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Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this registration statement.

Edgar Filing: Two Harbors Investment Corp. - Form S-3

Table of Contents 2



If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.  ¨

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box:  x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨
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If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box.  ¨

If this form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check One):

Large Accelerated Filer x Accelerated Filer ¨

Non-Accelerated Filer ¨  (Do not check if a smaller reporting company) Smaller Reporting Company ¨

CALCULATION OF REGISTRATION FEE

Title of Class of

Securities to be Registered

Amount
to be

Registered(1)

Proposed
Maximum

Offering Price
Per Unit(2)

Proposed
Maximum
Aggregate

Offering Price(3)
Amount of

Registration Fee(4)

Common Stock, $0.01 par value per share
Preferred Stock, $0.01 par value per share
Depositary Shares
Debt Securities
Total $2,500,000,000 $286,500

(1) There are being registered hereunder such indeterminate number of shares of Common Stock, Preferred Stock, Depositary Shares, and
Debt Securities of the Registrant as shall have an aggregate initial offering price not to exceed $2,500,000,000. Any securities registered
hereunder may be sold separately or as units with other securities registered hereunder. The proposed maximum initial offering price per
unit will be determined, from time to time, by the Registrant in connection with the issuance by the Registrant of the securities registered
hereunder. There are also being registered hereunder an indeterminate number of shares of Common Stock as shall be issuable upon
conversion, exchange or exercise of any securities that provide for that issuance. In addition, pursuant to Rule 416 under the Securities
Act, the securities being registered hereunder include such indeterminate number of shares of Common Stock and Preferred Stock as may
be issuable with respect to the shares being registered hereunder as a result of stock splits, stock dividends or similar transactions.

(2) Omitted in accordance Form S-3 General Instruction II.D.
(3) Estimated for the sole purpose of computing the registration fee in accordance with Rule 457(o) under the Securities Act.
(4) Pursuant to Rule 415(a)(6) and Rule 457(p) under the Securities Act, the Registrant hereby offsets the total registration fee due under this

Registration Statement by the amount of the filing fee associated with the unsold securities from the Registrant�s Form S-3 Registration
Statement, filed by the Registrant with the Commission on November 1, 2010 (SEC File No. 333-170251), registering securities for a
maximum aggregate offering price of $750,000,000 (the �Prior Registration Statement�). Of that amount, the Registrant sold common stock
for an aggregate offering price of $668,293,750, leaving a balance of unsold securities with an aggregate offering price of $81,706,250.
The associated filing fee of $5,825 for such unsold securities, calculated under Rule 457(o), is hereby used to offset the current registration
fee due. Accordingly, the full amount of the $286,500 registration fee currently due for this Registration Statement is being paid by offset
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against the balance of the fee paid for the Prior Registration Statement and the payment by the Registrant of $280,675. Pursuant to
Rule 415(a)(6) under the Securities Act, the offering of the unsold securities registered under the Prior Registration Statement will be
deemed terminated as of the date of the effectiveness of this Registration Statement.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until this Registration Statement shall become effective on
such date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is declared effective. This prospectus is not an offer to sell these securities and it is
not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED APRIL 18, 2012

PROSPECTUS

Two Harbors Investment Corp.
$2,500,000,000

Common Stock

Preferred Stock

Depositary Shares

Debt Securities

We may offer, issue and sell, from time to time, up to an aggregate of $2,500,000,000 of shares of our common stock, preferred stock,
depositary shares and debt securities, which may consist of debentures, notes, or other types of debt, in one or more offerings. We will provide
specific terms of each issuance of these securities in supplements to this prospectus. We may offer and sell these securities to or through one or
more underwriters, dealers and agents, or directly to purchasers, on a continuous or delayed basis. You should read this prospectus and any
supplement carefully before you decide to invest. This prospectus may not be used to consummate sales of these securities unless it is
accompanied by a prospectus supplement.

