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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission has become effective. This prospectus is not an offer to sell these securities, nor is it
a solicitation of an offer to buy these securities, in any state or other jurisdiction where an offer or sale of the securities is not permitted.

SUBJECT TO COMPLETION, DATED OCTOBER 5, 2007

PROSPECTUS

18,000,000 Shares

Common Stock

Cypress Sharpridge Investments, Inc. is a Maryland corporation that invests across multiple asset classes with a current focus on two core assets:
agency residential mortgage-backed securities and subordinated tranches of asset-backed securities, including collateralized debt obligations. We
are externally managed and advised by Cypress Sharpridge Advisors LLC, a joint venture between affiliates of The Cypress Group and
Sharpridge Capital Management, L.P.

This is our initial public offering. We are offering 18,000,000 shares of common stock.

We currently expect the initial public offering price of our common stock to be between $7.00 and $8.00 per share. Prior to this offering, there
has been no public market for our common stock. We have applied to have our common stock listed on the New York Stock Exchange under the
symbol CYS.

We are organized and conduct our operations to qualify as a real estate investment trust, or REIT, for federal income tax purposes. To assist us
in qualifying as a REIT, ownership of our common stock by any person is generally limited to 9.8% in value or in number of shares, whichever
is more restrictive, of any class or series of the outstanding shares of our capital stock. In addition, our charter contains various other restrictions
on the ownership and transfer of our common stock, see Description of Capital Stock Restrictions on Ownership and Transfer.

Investing in our common stock involves risks. See _Risk Factors beginning on page 20 of this prospectus for a discussion of those risks.

Per Share Total
Public offering price $ $
Underwriting discounts and commissions $ $
Proceeds to us, before expenses $ $

We have granted the underwriters an option to purchase up to an additional 2,700,000 shares of our common stock from us at the initial public
offering price, less the underwriting discounts and commissions, within 30 days after the date of this prospectus solely to cover over-allotments,
if any.

Delivery of the shares of our common stock is expected to be made on or about , 2007.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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The date of this prospectus is , 2007.
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You should rely only on information contained in this prospectus, any free writing prospectus prepared by us or information to which
we have referred you. We have not, and the underwriters have not, authorized anyone to provide you with different information. This
prospectus may only be used where it is legal to sell these securities, and this prospectus is not an offer to sell or a solicitation of an offer
to buy shares in any state or jurisdiction where an offer or sale of shares would be unlawful. The information in this prospectus and any

free writing prospectus prepared by us may be accurate only as of their respective dates.
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SUMMARY

This summary highlights the key aspects of this offering. It is not complete and may not contain all of the information that you may want to
consider before making an investment in our common stock. You should read carefully the more detailed information set forth elsewhere in this
prospectus, including under Risk Factors and in our consolidated financial statements and related notes. Except where the context suggests
otherwise, the terms we, us and our referto Cypress Sharpridge Investments, Inc. and its subsidiaries; Manager refers to Cypress
Sharpridge Advisors LLC; Cypress or The Cypress Group refers to Cypress Advisors, Inc. and its affiliated entities and Sharpridge
refers to Sharpridge Capital Management, L.P. and its affiliated entities. Unless indicated otherwise, the information in this prospectus assumes
(i) the common stock to be sold in this offering will be sold at $7.50 per share, which is the mid-point of the price range set forth on the front
cover of this prospectus, and (ii) no exercise by the underwriters of their option to purchase up to an additional 2,700,000 shares of our common
stock solely to cover over-allotments, if any.

Our Company

Cypress Sharpridge Investments, Inc. is a specialty finance company that was created with the objective of achieving consistent risk-adjusted
returns by investing across multiple asset classes. We are externally managed and advised by Cypress Sharpridge Advisors LLC. We have
elected to be taxed as a real estate investment trust, or REIT, for federal income tax purposes. We completed two private capital raises in
February 2006 and December 2006, raising net proceeds of approximately $78.0 million and $105.8 million, respectively. Our current strategy is
to invest a majority of our capital in the following two core asset classes:

agency residential mortgage-backed securities, or Agency RMBS, which are whole-pool mortgage pass-through certificates, the
principal or interest of which are guaranteed by the Federal National Mortgage Association, or Fannie Mae, the Federal Home Loan
Mortgage Corporation, or Freddie Mac, or the Government National Mortgage Association, or Ginnie Mae, and collateralized by
residential mortgage loans. As of June 30, 2007, the fair value of our Agency RMBS was approximately 98.4% of the assets in our
portfolio; and

subordinated tranches of asset-backed securities, or ABS, including collateralized debt obligations, or CDOs. These ABS may be
collateralized by various securities, including mortgage backed securities, corporate debt securities (both investment grade and
non-investment grade), debt obligations of corporations, partnerships or other entities generally in the form of first and second lien
loans, mezzanine loans and bridge facilities, which we collectively refer to as corporate leveraged loans, or consumer debt
instruments (such as home equity loans, credit card debt or automobile loans). As of June 30, 2007, the fair value of our subordinated
tranches of ABS (which consisted solely of CLOs collateralized by corporate debt securities, some of which are non-investment
grade) was approximately 1.2% of the assets in our portfolio.
We have developed our current investment strategy to take advantage of opportunities in the current interest rate and credit environment. We
intend to adapt our strategy to changing market conditions by shifting our investment allocation and investing in additional asset classes such as
commercial mortgage-backed securities, or CMBS, agency debentures, which are debentures issued directly by Fannie Mae or Freddie Mac,
corporate leveraged loans and corporate debt securities (including non-investment grade corporate debt securities), non-Agency RMBS
(including RMBS collateralized by subprime mortgage loans) and real estate mortgage investment conduits, or REMICs, residential whole loan
mortgages, and structured notes. Subject to maintaining our REIT status, we do not have a policy that limits the amount of our portfolio that may
be invested in any of these types of assets. We believe that our strategy, which permits us to be opportunistic in allocating capital to those asset
classes that we believe provide opportunities for consistent risk-adjusted returns in any interest rate cycle, will enhance our ability to pay
consistent dividends and achieve capital appreciation. Our approach to managing our

Table of Contents 6



Edgar Filing: Cypress Sharpridge Investments, Inc. - Form S-11/A

Table of Conten

investment portfolio is to take a longer term view of assets and liabilities, such that our reported earnings and mark-to-market valuations at the
end of a financial reporting period, which may vary significantly from quarter-to-quarter, will not significantly influence our strategy of
maximizing cash distributions to stockholders over the long term.

We use leverage to seek to increase our potential returns and to fund the acquisition of our assets. Our income is generated primarily by the
difference, or net spread, between the income we earn on our assets and the financing cost of our borrowings, which consist mainly of short-term
borrowings in the repurchase market. In addition to investing opportunistically in our target asset classes, we actively manage our financing
costs by utilizing interest rate hedges, such as interest rate swaps, to reduce the effect of interest rate fluctuations related to our debt.

Our Manager

We are externally managed and advised by Cypress Sharpridge Advisors LLC, which is a joint venture formed in January 2006 between Cypress
and Sharpridge. We believe that the combination of Sharpridge s expertise in the mortgage-backed securities, or MBS, and ABS markets and
Cypress s expertise in the private equity and leveraged finance markets enhance our ability to opportunistically acquire assets and effectively
manage those assets in a manner designed to generate consistent risk-adjusted returns for our stockholders. All of our executive officers are
employees of our Manager or one or more of its affiliates. Our Manager is responsible for our operations and the performance of all services and
activities relating to the management of our assets and operations pursuant to a management agreement with us. Our Manager has entered into
sub-advisory agreements with Sharpridge and Cypress, pursuant to which they provide certain advisory services to our Manager in conjunction
with our Manager s service to us as our external manager.

Sharpridge was founded in January 2005 by Kevin E. Grant, our chief executive officer and president and the chairman of our board of directors.
Sharpridge owns an interest in, and serves as the primary sub-advisor to, our Manager, overseeing all of our day-to-day operations and actively
managing our investment portfolio. In addition to managing our assets, Sharpridge offers fixed income asset management services to institutions
and high net worth individuals, generally employing investment styles and structures classified as alternative investments. As of June 30, 2007,
Sharpridge had approximately $2.8 billion of assets under management, almost all of which consisted of our assets. As of June 30, 2007,
Sharpridge had 13 employees. We currently own a 19% non-voting limited partnership interest in Sharpridge through a taxable REIT subsidiary,
or TRS, which will allow us to participate in Sharpridge s success.

