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PART I

ITEM 1. BUSINESS

Overview

Bimini Capital Management, Inc., a Maryland corporation (“Bimini Capital” and, collectively with its subsidiaries, the
“Company,” “we” or “us”), is primarily in the business of investing in mortgage-backed securities.  We are organized and
operate as a real estate investment trust, or REIT, for federal income tax purposes, and our corporate structure includes
a taxable REIT subsidiary (“TRS”).  Bimini Capital’s website is located at http://www.biminicapital.com.

From November 3, 2005 to June 30, 2007 we operated a mortgage banking business through a taxable REIT
subsidiary.  This entity ceased originating mortgages through two of their production channels during the second
quarter of 2007 and the third, the retail loan production channel, was sold. No mortgage loans were originated beyond
June 30, 2007.

History

We were originally formed in September 2003 as Bimini Mortgage Management, Inc. (“Bimini Mortgage”) for the
purpose of creating and managing a leveraged investment portfolio consisting of residential mortgage backed
securities (“MBS”).  Through November 2, 2005, we operated solely as a REIT.

•  On November 3, 2005, Bimini Mortgage acquired Opteum Financial Services, LLC (“OFS”).  This entity was
renamed Orchid Island TRS, LLC (“OITRS”) effective July 3, 2007.   Hereinafter, any historical mention, discussion
or references to Opteum Financial Services, LLC or to OFS (such as in previously filed documents or Exhibits)
now means Orchid Island TRS, LLC or “OITRS.”  Upon closing of the transaction, OITRS became a wholly-owned
taxable REIT subsidiary of the Company.  Under the terms of the transaction, the Company issued 3.7 million
shares of Class A Common Stock and 1.2 million shares of Class A Redeemable Preferred Stock to the former
members of OITRS.

•  On February 10, 2006, the Company changed its name to Opteum Inc. (“Opteum”).  At the Company’s 2006 Annual
Meeting of Stockholders, the shares of Class A Redeemable Preferred Stock issued to the former members of
OITRS were converted into shares of the Company’s Class A Common Stock on a one-for-one basis following the
approval of such conversion by the Company’s stockholders.

•  On December 21, 2006, Bimini Capital sold to Citigroup Global Markets Realty Corp. (“Citigroup Realty”) a Class B
non-voting limited liability company membership interest in OITRS, representing 7.5% of all of OITRS’s
outstanding limited liability company membership interests, for $4.1 million. In connection with the transaction, the
Company also granted Citigroup Realty the option, exercisable on or before December 20, 2007, to acquire
additional Class B non-voting limited liability company membership interests in OITRS representing 7.49% of all
of OITRS’s outstanding limited liability company membership interests.  This option was not exercised.  On May
27, 2008, Bimini Capital repurchased the 7.5% interest for $0.05 million.

•  On April 18, 2007, the Board of Managers of OITRS, at the recommendation of the Board of Directors of the
Company, approved the closure of OITRS’ wholesale and conduit mortgage loan origination channels in the second
quarter of 2007.  Also, during the second and third quarters of 2007, substantially all of the other operating assets
of OITRS were sold and the proceeds were primarily used to repay secured indebtedness.
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•  On September 28, 2007, the Company changed its name to Bimini Capital Management, Inc.

Structure

We have elected to be taxed as a real estate investment trust (“REIT”) under Sections 856 and 859 of the Internal
Revenue Code of 1986, as amended (the “Code”).  Our qualification as a REIT depends upon our ability to meet, on an
annual or in some cases quarterly basis, various complex requirements under the Internal Revenue Code relating to,
among other things, the sources of our gross income, the composition and values of our assets, our distribution levels
and the diversity of ownership of our shares. We have elected to treat OITRS as a taxable REIT subsidiary (TRS).

As used in this document, discussions related to “Bimini Capital,” the parent company, the registrant, and the REIT
qualifying activities or the general management of our portfolio of mortgage backed securities (“MBS”) refer to “Bimini
Capital Management, Inc.”  Further, discussions related to our taxable REIT subsidiary or non-REIT eligible assets
refer to OITRS and its consolidated subsidiaries. Discussions relating to the “Company” refer to the consolidated entity
(the combination of Bimini Capital and OITRS). The assets and activities that are not REIT eligible, such as mortgage
origination, acquisition and servicing activities, were formerly conducted by OITRS and are now reported as
discontinued operations.

Description of Our Business

In general, under our current business strategy, we expect to maximize the operational and tax benefits provided by
our REIT structure. We seek to generate net interest income from our portfolio of mortgage-backed securities, which
is the difference between (1) the interest income we receive from mortgage-backed securities and (2) the interest we
pay on the debt used to finance these investments, plus certain administrative expenses.

Mortgage-Backed Securities Portfolio

Investment Strategy

Our current investment strategy, which is subject to change at any time without notice to our stockholders, is to realize
net interest income from our investment in mortgage-backed securities (“MBS”). Our MBS portfolio may consists of
pass-through certificates, collateralized mortgage obligations (CMOs) and agency MBS derivatives.

Pass-through certificates are securities representing interests in pools of mortgage loans secured by residential real
property in which payments of both interest and principal on the securities are generally made monthly. In effect,
these securities pass through the monthly payments made by the individual borrowers on the mortgage loans that
underlie the securities, net of fees paid to the issuer or guarantor of the securities. Pass-through certificates can be
divided into various categories based on the characteristics of the underlying mortgages, such as the term or whether
the interest rate is fixed or variable.  The mortgage loans underlying pass-through certificates can generally be
classified in the following categories:

•  Adjustable-Rate Mortgages.  Adjustable-Rate Mortgages, or ARMs, are mortgages for which the borrower pays an
interest rate that varies over the term of the loan. The interest rate usually resets based on market interest rates,
although the adjustment of such an interest rate may be subject to certain limitations. Traditionally, interest rates
reset periodically. We refer to such ARMs as "traditional" ARMs.  Since interest rates on ARMs fluctuate based on
market conditions, ARMs tend to have interest rates that do not deviate from current market rates by a large
amount. This in turn can mean that ARMs have less price sensitivity to interest rates. We classify ARMs as those
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securities whose coupons reset within one year.

•  Fixed-Rate Mortgages.  Fixed-Rate mortgages allow each borrower to pay an interest rate that is
constant throughout the term of the loan. Traditionally, most fixed-rate mortgages have an original term
of 30 years. However, shorter terms (also referred to as final maturity dates) have become common in
recent years. Because the interest rate on the loan never changes, even when market interest rates
change, over time there can be a divergence between the interest rate on the loan and current market
interest rates. This in turn can make a fixed-rate mortgage price sensitive to market fluctuations in
interest rates. In general, the longer the remaining term on the mortgage loan, the greater the price
sensitivity.

•  Hybrid Adjustable-Rate Mortgages.  Hybrid ARMs have a fixed-rate for the first few years of the loan, often three,
five, or seven years, and thereafter reset periodically like traditional ARMs. Effectively, such mortgages are
hybrids, combining the features of a pure fixed-rate mortgage and a "traditional" ARM. Hybrid ARMs have price
sensitivity to interest rates similar to that of a fixed-rate mortgage during the period when the interest rate is fixed
and similar to that of an ARM when the interest rate is in its periodic reset stage. However, even though hybrid
ARMs usually have a short time period in which the interest rate is fixed, during such period the price sensitivity
may be high.

•  Balloon Maturity Mortgages. Balloon maturity mortgages are a type of fixed-rate mortgage where all or most of the
principal amount is due at maturity, rather than paid in periodic equal installments, or amortized, over the life of the
loan. These mortgages have a static interest rate for the life of the loan. However, the term of the loan is usually
quite short, typically less than seven years. As the balloon maturity mortgage approaches its maturity date, the price
sensitivity of the mortgage declines.

In addition to pass-through certificates, we may also invest in agency MBS derivatives. A mortgage derivative is a
collateralized mortgage obligation (“CMO”) class with leveraged exposure to prepayments on the underlying
collateral.  The coupon on the class can either be fixed or floating.  Mortgage derivatives offer a wide range of
duration, curve shape, and convexity exposures.  Mortgage derivatives can generally be classified as follows:

•  Floater.  A floater is a CMO whose coupon periodically resets at a specified spread over a specified index, subject
to a cap and a floor.  Usually, floaters have low durations, low negative convexity, and reduced exposure to
prepayment risks relative to the underlying collateral.  In addition, they typically also have negative duration
exposure to the short-end of the yield curve because of the floater cap.  When short-term rates increase, the value of
the floater decreases and vice-versa.  In contrast, an inverse floater has a coupon with an inverse linear relationship
to its index.  Inverse floaters generally have longer durations, higher negative convexity, and higher exposure to
prepayment risks relative to the underlying collateral.

•  Interest Only.  An interest only (IO) CMO is created by stripping the interest cash flows of the underlying mortgage
collateral.  An IO pays interest on a notional principal amount and has a coupon formula similar to that of a floater,
with the exception that IOs don’t receive principal payments.  In contrast, an inverse IO (IIO) has a coupon with an
inverse linear relationship to its index. IIOs typically have large positive short-end durations and large negative
long-end durations.  The value of an IIO typically falls if short-term rates move up, primarily due to a decline in the
IIO’s coupon as rates rise.  The value of an IIO typically increases as long-term rates rise, primarily due to the
accompanying decline in prepayments.  IIOs usually benefit when the yield curve steepens and are hurt when the
curve flattens.

