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5,000,000 Shares

Common Stock

This is an offering of 5,000,000 shares of common stock of Anthracite Capital, Inc. A substantial portion of the net
proceeds from this offering may be used to repay outstanding borrowings under our credit facility and repurchase
agreement with affiliates of Lehman Brothers Inc., an underwriter in this offering. See ‘‘Use of Proceeds.’’

Our common stock is listed on the New York Stock Exchange under the symbol ‘‘AHR.’’ The last reported sale price of
our common stock on June 6, 2007 was $11.86 per share.

Investing in our common stock involves risks. See ‘‘Risk Factors’’ beginning on page S-5 of this prospectus supplement,
page 2 of the accompanying prospectus and page 20 of our Annual Report on Form 10-K for the year ended
December 31, 2006 to read about factors you should consider before buying shares of our common stock.

Per Share Total
Price to the public $11.7500 $58,750,000
Underwriting discounts and commissions $ 0.5875 $ 2,937,500
Proceeds to us (before expenses) $11.1625 $55,812,500

We have granted the underwriters the option to purchase 750,000 additional shares of our common stock on the same
terms and conditions set forth above if the underwriters sell more than 5,000,000 shares of our common stock in this
offering.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed on the adequacy or accuracy of this prospectus supplement or the accompanying prospectus.
Any representation to the contrary is a criminal offense.

Lehman Brothers, on behalf of the underwriters, expects to deliver the shares on or about June 12, 2007.

LEHMAN BROTHERS

Deutsche Bank Securities

    Jefferies & Company
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Stifel Nicolaus

June 6, 2007
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You should rely only on the information contained in or incorporated by reference into this prospectus supplement and
the accompanying prospectus and any free writing prospectuses prepared by us or on our behalf. We have not, and the
underwriters have not, authorized anyone to provide you with different information. If anyone provides you with
different or inconsistent information, you should not rely on it. We are not, and the underwriters are not, making an
offer to sell these securities in any jurisdiction where an offer or sale is not permitted. You should assume that the
information appearing in this prospectus supplement, the accompanying prospectus and the documents incorporated
by reference is accurate only as of the date such information is presented, regardless of the time of delivery of this
prospectus supplement and the accompanying prospectus or of any sale of shares of our common stock. Our business,
prospects, financial condition and results of operations may have changed since such dates.

No action is being taken in any jurisdiction outside the United States to permit a public offering of the shares of our
common stock or possession or distribution of this prospectus supplement and the accompanying prospectus in that
jurisdiction. Persons who come into possession of this prospectus supplement and the accompanying prospectus in
jurisdictions outside the United States are required to inform themselves about and to observe any restrictions as to
this offering and the distribution of this prospectus supplement and the accompanying prospectus applicable to that
jurisdiction.

i

Summary

This summary highlights information contained elsewhere in this prospectus supplement and the accompanying
prospectus. Because it is a summary, it may not contain all of the information that is important to you in deciding
whether to invest in our common stock. To understand this offering fully, you should read carefully this prospectus
supplement, the accompanying prospectus, any free writing prospectus and the documents incorporated by reference
herein and therein, including the risk factors discussed below, in the accompanying prospectus and in the incorporated
documents. In this prospectus supplement and the accompanying prospectus, unless otherwise indicated, ‘‘Anthracite,’’
the ‘‘Company,’’ ‘‘we,’’ ‘‘us’’ and ‘‘our’’ refer to Anthracite Capital, Inc. and its subsidiaries. Unless otherwise indicated, all
information in this prospectus supplement assumes that the underwriters do not exercise the option to purchase
additional shares in full described under the heading ‘‘Underwriting.’’

Anthracite Capital, Inc.

We are a specialty finance company that invests in commercial real estate assets on a global basis. We seek to
generate income from the spread between the interest income, gains and net operating income on our commercial real
estate assets and the interest expense from borrowings to finance our investments. Our primary activities are investing
in high yielding commercial real estate debt and equity. We combine traditional real estate underwriting and capital
markets expertise to maximize the opportunities arising from the continuing integration of these two disciplines. We
focus on acquiring pools of performing loans in the form of commercial mortgage-backed securities (‘‘CMBS’’), issuing
secured debt backed by CMBS and providing strategic capital for the commercial real estate industry in the form of
mezzanine loan financing. We also began investing in diversified portfolios of commercial real estate in the United
States during December 2005.
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Our primary investment activities are conducted in three investment sectors: (i) commercial real estate securities, (ii)
commercial real estate loans and (iii) commercial real estate equity. The commercial real estate securities portfolio
provides diversification and high yields that are adjusted for anticipated losses over a period of time (typically, a
ten-year weighted average life) and can be financed through the issuance of secured debt that matches the life of the
investment. Commercial real estate loans and equity provide attractive risk adjusted returns over shorter periods of
time through strategic investments in specific property types or regions.

We are a Maryland corporation, managed by BlackRock Financial Management, Inc., or the manager, a subsidiary of
BlackRock, Inc., or BlackRock, a publicly traded (NYSE:BLK) asset management company with approximately
$1.154 trillion in global assets under management at March 31, 2007. The manager provides an operating platform
that incorporates significant asset origination, risk management and operational capabilities. We commenced
operations on March 24, 1998.

Our principal executive offices are located at 40 East 52nd Street, New York, New York 10022, and our telephone
number is (212) 810-3333. Our website is www.anthracitecapital.com. The information on our website is not
considered part of this prospectus supplement or the accompanying prospectus. You may obtain copies of this
prospectus supplement, the accompanying prospectus and all documents incorporated herein by reference (other than
the exhibits to such documents unless the exhibits are specifically incorporated herein by reference in the documents
that this prospectus supplement and the accompanying prospectus incorporate by reference) without charge upon
written or oral request to Anthracite Capital, Inc. at the address and telephone number under ‘‘Incorporation of Certain
Information by Reference.’’

S-1

About the Manager

BlackRock is one of the world’s largest publicly traded (NYSE:BLK) investment management firms. As of
March 31, 2007, the assets under management of BlackRock were approximately $1.154 trillion, including
approximately $25 billion in real estate equity and debt. BlackRock manages assets on behalf of institutions and
individuals worldwide through a variety of equity, fixed income, cash management and alternative investment
products. Merrill Lynch & Co., Inc., or Merrill Lynch, has an approximate 49% stake in BlackRock’s equity while The
PNC Financial Services Group, Inc., or PNC, has an approximate 34% stake. The remaining approximate 17% is held
by BlackRock employees and the public. We may transact business, including the purchase of mortgage pools, with
either Merrill Lynch or PNC.

Recent Developments

On May 29, 2007, we issued $50 million of senior unsecured notes due in 2017 in a private placement. The notes bear
interest at a fixed rate of 7.772% until July 2012 and thereafter at a rate equal to 3-month LIBOR plus 2.55%.

On May 22, 2007, our board of directors declared a second quarter 2007 cash dividend of $0.30 per share of common
stock, representing a 3.4% increase over the prior dividend level of $0.29 per share. The dividend will be payable on
July 31, 2007 to common stockholders of record on June 29, 2007.

On May 1, 2007, we entered into a master repurchase agreement with Lehman Commercial Paper Inc. (the ‘‘Lehman
Repurchase Agreement’’).
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On April 19, 2007, we, as sponsor, entered into a multicurrency revolving credit facility agreement with AHR Capital
Limited, as borrower, and Lehman Commercial Paper Inc., UK Branch, as the initial lender (the ‘‘Lehman Facility’’).

In April 2007, we issued €50 million of junior subordinated notes due in 2022 in private placements. The notes bear
interest at a rate equal to 3-month Euribor plus 2.6%.

S-2

 The Offering 

Issuer Anthracite Capital, Inc.
Common stock offered 5,000,000 shares
Common stock outstanding after the
offering

63,370,881 shares1

Underwriters’ option to purchase additional
shares

Up to 750,000 shares

New York Stock Exchange symbol AHR
Dividend policy We have a longstanding policy to distribute dividends

consistent with our long-term earnings potential by
analyzing factors such as credit performance, reinvestment
opportunities, interest rates and previous earnings results.
We are generally required to distribute dividends to our
stockholders in an amount each year at least equal to the
sum of (1) 90% of our ‘‘REIT taxable income,’’ with certain
adjustments, and (2) 90% of our after tax net income, if
any, from foreclosure property, minus (3) the sum of
certain items of noncash income.

Use of proceeds We intend to use the net proceeds: (i) to finance our
commercial real estate strategies, which will include
investments in commercial real estate securities and
commercial real estate loans; and (ii) pending utilization
of these net proceeds for our commercial real estate
strategies, for general corporate purposes, which may
include the permanent repayment of outstanding
borrowings under the Lehman Facility and under the
Lehman Repurchase Agreement and the temporary
repayment of certain of our other outstanding borrowings.
Lehman Commercial Paper Inc., UK Branch and Lehman
Commercial Paper Inc. are affiliates of Lehman Brothers
Inc., an underwriter in this offering. See ‘‘Use of Proceeds.’’

Risk factors Investing in our common stock involves certain risks,
which are described under ‘‘Risk Factors’’ in this prospectus
supplement, the accompanying prospectus and in the
documents incorporated by reference herein and therein,
including our Annual Report on Form 10-K for the year
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ended December 31, 2006.

1The number of shares of our common stock that will be outstanding after the offering is based on
58,370,881 shares outstanding as of May 9, 2007 and excludes the underwriters’ option to purchase up
to 750,000 additional shares of our common stock.

S-3

Summary Financial Data

The summary financial data set forth below is derived from our audited financial statements for the years ended
December 31, 2006, 2005 and 2004 and from our unaudited financial statements for the three months ended
March 31, 2007 and 2006. Our unaudited interim results, in the opinion of management, reflect all adjustments
(consisting solely of normal recurring adjustments), which are necessary to present fairly the results for the unaudited
interim periods. Our unaudited interim results for the three months ended March 31, 2007 are not necessarily
indicative of the results that may be expected for the fiscal year ending December 31, 2007. The following summary
financial data should be read in conjunction with the more detailed information contained in the financial statements
and notes thereto and ‘‘Management’s Discussion and Analysis of Financial Condition and Results of Operations’’
included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2006 and our Quarterly Report
on Form 10-Q for the quarter ended March 31, 2007, which are incorporated by reference into this prospectus
supplement.

As of or for
the

 three months
 ended

 March 31,
 2007

As of or for
the

 three months
 ended

 March 31,
2006

As of or for the years ended December
31,

2006 2005 2004
(dollars in thousands, except per share data)

Operating data:
Interest income $ 73,402 $ 62,401 $ 275,986 $ 231,768 $ 194,967
Other income 9,956 9,342 27,431 12,146 8,899
Interest expense 55,839 46,525 212,388 163,458 128,166
Other operating expenses 8,258 5,323 25,830 19,181 12,383
Other gains (losses)(1) 7,019 247 13,906 9,322 (20,125) 
Income from discontinued
operations(2) — — 1,366 — —
Net income 26,280 20,142 80,471 70,597 43,192
Net income available to common
stockholders 24,003 18,794 75,079 65,205 25,768
Per share data:
Net income
Basic $ 0.41 $ 0.33 $ 1.31 $ 1.20 $ 0.50
Diluted 0.41 0.33 1.31 1.20 0.50

0.29 0.28 1.15 1.12 1.12

Edgar Filing: ANTHRACITE CAPITAL INC - Form 424B5

6



Dividends declared per common
share
Balance sheet data:
Total assets $ 5,388,386 $ 4,514,181 $ 5,218,263 $ 4,234,825 $ 3,729,134
Total liabilities 4,639,291 3,893,169 4,562,154 3,636,807 3,215,396
Total stockholders’ equity 749,095 621,012 656,109 598,018 513,738

(1)Other gains (losses) for the three months ended March 31, 2007 of $7,019 consisted primarily of the
sale of a retained CDO bond with an adjusted purchase price of $43,022, resulting in a gain of $6,630.
In addition, we sold eight residential mortgage-backed securities with an adjusted purchase price of
$128,135. These sales resulted in a gain of $546 from six securities and a loss of $15 from the
remaining two securities. Other gains (losses) for the three months ended March 31, 2006 of $247
consisted primarily of a gain of $950 related to securities held-for-trading and a loss of $(781) related
to impairment of assets. Other gains (losses) for the year ended December 31, 2006 of $13,906
consisted primarily of a loss of $(7,880) related to impairments on assets, a gain of $3,254 related to
securities held-for-trading, a gain of $2,161 related to foreign currency, a loss of $(12,661) related to a
change in our hedging policy and a gain of $29,032 related to the sale of securities available-for-sale.
Other gains (losses) for the year ended December 31, 2005 of $9,322 consisted primarily of a loss of
$(5,088) related to impairments on assets and a gain of $16,543 related to securities available-for-sale.
Other gains (losses) for the year ended December 31, 2004 of $(20,125) consisted primarily of a gain
of $17,544 related to securities available-for-sale, a loss of $(26,018) related to impairments on assets
and a loss of $(11,464) related to securities held-for-trading.

(2)At December 31, 2006, we owned 29 trusts (‘‘Controlling Class’’) in which we through our investment in
subordinated CMBS of such trusts are in the first loss position. We purchased a defaulted loan from a
Controlling Class CMBS trust during the first quarter of 2006. Subsequent to the loan purchase, we
acquired the property at foreclosure. We sold the property during the second quarter of 2006 and
recorded a gain from discontinued operations of $1,366 on the consolidated statement of operations.

S-4

RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the following
information, together with the other information contained in this prospectus supplement, the accompanying
prospectus and other documents that are incorporated by reference into this prospectus supplement, including the
section entitled ‘‘Risk Factors’’ in our Annual Report on Form 10-K for the year ended December 31, 2006, before
buying our common stock.

The trading price of our common stock is affected by many factors and could be volatile.

