
DEUTSCHE BANK AKTIENGESELLSCHAFT
Form 424B2
May 02, 2016

Registration Statement No. 333-206013

Pricing Supplement No. 2686D; Rule 424(b)(2)

The information in this preliminary pricing supplement is not complete and may be changed.
This preliminary pricing supplement and the accompanying product supplement, prospectus
supplement and prospectus do not constitute an offer to sell nor do they seek an offer to buy
the notes in any jurisdiction where the offer or sale is not permitted.

Subject to Completion. Dated May 2, 2016. 

Product supplement D dated April 28, 2016:
http://www.sec.gov/Archives/edgar/data/1159508/000095010316012938/dp65301_424b2-ipsd.htm 

Prospectus supplement dated July 31, 2015:
http://www.sec.gov/Archives/edgar/data/1159508/000095010315006048/crt-dp58161_424b2.pdf

Prospectus dated April 27, 2016:
https://www.sec.gov/Archives/edgar/data/1159508/000119312516559607/d181910d424b21.pdf

When you read the accompanying prospectus supplement, please note that all references in such
supplement to the prospectus dated July 31, 2015, or to any sections therein, should refer instead to
the accompanying prospectus dated April 27, 2016 or to the corresponding sections of such
prospectus, as applicable.

May     , 2016

m">  September 30, September 30, 2005 2005

Net income available to common shareholders
 $(6,086) $(3,574)
Stock option compensation cost
 $(3) $(10)

Pro forma net income available to common shareholders
 $(6,089) $(3,584)

Basic income per share as reported
 $(0.24) $(0.14)

Pro forma basic income per share
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 $(0.24) $(0.14)

Diluted income per share as reported
 $(0.24) $(0.14)

Pro forma diluted income per share
 $(0.24) $(0.14)

Non-Vested Stock Awards
     The Company grants non-vested stock awards to certain directors, officers and employees under the equity
incentive plan. The grantees of the non-vested stock awards are entitled to receive all dividends and other distributions
paid with respect to the common shares of the Company underlying such non-vested stock awards at the time such
dividends or distributions are paid to holders of common shares.
     On July 14, 2006 the Company granted 175,000 non-vested stock awards to an officer of the Company. The stock
awards were issued at $6.16 per share and are being expensed over their estimated service period of five years.
Compensation expense recognized for these non-vested stock awards was approximately $65,000 for the three months
ended September 30, 2006.
     The Company recognized compensation expense for outstanding non-vested stock awards over their vesting
periods for an amount equal to the fair value of the non-vested stock awards at grant date. As of September 30, 2006
there was $3.3 million of total unrecognized compensation cost related to non-vested stock awards granted under the
equity incentive plan. That cost is expected to be recognized over a weighted-average period of 3.4 years
     The Company recorded a cumulative effect of a change in accounting principle, as a result of the adoption of SFAS
No. 123(R), in the amount of $46,000 as of January 1, 2006 to reflect the change in accounting for forfeitures. Results
for prior periods have not been restated.
     The following table summarizes the activity relating to the Company�s non-vested stock awards for the nine months
ended September 30, 2006:

Weighted
Number of Average

Non-Vested
Grant
Date

Stock
Awards Fair Value

Non-vested at January 1, 2006 469,837 $ 8.02
Granted 390,000 6.15
Vested (269,493) 8.63
Forfeited (8,001) 7.18

Non-vested at September 30, 2006 582,343 $ 6.51

17

Edgar Filing: DEUTSCHE BANK AKTIENGESELLSCHAFT - Form 424B2

2



Table of Contents

Origen Financial, Inc.
Notes to Consolidated Financial Statements (Unaudited)

Note 9 � Derivative Instruments and Hedging Activities
     In connection with the Company�s strategy to mitigate interest rate risk and variability in cash flows on its
securitizations and anticipated securitizations the Company uses derivative financial instruments such as interest rate
swap contracts. It is not the Company�s policy to use derivatives to speculate on interest rates. These derivative
instruments are intended to provide income and cash flow to offset potential increased interest expense and cash flow
under certain interest rate environments. In accordance with Statement of Financial Accounting Standards (SFAS)
No. 133, �Accounting for Derivative Instruments and Hedging Activities,� the derivative financial instruments are
reported on the consolidated balance sheet at their fair value.
     The Company documents the relationships between hedging instruments and hedged items, as well as its risk
management objectives and strategies for undertaking various hedge transactions at the inception of the hedging
transaction. This process includes linking derivatives to specific liabilities on the consolidated balance sheet. The
Company also assesses, both at the inception of the hedge and on an ongoing basis, whether the derivatives used in
hedging transactions are highly effective in offsetting changes in cash flows of the hedged items. When it is
determined that a derivative is not highly effective as a hedge or that it has ceased to be a highly effective hedge, the
Company discontinues hedge accounting.
     When hedge accounting is discontinued because the Company determines that the derivative no longer qualifies as
a hedge, the derivative will continue to be recorded on the consolidated balance sheet at its fair value. Any change in
the fair value of a derivative no longer qualifying as a hedge is recognized in current period earnings. For terminated
cash flow hedges or cash flow hedges that no longer qualify as highly effective, the effective position previously
recorded in accumulated other comprehensive income is recorded in earnings when the hedged item affects earnings.