Prior to founding Sharpridge, Mr. Grant was a senior portfolio manager and member of the Aggregate Bond Team at Fidelity Investments, with
direct responsibility for over $25 billion of fixed income assets across 19 separate accounts. At Fidelity, Mr. Grant invested in many types of
fixed income investments, ranging from government bonds to below investment grade corporate securities. Over the course of his career at
Fidelity, Mr. Grant had responsibility for managing fixed income funds including Fidelity s Mortgage Securities Fund, Investment Grade Bond
Fund, Intermediate Bond Fund, Total Bond Fund, and Advisor Mortgage Securities Fund. In addition, Mr. Grant had responsibility for the fixed
income component of certain Fidelity balanced funds, including the Strategic Income Fund, Puritan Fund and Fidelity Balanced Fund. Mr. Grant
also managed separate accounts for pension plan sponsors, insurance companies and other institutional clients.

Cypress, founded in 1994, owns an interest in, and serves as a sub-advisor to, our Manager. Cypress is a financial sponsor of leveraged buyouts
and other private equity transactions for growth-oriented, middle-market companies, including Affinia Group Inc., Catlin Group Limited,
Cinemark USA, Inc., Communications & Power Industries, Inc., Cooper-Standard Automotive Inc., Financial Guaranty Insurance Corporation,
[llinois Central Corporation, Infinity Broadcasting Corporation, K&F Industries, Inc., Lear Corporation, Loral Corporation, The Meow Mix
Company, Montpelier Re Holdings, Ltd., Parisian, Inc., R.P. Scherer Corporation, Scottish Re Group Limited, WESCO
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International, Inc. and Williams Scotsman, Inc. Cypress invests in a number of industry sectors, focusing on the financial services, healthcare,
consumer, general industrial, automotive, aerospace, media and leisure industries. Since 1989, Cypress professionals have invested over

$4 billion of equity capital in 32 separate investments with an aggregate transaction value of over $22 billion. As of June 30, 2007, Cypress had
16 employees.

Competitive Strengths
We believe that our competitive strengths include:

Our Investment Strategy Can Succeed in a Variety of Interest Rate Environments. We believe our investment strategy provides us with
opportunities to generate consistent risk-adjusted returns in a variety of interest rate environments. Our current strategy capitalizes on two
aspects of the current market cycle: (i) our focus on Agency RMBS collateralized by hybrid adjustable-rate mortgage loans, or hybrid ARMs,
provides us with opportunities to generate stable returns without incurring material credit risk even though the spread between long-term interest
rates and short-term interest rates is relatively narrow and mortgage default rates are increasing and (ii) our opportunistic focus on subordinated
tranches of CDOs provides us with opportunities to capitalize on the rapid growth in the number of CDO securities in the secondary market.

We have been able to generate consistent net investment income on our investments in hybrid ARMs without incurring material credit risk by
employing a hedging technique for our hybrid ARMs that utilizes interest rate swap agreements. We have utilized interest rate swaps to
minimize the financing risk inherent in holding hybrid ARMs and to match the market price volatility of the hybrid ARMs. As market levels of
interest rates change, the market price of hybrid ARMs changes in response. When we purchase a hybrid ARM, we generally simultaneously
enter into an interest rate swap agreement having a similar average life with the objective of offsetting the price sensitivity to interest rates. The
result is that we capture the yield differential between the yields on the hybrid ARM and the interest rate swap. This strategy reduces our risk
exposure to changes in the general level of interest rates and therefore helps to stabilize our returns.

In addition, we believe we are well positioned to capitalize on the rapid growth in the number of CDO securities in the secondary market due to
the significant new opportunities to invest in many types of collateral that have been made available to us through the use of securitization
techniques. Senior secured corporate bank loans, for example, are now largely held by CLO vehicles rather than by commercial banks.
Commercial mortgages and commercial MBS are now held largely by CDO vehicles. Corporate capital securities, residential mortgage whole
loans, and many other fixed income assets may now be accessed through CDO securities as well, whereas historically they may not have been
available to investors such as our company.

Experienced Manager and Ability to Navigate Through Different Market Environments. Our Manager s investment team has experience
managing assets through the various interest rate and credit cycles since the early 1980s, and has the proven ability to generate risk-adjusted
returns in these various interest rate and credit environments. We believe that our Manager s experienced investment team provides us with a
competitive advantage relative to companies that have management teams with less experience. Our Chief Executive Officer, Kevin E. Grant,
was a senior portfolio manager and member of the Aggregate Bond Team at Fidelity Investments from 1993 to 2005, where he was responsible,
both directly and indirectly, for the management of fixed income assets including the Mortgage Securities Fund, the Investment Grade Bond
Fund, the Total Bond Fund, the fixed income portion of the Fidelity Puritan Fund and the Strategic Income Fund. Our Manager s investment
team consists of highly experienced fixed income portfolio managers who average more than 20 years of experience in the fields of MBS,
structured finance and corporate finance, providing us with significant experience in key areas of our business. Each member of our management
team has a demonstrated track record in his or her relevant area of responsibility.
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Investment Committee and Board of Directors with Significant Relevant Experience. We believe that our board of directors and our Manager s
investment committee provide us with a competitive advantage through their experience in fixed income and equity investing, corporate
management and financial advisory services. The members of our Manager s investment committee, which provides oversight to our investing
activities, have on average in excess of 29 years of investing experience in both the debt and equity markets. In addition, members of our
Manager s investment committee and our board of directors have significant experience in risk management for financial services companies and
investment portfolios.

Strong Alignment of Interests. We believe the interests of our Manager and its management team are strongly aligned with our interests. As of
August 31, 2007, our directors and executive officers, together with certain officers and employees of our Manager and its sub-advisors and
other affiliates, beneficially owned an aggregate of 2,124,767 shares of our common stock, including restricted stock, representing
approximately 5.5% of the shares of our common stock outstanding immediately after completion of this offering. A portion of these shares
were acquired in our initial capitalization and December 2006 private offering. Certain of our directors and executive officers, together with
certain officers and employees of our Manager and its sub-advisors and other affiliates, purchased an aggregate of 1,399,184 shares of our
common stock in these offerings. In addition, we have granted 731,764 shares of restricted stock and options to purchase 393,264 shares of our
common stock to our executive officers and certain officers and employees of our Manager and its sub-advisors and other individuals who
provide services to us, as designated by our Manager. Upon completion of this offering, we intend to grant 900,000 additional shares of
restricted stock, which is equivalent to 5% of the shares of common stock to be sold in this offering, plus additional shares of restricted stock in
an amount equal to 5% of the shares sold as a result of any exercise by the underwriters of their over-allotment option, to our executive officers
and certain officers and employees of our Manager and its sub-advisors and other affiliates, as designated by our Manager. All of the options and
shares of restricted stock we have granted or will grant as described above are or will be subject to forfeiture restrictions that will lapse in equal
one-third increments over a three-year period after the date of grant. Furthermore, a portion of the fees that may be earned by our Manager
consists of incentive compensation that is based on the amount that our net income exceeds a specified amount.

Ownership Interest in Sharpridge. 'We own a 19% non-voting limited partnership interest in Sharpridge. This ownership interest allows us to
participate in Sharpridge s success, not only with respect to the fees Sharpridge earns through its management relationship with our company but
also with respect to its future investment management activities with third parties. We believe our interest in Sharpridge helps diversify our
revenue sources and allows us to participate in any growth by Sharpridge.

Affiliation with The Cypress Group. We believe our Manager s access to the resources and expertise of Cypress is a significant competitive
strength. Our Manager has access to Cypress team of private equity professionals, which provides them with access to their significant industry
experience, network of relationships with industry executives and knowledge of transaction structuring. Cypress also has extensive relationships
with major commercial and investment banking firms that we believe provides our Manager with access to information, investment
opportunities and capital markets expertise.

Summary Risk Factors

An investment in shares of our common stock involves various risks. You should consider carefully the risks discussed below and under Risk
Factors before purchasing our common stock.

We have a limited operating history and experience operating as a REIT, and we may not be able to successfully operate our business
or generate sufficient revenue to make or sustain dividends to stockholders.

Table of Contents 9



Edgar Filing: Cypress Sharpridge Investments, Inc. - Form S-11/A

Loss of our Investment Company Act exemption would adversely affect us and negatively affect the value of shares of our common
stock and our ability to distribute dividends.

We are dependent on our Manager and may not find a suitable replacement if our Manager terminates the management agreement.

