest rate swaps and swaptions as of September 30, 2011 with an aggregate notional amount of $8.2 billion, of which $6.1 billion
was utilized to economically hedge interest rate risk associated with the company's short-term LIBOR-based repurchase agreements.

The following table summarizes the company's portfolio:

Two Harbors Portfolio

(dollars in thousands, except per share data)

RMBS and Agency Derivatives Portfolio Composition

As of September 30, 2011

Agency Bonds
Fixed Rate Bonds
Hybrid ARMs
Total Agency
Agency Derivatives
Non-Agency Bonds
Senior Bonds
Mezzanine Bonds

Total Non-Agency

Aggregate Portfolio

Fixed-rate investment securities as a percentage of aggregate portfolio

Adjustable-rate investment securities as a percentage of aggregate portfolio

Portfolio Metrics

4,917,465 74.8%
239,229 3.6%
5,156,694 78.4%
160,473 2.5%
994,383 15.1%
261,318 4.0%
1,256,201 19.1%
6,573,368
78.0%
22.0%
For the Quarter Ended

September 30, 2011

Annualized yield on average RMBS and Agency derivatives during the quarter

Agency

Non-Agency

Aggregate Portfolio

Annualized cost of funds on average repurchase balance during the quarter!
Annualized interest rate spread for aggregate portfolio during the quarter
Weighted average cost basis of principal and interest securities

Agency

Non-Agency
Weighted average three month CPR for its RMBS portfolio

Agency

Non-Agency
Debt-to-equity ratio at period-end?

(1) Cost of funds includes interest spread expense associated with the portfolio's interest rate swaps.

(2) Defined as total borrowings to fund RMBS and Agency derivatives divided by total equity.

4.3%
9.8%
5.5%
1.3%
4.2%

106.28
55.79

5.0%
2.4%
4.4

RMBS Agency securities owned by the company at period end experienced a three-month average Constant Prepayment Rate (CPR) of 5.0% during the second
and third quarters of 2011. Including Agency inverse interest-only derivatives, the company experienced a three-month average CPR of 5.5% during the third

quarter of 2011, as



compared to 5.3% during the second quarter of 2011. The weighted average cost basis of the Agency portfolio was 106.3% of par as of September 30, 2011 and
105.1% of par as of June 30, 2011. The net premium amortization was $15.1 million and $9.3 million for the quarters ended September 30, 2011 and June 30,
2011, respectively.

Non-Agency securities owned by the company at September 30, 2011 experienced a three-month average CPR of 2.4% during the third quarter of 2011 as
compared to 3.0% during the second quarter of 2011. The weighted average cost basis of the non-Agency portfolio was 55.8% of par as of September 30, 2011
and 59.3% of par as of June 30, 2011. The discount accretion was $19.9 million and $7.0 million for the quarters ended September 30, 2011 and June 30, 2011,
respectively. The total net discount remaining was $1.3 billion and $0.7 billion as of September 30, 2011 and June 30, 2011, respectively.

Share Repurchase Plan Announced

On October 5, 2011, the company announced that its Board of Directors authorized the company to repurchase up to 10 million shares of its common stock. The
shares may be repurchased from time to time through privately negotiated transactions or open market transactions, or by any combination of such methods.

Conference Call

Two Harbors Investment Corp. will host a conference call on November 3, 2011 at 9:00 a.m. EDT to discuss third quarter 2011 financial results and related
information. To participate in the teleconference, please call toll-free 877-868-1835 (or 914-495-8581 for international callers) approximately 10 minutes prior
to the above start time. You may also listen to the teleconference live via the Internet on the company's website at www.twoharborsinvestment.com in the
Investor Relations section under the Events and Presentations link. For those unable to attend, a telephone playback will be available beginning at 12 p.m. EDT
on November 3, 2011 through 9 p.m. EDT on November 10, 2011. The playback can be accessed by calling 855-859-2056 (or 404-537-3406 for international
callers) and providing Confirmation Code 19735201. The call will also be archived on the company's website in the Investor Relations section under the Events
and Presentations link.

