Glossary of Terms
A
Adjustable-Rate Loan / Security
A loan / security on which interest rates are adjusted at regular intervals according to predetermined
criteria. An ARM’s interest rate is tied to an objective, published interest rate index.
Agency
Refers to a federally chartered corporation, such as the Federal National Mortgage Association, or the
Federal Home Loan Mortgage Corporation, or an agency of the U.S. Government, such as the
Government National Mortgage Association.
Agency Debentures
Debt issued by a federal agency or a government-sponsored enterprise (GSE) for financing purposes.
These types of debentures are not backed by collateral, but by the integrity and credit-worthiness of the
issuer. Agency debentures issued by a GSE are backed only by that GSE's ability to pay. The callable
feature allows the Agency to repay the bond prior to maturity.
Agency Mortgage-Backed Securities
Refers to residential mortgage-backed securities that are issued or guaranteed by an Agency.
Amortization
Liquidation of a debt through installment payments. Amortization also refers to the process of
systematically reducing a recognized asset or liability (e.g., a purchase premium or discount for a debt
security) with an offset to earnings.
Average Life
On a mortgage-backed security, the average time to receipt of each dollar of principal, weighted by the
amount of each principal prepayment, based on prepayment assumptions.

B
Basis Point (BPs)
One hundredth of one percent, used in expressing differences in interest rates. One basis point is 0.01%
of yield. For example, a bond’s yield that changed from 3.00% to 3.50% would be said to have moved 50
basis points.
Benchmark
A bond or an index referencing a basket of bonds whose terms are used for comparison with other bonds
of similar maturity. The global financial market typically looks to U.S. Treasury securities as benchmarks.
Beneficial Owner
One who benefits from owning a security, even if the security’s title of ownership is in the name of a
broker or bank.
B-Note
Subordinate mortgage notes and/or subordinate mortgage loan participations.
B-Piece
The most subordinate commercial mortgage-backed security bond class.

Board
Refers to the board of directors of Annaly.
Bond
The written evidence of debt, bearing a stated rate or stated rates of interest, or stating a formula for
determining that rate, and maturing on a date certain, on which date and upon presentation a fixed sum
of money plus interest (usually represented by interest coupons attached to the bond) is payable to the
holder or owner. Bonds are long-term securities with an original maturity of greater than one year. For
purposes of computations tied in to “per bond,” a $1,000 increment of an issue is used (no matter what
the actual denominations are).
Book Value Per Share
Calculated by summing common stock, additional paid-in capital, accumulated other comprehensive
income (loss) and accumulated deficit and dividing that number by the total common shares outstanding.
Broker
Generic name for a securities firm engaged in both buying and selling securities on behalf of customers or
its own account.
C
Capital Buffer
Includes unencumbered financial assets which can be either sold or utilized as collateral to meet liquidity
needs.
Capital Ratio
Calculated as total stockholders’ equity divided by total assets inclusive of outstanding market value of
TBA positons and exclusive of consolidated VIEs associated with B-Piece commercial mortgage-backed
securities.
Carry
The amount an asset earns over its hedging and financing costs. A positive carry happens when the rate
on the securities being financed is greater than the rate on the funds borrowed. A negative carry is when
the rate on the funds borrowed is greater than the rate on the securities that are being financed.
Collateral
Securities, cash or property pledged by a borrower or party to a derivative contract to secure payment of
a loan or derivative. If the borrower fails to repay the loan or defaults under the derivative contract, the
secured party may take ownership of the collateral.
Collateralized Mortgage Obligation (CMO)
A multiclass bond backed by a pool of mortgage pass-through securities or mortgage loans.
Commodity Futures Trading Commission (CFTC)
An independent U.S. federal agency established by the Commodity Futures Trading Commission Act of
1974. The CFTC regulates the swaps, commodity futures and options markets. Its goals include the
promotion of competitive and efficient futures markets and the protection of investors against
manipulation, abusive trade practices and fraud.
Commercial Mortgage-Backed Security (CMBS)
Securities collateralized by a pool of mortgages on commercial real estate in which all principal and
interest from the mortgages flow to certificate holders in a defined sequence or manner.