Our common stock is listed on the New York Stock Exchange, or NYSE, under the symbol �TWO.�

We have elected to be taxed as a real estate investment trust, or REIT, for U.S. federal income tax purposes. As long as we qualify as a REIT, we
generally will not be subject to U.S. federal income tax to the extent we distribute our taxable income to our stockholders on an annual basis. To
assist us in qualifying as a REIT, among other purposes, ownership of shares of our common stock by any person is limited, with certain
exceptions, to 9.8% by value or by number of shares, whichever is more restrictive, of the outstanding shares of our common stock and 9.8% by
value or by number of shares, whichever is more restrictive, of the aggregate of the outstanding shares of our capital stock. In addition, our
charter contains various other restrictions on the ownership and transfer of our stock.

Our principal office is located at 601 Carlson Parkway, Suite 150, Minnetonka, Minnesota 55305. Our telephone number is (612) 629-2500.
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Investing in our securities involves a high degree of risk. You should carefully consider the information
referenced under the heading �Risk Factors� on page 4 of this prospectus before you invest.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined that this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is                     , 2012
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC or Commission, using a
�shelf� registration process. Under this shelf registration process, we may sell the securities described in this prospectus in one or more offerings.
This prospectus provides you with a general description of the securities we may offer. Each time we offer to sell securities, we will provide a
supplement to this prospectus that will contain specific information about the terms of that offering. The prospectus supplement may also add,
update or change information contained in this prospectus. It is important for you to consider the information contained in this prospectus and
any prospectus supplement together with additional information described under the heading �Where You Can Find More Information.�

You should rely only on the information incorporated by reference or set forth in this prospectus or the applicable prospectus supplement. We
have not authorized anyone else to provide you with additional or different information. You should not assume that the information in this
prospectus, the applicable prospectus supplement or any other offering material is accurate as of any date other than the dates on the front of
those documents.

When used in this prospectus, the terms �Two Harbors,� �company,� �issuer,� �registrant,� �we,� �our,� and �us� refer to Two Harbors Investment Corp. and
its consolidated subsidiaries, unless otherwise specified.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains, or incorporates by reference, not only historical information, but also forward-looking statements within the meaning
of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, as amended. Forward-looking statements involve
numerous risks and uncertainties. Our actual results may differ from our beliefs, expectations, estimates, and projections and, consequently, you
should not rely on these forward-looking statements as predictions of future events. Forward-looking statements are not historical in nature and
can be identified by words such as �anticipate,� �estimate,� �will,� �should,� �expect,� �target,� �believe,� �intend,� �seek,� �plan� and similar expressions or their
negative forms, or by references to strategy, plans, or intentions. These forward-looking statements are subject to risks and uncertainties,
including, among other things, the information referenced on page 4 of this prospectus under the caption �Risk Factors.� Other risks, uncertainties,
and factors that could cause actual results to differ materially from those projected are described below and may be described from time to time
in reports we file with the SEC, including our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form
8-K. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update or revise any such
forward-looking statements, whether as a result of new information, future events, or otherwise.

Important factors, among others, that may affect our actual results include:

� changes in interest rates and the market value of our target assets;

� changes in prepayment rates of mortgages underlying our target assets;

� the timing of credit losses within our portfolio;

� our exposure to adjustable-rate and negative amortization mortgage loans underlying our target assets;

� the state of the credit markets and other general economic conditions, particularly as they affect the price of earning assets and the
credit status of borrowers;

� the concentration of the credit risks we are exposed to;
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� legislative and regulatory actions affecting the mortgage and derivative industries or our business;

� the availability of target assets for purchase at attractive prices;

1
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� the availability of financing for our portfolio, including the availability of repurchase agreement financing;

� declines in home prices;

� increases in payment delinquencies and defaults on the mortgages underlying our Non-Agency securities;

� changes in liquidity in the market for real estate securities, the re-pricing of credit risk in the capital markets, inaccurate ratings of
securities by rating agencies, rating agency downgrades of securities, and increases in the supply of real estate securities
available-for-sale;