The market value of our common stock could be substantially affected by various factors and may depend on many
factors, including:

• prevailing interest rates;
• the market for similar securities;
• additional issuances of common stock;
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• general economic conditions; and
• our financial condition, performance and prospects, including our ability or inability to meet

analyst expectations.
We may not be able to pay dividends upon events of default under our financing documents.

Some of our financing documents contain restrictions on dividends upon the occurrence of events of default
thereunder. If such an event of default occurs, such as our failure to pay principal at maturity or interest when due for
a specified period of time, we would be prohibited from making payments on our capital stock, including our common
stock.

The ‘‘taxable mortgage pool’’ rules may increase the taxes that we or our stockholders may incur, and may limit the
manner in which we effect future securitizations.

Certain of our securitizations have resulted in the creation of taxable mortgage pools for federal income tax purposes.
As a REIT, so long as we own 100% of the equity interests in a taxable mortgage pool, we would generally not be
adversely affected by the characterization of the securitization as a taxable mortgage pool. Certain categories of
stockholders, however, such as foreign stockholders eligible for treaty or other benefits, stockholders with net
operating losses, and certain tax-exempt stockholders that are subject to unrelated business income tax, could be
subject to increased taxes on a portion of their dividend income from us that is attributable to the taxable mortgage
pool. In addition, to the extent that our stock is owned by tax-exempt ‘‘disqualified organizations,’’ such as certain
government-related entities and charitable remainder trusts that are not subject to tax on unrelated business income,
under recently issued IRS guidance, we may incur a corporate level tax on a portion of our income from the taxable
mortgage pool. In that case, we may reduce the amount of our distributions to any disqualified organization whose
stock ownership gave rise to the tax. See ‘‘Federal Income Tax Considerations—Taxation of Anthracite Capital, Inc.—
Taxable Mortgage Pools and Excess Inclusion Income’’ and ‘‘Federal Income Tax Considerations—Taxation of
Stockholders—Taxation of Tax-Exempt Stockholders.’’ Moreover, we could be precluded from selling equity interests in
these securitizations to outside investors, or selling any debt securities issued in connection with these securitizations
that might be considered to be equity interests for tax purposes. These limitations may prevent us from using certain
techniques to maximize our returns from securitization transactions.

S-5

Forward-Looking Information

Certain statements contained herein constitute ‘‘forward-looking statements’’ within the meaning of the Private Securities
Litigation Reform Act of 1995 with respect to future financial or business performance, strategies or expectations.
Forward-looking statements are typically identified by words or phrases such as ‘‘trend,’’ ‘‘opportunity,’’ ‘‘pipeline,’’ ‘‘believe,’’
‘‘comfortable,’’ ‘‘expect,’’ ‘‘anticipate,’’ ‘‘current,’’ ‘‘intention,’’ ‘‘estimate,’’ ‘‘position,’’ ‘‘assume,’’ ‘‘potential,’’ ‘‘outlook,’’ ‘‘continue,’’ ‘‘remain,’’
‘‘maintain,’’ ‘‘sustain,’’ ‘‘seek,’’ ‘‘achieve’’ and similar expressions, or future or conditional verbs such as ‘‘will,’’ ‘‘would,’’ ‘‘should,’’
‘‘could,’’ ‘‘may’’ or similar expressions. We caution that forward-looking statements are subject to numerous assumptions,
risks and uncertainties, which change over time. Actual results could differ materially from those anticipated in
forward-looking statements and future results could differ materially from historical performance.

In addition to factors previously disclosed in our Securities and Exchange Commission (‘‘SEC’’) reports and those
identified elsewhere in this prospectus supplement and the accompanying prospectus, the following factors, among
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others, could cause actual results to differ materially from those anticipated in forward-looking statements or historical
performance:

(1) the introduction, withdrawal, success and timing of business initiatives and strategies;
(2) changes in political, economic or industry conditions, the interest rate environment or

financial and capital markets, which could result in changes in the value of our assets;
(3) the relative and absolute investment performance and operations of BlackRock Financial

Management, Inc., our manager;
(4) the impact of increased competition;
(5) the impact of future acquisitions and divestitures;
(6) the unfavorable resolution of legal proceedings;
(7) the impact of legislative and regulatory actions and reforms and regulatory, supervisory or

enforcement actions of government agencies relating to us or our manager;
(8) terrorist activities and international hostilities, which may adversely affect the general

economy, domestic and global financial and capital markets, specific industries and us;
(9) the ability of our manager to attract and retain highly talented professionals;
(10) fluctuations in foreign currency exchange rates; and
(11) the impact of changes to tax legislation and, generally, our tax position.

Forward-looking statements speak only as of the date they are made. We do not undertake, and specifically disclaim
any obligation, to release the result of any revisions which may be made to any forward-looking statements to reflect
the occurrence of anticipated or unanticipated events or circumstances after the date of such statements.

S-6

 Use of Proceeds 

We estimate that the net proceeds from this offering, after deducting the underwriting discounts and commissions and
estimated offering expenses, will be approximately $55.6 million (or approximately $63.9 million if the underwriters
exercise their option to purchase additional shares in full). We intend to use the net proceeds:

• to finance our commercial real estate strategies, which will include investments in commercial
real estate securities and commercial real estate loans; and

• pending utilization of these net proceeds for our commercial real estate strategies, for general
corporate purposes, which may include the permanent repayment of outstanding borrowings
under the Lehman Facility and under the Lehman Repurchase Agreement and the temporary
repayment of certain of our other outstanding borrowings.

As stated above, pending the closings of investments that are part of our commercial real estate strategies, we may use
a portion of the net proceeds to pay down debt. When we are required to fund such investments, we expect to incur
new borrowings under our existing or new credit facilities or through the issuance of new debt.

Indebtedness under the Lehman Facility matures on June 18, 2007, with two 30-day options to extend. As of June 6,
2007, we had $63 million of indebtedness outstanding under the Lehman Facility and under the Lehman Repurchase
Agreement. The weighted average interest rate of indebtedness under the Lehman Facility and the Lehman
Repurchase Agreement from April 19, 2007 through June 6, 2007 was 6.7%. Net proceeds from borrowings under the
Lehman Facility and Lehman Repurchase Agreement were used to finance our commercial real estate strategies,
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including investments in commercial real estate securities and commercial real estate loans. Lehman Commercial
Paper Inc., UK Branch and Lehman Commercial Paper Inc. are affiliates of Lehman Brothers Inc., an underwriter in
this offering, and may receive a substantial portion of the net proceeds from the offering. This offering will be made in
compliance with the requirements of Rule 2710(h) of the Conduct Rules of the National Association of Securities
Dealers, Inc. See ‘‘Underwriting—Relationships; NASD Conduct Rules.’’

S-7

PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock has been listed and traded on the New York Stock Exchange under the symbol ‘‘AHR’’ since our
initial public offering in March 1998. The following table sets forth, for the periods indicated, the high, low and last
sale prices in dollars on the New York Stock Exchange for our common stock and the dividends declared by us with
respect to the periods indicated as were traded during these respective time periods.

High Low
Last
Sale

Dividends
Declared

2007
First Quarter $ 13.96 $ 11.31 $ 12.00 $ 0.29
Second Quarter (through June 6, 2007) $ 12.48 $ 11.60 $ 11.86 $ 0.30
2006
First Quarter $ 11.22 $ 10.56 $ 10.98 $ 0.28
Second Quarter 12.28 10.27 12.16 0.29
Third Quarter 13.44 11.86 12.86 0.29
Fourth Quarter 14.42 11.50 12.73 0.29
2005
First Quarter $ 12.21 $ 10.85 $ 11.14 $ 0.28
Second Quarter 12.40 10.50 11.85 0.28
Third Quarter 12.19 11.33 11.58 0.28
Fourth Quarter 11.28 10.16 10.53 0.28

On June 6, 2007, the last reported sale price of our common stock as reported on the New York Stock Exchange was
$11.86 per share. As of May 9, 2007, there were 58,370,881 shares of our common stock outstanding.

On May 22, 2007, our board of directors declared a second quarter 2007 cash dividend of $0.30 per share of common
stock, representing a 3.4% increase over the prior dividend level of $0.29 per share. The dividend will be payable on
July 31, 2007 to common stockholders of record on June 29, 2007. We have a longstanding policy to distribute
dividends consistent with our long-term earnings potential by analyzing factors such as credit performance,
reinvestment opportunities, interest rates and previous earnings results. Quarterly earnings may fluctuate around the
dividend level due to these factors as well as timing of capital raising activity and capital deployment. We are
generally required to distribute dividends to our stockholders in an amount each year at least equal to the sum of (1)
90% of our ‘‘REIT taxable income,’’ with certain adjustments, and (2) 90% of our after tax net income, if any, from
foreclosure property, minus (3) the sum of certain items of noncash income. See ‘‘Federal Income Tax Considerations.’’
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S-8

Capitalization

The following table sets forth our consolidated capitalization as of March 31, 2007:

• on an actual basis; and
• as adjusted to give effect to our receipt of proceeds from the sale of 5,000,000 shares of our

common stock offered by us in this offering and after deducting underwriting discounts and
estimated offering expenses payable by us, and the use of these proceeds as described under
‘‘Use of Proceeds.’’

This information should be read in conjunction with, and is qualified in its entirety by, the consolidated financial
statements and notes thereto included in our Quarterly Report on Form 10-Q for the three months ended
March 31, 2007 incorporated by reference in this prospectus supplement.

March 31, 2007
Actual As Adjusted

(dollars in thousands)
Debt(1) $ 4,159,738 $ 4,159,738
Stockholders’ equity:
Preferred Stock, 100,000,000 shares authorized:
9.375% Series C Preferred Stock, liquidation preference $57,500, actual
and as adjusted 55,435 55,435
8.25% Series D Preferred Stock, liquidation preference $86,250, actual and
as adjusted 83,306 83,306
Common stock, par value $0.001 per share: 400,000,000 shares authorized;
58,322,480 shares issued and outstanding on an actual basis, 63,322,480
shares issued and outstanding on an as adjusted basis(2) 58 63
Additional paid-in capital 635,766 691,324
Dividends in excess of earnings (113,888) (113,888) 
Accumulated other comprehensive income 88,418 88,418
Total stockholders’ equity 749,095 804,658
Total capitalization(3) $ 4,908,833 $ 4,964,396

(1)Pending utilization of net proceeds from the offering for our commercial real estate strategies, we
intend to use net proceeds for general corporate purposes, which may include the permanent
repayment of outstanding borrowings under the Lehman Facility and under the Lehman Repurchase
Agreement and the temporary repayment of certain of our other outstanding borrowings. When we are
required to fund investments that are part of our commercial real estate strategies, we expect to incur
new borrowings under our existing or new credit facilities or through the issuance of new debt. See
‘‘Use of Proceeds.’’

The numbers in the above table do not reflect the following debt or other amounts incurred after March
31, 2007: (1) $63 million of indebtedness outstanding under the Lehman Facility and under the Lehman
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Repurchase Agreement, as of June 6, 2007, (2) $50 million aggregate principal amount of senior
unsecured notes due in 2017 issued in May 2007 and (3) €50 million aggregate principal amount of junior
subordinated notes due 2022 in April 2007. See ‘‘Summary—Recent Developments.’’
(2)The number of shares of our common stock that will be outstanding after the offering is based on

58,370,881 shares outstanding as of May 9, 2007 and excludes the underwriters’ option to purchase up
to 750,000 additional shares of our common stock.

(3)If the underwriters exercise their option to purchase 750,000 additional shares of common stock in
full, the number of issued and outstanding shares of our common stock would increase to 64,072,480,
the common stock capitalization line item amount would increase to $64, the additional paid-in capital
line item amount would increase by approximately $8,371, and the total stockholders’ equity and total
capitalization line item amounts would increase accordingly. We expect to apply any additional
proceeds from the exercise by the underwriters of their option to purchase additional shares or
otherwise in the same manner as described under ‘‘Use of Proceeds.’’

S-9

 Federal Income Tax Considerations 

The following is a summary of the material United States federal income tax consequences of an investment in
common stock of Anthracite Capital, Inc. It supersedes, in its entirety, the corresponding discussion in the
accompanying prospectus. For purposes of this section under the heading ‘‘Federal Income Tax Considerations,’’
references to ‘‘Anthracite Capital, Inc.,’’ ‘‘we,’’ ‘‘our’’ and ‘‘us’’ mean only Anthracite Capital, Inc. and not its subsidiaries or
other lower-tier entities, except as otherwise indicated. This summary is based upon the Internal Revenue Code of
1986, as amended (the ‘‘Code’’), the regulations promulgated by the U.S. Treasury Department, rulings and other
administrative pronouncements issued by the Internal Revenue Service (‘‘IRS’’), and judicial decisions, all as currently in
effect, and all of which are subject to differing interpretations or to change, possibly with retroactive effect. No
assurance can be given that the IRS would not assert, or that a court would not sustain, a position contrary to any of
the tax consequences described below. We have not sought and will not seek an advance ruling from the IRS
regarding any matter discussed in this prospectus supplement. This summary is for general information only, and does
not purport to discuss all aspects of federal income taxation that may be important to a particular investor in light of its
investment or tax circumstances, or to investors subject to special tax rules, such as:

• financial institutions;
• insurance companies;
• broker-dealers;
• regulated investment companies;
• partnerships and trusts;
• persons who hold our stock on behalf of another person as nominees;
• persons who receive Anthracite Capital, Inc. stock through the exercise of employee stock

options or otherwise as compensation;
• persons holding Anthracite Capital, Inc. stock as part of a ‘‘straddle,’’ ‘‘hedge,’’ ‘‘conversion

transaction,’’ ‘‘synthetic security’’ or other integrated investment;
and, except to the extent discussed below:

• tax-exempt organizations; and
• foreign investors.
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This summary assumes that investors will hold their stock as a capital asset, which generally means as property held
for investment.