Constant Prepayment Rate (CPR)
The percentage of outstanding mortgage loan principal that prepays in one year, based on the
annualization of the Single Monthly Mortality, which reflects the outstanding mortgage loan principal
that prepays in one month.
Convertible Securities
Securities which may be converted into shares of another security under stated terms, often into the
issuing company’s common stock.
Convexity
A measure of the change in a security’s duration with respect to changes in interest rates. The more
convex a security is, the more its duration will change with interest rate changes.
Core Earnings and Core Earnings Per Average Common Share (Unrevised – excluding PAA)
Non-GAAP measure that is defined as net income (loss) excluding gains or losses on disposals of
investments and termination of interest rate swaps, unrealized gains or losses on interest rate swaps and
investments measured at fair value through earnings, net gains (losses) on trading assets, impairment
losses, net income (loss) attributable to noncontrolling interest, the premium amortization adjustment
resulting from the quarter-over-quarter change in estimated long-term CPR, corporate acquisition
related expenses and certain other non-recurring gains or losses, and inclusive of dollar roll income (a
component of Net gains (losses) on trading assets) and realized amortization of MSRs.
Core Earnings and Core Earnings Per Average Common Share (Revised – including PAA)
Non-GAAP measure that is defined as net income (loss) excluding gains or losses on disposals of
investments and termination of interest rate swaps, unrealized gains or losses on interest rate swaps and
investments measured at fair value through earnings, net gains (losses) on trading assets, impairment
losses, net income (loss) attributable to noncontrolling interest, corporate acquisition related expenses and
certain other non-recurring gains or losses, and inclusive of dollar roll income (a component of Net gains
(losses) on trading assets) and realized amortization of MSRs.
Corporate Debt
Non-government debt instruments issued by corporations. Long-term corporate debt can be issued as
bonds or loans.
Counterparty
One of two entities in a transaction. For example, in the bond market a counterparty can be a state or local
government, a broker-dealer or a corporation.
Coupon
The interest rate on a bond that is used to compute the amount of interest due on a periodic basis.
Credit and Counterparty Risk
Risk to earnings, capital or business, resulting from an obligor’s or counterparty's failure to meet the
terms of any contract or otherwise failure to perform as agreed. Credit and counterparty risk is present in
lending, investing, funding and hedging activities.
Credit Risk Transfer (CRT) Securities
Credit Risk Transfer securities are risk sharing transactions issued by Fannie Mae and Freddie Mac and
similarly structured transactions arranged by third party market participants. The securities issued in the

CRT sector are designed to synthetically transfer mortgage credit risk from Fannie Mae, Freddie Mac
and/or third parties to private investors.
Current Face
The current remaining monthly principal on a mortgage security. Current face is computed by
multiplying the original face value of the security by the current principal balance factor.
D
Dealer
Person or organization that underwrites, trades and sells securities, e.g., a principal market-maker in
securities.
Default Risk
Possibility that a bond issuer will fail to pay principal or interest when due.
Derivative
A financial product that derives its value from the price, price fluctuations and price expectations of an
underlying instrument, index or reference pool (e.g. futures contracts, options, interest rate swaps,
interest rate swaptions and certain to-be-announced securities).
Discount Price
When the dollar price is below face value, it is said to be selling at a discount.
Duration
The weighted maturity of a fixed-income investment’s cash flows, used in the estimation of the price
sensitivity of fixed-income securities for a given change in interest rates.
E
Economic Capital
A measure of the risk a firm is subject to. It is the amount of capital a firm needs as a buffer to protect
against risk. It is a probabilistic measure of potential future losses at a given confidence level over a given
time horizon.
Economic Interest Expense
Non-GAAP financial measure that is composed of GAAP interest expense adjusted for realized gains or
losses on interest rate swaps used to hedge cost of funds.
Economic Leverage Ratio (Economic Debt-to-Equity Ratio)
Calculated as the sum of recourse debt, TBA derivative notional outstanding and net forward purchases
divided by total equity.
Economic Net Interest Income
Non-GAAP financial measure that is composed of GAAP net interest income adjusted for realized gains
or losses on interest rate swaps used to hedge cost of funds.
Encumbered Assets
Assets on the company’s balance sheet which have been pledged as collateral against an existing liability.
Eurodollar
A U.S. dollar deposit held in Europe or elsewhere outside the United States.