Cash Flow Hedge Instruments
     The Company evaluates the effectiveness of derivative financial instruments designated as cash flow hedge
instruments against the interest payments related to securitizations or anticipated securitization in order to ensure that
there remains a high correlation in the hedge relationship and that the hedge relationship remains highly effective. To
hedge the effect of interest rate changes on cash flows or the overall variability in cash flows, which affect the interest
payments related to its securitization financing being hedged, the Company uses derivatives designated as cash flow
hedges under SFAS No. 133. Once the hedge relationship is established, for those derivative instruments designated as
qualifying cash flow hedges, the effective portion of the gain or loss on the derivative is reported as a component of
other comprehensive income during the current period, and reclassified into earnings as part of interest expense in the
periods during which the hedged transaction affects earnings pursuant to SFAS No. 133. The ineffective portion of the
derivative instrument is recognized in earnings in the current period and is included in interest expense for derivatives
hedging future interest payments related to recognized liabilities and non-interest income for derivatives hedging
future interest payments related to forecasted liabilities. No component of the derivative instrument�s gain or loss has
been excluded from the assessment of hedge effectiveness. During both the three and nine months ended
September 30, 2006, the Company recognized a loss of approximately $11,000 in interest expense and $1,000 in other
income due to the ineffective portion of these hedges. No ineffectiveness was recognized for the three and nine
months ended September 30, 2005.
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Origen Financial, Inc.
Notes to Consolidated Financial Statements (Unaudited)

Note 9 � Derivative Instruments and Hedging Activities (Continued)
     For the three and nine months ended September 30, 2006, the Company reclassified a net gain of approximately
$2,000 and $9,000, respectively, attributable to previously terminated cash flow hedges, which has been recorded as a
reduction of interest expense. For the three and nine months ended September 30, 2005, the Company reclassified net
losses of approximately $114,000 and $273,000, respectively, attributable to previously terminated cash flow hedges,
which were recorded as an increase in interest expense. As of September 30, 2006, net unrealized losses of
approximately $1.0 million related to cash flow hedges were included in accumulated other comprehensive income.
The Company expects to reclassify net losses of approximately $37,000 from accumulated other comprehensive
income into earnings during the next twelve months. The remaining amounts in accumulated other comprehensive
income will be reclassified into earnings by March 2020. The fair value of the Company�s derivatives accounted for as
cash flow hedges at September 30, 2006 approximated a liability of $3.4 million and is included in other liabilities.

Derivatives Not Designated as Hedge Instruments
     As of September 30, 2006, the Company had a certain open interest rate swap contract which is not designated as a
hedge. This interest rate swap contract was entered into in connection with another interest rate swap contract which is
being accounted for as a cash flow hedge for the purpose of hedging the variability in expected cash flows from the
variable-rate debt related to the Company�s 2006-A securitization. The change in the fair value of the interest rate swap
contract not designated and documented as a hedge is recorded through earnings each period and is included in
non-interest income. During both the three and nine months ended September 30, 2006, the Company recognized net
gains of approximately $3,000 related to the change in fair value of this contracts. The fair value of this contracts at
September 30, 2006 was approximately $3,000 and is included in other assets. The Company did not have any
derivatives not designated as hedge instruments during the three and nine months ended September 30, 2005.
Note 10 � Stockholders� Equity
     On August 7, 2006, the Company declared a dividend of $0.03 per common share payable to holders of record as
of August 18, 2006. On August 31, 2006 those dividends were paid and totaled approximately $773,000.

Note 11 � Subsequent Events
     On November 2, 2006, the Company declared a dividend of $0.03 per common share payable to holders of record
as of November 13, 2006. Payment of the dividend is planned for November 30, 2006.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     This Quarterly Report on Form 10-Q contains various �forward-looking statements� within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended, and we intend that such forward-looking statements will be subject to the safe harbors created thereby. For
this purpose, any statements contained in this Form 10-Q that relate to prospective events or developments are deemed
to be forward-looking statements. Words such as �believes,� �forecasts,� �anticipates,� �intends,� �plans,� �expects,� �will� and
similar expressions are intended to identify forward-looking statements. These forward-looking statements reflect our
current views with respect to future events and financial performance, but involve known and unknown risks and
uncertainties, both general and specific to the matters discussed in this Form 10-Q. These risks and uncertainties may
cause our actual results to be materially different from any future results expressed or implied by such
forward-looking statements. Such risks and uncertainties include:

� the performance of our manufactured housing loans;

� our ability to borrow at favorable rates and terms;

� the supply of manufactured housing loans;

� interest rate levels and changes in the yield curve;

� our ability to use hedging strategies to mitigate our exposure to changing interest rates;

� changes in, and the costs associated with complying with, federal, state and local regulations, including
consumer finance and housing regulations;

� applicable laws, including federal income tax laws;

� general economic conditions in the markets in which we operate;
and those other risk factors discussed under the heading entitled �Risk Factors� and elsewhere in our Annual Report on
Form 10-K for the year ended December 31, 2005. All forward-looking statements included in this document are
based on information available to us on the date of this Form 10-Q. We do not intend to update or revise any
forward-looking statements that we make in this document or other documents, reports, filings or press releases,
whether as a result of new information, future events or otherwise.
     The following discussion and analysis of our consolidated financial condition and results of operations as of and
for the periods ended September 30, 2006 in this quarterly report on Form 10-Q should be read in conjunction with
our Consolidated Financial Statements and the �Notes to Consolidated Financial Statements� included in our Annual
Report on Form 10-K for the year ended December 31, 2005.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Overview
     In October 2003, we began operations upon the completion of a private placement of $150 million of our common
stock to certain institutional and accredited investors. In February, 2004, we completed another private placement of
$10 million of our common stock to one institutional investor. In connection with and as a condition to the
October 2003 private placement, we acquired all of the equity interests of Origen Financial L.L.C. We also took steps
to qualify Origen Financial, Inc. as a REIT. In the second quarter of 2004, we completed the initial public offering of
our common stock. Currently, most of our operations are conducted through Origen Financial L.L.C., our
wholly-owned subsidiary. We conduct the rest of our business operations through our other wholly-owned
subsidiaries, including taxable REIT subsidiaries, to take advantage of certain business opportunities and ensure that
we comply with the federal income tax rules applicable to REITs.
Recent Developments
     On August 25, 2006, we completed our 2006-A securitization of approximately $224.2 million in principal balance
of manufactured housing loans. The securitization was accounted for as a financing. As part of the securitization we
issued approximately $200.6 million in notes payable.
Critical Accounting Policies
     The Company�s consolidated financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America (US GAAP).
     The financial information contained within our statements is, to a significant extent, financial information that is
based on approximate measures of the financial effects of transactions and events that have already occurred. A
variety of factors could affect the ultimate value that is obtained either when earning income, recognizing an expense,
recovering an asset, or relieving a liability. In some instances we use a discount factor to determine the present value
of assets and liabilities. A change in the discount factor could increase or decrease the values of those assets and
liabilities and such changes would result in either a beneficial or adverse impact to our financial results. We use
historical loss factors, adjusted for current conditions, to determine the inherent loss that may be present in our loan
portfolio. Other estimates that we use are fair value of derivatives and expected useful lives of our depreciable assets.
We value our derivative contracts at fair value using either readily available, market quoted prices or from information
that can be extrapolated to approximate a market price. Additionally, as a result of the adoption of Statement of
Financial Accounting Standards (�SFAS�) No. 123(R), �Share-Based Payment,� we make estimates related to future
forfeitures of unvested stock awards and stock options. Any change in the estimates of future forfeitures of unvested
stock awards and stock options could increase or decrease compensation expense. We are subject to US GAAP that
may change from one previously acceptable method to another method. Although the economics of our transactions
would be the same, the timing of events that would impact our transactions could change.
     Understanding our accounting policies is fundamental to understanding our consolidated financial position and
consolidated results of operations. Details regarding our critical accounting policies are described fully in Note 1 in
the �Notes to Consolidated Financial Statements� in our 2005 Annual Report on Form 10-K filed with the Securities and
Exchange Commission.