The federal income tax treatment of holders of our stock depends in some instances on determinations of fact and
interpretations of complex provisions of federal income tax law for which no clear precedent or authority may be
available. In addition, the tax consequences to any particular stockholder of holding our stock will depend on the
stockholder’s particular tax circumstances. For example, a shareholder that is a partnership or trust that has issued an
equity interest to certain types of tax exempt organizations may be subject to a special entity-level tax if we make
distributions attributable to ‘‘excess inclusion income.’’ See ‘‘—Taxable Mortgage Pools and Excess Inclusion Income.’’ A
similar tax may be payable by persons who hold our stock as nominees on behalf of such tax exempt organizations.
You are urged to consult your tax advisor regarding the federal, state, local, and foreign income and other tax
consequences to you, in light of your particular investment or tax circumstances, of acquiring, holding, exchanging, or
otherwise disposing of our stock.

Taxation of Anthracite Capital, Inc.

We have elected to qualify for federal income tax purposes as a real estate investment trust, or ‘‘REIT’’, commencing
with our taxable year ended December 31, 1998. We believe that we have been organized, have operated, and expect
to continue to operate in such a manner as to qualify for taxation as a REIT.

S-10

The law firm of Skadden, Arps, Slate, Meagher & Flom LLP has acted as our tax counsel in connection with the
preparation of this prospectus supplement. In connection with, and prior to the issuance of any shares of common
stock hereunder, we will receive the opinion of Skadden, Arps, Slate, Meagher & Flom LLP to the effect that,
commencing with our initial taxable year that ended on December 31, 1998, we were organized in conformity with the
requirements for qualification as a REIT under the Internal Revenue Code, and our actual method of operation
through the date thereof has enabled, and our proposed method of operation will enable, Anthracite Capital, Inc. to
meet the requirements for qualification and taxation as a REIT. It must be emphasized that an opinion of counsel is
expressed as of the date given, is based on various assumptions relating to our organization and operation, and is
conditioned upon representations and covenants made by the management of Anthracite Capital, Inc. and affiliated
entities regarding our organization and the past, present and future conduct of our business operations. Qualification
and taxation as a REIT depends on our ability to meet, on a continuing basis, through actual operating results,
distribution levels, and diversity of stock ownership, various qualification requirements imposed upon REITs by the
Internal Revenue Code and the Treasury regulations issued thereunder, including requirements relating to the nature
and composition of our assets and income. Our ability to comply with the REIT asset requirements also depends, in
part, upon the fair market values of assets that we own directly or indirectly. Such values may not be susceptible to a
precise determination.

While we intend to operate so as to qualify as a REIT, given the highly complex nature of the rules governing REITs,
the ongoing importance of factual determinations and the possibility of future changes in circumstances, no assurance
can be given by Skadden, Arps, Slate, Meagher & Flom LLP or us that we will so qualify for any particular year.
Counsel will have no obligation to advise us or the holders of our stock of any subsequent change in the matters
stated, represented or assumed, or of any subsequent change in the applicable law. You should be aware that opinions
of counsel are not binding on the IRS, and no assurance can be given that the IRS will not challenge the conclusions
set forth in such opinions.
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    Taxation of REITs in General

As indicated above, our qualification and taxation as a REIT depends upon our ability to meet, on a continuing basis,
various qualification requirements to which REITs are subject. The material qualification requirements are
summarized below under ‘‘—Requirements for Qualification— General.’’ While we intend to operate so that Anthracite
Capital, Inc. qualifies as a REIT, no assurance can be given that the IRS will not challenge our qualification, or that
we will be able to operate in accordance with the REIT requirements in the future. See ‘‘—Failure to Qualify.’’

Provided that we qualify as a REIT, generally we will be entitled to a deduction for dividends that we pay, and
therefore will not be subject to federal corporate income tax on net income that we distribute to stockholders on a
current basis. This treatment substantially eliminates the ‘‘double taxation’’ at the corporate and stockholder levels that
generally results from investment in a corporation. In general, the income that we generate is taxed only at the
stockholder level upon a distribution of dividends to our stockholders.

Legislation that was enacted in 2003, and subsequently amended, reduces the rate at which most individuals, trusts
and estates are taxed on corporate dividends, from a maximum of 38.6% (as ordinary income) to a maximum of 15%
(the same as long-term capital gains) for the period through and including the 2010 tax year. With limited exceptions,
however, dividends received from us and from other entities that are taxed as REITs are generally not eligible for the
reduced rates, and will continue to be taxed at rates applicable to ordinary income, which will be as high as 35%
through 2010. See ‘‘Taxation of Stockholders—Taxation of Taxable Domestic Stockholders—Distributions.’’

Any net operating losses, foreign tax credits and other tax attributes generally do not pass through to our stockholders,
subject to special rules for certain items such as any capital gains that we recognize. See ‘‘Taxation of Stockholders.’’ In
addition, dividends from us are not eligible for a dividends received deduction in the hands of our stockholders.
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If we qualify as a REIT, we will nonetheless be subject to federal tax in the following circumstances:

• We will be taxed at regular corporate rates on any undistributed income, including undistributed
net capital gains.

• We may be subject to the ‘‘alternative minimum tax’’ on our items of tax preference, including any
deductions of net operating losses.

• If we have net income from prohibited transactions, which are, in general, sales or other
dispositions of property held primarily for sale to customers in the ordinary course of business,
other than foreclosure property, such income will be subject to a 100% tax. See ‘‘—Prohibited
Transactions’’, and ‘‘—Foreclosure Property’’, below.

• If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan
or certain leasehold terminations as ‘‘foreclosure property’’, we may thereby avoid the 100% tax
on gain from a resale of that property (if the sale would otherwise constitute a prohibited
transaction), but the income from the sale or operation of the property may be subject to
corporate income tax at the highest applicable rate (currently 35%).

• If we derive ‘‘excess inclusion income’’ from an interest in certain mortgage loan securitization
structures (i.e., a ‘‘taxable mortgage pool’’ or a residual interest in a real estate mortgage
investment conduit, or ‘‘REMIC’’), we could be subject to corporate level federal income tax at a
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35% rate to the extent that such income is allocable to specified types of tax-exempt
stockholders known as ‘‘disqualified organizations’’ that are not subject to unrelated business
income tax. See ‘‘—Taxable Mortgage Pools and Excess Inclusion Income’’ below.

• If we should fail to satisfy the 75% gross income test or the 95% gross income test, as discussed
below, but nonetheless maintain our qualification as a REIT because we satisfy other
requirements, we will be subject to a 100% tax on an amount based on the magnitude of the
failure, adjusted to reflect the profit margin associated with our gross income.

• If we should fail to satisfy the asset or other requirements applicable to REITs, as described
below, and yet maintain our qualification as a REIT because there is reasonable cause for the
failure and other applicable requirements are met, we may be subject to an excise tax. In that
case, the amount of the excise tax will be at least $50,000 per failure, and, in the case of certain
asset test failures, will be determined as the amount of net income generated by the assets in
question multiplied by the highest corporate tax rate (currently 35%), if that amount exceeds
$50,000 per failure.

• If we should fail to distribute during each calendar year at least the sum of (a) 85% of our REIT
ordinary income for such year, (b) 95% of our REIT capital gain net income for such year, and
(c) any undistributed taxable income from prior periods, we would be subject to a
non-deductible 4% excise tax on the excess of the required distribution over the sum of (i) the
amounts that we actually distributed, plus (ii) the amounts we retained and upon which we paid
income tax at the corporate level.

• We may be required to pay monetary penalties to the IRS in certain circumstances, including if
we fail to meet record keeping requirements intended to monitor our compliance with rules
relating to the composition of a REIT’s stockholders, as described below in ‘‘—Requirements for
Qualification—General.’’

• A 100% tax may be imposed on transactions between us and a taxable REIT subsidiary (as
described below) that do not reflect arm’s length terms.

• If we acquire appreciated assets from a corporation that is not a REIT (i.e., a corporation taxable
under subchapter C of the Internal Revenue Code) in a tax-deferred transaction in which the
adjusted tax basis of the assets in our hands is determined by reference to the
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adjusted tax basis of the assets in the hands of the subchapter C corporation, we may be subject
to tax on such appreciation at the highest corporate income tax rate then applicable if we
subsequently recognize gain on a disposition of any such assets during the ten-year period
following their acquisition from the subchapter C corporation.

• The earnings of our subsidiaries could be subject to federal corporate income tax to the extent
that such subsidiaries are subchapter C corporations.

In addition, we and our subsidiaries may be subject to a variety of taxes, including payroll taxes and state, local, and
foreign income, property and other taxes on assets and operations. We could also be subject to tax in situations and on
transactions not presently contemplated.

    Requirements for Qualification—General

The Internal Revenue Code defines a REIT as a corporation, trust or association:

(1) that is managed by one or more trustees or directors;
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(2) the beneficial ownership of which is evidenced by transferable shares, or by transferable
certificates of beneficial interest;

(3) that would be taxable as a domestic corporation but for the special Internal Revenue Code
provisions applicable to REITs;

(4) that is neither a financial institution nor an insurance company subject to specific provisions of
the Internal Revenue Code;

(5) the beneficial ownership of which is held by 100 or more persons;
(6) in which, during the last half of each taxable year, not more than 50% in value of the

outstanding stock is owned, directly or indirectly, by five or fewer ‘‘individuals’’ (as defined in the
Internal Revenue Code to include specified tax-exempt entities); and

(7) which meets other tests described below, including with respect to the nature of its income and
assets.

The Internal Revenue Code provides that conditions (1) through (4) must be met during the entire taxable year, and
that condition (5) must be met during at least 335 days of a taxable year of 12 months, or during a proportionate part
of a shorter taxable year. Conditions (5) and (6) need not be met during a corporation’s initial tax year as a REIT
(which, in our case, was 1998). Our charter provides restrictions regarding the ownership and transfers of its shares,
which are intended to assist us in satisfying the share ownership requirements described in conditions (5) and (6)
above.

To monitor compliance with the share ownership requirements, we generally are required to maintain records
regarding the actual ownership of our shares. To do so, we must demand written statements each year from the record
holders of significant percentages of our stock pursuant to which the record holders must disclose the actual owners of
the shares (i.e., the persons required to include our dividends in their gross income). We must maintain a list of those
persons failing or refusing to comply with this demand as part of our records. We could be subject to monetary
penalties if we fail to comply with these record keeping requirements. If you fail or refuse to comply with the
demands, you will be required by Treasury regulations to submit a statement with your tax return disclosing the actual
ownership of the shares and other information.

In addition, a corporation generally may not elect to become a REIT unless its taxable year is the calendar year. We
have adopted December 31 as our year end, and therefore satisfy this requirement.

The Internal Revenue Code provides relief from violations of the REIT gross income requirements, as described
below under ‘‘—Income Tests,’’ in cases where a violation is due to reasonable cause and not willful neglect, and other
requirements are met. In addition, a REIT that makes use of these relief provisions must pay a penalty tax that is based
upon the magnitude of the violation. Similar relief is available in the case of certain violations of the REIT asset
requirements (see ‘‘—Asset Tests’’ below) and other REIT requirements, again provided that the violation is due to
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reasonable cause and not willful neglect, and other conditions are met, including the payment of a penalty tax, or, in
some cases, where the violation is de minimis. If we fail to satisfy any of the various REIT requirements, there can be
no assurance that these relief provisions would be available to enable us to maintain our qualification as a REIT, and,
if such relief provisions are available, the amount of any resultant penalty tax could be substantial.

    Effect of Subsidiary Entities
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Ownership of Partnership Interests.    Where we are a partner in an entity that is treated as a partnership for federal
income tax purposes, Treasury regulations provide that we are deemed to own our proportionate share of the
partnership’s assets, and to earn our proportionate share of the partnership’s income, for purposes of the asset and gross
income tests applicable to REITs. Our proportionate share of a partnership’s assets and income is generally based on
our capital interest in the partnership. In addition, the assets and gross income of the partnership are deemed to retain
the same character in our hands. Thus, our proportionate share of the assets and items of income of any subsidiary
partnerships will be treated as our assets and items of income for purposes of applying the REIT requirements. A
summary of certain rules governing the federal income taxation of partnerships and their partners is provided below in
‘‘Tax Aspects of Investments in Affiliated Partnerships.’’

Disregarded Subsidiaries.    Where we own a corporate subsidiary that is a ‘‘qualified REIT subsidiary,’’ that subsidiary
is generally disregarded for federal income tax purposes, and all of the subsidiary’s assets, liabilities and items of
income, deduction and credit are treated as our assets, liabilities and items of income, deduction and credit, including
for purposes of the gross income and asset tests applicable to REITs. A qualified REIT subsidiary is any corporation,
other than a ‘‘taxable REIT subsidiary’’ as described below, that is directly or indirectly wholly-owned by a REIT. Other
entities that are wholly-owned by us, including single member limited liability companies that have not elected to be
taxed as corporations for federal income tax purposes, are also generally disregarded as separate entities for federal
income tax purposes, including for purposes of the REIT income and asset tests. Disregarded subsidiaries, along with
any partnerships in which Anthracite Capital, Inc. holds an equity interest, are sometimes referred to herein as
‘‘pass-through subsidiaries.’’

In the event that a disregarded subsidiary of ours ceases to be wholly-owned—for example, if any equity interest in the
subsidiary is acquired by a person other than us or a disregarded subsidiary of ours—the subsidiary’s separate existence
would no longer be disregarded for federal income tax purposes. Instead, the subsidiary would have multiple owners
and would be treated as either a partnership or a taxable corporation. Such an event could, depending on the
circumstances, adversely affect our ability to satisfy the various asset and gross income requirements applicable to
REITs, including the requirement that REITs generally may not own, directly or indirectly, more than 10% of the
securities of another corporation. See ‘‘—Asset Tests’’ and ‘‘—Income Tests.’’