� changes in the values of securities we own and the impact of adjustments reflecting those changes on our income statement and
balance sheet, including our stockholders� equity;

� our ability to generate the amount of cash flow we expect from our investment portfolio;

� changes in our investment, financing, and hedging strategies and the new risks that those changes may expose us to;

� changes in the competitive landscape within our industry, including changes that may affect our ability to retain or attract personnel;

� our ability to build successful relationships with loan originators;

� our ability to acquire mortgage loans in connection with our securitization plans;

� our ability to securitize the mortgage loans that we acquire;

� our ability to acquire residential real properties at attractive prices and lease such properties on a profitable basis or to resell such
properties at a gain;

� our ability to manage various operational risks associated with our business;

� our ability to maintain appropriate internal controls over financial reporting;

� our ability to establish, adjust and maintain appropriate hedges for the risks in our portfolio;

� our ability to maintain our REIT qualification for U.S. federal income tax purposes; and
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� limitations imposed on our business due to our REIT status and our status as exempt from registration under the 1940 Act.
All forward-looking statements included herein attributable to us or any person acting on our behalf are expressly qualified in their entirety by
the cautionary statements contained or referred to in this section. Except to the extent required by applicable laws and regulations, we undertake
no obligations to update these forward-looking statements to reflect events or circumstances after the date of this prospectus or to reflect the
occurrence of unanticipated events.

Before you make an investment decision, you should be aware that the occurrence of the events described in the �Risk Factors� section and
elsewhere in this prospectus may adversely affect us.

TWO HARBORS INVESTMENT CORP.

Two Harbors Investment Corp. is a Maryland corporation focused on investing in, financing and managing residential mortgage-backed
securities, or RMBS, residential mortgage loans, residential real properties, and other financial assets, which we collectively refer to as our target
assets. We operate as a real estate investment trust, or REIT, as defined under the Internal Revenue Code of 1986, as amended, or the Code.

2
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We are externally managed and advised by PRCM Advisers LLC, a wholly-owned subsidiary of Pine River Capital Management L.P., or Pine
River. Founded in 2002, with offices in New York, London, Hong Kong, San Francisco, Beijing, and Minnetonka, Minnesota, Pine River is a
global asset management firm providing solutions to qualified clients across three actively managed platforms: hedge funds, managed accounts,
and listed investment vehicles.

Our objective is to provide attractive risk-adjusted returns to our stockholders over the long term, primarily through dividends and secondarily
through capital appreciation. We selectively acquire and manage an investment portfolio of our target assets, which is constructed to generate
attractive returns through market cycles. We focus on security selection and implement a relative value investment approach across various
sectors within the residential mortgage market. Our target assets include the following:

� Agency RMBS, meaning RMBS whose principal and interest payments are guaranteed by the Government National Mortgage
Association (or Ginnie Mae), the Federal National Mortgage Association (or Fannie Mae), or the Federal Home Loan Mortgage
Corporation (or Freddie Mac);

� Non-Agency RMBS, meaning RMBS that are not issued or guaranteed by Ginnie Mae, Fannie Mae or Freddie Mac;

� Residential mortgage loans;

� Residential real properties; and

� Other financial assets, comprising approximately 5% to 10% of the portfolio.
We seek to deploy moderate leverage as part of our investment strategy. We generally finance our RMBS and mortgage loan assets through
short-term borrowings structured as repurchase agreements.

We recognize that investing in our target assets is competitive and that we compete with other investment vehicles for attractive investment
opportunities. We rely on our management team and Pine River, who have developed strong relationships with a diverse group of financial
intermediaries, to execute on our investment approach. In addition, we have benefited and expect to continue to benefit from Pine River�s
analytical and portfolio management expertise and infrastructure. We believe that our significant focus on the RMBS area, the extensive RMBS
expertise of our investment team, our strong analytics and our disciplined relative value investment approach give us a competitive advantage
over our peers.

