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PART I

Item 1. Business

"non

Except where the context suggests otherwise references in this Annual Report on Form 10-K to "we," "us,” and "our"
refer to Ellington Residential Mortgage REIT and its consolidated subsidiaries, including Ellington Residential Mortgage LP,
our operating partnership subsidiary, which we refer to as our "Operating Partnership." We hold all of our assets and conduct
all of our operations through our Operating Partnership. "Manager" refers to Ellington Residential Mortgage Management
LLC, our external manager, and "Ellington" refers to Ellington Management Group, L.L.C. and its affiliated investment
advisory firms, including our Manager. In certain instances, references to our Manager and services to be provided to us by
our Manager may also include services provided by Ellington and its other affiliates from time to time. References to
"Blackstone" mean The Blackstone Group Inc. The "Blackstone Funds" means the group of funds that are managed by an
affiliate of Blackstone and that, together with Ellington, constituted our original group of investors.

Special Note Regarding Forward-Looking Statements

When used in this Annual Report on Form 10-K, in future filings with the Securities and Exchange Commission, or the
"SEC," or in press releases or other written or oral communications, statements which are not historical in nature, including
those containing words such as "believe," "expect," "anticipate,” "estimate," "project,” "plan," "continue," "intend," "should,"
"would," "could," "goal," "objective," "will," "may," "seek," or similar expressions, are intended to identify "forward-looking
statements" within the meaning of Section 27A of the Securities Act of 1933, as amended, or the "Securities Act," and Section
21E of the Securities Exchange Act of 1934, as amended, or the "Exchange Act," and, as such, may involve known and
unknown risks, uncertainties and assumptions.

Forward-looking statements are based on our beliefs, assumptions, and expectations of our future operations, business
strategies, performance, financial condition, liquidity and prospects, taking into account information currently available to us.
These beliefs, assumptions, and expectations are subject to risks and uncertainties and can change as a result of many possible
events or factors, not all of which are known to us. If a change occurs, our business, financial condition, liquidity, results of
operations and strategies may vary materially from those expressed or implied in our forward-looking statements. The
following factors are examples of those that could cause actual results to vary from our forward-looking statements: changes in
interest rates and the market value of our securities; our use of and dependence on leverage; future changes with respect to the
Federal National Mortgage Association, or "Fannie Mae," and Federal Home Loan Mortgage Corporation, or "Freddie Mac,"
and related events, including the lack of certainty as to the future roles of these entities and the U.S. Government in the
mortgage market and changes to legislation and regulations affecting these entities; market volatility; changes in the
prepayment rates on the mortgage loans underlying the securities we own and intend to acquire; changes in rates of default and/
or recovery rates on our non-Agency assets; our ability to borrow to finance our assets and the available terms for such
borrowings; changes in government regulations affecting our business; our ability to maintain our exclusion from registration
under the Investment Company Act of 1940, as amended, or the "Investment Company Act"; our ability to maintain our
qualification as a real estate investment trust, or "REIT"; and risks associated with investing in real estate assets, including
changes in business conditions and the general economy such as changes to fiscal or monetary policy, heightened inflation,
slower growth or recession, and currency fluctuations. These and other risks, uncertainties and factors, including the risk factors
described under Item 1A of this Annual Report on Form 10-K, could cause our actual results to differ materially from those
projected or implied in any forward-looking statements we make. All forward-looking statements speak only as of the date on
which they are made. New risks and uncertainties arise over time, and it is not possible to predict those events or how they may
affect us. Except as required by law, we are not obligated to, and do not intend to, update or revise any forward-looking
statements, whether as a result of new information, future events, or otherwise.

Our Company

Ellington Residential Mortgage REIT is a Maryland real estate investment trust formed in August 2012 that specializes in
acquiring, investing in, and managing residential mortgage- and real estate-related assets. Our primary objective is to generate
attractive current yields and risk-adjusted total returns for our shareholders by making investments that we believe compensate
us appropriately for the risks associated with them. We seek to attain this objective by constructing and actively managing a
portfolio consisting primarily of residential mortgage-backed securities, or "RMBS," for which the principal and interest
payments are guaranteed by a U.S. government agency or a U.S. government-sponsored entity, or "Agency RMBS," and, to a
lesser extent, RMBS backed by prime jumbo, Alternative A-paper, or "Alt-A," mortgage loans that are not deemed "qualified
mortgage," or "QM," loans under the rules of the Consumer Financial Protection Bureau, or "non-QM loans," mortgages on
single-family-rental properties, manufactured housing, and subprime residential mortgage loans, or "non-Agency RMBS." We
also may opportunistically acquire other types of mortgage- and real estate-related asset classes, such as commercial mortgage-
backed securities, or "CMBS"; residential mortgage loans; mortgage servicing rights, or "MSRs"; and credit risk transfer



securities, or "CRTs." We believe that being able to combine Agency RMBS with non-Agency RMBS and other residential and
commercial mortgage- and real estate-related asset classes enables us to balance a range of mortgage-related risks.