F
Face Amount
The par value (i.e., principal or maturity value) of a security appearing on the face of the instrument.
Factor
A decimal value reflecting the proportion of the outstanding principal balance of a mortgage security,
which changes over time, in relation to its original principal value.
Fannie Mae
Federal National Mortgage Association.
Federal Deposit Insurance Corporation (FDIC)
An independent agency created by the U.S. Congress to maintain stability and public confidence in the
nation's financial system by insuring deposits, examining and supervising financial institutions for safety
and soundness and consumer protection, and managing receiverships.
Federal Funds Rate
The interest rate charged by banks on overnight loans of their excess reserve funds to other banks.
Federal Home Loan Banks (FHLB)
U.S. Government-sponsored banks that provide reliable liquidity to member financial institutions to
support housing finance and community investment.
Federal Housing Financing Agency (FHFA)
The FHFA is an independent regulatory agency that oversees vital components of the secondary
mortgage market including Fannie Mae, Freddie Mac and the Federal Home Loan Banks.
Financial Industry Regulatory Authority (FINRA)
FINRA is a non-governmental organization tasked with regulating all business dealings conducted
between dealers, brokers and all public investors.
Fixed-Rate Mortgage
A mortgage featuring level monthly payments, determined at the outset, which remain constant over the
life of the mortgage.
Fixed Income Clearing Corporation (FICC)
The FICC is an agency that deals with the confirmation, settlement and delivery of fixed-income assets in
the U.S. The agency ensures the systematic and efficient settlement of U.S. Government securities and
mortgage-backed security transactions in the market.
Floating Rate Bond
A bond for which the interest rate is adjusted periodically according to a predetermined formula, usually
linked to an index.
Floating Rate CMO
A CMO tranche which pays an adjustable rate of interest tied to a representative interest rate index such
as the LIBOR, the Constant Maturity Treasury or the Cost of Funds Index.
Freddie Mac
Federal Home Loan Mortgage Corporation.

Futures Contract
A legally binding agreement to buy or sell a commodity or financial instrument in a designated future
month at a price agreed upon at the initiation of the contract by the buyer and seller. Futures contracts are
standardized according to the quality, quantity, and delivery time and location for each commodity. A
futures contract differs from an option in that an option gives one of the counterparties a right and the
other an obligation to buy or sell, while a futures contract represents an obligation of both counterparties,
one to deliver and the other to accept delivery. A futures contract is part of a class of financial
instruments called derivatives.
G
GAAP
U.S. generally accepted accounting principles.
Ginnie Mae
Government National Mortgage Association.
H
Hedge
An investment made with the intention of minimizing the impact of adverse movements in interest rates
or securities prices.

I
In-the-Money
Description for an option that has intrinsic value and can be sold or exercised for a profit; a call option is
in-the-money when the strike price (execution price) is below the market price of the underlying security.
Interest Bearing Liabilities
Refers to repurchase agreements, Convertible Senior Notes, securitized debt of consolidated VIEs,
participation sold, FHLB Des Moines advances, U.S. Treasury securities sold, not yet purchased and
securities loaned. Average Interest Bearing Liabilities is based on daily balances.
Interest Earning Assets
Refers to Residential Investment Securities, securities borrowed, U.S. Treasury securities, reverse
repurchase agreements, commercial real estate debt investments, commercial real estate debt and
preferred equity interests and corporate debt. Average Interest Earning Assets is based on daily balances.
Interest-Only (IO) Bond
The interest portion of mortgage, Treasury or bond payments, which is separated and sold individually
from the principal portion of those same payments.
Interest Rate Risk
The risk that an investment's value will change due to a change in the absolute level of interest rates, in
the spread between two rates, in the shape of the yield curve or in any other interest rate relationship. As
market interest rates rise, the value of current fixed income investment holdings declines. Diversifying,
deleveraging and hedging techniques are utilized to mitigate this risk. Interest rate risk is a form of
market risk.