We have elected to be treated as a REIT for U.S. federal income tax purposes. To qualify as a REIT, we are required to meet certain investment
and operating tests and annual distribution requirements. We generally will not be subject to U.S. federal income taxes on our taxable income to
the extent that we annually distribute all of our net taxable income to stockholders, do not participate in prohibited transactions and maintain our
intended qualification as a REIT. However, certain activities that we may perform may cause us to earn income which will not be qualifying
income for REIT purposes. We have designated certain of our subsidiaries as taxable REIT subsidiaries, or TRSs, as defined in the Code, to
engage in such activities, and we may in the future form additional TRSs. We also intend to operate our business in a manner that will permit us
to maintain our exemption from registration under the Investment Company Act of 1940, as amended, or the 1940 Act.

Our Corporate Information

Our headquarters are located at 601 Carlson Parkway, Suite 150, Minnetonka, Minnesota 55305 and our telephone number is (612) 629-2500.
We maintain a website at www.twoharborsinvestment.com; however, the information found on our website is not a part of this prospectus.

3
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RISK FACTORS

Investing in our securities involves a number of risks. Before making an investment decision, you should carefully read and consider the
information set forth under the heading �Risk Factors� in our most recent Annual Report on Form 10-K and any subsequent Quarterly Reports on
Form 10-Q (which descriptions are incorporated by reference herein), as well as the other information contained or incorporated by reference in
this prospectus or in any prospectus supplement hereto before making a decision to invest in our securities. See �Where You Can Find More
Information,� below.

USE OF PROCEEDS

Unless otherwise indicated in an accompanying prospectus supplement, we intend to use the net proceeds received from the sale of the securities
offered by this prospectus and the related accompanying prospectus supplement for the purchase of our target assets, including residential
mortgaged-backed securities, residential mortgage loans, residential real properties, and other financial assets in accordance with our objectives
and strategies, and for general corporate purposes.

RATIO OF EARNINGS TO FIXED CHARGES

Year Ended December 31
(dollars in thousands) 2011 2010 2009 2008 2007 2006
Net income (loss) attributable to common stockholders $ 127,432 $ 35,755 $ (8,837)(1) $ 2,059 $ 715 $ �  
Fixed charge (interest expense) 22,709 4,421 131 �  �  �  

Earnings adjusted $ 150,141 $ 40,176 $ (8,706) $ 2,059 $ 715 $ �  
Ratio of earnings to fixed charges 6.6x 9.1x NM(2) NM(2) NM(2) �  

(1) Net income (loss) attributable to common stockholders includes $9.6 million of costs associated with the merger of Two Harbors and
Capitol Acquisition Corp., or Capitol.

(2) Capitol, the accounting acquirer in the merger with Two Harbors completed on October 28, 2009, was formed on June 26, 2007 as a
development stage company with no operations. Prior to October 28, 2009, the ratio of earnings to fixed charges is not a meaningful
measure.

4
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DESCRIPTION OF CAPITAL STOCK

The following is a summary of the rights and preferences of our capital stock. While we believe that the following descriptions cover the
material terms of our capital stock, the descriptions may not contain all of the information that is important to you. We encourage you to read
carefully this entire prospectus, our charter and bylaws and the other documents we refer to for a more complete understanding of our capital
stock. Copies of our charter and bylaws are incorporated by reference as exhibits to the registration statement of which this prospectus is a part.
See �Where You Can Find More Information.�

General

Our charter provides that we may issue up to 450,000,000 shares of common stock, $0.01 par value per share, and 50,000,000 shares of
preferred stock, $0.01 par value per share. Our charter authorizes our board of directors, with the approval of a majority of the entire board, to
amend our charter to increase or decrease the aggregate number of authorized shares of stock or the number of shares of stock of any class or
series without stockholder approval. As of March 31, 2012, there were 214,207,346 shares of common stock issued and outstanding, and no
shares of preferred stock were issued and outstanding. Under Maryland law, stockholders are not generally liable for our debts or obligations.