We were formed through an initial strategic venture among affiliates of Ellington, an investment management firm and
registered investment adviser with a 28-year history of investing in a broad spectrum of residential and commercial mortgage-
backed securities, or "MBS," and related derivatives, and the Blackstone Funds. We have elected to be taxed as a real estate
investment trust, or "REIT," for U.S. federal income tax purposes. We intend to maintain our exclusion from registration under
the Investment Company Act.

Our Manager and Ellington

We are externally managed and advised by our Manager, an affiliate of Ellington, pursuant to a management agreement.
Our Manager was formed solely to serve as our manager and does not have any other clients. In addition, our Manager does not
have any employees of its own and instead relies on the employees of Ellington to perform its obligations to us.

The members of our management team are Michael Vranos, founder and Chief Executive Officer of Ellington, who serves
as our Co-Chief Investment Officer and as a member of our Board of Trustees; Laurence Penn, Vice Chairman and Chief
Operating Officer of Ellington, who serves as our President and Chief Executive Officer and as a member of our Board of
Trustees; Mark Tecotzky, Vice Chairman—Co-Head of Credit Strategies of Ellington, who serves as our Co-Chief Investment
Officer; Christopher Smernoff, who serves as our Chief Financial Officer; JR Herlihy, a Managing Director of Ellington, who
serves as our Chief Operating Officer; Daniel Margolis, General Counsel of Ellington, who serves as our General Counsel; and
Vincent Ambrico, who serves as our Controller. Each of these individuals is an officer of our Manager.

Our Manager is responsible for administering our business activities and day-to-day operations and, pursuant to a services
agreement between our Manager and Ellington, relies on the resources of Ellington to support our operations. Ellington has
well-established portfolio management resources for each of our targeted asset classes and an established infrastructure
supporting those resources. Through our relationship with our Manager, we benefit from Ellington's highly analytical
investment processes, broad-based deal flow, extensive relationships in the financial community, financial and capital
structuring skills, investment surveillance capabilities, and operational expertise. Ellington's analytic approach to the investment
process involves collection of substantial amounts of data regarding historical performance of RMBS collateral and RMBS
market transactions. Ellington analyzes this data to identify possible relationships and trends and develops financial models
used to support our investment and risk management process. In addition, throughout Ellington's 28-year history of investing in
RMBS and related derivatives, it has developed strong relationships with a wide range of dealers and other market participants
that provide Ellington access to a broad range of trading opportunities and market information. As a result, Ellington provides
us with access to a wide variety of asset acquisition and disposition opportunities and information that assist us in making asset
management decisions across our targeted asset classes, which we believe provides us with a significant competitive advantage.
We also benefit from Ellington's finance, accounting, operational, legal, compliance, and administrative functions.

As of December 31, 2022, Ellington had over 170 employees and had assets under management of approximately $9.0
billion, of which (i) approximately $6.5 billion consisted of our company, as well as Ellington Financial Inc., a Delaware
corporation that elected to be taxed as a REIT (NYSE: EFC), and various hedge funds and other alternative investment vehicles
that employ financial leverage, and (ii) approximately $2.5 billion consisted of accounts that do not employ financial leverage.
The $9.0 billion and $6.5 billion in assets under management include approximately $1.0 billion in Ellington-managed CLOs.
For these purposes, the Ellington-managed CLO figure represents the aggregate outstanding balance of CLO notes and market
value of CLO equity, excluding any notes and equity held by other Ellington-managed funds and accounts.

Our Strategy
We intend to capitalize on current market opportunities by utilizing an opportunistic strategy that we believe will enable
us to generate attractive current yields and risk-adjusted total returns for our shareholders. In particular, our strategy consists of:
» utilizing an investment model that focuses on security selection and allocates capital to assets that balance a range of
mortgage-related risks;
» constructing and actively managing a hybrid investment portfolio consisting primarily of Agency RMBS and, to a
lesser extent, non-Agency RMBS, designed to:
o take advantage of opportunities in the Agency RMBS market by acquiring Agency RMBS on a leveraged
basis; and
o take advantage of opportunities in the non-Agency residential mortgage market by purchasing investment
grade and non-investment grade non-Agency RMBS, including senior and subordinated securities;



*  opportunistically acquiring and managing other mortgage- and real estate-related assets, such as MSRs, CRTs, CMBS,
and residential mortgage loans, that we would hold for appreciation and/or current income; and

»  opportunistically mitigating our interest rate and prepayment risk and, to a lesser extent, credit risk, by using a variety
of hedging instruments.