Interest Rate Swap
A binding agreement between counterparties to exchange periodic interest payments on some
predetermined dollar principal, which is called the notional principal amount. For example, one party
will pay fixed and receive a variable rate.
Interest Rate Swaption
Options on interest rate swaps. The buyer of a swaption has the right to enter into an interest rate swap
agreement at some specified date in the future. The swaption agreement will specify whether the buyer of
the swaption will be a fixed-rate receiver or a fixed-rate payer.
Internal Capital Adequacy Assessment Program (ICAAP)
The ongoing assessment and measurement of risks, and the amount of capital which is necessary to hold
against those risks. The objective is to ensure that a firm is appropriately capitalized relative to the risks
in its business.
International Swaps and Derivatives Association (ISDA) Master Agreement
Standardized contract developed by ISDA used as an umbrella under which bilateral derivatives
contracts are entered into.
Inverse IO Bond
An interest-only bond whose coupon is determined by a formula expressing an inverse relationship to a
benchmark rate, such as LIBOR. As the benchmark rate changes, the IO coupon adjusts in the opposite
direction. When the benchmark rate is relatively low, the IO pays a relatively high coupon payment, and
vice versa.
Investment/Market Risk
Risk to earnings, capital or business resulting in the decline in value of our assets caused from changes in
market variables, such as interest rates, which affect the values of residential investment securities and
other investment instruments.
Investment Company Act
Refers to the Investment Company Act of 1940, as amended.
L
Leverage
The use of borrowed money to increase investing power and economic returns.
Leverage Ratio (Debt-to-Equity Ratio)
Calculated as total debt to total stockholders' equity. For purposes of calculating this ratio total debt
includes repurchase agreements, other secured financing, securitized debt of consolidated VIEs,
Convertible Senior Notes, loan participation sold and mortgages payable which are non-recourse to us,
subject to customary carveouts.
LIBOR (London Interbank Offered Rate)
The rate banks charge each other for short-term Eurodollar loans. LIBOR is frequently used as the base
for resetting rates on floating-rate securities and the floating-rate legs of interest rate swaps.

Liquidity Risk
Risk to earnings, capital or business arising from our inability to meet our obligations when they come
due without incurring unacceptable losses because of inability to liquidate assets or obtain adequate
funding.
Long-Term CPR
The Company’s projected prepayment speeds for certain Agency mortgage-backed securities using thirdparty model and market information. The Company’s prepayment speed projections incorporate
underlying loan characteristics (e.g., coupon, term, original loan size, original loan to value, etc.) and
market data, including interest rate and home price index forecasts. Changes to model assumptions,
including interest rates and other market data, as well as periodic revisions to the model will cause
changes in the results.
Long-Term Debt
Debt which matures in more than one year.
M
Monetary Policy
Action taken by the Board of Governors of the Federal Reserve System to influence the money supply or
interest rates.
Mortgage-Backed Security (MBS)
A security representing a direct interest in a pool of mortgage loans. The pass-through issuer or servicer
collects the payments on the loans in the pool and "passes through" the principal and interest to the
security holders on a pro rata basis.
Mortgage Loan
A mortgage loan granted by a bank, thrift or other financial institution that is based solely on real estate
as security and is not insured or guaranteed by a government agency.
Mortgage Servicing Rights (MSRs)
Contractual agreements constituting the right to service an existing mortgage where the holder receives
the benefits and bears the costs and risks of servicing the mortgage.