We are dependent on our Manager, our Manager s key personnel and certain key personnel of Sharpridge and Cypress for our future
success.

Because our management agreement was negotiated between related parties and due to our relationship with our Manager, conflicts
of interest exist that could adversely affect the investment opportunities that are available to us.

We may not realize income or gains from our investments.

Increases in interest rates and other adverse market conditions have negatively affected, and could continue to negatively affect, the
value of our investments and cost of our borrowings, which have resulted, and could continue to result, in reduced earnings or losses
and reduced cash available for distribution to our stockholders.

We leverage our portfolio investments, which may adversely affect our return on our investments and may reduce cash available for
distribution.

Prepayment rates could negatively affect the value of our MBS, which could result in reduced earnings or losses and negatively
affect the cash available for distribution to our stockholders.

The mortgage loans in which we invest and the mortgage loans underlying the MBS and ABS in which we invest are subject to
delinquency, foreclosure and loss, which could result in losses to us.

Our investments in subordinated ABS may be subject to losses.

Our portfolio investments are recorded at fair value as determined in good faith by our Manager based on quotations from brokers
and dealers. We may not be able to obtain quotations from brokers and dealers for certain of our portfolio investments in the future,
in which case our Manager will determine in good faith the fair value of these investments. As a result, there is and will continue to
be uncertainty as to the fair value of these investments.

The lack of liquidity in our investments may adversely affect our business.

The current dislocations in the subprime mortgage sector, and the current weakness in the broader mortgage market, has adversely
affected some of our lenders, which has resulted in increases in our borrowing costs, reductions in our ability to finance our assets
through repurchase agreements and reductions in the value of the securities in our portfolio. If these conditions persist, we may
continue to experience increases in our borrowing costs, reductions in our ability to finance our assets through repurchase agreements
and reductions in the value of the securities in our portfolio.
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The current dislocations in the financing markets have adversely affected our ability to obtain credit on attractive terms and have
prevented us from refinancing certain of our assets held through repurchase agreements, which has resulted in increases in our
borrowing costs, reductions in our ability to finance our assets through repurchase agreements and reductions in the value of the
securities in our portfolio. If these conditions persist, we may continue to experience increases in our borrowing costs, reductions in
our ability to finance our assets through repurchase agreements and reductions in the value of the securities in our portfolio.

Our hedging transactions may not completely insulate us from interest rate or credit risk.

Due to the rapid growth of the CDO market during the past several years, CDOs in which we invest may not be adequately managed
or may not have a liquid market. If this were the case, we could lose a portion, or potentially all, of our investment in subordinated
tranches of CDOs.
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Recent increases in delinquency and foreclosure rates on subprime residential mortgage loans could decrease the supply of CDOs
that invest in RMBS collateralized by subprime residential mortgage loans, which could negatively affect the growth of the overall
CDO market.

Failure to qualify as a REIT would subject us to U.S. federal income tax, which would reduce the cash available for distribution to
our stockholders.
Our Strategy and Business Model

We intend to invest opportunistically in those asset classes that we believe can generate favorable leveraged risk adjusted returns, subject to
maintaining our status as a REIT and our exemption from regulation under the Investment Company Act of 1940, as amended, or the Investment
Company Act. We seek to achieve these investment objectives by allocating capital to invest in two core asset classes: (i) Agency RMBS, and
(ii) subordinated tranches of ABS, including CDOs. We initially intend to invest substantially all of our capital in Agency RMBS, although we
may make opportunistic investments in subordinated tranches of ABS from time to time. Over time, we intend to adapt our investment allocation
strategy as market conditions change to seek to maximize the returns from our investment portfolio. Depending on market conditions, market
opportunities and the mix of assets in our portfolio, we may invest in the following asset classes, among others, in the future: CMBS, agency
debentures, corporate leveraged loans and corporate debt securities, non-Agency RMBS and REMICs, residential whole loan mortgages and
structured notes.

Our income is generated primarily from the difference, or net spread, between the interest income we earn on our investment portfolio and the
cost of our borrowings and hedging activities. We believe that the best approach to generating a positive net spread is to manage our liabilities to
mirror, as often as possible, the interest rate risks of our investments. To seek to achieve this result, we employ short-term financing in
combination with hedging techniques using primarily interest rate swaps. We may, subject to maintaining our REIT qualification, also employ
other hedging techniques from time to time, including interest rate caps and floors, interest rate swap options and credit default swaps to protect
against adverse interest rate movements and negative credit events in our corporate loan portfolio.

Because our investments vary in interest rate, prepayment speed and maturity, the leverage or borrowings that we employ to fund our asset
purchases are not exactly matched to the terms or performance of our assets. Based on our experience, because our assets are not match funded,
such assets market prices change more slowly than the corresponding liabilities. Consequently, changes in interest rates, particularly short-term
interest rates, may significantly influence our reported net income. Increases in these rates will tend to decrease our net income and the market
value of our assets and could possibly result in reported operating losses. Our approach to managing our investment portfolio is to take a longer
term view of assets and liabilities, such that our reported earnings and mark-to-market valuations at the end of a financial reporting period will
not significantly influence our strategy of maximizing cash distributions to stockholders over the long term.
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We currently employ our investment capital in the following two core asset classes:

Percentage of Portfolio Assets as of
Asset Class Underlying Collateral June 30, 2007
Agency RMBS, which are guaranteed by Fannie Adjustable-rate mortgage loans, or ARMs 98.4%
Mae, Freddie Mac or Ginnie Mae

Hybrid ARMs

Fixed rate mortgage loans

Subordinated tranches of ABS Corporate leveraged loans 1.2%
Mortgage backed securities
Corporate debt securities
Home equity loans
Credit card debt

Automobile loans
We base our decision on whether to invest in Agency RMBS collateralized by ARMs or hybrid ARMs on various factors, including, but not
limited to, relative value, supply and demand, costs of hedging, costs of financing, expected future interest rate volatility and the overall shape of
the U.S. Treasury and interest rate swap yield curves. When considering investments in subordinated tranches of ABS, we base our investment
decision on various factors, including, but not limited to, relative value, supply and demand, weighted average rating factor (a measure
determined by credit rating agencies that reflects the weighted average credit rating of the pool of collateral underlying a CDO), diversity score
(a measure determined by Moody s that reflects the issuer and industry concentration of the collateral in a CDO), expected future interest rate
volatility and the overall shape of the U.S. Treasury and interest rate swap yield curves. We do not attribute any particular quantitative
significance to any of these factors, and the weight we give to these factors when we consider these types of investments is likely to vary
depending on market conditions and economic trends.

In the future, we may also invest in other asset classes including CMBS, agency debentures, corporate leveraged loans and corporate debt
securities, non-Agency RMBS and REMICs, residential whole loan mortgages, and structured notes. Subject to maintaining our REIT status, we
do not have a policy that limits the amount of our portfolio that may be invested in these other asset classes.

Financing and Hedging Strategy

We use leverage to seek to increase our potential returns and to fund the acquisition of our assets. Our borrowings currently consist mainly of
short-term borrowings in the repurchase market. We expect to borrow in the future through a variety of sources, including repurchase
agreements, warehouse facilities and lines of credit. In the future, we may also finance our asset acquisitions through CDOs and other forms of
securitizations. We do not have a policy limiting the amount of leverage we may incur. However, we generally expect that the multiple of
leverage compared to the amount of equity in our overall investment portfolio will be between 10 and 14 times. As of June 30, 2007, our
portfolio was leveraged (as measured by total liabilities to total equity) approximately 14 to 1. We reduced the leverage of our portfolio to
approximately 9 to 1 as of August 31, 2007 in response to the recent weakness in the mortgage sector and financing markets; however, we may
again increase the leverage in our portfolio at any time.

Subject to maintaining our qualification as a REIT, we utilize derivative financial instruments, including, among others, interest rate swaps,
interest rate caps and interest rate floors, to hedge all or a portion of the interest rate risk associated with the financing of our portfolio.
Specifically, we seek to hedge our exposure to potential interest rate mismatches between the interest we earn on our investments and our
borrowing costs caused by
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fluctuations in short-term interest rates. In utilizing leverage and interest rate hedges, our objectives are to improve risk-adjusted equity returns
and, where possible, to lock in, on a long-term basis, a spread between the yield on our assets and the cost of our financing. In the future we
may, subject to maintaining our REIT status, engage in certain other hedging activities to limit our exposure to insolvencies and defaults relating
to the securities in our portfolio.