Our strategy is adaptable to changing market environments, subject to compliance with the income and other tests that
will allow us to maintain our qualification as a REIT for U.S. federal income tax purposes and to maintain our exclusion from
registration as an investment company under the Investment Company Act. As a result, although we intend to focus on the
acquisition and management primarily of Agency RMBS, and to a lesser extent, non-Agency RMBS, residential mortgage
loans, MSRs, CRTs, and CMBS, our acquisition and management decisions will depend on prevailing market conditions and
our targeted asset classes may vary over time in response to market conditions. To the extent that we acquire MSRs or engage
in other strategies including certain relative value trading strategies, it may be necessary to conduct such activities through a
taxable REIT subsidiary, or "TRS." The income from any such activities conducted through a domestic TRS would be subject
to U.S. federal and state corporate income tax, as applicable. Our Manager is authorized to follow very broad investment
guidelines and, as a result, we cannot predict our portfolio composition. We may change our strategy and policies without a
vote of our shareholders. Moreover, although our independent trustees may periodically review our investment guidelines and
our portfolio, they generally do not review our proposed asset acquisitions or asset management decisions.

With respect to MBS, Ellington's investment philosophy primarily revolves around the pursuit of value across various
types of MBS and related assets. Ellington seeks investments across a wide range of MBS sectors without any restriction as to
ratings, structure, or position in the capital structure. Over time and through market cycles, opportunities will present
themselves in varying sectors and in varying forms. By rotating between and allocating among various sectors of the MBS
markets and adjusting the extent to which it hedges interest rate, prepayment, and credit risks, Ellington believes that it will be
able to capitalize on the disparities between these MBS sectors as well as on overall trends in the marketplace, and therefore
provide better and more consistent returns. Disparities between MBS sectors vary from time to time and are driven by a
combination of factors. For example, as various MBS sectors fall in and out of favor, the relative yields that the market
demands for those sectors may vary. In addition, Ellington's performance projections for certain sectors may differ from those
of other market participants and such disparities will naturally cause us, from time to time, to gravitate towards certain sectors
and away from others. Disparities between MBS sectors and individual securities within such sectors may also be driven by
differences in collateral performance, in servicer behavior and in the structure of particular investments (for example, in the
timing of cash flows), and our Manager may believe that other market participants are overestimating or underestimating the
value of these differences. Furthermore, we believe that risk management, including opportunistic portfolio hedging and
prudent financing and liquidity management, is essential for consistent generation of attractive current yields and risk-adjusted
total returns.

Ellington's continued emphasis on and development of proprietary MBS, interest rate, prepayment, and credit models, as
well as other proprietary research and analytics, underscores the importance it places on a disciplined and analytical approach to
fixed income investing, especially in MBS. Our Manager uses Ellington's proprictary models to identify attractive assets, value
these assets, monitor and forecast the performance of these assets, and (subject to maintaining our qualification as a REIT)
opportunistically hedge our interest rate risk and yield spread risk, hedge our prepayment risk, and hedge our credit risk. We
leverage these skills and resources for purposes of attaining our objectives.

We believe that our Manager is uniquely qualified to implement our strategy. Our strategy is consistent with Ellington's
investment approach, which is based on its distinctive strengths in sourcing, analyzing, trading, and hedging for complex MBS
and other mortgage- and non-mortgage-related products. Furthermore, we believe that Ellington's extensive experience in
buying, selling, analyzing, and structuring fixed income securities, coupled with its broad access to market information and
trading flows, provides us with a steady flow of opportunities to acquire assets with favorable trade executions.



Our Targeted Assets

Asset Class Principal Assets

Agency RMBS * Agency RMBS collateralized by fixed rate mortgage loans, adjustable rate mortgage loans, or

"ARMs," or hybrid mortgage loans, reverse mortgages, or derivatives thereof, including:
- whole and partial pool mortgage pass-through certificates;

. Agency collateralized mortgage obligations, or "CMOs," including interest only securities, or
"I0s," principal only securities, or "POs," inverse interest only securities, or "I1Os," and inverse
floaters; and
- To-Be-Announced mortgage pass-through certificates, or "TBAs."
Non-Agency RMBS . RMBS backed by prime jumbo, Alt-A, non-QM loans, manufactured housing, and subprime
mortgages;