•  Principal Only.  A principal only (PO) CMO is created by stripping the principal cash flows of the underlying
mortgage collateral.  Total payments to a PO are fixed – all that is uncertain is the timing of those
payments.  Because of this POs usually have high durations.  Prepayments are desirable because the holder receives
the money earlier; therefore, the value of a PO tends to rise with declining interest rates.
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 The following table shows the breakdown of mortgage loans underlying the mortgage backed securities portfolio as
of December 31, 2008 and 2007:

(in thousands)
December 31,

2008 2007
Carrying
Value % of Total

Carrying
Value % of Total

Pass-Through Certificates:
Adjustable Rate Mortgages $ 70,632 41.0 $ 177,608 25.7
Fixed Rate Mortgages 24,884 14.5 113,989 16.5
Hybrid ARMs 63,068 36.6 398,982 57.8
Total Pass-Through Certificates 158,584 92.1 690,579 100.0
Mortgage Derivative Certificates:
Inverse IO MBS 13,524 7.9 - -
   Totals $ 172,108 100.0 $ 690,579 100.0

As of December 31, 2008, 82.1% and 17.9% of our portfolio was issued by Fannie Mae and Freddie Mac,
respectively. As of December 31, 2008, our portfolio had a weighted average coupon of 5.19%. The constant
prepayment rate (CPR) for the portfolio, which reflects the annualized proportion of principal that was prepaid, was
5.76% for December 2008.  The effective duration for the portfolio was 1.279 as of December 31, 2008.  Duration
measures the price sensitivity of a fixed income security to movements in interest rates.  Effective duration captures
both the movement in interest rates and the fact that the cash flows of a mortgage related security are altered when
interest rates move.
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In evaluating our MBS portfolio assets and their performance, we primarily evaluate the following critical factors:

•  asset performance in differing interest rate environments,
•  duration of the particular MBS asset,

•  yield to maturity,
•  potential for prepayment of principal, and

•  the market price of the investment.

We seek to minimize the effects on our income caused by prepayments on the mortgage loans underlying our
securities at a rate materially different than anticipated. Toward that end, we have positioned our portfolio to include
securities with prepayment characteristics that we expect to result in less interest rate sensitive and, therefore, more
stable prepayments.  We believe that MBS collateralized by the following types of loan pools achieves this goal.

•  Borrowers with low loan balances have a lower economic incentive to refinance and have historically prepaid at
lower rates than borrowers with larger loan balances. The reduced incentive to refinance has two parts: borrowers
with low loan balances will have smaller interest savings because overall interest payments are smaller on their
loans; and closing costs for refinancing, which are generally not proportionate to the size of a loan, make
refinancing of smaller loans less attractive as it takes a longer period of time for the interest savings to cover the
cost of refinancing.

•  Mortgage loans backed by the U.S. Government or Government Sponsored Agencies where borrowers have slightly
impaired credit histories or loan-to-value ratios greater than 80%. Borrowers with this profile have proportionately
higher delinquency rates than typical Fannie Mae, Freddie Mac or Ginnie Mae borrowers, resulting in a higher than
market interest rate because of the increased default and delinquency risk. Prepayment rates on these securities are
lower than average because refinancing is more difficult for delinquent, recently delinquent or high LTV loans.

•  Agency pools collateralized by loans against investment properties generally result in slower prepayments because
borrowers financing investment properties are required to pay an upfront premium. Payment of this premium
requires a larger rate movement for the borrower to achieve the same relative level of savings upon refinancing.

We have created a diversified portfolio to avoid undue geographic, loan originator, and other types of
concentrations.  By maintaining essentially all  of our MBS portfolio in AAA rated, government or
government-sponsored or chartered enterprises and government or federal agencies, which may include an implied
guarantee of the federal government as to payment of principal and interest, management believes it can significantly
reduce its exposure to losses from credit risk. Legislation may be proposed to change the relationship between certain
agencies, such as Fannie Mae and the federal government. This may have the effect of reducing the actual or
perceived credit quality of mortgage related securities issued by these agencies. As a result, such legislation could
increase the risk of loss on investments in Fannie Mae and/or Freddie Mac MBS. The Company currently intends to
continue to invest in such securities, even if such agencies' relationships with the federal government change.

Leverage Strategy

Our mortgage-backed securities portfolio is partially funded through borrowings in the repurchase market.  In
addition, we use leverage in an attempt to increase potential returns to our stockholders. However, the use of leverage
may also have the effect of increasing losses when economic conditions are unfavorable. Under normal market
conditions, we generally seek to borrow between eight and twelve times the amount of our equity, although our
investment policies require no minimum or maximum leverage. For purposes of this calculation, we treat our trust
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preferred securities as an equity capital equivalent. We use repurchase agreements to borrow against existing
mortgage related securities and use the proceeds to acquire additional mortgage related securities.

When market conditions become severely disrupted, as they are currently, our leverage strategy will be
affected.  Under such conditions we may not leverage our portfolio to the point we would under more normal market
conditions due to the inability to obtain sufficient financing, a desire to reduce the risk exposure of the portfolio, or
both.  Currently, the Company’s access to financing has been limited by the lenders and our leverage has been
reduced.  To compensate, we may, and have, employed derivative mortgage backed securities to increase
returns.  Such securities are not financed.

We seek to structure the financing in such a way as to limit the effect of fluctuations in short-term rates on our interest
rate spread. In general, our borrowings are short-term and we actively manage, on an aggregate basis, both the interest
rate indices and interest rate adjustment periods of our borrowings against the interest rate indices and interest rate
adjustment periods on our mortgage related securities in order to limit our liquidity and interest rate related risks.

We generally borrow at short-term rates from various lenders through various contractual agreements including
repurchase agreements. Repurchase agreements are generally, but not always, short-term in nature. Under these
repurchase agreements, we sell securities to a lender and agree to repurchase those securities in the future for a price
that is higher than the original sales price. The difference between the sales price we receive and the repurchase price
we pay represents interest paid to the lender. This is determined by reference to an interest rate index (such as the
London Interbank Offered Rate or, LIBOR) plus an interest rate spread. Although structured as a sale and repurchase
obligation, a repurchase agreement operates as a financing under which we effectively pledge our securities as
collateral to secure a short-term loan equal in value to a specified percentage of the market value of the pledged
collateral. While used as collateral, we retain beneficial ownership of the pledged collateral, including the right to
distributions. At the maturity of a repurchase agreement, we are required to repay the loan and concurrently receive
our pledged collateral from the lender or, with the consent of the lender, renew such agreement at the then prevailing
financing rate. Our repurchase agreements may require us to pledge additional assets to the lender in the event the
market value of the existing pledged collateral declines. At December 31, 2008, repurchase agreements outstanding
totaled approximately $148.7 million.

We have engaged AVM, L.P., a securities broker-dealer, to provide us with repurchase agreement trading, clearing
and administrative services. AVM, L.P. acts as our agent and adviser in arranging for third parties to enter into
repurchase agreements with us, executes and maintains records of our repurchase transactions and assists in managing
the margin arrangements between us and our counterparties for each of our repurchase agreements.

Risk Management Approach

Our investment strategy exposes the Company to several types of risk.  Interest Rate Risk Management

We believe the primary risk inherent in our portfolio investments is the effect of movements in interest rates. This risk
arises because the effects of interest rate changes on our borrowings will not be perfectly correlated with the effects of
interest rate changes on the income from, or value of, our portfolio investments. We therefore follow an interest rate
risk management program designed to offset the potential adverse effects resulting from the rate adjustment
limitations on our mortgage related securities. Under normal market conditions, the Company seeks to minimize
differences between interest rate indices and interest rate adjustment periods of our adjustable-rate MBS and related
borrowings by matching the terms of assets and related liabilities both as to maturity and to the underlying interest rate
index used to calculate interest rate charges.

To the extent the Company has the flexibility to adjust borrowing terms, our interest rate risk management program
encompasses a number of procedures, including the following:
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•  monitoring and adjusting, if necessary, the interest rate sensitivity of our mortgage related securities compared with
the interest rate sensitivities of our borrowings.

•  structuring our repurchase agreements that fund our purchases of adjustable-rate MBS to have varying maturities
and interest rate adjustment periods in order to match the reset dates on our adjustable-rate MBS.

•  actively managing, on an aggregate basis, the interest rate indices and interest rate adjustment periods of our
mortgage related securities and comparing them to the interest rate indices and adjustment periods of our
borrowings. Our liabilities under our repurchase agreements are all LIBOR based, and we select our adjustable-rate
MBS to favor LIBOR indexes, among other considerations.