About Two Harbors Investment Corp.

Two Harbors Investment Corp., a Maryland corporation, is a real estate investment trust that invests in residential mortgage-backed securities, residential
mortgage loans and other financial assets. Two Harbors is headquartered in Minnetonka, Minnesota, and is externally managed and advised by PRCM Advisers,
LLC, a wholly-owned subsidiary of Pine River Capital Management L.P. Additional information is available at www.twoharborsinvestment.com.

Forward-Looking Statements

This press release 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,” “intend,”
“plan,” “may,” “will,” “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. 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 the company's RMBS, the rates of default or decreased recovery on the mortgages underlying its non-Agency securities, failure to
recover certain losses that are expected to be temporary, changes in interest rates or the availability of financing, the impact of new legislation or regulatory
changes on its operations, the impact of any deficiencies in the servicing or foreclosure practices of third parties and related delays in the foreclosure process,
the impact of new or modified government
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mortgage refinance or principal reduction programs, and unanticipated changes in overall market and economic conditions.

Readers are cautioned not to place undue reliance upon any forward-looking statements, which speak only as 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
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 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 cautionary statements
above.

Non-GAAP Financial Measures

In addition to disclosing financial results calculated in accordance with United States generally accepted accounting principles (GAAP), this press release and
the accompanying investor presentation present non-GAAP financial measures that exclude certain items. Two Harbors' management believes that these non-
GAAP measures enable it to perform meaningful comparisons of past, present and future results of the company's core business operations, and uses these
measures to gain a comparative understanding of the company's operating performance and business trends. The non-GAAP financial measures presented by
the company represent supplemental information to assist investors in analyzing the results of Two Harbors' operations; however, as these measures are not in
accordance with GAAP, they should not be considered a substitute for, or superior to, the financial measures calculated in accordance with GAAP. Our GAAP
financial results and the reconciliations from these results should be carefully evaluated. See the GAAP to Non-GAAP reconciliation table on page 9 of this
release.

Additional Information

Stockholders and warrant holders of Two Harbors, and other interested persons, may find additional information regarding the company at the SEC's Internet
site at www.sec.gov or by directing requests to: Two Harbors Investment Corp., Attn: Investor Relations, 601 Carlson Parkway, Suite 150, Minnetonka, MN
55305, telephone 612-629-2500.

Contact
Christine Battist, Investor Relations, Two Harbors Investment Corp., 612-629-2507.

###



ASSETS
Available-for-sale securities, at fair value
Trading securities, at fair value
Cash and cash equivalents
Total earning assets
Restricted cash
Accrued interest receivable
Due from counterparties
Derivative assets, at fair value
Other assets

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Repurchase agreements
Derivative liabilities, at fair value
Accrued interest payable
Due to counterparties
Accrued expenses and other liabilities
Dividends payable
Other liabilities
Total Liabilities

Stockholders' Equity

TWO HARBORS INVESTMENT CORP.
CONDENSED CONSOLIDATED BALANCE SHEETS

(dollars in thousands, except per share data)

Preferred stock, par value $0.01 per share; 50,000,000 shares authorized; no shares issued

and outstanding

Common stock, par value $0.01 per share; 450,000,000 shares authorized and 140,586,736

and 40,501,212 shares issued and outstanding, respectively

Additional paid-in capital
Accumulated other comprehensive income
Cumulative earnings
Cumulative distributions to stockholders
Total stockholders' equity

Total Liabilities and Stockholders' Equity

September 30, 2011 December 31, 2010
(unaudited)

$ 6,412,895 $ 1,354,405
1,526,330 199,523

409,947 163,900

8,349,172 1,717,828

164,276 22,548

25,510 5,383

33,918 12,304

245314 38,109

619 1,260

$ 8,818,809 $ 1,797,432
$ 7,300,613 $ 1,169,803
46,182 158

5,442 785

90,880 231,724

7,747 2,063

56,235 10,450

4,579 1

7,511,678 1,414,984

1,406 405

1,372,944 366,974

(26,325) 22,619

106,022 30,020
(146,916) (37,570)