Taxable Subsidiaries.    In general, we may jointly elect with a subsidiary corporation, whether or not wholly-owned,
to treat the subsidiary corporation as a taxable REIT subsidiary (‘‘TRS’’). We generally may not own more than 10% of
the securities of a taxable corporation, as measured by voting power or value, unless we and such corporation elect to
treat such corporation as a TRS. The separate existence of a TRS or other taxable corporation is not ignored for
federal income tax purposes. Accordingly, a TRS or other taxable corporation generally would be subject to corporate
income tax on its earnings, which may reduce the cash flow that we and our subsidiaries generate in the aggregate, and
may reduce our ability to make distributions to our stockholders.

We are not treated as holding the assets of a TRS or other taxable subsidiary corporation, and we are generally not
treated as receiving any income that such a subsidiary earns. Rather, the stock issued by a taxable subsidiary to us is
an asset in our hands, and we generally treat the dividends paid to us from such taxable subsidiary, if any, as income.
This treatment can affect our income and asset test calculations, as described below. Because we do not include the
assets, and generally do not include income of TRSs or other taxable subsidiary corporations in determining our
compliance with the REIT requirements, we may use such entities to undertake indirectly activities that the REIT
rules might otherwise preclude us from doing directly or through pass-through subsidiaries. For example,
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we may use TRSs or other taxable subsidiary corporations to conduct activities that give rise to certain categories of
income such as management fees or foreign currency gains.

We own stock of certain TRSs that are organized outside of the United States. Special rules apply in the case of
income earned by a taxable subsidiary corporation that is organized outside of the United States. Depending upon the
nature of the subsidiary’s income, the parent REIT may be required to include in its taxable income an amount equal to
its share of the subsidiary’s income, without regard to whether, or when, such income is distributed by the subsidiary.
See ‘‘—Income Tests’’ below. A TRS that is organized outside of the United States may, depending upon the nature of its
operations, be subject to little or no federal income tax. We currently expect that our offshore TRSs will operate in a
manner so that they will generally not be subject to United States federal income tax on their net income at the entity
level.

    Income Tests

In order to qualify as a REIT, we must satisfy two annual gross income requirements. First, at least 75% of our gross
income for each taxable year, excluding any gross income from sales of inventory or dealer property in ‘‘prohibited
transactions,’’ generally must be derived from investments relating to real property or mortgages on real property,
including interest income derived from mortgage loans secured by real property (including certain types of mortgage
backed securities and other financing structures), ‘‘rents from real property,’’ dividends received from other REITs, and
gains from the sale of real estate assets, as well as specified income from temporary investments. Second, at least 95%
of our gross income in each taxable year, excluding gross income from any prohibited transactions and from certain
hedging transactions, must be derived from some combination of such income from investments in real property (i.e.,
income that qualifies under the 75% income test described above), as well as other dividends, interest, and gain from
the sale or disposition of stock or securities, which need not have any relation to real property.

Interest income constitutes qualifying mortgage interest for purposes of the 75% income test to the extent that the
obligation upon which such interest is paid is secured by a mortgage on real property. If we receive interest income
with respect to a mortgage loan that is secured by both real property and other property, and the highest principal
amount of the loan outstanding during a taxable year exceeds the fair market value of the real property on the date that
we acquired or originated the mortgage loan, the interest income will be apportioned between the real property and the
other collateral, and our income from the arrangement will qualify for purposes of the 75% income test only to the
extent that the interest is allocable to the real property. Even if a loan is not secured by real property, or is
undersecured, the income that it generates may nonetheless qualify for purposes of the 95% income test.

To the extent that the terms of a loan provide for contingent interest that is based on the cash proceeds realized upon
the sale of the property securing the loan (a ‘‘shared appreciation provision’’), income attributable to the participation
feature will be treated as gain from sale of the underlying property, which generally will be qualifying income for
purposes of both the 75% and 95% gross income tests provided that the property is not held as inventory or dealer
property. To the extent that we derive interest income from a mortgage loan, or income from the rental of real
property, where all or a portion of the amount of interest or rental income payable is contingent, such income
generally will qualify for purposes of the gross income tests only if it is based upon the gross receipts or sales, and not
the net income or profits, of the borrower or lessee. This limitation does not apply, however, where the borrower or
lessee leases substantially all of its interest in the property to tenants or subtenants, to the extent that the rental income
derived by the borrower or lessee, as the case may be, would qualify as rents from real property had we earned the
income directly.

We and our subsidiaries have invested in mezzanine loans, which are loans secured by equity interests in an entity that
directly or indirectly owns real property, rather than by a direct mortgage of the real property. The IRS has issued
Revenue Procedure 2003-65, which provides a safe harbor applicable to mezzanine loans. Under the Revenue
Procedure, if a mezzanine loan meets each of the requirements contained in the Revenue Procedure, (1) the mezzanine
loan will be treated by the IRS
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as a real estate asset for purposes of the asset tests described below, and (2) interest derived from the mezzanine loan
will be treated as qualifying mortgage interest for purposes of the 75% income test. Although the Revenue Procedure
provides a safe harbor on which taxpayers may rely, it does not prescribe rules of substantive tax law. We intend to
structure, and we believe that we have in the past structured, any investments in mezzanine loans in a manner that
complies with the various requirements applicable to our qualification as a REIT. To the extent that any of our
mezzanine loans do not meet all of the requirements for reliance on the safe harbor set forth in the Revenue Procedure,
however, there can be no assurance that the IRS will not challenge the tax treatment of these loans.

We and our subsidiaries also have invested in real estate mortgage investment conduits, or REMICs, and we may
invest in other types of commercial mortgage backed securities, or CMBS. See below under ‘‘—Asset Tests’’ for a
discussion of the effect of such investments on our qualification as a REIT.

We may hold certain participation interests, including B-Notes, in mortgage loans and mezzanine loans. Such interests
in an underlying loan are generally created by virtue of a participation or similar agreement to which the originator of
the loan is a party, along with one or more participants. The borrower on the underlying loan is typically not a party to
the participation agreement. The performance of this investment depends upon the performance of the underlying
loan, and if the underlying borrower defaults, the participant typically has no recourse against the originator of the
loan. The originator often retains a senior position in the underlying loan, and grants junior participations which
absorb losses first in the event of a default by the borrower. We believe that our participation interests generally
qualify as real estate assets for purposes of the REIT asset tests described below, and that the interest that we derive
from such investments will be treated as qualifying mortgage interest for purposes of the 75% income test. The
appropriate treatment of participation interests for federal income tax purposes is not entirely certain, however, and no
assurance can be given that the IRS will not challenge our treatment of our participation interests. In the event of a
determination that such participation interests do not qualify as real estate assets, or that the income that we derive
from such participation interests does not qualify as mortgage interest for purposes of the REIT asset and income tests,
we could be subject to a penalty tax, or could fail to qualify as a REIT. See ‘‘—Taxation of REITs in General,’’
‘‘—Requirements for Qualification— General,’’ ‘‘—Asset Tests’’ and ‘‘—Failure to Qualify.’’

Rents will qualify as ‘‘rents from real property’’ in satisfying the gross income requirements described above only if
several conditions are met. If rent is partly attributable to personal property leased in connection with a lease of real
property, the portion of the rent that is attributable to the personal property will not qualify as ‘‘rents from real property’’
unless it constitutes 15% or less of the total rent received under the lease. In addition, the amount of rent must not be
based, in whole or in part, on the income or profits of any person. Amounts received as rent, however, generally will
not be excluded from rents from real property solely by reason of being based on fixed percentages of gross receipts or
sales. Moreover, for rents received to qualify as ‘‘rents from real property,’’ we generally must not operate or manage the
property or furnish or render services to the tenants of such property, other than through an ‘‘independent contractor’’
from which we derive no revenue. We are permitted, however, to perform services that are ‘‘usually or customarily
rendered’’ in connection with the rental of space for occupancy only and which are not otherwise considered rendered
to the occupant of the property. In addition, we may directly or indirectly provide non-customary services to tenants of
our properties without disqualifying all of the rent from the property if the payments for such services do not exceed
1% of the total gross income from the property. For purposes of this test, we are deemed to have received income
from such non-customary services in an amount that is at least 150% of the direct cost of providing the services.
Moreover, we are generally permitted to provide services to tenants or others through a TRS without disqualifying the
rental income received from tenants for purposes of the income tests. Also, rental income will qualify as rents from
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real property only to the extent that we do not directly or constructively hold a 10% or greater interest, as measured by
vote or value, in the lessee’s equity.

S-16

We may directly or indirectly receive distributions from TRSs or other corporations that are not REITs or qualified
REIT subsidiaries. These distributions generally are treated as dividend income to the extent of the earnings and
profits of the distributing corporation. Such distributions will generally constitute qualifying income for purposes of
the 95% gross income test, but not for purposes of the 75% gross income test. Any dividends that we receive from a
REIT, however, will be qualifying income for purposes of both the 95% and 75% income tests.

We are subject to special rules applicable to certain types of income earned by taxable subsidiary corporations that are
organized outside of the United States. These rules require that we include our share of such income in the parent
REIT’s taxable income as it is earned by the subsidiary, without regard to whether, or when, the income is distributed
by the subsidiary as a dividend. We believe, based upon the advice of counsel, that income inclusions with respect to
any offshore TRSs should be qualifying income for purposes of the 95% gross income test (but not for the 75% gross
income test), and we treat such income inclusions in that manner. Because there is no clear precedent with respect to
the qualification of such income for purposes of the REIT gross income tests, however, no assurance can be given that
the IRS will not assert a contrary position.

Any income or gain that we or our pass-through subsidiaries derive from instruments that hedge certain risks, such as
the risk of changes in interest rates, will be excluded from gross income for purposes of the 95% gross income test
(i.e., excluded from both the numerator and the denominator), provided that specified requirements are met, including
the requirement that the instrument hedges risks associated with our indebtedness that is incurred to acquire or carry
‘‘real estate assets’’ (as described below under ‘‘—Asset Tests’’), and the instrument is properly identified as a hedge, along
with the risk that it hedges, within prescribed time periods. Income and gain from such transactions will not be
qualifying income for the 75% gross income test, and income and gain from all other hedging transactions will
generally not be qualifying income for either the 95% or 75% income test.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may still qualify as a
REIT for the year if we are entitled to relief under applicable provisions of the Internal Revenue Code. These relief
provisions will be generally available if (1) our failure to meet these tests was due to reasonable cause and not due to
willful neglect, (2) we attach to our tax return a schedule of the sources of our income, and (3) any incorrect
information on the schedule was not due to fraud with intent to evade tax. Those relief provisions generally will be
available if our failure to meet the gross income tests was due to reasonable cause and not due to willful neglect, and
we file a schedule of the sources of our gross income in accordance with Treasury regulations. It is not possible to
state whether we would be entitled to the benefit of these relief provisions in all circumstances. If these relief
provisions are inapplicable to a particular set of circumstances, we will not qualify as a REIT. As discussed above
under ‘‘—Taxation of REITs in General,’’ even where these relief provisions apply, the Internal Revenue Code imposes a
tax based upon the amount by which we fail to satisfy the particular gross income test.

    Asset Tests

At the close of each calendar quarter, we must also satisfy four tests relating to the nature of our assets. First, at least
75% of the value of our total assets must be represented by some combination of ‘‘real estate assets,’’ cash, cash items,
U.S. government securities, and, under some circumstances, stock or debt instruments purchased with new capital. For
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this purpose, real estate assets include interests in real property, such as land, buildings, leasehold interests in real
property, stock of other corporations that qualify as REITs, and some kinds of mortgage backed securities and
mortgage loans. Assets that do not qualify for purposes of the 75% test are subject to the additional asset tests
described below.

Second, the value of any one issuer’s securities that we own may not exceed 5% of the value of our total assets. Third,
we may not own more than 10% of any one issuer’s outstanding securities, as measured by either voting power or
value. The 5% and 10% asset tests do not apply to securities of TRSs. Fourth, the aggregate value of all securities of
TRSs that we hold may not exceed 20% of the value of our total assets.
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Notwithstanding the general rule, as noted above, that for purposes of the REIT income and asset tests, we are treated
as owning our proportionate share of the underlying assets of a subsidiary partnership, if we hold indebtedness issued
by a partnership, the indebtedness will be subject to, and may cause a violation of, the asset tests unless the
indebtedness is a qualifying mortgage asset, or other conditions are met. Similarly, although stock of another REIT is
a qualifying asset for purposes of the REIT asset tests, any non-mortgage debt that is issued by another REIT may not
so qualify (such debt, however, will not be treated as a ‘‘security’’ for purposes of the 10% value test, as explained
below).

The Code contains a number of provisions applicable to REITs, including relief provisions that make it easier for
REITs to satisfy the asset requirements, or to maintain REIT qualification notwithstanding certain violations of the
asset and other requirements. One such provision allows a REIT which fails one or more of the asset requirements to
nevertheless maintain its REIT qualification if (1) the REIT provides the IRS with a description of each asset causing
the failure, (2) the failure is due to reasonable cause and not willful neglect, (3) the REIT pays a tax equal to the
greater of (a) $50,000 per failure, and (b) the product of the net income generated by the assets that caused the failure
multiplied by the highest applicable corporate tax rate (currently 35%), and (4) the REIT either disposes of the assets
causing the failure within 6 months after the last day of the quarter in which it identifies the failure, or otherwise
satisfies the relevant asset tests within that time frame.

A second relief provision applies to de minimis violations of the 10% and 5% asset tests. A REIT may maintain its
qualification despite a violation of such requirements if (a) the value of the assets causing the violation does not
exceed the lesser of 1% of the REIT’s total assets, and $10,000,000, and (b) the REIT either disposes of the assets
causing the failure within 6 months after the last day of the quarter in which it identifies the failure, or the relevant
tests are otherwise satisfied within that time frame.