21

Edgar Filing: DEUTSCHE BANK AKTIENGESELLSCHAFT - Form 424B2

Table of Contents 6



Table of Contents

Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Results of Operations
Comparison of the three months ended September 30, 2006 and 2005.
Net Income
     Net income increased $7.9 million to $1.8 million for the three months ended September 30, 2006 compared to a
net loss of $6.1 million for the same period in 2005. The increase is the result of an increase of $5.2 million in net
interest income after loan losses and impairment, an increase of $0.5 million in non-interest income and a decrease in
non-interest expenses of $2.2 million as described in more detail below.
Interest Income
     Interest income increased 22.1% to approximately $18.8 million compared to approximately $15.4 million. This
increase resulted primarily from an increase of $181.8 million or 24.1% in average interest earning assets from
$753.3 million to $935.1 million. The increase in interest earning assets includes an increase of approximately
$181.0 million in average manufactured housing loans. The weighted average net interest rate on the loan receivable
portfolio decreased to 8.0% from 8.2%.
     Interest expense increased $3.8 million, or 49.4%, to $11.5 million from $7.7 million. The majority of our interest
expense relates to interest on our loan funding facilities. Average debt outstanding on our loan funding facilities
increased $181.4 million to $751.7 million compared to $570.3 million, or 31.8%. The average interest rate on total
debt outstanding increased from 5.2% to 5.9%. The higher average interest rate for the three months ended
September 30, 2006 compared to the three months ended September 30, 2005 was primarily due to increases in the
base LIBOR rate.
     The following table presents information relative to the average balances and interest rates of our interest earning
assets and interest bearing liabilities for the three months ended September 30 (dollars in thousands):

2006 2005
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

Interest earning assets:
Manufactured housing loans1 $ 877,190 $ 17,637 8.04% $ 696,151 $ 14,329 8.23%
Investment securities 41,229 937 9.09% 41,298 973 9.42%
Other 16,665 233 5.59% 15,862 106 2.67%

Total $ 935,084 $ 18,807 8.05% $ 753,311 $ 15,408 8.18%

Interest bearing liabilities2:
Loan funding facilities $ 751,735 $ 11,077 5.89% $ 570,319 $ 7,433 5.21%
Repurchase agreements 23,582 365 6.19% 24,263 267 4.40%
Notes payable � servicing
advance 367 9 9.81% 721 14 7.77%

Total $ 775,684 $ 11,451 5.90% $ 595,303 $ 7,714 5.18%

Net interest income and
interest rate spread $ 7,356 2.14% $ 7,694 3.00%

Net yield on average interest
earning assets3 3.15% 4.09%
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1 Net of loan
servicing fees.

2 Includes facility
fees.

3 Amount is
calculated as
annualized net
interest income
divided by total
average interest
earning assets.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     The following table sets forth the changes in the components of net interest income for the three months ended
September 30, 2006 compared to the three months ended September 30, 2005 (in thousands). The changes in net
interest income between periods have been reflected as attributable to either volume or rate changes. For the purposes
of this table, changes that are not solely due to volume or rate changes are allocated to rate changes.

Volume Rate Total
Interest earning assets:
Manufactured housing loans $ 3,726 $ (418) $ 3,308
Investment securities (2) (34) (36)
Other 5 122 127

Total interest income $ 3,729 $ (330) $ 3,399

Interest bearing liabilities:
Loan funding facilities $ 2,364 $ 1,280 $ 3,644
Repurchase agreements (7) 105 98
Notes payable � servicing advances (7) 2 (5)

Total interest expense $ 2,350 $ 1,387 $ 3,737

Decrease in net interest income $ (338)