Shares of Common Stock

All issued and outstanding shares of our common stock are duly authorized, validly issued, fully paid and non-assessable. Subject to the
preferential rights of any other class or series of shares of stock and to the provisions of our charter regarding the restrictions on ownership and
transfer of shares of stock, holders of shares of common stock are entitled to receive dividends on such shares of common stock out of assets
legally available therefor if, as and when authorized by our board of directors and declared by us, and the holders of shares of our common stock
are entitled to share ratably in our assets legally available for distribution to our stockholders in the event of our liquidation, dissolution or
winding up after payment of or adequate provision for all our known debts and liabilities.

All issued and outstanding shares of our common stock have been issued by us and do not represent any interest in or obligation of Pine River.
Further, the shares are not a deposit or other obligation of any bank, are not an insurance policy of any insurance company and are not insured or
guaranteed by the Federal Deposit Insurance Company, any other governmental agency or any insurance company. The shares of common stock
do not benefit from any insurance guaranty association coverage or any similar protection.

Subject to the provisions of our charter regarding the restrictions on ownership and transfer of shares of stock and except as may otherwise be
specified in the terms of any class or series of shares of common stock, each outstanding share of common stock entitles the holder to one vote
on all matters submitted to a vote of stockholders, including the election of directors, and, except as provided with respect to any other class or
series of shares of stock, the holders of such shares of common stock will possess the exclusive voting power. There is no cumulative voting in
the election of our board of directors, which means that the holders of a majority of the outstanding shares of common stock can elect all of the
directors then standing for election, and the holders of the remaining shares will not be able to elect any directors.

Holders of shares of our common stock have no preference, conversion, exchange, sinking fund, redemption or appraisal rights and have no
preemptive rights to subscribe for any of our securities. Subject to the provisions of our charter regarding the restrictions on ownership and
transfer of shares of stock, shares of common stock will have equal dividend, liquidation and other rights.

Under the Maryland General Corporation Law, or MGCL, a Maryland corporation generally cannot dissolve, amend its charter, merge with
another entity, transfer all or substantially all of its assets, engage in a share exchange or engage in similar transactions outside the ordinary
course of business unless approved by the

5
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affirmative vote of stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter unless a lesser percentage (but not
less than a majority of all of the votes entitled to be cast on the matter) is set forth in the corporation�s charter. Our charter provides that these
matters (other than certain amendments to the provisions of our charter related to the removal of directors, the restrictions on ownership and
transfer of shares of our stock and the requirement of a two-thirds vote for amendment to these provisions) may be approved by a majority of all
of the votes entitled to be cast on the matter.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Computershare Shareowner Services LLC.

Shares of Preferred Stock

The following description sets forth general terms and provisions of the preferred stock to which any prospectus supplement may relate. The
statements below describing the preferred stock are in all respects subject to and qualified in their entirety by reference to our charter, as
amended and restated, bylaws, and any articles supplementary to our charter, designating terms of a series of preferred stock. The preferred
stock, when issued, will be validly issued, fully paid, and non-assessable. Because our board of directors has the power to establish the
preferences, powers and rights of each series of preferred stock, our board of directors may afford the holders of any series of preferred stock
preferences, powers and rights, voting or otherwise, senior to the rights of our common stockholders.