Our Distribution Policy

We generally need to distribute at least 90% of our REIT taxable income annually (subject to certain adjustments) so that we can continue to
qualify and maintain our status as a REIT under the Internal Revenue Code of 1986, as amended, or the Internal Revenue Code. We intend to
distribute annually all or substantially all of our REIT taxable income to holders of our common stock out of assets legally available therefor,
and we intend to pay these distributions on a regular quarterly basis. To date, we have funded our distributions out of our REIT taxable income.
We intend to fund future distributions solely out of our REIT taxable income. Any future distributions we make will be at the discretion of our
board of directors and will depend upon, among other things, our results of operations and financial condition. Our results of operations and our
ability to pay distributions will be affected by a number of factors, including the net interest and other income we earn from our portfolio, our
operating expenses and any other expenditures.

We have paid or declared the following distributions since we commenced operations in February 2006:

$0.25 per share for the quarter ended June 30, 2006, paid on June 28, 2006;

$0.25 per share for the quarter ended September 30, 2006, paid on September 27, 2006;

$0.20 per share for a portion of the quarter ended December 31, 2006, paid on December 6, 2006;

$0.32 per share, which included a portion of our estimated REIT taxable income for the quarter ended March 31, 2007, and a portion
of our remaining undistributed estimated REIT taxable income for 2006. This distribution was paid on April 26, 2007; and

$0.31 per share for the four-month period ended July 31, 2007, paid on July 31, 2007.
On October 3, 2007, our board of directors authorized a distribution to our stockholders of $0.19 per share. This distribution relates to an
estimate of our financial performance from August 1, 2007 until the anticipated pricing of this offering and will be paid on November 1, 2007 to
our stockholders of record as of October 10, 2007. Purchasers in this offering will not be eligible to receive this distribution. We cannot assure
you that we will make any future distributions to our stockholders, and our past distributions are not intended to be indicative of the amount and
timing of future distributions, if any.
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We were formed in January 2006. In February 2006, we completed our initial capitalization, pursuant to which we sold 3,932,644 units, at a
price of $20.00 per unit, with each unit consisting of two shares of our common stock and one warrant to purchase one share of our common
stock, which warrants are currently exercisable for $10.00 per share and will expire on the earlier of (i) December 31, 2008 or (ii) the date a unit
is transferred by the holder of such unit except to affiliates of such holder or as may be approved by our board of directors. If the offering price
per share in this offering is less than $10.00, the exercise price of the warrants will be adjusted to equal the offering price per share in this
offering. In this prospectus, we refer to this February 2006 private placement as our initial capitalization. We raised approximately $78.0 million
in net proceeds from our initial capitalization, and we have invested these proceeds pursuant to our investment strategy. In December 2006, we
completed an additional private placement of our common stock, pursuant to which we sold an aggregate of 11,450,000 shares of our common
stock, at a price of $10.00 per share. We raised approximately $105.8 million in net proceeds from our December 2006 private offering, and we
have invested these proceeds pursuant to our investment strategy.

We conduct all of our business through and hold all of our assets in Cypress Sharpridge Investments, Inc. and our TRSs. We currently have two
TRSs, Sharpridge TRS, Inc. and CS Alternatives TRS, Inc. Sharpridge TRS, Inc. was formed to hold the 19% non-voting limited partnership
interest in Sharpridge. CS Alternatives TRS, Inc. was formed to make investments that would not generate qualifying income if earned directly
by a REIT. Currently, neither of our TRSs holds any material assets, other than the 19% non-voting limited partnership interest in Sharpridge, or
conducts any other business.

The following chart illustrates our ownership and management structure immediately after completion of this offering:
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We have entered into a management agreement with our Manager, pursuant to which our Manager is responsible for managing our assets and
day-to-day operations. Our Manager is subject to the supervision and oversight of our board of directors.

Our Manager is entitled to receive a base management fee and incentive compensation. The following table summarizes the fees payable to our
Manager.

Fee Summary Description

Base Management Fee Payable monthly in arrears in an amount equal to 1/12 of our equity multiplied by
1.50%. For purposes of calculating the base management fee, our equity means, for
any month, the sum of the net proceeds from any issuance of our common stock, after
deducting any underwriting discount and commissions and other expenses and costs
relating to the issuance, plus our retained earnings at the end of such month (without
taking into account any non-cash equity compensation expense incurred in current or
prior periods), which amount shall be reduced by any amount that we pay for
repurchases of our common stock. This amount will be adjusted to exclude one-time
events pursuant to changes in accounting principles generally accepted in the United
States, or GAAP, and certain non-cash charges after discussions between our Manager
and our independent directors and approval by a majority of our independent directors.

Incentive Compensation Payable quarterly in an amount equal to:

25% of the dollar amount by which (A) our net income, before incentive
compensation, per weighted average share of common stock for the quarter, exceeds
(B) the weighted average of the price per share of the common stock in our February
2006 and December 2006 private offerings, this offering and the prices per share of
our common stock in any subsequent offerings by us multiplied by the greater of (1)
2.00% and (2) 0.50% plus one-fourth of the Ten Year Treasury Rate for such quarter,
multiplied by

the weighted average number of shares of common stock outstanding in such
quarter.

Net income will be determined by calculating the net income available to owners of
common stock before non-cash equity compensation expense, in accordance with
GAAP.

Ten Year Treasury Rate means the average of weekly average yield to maturity for
U.S. Treasury securities (adjusted to a constant maturity of ten years) as published
weekly by the Federal Reserve Board in publication H.15 or any successor publication
during a fiscal quarter.
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The initial term of the management agreement expires on December 31, 2008, and shall be automatically renewed for a one-year term each
anniversary date thereafter unless at least two-thirds of our independent directors or holders of a majority of the outstanding shares of our
common stock determine that (i) our Manager s performance is unsatisfactory and materially detrimental to us, or (ii) the management fees
payable to our Manager are not fair, subject to our Manager s right to prevent termination based on unfair fees by accepting a reduction of
management fees agreed to by at least two-thirds of our independent directors. Upon such termination, we will pay our Manager a termination
fee equal to four times the sum of (a) the average annual base management fee and (b) the average annual incentive compensation earned by our
Manager during the 24-month period prior to such termination, calculated as of the end of the most recently completed fiscal quarter. Our
Manager may terminate the management agreement if we default on any material term of the management agreement, subject to a 30-day cure
period, in which case we would be required to pay our Manager the termination fee described above.

Under certain circumstances, we may terminate the management agreement or our Manager may decline to renew the management agreement,
and, in either case, we would not be required to pay a termination fee.

Sub-Advisory Agreements

Sub-Advisory Agreement with Sharpridge. Our Manager has entered into a sub-advisory agreement with Sharpridge whereby Sharpridge has
agreed to provide certain services for our benefit, including:

portfolio management;

asset monitoring;

asset hedging;

asset sourcing;

asset purchase and sale negotiation;

tax and regulatory advice; and

certain administrative functions.
This agreement has an initial term ending on December 31, 2008 and will be automatically renewed, unless Sharpridge provides notice no later
than 180 days prior to an anniversary date of its intention not to renew, for a one-year term on each anniversary date thereafter, except under
certain circumstances, including termination of the management agreement.

Sub-Advisory Agreement with Cypress. Our Manager has entered into a sub-advisory agreement with Cypress whereby Cypress has agreed to
provide certain services for our benefit, including:

asset sourcing;

asset purchase and sale negotiation;
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We are entirely dependent on our Manager for our day-to-day management and do not have any independent officers. Our executive officers

also serve as officers of our Manager and/or Cypress or Sharpridge. In addition, certain of our directors and all of the members of our Manager s
investment committee are officers of either Cypress or Sharpridge. As a result, our management agreement with our Manager was negotiated
between related parties and its terms, including fees payable, may not be as favorable to us as if it had been negotiated at arm s length with an
unaffiliated third party.

Each of our Manager and Sharpridge has discretionary investment authority over accounts that have overlapping investment objectives and may
compete with us for investment opportunities. Each of our Manager and Sharpridge has an investment allocation policy in place so that we may
share equitably with other client accounts of our Manager and Sharpridge in all investment opportunities, particularly those involving a security
with limited supply, that may be suitable for our account and such other accounts. This system also includes other controls designed to prevent
any client account from receiving favorable treatment over any other client account.

The ability of our Manager and its officers and employees to engage in other business activities may reduce the time our Manager spends
managing us.