Through the use of these procedures, under normal market conditions, we attempt to reduce the risk of differences
between interest rate adjustment periods of our adjustable-rate MBS and our related borrowings. However, no
assurances can be given that our interest rate risk management strategies can successfully be implemented.
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We may from time to time use derivative financial instruments to hedge all or a portion of the interest rate risk
associated with our borrowings. We may enter into swap or cap agreements, option, put or call agreements, futures
contracts, forward rate agreements or similar financial instruments to hedge indebtedness that we may incur or plan to
incur. These contracts would be intended to more closely match the effective maturity of, and the interest received on,
our assets with the effective maturity of, and the interest owed on, its liabilities.  We may also use derivative financial
instruments in an attempt to protect our MBS portfolio against declines in the market value of our assets that result
from general trends in debt markets. The inability to match closely the maturities and interest rates of our assets and
liabilities or the inability to protect adequately against declines in the market value of our assets could result in losses.
Derivative instruments will not be used for speculative purposes.

•  Credit Risk Management

We invest in a limited universe of mortgage related securities, primarily, but not limited to, those issued by Fannie
Mae, Freddie Mac and Ginnie Mae. Payment of principal and interest underlying securities issued by Ginnie Mae is
guaranteed by the U.S. Government. Fannie Mae and Freddie Mac mortgage related securities are guaranteed as to
payment of principal and interest by the respective entity issuing the security.

•  Prepayment Risk Management

A key feature of most mortgage loans is the ability of the borrower to repay principal earlier than scheduled. This is
called a prepayment. Prepayments arise primarily due to sale of the underlying property, refinancing, or foreclosure.
Prepayments result in a return of principal to pass-through certificate holders. This may result in a lower or higher rate
of return upon reinvestment of principal. This is generally referred to as prepayment uncertainty. If a security
purchased at a premium prepays at a higher-than-expected rate, then the value of the premium would be eroded at a
faster-than-expected rate. Similarly, if a discount mortgage prepays at a lower-than-expected rate, the amortization
towards par would be accumulated at a slower-than-expected rate. The possibility of these undesirable effects is
sometimes referred to as "prepayment risk."

In general, declining interest rates tend to increase prepayments, and rising interest rates tend to result in fewer
prepayments. Like other fixed-income securities, when interest rates rise, the value of mortgage related securities
generally declines. The rate of prepayments on underlying mortgages will affect the price and volatility of mortgage
related securities and may shorten or extend the effective maturity of the security beyond what was anticipated at the
time of purchase. If interest rates rise, our holdings of mortgage related securities may experience reduced returns if
the borrowers of the underlying mortgages pay off their mortgages later than anticipated. This is generally referred to
as “extension risk.”

We seek to manage the risk of prepayments of the underlying mortgages by creating a diversified portfolio with a
variety of prepayment characteristics.

•  Capital Risk Management

Since all of the elements of risk that our investment strategy exposes the Company to have the potential to negatively
affect the prices of our assets or the level of our earnings, they ultimately pose a risk to our capital.  Under normal
market conditions, and to the extent the Company has access to sufficient levels of funding, our primary means of
protecting our capital is through the management of the amount of leverage we employ.  When market conditions
deteriorate and ready access to funding is not available, we obtain leverage through the assets we acquire.  In such
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instances the Company will acquire derivative MBS assets that have leverage imbedded in them through the structural
features of the security.  Examples would be interest only or inverse interest only securities. In an effort to determine
the appropriate amount of leverage to employ, we focus on the characteristics of the securities we apply leverage to
and to the aggregate characteristics of our portfolio.  There are four primary characteristics of both our securities and
our portfolio that we focus on.  The characteristics are:

•  effective duration,
•  convexity,

•  expected return and
•  the slope of the yield curve.

 "Effective duration" measures the sensitivity of a security's price to movements in interest rates. "Convexity"
measures the sensitivity of a security's effective duration to movements in interest rates. "Expected return" captures
the market's assessment of the risk of a security. We generally assume markets are efficient with respect to the pricing
of risk.

While these three risk components primarily address the price movement of a security, we believe the income earning
potential of our portfolio-as reflected in the slope of the yield curve-offsets potential negative price movements. We
believe the risk of our portfolio is lower when the slope of the yield curve is steep, and thus is inversely proportional
to the slope of the yield curve.

We use these components of risk to drive the leverage applied to our portfolio. We look at our leverage from two
perspectives.  The first considers the ratio of our MBS portfolio to our equity (for purposes of determining our
leverage ratio we treat our trust preferred debt as equity).  This tells us how much an adverse movement in the prices
of our assets will affect our equity base.  The effective duration of our portfolio gives us our best estimate of the price
movement of the portfolio given a adverse movement in interest rates.  Since the types of assets we apply leverage to
typically have short durations (under two years),by limiting our leverage ratio to no more than 12 to 1, our equity base
should be sufficient to absorb adverse interest rate shocks of several hundred basis points.  With a leverage ratio
significantly under 8 to 1, we generally would not generate sufficient returns to attract and retain equity capital given
the types of assets we own. Accordingly, under normal market conditions our leverage ratio will generally be between
8 and 12 to one, although at times it may be outside of this range.

   The second approach we take to our leverage level focuses on the amount of liquidity needed to withstand margin
calls related to adverse price movements and prepayments on our MBS assets.  As with our leverage ratio, the types of
assets we invest in and the magnitude of adverse interest rate movements we expect to be able to withstand determine
the amount of liquidity we need to maintain.  Under normal market conditions we typically retain approximately 50%
of our equity base in cash or unencumbered securities so it is available to meet margin calls.  To the extent
prepayments are expected to be higher/lower, we either retain more/less liquidity or reduce/increase our
leverage.  Also, since we are unable to borrow 100 percent of the value of our assets under repurchase agreement
fundings, the difference (or haircut) determines how much liquidity we will have available.  When haircut levels are
high our leverage level will be reduced.  Accordingly, haircut levels and/or anticipated prepayments indirectly drive
our leverage since they drive the amount of liquidity we are able or need to maintain.

As previously mentioned, when market conditions are severely distressed, as they are currently, our leverage
employed may be lower than would be the case under more normal market conditions.  Owing to our deficit in
stockholders equity, our access to financing is limited and thus our leverage employed is constrained.  As a result,
management may be unable to leverage the MBS portfolio to the point the process described above would
suggest.  Under such conditions we may, and have, employed derivative mortgage backed securities to enhance
returns.  Such securities are not financed.

POLICIES WITH RESPECT TO CERTAIN OTHER ACTIVITIES
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If our Board of Directors determines that additional funding is required, we may raise such funds through additional
offerings of equity or debt securities or the retention of cash flow (subject to provisions in the Code concerning
distribution requirements and the taxability of undistributed net taxable income) or a combination of these methods. In
the event that our Board of Directors determines to raise additional equity capital, it has the authority, without
stockholder approval, to issue additional common stock or preferred stock in any manner and on such terms and for
such consideration as it deems appropriate, at any time.

We have authority to offer Class A Common Stock or other equity or debt securities in exchange for property and to
repurchase or otherwise reacquire shares and may engage in such activities in the future.

Subject to gross income and asset tests necessary for REIT qualification, we may invest in securities of other REITs,
other entities engaged in real estate activities or securities of other issuers, including for the purpose of exercising
control over such entities.

We may engage in the purchase and sale of investments. We do not underwrite the securities of other issuers.

Our Board of Directors may change any of these policies without prior notice to our stockholders and without the
approval of our stockholders.

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes the material federal income tax considerations regarding our qualification and
taxation as a REIT. The information in this summary is based on the Code, current, temporary and proposed Treasury
regulations promulgated under the Code, the legislative history of the Code, current administrative interpretations and
practices of the Internal Revenue Service (the "IRS") and court decisions, all as of the date hereof. The administrative
interpretations and practices of the IRS upon which this summary is based include its practices and policies as
expressed in private letter rulings which are not binding on the IRS, except with respect to the taxpayers who
requested and received such rulings. No assurance can be given that future legislation, Treasury regulations,
administrative interpretations and practices and court decisions will not significantly change current law, or adversely
affect existing interpretations of existing law, on which the information in this summary is based. Even if there is no
change in applicable law, no assurance can be provided that the statements made in the following summary will not be
challenged by the IRS or will be sustained by a court if so challenged, and we will not seek a ruling with respect to
any part of the information discussed in this summary. This summary is qualified in its entirety by the applicable
provisions of the Code, Treasury regulations, and administrative and judicial interpretations of the Code.

INVESTORS ARE URGED TO CONSULT THEIR TAX ADVISORS REGARDING THE FEDERAL, STATE,
LOCAL, AND FOREIGN TAX CONSEQUENCES TO THEM OF ACQUIRING, HOLDING AND DISPOSING
OF OUR CLASS A COMMON STOCK AND THE POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

General

Bimini Capital has elected to be taxed as a REIT under the Code commencing with our initial taxable period ended
December 31, 2003. We believe that we have been organized and operated, and we intend to continue to be organized
and to operate, in a manner so as to qualify as a REIT. However, no assurance can be given that we in fact qualify or
will remain qualified as a REIT.

Our qualification as a REIT depends on our ability to meet, through actual annual operating results, income and asset
requirements, distribution levels, diversity of stock ownership, and the various other qualification tests imposed under
the Code discussed below. While we intend to operate so that we qualify as a REIT, given the highly complex nature
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of the rules governing REITs, the ongoing importance of factual determinations and the possibility of future changes
in our circumstances or in the law, no assurance can be given that our actual results for any particular taxable year will
satisfy these requirements. In addition, qualification as a REIT may depend on future transactions and events that
cannot be known at this time.