1,307,131 382,448

N 8,818,809 $ 1,797,432




TWO HARBORS INVESTMENT CORP.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(dollars in thousands, except per share data)

Interest income:
Available-for-sale securities
Trading securities
Cash and cash equivalents

Total interest income

Interest expense

Net interest income

Other-than-temporary impairments:

Total other-than-temporary impairments losses

Non-credit portion of loss recognized in other comprehensive income
(loss)

Net other-than-temporary credit impairment losses
Other income:
Gain on investment securities, net
Loss on interest rate swap and swaption agreements
Gain on other derivative instruments
Total other income (loss)
Expenses:
Management fees
Other operating expenses
Total expenses
Net income before income taxes
Income tax (expense) benefit

Net income attributable to common stockholders

Net income available per share to common stockholders:

Basic and Diluted

Weighted average shares outstanding:

Basic and Diluted

Comprehensive (loss) income:

Net income
Other comprehensive (loss) income
Net unrealized (loss) gain on available-for-sale securities
Other comprehensive (loss) income

Comprehensive (loss) income

(UNAUDITED)

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

$ 65919 § 11,823 § 125413 § 27,064
1,706 15 2,783 15

114 27 241 70

67,739 11,865 128,437 27,149

7,218 1,395 13,580 2,771

60,521 10,470 114,857 24,372

(3,371) — (3,665) —

(3,371) — (3,665) —

31,432 2,577 36,159 4,608
(39,311) (4,436) (88,180) (10,037)

22,361 3,098 37,474 4,197
14,482 1,239 (14,547) (1,232)

4,785 862 9,063 2,068

2,850 1,213 6,516 3,332

7,635 2,075 15,579 5,400

63,997 9,634 81,066 17,740

(9,388) 246 (5,064) 1,555

$ 54,609 $ 9,880 § 76,002 $ 19,295
N 042 § 038 § 090 §$ 0.93
130,607,566 26,126,212 84,751,854 20,691,461

$ 54,609 $ 9,880 $ 76,002 $ 19,295

(72,573) 14,229 (48,944) 17,001

(72,573) 14,229 (48,944) 17,001

$ (17,964) $ 24,109 $ 27,058 $ 36,296




TWO HARBORS INVESTMENT CORP.

RECONCILIATION OF GAAP TO NON-GAAP FINANCIAL INFORMATION
(UNAUDITED)

(dollars in thousands, except per share data)

Three Months Ended

Nine Months Ended

Reconciliation of net income attributable to common stockholders

to Core Earnings:

Net income attributable to common stockholders

Adjustments for non-core earnings:
Gain on sale of securities, net of tax
Other-than-temporary impairment loss

Unrealized gain on trading securities, net of tax

Unrealized loss, net of tax, on interest rate swap and swaptions
economically hedging repurchase agreements and available-for-sale
securities

Unrealized gain, net of tax, on interest rate swaps economically hedging
trading securities and TBA contracts

Realized loss on termination of swaps, net of tax

Gain on other derivative instruments, net of tax

Core Earnings

Weighted average shares outstanding - basic and diluted

Core Earnings per weighted average share outstanding - basic and diluted ~ $

Reconciliation of net income attributable to common stockholders

to Adjusted GAAP Earnings:

Net gain income attributable to common stockholders $

Adjustments to GAAP Net Income:

Unrealized loss, net of tax, on interest rate swap and swaptions
economically hedging repurchase agreements and available-for-
sale securities

Adjusted GAAP Earnings $

Weighted average shares outstanding - basic and diluted

Adjusted GAAP Earnings per weighted avg. share outstanding - basic
and diluted

September 30, September 30,

2011 2010 2011 2010

54,609 9,880 76,002 19,295
(27.422) (2,494) (29,584) (4,525)
3,371 — 3,665 —
(2,422) — (3,953) —
16,650 361 49,186 3,795
(4,686) — (3,429) —
19,834 2,486 19,983 2,486
(8,133) (1,213) (13,891) (1,765)
51,801 9,020 97,979 19,286
130,607,566 26,126,212 84,751,854 20,691,461
0.40 035 § 1.16 0.93
Three Months Ended Nine Months Ended
September 30, September 30,