The Code also provides that certain securities will not cause a violation of the 10% value test described above. Such
securities include instruments that constitute ‘‘straight debt,’’ which includes, among other things, securities having
certain specified contingency features. A security does not qualify as ‘‘straight debt’’ where a REIT (or a controlled TRS
of the REIT) owns other securities of the same issuer which do not qualify as straight debt, unless the value of those
other securities constitute, in the aggregate, 1% or less of the total value of that issuer’s outstanding securities. In
addition to straight debt, the Code provides that certain other securities will not violate the 10% value test. Such
securities include (a) any loan made to an individual or an estate, (b) certain rental agreements pursuant to which one
or more payments are to be made in subsequent years (other than agreements between a REIT and certain persons
related to the REIT under attribution rules), (c) any obligation to pay rents from real property, (d) securities issued by
governmental entities that are not dependent, in whole or in part, on the profits of (or payments made by) a
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non-governmental entity, (e) any security (including debt securities) issued by another REIT, and (f) any debt
instrument issued by a partnership if the partnership’s income is of a nature that it would satisfy the 75% gross income
test described above under ‘‘—Income Tests.’’ In applying the 10% value test, a debt security issued by a partnership is not
taken into account to the extent, if any, of the REIT’s proportionate interest in that partnership.

Any interests that we hold in a REMIC will generally qualify as real estate assets, and income derived from REMIC
interests will generally be treated as qualifying income for purposes of the REIT income tests described above. If less
than 95% of the assets of a REMIC are real estate assets, however, then only a proportionate part of our interest in the
REMIC and income derived from the interest qualifies for purposes of the REIT asset and income tests. If we hold a
‘‘residual interest’’ in a REMIC from which we derive ‘‘excess inclusion income,’’ we will be required to either distribute
the excess inclusion income or pay tax on it (or a combination of the two), even though we may not receive the
income in cash. To the extent that distributed excess inclusion income is allocable to a particular stockholder, the
income (1) would not be allowed to be offset by any losses or deductions otherwise available to the stockholder, (2)
would be subject to tax as unrelated business taxable income in the hands of most types of stockholders that are
otherwise generally exempt from federal income tax, and (3) would result in the application of U.S. federal income tax
withholding at the
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maximum rate (30%), without reduction of any otherwise applicable income tax treaty, to the extent allocable to most
types of foreign stockholders. Moreover, any excess inclusion income that we receive that is allocable to specified
categories of tax-exempt investors which are not subject to unrelated business income tax, such as government
entities, may be subject to corporate-level income tax in our hands, whether or not it is distributed. See ‘‘Taxable
Mortgage Pools and Excess Inclusion Income.’’

To the extent that we hold mortgage participations or CMBS that do not represent REMIC interests, such assets may
not qualify as real estate assets, and the income generated from them might not qualify for purposes of either or both
of the REIT income requirements, depending upon the circumstances and the specific structure of the investment.

We believe that our holdings of securities and other assets will comply with the foregoing REIT asset requirements,
and we intend to monitor compliance on an ongoing basis. Certain of our mezzanine loans may qualify for the safe
harbor in Revenue Procedure 2003-65 pursuant to which certain loans secured by a first priority security interest in
ownership interests in a partnership or limited liability company will be treated as qualifying assets for purposes of the
75% real estate asset test and the 10% vote or value test. See ‘‘—Income Tests.’’ We may, however, hold some mezzanine
loans that do not qualify for that safe harbor and that do not qualify as ‘‘straight debt’’ securities or for one of the other
exclusions from the definition of ‘‘securities’’ for purposes of the 10% value test. We intend to make such investments in
such a manner as not to fail the asset tests described above, and we believe that our existing investments satisfy such
requirements.

Independent appraisals generally are not obtained to support our conclusions as to the value of our total assets, or the
value of any particular security or securities. Moreover, values of some assets, including instruments issued in
securitization transactions, may not be susceptible to a precise determination, and values are subject to change in the
future. Furthermore, the proper classification of an instrument as debt or equity for federal income tax purposes may
be uncertain in some circumstances, which could affect the application of the REIT asset requirements. Accordingly,
there can be no assurance that the IRS will not contend that our interests in our subsidiaries or in the securities of other
issuers will not cause a violation of the REIT asset tests.
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    Annual Distribution Requirements

In order to qualify as a REIT, we are required to distribute dividends, other than capital gain dividends, to our
stockholders in an amount at least equal to:

(a)    the sum of

(1) 90% of our ‘‘REIT taxable income,’’ computed without regard to our net capital gains and the
deduction for dividends paid, and

(2) 90% of our net income, if any, (after tax) from foreclosure property (as described below), minus
(b) the sum of specified items of noncash income.

We generally must make these distributions in the taxable year to which they relate, or in the following taxable year if
declared before we timely file our tax return for the year and if paid with or before the first regular dividend payment
after such declaration. In order for distributions to be counted for this purpose, and to give rise to a tax deduction for
us, the distributions must not be ‘‘preferential dividends.’’ A dividend is not a preferential dividend if the distribution is
(1) pro rata among all outstanding shares of stock within a particular class, and (2) in accordance with the preferences
among different classes of stock as set forth in our organizational documents.

To the extent that we distribute at least 90%, but less than 100%, of our ‘‘REIT taxable income,’’ as adjusted, we will be
subject to tax at ordinary corporate tax rates on the retained portion of our income. We may elect to retain, rather than
distribute, our net long-term capital gains and pay tax on such gains. In this case, we could elect for our stockholders
to include their proportionate shares of such undistributed long-term capital gains in income, and to receive a
corresponding credit for their share of the tax that we paid. Our stockholders would then increase their adjusted basis
of their stock
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by the difference between (a) the amounts of capital gain dividends that we designated and that they include in their
taxable income, minus (b) the tax that we paid on their behalf with respect to that income.

To the extent that we have available net operating losses carried forward from prior tax years, such losses may reduce
the amount of distributions that we must make in order to comply with the REIT distribution requirements. Such
losses, however, will generally not affect the character of any distributions that are actually made as ordinary
dividends or capital gains. See ‘‘—Taxation of Stockholders—Taxation of Taxable Domestic Stockholders—Distributions.’’

If we should fail to distribute during each calendar year at least the sum of (a) 85% of our REIT ordinary income for
such year, (b) 95% of our REIT capital gain net income for such year, and (c) any undistributed taxable income from
prior periods, we would be subject to a non-deductible 4% excise tax on the excess of such required distribution over
the sum of (x) the amounts actually distributed, plus (y) the amounts of income we retained and on which we have
paid corporate income tax.

It is possible that, from time to time, we may not have sufficient cash to meet the distribution requirements due to
timing differences between (a) our actual receipt of cash, including receipt of distributions from our subsidiaries, and
(b) our inclusion of items in income for federal income tax purposes. Other potential sources of non-cash taxable
income include:
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• ‘‘residual interests’’ in REMICs or taxable mortgage pools,
• loans or mortgage backed securities held as assets that are issued at a discount and require the

accrual of taxable economic interest in advance of its receipt in cash,
• loans on which the borrower is permitted to defer cash payments of interest, and distressed

loans on which we may be required to accrue taxable interest income even though the borrower
is unable to make current servicing payments in cash.

In the event that such timing differences occur, in order to meet the distribution requirements, it might be necessary
for us to arrange for short-term, or possibly long-term, borrowings, or to pay dividends in the form of taxable in-kind
distributions of property.

In some circumstance we might be able to rectify a failure to meet the distribution requirements for a year by paying
‘‘deficiency dividends’’ to stockholders in a later year which is included in our deduction for dividends paid for the
earlier year. In this case, we may be able to avoid losing REIT status or being taxed on amounts distributed as
deficiency dividends. We could, however, be required to pay interest and a penalty based on the amount of any
deduction taken for deficiency dividends.

    Failure to Qualify

If we fail to satisfy one or more requirements for REIT qualification other than the gross income or asset tests, we
could avoid disqualification if our failure is due to reasonable cause and not willful neglect, and we pay a penalty of
$50,000 for each such failure. Relief provisions are also potentially available for failures of the gross income tests and
asset tests, as described above in ‘‘—Income Tests’’ and—Asset Tests.’’

If we fail to qualify for taxation as a REIT in any taxable year, and the relief provisions described above do not apply,
we would be subject to tax, including any applicable alternative minimum tax, on our taxable income at regular
corporate rates. We cannot deduct distributions to stockholders in any year in which we are not a REIT, nor would we
be required to make distributions in such a year. In this situation, to the extent of current and accumulated earnings
and profits, distributions to domestic stockholders that are individuals, trusts and estates would generally be taxable at
capital gains rates (through 2010). In addition, subject to the limitations of the Internal Revenue Code, corporate
distributees may be eligible for the dividends received deduction. Unless we are entitled to relief under specific
statutory provisions, we would also be disqualified from re-electing to be taxed as a REIT for the four taxable years
following the year during which we lost qualification. It is not possible to state whether, in all circumstances, we
would be entitled to this statutory relief.
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    Prohibited Transactions

Net income, if any, that we derive from a prohibited transaction is subject to a 100% tax. The term ‘‘prohibited
transaction’’ generally includes a sale or other disposition of property (other than foreclosure property, as discussed
below) that is held primarily for sale to customers in the ordinary course of a trade or business. We intend to conduct
our operations so that no asset that we own will be treated as held for sale, or as having been sold, to customers in the
ordinary course of our business. Whether property is held ‘‘primarily for sale to customers in the ordinary course of a
trade or business’’ depends, however, on the particular facts and circumstances. No assurance can be given that any
property that we sell will not be treated as property held for sale to customers in the ordinary course of business, or
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that we can comply with certain safe-harbor provisions of the Internal Revenue Code that would prevent such
treatment. The 100% tax does not apply to gains from the sale of property that is held through a TRS or other taxable
corporation, although such income will generally be subject to tax in the hands of that corporation at regular corporate
rates.

    Foreclosure Property

Foreclosure property is real property, and any personal property incident to such real property (1) that we acquire as
the result of having bid in the property at foreclosure, or having otherwise reduced the property to ownership or
possession by agreement or process of law, after a default (or upon imminent default) on a lease of the property or a
mortgage loan held by us and secured by the property, (2) for which we acquired the related loan or lease was at a
time when default was not imminent or anticipated, and (3) with respect to which we made a proper election to treat
the property as foreclosure property. We generally will be subject to tax at the maximum corporate rate (currently
35%) on any net income from foreclosure property, including any gain from the disposition of the foreclosure
property, other than income that would otherwise be qualifying income for purposes of the 75% gross income test.
Any gain from the sale of property for which a foreclosure property election has been made will not be subject to the
100% tax on gains from prohibited transactions described above, even if the property would otherwise constitute
inventory or dealer property. To the extent that we receive any income from foreclosure property that would not
otherwise qualify for purposes of the 75% gross income test, we intend to make an election to treat the related
property as foreclosure property.

    Foreign Investments

We and our subsidiaries may hold investments in, and pay taxes to, foreign countries. Taxes we pay in foreign
jurisdictions may not be passed through to, or used by, our stockholders as a foreign tax credit or otherwise. Our
foreign investments might also generate foreign currency gains and losses. Foreign currency gains are treated as
income that does not qualify under the 95% or 75% income tests, unless certain technical requirements are met. No
assurance can be given that these technical requirements will be met in the case of any foreign currency gains that we
recognize directly or through pass-through subsidiaries, or that these technical requirements will not adversely affect
our ability to satisfy the REIT qualification requirements.

    Derivatives and Hedging Transactions

We and our subsidiaries may enter into hedging transactions with respect to interest rate exposure on one or more
assets or liabilities. Any such hedging transactions could take a variety of forms, including the use of derivative
instruments such as interest rate swap contracts, interest rate cap or floor contracts, futures or forward contracts, and
options. To the extent that we or one of our pass-through subsidiaries enters into a hedging transaction to reduce risks
associated with indebtedness incurred to acquire or carry real estate assets, and the instrument is properly identified as
a hedge, along with the risk that it hedges, within prescribed time periods, any periodic income from the instrument, or
gain from the disposition of such instrument, would not be treated as gross income for purposes of the REIT 95%
gross income test (i.e., would be excluded from the calculation altogether), but would nonetheless be treated as
non-qualifying income for the 75% gross income test.
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To the extent that we hedge in other situations, the resultant income will be treated as income that does not qualify for
purposes of both the 95% and 75% gross income tests. We intend to structure any hedging transactions in a manner
that does not jeopardize our status as a REIT. We may conduct some or all of our hedging activities (including
hedging activities relating to currency risk) through a TRS or other corporate entity, the income from which may be
subject to federal income tax, rather than by participating in the arrangements directly or through pass-through
subsidiaries. No assurance can be given, however, that our hedging activities will not give rise to income that does not
qualify for purposes of the REIT gross income tests, or that our hedging activities will not adversely affect our ability
to satisfy the REIT qualification requirements.

    Taxable Mortgage Pools and Excess Inclusion Income

An entity, or a portion of an entity, may be classified as a taxable mortgage pool (‘‘TMP’’) under the Internal Revenue
Code if:

• substantially all of its assets consist of debt obligations or interests in debt obligations,
• more than 50% of those debt obligations are real estate mortgages or interests in real estate

mortgages,
• the entity has issued debt obligations (liabilities) that have two or more maturities, and
• the payments required to be made by the entity on its debt obligations (liabilities) ‘‘bear a

relationship’’ to the payments to be received by the entity on the debt obligations that it holds as
assets.

Under regulations issued by the U.S. Treasury Department, if less than 80% of the assets of an entity (or a portion of
an entity) consist of debt obligations, these debt obligations are considered not to comprise ‘‘substantially all’’ of its
assets, and therefore the entity would not be treated as a TMP. Our financing and securitization arrangements may
give rise to TMPs, with the consequences described below.

Where an entity, or a portion of an entity, is classified as a TMP, it is generally treated as a taxable corporation for
federal income tax purposes. In the case of a REIT, or a portion of a REIT, or a disregarded subsidiary of a REIT, that
is a TMP, however, special rules apply. The TMP is not treated as a corporation that is subject to corporate income
tax, and the TMP classification does not directly affect the tax status of the REIT. Rather, the consequences of the
TMP classification would, in general, except as described below, be limited to the stockholders of the REIT.