We have not adopted a policy that expressly prohibits our directors, officers, security holders or affiliates from having a direct or indirect
pecuniary interest in any investment to be acquired or disposed of by us or any of our subsidiaries or in any transaction to which we or any of
our subsidiaries is a party or has an interest. Nor do we have a policy that expressly prohibits any such persons from engaging for their own
account in business activities of the types conducted by us. However, our code of business conduct and ethics contains a conflicts of interest
policy that prohibits our directors, officers and employees, as well as employees of our Manager who provide services to us, from engaging in
any transaction that involves an actual or apparent conflict of interest with us. In addition, nothing in the management agreement will in any way
bind or restrict our Manager or any of its affiliates, officers or employees from buying, selling or trading any securities or commodities for their
own accounts or for the accounts of others for whom our Manager or any of its affiliates, officers or employees may be acting.

The management compensation structure that we have agreed to with our Manager may cause our Manager to invest in high risk investments.
Investments with higher yield potential are generally riskier or more speculative. The compensation we pay our Manager consists of both a base
management fee that is not tied to our performance and incentive compensation that is based entirely on our performance. The base management
fee component may not sufficiently incentivize our Manager to generate consistent risk-adjusted returns for us. The incentive compensation
component may cause our Manager to place undue emphasis on the maximization of net income at the expense of other criteria, such as
preservation of capital, in order to achieve higher incentive compensation. This could result in increased risk to the value of our investment
portfolio.

Termination of the management agreement with our Manager without cause is difficult and costly. The management agreement provides that it
may only be terminated without cause upon the affirmative vote of at least two-thirds of our independent directors, or by a vote of the holders of
at least a majority of the outstanding shares of our common stock, based upon: (i) our Manager s unsatisfactory performance that is materially
detrimental to us, or (ii) a determination that the management fees payable to our Manager are not fair, subject to our Manager s right to prevent
termination based on unfair fees by accepting a reduction of management fees agreed to by at least two-thirds of our independent directors.
Upon such termination, we will pay our Manager a termination fee equal to four times the sum of (a) the average annual base management fee
and (b) the average annual incentive compensation earned by our Manager during the prior 24-month period prior to such termination, calculated
as of the end of the most recently completed fiscal quarter. These provisions may increase
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the effective cost to us of terminating the management agreement, thereby adversely affecting our ability to terminate our Manager without
cause.

Pursuant to the management agreement, our Manager will not assume any responsibility other than to render the services called for thereunder
and will not be responsible for any action of our board of directors in following or declining to follow its advice or recommendations. Our
Manager, its sub-advisors, officers, managers and employees will not be liable to us, any subsidiary of ours, our directors, our stockholders or
any subsidiary s stockholders or partners for acts or omissions performed in accordance with and pursuant to the management agreement, except
by reason of acts constituting bad faith, willful misconduct, gross negligence, or reckless disregard of their duties under the management
agreement. We have agreed to indemnify our Manager and its sub-advisors, officers, managers and employees with respect to all expenses,
losses, damages, liabilities, demands, charges and claims arising from acts of our Manager not constituting bad faith, willful misconduct, gross
negligence, or reckless disregard of duties, performed in good faith in accordance with and pursuant to the management agreement. Our
Manager has agreed to indemnify us, our directors, officers and employees with respect to all expenses, losses, damages, liabilities, demands,
charges and claims arising from acts of our Manager constituting bad faith, willful misconduct, gross negligence or reckless disregard of its
duties under the management agreement and performed in good faith in accordance with and pursuant to the management agreement or any
claims by our Manager s employees relating to the terms and conditions of their employment with our Manager.

Resolution of Potential Conflicts of Interest and Allocation of Investment Opportunities

Our management agreement with our Manager generally restricts our Manager and its affiliates from managing another REIT that invests
primarily in domestic MBS, unless the independent directors have previously approved such management by our Manager. Any portfolio
company of any private equity fund controlled by Cypress shall not be deemed to be an affiliate or an entity under common control with our
Manager.

If our Manager or Sharpridge engages in additional management or investment opportunities that have overlapping objectives with us, our
Manager or Sharpridge may face conflicts in the allocation of investment opportunities to these other investments. Generally, each of our
Manager and Sharpridge aggregates all purchase orders received by separate accounts for the same security in order to facilitate best execution.
In situations where our Manager or Sharpridge aggregates purchase orders and the amount of securities available is insufficient to satisfy each
order, each of our Manager and Sharpridge endeavors to allocate such purchases on a pro-rata basis, based on the size of each account s order.
For certain securities transactions that cannot be aggregated, such as in the case of whole pool trades, each of our Manager and Sharpridge
endeavors to allocate such purchases over time in a fair and equitable manner.

Tax Structure

We have elected to be taxed as a REIT for federal income tax purposes, commencing with our taxable year ended December 31, 2006. Our
qualification as a REIT depends upon our ability to meet, on a continuing basis, various complex requirements under the Internal Revenue Code,
relating to, among other things, the sources of our gross income, the composition and values of our assets, our distribution levels and the
concentration of ownership of our capital stock. We believe that we were organized in conformity with the requirements for qualification and
taxation as a REIT under the Internal Revenue Code and that our current and proposed manner of operation will enable us to continue to meet
the requirements for qualification and taxation as a REIT for federal income tax purposes.

As a REIT, we generally will not be subject to federal income tax on the REIT taxable income that we distribute currently to our stockholders. If
we fail to qualify as a REIT in any taxable year and do not qualify for
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certain statutory relief provisions, we will be subject to federal income tax at regular corporate rates and we may be precluded from qualifying as
a REIT for the subsequent four taxable years following the year during which we lost our qualification. Even if we qualify for federal taxation as
a REIT, we may be subject to some federal, state and local taxes on our income. Our taxable REIT subsidiaries, or TRSs, Sharpridge TRS, Inc.
and CS Alternatives TRS, Inc., are regular, domestic taxable corporations that are subject to federal, state and local income tax on their income.
Any dividends received by our stockholders from us, with limited exceptions, will not be eligible for taxation at the preferred rates that currently
apply to dividends received by taxpayers taxed at individual rates from taxable corporations.

Restrictions on Ownership of Our Capital Stock

Due to limitations on the concentration of ownership of REIT shares imposed by the Internal Revenue Code, our charter generally prohibits any
stockholder from beneficially or constructively owning more than 9.8% in value or in number of shares, whichever is more restrictive, of any
class or series of our capital stock. Our charter also prohibits any person from (a) beneficially or constructively owning shares of our capital

stock that would result in our being closely held under Section 856(h) of the Internal Revenue Code or otherwise cause us to fail to qualify as a
REIT and (b) transferring shares of our capital stock if such transfer would result in our capital stock being owned by fewer than 100 persons.
Our charter provides that any ownership or transfer of our capital stock in violation of the foregoing restrictions will result in the shares owned

or transferred in such violation being automatically transferred to a charitable trust for the benefit of a charitable beneficiary, and the purported
owner or transferee acquiring no rights in such shares. If the transfer is ineffective for any reason to prevent a violation of the restriction, the
transfer that would have resulted in such violation will be void ab initio. Our board of directors has discretion to grant exemptions from the
ownership limit subject to terms and conditions as it deems appropriate to preserve our qualification as a REIT.

Investment Company Act Exemption

We operate our business so that Cypress Sharpridge Investments, Inc. and each of its subsidiaries is exempt from registration under the
Investment Company Act. Cypress Sharpridge Investment, Inc. itself relies on the exemption provided by Section 3(c)(5)(C) of the Investment
Company Act. We monitor our portfolio periodically and prior to each investment to confirm that we continue to qualify for the exemption. To
qualify for the exemption, we make investments so that at least 55% of the assets we own on an unconsolidated basis consist of qualifying
mortgages and other liens on and interests in real estate (collectively, qualifying real estate assets ) and so that at least 80% of the assets we own
on an unconsolidated basis consist of real estate-related assets (including our qualifying real estate assets).