Non-interest Income
     Non-interest income is primarily made up of loan servicing related revenue including loan servicing fees, late
charges, commissions on insurance and commitment fees from third-party loan originations. Such revenue increased
$0.5 million, or 12.8%, to $4.4 million compared to $3.9 million. This increase was primarily the result of an increase
in the average serviced loan portfolio on which servicing fees are collected of approximately $78.7 million, or 5.3%,
from $1.49 billion to $1.57 billion.
Provision for Losses
     The provision for loan losses decreased 76.1% to $1.6 million from $6.7 million. The provision for the three
months ended September 30, 2005 included approximately $3.5 million related to the effects of Hurricane Katrina and
Hurricane Rita and approximately $0.8 million of losses related to the charge-off of loans repurchased from
Vanderbilt Mortgage and Finance, Inc. (�Vanderbilt�) under a previous repurchase agreement. Net charge-offs against
the allowance for loan losses decreased 23.1% to $2.0 million for the three months ended September 30, 2006
compared to $2.6 million for three months ended September 30, 2005. As a percentage of average loans receivable,
net charge-offs, on an annualized basis, decreased to 0.9% compared to 1.5%. We expect net charge-offs as a
percentage of average outstanding principal balance to continue to decrease in the future due to the fact that the owned
portfolio of loans at September 30, 2006 has a larger concentration of loans originated after December 31, 2001 than
was the case for the owned portfolio at September 30, 2005. A change to our underwriting practices and credit scoring
model in 2002 has resulted in higher credit quality of loans originated since 2002.
     No impairments related to previously purchased loan pools were recognized during the third quarter of 2006. An
impairment of $0.4 million in the carrying value of a previously purchased loan pool was recognized during the third
quarter of 2005.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Non-interest Expenses
     Personnel expenses decreased approximately $0.2 million, or 3.4%, to $5.7 million compared to $5.9 million. The
decrease is primarily the result of a $0.3 million decrease in stock compensation expense offset by a $0.1 million
increase in salary expense.
     Loan origination and servicing expenses increased approximately 8.4% to $402,000 compared to $371,000. The
change is primarily a result of an increase in custodial and other servicing fees related to the general growth of our
servicing portfolio.
     Write-down of residual interest decreased $0.7 million. During the three months ended September 30, 2005 we
wrote-off our residual interest in the 2002-A securitization as a result of the effects of Hurricane Katrina and
Hurricane Rita.
     Loss on recourse buyout decreased $0.9 million. During the three months ended September 30, 2005 we bought out
our recourse obligation with Vanderbilt.
     Other operating expenses, which consist of occupancy and equipment, professional fees, travel and entertainment
and miscellaneous expenses decreased approximately $0.4 million to $2.2 million or 15.4%, compared to $2.6 million.
This decrease is primarily the result of a $0.2 million decrease in professional fees, a $0.1 million decrease in travel
and entertainment expenses and a $0.1 million decrease in other miscellaneous expenses.
Comparison of the nine months ended September 30, 2006 and 2005.
Net Income
     Net income increased $8.5 million to $4.9 million for the nine months ended September 30, 2006 compared to a
net loss of $3.6 million for the same period in 2005. The increase is the result of an increase of $5.2 million in net
interest income after loan losses and impairment, an increase of $2.2 million in non-interest income and a decrease in
non-interest expenses of $1.1 million as described in more detail below.
Interest Income
     Interest income increased 25.2% to approximately $54.1 million compared to approximately $43.2 million. This
increase resulted primarily from an increase of $186.8 million or 26.7% in average interest earning assets from
$699.4 million to $886.2 million. The increase in interest earning assets includes an increase of approximately
$185.4 million in average manufactured housing loans. The weighted average net interest rate on the loan receivable
portfolio decreased to 8.2% from 8.3%.
     Interest expense increased $11.5 million, or 58.1%, to $31.3 million from $19.8 million. The majority of our
interest expense relates to interest on our loan funding facilities. Average debt outstanding on our loan funding
facilities increased $187.9 million to $705.4 million compared to $517.5 million, or 36.3%. The average interest rate
on total debt outstanding increased from 4.9% to 5.7%. The higher average interest rate for the nine months ended
September 30, 2006 compared to the nine months ended September 30, 2005 was primarily due to increases in the
base LIBOR rate.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     The following table presents information relative to the average balances and interest rates of our interest earning
assets and interest bearing liabilities for the nine months ended September 30 (dollars in thousands):

2006 2005
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

Interest earning assets:
Manufactured housing loans1 $ 828,294 $ 50,665 8.16% $ 642,902 $ 40,097 8.32%
Investment securities 41,313 2,814 9.08% 40,143 2,803 9.31%
Other 16,618 593 4.76% 16,312 296 2.42%

Total $ 886,225 $ 54,072 8.14% $ 699,357 $ 43,196 8.24%

Interest bearing liabilities2:
Loan funding facilities $ 705,377 $ 30,270 5.72% $ 517,515 $ 19,115 4.92%
Repurchase agreements 23,582 1,026 5.80% 22,337 653 3.90%
Notes payable � servicing
advance 454 32 9.40% 623 37 7.92%

Total $ 729,413 $ 31,328 5.73% $ 540,475 $ 19,805 4.89%

Net interest income and
interest rate spread $ 22,744 2.41% $ 23,391 3.35%

Net yield on average interest
earning assets3 3.42% 4.46%

     The following table sets forth the changes in the components of net interest income for the nine months ended
September 30, 2006 compared to the nine months ended September 30, 2005 (in thousands). The changes in net
interest income between periods have been reflected as attributable to either volume or rate changes. For the purposes
of this table, changes that are not solely due to volume or rate changes are allocated to rate changes.

Volume Rate Total
Interest earning assets:
Manufactured housing loans $ 11,563 $ (995) $ 10,568
Investment securities 82 (71) 11
Other 6 291 297

Total interest income $ 11,651 $ (775) $ 10,876

Interest bearing liabilities:
Loan funding facilities $ 6,939 $ 4,216 $ 11,155
Repurchase agreements 36 337 373
Notes payable � servicing advances (10) 5 (5)

Total interest expense $ 6,965 $ 4,558 $ 11,523
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Decrease in net interest income $ (647)

Non-interest Income
     Non-interest income is primarily made up of loan servicing related revenue including loan servicing fees, late
charges, commissions on insurance and commitment fees from third-party loan originations. Such revenue increased
$2.2 million, or 20.8%, to $12.8 million compared to $10.6 million. This increase was primarily the result of an
increase in the average serviced loan portfolio on which servicing fees are collected of approximately $82.5 million,
or 5.7%, from $1.46 billion to $1.54 billion.