N
NAV
Net asset value.
Net Equity Yield
Calculated using GAAP net income, excluding depreciation and amortization expense, divided by
average net equity.
Net Interest Income
Represents interest income earned on our portfolio investments, less interest expense paid for
borrowings.
Net Interest Margin
Represents annualized economic net interest income, inclusive of interest expense on interest rate swaps
used to hedge cost of funds, plus TBA dollar roll income less interest expense on interest rate swaps used

to hedge dollar roll transactions divided by the sum of its average Interest Earning Assets plus average
outstanding TBA derivative balances.
Net Interest Spread
Calculated by taking the average yield on Interest Earning Assets minus the average cost of Interest
Bearing Liabilities, including the net interest payments on interest rate swaps used to hedge cost of funds.
Non-Performing Loan (NPL)
A loan that is close to defaulting or is in default.
Notional Amount
A stated principal amount in a derivative contract on which the contract is based.
O
Operational Risk
Risk to earnings, capital, reputation or business arising from inadequate or failed internal processes or
systems, human factors or external events.
Option Contract
A contract in which the buyer has the right, but not the obligation, to buy or sell an asset at a set price on
or before a given date. Buyers of call options bet that a security will be worth more than the price set by
the option (the strike price), plus the price they pay for the option itself. Buyers of put options bet that the
security’s price will drop below the price set by the option. An option is part of a class of financial
instruments called derivatives, which means these financial instruments derive their value from the
worth of an underlying investment.
Original Face
The face value or original principal amount of a security on its issue date.
Out-of-the-Money
Description for an option that has no intrinsic value and would be worthless if it expired today; for a call
option, this situation occurs when the strike price is higher than the market price of the underlying
security; for a put option, this situation occurs when the strike price is less than the market price of the
underlying security.
Over-The-Counter (OTC) Market
A securities market that is conducted by dealers throughout the country through negotiation of price
rather than through the use of an auction system as represented by a stock exchange.
P
Par
Price equal to the face amount of a security; 100%.
Par Amount
The principal amount of a bond or note due at maturity. Also known as par value.
Pass-Through Security
The securitization structure where a GSE or other entity “passes” the amount collected from the
borrowers every month to the investor, after deducting fees and expenses.

Pool
A collection of mortgage loans assembled by an originator or master servicer as the basis for a security. In
the case of Ginnie Mae, Fannie Mae, or Freddie Mac mortgage pass-through securities, pools are
identified by a number assigned by the issuing agency.
Premium
The amount by which the price of a security exceeds its principal amount. When the dollar price of a
bond is above its face value, it is said to be selling at a premium.
Premium Amortization Adjustment (PAA)
The component of premium amortization representing the quarter-over-quarter change in estimated
long-term CPR.
Prepayment
The unscheduled partial or complete payment of the principal amount outstanding on a mortgage loan or
other debt before it is due.
Prepayment Risk
The risk that falling interest rates will lead to heavy prepayments of mortgage or other loans, forcing the
investor to reinvest at lower prevailing rates.
Prime Rate
The indicative interest rate on loans that banks quote to their best commercial customers.
Principal and Interest
The term used to refer to regularly scheduled payments or prepayments of principal and payments of
interest on a mortgage or other security.
R
Rate Reset
The adjustment of the interest rate on a floating-rate security according to a prescribed formula.
Real Estate Investment Trust (REIT)
A special purpose investment vehicle that provides investors with the ability to participate directly in the
ownership or financing of real-estate related assets by pooling their capital to purchase and manage
mortgage loans and/or income property.
Recourse Debt
Debt on which the economic borrower is obligated to repay the entire balance regardless of the value of
the pledged collateral. By contrast, the economic borrower’s obligation to repay non-recourse debt is
limited to the value of the pledged collateral. Recourse debt consists of repurchase agreements,
convertible senior notes, and other secured financing.
Reinvestment Risk
The risk that interest income or principal repayments will have to be reinvested at lower rates in a
declining rate environment.
Re-Performing Loan (RPL)
A type of loan in which payments were previously delinquent by at least 90 days but have resumed.