So long as we qualify as a REIT, we generally will be permitted an income tax deduction for qualifying dividends that
we distribute to our stockholders. As a result, we generally will not be required to pay federal income taxes on any
cumulative  net taxable income that is currently distributed to our stockholders. This treatment substantially eliminates
the "double taxation" that ordinarily results from investment in a corporation. Double taxation means taxation once at
the corporate level when income is earned and once again at the stockholder level when this income is distributed.
Under current law, dividends received by non-corporate U.S. stockholders through 2010 from certain U.S.
corporations and qualified foreign corporations generally are eligible for taxation at the rates applicable to long-term
capital gains (a maximum of 15%). This substantially reduces, but does not completely eliminate, the double taxation
that has historically applied to corporate dividends. With limited exceptions, however, dividends paid by us or other
entities that are taxed as REITs are not eligible for the reduced rates on dividends, and will continue to be taxed at
rates applicable to ordinary income, which will be as high as 35% through 2010.

Even as a REIT, however, we will be subject to federal taxation, as follows:

§  We will be required to pay tax at regular corporate rates on any undistributed net taxable income (reduced for any
available net operating loss carryover), including undistributed net capital gain.

§  We may be subject to the "alternative minimum tax" on its items of tax preference, if any.

§  If we have (i) net income from the sale or other disposition of "foreclosure property" which is held primarily for
sale to customers in the ordinary course of business or (ii) other non-qualifying income from foreclosure property,
we will be required to pay tax at the highest corporate rate on this income. Foreclosure property is generally defined
as property acquired through foreclosure or after a default on a loan secured by the property or on a lease of the
property.

§  We will be required to pay a 100% tax on any net income from prohibited transactions. Prohibited transactions are,
in general, sales or other taxable dispositions of property, other than foreclosure property, held primarily for sale to
customers in the ordinary course of business. Under existing law, whether property is held as inventory or primarily
for sale to customers in the ordinary course of a trade or business depends on all the facts and circumstances
surrounding the particular transaction.

§  If we fail to satisfy the 75% gross income test or the 95% gross income test discussed below, but nonetheless
maintain our qualification as a REIT because certain other requirements are met, we will be subject to a 100% tax
on an amount equal to the greater of (i) the amount by which we fail the 75% gross income test and (ii) the amount
by which we fail the 95% gross income test, multiplied by a fraction intended to reflect our profitability.

§  Commencing with our taxable year beginning on January 1, 2005, if due to reasonable cause, we fail to satisfy any
of the REIT asset tests, as described below, by more than a de minimis amount, and we nonetheless maintain our
REIT qualification because of specified cure provisions, we will be required to pay a tax equal to the greater of
$50,000 or the highest corporate tax rate multiplied by the net taxable income generated by the nonqualifying
assets.

§  Commencing with our taxable year beginning on January 1, 2005, if we fail to satisfy any provision of the Code
that would result in our failure to qualify as a REIT (other than a violation of the REIT gross income or asset tests
described below) and the violation is due to reasonable cause, we may retain our REIT qualification but will be
required to pay a penalty of $50,000 for each such failure.
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§  We will be required to pay a 4% excise tax on the excess of the required distribution over the amounts actually
distributed if we fail to distribute during each calendar year at least the sum of (i) 85% of our ordinary net taxable
income for the year; (ii) 95% of our capital gain net income for the year; and (iii) any undistributed taxable income
from prior periods. This distribution requirement is in addition to, and different from, the distribution requirements
discussed below.

§  If we acquire any asset from a corporation which is or has been taxed as a C corporation under the Code in a
transaction in which the basis of the asset in our hands is determined by reference to the basis of the asset in the
hands of the C corporation, and we subsequently recognize gain on the disposition of the asset during the 10-year
period beginning on the date that the asset is acquired, then we will be required to pay tax at the highest regular
corporate tax rate on this gain to the extent of the excess of (i) the fair market value of the asset, over (ii) our
adjusted basis in the asset, in each case determined as of the date on which the asset is acquired. The results
described in this paragraph with respect to the recognition of gain will apply unless an election under Treasury
regulation Section 1.337(d)-7(c) is made to cause the C corporation to recognize all of the gain inherent in the
property at the time of acquisition of the asset.

§  We will generally be subject to tax on the portion of any excess inclusion income derived from an investment in
residual interests in REMICs to the extent our stock is held by specified tax-exempt organizations not subject to tax
on unrelated business taxable income.

§  We could be subject to a 100% excise tax if our dealings with any taxable REIT subsidiary is not at arm's length.

In addition, our subsidiary, OITRS, has elected to be treated as a taxable REIT subsidiary, which is an entity that is
subject to federal, state, and local income taxation separately from the REIT.  OITRS’s ability to deduct interest paid or
accrued to the REIT for federal, state and local tax purposes is also subject to certain limitations.
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Requirements for Qualification as a REIT

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

(i)  that is managed by one or more trustees or directors;

(ii) that issues transferable shares or transferable certificates to evidence beneficial ownership;

(iii) that would be taxable as a domestic corporation but for Sections 856 through 859 of the Code;

(iv)that is not a financial institution or an insurance company within the meaning of the Code;

(v)that is beneficially owned by 100 or more persons;

(vi)not more than 50% in value of the outstanding stock of which is owned, actually or constructively, by five or
fewer individuals (as defined in the Code to include certain entities), during the last half of each taxable year (the
" 5/50 Rule"); and

(vii) that meets other tests, described below, regarding the nature of its income and assets and the amount of its
distributions.

The Code provides that all of the first four conditions stated above must be met during the entire taxable year and that
the fifth condition must be met during at least 335 days of a taxable year of 12 months, or during a proportionate part
of a taxable year of less than 12 months. The fifth and sixth conditions do not apply until after the first taxable year for
which an election is made to be taxed as a REIT.

Our charter provides for restrictions regarding ownership and transfer of our stock. These restrictions are intended to
assist us in satisfying the share ownership requirements described in the fifth and sixth conditions above. These
restrictions, however, may not ensure that we will, in all cases, be able to satisfy the stock ownership rules. If we fail
to satisfy any of these stock ownership rules, and no other relief provisions apply, our qualification as a REIT may
terminate. If, however, we complied with the rules contained in the applicable Treasury regulations that require a
REIT to determine the actual ownership of its stock and we do not know, or would not have known through the
exercise of reasonable diligence, that we failed to meet the requirement of the 5/50 Rule, we would not be disqualified
as a REIT.

To monitor our compliance with the stock ownership tests, we are required to maintain records regarding the actual
ownership of our shares of stock. To do so, we are required to demand written statements each year from the record
holders of certain percentages of our shares of stock in which the record holders are to disclose the actual owners of
the shares (i.e., the persons required to include our dividends in gross income). A list of those persons failing or
refusing to comply with this demand must be maintained as part of our records. A record holder who fails or refuses to
comply with the demand must submit a statement with its tax return disclosing the actual ownership of the shares of
stock and certain other information.

In addition, a corporation generally may not elect to become a REIT unless its taxable year is the calendar year.  Our
taxable year is the calendar year.
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Tax Effect of Subsidiaries

At December 31, 2008, we own 100% of the outstanding membership interests of OITRS. We have made an election
to tax OITRS as a C Corporation and to treat OITRS as a taxable REIT subsidiary. A taxable REIT subsidiary may
earn income that would be non-qualifying income if earned directly by a REIT and is generally subject to full
corporate level tax. A REIT may own up to 100% of all outstanding stock of a taxable REIT subsidiary. However, no
more than 20% of a REIT's assets may consist of the securities of taxable REIT subsidiaries. Any dividends that a
REIT receives from a taxable REIT subsidiary will generally be eligible to be taxed at the preferential rates applicable
to qualified dividend income and, for purposes of REIT gross income tests, will be qualifying income for purposes of
the 95% gross income test but not the 75% gross income test. Certain restrictions imposed on taxable REIT
subsidiaries are intended to ensure that such entities will be subject to appropriate levels of federal income taxation.
First, a taxable REIT subsidiary may not deduct interest payments made in any year to an affiliated REIT to the extent
that such payments exceed, generally, 50% of the taxable REIT subsidiary’s adjusted taxable income for that year
(although the taxable REIT subsidiary may carry forward to, and deduct in, a succeeding year the disallowed interest
amount if the 50% test is satisfied in that year). Additionally, if a taxable REIT subsidiary pays interest, rent or
another amount to a REIT that exceeds the amount that would be paid to an unrelated party in an arm's length
transaction, an excise tax equal to 100% of such excess will be imposed.