1 Net of loan
servicing fees.

2 Includes facility
fees.

3 Amount is
calculated as
annualized net
interest income
divided by total
average interest
earning assets.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Provision for Losses
     The provision for loan losses decreased 52.9% to $4.9 million from $10.4 million. The provision for the nine
months ended September 30, 2006 included approximately $3.5 million related to the effects of Hurricane Katrina and
Hurricane Rita and approximately $0.8 million of losses related to the charge-off of loans repurchased from
Vanderbilt under a previous repurchase agreement. Net charge-offs against the allowance for loan loss decreased
16.7% from $7.8 million, to $6.5 million. As a percentage of average loans receivable, net charge-offs, on an
annualized basis, decreased to 1.0% compared to 1.6%. We expect net charge-offs as a percentage of average
outstanding principal balance to continue to decrease in the future due to the fact that the owned portfolio of loans at
September 30, 2006 has a larger concentration of loans originated after December 31, 2001 than was the case for the
owned portfolio at September 30, 2005. A change to our underwriting practices and credit scoring model in 2002 has
resulted in higher credit quality of loans originated since 2002.
Non-interest Expenses
     Personnel expenses increased approximately $0.9 million, or 5.3%, to $18.0 million compared to $17.1 million.
The increase is primarily the result of a $0.7 million increase in annual performance bonuses and a $0.7 million
increase in salaries and temporary office staffing expenses, offset by a decrease of $0.5 million in stock compensation
expenses.
     Write-down of residual interest decreased $0.7 million. During the nine months ended September 30, 2005 we
wrote-off our residual interest in the 2002-A securitization as a result of the effects of Hurricane Katrina and
Hurricane Rita.
     Loss on recourse buyout decreased $0.9 million. During the nine months ended September 30, 2005 we bought out
our recourse obligation with Vanderbilt.
     Other operating expenses, which consist of occupancy and equipment, professional fees, travel and entertainment
and miscellaneous expenses decreased approximately $0.3 million to $6.3 million or 4.5%, compared to $6.6 million.
This decrease is primarily the result of a $0.1 million decrease in professional fees, a $0.1 million decrease in
telephone and data communication expenses and a $0.1 million decrease in other miscellaneous expenses.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Receivable Portfolio and Asset Quality
     Net loans receivable outstanding increased 17.8% to $904.9 million at September 30, 2006 compared to
$768.4 million at December 31, 2005. Loans receivable are comprised of installment contracts and mortgages
collateralized by manufactured houses and in some instances real estate.
     New loan originations for the three months ended September 30, 2006 decreased 0.7% to $70.9 million compared
to $71.4 million for the three months ended September 30, 2005. We additionally processed $15.7 million and
$11.1 million in loans originated under third-party origination agreements for the three months ended September 30,
2006 and 2005, respectively. New loan originations for the nine months ended September 30, 2006 increased 6.5% to
$210.2 million compared to $197.4 million for the nine months ended September 30, 2005. We additionally processed
$35.9 million and $23.1 million in loans originated under third-party origination agreements for the nine months
ended September 30, 2006 and 2005, respectively.
     During the three and nine months ended September 30, 2006, we purchased $4.2 million in loans from Sun Home
Services, Inc., a subsidiary of Sun Communities, Inc. (�Sun Communities�). The purchase price approximated fair
value. Sun Communities owns approximately 20% of our outstanding common stock. We did not purchase any loans
from Sun Communities or its affiliates during the three and nine months ended September 30, 2005.
     The following table sets forth the average loan balance, weighted average loan coupon and weighted average initial
term of the loan receivable portfolio (dollars in thousands):

September 30,
2006

December 31,
2005

Principal balance of loans receivable $ 912,596 $ 781,650
Number of loans receivable 19,580 17,277
Average loan balance $ 47 $ 45
Weighted average loan coupon1 9.51% 9.56%
Weighted average initial term 20 years 20 years
     Delinquency statistics for the manufactured housing loan portfolio are as follows (dollars in thousands):

September 30, 2006 December 31, 2005
No. of Principal % of No. of Principal % of

Days delinquent Loans Balance Portfolio Loans Balance Portfolio
31-60 240 $8,701 1.0% 215 $8,182 1.0%
61-90 84 2,991 0.3% 68 2,561 0.3%
Greater than 90 147 5,600 0.6% 192 7,480 1.0%
     We define non-performing loans as those loans that are 90 or more days delinquent in contractual principal
payments. For the three and nine months ended September 30, 2006 the average outstanding principal balance of
non-performing loans was approximately $5.2 million and $5.8 million, respectively, compared to $7.0 million for
both the three and nine months ended September 30, 2005. Non-performing loans as a percentage of average loans
receivable decreased to 0.6% and 0.7% for the three and nine months ended September 30, 2006 as compared to 1.0%
and 1.1% for the three and nine months ended September 30, 2005, primarily as a result of higher average balances
and improved credit quality in the loan portfolio.
     At September 30, 2006 we held 124 repossessed houses owned by us compared to 162 houses at December 31,
2005. The book value of these houses, including repossession expenses, based on the lower of cost or market value
was approximately $2.6 million at September 30, 2006 compared to $3.5 million at December 31, 2005, a decrease of
$0.9 million or 25.7%.

1 The weighted
average loan
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     The allowance for loan losses decreased $1.6 million to $8.4 million at September 30, 2006 from $10.0 million at
December 31, 2005. Despite the 18.7% increase in the gross loans receivable balance, net of loans accounted for under
the provisions of the American Institute of Certified Public Accountants (�AICPA�) Statement of Position 03-3 (�SOP
03-3�), �Accounting for Certain Loans or Debt Securities Acquired in a Transfer,� the allowance for loan losses
decreased 16.0% due to improvements in delinquency rates and net charge-offs. Loans delinquent over 60 days
decreased $1.4 million or 14.0% from $10.0 million at December 31, 2005 to $8.6 million at September 30, 2006. The
allowance for loan losses as a percentage of gross loans receivable, net of loans accounted for under SOP 03-3, was
approximately 0.95% at September 30, 2006 compared to approximately 1.35% at December 31, 2005. Net
charge-offs were $2.0 million and $6.5 million for the three and nine months ended September 30, 2006, respectively,
compared to $2.6 million and $7.8 million for the three and nine months ended September 30, 2005.
     Our allowance for loan losses includes amounts provided for inherent losses resulting from the damage inflicted by
Hurricane Katrina and Hurricane Rita in 2005. Observed trends in the performance of the identified loans through
September 30, 2006 and continuing through November 1, 2006, including delinquency rates, losses and recovery
percentages, have been more favorable than management�s initial expectations. However, there can be no assurance
that these trends will continue. At January 1, 2006 our allowance included approximately $3.4 million of estimated
losses related to the effects of Hurricane Katrina and Hurricane Rita. As a result of the more favorable trends, we have
reduced a portion of the allowance established for estimated hurricane losses by approximately $0.6 million and
$1.6 million during the three and nine months ended September 30, 2006. We will continue to gather and interpret
data from the affected areas and compare such information to our estimates. Amounts are refined as deemed
appropriate.
     Changes to our underwriting practices, processes, credit scoring models, systems and servicing techniques in 2002
have resulted in demonstrably superior performance by loans originated in and subsequent to 2002 as compared to
loans originated by our predecessors prior to 2002. The pre-2002 loans, despite representing a diminishing percentage
of our owned loan portfolio, have had a disproportionate impact on our financial performance.
The following tables indicate the impact of such legacy loans:
Loan Pool Unpaid Principal Balance (dollars in thousands)1