A portion of the REIT’s income from the TMP arrangement, which might be non-cash accrued income, could be
treated as ‘‘excess inclusion income.’’ Under recently issued IRS guidance, including IRS Notice 2006-97, the REIT’s
excess inclusion income, including any excess inclusion income from a residual interest in a REMIC, must be
allocated among its stockholders in proportion to dividends paid. The REIT is required to notify stockholders of the
amount of ‘‘excess inclusion income’’ allocated to them. A stockholder’s share of excess inclusion income:

• cannot be offset by any losses or deductions otherwise available to the stockholder,
• is subject to tax as unrelated business taxable income in the hands of most types of stockholders

that are otherwise generally exempt from federal income tax, and
• results in the application of U.S. federal income tax withholding at the maximum rate (30%),

without reduction for any otherwise applicable income tax treaty or other exemption, to the
extent allocable to most types of foreign stockholders.

See ‘‘—Taxation of Stockholders.’’ Under the recently issued IRS guidance, to the extent that excess inclusion income is
allocated to a tax-exempt stockholder of a REIT that is not subject to unrelated business income tax (such as a
government entity or charitable remainder trust), the REIT will be subject to tax on this income at the highest
applicable corporate tax rate (currently 35%). In that case, the REIT could reduce distributions to such stockholders by
the amount of such tax paid by it that is attributable to such stockholder’s ownership. Treasury regulations provide that
such a reduction in

Edgar Filing: ANTHRACITE CAPITAL INC - Form 424B5

26



S-22

distributions does not give rise to a preferential dividend that could adversely affect the REIT’s compliance with its
distribution requirements. See ‘‘—Annual Distribution Requirements.’’ The manner in which excess inclusion income is
calculated, or would be allocated to stockholders, including allocations among shares of different classes of stock, is
not clear under current law. As required by the IRS guidance, we intend to make such determinations using a
reasonable method. Tax-exempt investors, foreign investors and taxpayers with net operating losses should carefully
consider the tax consequences described above, and are urged to consult their tax advisors.

If a subsidiary partnership of ours that we do not wholly-own, directly or through one or more disregarded entities,
were a TMP, the foregoing rules would not apply. Rather, the partnership that is a TMP would be treated as a
corporation for federal income tax purposes, and potentially could be subject to corporate income tax or withholding
tax. In addition, this characterization would alter our income and asset test calculations, and could adversely affect our
compliance with those requirements. We intend to monitor the structure of any TMPs in which we have an interest to
ensure that they will not adversely affect our status as a REIT.

Tax Aspects of Investments in Affiliated Partnerships

    General

We may hold investments through entities that are classified as partnerships for federal income tax purposes. In
general, partnerships are ‘‘pass-through’’ entities that are not subject to federal income tax. Rather, partners are allocated
their proportionate shares of the items of income, gain, loss, deduction and credit of a partnership, and are potentially
subject to tax on these items, without regard to whether the partners receive a distribution from the partnership. We
will include in our income our proportionate share of these partnership items for purposes of the various REIT income
tests, and in computing our taxable income. Moreover, for purposes of the REIT asset tests, we will include in our
calculations our proportionate share of any assets held by subsidiary partnerships. Our proportionate share of a
partnership’s assets and income is generally based on our capital interest in the partnership. See ‘‘Taxation of Anthracite
Capital, Inc.—Effect of Subsidiary Entities—Ownership of Partnership Interests.’’

    Entity Classification

Any investment in partnerships involves special tax considerations, including the possibility of a challenge by the IRS
of the status of any subsidiary partnership as a partnership, as opposed to an association taxable as a corporation, for
federal income tax purposes (for example, if the IRS were to assert that a subsidiary partnership is a TMP). See
‘‘Taxation of Anthracite Capital, Inc.—Taxable Mortgage Pools and Excess Inclusion Income.’’ If any of these entities
were treated as an association for federal income tax purposes, it would be taxable as a corporation and therefore
could be subject to an entity-level tax on its income. In such a situation, the character of our assets and items of gross
income would change and could preclude us from satisfying the REIT asset tests or the gross income tests as
discussed in ‘‘Taxation of Anthracite Capital, Inc.—Asset Tests’’ and ‘‘—Income Tests,’’ and in turn could prevent us from
qualifying as a REIT, unless we are eligible for relief from the violation pursuant to relief provisions described above.
See ‘‘Taxation of Anthracite Capital, Inc.—Asset Tests,’’ ‘‘—Income Tests’’ and ‘‘—Failure to Qualify,’’ above, for discussion of the
effect of failure to satisfy the REIT tests for a taxable year, and of the relief provisions. In addition, any change in the
status of any subsidiary partnership for tax purposes might be treated as a taxable event, in which case we could have
taxable income that is subject to the REIT distribution requirements, without receiving any cash.
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    Tax Allocations with Respect to Partnership Properties

Under the Internal Revenue Code and the Treasury regulations, income, gain, loss and deduction attributable to
appreciated or depreciated property that is contributed to a partnership in exchange for an interest in the partnership
must be allocated for tax purposes so that the contributing partner is
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charged with, or benefits from, the unrealized gain or unrealized loss associated with the property at the time of the
contribution. The amount of the unrealized gain or unrealized loss is generally equal to the difference between the fair
market value of the contributed property at the time of contribution, and the adjusted tax basis of such property at the
time of contribution (a ‘‘book-tax difference’’). Such allocations are solely for federal income tax purposes, and do not
affect the book capital accounts or other economic or legal arrangements among the partners.

To the extent that any subsidiary partnership acquires appreciated (or depreciated) properties by way of capital
contributions from its partners, allocations would need to be made in a manner consistent with these requirements.
Where a partner contributes cash to a partnership at a time that the partnership holds appreciated (or depreciated)
property, the Treasury regulations provide for a similar allocation of these items to the other (i.e., non-contributing)
partners. These rules may apply to a contribution that we make to any subsidiary partnerships of the cash proceeds
received in offerings of our stock. As a result, the partners in any subsidiary partnerships, including us, could be
allocated greater or lesser amounts of depreciation and taxable income in respect of a partnership’s properties than
would be the case if all of the partnership’s assets (including any contributed assets) had a tax basis equal to their fair
market values at the time of any contributions to that partnership. This could cause us to recognize, over a period of
time, taxable income in excess of cash flow from the partnership, which might adversely affect our ability to comply
with the REIT distribution requirements discussed above.

Taxation of Stockholders

    Taxation of Taxable Domestic Stockholders

Distributions.    As a REIT, the distributions that we make to our taxable domestic stockholders out of current or
accumulated earnings and profits that we do not designate as capital gain dividends will generally be taken into
account by stockholders as ordinary income and will not be eligible for the dividends received deduction for
corporations. With limited exceptions, our dividends are not eligible for taxation at the preferential income tax rates
(15% maximum federal rate through 2010) which are applicable to qualified dividends from taxable C corporations
received by domestic stockholders that are individuals, trusts and estates. Such stockholders, however, are taxed at the
preferential rates on dividends designated by and received from REITs to the extent that the dividends are attributable
to:

• income retained by the REIT in the prior taxable year on which the REIT was subject to
corporate level income tax (less the amount of tax),

• dividends received by the REIT from TRSs or other taxable C corporations, or
• income from subsequent sales of ‘‘built-in gain’’ property that had previously been acquired by the

REIT from C corporations in tax-deferred carryover basis transactions (less the amount of
corporate tax borne by the REIT on such income).
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Distributions that we designate as capital gain dividends will generally be taxed to our stockholders as long-term
capital gains, to the extent that such distributions do not exceed our actual net capital gain for the taxable year, without
regard to the period for which the stockholder that receives such distribution has held its stock. We may elect to retain
and pay taxes on some or all of our net long term capital gains, if any. In that case, we might elect to apply certain
provisions of the Internal Revenue Code that treat our stockholders as having received, solely for tax purposes, our
undistributed capital gains. The stockholders would be taxable on this income, but would also receive a corresponding
credit for the taxes that we paid on such undistributed capital gains. The stockholders would also be deemed to
recontribute the after-tax amount of the income back to us, and would correspondingly increase the tax basis of their
shares. See ‘‘Taxation of Anthracite Capital, Inc.— Annual Distribution Requirements.’’ Corporate stockholders may be
required to treat up to 20% of some capital gain dividends as ordinary income. Long-term capital gains are generally
taxable at maximum federal rates of 15% (through 2010) in the case of stockholders that are individuals, trusts
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and estates, and 35% in the case of stockholders that are corporations. Capital gains attributable to the sale of
depreciable real property held for more than 12 months are, to the extent of previously claimed depreciation
deductions, subject to a 25% maximum federal income tax rate in lieu of the 15% capital gains rate that applies to
certain taxpayers.

Distributions in excess of our current and accumulated earnings and profits will generally represent a return of capital,
and will not be taxable to a stockholder, to the extent that the amount of such distributions does not exceed the
adjusted tax basis of the stockholder’s shares in respect of which the distributions were made. Rather, the distribution
will reduce the adjusted basis of the stockholder’s shares. To the extent that such distributions exceed the adjusted
basis of a stockholder’s shares, the stockholder generally must include such distributions in income as long-term
capital gain, or short-term capital gain if the shares have been held for one year or less. In addition, any dividend that
we declare in October, November or December of any year and that is payable to a stockholder of record on a
specified date in any such month will be treated as both paid by us and received by the stockholder on December 31 of
such year, provided that we actually pay the dividend before the end of January of the following calendar year.

To the extent that we have available net operating losses and capital losses carried forward from prior tax years, such
losses may reduce the amount of distributions that we must make in order to comply with the REIT distribution
requirements. See ‘‘Taxation of Anthracite Capital, Inc.—Annual Distribution Requirements.’’ Such losses, however, are
not passed through to stockholders and do not offset income of stockholders from other sources, nor would such losses
affect the character of any distributions that we make, which are generally subject to tax in the hands of stockholders
to the extent that we have current or accumulated earnings and profits, as described above.

If excess inclusion income from a taxable mortgage pool or REMIC residual interest is allocated to any stockholder,
that income will be taxable in the hands of the stockholder and would not be offset by any losses or other deductions
of the stockholder that would otherwise be available. See ‘‘Taxation of Anthracite Capital, Inc.—Taxable Mortgage Pools
and Excess Inclusion Income.’’ As required by IRS guidance, we intend to disclose to our stockholders if a portion of a
dividend paid by us is attributable to excess inclusion income.

Dispositions of Our Stock.    In general, capital gains recognized by individuals, trusts and estates upon the sale or
disposition of our stock will be subject to a maximum federal income tax rate of 15% (through 2010) if the stock is
held for more than one year, and will be taxed at ordinary income rates (of up to 35% through 2010) if the stock is
held for one year or less. Gains recognized by stockholders that are corporations are subject to federal income tax at a
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maximum rate of 35%, whether or not such gains are classified as long-term capital gains. Capital losses recognized
by a stockholder upon the disposition of our stock that was held for more than one year at the time of disposition will
be considered long-term capital losses, and are generally available only to offset capital gain income of the
stockholder but not ordinary income (except in the case of individuals, who may apply up to $3,000 per year, of the
excess, if any, of capital losses over capital gains, to offset ordinary income). In addition, any loss upon a sale or
exchange of shares of our stock by a stockholder who has held the shares for six months or less will be treated as a
long-term capital loss to the extent of distributions that we make that are required to be treated by the stockholder as
long-term capital gain.

If an investor recognizes a loss upon a disposition of our stock in an amount that exceeds a prescribed threshold, it is
possible that the provisions of Treasury regulations involving ‘‘reportable transactions’’ could apply, with a resulting
requirement to separately disclose the loss-generating transaction to the IRS. These regulations, though directed
towards ‘‘tax shelters,’’ are written quite broadly, and apply to transactions that would not typically be considered tax
shelters. The Code imposes significant penalties for failure to comply with these requirements. You should consult
your tax advisors concerning any possible disclosure obligation with respect to the receipt or disposition of our stock,
or transactions that we might undertake directly or indirectly. Moreover, we and other participants in the transactions
in which we are involved (including their advisors) might be subject to disclosure or other requirements pursuant to
these regulations.
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    Taxation of Foreign Stockholders

The following is a summary of certain U.S. federal income and estate tax consequences of the ownership and
disposition of our stock applicable to non-U.S. holders. A ‘‘non-U.S. holder’’ is any person other than:

• a citizen or resident of the United States,
• a corporation or partnership created or organized in the United States or under the laws of the

United States, or of any state thereof, or the District of Columbia,
• an estate, the income of which is includable in gross income for U.S. federal income tax

purposes regardless of its source, or
• a trust if a United States court is able to exercise primary supervision over the administration of

such trust and one or more United States fiduciaries have the authority to control all substantial
decisions of the trust.

If a partnership, including for this purpose any entity that is treated as a partnership for U.S. federal income tax
purposes, holds our stock, the tax treatment of a partner in the partnership will generally depend upon the status of the
partner and the activities of the partnership. An investor that is a partnership and the partners in such partnership
should consult their tax advisors about the U.S. federal income tax consequences of the acquisition, ownership and
disposition of our stock.

The discussion is based on current law, and is for general information only. It addresses only selected, and not all,
aspects of U.S. federal income and estate taxation.

Ordinary Dividends.    The portion of dividends received by non-U.S. holders that (1) is payable out of our earnings
and profits, (2) is not attributable to our capital gains, and (3) is not effectively connected with a U.S. trade or business
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of the non-U.S. holder, will be subject to U.S. withholding tax at the rate of 30%, unless reduced or eliminated by
treaty. Reduced treaty rates and other exemptions are not available to the extent that income is attributable to excess
inclusion income allocable to the foreign stockholder. Accordingly, we will withhold at a rate of 30% on any portion
of a dividend that is paid to a non-U.S. holder and attributable to that holder’s share of our excess inclusion income.
See ‘‘Taxation of Anthracite Capital, Inc.—Taxable Mortgage Pools and Excess Inclusion Income.’’ As required by recent
IRS guidance, we intend to disclose to stockholders if a portion of a dividend paid by us is attributable to excess
inclusion income.