An unincorporated domestic entity, such as a partnership or limited liability company, that has a single owner,
generally is not treated as an entity separate from its parent for federal income tax purposes. If we own 100% of the
interests of such an entity, we will be treated as owning its assets and receiving its income directly. An unincorporated
domestic entity with two or more owners generally is treated as a partnership for federal income tax purposes. In the
case of a REIT that is a partner in a partnership that has other partners, the REIT is treated as owning its proportionate
share of the assets of the partnership and as earning its proportionate share of the gross income of the partnership,
based on its percentage of capital interests, for the purposes of the applicable REIT qualification tests. Commencing
with its taxable year beginning on January 1, 2005, solely for purposes of the 10% value test described below, the
determination of a REIT's interest in partnership assets will be based on the REIT's proportionate interest in any
securities issued by the partnership, excluding for these purposes, certain excluded securities as described in the Code.
Thus, our proportionate share of the assets, liabilities and items of income of any partnership, joint venture or limited
liability company that is treated as a partnership for federal income tax purposes in which we acquire an interest
directly or indirectly will be treated as our assets and gross income for purposes of applying the various REIT
qualification requirements.

Income Tests

We must satisfy two gross income requirements annually to maintain our qualification as a REIT. First, we must
derive at least 75% of our gross income, excluding gross income from prohibited transactions, from specified real
estate sources, including rental income, interest on obligations secured by mortgages on real property or on interests in
real property, dividends or other distributions on, and gain from the sale of, stock in other REITs, gain from the
disposition of “real estate assets" (i.e., interests in real property, mortgages secured by real property or interests in real
property, and some other assets) and income from certain types of temporary investments. Second, we must derive at
least 95% of our gross income, excluding gross income from prohibited transactions and qualifying hedges entered
into after December 31, 2004, from the sources of income that satisfy the 75% gross income test described above, and
dividends, interest and gain from the sale or disposition of stock or securities, and qualifying interest rate swap and
cap agreements, options, futures and forward contracts entered into before January 1, 2005 to hedge debt incurred to
acquire and own real estate assets.
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For these purposes, interest earned by a REIT ordinarily does not include any interest if the determination of all or
some of the amount of interest depends on the income or profits of any person. An amount will generally not be
excluded from the term "interest," however, solely by reason of being based on a fixed percentage or percentages of
receipts or sales.
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Any amount includible in our gross income with respect to a regular or residual interest in a REMIC generally is
treated as interest on an obligation secured by a mortgage on real property. If, however, less than 95% of the assets of
a REMIC consists of real estate assets (determined as if we held such assets), we will be treated as receiving directly
our proportionate share of the income of the REMIC. In addition, 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 we became committed
to make or purchase the mortgage loan, a portion of the interest income, equal to (i) such highest principal amount
minus such value, divided by (ii) such highest principal amount, generally will not be qualifying income for purposes
of the 75% gross income test. Interest income received with respect to non-REMIC pay-through bonds and
pass-through debt instruments, such as collateralized mortgage obligations or CMOs, however, generally will not be
qualifying income for purposes of the 75% gross income test.

We inevitably may have some gross income from sources that will not be qualifying income for purposes of one or
both of the gross income tests. However, we intend to maintain our qualification as a REIT by monitoring and limiting
any such non-qualifying income.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may, nevertheless,
qualify as a REIT for such taxable year if we are entitled to relief under applicable provisions of the Code. Generally,
we may be entitled to relief if:

•  our failure to meet these tests was due to reasonable cause and not due to willful neglect;

•  we attach a schedule of the sources of our income to our federal income tax return; and,

•  any incorrect information on the schedule was not due to fraud with intent to evade tax.

Commencing with our taxable year beginning on January 1, 2005, in order to maintain our qualification as a REIT, if
we fail to satisfy the 75% or 95% gross income test, such failure must be due to reasonable cause and not due to
willful neglect, and, following our identification of such failure for any taxable year, we must set forth a description of
each item of our gross income that satisfies the REIT gross income tests in a schedule for the taxable year filed in
accordance with regulations prescribed by the Treasury.

If we are entitled to avail ourselves of the relief provisions, we will maintain our qualification as a REIT but will be
subject to certain taxes as described above. We may not, however, be entitled to the benefit of these relief provisions
in all circumstances. If these relief provisions do not apply to a particular set of circumstances, we will not qualify as a
REIT. We may not always be able to maintain compliance with the gross income tests for REIT qualification despite
monitoring our income.

Foreclosure Property

Net income realized by us from foreclosure property is generally subject to tax at the maximum federal corporate tax
rate (currently at 35%). Foreclosure property is real property and related personal property that is acquired through
foreclosure following a default on a lease of such property or indebtedness secured by such property and for which an
election is made to treat the property as foreclosure property.

Prohibited Transaction Income

Any gain realized by us on the sale of any asset other than foreclosure property, held as inventory or otherwise held
primarily for sale to customers in the ordinary course of a trade or business, will be prohibited transaction income and
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subject to a 100% excise tax. Prohibited transaction income may also adversely affect our ability to satisfy the gross
income test for qualification as a REIT. Whether an asset is held as inventory or primarily for sale to customers in the
ordinary course of a trade or business depends on all facts and circumstances surrounding the particular transaction.
While the Code provides a safe harbor which, if met, would cause a sale of an asset to not be treated as a prohibited
transaction, we may not be able to meet the requirements of the safe harbor in all circumstances. Any sales of assets
made through a taxable REIT subsidiary, such as OITRS, will not be subject to the prohibited transaction tax but will
be subject to regular corporate income taxation.
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Asset Tests

At the close of each quarter of its taxable year, we must satisfy four tests relating to the nature and diversification of
our assets. First, at least 75% of the value of our total assets must be represented by real estate assets, cash, cash items
and government securities. Second, not more than 25% of our total assets may be represented by securities, other than
those securities included in the 75% asset test. Third, the value of the securities we own in any taxable REIT
subsidiaries, in the aggregate, may not exceed 20% of the value of our total assets. Fourth, of the investments included
in the 25% asset class, the value of any one issuer's securities may not exceed 5% of the value of our total assets and
we generally may not own more than 10% by vote or value of any one issuer's outstanding securities, in each case
except with respect to securities of qualified REIT subsidiaries or taxable REIT subsidiaries and in the case of the
10% value test except with respect to "straight debt" having specified characteristics and other excluded securities, as
described in the Code, including, but not limited to, any loan to an individual or an estate, any obligation to pay rents
from real property and any security issued by a REIT. In addition, (i) our interest as a partner in a partnership is not
considered a security for purposes of applying the 10% value test; (ii) any debt instrument issued by a partnership
(other than straight debt or other excluded security) will not be considered a security issued by the partnership if at
least 75% of the partnership's gross income is derived from sources that would qualify for the 75% gross income test;
and (iii) any debt instrument issued by a partnership (other than straight debt or other excluded security) will not be
considered a security issued by the partnership to the extent of our interest as a partner in the partnership.

Qualified real estate assets include interests in mortgages on real property to the extent the principal balance of a
mortgage does not exceed the fair market value of the associated real property, regular or residual interests in a
REMIC (except that, if less than 95% of the assets of a REMIC consist of "real estate assets" (determined as if we
held such assets), we will be treated as holding directly our proportionate share of the assets of such REMIC), and
shares of other REITs. Non-REMIC CMOs, however, generally do not qualify as qualified real estate assets for this
purpose.

We believe that all or substantially all of the mortgage related securities that we own are and will be qualifying assets
for purposes of the 75% asset test. However, to the extent that we own non-REMIC CMOs or other debt instruments
secured by mortgage loans (rather than by real property) or debt securities issued by C corporations that are not
secured by mortgages on real property, those securities may not be qualifying assets for purposes of the 75% asset
test. We will monitor the status of our assets for purposes of the various asset tests and will seek to manage our
portfolio to comply at all times with such tests.

After initially meeting the asset tests at the close of any quarter, we will not lose our qualification as a REIT for failure
to satisfy the asset tests at the end of a later quarter solely by reason of changes in asset values. If we fail to satisfy the
asset tests because we acquire securities during a quarter, we can cure this failure by disposing of sufficient
non-qualifying assets within 30 days after the close of that quarter. Commencing with our taxable year beginning on
January 1, 2005, if we fail to meet the 5% or 10% asset tests, after the 30 day cure period, we may dispose of
sufficient assets (generally within six months after the last day of the quarter in which our identification of the failure
to satisfy these asset tests occurred) to cure such a violation that does not exceed a de minimis amount equal to the
lesser of 1% of our assets at the end of the relevant quarter or $10,000,000. For violations of any of the REIT asset
tests that are due to reasonable cause and that are larger than the de minimis amount described above, we may avoid
disqualification as a REIT after the 30 day cure period by taking steps including the disposition of sufficient assets to
meet the asset test (generally within six months after the last day of the quarter in which our identification of the
failure to satisfy the REIT asset test occurred) and paying a tax equal to the greater of $50,000 or the highest corporate
tax rate multiplied by the net income generated by the non-qualifying assets; provided that we file a schedule for such
quarter describing each asset that causes us to fail to satisfy the asset test in accordance with regulations prescribed by
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the Treasury.

Annual Dividend Distribution Requirements

To maintain our qualification as a REIT, we are required to distribute dividends, other than capital gain dividends, to
our stockholders in an amount at least equal to the sum of: (i) 90% of our REIT taxable income (after reductions for
net operating loss carryforwards, if any), and (ii) 90% of our after-tax net income, if any, from foreclosure property,
less (iii) the excess of the sum of certain items of our non-cash income items over 5% of our REIT taxable income. In
general, for this purpose, our REIT taxable income is ordinary net taxable income computed without regard to the
dividends paid deduction and net capital gain.