2002 and
2001 and

prior subsequent
At December 31, 2005
Dollars $ 56,622 $732,033
Percentage of total 7.2% 92.8%

At September 30, 2006
Dollars $ 48,475 $868,071
Percentage of total 5.3% 94.7%
Static Pool Performance (dollars in thousands) 1

2002 and
2001 and

prior subsequent
Nine months ended September 30, 2006
Dollars defaulted $ 4,055 $9,819
Net recovery percentage 37.1% 48.4%
Net losses $ 3,495 $5,507
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     While representing less than 6% of the owned loan portfolio at September 30, 2006, the pre-2002 loans accounted
for approximately 29% of the defaults during the nine months ended September 30, 2006. Additionally, recovery rates
were substantially lower for the pre-2002 loans leading to higher losses as compared to loans from 2002 and later.
Management believes that as these loans become a smaller percentage of the owned loan portfolio, the negative
impact on earnings will diminish.
     Our asset quality statistics for the quarter ended September 30, 2006 reflect our continued emphasis on the credit
quality of our borrowers and the improved underwriting and origination practices we have put into place. Continued
improvement in delinquency statistics and recovery rates are expected to result in lower levels of non-performing
assets and net charge-offs. Long term, lower levels of non-performing assets and net charge-offs should have a
positive effect on earnings through decreases in the provision for loan losses and servicing expenses as well as
increases in net interest income.
Liquidity and Capital Resources
     We require capital to fund our loan originations, acquire manufactured housing loans originated by third parties
and expand our loan servicing operations. At September 30, 2006 we had approximately $3.3 million in available cash
and cash equivalents. As a REIT, we are required to distribute at least 90% of our REIT taxable income (as defined in
the Internal Revenue Code) to our stockholders on an annual basis. Therefore, as a general matter, it is unlikely we
will have any substantial cash balances that could be used to meet our liquidity needs. Instead, these needs must be
met from cash provided from operations and external sources of capital. Historically, we have satisfied our liquidity
needs through cash generated from operations, sales of our common and preferred stock, borrowings on our credit
facilities and securitizations.
     Cash provided by operating activities during the nine months ended September 30, 2006, totaled $13.3 million
versus $13.6 million for the nine months ended September 30, 2005. Cash used in investing activities was
$142.6 million for the nine months ended September 30, 2006 versus $176.7 million for the nine months ended
September 30, 2005. Cash used to originate and purchase loans decreased 1.0%, or $2.1 million, to $214.5 million for
the nine months ended September 30, 2006 compared to $216.6 million for the nine months ended September 30,
2005. The change is a result of a decrease of approximately $26.6 million in manufactured housing loan purchases
offset by an increase in origination volume due to increased market share resulting from our focus on customer service
and the use of technology to deliver our products and services. Principal collections on loans totaled $64.0 million for
the nine months ended September 30, 2006 as compared to $41.3 million for the nine months ended September 30,
2005, an increase of $22.7 million, or 55.0%. The increase in collections is primarily related to the increase in the
average outstanding loan portfolio balance, which was $828.3 million for the nine months ended September 30, 2006
compared to $642.9 million for the nine months ended September 30, 2005, in addition to improved credit quality and
decreased delinquency as a percentage of outstanding loan receivable balance.
     The primary source of cash during the nine months ended September 30, 2006 was our 2006-A securitized
financing transaction completed in August 2006. We securitized approximately $224.2 million in principle balance of
manufactured housing loans, which was funded by issuing bonds of approximately $200.6 million. Proceeds from the
transaction totaled approximately $200.6 million, of which approximately $199.2 million was used to reduce the
aggregate balance of notes outstanding under our Citigroup warehouse financing facility.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     Continued access to the securitization market is very important to our business. The proceeds from successful
securitization transactions generally are applied to paying down our short-term credit facilities giving us renewed
borrowing capacity to fund new loan originations. Numerous factors affect our ability to complete a successful
securitization, including factors beyond our control. These include general market interest rate levels, the shape of the
yield curve and spreads between rates on U.S. Treasury obligations and securitized bonds, all of which affect investors�
demand for securitized debt. In the event these factors are unfavorable our ability to successfully complete
securitization transactions is impeded and our liquidity and capital resources are affected negatively. There can be no
assurance that current favorable conditions will continue or that unfavorable conditions will not return.
     We currently have a short term securitization facility used for warehouse financing with Citigroup. Under the terms
of the agreement, originally entered into in March 2003 and amended periodically, most recently in July 2006, we
pledge loans as collateral and in turn we are advanced funds. The facility has a maximum advance amount of
$200 million at an annual interest rate equal to LIBOR plus a spread. Additionally, the facility includes a $35 million
supplemental advance amount that is collateralized by our residual interests in our securitizations. The facility matures
on March 22, 2007. The outstanding balance on the facility was approximately $61.0 million at September 30, 2006.
     Additionally, we have four repurchase agreements with Citigroup. Three of the repurchase agreements are for the
purpose of financing the purchase of investments in three asset backed securities with principal balances of
$32.0 million, $3.1 million and $3.7 million respectively. The fourth repurchase agreement is for the purpose of
financing a portion of our interest in the 2004-B securitization with a principal balance of $4.0 million. Under the
terms of the agreements we sell our interest in the securities with an agreement to repurchase them at a predetermined
future date at the principal amount sold plus an interest component. The securities are financed at an amount equal to
75% of their current market value as determined by Citigroup. Typically the repurchase agreements are rolled over for
30 day periods when they expire. The annual interest rates on the agreements are equal to LIBOR plus a spread. The
repurchase agreements had outstanding principal balances of approximately $16.8 million, $1.7 million, $2.1 million
and $3.0 million at September 30, 2006.
     Under the terms of our revolving credit facility with JP Morgan Chase Bank, N.A., we can borrow up to
$5.0 million to fund required principal and interest advances on manufactured housing loans that we service for
outside investors. Borrowings under the facility are repaid when we collect monthly payments made by borrowers
under such manufactured housing loans. The bank�s prime interest rate is payable on the outstanding balance. To
secure the loan, we have granted JPMorgan Chase Bank, N.A. a security interest in substantially all our assets
excluding securitized assets. The expiration date of the facility is December 31, 2006. The outstanding balance on the
facility was approximately $1.5 million at September 30, 2006.
     In September 2005, the Securities and Exchange Commission declared effective our shelf registration statement on
Form S-3 for the proposed offering, from time to time, of up to $200 million of our common stock, preferred stock
and debt securities. In addition to such debt securities, preferred stock and other common stock we may sell under the
registration statement, we have registered for sale 1,540,000 shares of our common stock pursuant to a sales
agreement that we have entered into with Brinson Patrick Securities Corporation. It is anticipated that these shares of
common stock will be sold at the price of our common stock prevailing at the time of sale.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     Our long-term liquidity and capital requirements consist primarily of funds necessary to originate and hold
manufactured housing loans, acquire and hold manufactured housing loans originated by third parties and expand our
loan servicing operations. We expect to meet our long-term liquidity requirements through cash generated from
operations, but we will require external sources of capital, including sales of shares of our common stock, preferred
stock, debt securities and third-party borrowings. We intend to continue to access the asset-backed securities market
for the long-term financing of our loans in order to match the interest rate risk between our loans and the related
long-term funding source. Our ability to meet our long-term liquidity needs depends on numerous factors, many of
which are outside of our control. These factors include general capital market and economic conditions, general
market interest rate levels, the shape of the yield curve and spreads between rates on U.S. Treasury obligations and
securitized bonds, all of which affect investors� demand for equity and debt securities, including securitized debt
securities.
     Cash generated from operations, borrowings under our Citigroup facility, loan securitizations, borrowings against
our securitized loan interests, convertible debt, equity interests or additional debt financing arrangements (either
pursuant to our shelf registration statement on Form S-3 or otherwise) will enable us to meet our liquidity needs for at
least the next twelve months depending on market conditions which may affect loan origination volume, loan
purchase opportunities and the availability of securitizations. If market conditions require, loan purchase opportunities
become available, or favorable capital opportunities become available, we may seek additional funds through
additional credit facilities or additional sales of our common or preferred stock.
     The risks associated with the manufactured housing business become more acute in any economic slowdown or
recession. Periods of economic slowdown or recession may be accompanied by decreased demand for consumer credit
and declining asset values. In the manufactured housing business, any material decline in collateral values increases
the loan-to-value ratios of loans previously made, thereby weakening collateral coverage and increasing the size of
losses in the event of default. Delinquencies, repossessions, foreclosures and losses generally increase during
economic slowdowns or recessions. For our finance customers, loss of employment, increases in cost-of-living or
other adverse economic conditions could impair their ability to meet their payment obligations. Higher industry
inventory levels of repossessed manufactured houses may affect recovery rates and result in future impairment
charges and provision for losses. In addition, in an economic slowdown or recession, servicing and litigation costs
generally increase. Any sustained period of increased delinquencies, repossessions, foreclosures, losses or increased
costs would adversely affect our financial condition, results of operations and liquidity.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
     Market risk is the risk of loss arising from adverse changes in market prices and interest rates. Our market risk
arises from interest rate risk inherent in our financial instruments. We are not currently subject to foreign currency
exchange rate risk or commodity price risk.
     The outstanding balance of our variable rate debt under which we paid interest at various LIBOR rates plus a
spread, totaled $281.9 million and $173.5 million at September 2006 and 2005, respectively. If LIBOR increased or
decreased by 1.0% during the nine months ended September 30, 2006 and 2005, we believe our interest expense
would have increased or decreased by approximately $1.3 million and $1.1 million, respectively, based on the
$180.3 million and $146.0 million average balance outstanding under our variable rate debt facilities for the nine
months ended September 30, 2006 and 2005, respectively. We had no variable rate interest earning assets outstanding
during the nine months ended September 30, 2006 or 2005.
     The following table shows the contractual maturity dates of our assets and liabilities at September 30, 2006. For
each maturity category in the table the difference between interest-earning assets and interest-bearing liabilities
reflects an imbalance between re-pricing opportunities for the two sides of the balance sheet. The consequences of a
negative cumulative gap at the end of one year suggests that, if interest rates were to rise, liability costs would
increase more quickly than asset yields, placing negative pressure on earnings (dollars in thousands).