Repurchase Agreement
The sale of securities to investors with the agreement to buy them back at a higher price after a specified
time period; a form of short-term borrowing. For the party on the other end of the transaction (buying the
security and agreeing to sell in the future) it is a reverse repurchase agreement.
Residential Investment Securities
Refers to Agency mortgage-backed securities, Agency debentures, CRT securities and non-Agency
mortgage-backed securities.
Residual
In a CMO, the residual is the tranche that collects any cash flow from the collateral that remains after
obligations to the other tranches have been met.
Return on Average Equity
Calculated by taking earnings divided by average stockholders' equity.
Reverse Repurchase Agreement
Refer to Repurchase Agreement. The buyer of securities effectively provides a collateralized loan to the
seller.
Risk Appetite Statement
Defines the types and levels of risk we are willing to take in order to achieve our business objectives, and
reflects our risk management philosophy.
S
Secondary Market
Ongoing market for bonds previously offered or sold in the primary market.
Settlement Date
The date securities must be delivered and paid for to complete a transaction.
Short-Term Debt
Generally, debt which matures in one year or less. However, certain securities that mature in up to three
years may be considered short-term debt.
Spread
When buying or selling a bond through a brokerage firm, an individual investor will be charged a
commission or spread, which is the difference between the market price and cost of purchase, and
sometimes a service fee. Spreads differ based on several factors including liquidity.

T
Target Assets
Includes Agency mortgage-backed securities, to-be-announced forward contracts, Agency debentures,
CRT securities, MSRs, non-Agency mortgage-backed securities, residential mortgage loans, commercial
real estate investments, and corporate debt.
To-Be-Announced Securities (TBAs)
A contract for the purchase or sale of a mortgage-backed security to be delivered at a predetermined
price, face amount, issuer, coupon and stated maturity on an agreed-upon future date but does not
include a specified pool number and number of pools.

TBA Dollar Roll Income
TBA dollar roll income is defined as the difference in price between two TBA contracts with the same
terms but different settlement dates. Dollar roll income represents the equivalent of interest income on
the underlying security less an implied cost of financing.
Total Return
Investment performance measure over a stated time period which includes coupon interest, interest on
interest, and any realized and unrealized gains or losses.
Total Return Swap
A derivative instrument where one party makes payments at a predetermined rate (either fixed or
variable) while receiving a return on a specific asset (generally an equity index, loan or bond) held by the
counterparty.
U
Unencumbered Assets
Assets on our balance sheet which have not been pledged as collateral against an existing liability.
U.S. Government-Sponsored Enterprise (GSE) Obligations
Obligations of Agencies originally established or chartered by the U.S. government to serve public
purposes as specified by the U.S. Congress, such as Fannie Mae and Freddie Mac; these obligations are
not explicitly guaranteed as to the timely payment of principal and interest by the full faith and credit of
the U.S. government.
V
Value-at-Risk (VaR)
A statistical technique which measures the potential loss in value of an asset or portfolio over a defined
period for a given confidence interval.
Variable Interest Entity (VIE)
An entity in which equity investors (i) do not have the characteristics of a controlling financial interest,
and/or (ii) do not have sufficient equity at risk for the entity to finance its activities without additional
subordinated financial support from other parties.
Volatility
A statistical measure of the variance of price or yield over time. Volatility is low if the price does not
change very much over a short period of time, and high if there is a greater change.

W
Warehouse Lending
A line of credit extended to a loan originator to fund mortgages extended by the loan originators to
property purchasers. The loan typically lasts from the time the mortgage is originated to when the
mortgage is sold into the secondary market, whether directly or through a securitization. Warehouse
lending can provide liquidity to the loan origination market.

Weighted Average Coupon
The weighted average interest rate of the underlying mortgage loans or pools that serve as collateral for a
security, weighted by the size of the principal loan balances.
Weighted Average Life (WAL)
The assumed weighted average amount of time that will elapse from the date of a security’s issuance
until each dollar of principal is repaid to the investor. The WAL will change as the security ages and
depending on the actual realized rate at which principal, scheduled and unscheduled, is paid on the loans
underlying the MBS.

Y
Yield-to-Maturity
The expected rate of return of a bond if it is held to its maturity date; calculated by taking into account the
current market price, stated redemption value, coupon payments and time to maturity and assuming all
coupons are reinvested at the same rate; equivalent to the internal rate of return.