Only distributions that qualify for the "dividends paid deduction" available to REITs under the Code are counted in
determining whether the distribution requirements are satisfied. We must make these distributions in the taxable year
to which they relate, or in the following taxable year, if they are declared before we timely file our tax return for that
year, paid on or before the first regular dividend payment following the declaration and we elect on our tax return to
have a specified dollar amount of such distributions treated as if paid in the prior year. For these and other purposes,
dividends declared by us in October, November or December of one taxable year and payable to a stockholder of
record on a specific date in any such month shall be treated as both paid by us and received by the stockholder during
such taxable year, provided that the dividend is actually paid by January 31 of the following taxable year.

In addition, dividends distributed by us must not be preferential. If a dividend is preferential, it will not qualify for the
dividends paid deduction. To avoid being preferential, every stockholder of the class of stock to which a distribution is
made must be treated the same as every other stockholder of that class, and no class of stock may be treated other than
according to its dividend rights as a class.

To the extent that we do not distribute all of our net capital gain, or we distribute at least 90%, but less than 100%, of
our REIT taxable income, we will be required to pay tax on this undistributed income at regular ordinary and capital
gain corporate tax rates. Furthermore, if we fail to distribute during each calendar year (or, in the case of distributions
with declaration and record dates falling in the last three months of the calendar year, by the end of the January
immediately following such year) at least the sum of (i) 85% of our REIT ordinary income for such year, (ii) 95% of
our REIT capital gain income for such year, and (iii) any undistributed taxable income from prior periods, we will be
subject to a 4% nondeductible excise tax on the excess of such required distribution over the amounts actually
distributed. We intend to make timely distributions sufficient to satisfy the annual distribution requirements.

Because we may deduct capital losses only to the extent of our capital gains, we may have taxable net income that
exceeds our economic income. In addition, we will recognize taxable net income in advance of the related cash flow if
any of our subordinated mortgage related securities are deemed to have original issue discount. For federal income tax
purposes, we generally must accrue original issue discount based on a constant yield method that takes into account
projected prepayments. As a result of the foregoing, we may have less cash than is necessary to distribute all of our
taxable net income and thereby avoid corporate income tax and the excise tax imposed on certain undistributed
income. In such a situation, we may need to borrow funds or issue additional common or preferred stock.

Under certain circumstances, we may be able to rectify a failure to meet the distribution requirements for a year by
paying "deficiency dividends" to our stockholders in a later year, which may be included in our deduction for
dividends paid for the earlier year. Although we may be able to avoid being taxed on amounts distributed as
deficiency dividends, we will be required to pay to the IRS interest based upon the amount of any deduction taken for
deficiency dividends.

Excess Inclusion Income
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If we acquire a residual interest in a REMIC, we may realize excess inclusion income. In addition, if we are deemed to
have issued debt obligations having two or more maturities, the payments on which correspond to payments on
mortgage loans owned by us, such arrangement will be treated as a taxable mortgage pool for federal income tax
purposes. If all or a portion of our assets are treated as a taxable mortgage pool, our qualification as a REIT generally
should not be impaired. However, a portion of our taxable net income derived from such a taxable mortgage pool
could be characterized as excess inclusion income. Excess inclusion income is an amount, with respect to any calendar
quarter, equal to the excess, if any, of (i) income allocable to the holder of a residual interest in a REMIC or a taxable
mortgage pool interest over (ii) the sum of an amount for each day in the calendar quarter equal to the product of
(a) the adjusted issue price at the beginning of the quarter multiplied by (b) 120% of the long-term federal rate
(determined on the basis of compounding at the close of each calendar quarter and properly adjusted for the length of
such quarter). Our excess inclusion income, if any, would be subject to the distribution requirements applicable to
REITs, notwithstanding that we may not receive current cash in respect of such amounts.  Recently issued IRS
guidance indicates that any excess inclusion income recognized by us is to be allocated among our stockholders in
proportion to our dividends paid. A stockholder's share of any excess inclusion income could not be offset by the
stockholder’s net operating losses, would be subject to tax as unrelated business taxable income to a tax-exempt holder,
and would be subject to federal income tax withholding (without reduction pursuant to any otherwise applicable
income tax treaty) with respect to amounts allocable to non-U.S. stockholders.  In addition, to the extent our stock is
held in record name by tax-exempt entities that are not subject to unrelated business income tax, or “disqualified
organizations,” we would be taxed on our excess inclusion income allocated to such stockholders at the highest
corporate tax rate (currently 35%).  Moreover, although the law is not entirely clear, the IRS has taken the position
that, to the extent our stock owned by disqualified organizations is held in street name by a broker/dealer or other
nominee, the broker/dealer or nominee would be liable for a tax at the highest corporate income tax rate on our excess
inclusion income, if any, allocable to such disqualified organization.  Although we do not currently generate excess
inclusion income, it is possible that we may generate excess inclusion income in future periods.

Hedging Transactions

From time to time we may enter into hedging transactions with respect to one or more of our assets or liabilities. Our
hedging transactions could take a variety of forms, including interest rate cap agreements, options, futures contracts,
forward rate agreements, or similar financial instruments. We may enter into other hedging transactions, including rate
locks and guaranteed financial contracts. To the extent that we enter into an interest rate swap or cap contract, option,
futures contract, forward rate agreement, or any similar financial instrument prior to January 1, 2005 to reduce our
interest rate risk on indebtedness incurred to acquire or carry real estate assets, any payment under or gain from the
disposition of hedging transactions should be qualifying income for purposes of the 95% gross income test, but not the
75% gross income test. To the extent we hedge with other types of financial instruments or for other purposes prior to
January 1, 2005, any payment under or gain from such transactions would not be qualifying income for purposes of
the 95% or 75% gross income tests. Commencing with our taxable year beginning on January 1, 2005, except to the
extent provided by Treasury regulations, any income from a hedging transaction entered into after December 31, 2004
to manage risk of interest rate or price changes or currency fluctuations with respect to borrowings made or to be
made, or ordinary obligations incurred or to be incurred, by us, which is clearly identified as such before the close of
the day on which it was acquired, originated, or entered into, including gain from the sale or disposition of such a
transaction, will not constitute gross income for purposes of the 95% gross income test, to the extent that the
transaction hedges any indebtedness incurred or to be incurred by us to acquire or carry real estate assets. We will
monitor the income generated by any such transactions in order to ensure that such gross income, together with any
other non-qualifying income received by us, will not cause us to fail to satisfy the 95% or 75% gross income tests.

Failure to Qualify as a REIT

If we fail to qualify for taxation as a REIT in any taxable year, and the relief provisions of the Code do not apply, we
will be required to pay taxes, including any applicable alternative minimum tax, on our taxable income in that taxable
year and all subsequent taxable years at regular corporate rates. Distributions to our stockholders in any year in which
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we fail to qualify as a REIT will not be deductible by us and we will not be required to distribute any amounts to our
stockholders. As a result, we anticipate that our failure to qualify as a REIT would reduce the cash available for
distribution to our stockholders. In addition, if we fail to qualify as a REIT, all distributions to our stockholders will be
taxable as dividends from a C corporation to the extent of our current and accumulated earnings and profits, and U.S.
individual stockholders may be taxable at preferential rates on such dividends, and U.S. corporate stockholders may
be eligible for the dividends-received deduction. Unless entitled to relief under specific statutory provisions, we would
also be disqualified from taxation as a REIT for the four taxable years following the year in which we lose our
qualification. Commencing with our taxable year beginning on January 1, 2005, specified cure provisions may be
available to us in the event we violate a provision of the Code that would result in our failure to qualify as a REIT. We
would be provided additional relief in the event that we violate a provision of the Code that would result in our failure
to qualify as a REIT (other than violations of the REIT gross income or asset tests, as described above, for which other
specified cure provisions are available) if (i) the violation is due to reasonable cause, and (ii) we pay a penalty of
$50,000 for each failure to satisfy the provision.

State, Local and Foreign Taxation

We may be required to pay state, local and foreign taxes in various state, local and foreign jurisdictions, including
those in which we transact business or make investments, and our stockholders may be required to pay state, local and
foreign taxes in various state, local and foreign jurisdictions, including those in which they reside. Our state, local and
foreign tax treatment may not conform to the federal income tax consequences summarized above. OITRS has elected
to be treated as a taxable REIT subsidiary, which is an entity that is subject to federal, state and local income
taxation.  In addition, the ability of OITRS to deduct interest paid or accrued to us for federal, state and local tax
purposes is subject to certain limitations.
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Possible Legislative or Other Action 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 Treasury Department, resulting in revisions of regulations and revised interpretations
of established concepts as well as statutory changes. Revisions in federal tax laws and interpretations thereof could
affect the tax consequences of investing in our stock.

AVAILABLE INFORMATION

The Internet address of our corporate website is http://www.biminicapital.com. We provide copies of our periodic
reports (on Forms 10-K and 10-Q) and current reports (on Form 8-K), as well as the beneficial ownership reports filed
by our directors, executive officers and 10% stockholders (on Forms 3, 4 and 5) free of charge through our website as
soon as reasonably practicable after they are filed electronically with the Securities and Exchange Commission (the
“Commission”). We may from time to time provide important disclosures to investors by posting them in the investor
relations section of our website, as allowed by securities rules. We also will provide any of the foregoing information
without charge upon written request to Bimini Capital Management Inc., 3305 Flamingo Drive, Vero Beach, Florida
32963, Attention: Investor Relations Director.