2011 2010 2011 2010
54,609 9,830 § 76,002 19,295
16,650 361 49,186 3,795
71,259 10,241 $ 125,188 23,090

130,607,566 26,126,212 84,751,854 20,691,461
0.55 039 § 1.48 1.12






Safe Harbor Statement

Forward-Looking Statements

This presentation incdudes “forward-locking statements” within the meaning of the safe harbor prowvisions of the
United States Private Securities Litipation Reform Act of 1995, Actual results may differ from expectations,
estimates and projections and, consequently, readers should not rely on these forward-looking statements 43
predictions of future events. Words such as “expect,” “target,” “assume,” “estimate,” “project” “budget,”
“forecast,” “anticipate,” “intend,” “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. Factors that could cause actual results to differ include, butare notlimited to, higher than
expected operating costs, changes in prepaymentspeeds of mortgages underying our RIVBS, the rates of defaultor
decreased recovery on the mortgages underlying our non-Agency securities, failure to recover certain losses thatare
expected to be temporary, changes in interest rates or the avalability of financing, the impact of new legislation or
regulatory changes on our operations, theimpact of any deficiencies i the servicing or foreclosure practices of third
parties and related delays in the foreclosure process, themmpact of new or modified government mortpage refinance
or principal reduction programs, and unanticipated changes in overall market and economic conditions.

Readers are cautioned not to place undue reliance upon any forward-looking statements, which speak onlyas of the
datemade. Two Harbors does notundertake or accept any obligation to release publicly any updates or revisions to
any forward-looking statementto reflect any change in its expectations or any changs in events, conditions or
circumstances on which any such statement s based. Additional information concerning theseand other risk
factors is contained in T'wo Harbors” most recent filings with the Securities and Exchange Commission. All
subsequentwritten 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 cautionary statements
above.
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Strong Underlying Performance Despite
Macro Environment

T Harbors® Performance
Strong underlying performance of portfolio
Managed portfolio well, despite macro conditions

Completed an accretive secondary stock offering of 48.3 million shares for net proceeds of

approximately §484 million
Macro Events Created Uncertainty
Ongoing European and .5, debt crisis
S&P downgrade to 1.5, credit rating
Fed’s pledge to keep interest rates near zero until 2013

Operation Twist

TWO HARBIHRS



Securitization Program On-Track

We are continuing to make progress on our securitization program in partnership with Barclays.
We believe the securitization program:
Frowides business diversification; and
Lewerages our strength of credit expertise.
At this time, we:
Continue to build out infrastructure; and
Gain traction on signing up originators.

We don’t expect the securitization program will have a material impact on our 2011 results.

TWO HARBIHRS



SEC Concept Release Update

On August 31, 2011, the SEC issued a Concept Release regarding the application of the
Investment Company Act of 1940 to mortgage REITSz, such as Two Harbors. Among the
matters the SEC intends to review is the scope of the exemption that applies to such REIT:
under section 3{c)(5)(C) of the 1940 Investment Company Act.

We plan to submit a response to the SEC by the November 7% deadline.

Although it has created some uncertainty, we anticipate that it will take time for this matter to play

out.

o
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Fiancial Summary

* Core Earnings! increased by §20 million on 2

sequential basis to $52 million, or §0.40 per

weighted average share.

i

— Repositioned portfolio in response to s
) 10000
market environment

Q3010 QM40 Q1201 QZIOM  QEI0M1

— Higher asset baze due to secondary [ Com Emuings 1) — ComErS

offerings -
djusted GAAP Earnings?