The rights, preferences, privileges and restrictions of each series of preferred stock will be fixed by the articles supplementary to our charter
relating to the series. A prospectus supplement, relating to each series, will specify the terms of the preferred stock, as follows:

� the title and stated value of the preferred stock;

� the voting rights of the preferred stock, if applicable;

� the preemptive rights of the preferred stock, if applicable;

� the restrictions on alienability of the preferred stock, if applicable;

� the number of shares offered, the liquidation preference per share and the offering price of the shares;

� liability to further calls or assessment of the preferred stock, if applicable;

� the dividend rate(s), period(s) and payment date(s) or method(s) of calculation applicable to the preferred stock;

� the date from which dividends on the preferred stock will accumulate, if applicable;

� the procedures for any auction and remarketing for the preferred stock;

� the provision for a sinking fund, if any, for the preferred stock;
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� the provision for and any restriction on redemption, if applicable, of the preferred stock;

� the provision for and any restriction on repurchase, if applicable, of the preferred stock;

� any listing of the preferred stock on any securities exchange;

� the terms and provisions, if any, upon which the preferred stock will be convertible into common stock, including the conversion
price (or manner of calculation) and conversion period;

� the terms under which the rights of the preferred stock may be modified, if applicable;

� any other specific terms, preferences, rights, limitations or restrictions of the preferred stock;

� a discussion of certain material federal income tax considerations applicable to the preferred stock;

6
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� the relative ranking and preferences of the preferred stock as to dividend rights and rights upon the liquidation, dissolution or
winding-up of our affairs;

� any limitation on issuance of any series of preferred stock ranking senior to or on a parity with the series of preferred stock as to
dividend rights and rights upon the liquidation, dissolution or winding-up of our affairs; and

� any limitations on direct or beneficial ownership and restrictions on transfer of the preferred stock, in each case as may be
appropriate to preserve our qualification as a REIT.

Power to Reclassify Our Unissued Shares of Stock

Our charter authorizes our board of directors to classify and reclassify any unissued shares of common or preferred stock into other classes or
series of shares of stock. Prior to issuance of shares of each class or series, our board of directors is required by Maryland law and by our charter
to set, subject to our charter restrictions on ownership and transfer of shares of stock, the terms, preferences, conversion or other rights, voting
powers, restrictions, limitations as to dividends or other distributions, qualifications and terms and conditions of redemption for each class or
series. Therefore, among other things, our board could authorize the issuance of shares of common or preferred stock with terms and conditions
that could have the effect of delaying, deferring or preventing a change in control or other transaction that might involve a premium price for
shares of our common stock or otherwise be in the best interest of our stockholders. No shares of preferred stock are presently outstanding, and
we have no present plans to issue any shares of preferred stock.

Power to Increase or Decrease Authorized Shares of Common Stock and Issue Additional Shares of Common and Preferred Stock

We believe that the power of our board of directors to amend our charter to increase or decrease the number of authorized shares of stock, to
issue additional authorized but unissued shares of common or preferred stock and to classify or reclassify unissued shares of common or
preferred stock and thereafter to issue such classified or reclassified shares of stock will provide us with increased flexibility in structuring
possible future financings and acquisitions and in meeting other needs that might arise. The additional classes or series, as well as the shares of
common stock, will be available for issuance without further action by our stockholders, unless such action is required by applicable law or the
rules of any stock exchange or automated quotation system on which our securities may be listed or traded. Although our board of directors does
not intend to do so, the board could authorize us to issue a class or series that could, depending upon the terms of the particular class or series,
delay, defer or prevent a change in control or other transaction that might involve a premium price for shares of our common stock or otherwise
be in the best interest of our stockholders.

7
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DESCRIPTION OF DEPOSITARY SHARES

General

We may issue depositary shares, each of which would represent a fractional interest of a share of a particular series of preferred stock. We will
deposit shares of preferred stock represented by depositary shares under a separate deposit agreement among the company, a preferred stock
depositary and the holders of the depositary shares. Subject to the terms of the deposit agreement, each owner of a depositary share will possess,
in proportion to the fractional interest of a share of preferred stock represented by the depositary share, all the rights and preferences of the
preferred stock represented by the depositary shares. Depositary receipts will evidence the depositary shares issued pursuant to the deposit
agreement. Immediately after the company issues and delivers preferred stock to a preferred stock depositary, the preferred stock depositary will
issue the depositary receipts.