In general, non-U.S. holders will not be considered to be engaged in a U.S. trade or business solely as a result of their
ownership of our stock. In cases where the dividend income from a non-U.S. holder’s investment in our stock is, or is
treated as, effectively connected with the non-U.S. holder’s conduct of a U.S. trade or business, the non-U.S. holder
generally will be subject to U.S. federal income tax at graduated rates, in the same manner as domestic stockholders
are taxed with respect to such dividends. Such income must generally be reported on a U.S. income tax return filed by
or on behalf of the non-U.S. holder. The income may also be subject to the 30% branch profits tax in the case of a
non-U.S. holder that is a corporation.

Non-Dividend Distributions.    Unless our stock constitutes a U.S. real property interest (a ‘‘USRPI’’), distributions that
we make which are not dividends out of our earnings and profits will not be subject to U.S. income tax. If we cannot
determine at the time that a distribution is made whether or not the distribution will exceed current and accumulated
earnings and profits, the distribution will be subject to withholding at the rate applicable to dividends. The non-U.S.
holder may seek a refund from the IRS of any amounts withheld if it is subsequently determined that the distribution
was, in fact, in excess of our current and accumulated earnings and profits. If our stock constitutes a USRPI, as
described below, distributions that we make in excess of the sum of (a) the stockholder’s proportionate share of our
earnings and profits, plus (b) the stockholder’s basis in its stock, will be taxed under the Foreign Investment in Real
Property Tax Act of 1980 (‘‘FIRPTA’’) at the rate of tax, including any applicable capital gains rates, that would apply to
a domestic stockholder of the same type (e.g., an individual or a corporation, as the case may be), and the collection of
the tax will be enforced by a refundable withholding at a rate of 10% of the amount by which the distribution exceeds
the stockholder’s share of our earnings and profits.
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Capital Gain Dividends.    Under FIRPTA, a distribution that we make to a non-U.S. holder, to the extent attributable
to gains from dispositions of USRPIs that we held directly or through pass-through subsidiaries (‘‘USRPI capital gains’’),
will, except as described below, be considered effectively connected with a U.S. trade or business of the non-U.S.
holder and will be subject to U.S. income tax at the rates applicable to U.S. individuals or corporations, without regard
to whether we designate the distribution as a capital gain dividend. See above under ‘‘—Taxation of Foreign
Stockholders—Ordinary Dividends,’’ for a discussion of the consequences of income that is effectively connected with a
U.S. trade or business. In addition, we will be required to withhold tax equal to 35% of the amount of dividends to the
extent the dividends constitute USRPI capital gains. Distributions subject to FIRPTA may also be subject to a 30%
branch profits tax in the hands of a non-U.S. holder that is a corporation. A distribution is not a USRPI capital gain if
we held an interest in the underlying asset solely as a creditor. Capital gain dividends received by a non-U.S. holder
that are attributable to dispositions of our assets other than USRPIs are not subject to U.S. income or withholding tax,
unless (1) the gain is effectively connected with the non-U.S. holder’s U.S. trade or business, in which case the
non-U.S. holder would be subject to the same treatment as U.S. holders with respect to such gain, or (2) the non-U.S.
holder is a nonresident alien individual who was present in the United States for 183 days or more during the taxable
year and has a ‘‘tax home’’ in the United States, in which case the non-U.S. holder will incur a 30% tax on his or her
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capital gains.

A capital gain dividend that would otherwise have been treated as a USRPI capital gain will not be so treated or be
subject to FIRPTA, and generally will not be treated as income that is effectively connected with a U.S. trade or
business, and instead will be treated in the same manner as an ordinary dividend (see ‘‘—Taxation of Foreign
Stockholders—Ordinary Dividends’’), provided that (1) the capital gain dividend is received with respect to a class of
stock that is regularly traded on an established securities market located in the United States, and (2) the recipient
non-U.S. holder does not own more than 5% of that class of stock at any time during the year ending on the date on
which the capital gain dividend is received. We believe that our common stock is, and is likely to continue to be,
‘‘regularly traded’’ on an established securities exchange.

Dispositions of Our Stock.    Unless our stock constitutes a USRPI, a sale of our stock by a non-U.S. holder generally
will not be subject to U.S. taxation under FIRPTA. Our stock will not be treated as a USRPI if less than 50% of our
assets throughout a prescribed testing period consist of interests in real property located within the United States,
excluding, for this purpose, interests in real property solely in a capacity as a creditor. It is not currently anticipated
that our stock will constitute a USRPI.

Even if the foregoing 50% test is not met, our stock nonetheless will not constitute a USRPI if we are a
‘‘domestically-controlled REIT.’’ A domestically-controlled REIT is a REIT, less than 50% of value of which is held
directly or indirectly by non-U.S. holders at all times during a specified testing period. We believe that we are, and we
expect to continue to be, a domestically-controlled REIT, and that a sale of our stock should not be subject to taxation
under FIRPTA. No assurance can be given, however, that we will remain a domestically-controlled REIT.

In the event that we are not a domestically-controlled REIT, but our stock is ‘‘regularly traded,’’ as defined by applicable
Treasury Department regulations, on an established securities market, a non-U.S. holder’s sale of our stock nonetheless
would not be subject to tax under FIRPTA as a sale of a USRPI, provided that the selling non-U.S. holder held 5% or
less of such class of stock at all times during a specified testing period. As noted above, we believe that our common
stock is, and is likely to continue to be, ‘‘regularly traded’’ on an established securities exchange.

If gain on the sale of our stock were subject to taxation under FIRPTA, the non-U.S. holder would be required to file a
U.S. federal income tax return and would be subject to the same treatment as a U.S. stockholder with respect to such
gain, subject to applicable alternative minimum tax and a special alternative minimum tax in the case of non-resident
alien individuals, and the purchaser of the stock could be required to withhold 10% of the purchase price and remit
such amount to the IRS.

Gain from the sale of our stock that would not otherwise be subject to FIRPTA will nonetheless be taxable in the
United States to a non-U.S. holder in two cases: (1) if the non-U.S. holder’s
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investment in our stock is effectively connected with a U.S. trade or business conducted by such non-U.S. holder, the
non-U.S. holder will be subject to the same treatment as a U.S. stockholder with respect to such gain, or (2) if the
non-U.S. holder is a nonresident alien individual who was present in the United States for 183 days or more during the
taxable year and has a ‘‘tax home’’ in the United States, the nonresident alien individual will be subject to a 30% tax on
the individual’s capital gain.
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Estate Tax.    If our stock is owned or treated as owned by an individual who is not a citizen or resident (as specially
defined for U.S. federal estate tax purposes) of the United States at the time of such individual’s death, the stock will
be includable in the individual’s gross estate for U.S. federal estate tax purposes, unless an applicable estate tax treaty
provides otherwise, and may therefore be subject to U.S. federal estate tax.

    Taxation of Tax-Exempt Stockholders

Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement
accounts, generally are exempt from federal income taxation. Such entities, however, may be subject to taxation on
their unrelated business taxable income (‘‘UBTI’’). While some investments in real estate may generate UBTI, the IRS
has ruled that dividend distributions from a REIT to a tax-exempt entity generally do not constitute UBTI. Based on
that ruling, and provided that (1) a tax-exempt stockholder has not held our stock as ‘‘debt financed property’’ within the
meaning of the Internal Revenue Code (i.e., where the acquisition or holding of the property is financed through a
borrowing by the tax-exempt stockholder), and (2) our stock is not otherwise used in an unrelated trade or business,
distributions that we make and income from the sale of our stock generally should not give rise to UBTI to a
tax-exempt stockholder.

To the extent, however, that we are (or a part of us, or a disregarded subsidiary of ours) is a TMP, or if we hold
residual interests in a REMIC, a portion of the dividends paid to a tax-exempt stockholder that is allocable to excess
inclusion income may be treated as UBTI. If, however, excess inclusion income is allocable to some categories of
tax-exempt stockholders that are not subject to UBTI, we will be subject to corporate level tax on such income, and, in
that case, we may reduce the amount of distributions to those stockholders whose ownership gave rise to the tax. See
‘‘Taxation of Anthracite Capital, Inc.—Taxable Mortgage Pools and Excess Inclusion Income.’’ As required by recent IRS
guidance, we intend to disclose to our stockholders if a portion of a dividend paid by us is attributable to excess
inclusion income.

Tax-exempt stockholders that are social clubs, voluntary employee benefit associations, supplemental unemployment
benefit trusts, and qualified group legal services plans exempt from federal income taxation under sections 501(c)(7),
(c)(9), (c)(17) and (c)(20) of the Internal Revenue Code are subject to different UBTI rules, which generally require
such stockholders to characterize distributions that we make as UBTI.

In certain circumstances, a pension trust that owns more than 10% of our stock could be required to treat a percentage
of the dividends as UBTI, if we are a ‘‘pension-held REIT.’’ We will not be a pension-held REIT unless either (1) one
pension trust owns more than 25% of the value of our stock, or (2) a group of pension trusts, each individually holding
more than 10% of the value of our stock, collectively owns more than 50% of our stock. Certain restrictions on
ownership and transfer of our stock should generally prevent a tax-exempt entity from owning more than 10% of the
value of our stock, and should generally prevent us from becoming a pension-held REIT.

Tax-exempt stockholders are urged to consult their tax advisors regarding the federal, state, local and foreign income
and other tax consequences of owning Anthracite Capital, Inc. stock.

Other Tax Considerations

    Legislative or Other Actions Affecting REITs

The rules dealing with federal income taxation are constantly under review by persons involved in the legislative
process and by the IRS and the U.S. Treasury Department. Changes to the federal tax laws and interpretations thereof
could adversely affect an investment in our stock.
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    State, Local and Foreign Taxes

We and our subsidiaries and stockholders may be subject to state, local or foreign taxation in various jurisdictions,
including those in which we or they transact business, own property or reside. We may own properties located in
numerous jurisdictions, and may be required to file tax returns in some or all of those jurisdictions. Our state, local or
foreign tax treatment, and that of our stockholders, may not conform to the federal income tax treatment discussed
above. We may pay foreign property taxes, and dispositions of foreign property or operations involving, or
investments in, foreign property may give rise to foreign income or other tax liability in amounts that could be
substantial. Any foreign taxes that we incur do not pass through to stockholders as a credit against their U.S. federal
income tax liability. Prospective investors should consult their tax advisors regarding the application and effect of
state, local and foreign income and other tax laws on an investment in our stock.
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ADDITIONAL MATERIAL PROVISIONS OF MARYLAND LAW AND OUR CHARTER
 AND BYLAWS

The Maryland General Corporation Law provides that Maryland corporations that are subject to the Securities
Exchange Act of 1934 and have at least three outside directors can elect by resolution of the board of directors to be
subject to some corporate governance provisions that may be inconsistent with the corporation’s charter and bylaws.
Under the applicable statute, a board of directors may classify itself without the vote of stockholders. A board of
directors classified in that manner cannot be altered by amendment to the charter of the corporation. Further, the board
of directors may, by electing into the applicable statutory provisions and notwithstanding the charter or bylaws:

• provide that a special meeting of stockholders will be called only at the request of stockholders
entitled to cast at least a majority of the votes entitled to be cast at the meeting;

• reserve for itself the right to fix the number of directors;
• provide that a director may be removed only by the vote of the holders of two-thirds of the

stock entitled to vote; and
• retain for itself sole authority to fill vacancies created by an increase in the size of the board or

by the death, removal or resignation of a director.
Our board has elected into the last of the foregoing provisions providing that each vacancy on the board of directors
may be filled only by the affirmative vote of a majority of the remaining directors in office, even if the remaining
directors do not constitute a quorum. A director elected to fill a vacancy under this provision will serve for the balance
of the unexpired term instead of until the next annual meeting of stockholders. A board of directors may implement all
or any of these provisions without amending the charter or bylaws and without stockholder approval. A corporation
may be prohibited by its charter or by resolution of its board of directors from electing any of the provisions of the
statute. We are not prohibited from implementing any or all of the statute. If implemented, these provisions could
discourage offers to acquire our stock and could increase the difficulty of completing an offer to acquire our stock.
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UNDERWRITING

Lehman Brothers Inc. is acting as the representative of the underwriters and the sole book-running manager for this
offering. Under the terms of an underwriting agreement, each of the underwriters named below has severally agreed to
purchase from us the respective number of shares of our common stock shown opposite its name below:

Underwriters

Number
of

Shares
Lehman Brothers Inc. 3,500,000
Deutsche Bank Securities Inc. 750,000
Jefferies & Company, Inc. 375,000
Stifel, Nicolaus & Company, Incorporated 375,000
Total 5,000,000

The underwriting agreement provides that the underwriters’ obligation to purchase shares of our common stock
depends on the satisfaction of the conditions contained in the underwriting agreement, including:

• the obligation to purchase all of the shares of our common stock offered hereby (other than
those shares of our common stock covered by their option to purchase additional shares as
described below), if any of the shares are purchased;

• the representations and warranties made by us to the underwriters are true;
• there is no material change in our business or in the financial markets; and
• we deliver customary closing documents to the underwriters.

Commissions and Expenses

The following table summarizes the underwriting discounts and commissions we will pay to the underwriters. These
amounts are shown assuming both no exercise and full exercise of the underwriters’ option to purchase additional
shares. The underwriting fee is the difference between the initial price to the public and the amount the underwriters
pay to us.