* Achieved Adjusted GAAP Earnings? of
$0.55 per diluted weighted share, or 22%
ROAE?, reflecting Core Earnings
performance and unrealized gains on

hedging,
QB0 Q400 Q1011 QIO Qo
AR ed GAAP (JK) % Adpucted GAAP EPS
) Core Earviings is 2 morr G AAT mems that the ¢ orpary defies 15 GALE e lnding § Tosses, 241w oF lomes oaisdles of securities a1 TRt on of frderest 1 e 3 LS,
Tarealiz dgaits or Losses on ha ding semities, interest rate sEApS ANASEA pHONS, Certiingairs or Losses on derivati and; . &5 defired,
Core Famnings includes iemst ted with panys imerse i fries (“Agency [[O detivatives™) andpremiunincome oncredit defiultsuaps

@  Adjwied GAAF Farnings is a non-GAAF messwe that the conpary defines s & AP netincome, e luding the murelized fairvalue gaim and loses as ociate dwith the congazys Siermst
Tate svaps and svaptions wilized to ec onowically he deinterest 12 te vk ass soiated with the cowpany's short-termLIE OF. based repmchase a gresments and avalable-for-saleseanities
TWOHARBORS (@) “F.0AE™means FeNIH onaven e eyuity




Operating Performance
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! s 000 4
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B Bock Valee por Shan:

Q32010 Q42010 QL2011 Q22011 Q32011
BN Camprhensive Incame (Lass) {$K)
i~ Camprehensive Tnoome (Lass) BOAE. (%)

fos0 2% 20w 19%
$040 20% |
$030 15% | 11% on
$0.20 10% |
jo10 05% -
00%
Q32010 Q42010 QL2011 Q22011 Q32011 Q32010 Q42010 QL1204 Q22011 Q32011
" Tividend per S ~—— Dibvidand Yaald (%) —— Fxpemres as % of Awerspe Equaty

() 2011 dividendsmaynotbe indiative of funzre dividend diswibutions. 'The ¢ orpary dtirately ditrbutes dividends based on ifs bk inc ome percommonshaze, not G AAF
eammings The arenalized dividendyield on the ¢ orparsys cormmmon stock is cakeulate dbased om the closingprios ofthe lasttra ding dayof the e

-
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Market and Portfolio Summary

Portlolio Highlights

" Foamsed on non-Agency sector for July capital raise
—bonds purchased havean anticipated yeld around
10%

= Maintain opportunistic stance towards non-Agency
sector

" Fepositioned Agency portfolio for additional
prepayment protection low interest rate
environment and in anticipation of potential
government refinance actions

Annualized Yields by Portfolio!

114%

Q32010 Q42010 QL0111 QRIM1 Q33011
Ay RABS I Non Apency RMBS
—8— Aggregee Poctfilio

NetInterest Spread? Benchmark Indices?

Theze Months Ended Septemberd0, 2011 June 30,2011

Mon-  Bepresate Mon-  Agsregate
Mgency Agency Portfolio  Agency  Asency  Portfolio

Ansrmalized Vield 43%  98%  55% 4% 88%  54%
C st of rapuechase

armements (030 (21%)  (06%) 03 (20%)  ([05%)
C ost of intetestrate
sunps 084 - 0% [0.9%) {0.8%)

Cost of financing (1% A% {1.3%) (1.2%%) (2005 {1.3%)

Metintemstspeead 329  T7%  (#2%) _ 5.5%  68%  (4%)

Sector Q3-2011

genoy Strategy: Bawolays US MBS Fired Fate (3.19)
Indescvs, 4year swaps at 61 leveraze

Ceadit: High Vield 16 (9.8
Cradit: ABY 06-2 AAA (13.9%%)
Equity: SPX (143%)

Two Harbors® Total Equity Return (0.3%)

() Respective yields inchleTT s ace ounted for as deriva ties

Sewce for benchnmrk indices: Bloombers, Two Harbow” total retien represents the sun of the clange inbock value dining the quarter and the dividend declared divided bythe

beginming bock value

8

@) Metinmerestspread inehides ITOS aonouns dfaras devba tires, cost of finameing RLIES andsuap intaest s tespre d
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RMBS Porttolio Composition