Dividends and Other Distributions

The depositary will distribute all cash dividends on the preferred stock to the record holders of the depositary shares. Holders of depositary
shares generally must file proofs, certificates and other information and pay charges and expenses of the depositary in connection with
distributions. If a distribution on the preferred stock is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary will distribute the property to the record holders of the depositary shares. If such a distribution is not feasible, the depositary, with
our approval, may sell the property and distribute the net proceeds from the sale to the holders of the depositary shares.

Withdrawal of Stock

Unless we have previously called the underlying preferred stock for redemption or the holder of the depositary shares has converted such shares,
a holder of depositary shares may surrender them at the corporate trust office of the depositary in exchange for whole or fractional shares of the
underlying preferred stock together with any money or other property represented by the depositary shares. Once a holder has exchanged the
depositary shares, the holder may not redeposit the preferred stock and receive depositary shares again. If a depositary receipt presented for
exchange into preferred stock represents more shares of preferred stock than the number to be withdrawn, the depositary will deliver a new
depositary receipt for the excess number of depositary shares.

Redemption of Depositary Shares

Whenever we redeem shares of preferred stock held by a depositary, the depositary will redeem the corresponding amount of depositary shares
with funds it receives from us for the preferred stock. The depositary will notify the record holders of the depositary shares to be redeemed not
less than 30 days nor more than 60 days before the date fixed for redemption at the holders� addresses appearing in the depositary�s books. The
redemption price per depositary share will be equal to the applicable fraction of the redemption price and any other amounts payable with
respect to the preferred stock. If we intend to redeem less than all of the underlying preferred stock, we and the depositary will select the
depositary shares to be redeemed on as nearly a pro rata basis as practicable without creating fractional depositary shares or by any other
equitable method determined by us that preserves our REIT status.

On the redemption date:

� all dividends relating to the shares of preferred stock called for redemption will cease to accrue;

� we and the depositary will no longer deem the depositary shares called for redemption to be outstanding; and

� all rights of the holders of the depositary shares called for redemption will cease, except the right to receive any money payable upon
the redemption and any money or other property to which the holders of the depositary shares are entitled upon redemption.

8

Edgar Filing: Two Harbors Investment Corp. - Form S-3

Table of Contents 19



Table of Contents

Voting of the Preferred Stock

When a depositary receives notice regarding a meeting at which the holders of the underlying preferred stock have the right to vote, it will mail
that information to the holders of the depositary shares. Each record holder of depositary shares on the record date may then instruct the
depositary to exercise its voting rights for the amount of preferred stock represented by that holder�s depositary shares. The depositary will vote
in accordance with these instructions. The depositary will abstain from voting to the extent it does not receive specific instructions from the
holders of depositary shares. A depositary will not be responsible for any failure to carry out any instruction to vote, or for the manner or effect
of any vote, as long as any action or non-action is in good faith and does not result from negligence or willful misconduct of the depositary.

Liquidation Preference

In the event of our liquidation, dissolution or winding up, a holder of depositary shares will receive the fraction of the liquidation preference
accorded each share of underlying preferred stock represented by the depositary share, in the event such underlying preferred stock is entitled to
any such liquidation preference.

Conversion of Preferred Stock

Depositary shares will not themselves be convertible into common stock or any other securities or property of the company. However, if the
underlying preferred stock is convertible, holders of depositary shares may surrender them to the depositary with written instructions to convert
the preferred stock represented by their depositary shares into whole shares of common stock, other shares of our preferred stock or other shares
of stock, as applicable. Upon receipt of these instructions and any amounts payable in connection with a conversion, we will convert the
preferred stock using the same procedures as those provided for delivery of preferred stock. If a holder of depositary shares converts only part of
its depositary shares, the depositary will issue a new depositary receipt for any depositary shares not converted. We will not issue fractional
shares of common stock upon conversion. If a conversion will result in the issuance of a fractional share, we will pay an amount in cash equal to
the value of the fractional interest based upon the closing price of the common stock on the last business day prior to the conversion.
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