Maturity
0 to 3 4 to 12 1 to 5 Over 5

months months years years Total
Assets

Cash and equivalents $ 3,343 $ � $ � $ � $ 3,343
Restricted cash 13,867 � � � 13,867
Investments � � � 41,540 41,540
Loans receivable, net 31,735 89,613 358,654 424,863 904,865
Furniture, fixtures and equipment,
net 206 619 2,475 � 3,300
Goodwill � � � 32,277 32,277
Other assets 11,354 6,374 4,680 2,546 24,954

Total assets $ 60,505 $ 96,606 $ 365,809 $ 501,226 $ 1,024,146

Liabilities and Stockholders�
Equity

Warehouse financing $ 15,255 $ 45,763 $ � $ � $ 61,018
Securitization financing 24,901 70,316 281,422 333,372 710,011
Repurchase agreements 23,582 � � � 23,582
Notes payable � servicing advances 1,458 � � � 1,458
Other liabilities 20,579 356 � 4,672 25,607

Total liabilities 85,775 116,435 281,422 338,044 821,676

Preferred stock � � � 125 125
Common stock � � � 258 258
Additional paid-in-capital � � � 219,437 219,437
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Accumulated other comprehensive
loss (4) (32) 177 (1,185) (1,044)
Distributions in excess of earnings � � � (16,306) (16,306)