We generally expect that our investments in MBS (including Agency RMBS), mortgage loans and commercial real estate debt will be
considered either qualifying real estate assets or real estate-related assets under Section 3(c)(5)(C) of the Investment Company Act. To
determine whether the RMBS, commercial real estate debt and CMBS constitute qualifying real estate assets or real estate-related assets,
consistent with guidance provided by the Staff of the Securities and Exchange Commission, we will consider the characteristics of the
underlying collateral and our rights with respect to that collateral, including whether we have foreclosure rights with respect to the underlying
real estate collateral. At present, we generally do not expect that our investments in subordinated tranches of ABS, including CDOs, other ABS,
corporate leveraged loans, agency debentures or corporate debt securities will constitute qualifying real estate assets or real estate-related assets.
Similarly, we do not expect that Cypress Sharpridge Investment, Inc. s interest in its two subsidiaries, Sharpridge TRS, Inc. and CS Alternatives
TRS, Inc., will constitute qualifying real estate assets or real estate-related assets. Sharpridge TRS, Inc. and CS Alternatives TRS, Inc. will not
register as investment companies in reliance upon Section 3(c)(7) of the Investment Company Act, which is available to companies that do not
make a public offering and that issue securities exclusively to qualified purchasers. Qualification for this exemption limits our ability to make
certain investments.
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Registration Rights Agreement. Pursuant to a registration rights agreement among us, our Manager and the initial purchaser/placement agent
for the December 2006 private offering, for its benefit and the benefit of certain holders of our common stock, entered into on December 8,
2006, which we refer to as the registration rights agreement, we are required, among other things, to use our commercially reasonable efforts to
cause the resale shelf registration statement filed on April 30, 2007 (registering all of the shares of common stock sold in our initial
capitalization and our December 2006 private offering and shares of our common stock to be issued upon exercise of outstanding warrants) to
become effective under the Securities Act as promptly as practicable after the filing (such time of effectiveness may be deferred until up to 60
days after the consummation of this offering), and to maintain the resale shelf registration statement continuously effective under the Securities
Act for a specified period.

Lock-up Agreements. Pursuant to the registration rights agreement, the underwriters have requested and, subject to certain exceptions, (i) each
of our executive officers and directors, our Manager and each of its officers, directors, managers and employees, Sharpridge and its general
partner, officers, directors and employees, Cypress and its partners, officers, directors and employees, and each member of our Manager s
investment committee, in each case to the extent such person or entity holds shares of our common stock or securities exchangeable or
exercisable for shares of our common stock, have agreed for a period of 30 days prior to and continuing for 180 days following the date of this
prospectus, and (ii) all of our other stockholders (including the holders of our warrants) have agreed for a period of 30 days prior to and
continuing for 60 days after the date of this prospectus, that such holders will not, without the prior written consent of our underwriters, directly
or indirectly sell, offer, pledge, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell (including without
limitation any short sale), grant any option, right or warrant for the sale of or otherwise transfer or dispose of any of our common stock or any
securities convertible into or exchangeable or exercisable for shares of our common stock, including shares registered on our resale shelf
registration statement filed on April 30, 2007. See Underwriting No Sales of Similar Securities for a description of the specific terms of the
180-day lock up agreement described above.

Our Corporate Information

Our offices are located at 65 East 55th Street, New York, New York 10022 and the telephone number of our offices is (212) 705-0160. The
offices of Cypress Sharpridge Advisors LLC and The Cypress Group are at the same location. Sharpridge Capital Management, L.P. is located at
890 Winter Street, Suite 200, Waltham, MA, 02451. Our internet address is: www.cypresssharpridge.com. Our internet web site and the
information contained therein or connected thereto does not constitute a part of this prospectus or any amendment or supplement thereto.
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The Offering
Common stock offered by us" 18,000,000 shares
Common stock to be outstanding after this 38,972,052 shares®
offering
Use of proceeds We intend to use all or substantially all of the net proceeds of this offering to repay outstanding

indebtedness under repurchase agreements and to use the remaining portion (if any) for general
corporate purposes. See Use of Proceeds.

Proposed New York Stock Exchange Symbol CYS

Ownership and transfer restrictions To assist us in complying with limitations on the concentration of ownership of a REIT

imposed by the Internal Revenue Code, our charter generally prohibits, among other
prohibitions, any stockholder from beneficially or constructively owning more than 9.8% in
value or in number of shares, whichever is more restrictive, of any class or series of the
outstanding shares of our capital stock. See Description of Capital Stock Restrictions on
Ownership and Transfer.

Risk factors Investing in our common stock involves a high degree of risk. See Risk Factors beginning on
page 20.
(1) Assumes the underwriters option to purchase up to an additional 2,700,000 shares of our common stock solely to cover over-allotments, if any, is not

@

exercised.

Includes 7,865,288 shares issued in connection with our initial capitalization, which we completed in February 2006. Includes 11,450,000 shares of our
common stock issued in our December 2006 private offering. Also includes an aggregate of 731,764 shares of restricted stock granted in connection with our
initial capitalization and our December 2006 private offering to our executive officers and certain officers and employees of our Manager and its sub-advisors
and other individuals who provide services to us, as designated by our Manager, an aggregate of 25,000 shares of restricted stock we have granted to our
independent directors and 900,000 shares of restricted stock that we will grant upon completion of this offering to our executive officers and certain officers
and employees of our Manager and its sub-advisors and other individuals who provide services to us, as designated by our Manager. Does not include

(i) 3,932,644 shares of common stock issuable upon the exercise of outstanding warrants issued in connection with our initial capitalization, which are
currently exercisable and, subject to certain limitations, will expire on December 31, 2008, (ii) 393,264 shares of common stock issuable upon the exercise of
outstanding stock options granted in connection with our initial capitalization to our chief executive officer, nor (iii) 7,949,972 additional shares of common
stock reserved for issuance under our 2006 stock incentive plan.
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Summary Selected Consolidated Financial Information

The following table presents summary historical consolidated financial information as of December 31, 2006 and June 30, 2007, for the period

from February 10, 2006 (commencement of operations) to December 31, 2006, for the period from February 10, 2006 (commencement of
operations) to June 30, 2006 and the six months ended June 30, 2007. The summary historical consolidated financial information as of

December 31, 2006 and for the period from February 10, 2006 (commencement of operations) to December 31, 2006 presented below under the
captions Consolidated Income Statement Data and Consolidated Balance Sheet Data have been derived from our audited consolidated financial
statements.

The summary historical consolidated financial information as of June 30, 2007, for the period from February 10, 2006 (commencement of
operations) to June 30, 2006 and the six months ended June 30, 2007 presented below under the captions Consolidated Income Statement Data
and Consolidated Balance Sheet Data have been derived from our unaudited consolidated financial statements. These unaudited consolidated
financial statements have been prepared on substantially the same basis as our audited consolidated financial statements and include all
adjustments that we consider necessary for a fair presentation of our consolidated financial position and results of operations for the periods
presented therein.

Since we only operated our business for a portion of the first half of 2006, we do not believe that a comparison of our operating results for the
six months ended June 30, 2007 to the period from February 10, 2006 (commencement of operations) to June 30, 2006 is indicative of the trends
in our performance. Our results for each of the periods presented below are not necessarily indicative of our results for a full fiscal year.

Since the information presented below is only a summary and does not provide all of the information contained in our historical consolidated
financial statements, including the related notes, you should read it in conjunction with Management s Discussion and Analysis of Financial
Condition and Results of Operations and our historical consolidated financial statements, including the related notes, included elsewhere in this
prospectus.

Period from
February 10,

2006 Period from
(commencement February 10, 2006
of operations) Six Months (commencement
to Ended of
June 30, 2006 June 30, 2007 operations) to
(Unaudited) (Unaudited) December 31, 2006
Consolidated Income Statement Data:
Investment income Interest income $ 13,006,849 $ 80,011,410 $ 48,067,705
Expenses:
Total expenses 11,135,449 72,128,043 42,354,497
Net investment income $ 1,871,400 $ 7,883,367 5,713,208
Gains and (Losses) from investments:
Net gain (loss) from investments (1,584,940) (1,823,588) (4,746,941)
Net income $ 286,460 $ 6,059,779 $ 966,267
Net income per common share (basic) $ 0.04 $ 0.31 $ 0.11
Net income per common share (diluted) $ 0.04 $ 0.31 $ 0.11
Weighted average number of common shares outstanding (basic) 7,865,288 19,416,682 8,652,365
Weighted average number of common shares outstanding (diluted) 7,890,608 19,474,392 8,714,150
Distributions per common share $ (0.25) $ (0.32) $ (0.66)
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Total assets

Securities sold under agreement to repurchase
Net assets
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As of

June 30, 2007

(Unaudited)

$2,780,153,523
2,593,249,000
181,226,382

$

As of
December 31,
2006

2,491,807,479

2,306,318,000
180,300,933
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Recent Developments and Supplemental Summary Financial Information
(As of and for the two month period ended August 31, 2007)

As a result of increasing delinquencies and defaults on sub-prime residential mortgages, the market for sub-prime RMBS experienced severe
dislocations during the past several months resulting in a substantial decrease in the values of nearly all sub-prime RMBS and related CDOs.
Since June 30, 2007, several large financial institutions reported that dislocations in the sub-prime mortgage market had spread to the Alt-A
mortgage market and structured finance markets. Because many asset-backed CDOs and asset-backed commercial paper programs contain
non-Agency mortgage securities, all sectors of the fixed income markets and financing markets have come under stress. Much of the stress in the
financial markets has been focused on non-Agency residential mortgages and the financing of these assets, although the dislocations were most
pronounced in the sub-prime RMBS market. In response to these market stresses, lenders have demanded higher rates and greater levels of
over-collateralization to finance these assets.