No
Exercise

Full
Exercise

Per share $0.5875 $0.5875
Total $2,937,500 $3,378,125

The representative of the underwriters has advised us that the underwriters propose to offer the shares of common
stock directly to the public at the public offering price on the cover of this prospectus and to selected dealers, which
may include the underwriters, at such offering price less a selling concession not in excess of $0.3525 per share. After
the offering, the representative may change the offering price and other selling terms.
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The expenses of the offering that are payable by us are estimated to be approximately
 $250,000 (excluding underwriting discounts and commissions).

Option to Purchase Additional Shares

We have granted the underwriters an option exercisable for 30 days after the date of this prospectus to purchase, from
time to time, in whole or in part, up to an aggregate of 750,000 additional shares at the public offering price less
underwriting discounts and commissions. This option may be exercised if the underwriters sell more than 5,000,000
shares in connection with this offering. To the extent that this option is exercised, each underwriter will be obligated,
subject to certain conditions, to purchase its pro rata portion of these additional shares based on the underwriter’s
percentage underwriting commitment in the offering as indicated in the table at the beginning of this Underwriting
section.

Lock-Up Agreements

We, our executive officers and directors and the manager have agreed not to, without the prior written consent of
Lehman Brothers Inc.: (i) offer, pledge, announce the intention to sell, sell, contract
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to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or
warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock or any
securities convertible into or exercisable or exchangeable for shares of our common stock or (ii) enter into any swap
or other agreement that transfers, in whole or in part, any of the economic consequences of ownership of the shares of
our common stock, whether any such transaction described in clause (i) or (ii) above is to be settled by delivery of
shares of our common stock or such other securities, in cash or otherwise. In addition, we have also agreed not to,
without the prior written consent of Lehman Brothers Inc.: (i) file or cause to be filed a registration statement,
including any amendments, with respect to the registration of any shares of our common stock or securities
convertible, exercisable or exchangeable into our common stock or any other securities of us or (ii) publicly disclose
the intention to do any of the foregoing. In addition, our executive officers and directors have agreed not to make any
demand for or exercise any right with respect to, the registration of any shares of our common stock or any security
convertible into or exercisable or exchangeable for shares of our common stock, during the period ending 60 days
after the date of this prospectus supplement.

With respect to us, the restrictions described above do not apply to: (a) the sale of the shares of our common stock to
the underwriters pursuant to this prospectus supplement, (b) shares of our common stock issued upon the exercise of
options granted under stock option plans existing as of the date of this prospectus supplement, (c) grants of stock,
restricted common stock or restricted stock units in accordance with the terms of a plan in effect on the date of this
prospectus supplement, (d) the filing of a registration statement with the Securities and Exchange Commission on
Form S-8 relating to the offering of a stock award and incentive or other securities in accordance with the terms of a
plan in effect on the date of this prospectus supplement, (e) shares of our common stock (or options, warrants or
convertible securities relating to shares of our common stock) issued in connection with a bona fide merger or
acquisition transaction, (f) the offer, issuance or sale of securities pursuant to our Dividend Reinvestment and Stock
Purchase Plan existing as of the date of this prospectus supplement or (g) shares of our common stock issued pursuant
to the Management Agreement between us and the manager.
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With respect to our executive officers and directors who are subject to lock-up restrictions, the restrictions described
above do not apply to: (a) transfers of shares of our common stock as a bona fide gift, will or intestacy, and (b)
dispositions to a trust, provided that the shares of our common stock so transferred are subject to restrictions described
above for the remainder of the 60-day restricted period.

Lehman Brothers Inc., in its sole discretion, may release the shares of our common stock and other securities subject
to the lock-up agreements described above in whole or in part at any time with or without notice. When determining
whether or not to release common stock and other securities from lock-up agreements, Lehman Brothers Inc. will
consider, among other factors, the holder’s reasons for requesting the release, the number of shares of our common
stock and other securities for which the release is being requested and market conditions at the time.

Indemnification

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act,
and to contribute to payments that the underwriters may be required to make for these liabilities.

Stabilization, Short Positions and Penalty Bids

The representative may engage in stabilizing transactions, short sales and purchases to cover positions created by short
sales, and penalty bids or purchases for the purpose of pegging, fixing or maintaining the price of the common stock,
in accordance with Regulation M under the Exchange Act:

• Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing
bids do not exceed a specified maximum;
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• A short position involves a sale by the underwriters of shares in excess of the number of shares
the underwriters are obligated to purchase in the offering, which creates the syndicate short
position. This short position may be either a covered short position or a naked short position. In
a covered short position, the number of shares involved in the sales made by the underwriters in
excess of the number of shares they are obligated to purchase is not greater than the number of
shares that they may purchase by exercising their option to purchase additional shares. In a
naked short position, the number of shares involved is greater than the number of shares in their
option to purchase additional shares. The underwriters may close out any short position by
either exercising their option to purchase additional shares and/or purchasing shares in the open
market. In determining the source of shares to close out the short position, the underwriters will
consider, among other things, the price of shares available for purchase in the open market as
compared to the price at which they may purchase shares through their option to purchase
additional shares. A naked short position is more likely to be created if the underwriters are
concerned that there could be downward pressure on the price of the shares in the open market
after pricing that could adversely affect investors who purchase in the offering;

• Syndicate covering transactions involve purchases of our common stock in the open market
after the distribution has been completed in order to cover syndicate short positions; or

• Penalty bids permit the representative to reclaim a selling concession from a syndicate member
when the common stock originally sold by the syndicate member is purchased in a stabilizing or
syndicate covering transaction to cover syndicate short positions.
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These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or
maintaining the market price of our common stock or preventing or retarding a decline in the market price of the
common stock. As a result, the price of the common stock may be higher than the price that might otherwise exist in
the open market. These transactions may be effected on the New York Stock Exchange or otherwise and, if
commenced, may be discontinued at any time.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any
effect that the transactions described above may have on the price of our common stock. In addition, neither we nor
any of the underwriters make any representation that the representative will engage in these stabilizing transactions or
that any transaction, once commenced, will not be discontinued without notice.

Electronic Distribution

A prospectus in electronic format may be made available on the Internet sites or through other online services
maintained by one or more of the underwriters and/or selling group members participating in this offering, or by their
affiliates. In those cases, prospective investors may view offering terms online and, depending upon the particular
underwriter or selling group member, prospective investors may be allowed to place orders online. The underwriters
may agree with us to allocate a specific number of shares for sale to online brokerage account holders. Any such
allocation for online distributions will be made by the representative on the same basis as other allocations.

Other than the prospectus in electronic format, the information on any underwriter’s or selling group member’s web site
and any information contained in any other web site maintained by an underwriter or selling group member is not part
of the prospectus or the registration statement of which this prospectus forms a part, has not been approved and/or
endorsed by us or any underwriter or selling group member in its capacity as underwriter or selling group member and
should not be relied upon by investors.

Stamp Taxes

If you purchase shares of our common stock offered in this prospectus supplement, you may be required to pay stamp
taxes and other charges under the laws and practices of the country of purchase, in addition to the offering price listed
on the cover page of this prospectus supplement.
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Relationships; NASD Conduct Rules

Certain of the underwriters and their related entities have engaged and may engage in commercial and investment
banking transactions with us in the ordinary course of their business. They have received customary compensation and
expenses for these commercial and investment banking transactions. We intend to use the net proceeds of this offering
to, among other things, repay outstanding borrowings under our credit facilities and repurchase assets under our
repurchase agreements, which may include outstanding borrowings under the facility agreement dated as of April 19,
2007 among AHR Capital Limited, us and Lehman Commercial Paper Inc., UK Branch and assets under the master
repurchase agreement dated as of May 1, 2007 between us and Lehman Commercial Paper Inc. As a result, such
affiliates will receive over 10% of the net proceeds of this offering. Accordingly, this offering is being made in
compliance with the requirements of Rule 2710(h) of the Conduct Rules of the National Association of Securities
Dealers, Inc. Because a bona fide independent market exists for our common stock, the NASD does not require that
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we use a qualified independent underwriter for this offering.

Notice to Prospective Investors in the European Economic Area

In relation to each member state of the European Economic Area that has implemented the Prospectus Directive (each,
a relevant member state), with effect from and including the date on which the Prospectus Directive is implemented in
that relevant member state (the relevant implementation date), an offer of our common stock described in this
prospectus may not be made to the public in that relevant member state prior to the publication of a prospectus in
relation to our common stock that has been approved by the competent authority in that relevant member state or,
where appropriate, approved in another relevant member state and notified to the competent authority in that relevant
member state, all in accordance with the Prospectus Directive, except that, with effect from and including the relevant
implementation date, an offer of securities may be offered to the public in that relevant member state at any time:

• to any legal entity that is authorized or regulated to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is solely to invest in securities or

• to any legal entity that has two or more of (1) an average of at least 250 employees during the
last financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual net
turnover of more than €50,000,000, as shown in its last annual or consolidated accounts or

• in any other circumstances that do not require the publication of a prospectus pursuant to Article
3 of the Prospectus Directive.

Each purchaser of common stock described in this prospectus located within a relevant member state will be deemed
to have represented, acknowledged and agreed that it is a ‘‘qualified investor’’ within the meaning of Article 2(1)(e) of
the Prospectus Directive.

For purposes of this provision, the expression an ‘‘offer to the public’’ in any relevant member state means the
communication in any form and by any means of sufficient information on the terms of the offer and the securities to
be offered so as to enable an investor to decide to purchase or subscribe the securities, as the expression may be varied
in that member state by any measure implementing the Prospectus Directive in that member state, and the expression
‘‘Prospectus Directive’’ means Directive 2003/71/EC and includes any relevant implementing measure in each relevant
member state.

Notice to Prospective Investors in the United Kingdom

This prospectus is only being distributed to, and is only directed at, persons in the United Kingdom that are qualified
investors within the meaning of Article 2(1)(e) of the Prospectus Directive that are also (i) investment professionals
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
‘‘Order’’) or (ii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within
Article 49(2)(a) to (d) of the
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Order (all such persons together being referred to as ‘‘relevant persons’’). This prospectus and its contents are
confidential and should not be distributed, published or reproduced (in whole or in part) or disclosed by recipients to
any other persons in the United Kingdom. Any person in the United Kingdom that is not a relevant persons should not
act or rely on this document or any of its contents.
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 Legal Matters 

Certain legal matters relating to Maryland law relating to the validity of the common stock being offered by this
prospectus supplement are being passed upon for us by Miles & Stockbridge P.C., Baltimore, Maryland. Certain legal
matters relating to New York law as well as some legal matters described under ‘‘Federal Income Tax Considerations’’ in
this prospectus supplement will be passed upon for us by Skadden, Arps, Slate, Meagher & Flom LLP, New York,
New York. Certain legal matters will be passed upon for the underwriters by Kirkland & Ellis LLP, New York, New
York.

 Experts 

Our financial statements included in this prospectus supplement by reference from our Annual Report on Form 10-K
for the year ended December 31, 2006 have been audited by Deloitte & Touche LLP, independent registered public
accounting form, as stated in their report, which is incorporated herein by reference, and have been so incorporated in
reliance upon the report of such firm given upon their authority as experts in accounting and auditing.

Deloitte & Touche LLP has informed us that the Public Company Accounting Oversight Board, in the ordinary course
of its annual review of accounting firms, will review Deloitte & Touche LLP’s audit of our consolidated statement of
financial condition as of December 31, 2006, and the related consolidated statements of operations, changes in
stockholders’ equity and cash flows for the year then ended.

 Incorporation of Certain Information by Reference 

The SEC allows us to ‘‘incorporate by reference’’ documents we file with the SEC into this prospectus supplement,
which means that we can disclose important information to you by referring you to those documents. The information
incorporated by reference is considered part of this prospectus supplement. Any statement in this prospectus
supplement or incorporated by reference into this prospectus supplement shall be automatically modified or
superseded for purposes of this prospectus supplement to the extent that a statement contained herein or in a
subsequently filed document that is incorporated by reference in this prospectus supplement modifies or supersedes
such prior statement. Any statement so modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this prospectus supplement.

We incorporate by reference into this prospectus supplement the documents listed below and all documents we
subsequently file with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act prior to the
completion of the offering of all securities covered by the respective prospectus supplement:

• Our Annual Report on Form 10-K for the year ended December 31, 2006, filed on
March 16, 2007;

• Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2007, filed on
May 10, 2007;

• Our Current Reports on Form 8-K or 8-K/A filed on February 13, 2007, March 1, 2007,
March 9, 2007 (Item 8.01 only), April 23, 2007, April 25, 2007, May 7, 2007, May 10, 2007
(Item 8.01 only), May 25, 2007 and June 1, 2007;
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• Our Definitive Proxy Statement for the 2007 Annual Meeting of Stockholders, filed on
April 18, 2007, as supplemented on May 3, 2007; and

• The description of our common stock included in our registration statement on Form 8-A, filed
on March 9, 1998.

You may request a copy of these filings, at no cost, by writing or telephoning us at:

S-36

Anthracite Capital, Inc.
40 East 52nd Street
New York, New York 10022
Telephone: (212) 810-3333

You should rely only on the information contained in, or incorporated by reference into, this prospectus supplement.
We have not authorized anyone to provide you with different or additional information. We are not offering to sell or
soliciting any offer to buy any securities in any jurisdiction where the offer or sale is not permitted. You should not
assume that the information in this prospectus supplement or in any document incorporated by reference is accurate as
of any date other than the date on the front cover of the applicable document.

S-37

PROSPECTUS

$371,975,600

ANTHRACITE CAPITAL, INC.

COMMON STOCK, PREFERRED STOCK, DEBT SECURITIES AND WARRANTS

Anthracite Capital, Inc. may sell to the public:

• common stock
• preferred stock
• debt securities
• warrants to purchase common stock
• warrants to purchase preferred stock

References in this prospectus to ‘‘Anthracite,’’ ‘‘we,’’ ‘‘us,’’ or ‘‘our’’ refer to Anthracite Capital, Inc. Prior to January 1998, our
name was Anthracite Mortgage Capital, Inc.
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