Total stockholders� equity (4) (32) 177 202,329 202,470

Total liabilities and stockholders�
equity $ 85,771 $ 116,403 $ 281,599 $ 540,373 $ 1,024,146

Interest sensitivity gap $ (25,266) $ (19,797) $ 84,210 $ (39,147)
Cumulative interest sensitivity gap $ (25,266) $ (45,063) $ 39,147 �
Cumulative interest sensitivity gap
to total assets (2.47)% (4.40)% 3.82% �
     We believe the negative effect of a rise in interest rates is reduced by the anticipated securitization of our loans
receivable, which in conjunction with our hedging strategies, fixes our cost of funds associated with the loans over the
lives of such loans.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
     The following table shows our financial instruments that are sensitive to changes in interest rates and are
categorized by contractual maturity at September 30, 2006, (dollars in thousands):

Contractual Maturity
There-

2006 2007 2008 2009 2010 after Total
Interest sensitive
assets
Loans receivable $ 31,735 $ 117,678 $ 103,867 $ 91,615 $ 80,775 $ 479,195 $ 904,865
Average interest
rate 9.51% 9.51% 9.51% 9.51% 9.51% 9.51% 9.51%
Interest bearing
deposits 17,669 � � � � � 17,669
Average interest
rate 4.76% � � � � � 4.76%
Investments � � � � � 41,540 41,540
Average interest
rate � � � � � 9.08% 9.08%
Interest rate swap
asset 3 � � � � � 3
Average interest
rate 5.33% � � � � � 5.33%

Total interest
sensitive assets $ 49,407 $ 117,678 $ 103,867 $ 91,615 $ 80,775 $ 520,735 $ 964,077

Interest sensitive
liabilities
Warehouse
financing $ 15,255 $ 45,763 $ � $ � $ � $ � $ 61,018
Average interest
rate 7.19% 7.19% � � � � 7.19%
Securitization
financing 24,901 92,337 81,500 71,886 63,381 376,006 710,011
Average interest
rate 5.89% 5.89% 5.89% 5.89% 5.89% 5.89% 5.89%
Repurchase
agreements 23,582 � � � � � 23,582
Average interest
rate 6.19% � � � � � 6.19%
Note payable �
servicing advance 1,458 � � � � � 1,458
Average interest
rate 9.81% � � � � � 9.81%
Interest rate swap
liability � 232 � � � 3,140 3,372
Average interest
rate � 5.44% � � � 5.44% 5.44%
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Total interest
sensitive liabilities $ 65,196 $ 138,332 $ 81,500 $ 71,886 $ 63,381 $ 379,146 $ 799,441
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Item 4. Controls and Procedures
     Our Chief Executive Officer and Chief Financial Officer have concluded that the design and operation of our
disclosure controls and procedures are effective as of the end of the period covered by this report. This conclusion is
based on an evaluation conducted under the supervision and with the participation of management. Disclosure
controls and procedures are those controls and procedures which ensure that information required to be disclosed in
our filings is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission rules and regulations, and that such information is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, in order to allow
timely decisions regarding required disclosures.
     Our management, including our Chief Executive Officer and Chief Financial Officer, has determined that during
the period covered by this report there were no changes in our internal controls over financial reporting that materially
affected, or are reasonably likely to materially affect, our internal controls over financial reporting.
PART II OTHER INFORMATION
ITEM 6. Exhibits and Reports on Form 8-K
     (a) Exhibits

Exhibit No. Description
Method of

Filing
10.1 Employment Agreement dated July 14, 2006 among Origen Financial

Inc., Origen Financial L.L.C and Ronald A. Klein*
(1)

31.1 Certification of Chief Executive Officer Required by Rule 13a-14(a) of
the Securities Exchange Act of 1934, as amended.

(2)

31.2 Certification of Chief Financial Officer Required by Rule 13a-14(a) of
the Securities Exchange Act of 1934, as amended.

(2)

32.1 Certification of Chief Executive Officer and Chief Financial Officer
Required by Rule 13a-14(b) of the Securities Exchange Act of 1934, as
amended.

(2)

(1) Incorporated by reference to Origen Financial, Inc.�s Current Report on Form 8-K filed July 18, 2006.
(2) Filed herewith.
* Management contract or compensatory plan or arrangement.
     (b) Reports on Form 8-K
     During the period covered by this report, we filed the following Current Reports on Form 8-K:

(i) Form 8-K, filed July 18, 2006, furnished for the purpose of reporting, under Items 1.01 (Entry into a Material
Definitive Agreement) and 9.01 (Financial Statements and Exhibits), the entry into an employment
agreement between Origen Financial, Inc., and our Chief Executive Officer, Ronald A. Klein.

(ii) Form 8-K, filed August 9, 2006, furnished for the purpose of reporting, under Item 2.02 (Results of
Operations and Financial Condition), our preliminary unaudited financial results for the quarter ended
June 30, 2006.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.
Dated: November 3, 2006

ORIGEN FINANCIAL, INC. (Registrant)

BY: /s/ W. Anderson Geater, Jr.

W. Anderson Geater, Jr., Chief
Financial Officer and Secretary
(Duly authorized officer and principal financial officer)
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ORIGEN FINANCIAL, INC.
EXHIBIT INDEX

Exhibit No. Description
Method of

Filing
10.1 Employment Agreement dated July 14, 2006 among Origen Financial

Inc., Origen Financial L.L.C and Ronald A. Klein*
(1)

31.1 Certification of Chief Executive Officer Required by Rule 13a-14(a) of
the Securities Exchange Act of 1934, as amended.

(2)

31.2 Certification of Chief Financial Officer Required by Rule 13a-14(a) of
the Securities Exchange Act of 1934, as amended.

(2)

32.1 Certification of Chief Executive Officer and Chief Financial Officer
Required by Rule 13a-14(b) of the Securities Exchange Act of 1934, as
amended.

(2)

(1) Incorporated by reference to Origen Financial, Inc.�s Current Report on Form 8-K filed July 18, 2006.
(2) Filed herewith.
* Management contract or compensatory plan or arrangement.
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