The Agency RMBS market experienced some effects of these dislocations as valuations decreased and lenders terms became more stringent
generally. In addition, lenders capacity to finance Agency RMBS became more limited, though to a lesser degree than in the non-Agency
mortgage markets. Financing rates for Agency RMBS also increased and over-collateralization rates for Agency RMBS remain higher than
those generally prevailing prior to the recent market dislocations. Although we have been able to meet lenders requirements and have retained
access to financing, management felt it prudent to reduce our level of assets during the period subsequent to June 30, 2007 in order to reduce the
impact of the more stringent financing terms. Management continues to believe that maintaining a lower than normal asset level is prudent until
market conditions stabilize. The combination of a lower asset base and more stringent financing terms will likely negatively impact our taxable
income and cash available for distributions to stockholders.

Due to these factors, the marketability and valuations of all fixed income securities recently have been negatively impacted, including Agency
RMBS. As of June 30, 2007, approximately 98.4% of the assets in our portfolio consisted of Agency RMBS. As a result of our decision to sell
assets to reduce the impact of the dislocations in the mortgage and credit markets and the impact of these events on the marketability and
valuations of the securities in our portfolio, we experienced a decrease in our net asset value, or NAV, after June 30, 2007.

As of August 31, 2007, we had net assets of approximately $139.5 million with a NAV per share of approximately $6.95. The reduction of
approximately $41.7 million in our net assets as compared to our June 30, 2007 reported net assets resulted primarily from (i) our payment in
July 2007 of a $6.2 million distribution to our stockholders, (ii) the realized losses of approximately $21.5 million that we incurred as a result of
a reduction in our asset base of approximately $1,362.2 million since June 30, 2007, (iii) realized losses and change in value on our swap
positions of approximately $14.2 million, and (iv) an unrealized loss of approximately $2.9 million relating to the mark-to-market impact of the
assets remaining on our balance sheet. Additionally, for the period from July 1, 2007, through August 31, 2007, we had net investment income
of approximately $2.7 million and amortization of related party compensation of $0.4 million. As of August 31, 2007, our total assets were
approximately $1,418.0 million which included total investments of $1,406.5 million, securities sold under agreements to repurchase were
approximately $972.2 million, total liabilities were approximately $1,278.4 million, and our portfolio was levered (as measured by total
liabilities to total equity) approximately 9 to 1. Based on our results of operations for the two and eight months ended August 31, 2007, we
expect to report a net loss for the three and nine months ended September 30, 2007.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We make forward-looking statements in this prospectus that are subject to risks and uncertainties. These forward-looking statements include

information about possible or assumed future results of our business, financial condition, liquidity, results of operations, plans and objectives.

When we use the words believe, expect, anticipate, estimate, intend, should, may or similar expressions, we intend to identify forward
statements. Statements regarding the following subjects are forward-looking by their nature:

our business and investment strategy;

our projected operating results;

our ability to complete investments;

our ability to obtain future financing arrangements;

estimates relating to our ability to make distributions to our stockholders in the future;

our understanding of our competition;

market trends;

projected capital expenditures; and

use of the proceeds of this offering.
The forward-looking statements are based on our beliefs, assumptions and expectations of our future performance, taking into account all
information currently available to us. You should not place undue reliance on these forward-looking statements. These beliefs, assumptions and
expectations can change as a result of many possible events or factors, not all of which are known to us. Some of these factors are described in
this prospectus under the headings Risk Factors and Management s Discussion and Analysis of Financial Condition and Results of Operations. If
a change occurs, our business, financial condition, liquidity and results of operations may vary materially from those expressed in our
forward-looking statements. We are not obligated to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise.
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RISK FACTORS

An investment in our common stock involves a number of risks. Before making an investment decision, you should carefully consider the
following risk factors, together with the other information contained in this prospectus. If any of the risks discussed in this prospectus occurs,
our business, financial condition, liquidity and results of operations could be materially and adversely affected. If this were to happen, the price
of our common stock could decline significantly and you could lose all or a part of your investment.

Risks Related To Our Business

We have a limited operating history and experience operating as a REIT, and we may not be able to successfully operate our business or
generate sufficient revenue to make or sustain dividends to stockholders.

We were organized in January 2006 and have limited operating history and experience operating as a REIT. We are subject to all of the business
risks and uncertainties associated with any new business, including the risk that we will not achieve our investment objectives and that the value
of your investment could decline substantially. We have not presented results of operations for a full fiscal year in this prospectus, and we

cannot assure you that we will be able to generate sufficient revenue from operations to pay our operating expenses and make or sustain
dividends to stockholders. See Distribution Policy. We have elected to be taxed as a REIT under the Internal Revenue Code, commencing with
our taxable year ended December 31, 2006. As a result, we will be subject to various rules and regulations relating to REITs. The REIT rules

and regulations are highly technical and complex and the failure to comply with those rules and regulations could prevent us from qualifying as

a REIT or could force us to pay unexpected taxes and penalties. Because we have limited experience operating within the complex rules and
regulations associated with being a REIT, we cannot assure you that we will be able to comply with these rules and regulations. Our failure to
comply with these rules and regulations could have a material adverse effect on our results of operations, financial condition and business.

Our financial condition and results of operation will depend on our ability to manage future growth effectively.

We are a recently formed company. Our ability to achieve our investment objectives will depend on our ability to grow, which will depend, in
turn, on our Manager s ability to identify and invest in securities that meet our investment criteria. Accomplishing this result on a cost-effective
basis largely will be a function of our Manager s structuring and implementation of the investment process, its ability to provide competent,
attentive and efficient services to us and our access to financing on acceptable terms. The senior management team of our Manager has
substantial responsibilities under the management agreement. In order to grow, our Manager needs to hire, train, supervise and manage new
employees successfully. However, we can offer no assurance that any of those employees will contribute to the work of our Manager. Any
failure to manage our future growth effectively could have a material adverse effect on our business, financial condition and results of
operations.

We may change our investment strategy and asset allocation without stockholder consent, which may result in riskier investments.

We may change our investment strategy or asset allocation at any time without the consent of our stockholders, which could result in our making
investments that are different from, and possibly riskier than, the investments described in this prospectus. A change in our investment strategy
may increase our exposure to interest rate and real estate market fluctuations. Furthermore, a change in our asset allocation could result in our
allocating assets in a different manner than as described in this prospectus.

We operate in a highly competitive market for investment opportunities.

A number of entities compete with us to make the types of investments that we make. We compete with other REITS, financial companies,
public and private funds, commercial and investment banks and commercial
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finance companies. Many of our competitors are substantially larger and have considerably greater financial, technical and marketing resources
than we do. Several other REITSs have recently raised, or are expected to raise, significant amounts of capital, and may have investment
objectives that overlap with ours, which may create competition for investment opportunities. Some competitors may have a lower cost of funds
and access to funding sources that are not available to us. In addition, some of our competitors may have higher risk tolerances or different risk
assessments, which could allow them to consider a wider variety of investments and establish more relationships than us. We cannot assure you
that the competitive pressures we face will not have a material adverse effect on our business, financial condition and results of operations. Also,
as a result of this competition, we may not be able to take advantage of attractive investment opportunities from time to time, and we can offer
no assurance that we will be able to identify and make investments that are consistent with our investment objectives.

Failure to procure adequate capital and funding would adversely affect our results and may, in turn, negatively affect the value of our
common stock and our ability to distribute dividends.