Our filings with the Commission may be read and copied at the SEC's Public Reference Room at 100 F Street, NE.,
Washington, D.C. 20549, on official business days during the hours of 10:00 am to 3:00 pm. Information on the
operation of the Public Reference Room may be obtained by calling the Commission at 1-800-SEC-0330. The
Commission also maintains an Internet website at http://www.sec.gov that contains our reports, proxy information
statements and other information that we will file electronically with the Commission.

Also posted on our website within the “investor relations” section under the heading “corporate governance” are (i) our
Code of Business Conduct and Ethics, (ii) our Code of Ethics for Senior Financial Officers, (iii) our Corporate
Governance Guidelines, (iv) our Whistleblowing and Whistleblower Protection Policy, and charters for the Audit,
Compensation and Governance and Nominating Committees. These documents also are available in print upon
request of any stockholder to our Investor Relations Director.

ITEM 1A.  RISK FACTORS.

RISKS RELATED TO OUR MBS PORTFOLIO

Interest rate mismatches between our adjustable-rate securities and our borrowings used to fund purchases of our
mortgage-related securities may reduce net income or result in a loss during periods of changing interest rates.

Our portfolio of MBS includes adjustable rate MBS and hybrid adjustable rate MBS, and the mix of these securities in
the portfolio may be increased or decreased over time. Additionally, the interest rates of these securities may vary over
time based on changes in a short-term interest rate index, of which there are many. We finance our acquisitions of
adjustable-rate securities in part with borrowings that have interest rates based on indices and repricing terms similar
to, but perhaps with shorter maturities than, the interest rate indices and repricing terms of the adjustable-rate
securities. Short-term interest rates are ordinarily lower than longer-term interest rates. During periods of changing
interest rates, this interest rate mismatch between our portfolio assets and liabilities could reduce or eliminate net
income and dividend yield and could cause us to suffer a loss. In particular, in a period of rising interest rates, we
could experience a decrease in, or elimination of, net income or a net loss because the interest rates on our borrowings
adjust faster than the interest rates on our adjustable-rate securities.
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Interest rate fluctuations will also cause variances in the yield curve, which may reduce our net income. The
relationship between short-term and longer-term interest rates is often referred to as the "yield curve." If short-term
interest rates rise disproportionately relative to longer-term interest rates (a flattening of the yield curve), our
borrowing costs may increase more rapidly than the interest income earned on assets. Because our assets may bear
interest based on longer-term rates than its borrowings, a flattening of the yield curve would tend to decrease net
income and the market value of mortgage loan assets. Additionally, to the extent cash flows from investments that
return scheduled and unscheduled principal are reinvested in mortgage loans, the spread between the yields of the new
investments and available borrowing rates may decline, which would likely decrease our net income. It is also
possible that short-term interest rates may exceed longer-term interest rates (a yield curve inversion), in which event
our borrowing costs may exceed our interest income and we could incur operating losses.

A significant portion of our portfolio may consist of fixed-rate MBS, which may cause us to experience reduced net
income or a loss during periods of rising interest rates.

Our portfolio includes or may include fixed-rate and balloon maturity MBS. Because the interest rate on a fixed-rate
mortgage never changes, over time there can be a divergence between the interest rate on the loan and the current
market interest rates. We fund our acquisition of fixed-rate MBS with short-term repurchase agreements and term
loans. During periods of rising interest rates, our costs associated with borrowings used to fund the acquisition of
fixed-rate assets are subject to increases while the income we earn from these assets remains substantially fixed. This
would reduce and could eliminate the net interest spread between the fixed-rate MBS that we purchase and the
borrowings we use to purchase them, which would reduce net interest income and could cause us to suffer a loss.

Increased levels of prepayments on the mortgages underlying our mortgage-related securities might decrease net
interest income or result in a net loss.

Pools of mortgage loans underlie the mortgage-related securities that we acquire. We generally receive payments that
are made on these underlying mortgage loans. When we acquire mortgage-related securities, we anticipate that the
underlying mortgages will prepay at a projected rate generating an expected yield. When borrowers prepay their
mortgage loans faster than expected it results in corresponding prepayments on the mortgage-related securities that are
faster than expected. Faster-than-expected prepayments could potentially harm the results of our operations in various
ways, including the following:

•We seek to purchase some mortgage-related securities that have a higher interest rate than the market interest rate at
the time. In exchange for this higher interest rate, we will be required to pay a premium over the market value to
acquire the security.
•A portion of our adjustable-rate MBS may bear interest at rates that are lower than their fully indexed rates, which
are equivalent to the applicable index rate plus a margin. If an adjustable-rate mortgage-backed security is prepaid
prior to or soon after the time of adjustment to a fully-indexed rate, we will have held that mortgage-related security
while it was less profitable and lost the opportunity to receive interest at the fully indexed rate over the remainder of
its expected life.

•If we are unable to acquire new mortgage-related securities to replace the prepaid mortgage-related securities, our
financial condition, results of operations and cash flow may suffer and we could incur losses.

Prepayment rates generally increase when interest rates fall and decrease when interest rates rise, but changes in
prepayment rates are difficult to predict. Prepayment rates also may be affected by other factors, including, without
limitation, conditions in the housing and financial markets, general economic conditions and the relative interest rates
on adjustable-rate and fixed-rate mortgage loans. While we seek to minimize prepayment risk, we must balance
prepayment risk against other risks and the potential returns of each investment when selecting investments. No
strategy can completely insulate us from prepayment or other such risks.
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Mortgage loan modification programs and future legislative action may adversely affect the value of, and the returns
on, mortgages and mortgage-related securities we own or may acquire in the future.

During the third quarter of 2008, the federal government, through the Federal Housing Administration and the Federal
Deposit Insurance Corporation, commenced implementation of programs designed to provide homeowners with
assistance in avoiding residential mortgage loan foreclosures. In addition, certain mortgage lenders and servicers have
voluntarily, or as part of settlements with law enforcement authorities, established loan modification programs relating
to the mortgages they hold or service. In January 2009, the President announced his “Homeowner Affordability and
Stability Plan,” which is focused on reducing foreclosures. These programs may involve, among other things, the
modification of mortgage loans to reduce the principal amount of the loans or the rate of interest payable on the loans,
or to extend the payment terms of the loans. In addition, members of the U.S. Congress have indicated support for
additional legislative relief for homeowners, including a proposed amendment of the bankruptcy laws to permit the
modification of mortgage loans in bankruptcy proceedings. These loan modification programs, as well as future law
enforcement and legislative or regulatory actions, including amendments to the bankruptcy laws that result in the
modification of outstanding mortgage loans, may adversely affect the value of, and the returns on, the mortgage
securities we currently own or may acquire in the future.

We may incur increased borrowing costs related to repurchase agreements that would harm our results of operations.

Our borrowing costs under repurchase agreements are generally adjustable and correspond to short-term interest rates,
such as LIBOR or a short-term Treasury index, plus or minus a margin. The margins on these borrowings over or
under short-term interest rates may vary depending upon a number of factors, including, without limitation:

• the movement of interest rates;

• the availability of financing in the market; and

• the value and liquidity of our mortgage-related securities.

Most of our borrowings are collateralized borrowings in the form of repurchase agreements. If the interest rates on
these repurchase agreements increase, our results of operations will be harmed and we may incur losses.

Interest rate caps on our adjustable-rate MBS may reduce our income or cause us to suffer a loss during periods of
rising interest rates.

Adjustable-rate MBS are typically subject to periodic and lifetime interest rate caps. Periodic interest rate caps limit
the amount an interest rate can increase during any given period. Lifetime interest rate caps limit the amount an
interest rate can increase through the maturity of a mortgage-backed security. Our borrowings typically are not subject
to similar restrictions. Accordingly, in a period of rapidly increasing interest rates, the interest rates paid on our
borrowings could increase without limitation while caps could limit the interest rates on our adjustable-rate MBS. This
problem is magnified for adjustable-rate MBS that are not fully indexed. Further, some adjustable-rate MBS may be
subject to periodic payment caps that result in a portion of the interest being deferred and added to the principal
outstanding. As a result, we may receive less cash income on adjustable-rate MBS than necessary to pay interest on
our related borrowings.  Interest rate caps on our MBS could reduce our net interest income or cause us to suffer a net
loss if interest rates were to increase beyond the level of the caps.

We may not be able to purchase interest rate caps at favorable prices, which could cause us to suffer a loss in the event
of significant changes in interest rates.
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Our policies permit us to purchase interest rate caps to help us reduce our interest rate and prepayment risks associated
with investments in mortgage-related securities. This strategy potentially helps us reduce our exposure to significant
changes in interest rates. A cap contract is ultimately of no benefit to us unless interest rates exceed the target rate. If
we purchase interest rate caps but do not experience a corresponding increase in interest rates, the costs of buying the
caps would reduce our earnings. Alternatively, we may decide not to enter into a cap transaction due to its expense,
and we would suffer losses if interest rates later rise substantially. Our ability to engage in interest rate hedging
transactions is limited by the REIT gross income requirements. See "Legal and Tax Risks" below.