As of Seprember 30, 2011 Agency: Vintage & Prepaymem Protection Q22011 Q3-2011
$6.6B RMBS Postfolic T i i
4 Millions ez loan balances " J
GNMAHECM pools 18%, 18%,
Hybeid ARMs Lmplicto o, 1somed (2005 end prioy vintaes 14% 10%
Eaplicit P =
Mezzanine $239 Frali —=
$a61 payment | Prpayment protected &% &%
Frotection]
Seniox 30-Year Fixed High LTV 4% r
$995 $2,774
2006 & subsequent vintazes — Discownt 16% 3
105 and 1105 o
$251 (=0 3006 & subsequent vintsges — Prermmium and [0 % £
Otther-Fired —
$339
HECM Non-Agency: Loan Type Q2-2011 Q3-2011
o Pkt Sub-Prime 55 75
$786 i 3 ’
Option-ARM 32 18%
B Airency Bonds$5.3B Non-Ageney Bonds$1.3B A 1% -
Prire 2% 1%
I ities (1057 andII0s foras of $133 millicn as ofTume 30, 2011 and $160 milionas of Septerber30, 2011
) Secwities colatenlize d by loars of less thanor eqalto $175K
@) Secwities collaterlized by loars with preaterthan o equalto 20% loan-to-valie 9
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Key Portfolio Metrics

" Continueto realize low and stable CPRs

" Decreased non-Agency weighted average cost basis

from $59.3 to §55.8
= Tarpeted debt-to-equity ratios:
— Apency 6-Tx

— Non-Agency 1.0-1.5x

Portfolio Merrics Q2-2011 Q3-2011

Ageroy Weighted average 3-month CFR 5.0% 50%
Weighted sveraze cost basis $105.1 $106.3

Hon-Agency Weighted average 3-month CPR 3.0% 4%
Weightad sverage cost basis $59.3 $55.5

Change in equity vahe for +/-100bps change in 6.T% 43%

inrbese st rates?

Debt-to-Equity” 42x At

" Mamntained low interest rate exposure
" Averapge pay rate on swaps of only 1.017%

= Optional protection still in place - greatly reduced
premium at risk

Financing

= Maturities over 90 days represented 36% of total
EMBS borrowings

= Increased interest rate swap — .S Treasuries
position to §1 5 billion to hedge funding costs

ofthe p chay

o] T
©  Debitoequityis definedas tota] bezrowings t

I for-+/-100bps clange in intersst rates Change inequityvalue is portiolio valuechangea djsted forle
o fimdRMES securities and Agencyl1< derivatives divided bytorlequity 1fthe open ta de positions had setledas of]meJU,E.UI’i,D

e debi-to-equity rtio as define 4 would have incvase dfromd.2:1.0 to approxinmtel 4,510,
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Interest Rate Hedging Strategy

Hedging secks to preserve book value in the event of significant interest rate movements

Agency — hedge interest rate exposure. Hedging tools include interest rate swaps, swaptions,

TB#s, I0s and [10s.

IMNon-Agency — credit performance exposure. Interest rate hedging i1s not used on the non-figency

boock
Swaptions provide “optional protection™
A swaption 1s an option to enter into an interest rate swap
More hedged when interest rates rise, less hedged when rates fall

Loss is limited to the cost of purchasing the swaption

11
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Non-Agency Opportunity

Cheap Asset Class Both on Absolute and Relative Basis

$105 SPX: 39% ( $1,600
- $1400
A
S $1,200
i
E 1,000 &
&
P $800
2
$600
: $400
& & &
& ¢
= Double-digitloss adjusted yields ® Underlyingloan performance improving
® Assumptions continue to bedraconian ®  Servicers’action to ultimately benefit bond holders