We depend upon the availability of adequate funding and capital for our operations. To qualify and maintain our status as a REIT, we are
required to distribute at least 90% of our REIT taxable income annually, determined without regard to the deduction for dividends paid and
excluding net capital gain, to our stockholders and therefore are not able to retain our earnings for new investments (excluding earnings
generated by our taxable REIT subsidiaries, subject to REIT requirements). We cannot assure you that any, or sufficient, funding or capital will
be available to us in the future on terms that are acceptable to us. In the event that we cannot obtain sufficient funding on acceptable terms, there
may be a negative impact on the value of our common stock and our ability to make distributions, and you may lose part or all of your
investment.

We leverage our portfolio investments, which may adversely affect our return on our investments and may reduce cash available for
distribution.

We leverage our portfolio investments through borrowings, generally through the use of repurchase agreements; however, we may in the future
also utilize warehouse facilities, bank credit facilities, mortgage loans on real estate, securitizations, including the issuance of CDOs, loans to
entities in which we hold, directly or indirectly, interests in pools of properties or loans, and other borrowings. Leverage can enhance our
potential returns but also exacerbates losses. The percentage of leverage will vary depending on our ability to obtain these financing facilities

and the lender s and rating agencies estimate of the stability of the portfolio investments cash flow. As of June 30, 2007, our portfolio was
leveraged (as measured by total liabilities to total equity) approximately 14 to 1. In response to the recent weakness in the mortgage sector and
financing markets, we made a strategic decision to reduce the leverage of our portfolio to approximately 9 to 1 as of August 31, 2007, which
resulted in the sale of certain of our assets for a loss. See Risk Factors The current dislocations in the subprime mortgage sector, and the current
weakness in the broader mortgage market, has adversely affected some of our lenders, which has resulted in increases in our borrowing costs,
reductions in our ability to finance our assets through repurchase agreements and reductions in the value of the securities in our portfolio. If

these conditions persist, we may continue to experience increases in our borrowing costs, reductions in our ability to finance our assets through
repurchase agreements and reductions in the value of the securities in our portfolio and Risk Factors The current dislocations in the financing
markets have adversely affected our ability to obtain credit on attractive terms and have prevented us from refinancing certain of our assets held
through repurchase agreements, which has resulted in increases in our borrowing costs, reductions in our ability to finance our assets through
repurchase agreements and reductions in the value of the securities in our portfolio. If these conditions persist, we may continue to experience
increases in our borrowing costs, reductions in our ability to finance our assets through repurchase agreements and reductions in the value of the
securities in our portfolio. Our return on our investments and cash available for distribution to our stockholders may be reduced to the extent that
these or other changes in market conditions cause the cost of our financing to increase relative to the income that can be derived from the assets
acquired, which could adversely affect the price of our common stock. In addition, our debt service payments will reduce cash flow available for
distributions to stockholders. We may not be able to meet our debt service obligations. To the extent
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that we cannot meet our debt service obligations, we risk the loss of some or all of our assets to foreclosure or sale to satisfy our debt
obligations. In addition, we leverage certain of our assets through repurchase agreements. A decrease in the value of the assets held through
repurchase agreements may lead to margin calls which we will be required to satisfy. We may not have the funds available to satisfy these
margin calls. If we cannot satisfy these margin calls, we may be forced to sell the assets held through our repurchase agreements at a time when
we might not otherwise choose to do so.

The repurchase agreement, warehouse facilities and credit facilities that we use to finance our investments may require us to provide
additional collateral and may restrict us from leveraging our assets as fully as desired.

We use repurchase agreements, warehouse facilities and credit facilities to finance our investments. If the market value of the loans or securities
pledged or sold by us to a funding source decline in value, we may be required by the lending institution to provide additional collateral or pay
down a portion of the funds advanced, but we may not have the funds available to do so. Posting additional collateral will reduce our liquidity
and limit our ability to leverage our assets, which could adversely affect our business. In the event we do not have sufficient liquidity to meet
such requirements, lending institutions can accelerate our indebtedness, increase our borrowing rates, liquidate our collateral and terminate our
ability to borrow. Such a situation would likely result in a rapid deterioration of our financial condition and possibly necessitate a filing for
protection under the U.S. Bankruptcy Code.

Due to the recent dislocations in the mortgage and credit markets and the reduced valuations of fixed income securities generally, we believe
that some of our lenders may be unable or unwilling to extend us credit when needed.

Further, financial institutions may require us to maintain a certain amount of cash that is not invested or to set aside non-levered assets sufficient
to maintain a specified liquidity position which would allow us to satisfy our collateral obligations. As a result, we may not be able to leverage
our assets as fully as we would choose, which could reduce our return on equity. In the event that we are unable to meet these collateral
obligations, then, as described above, our financial condition could deteriorate rapidly.

Hedging against interest rate exposure may adversely affect our earnings, which could adversely affect cash available for distribution to our
stockholders.

We currently hedge against interest rate risk. Our hedging activity varies in scope based on the level and volatility of interest rates, the type of
portfolio investments held, and other changing market conditions. Interest rate hedging may fail to protect or could adversely affect us because,
among other things:

interest rate hedging can be expensive, particularly during periods of rising and volatile interest rates such as those experienced in
recent months;

available interest rate hedging may not correspond directly with the interest rate risk for which protection is sought;

the duration of the hedge may not match the duration of the related liability;

the amount of income that a REIT may earn from hedging transactions to offset interest rate losses is limited by federal tax
provisions governing REITSs;

the credit quality of the hedging counterparty may be downgraded to such an extent that it impairs our ability to sell or assign our
side of the hedging transaction; and

the counterparty in the hedging transaction may default on its obligation to pay.
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Our interest rate hedging activity may adversely affect our earnings, which could adversely affect cash available for distribution to our
stockholders and negatively impact our stock price.
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Hedging against credit defaults may adversely affect our earnings, which could adversely affect cash available for distribution to our
stockholders.

We expect to hedge some of our credit risk by entering into contracts with highly rated counterparties for the purpose of protecting our corporate
debt-related investments in the event of bankruptcies, defaults or insolvencies of obligors of investments in our portfolio. Our hedging activity
will vary in scope based on the availability of cost-effective credit default swap contracts, the credit quality and outlook of our corporate credit
portfolio investments held, and other changing market conditions. Credit risk hedging may fail to protect, or could adversely affect, us because,
among other things:

credit default hedging may be expensive, particularly during periods of frequent bankruptcies and insolvencies;

available credit hedging may not correspond directly with the credit risk for which protection is sought;

the terms of the hedge may not match the performance characteristics of the related liability;

the amount of income that a REIT may earn from hedging transactions to offset credit losses may be limited by federal tax provisions
governing REITs; and

the credit quality of the hedging counterparty may be downgraded to such an extent that it impairs our ability to collect, sell or assign
our side of the hedging transaction.
Our credit risk hedging activity may adversely affect our earnings, which could adversely affect cash available for distribution to our
stockholders and negatively impact our stock price.

The amount of our distributions will depend upon our operating results.

To qualify and maintain our status as a REIT, we must distribute at least 90% of our REIT taxable income to our stockholders annually,
determined without regard to the deduction for dividends paid and excluding net capital gain. Our ability to make and sustain cash distributions
is based on many factors, including the return on our investments, operating expense levels and certain restrictions imposed by Maryland law.
Some of the factors are beyond our control and a change in any such factor could affect our ability to pay future dividends. No assurance can be
given as to our ability to pay distributions. See Distribution Policy.

Loss of our Investment Company Act exemption would adversely affect us and negatively affect the value of shares of our common stock and
our ability to distribute dividends.

We have operated and intend to continue to operate our business so as to be exempt from registration under the Investment Company Act
because we are primarily engaged in the business of purchasing or otherwise acquiring mortgages and other liens on and interests in real estate.
Specifically, we invest and intend to continue to invest at least 55% of our assets in mortgage loans, MBS that represent the entire ownership in
a pool of mortgage loans and other interests in real estate and approximately an additional 25% of our assets in mortgages, MBS, securities of
REITs, and other real estate-related assets.

If we fail to qualify for this exemption, we could be required to restructure our activities in a manner that or at a time when we would not
otherwise choose to do so, which could negatively affect the value of shares of our common stock and our ability to distribute dividends. For
example, if the market value of our investments in equity securities were to increase by an amount that resulted in less than 55% of our assets
being invested in mortgage loans or MBS that represent the entire ownership in a pool of mortgage loans, we might have to sell equity securities
in order to qualify for exemption from the Investment Company Act. The sale could occur during adverse market conditions, and we could be
forced to accept a price below that which we believe is acceptable.
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