Our leverage strategy increases the risks of our operations, which could reduce net income and the amount available
for distributions to stockholders or cause us to suffer a loss.

Under normal market conditions, we generally seek to borrow between eight and twelve times the amount of our
equity, although at times our borrowings may be above or below this range. For purposes of this calculation, we treat
trust preferred securities as an equity capital equivalent. We incur this indebtedness by borrowing against a substantial
portion of the market value of our mortgage-related securities. Our total indebtedness, however, is not expressly
limited by our policies and will depend on our and our prospective lenders’ estimates of the stability of our portfolio's
cash flow. As a result, there is no limit on the amount of leverage that we may incur. We face the risk that we might
not be able to meet our debt service obligations or a lender's margin requirements from our income and, to the extent
we cannot, we might be forced to liquidate some of our assets at unfavorable prices. Our use of leverage amplifies the
risks associated with other risk factors, which could reduce our net income and the amount available for distributions
to stockholders or cause us to suffer a loss. For example:

•A majority of our borrowings are secured by our mortgage-related securities, generally under repurchase agreements.
A decline in the market value of the mortgage-related securities used to secure these debt obligations could limit our
ability to borrow or result in lenders requiring us to pledge additional collateral to secure our borrowings. In that
situation, we could be required to sell mortgage-related securities under adverse market conditions in order to obtain
the additional collateral required by the lender. If these sales are made at prices lower than the carrying value of the
mortgage-related securities, we would experience losses.

•A default under a mortgage-related security that constitutes collateral for a loan could also result in an involuntary
liquidation of the mortgage-related security, including any cross-collateralized mortgage-related securities. This
would result in a loss to us of the difference between the value of the mortgage-related security upon liquidation and
the amount borrowed against the mortgage-related security.

•To the extent we are compelled to liquidate qualified REIT assets to repay debts, our compliance with the REIT rules
regarding our assets and our sources of income could be negatively affected, which would jeopardize our
qualification as a REIT. Losing our REIT qualification would cause us to lose tax advantages applicable to REITs
and would decrease profitability and distributions to stockholders.

•If we experience losses as a result of our leverage policy, such losses would reduce the amounts available for
distribution to stockholders.

An increase in interest rates may adversely affect our stockholder’s equity, which may harm the value of our Class A
Common Stock.

Increases in interest rates may negatively affect the fair market value of our mortgage-related securities. Our fixed-rate
MBS will generally be more negatively affected by such increases. In accordance with GAAP, we will be required to
reduce the carrying value of our mortgage-related securities by the amount of any decrease in the fair value of
mortgage-related securities compared to amortized cost. If unrealized losses in fair value occur, we will have to either
reduce current earnings or reduce stockholders' equity without immediately affecting current earnings, depending on
how we classify the mortgage-related securities under GAAP. In either case, our stockholder’s equity will decrease to
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the extent of any realized or unrealized losses in fair value.

We depend on borrowings to purchase mortgage-related securities and reach our desired amount of leverage. If we fail
to obtain or renew sufficient funding on favorable terms or at all, we will be limited in our ability to acquire
mortgage-related securities, which will harm our results of operations and could impair our ability to maintain our
REIT status.

We depend on borrowings to fund acquisitions of mortgage-related securities and reach our desired amount of
leverage. Accordingly, our ability to achieve our investment and leverage objectives depends on our ability to borrow
money in sufficient amounts and on favorable terms. In addition, we must be able to renew or replace our maturing
borrowings on a continuous basis. We depend on many lenders to provide the primary credit facilities for our
purchases of mortgage-related securities. The current dislocation and weakness in the broader mortgage markets could
adversely affect one or more of our potential lenders and could cause one or more of our potential lenders to be
unwilling or unable to provide us with financing.  This could potentially increase our financing costs and reduce our
liquidity. If we cannot renew or replace maturing borrowings on favorable terms or at all, we may have to sell our
mortgage-related securities under adverse market conditions, which would harm our results of operations and may
result in permanent losses. Additionally, if we are unable to maintain a portfolio of sufficient size we may be unable to
maintain our REIT status and be subject to federal income taxes as a regular corporation and may face a tax liability.

Possible market developments could cause our lenders to require us to pledge additional assets as collateral. If our
assets were insufficient to meet the collateral requirements, we might be compelled to liquidate particular assets at
inopportune times and at unfavorable prices.

Possible market developments, including a sharp or prolonged rise in interest rates, a change in prepayment rates or
increasing market concern about the value or liquidity of one or more types of mortgage-related securities in which
our portfolio is concentrated, might reduce the market value of our portfolio, which might cause our lenders to require
additional collateral. Any requirement for additional collateral might compel us to liquidate our assets at inopportune
times and at unfavorable prices, thereby harming our operating results. If we sell mortgage-related securities at prices
lower than the carrying value of the mortgage-related securities, we would experience losses.
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Our use of repurchase agreements to borrow funds may give our lenders greater rights in the event that either we or
any of our lenders file for bankruptcy, which may make it difficult for us to recover our collateral in the event of a
bankruptcy filing.

Our borrowings under repurchase agreements may qualify for special treatment under the bankruptcy code, giving our
lenders the ability to avoid the automatic stay provisions of the bankruptcy code and to take possession of and
liquidate our collateral under the repurchase agreements without delay if we file for bankruptcy. Furthermore, the
special treatment of repurchase agreements under the bankruptcy code may make it difficult for us to recover our
pledged assets in the event that any of our lenders files for bankruptcy. Thus, the use of repurchase agreements
exposes our pledged assets to risk in the event of a bankruptcy filing by either our lenders or us.

Because the assets that we acquire might experience periods of illiquidity, we might be prevented from selling our
mortgage-related securities at favorable times and prices, which could cause us to suffer a loss and/or reduce
distributions to stockholders.

Although we generally plan to hold our mortgage-related securities until maturity, there may be circumstances in
which we sell certain of these securities. Mortgage-related securities generally experience periods of illiquidity. As a
result, we may be unable to dispose of our mortgage-related securities at advantageous times and prices or in a timely
manner. The lack of liquidity might result from the absence of a willing buyer or an established market for these
assets, as well as legal or contractual restrictions on resale. The illiquidity of mortgage-related securities may harm our
results of operations and could cause us to suffer a loss and/or reduce distributions to stockholders. Such conditions
are more likely to occur for derivative mortgage backed securities.  Such securities are generally traded in markets
much less liquid than the market for pass through MBS securities, which comprise the balance of the portfolio.

Competition might prevent us from acquiring mortgage-related securities at favorable yields, which could harm our
results of operations.

Our net income largely depends on our ability to acquire mortgage-related securities at favorable spreads over our
borrowing costs. In acquiring mortgage-related securities, we compete with other REITs, investment banking firms,
savings and loan associations, banks, insurance companies, mutual funds, other lenders and other entities that
purchase mortgage-related securities, many of which have greater financial resources than we do. Additionally, many
of our competitors are not subject to REIT tax compliance or required to maintain an exemption from the Investment
Company Act. As a result, we may not be able to acquire sufficient mortgage-related securities at favorable spreads
over our borrowing costs, which would harm our results of operations.

Our investment strategy involves risk of default and delays in payments, which could harm our results of operations.

We may incur losses if there are payment defaults under our mortgage-related securities. Our mortgage-related
securities will be government or agency certificates. Agency certificates are mortgage-related securities issued by
Fannie Mae, Freddie Mac and Ginnie Mae. Payment of principal and interest underlying securities issued by Ginnie
Mae are guaranteed by the U.S. Government. Fannie Mae and Freddie Mac mortgage-related securities are guaranteed
as to payment of principal and interest by the respective agency issuing the security. Since June 30, 2008, there have
been increased market concerns about Freddie Mac and Fannie Mae’s ability to withstand future credit losses
associated with mortgage-related securities on which they provide guarantees without the direct support of the U.S.
Government.  Recently, the government passed the Housing and Economic Recovery Act of 2008.  Fannie Mae and
Freddie Mac have recently been placed into the conservatorship of the Federal Housing Finance Agency, their federal
regulator, pursuant to its powers under The Federal Housing Finance Regulatory Reform Act of 2008, a part of the
Housing and Economic Recovery Act of 2008.  It is possible that guarantees made by Freddie Mac or Fannie Mae
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would not be honored in the event of default on the underlying securities. Legislation may be proposed to change the
relationship between certain agencies, such as Fannie Mae or Freddie Mac, and the federal government. This may
have the effect of reducing the actual or perceived credit quality of mortgage-related securities issued by these
agencies. As a result, such legislation could increase the risk of loss on investments in Fannie Mae and/or Freddie Mac
mortgage-related securities. We currently intend to continue to invest in such securities, even if such agencies'
relationships with the federal government changes.
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If we fail to maintain relationships with AVM, L.P. and its affiliate, III Associates, or if we do not establish
relationships with other repurchase agreement trading, clearing and administrative service providers, we may have to
reduce or delay our operations and/or increase our
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