= Technicals cutweigh fundamentals

{l) ABE indexrepmsrnts ADK 063 AAL

12
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Operating Performance

Operating Performance Core Realized  Unrealized Qi-z011 Core Bealized  Unrealized Q32011
(I milliors, encept forpershaz ammnmts) Enmings Gains MTM  Financials Eamings Gains MTM  Finncials
Interestincome H w8 3 - % - 3 408 E] [ - 3 -8 [
Interestexpeine b - - a9 72 - - 72
INetinterest income W8 - - 69 605 - - 0.5
et other-thartemponryimp iment loses - - [k} uk} - - o4 o4
Gain onsak of imestment secites, net - 13 19 iz - 277 a7 34
Bt Buss I e TS b s ok R O L] ) ] Q) B3] 8] (e )
Gain (loss] on other deriative irstrumerns (5] k) a9 03 0 11 143 224
Totl other inc ome L] fuk} (] Q18 (i} 110 42 145
hana gemern fies B Other npeTing expernes 40 - - 49 5 - - 5
etingome (loss) hefore e ome mxes 14 k) Qe 5.1 LT 110 14 640
Ineome mx erpense) herefit - 03 43 L1 0 Ly B84 L)
Nerimcome (lozs) ] s % w35 (3L % Lo % LS 45 § 0 % 546
Easic and dilute d weighted average EFS 3 oH § pog o4 4 o1 H o403 007 oos % 042
Supplemenmaldam
Unrealived gaive / losses) onietest rate suaps andsvaptions 3 @10 3 RNy
Income Bevefit [Expansd) a9 36

% (B3T1) $  (166)

Total
7 | () 'Third Qurter2011loss on intersst ra te suap ageerrerts of 8.3 rillion irchades $0.5 million in irterest costs for suaps 255 ociatedwith 1.5, Treaswies and TBA cortracts
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Change 1n Stockholders” Equity

Change in Stockholders’ Equity
(Inraillions, exeept for per share anounts)

Beginning stockhalders equity
Mt proceeds from cormann stock isnnse
GAAP Net Inzone:

Cote Eaenings, net of tox bensfit of $0.3 saillicn

FRealived gains and losses, net of tax expenise of $1.2 million

Ussealized rnad-to-rnaket zaing and losses, net of taw espense of $8.5 sillion
Crthies Cosmpeshansive Tnoowe (Loss), st of tu
Diiidend declaratinn
Cither

Ending stockholders’ equity

Q2-2011 Book

Q3-2011 Book

Q22011  Value per Share Q3-2011  Vahe per Share
BookVahie  (dilured basis)! BookVale  (dihmed basis)!
6856 § 990§ BIT6 $ 973

2353 0.08 4837 0.10

314 0.34 518 037

0.5 001y 98 007

(319) 034 7.0y {005

145 0.16 (72.6) 0.52)

(35.9) 040 (5.3 (040

0.1 d 5 g

597.6 $ 9.73 1,307.1 $ 9.30

() Dilwedshares outstanding atend of perindare wed as the denorirator for the change in bock value per share calodation [fthe open trade positions hadsettle das of Ture 30,
2011, the debtto-equity ratio,as defired, would have incrase d from 4210 to approxinately 45:10.
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Porttolio Metrics

Portfolio Yields and Metrics Agency RMBS CPR

At At
Realized [, 39, Realized  s5qp0 3,
Portfolio Yield Q2-2011 2011 Q32011 20m oo o
250% |
Asmualize d yield! 5 287 5.5% 47 0% |
150% |
Agancy 47 3.9% 43% 340
100%
Non-Agency 880 9z 98% 96% 50%
o
Cost of finarsing? 13% 13% 13% 13% Qw0 Qim0 QL gz QL
Met inteeest spezad 21% 3.5% 22% 34 B Agancy RMES CPR
Portfolio Metrics Q221 Q3201
Agency Weighted averaze S-month CPR 50% 50%
300%
Weightsd sverze sost basis $105.1 $1083 250%
N Weighted 3-enonth CPR 3.0% 24
y o § 2,
o Agpncy ighted average 3-mom 3 3 |
Weighted sverage cost basis $59.3 $553 100% -
50% -
Change in equity vehue o +/- 100bps change in 6T 43% o | 4 e
inntesest rates®
Q3010 Q4010 QLM Q20U QAL
Debit-to-Equity 42x 4% ¥ Hon- Agency RMBS CPR
0 fremalizedyidd impact of I1 d for as derbati i on 1105 s $6.2 millionand$8 2 million for the secord and third grarter of 2011, contributing
ana 6% and 0.4% in q i
@  Costof firancing RMES includes imewst spiead experse 2ss ocia dwith the poetfelio’s itevest rate swaps of$6.4 millon and 478 million for the sec ondand hird quarters of20 J,h.
respectively [ntersstspread experse inceased ¢ o5t of firancing EMES by 0.8% and 0.7% for nd thind quarter of2011, respecti o
® R range ofthe p chargs inequity vake for+/ - 100bps changein interest sates, Change inequty vabe is portfolio vake changs 2 djited forle

Debt-to-cquity is defimedas toml borvowings to i ARMES semuities and AgencyTTO derkaties divided bytonlequing If the openna & positiors ha dsertled 15 ofme 30, 2011,

“
L ] the debt-to-equity ratie, 25 define d would have ineresse d fromd 210 to approxinately 4.5:1.0




Financing and Hedging Strategy

nierest

Seprember3d, 2011

Repurchase Agreements:

September3d, 2111 peyresnt

BMBS and Agency Derivatives’ Amount($M) (%)
Notional Average Average Average
Swaps Amounts Frced Pay Receive Maturmy Within 30 days $1,582 3T
Maturities (353 Rate Rate (Years)
30 to 59 days 1,308 23
2012 25,000 0.868% 0.295% 133
60 ro &9 days &G04 14%
2013 1,275,000 0.795% 0.292% 183
90 to 119 days 678 12%
2014 1,275,000 0&70% 0.355% 2497
Ower 120 days 1,399 24
2015 820,000 1.575% 0.299% 337
5,771
2016 240,000 2.156% 0.276% 457
3,655,000 1017% 0.315% 237
Int
September30, 2011
O ption Undedying Swap
Cost FairVahie Average Months Neotional Average Fixed  Average Receive Average Texm
Swaption Expiraton {$K) ($K) 10 Expiration Amount ($K) Pay Rate Rate (Years)
Payer =6 Months  §10,511 J97 530 575,000 3.18% 3MLibor 485
Payet ZéMonths 14,646 2,749 11.65 1,875,000 3.09% 3M Libox 404
Total Payer 925,157 §2.840 11.60 2,450,000 311% 3M Libor 4.18
() Motiomalamows do notinchude $12 billion of notioralintewst rate suaps o and$0.3 billion of notioral interest rate suaps to he dge
mortgage basis widering in ¢ cebination with TEA ¢ crtracts
@ Doesnotinchders i d by TT.3. Treastwvies of 1.3 billionas of Septenberd0, 2011, 17
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Agency Securities

50-Year Mostzages
=4.5%
5.0-6.0%

=6.5%

15-Year Mostzazes
=4.0%

=45

HECM Paals
Hybrid ARMs
Othet-Fixed

105 and I1Ost

Market Value % of Agency Amortized Cost Weighted Average Weighted Averge
Par Value ($K) (5K) Pordolio Basiz (§K) Cost Age (Momnths)
b 1,360,328 § 1,448,336 27.3% § 1,445,039 4.2% 8
1,087,362 1,187,283 22.3% 1,177,874 544 25
122,013 138,721 2.6%, 137,987 7.2% 108
3 2,569,703 § 2,774,340 522% 5 2,760,900 4.9%% 21
$ 744,587 § 772,566 14.5% § 736,391 3.3% 11
11,894 13,718 0.3% 13,328 G.9% 127
$ 756,481 § 786,284 14.8% § 749,717 3.3% 13
§ 848,028 § 927,754 17.4% § 914,597 4.8% 4
223,999 239,229 4.5% 235,747 4.1% 85
306,736 338,913 6.4% 526,586 5.0% 50
2,321,563 250,648 4.7% 275,108 5.3% G5
Toml § 7,026,510 % 5,317,108 100.0% 5,262,655 4.68% 23
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) Iosand AgencyTlO derivatives of $138 million as ofJune 30, 2011 and $160 million as of Septerdberd, 2011