- RMBS backed by fixed rate mortgages, ARMs, Option-ARMs, and residential mortgage loans that
have interest rates that are fixed for a specified period of time (typically three, five, seven, or ten
years) and, thereafter, adjust to an increment over a specified interest rate index, or "hybrid ARMs";

- RMBS backed by first lien and second lien mortgages;

- RMBS backed by mortgages on single-family-rental properties;

- Investment grade and non-investment grade securities;

- Senior and subordinated securities; and

- Non-Agency CMOs, including 10s, POs, 110s, and inverse floaters.
Other - Residential mortgage loans;

- MSRs;

- CRTs;

- CMBS; and

- Other mortgage- and real estate-related assets, including asset-backed securities and certain hedging
transactions.

Agency RMBS

Residential Mortgage Pass-Through Certificates—Residential mortgage pass-through certificates represent interests in
"pools" of mortgage loans secured by residential real property where payments of both interest and principal, plus prepayments,
on the underlying residential mortgage loans are made monthly to holders of the certificates, in effect "passing through"
monthly payments made by the individual borrowers on the mortgage loans that underlie the securities, net of fees paid to the
issuer/guarantor and servicers of the securities.

Collateralized Mortgage Obligations—CMOs are structured instruments representing interests in specified mortgage loan
collateral. CMO securitizations consist of multiple classes, or "tranches," of securities, with each tranche having specified
characteristics based on the rules described in the securitization documents governing the division of the monthly principal and
interest distributions, including prepayments, from the underlying mortgage collateral among the various tranches. I1Os are
CMOs that only receive interest payments while POs receive only principal payments.

TBAs—In addition to investing in specific pools of Agency RMBS, subject to our satisfying the requirements for
qualification as a REIT, we utilize forward-settling purchases and sales of Agency RMBS where the underlying pools of
mortgage loans are TBAs. Pursuant to these TBA transactions, we agree to purchase or sell, for future delivery, Agency RMBS
with certain principal and interest terms and certain types of underlying collateral, but the particular Agency RMBS to be
delivered is not identified until shortly before the TBA settlement date. TBAs are generally liquid and have quoted market
prices and represent the most actively traded class of RMBS. TBA trading is based on the assumption that mortgage pools that
are eligible to be delivered at TBA settlement are fungible and thus the specific mortgage pools to be delivered do not need to
be explicitly identified at the time a trade is initiated.

We engage in TBA transactions for purposes of managing interest rate risk associated with our liabilities under repurchase
agreements, which we sometimes refer to herein as "repos." For tax purposes, we generally treat such TBA purchases and sales
as hedging transactions that hedge indebtedness incurred to acquire or carry real estate assets, or "qualifying liability hedges."
We also opportunistically engage in TBA transactions because we find them attractive in their own right, from a relative value
perspective or otherwise. For accounting purposes, in accordance with generally accepted accounting principles in the United
States of America, or "U.S. GAAP," we classify TBA transactions as derivatives.



Non-Agency RMBS

We acquire non-Agency RMBS backed by prime jumbo, Alt-A, non-QM, manufactured housing, and subprime
residential, and single-family-rental mortgage loans. Our non-Agency RMBS holdings can include investment grade and non-
investment grade classes, including non-rated classes.

Non-Agency RMBS are debt obligations issued by private originators of, or investors in, residential mortgage loans. Non-
Agency RMBS generally are issued as CMOs and are backed by pools of whole mortgage loans or by mortgage pass-through
certificates. Non-Agency RMBS generally are in the form of senior/subordinated structures, or in the form of excess spread/
over-collateralization structures. In senior/subordinated structures, the subordinated tranches generally absorb all losses on the
underlying mortgage loans before any losses are borne by the senior tranches. In excess spread/over-collateralization structures,
losses are first absorbed by any existing over-collateralization, then are borne by subordinated tranches and excess spread,
which represents the difference between the interest payments received on the mortgage loans backing the RMBS and the
interest due on the RMBS debt tranches, and finally are borne by senior tranches and any remaining excess spread.

Other Assets

We also may from time to time opportunistically acquire other mortgage- and real estate-related assets that may include,
among others, residential mortgage loans, MSRs, CRTs, and CMBS.

Investment Process

Our investment process benefits from the resources and professionals of our Manager and Ellington. The process is
managed by an investment and risk management committee, which includes, among others, the following three officers of our
Manager: Mr. Vranos, Mr. Penn, and Mr. Tecotzky. These officers of our Manager also serve as our Co-Chief Investment
Officer, President and Chief Executive Officer, and Co-Chief Investment Officer, respectively. The investment and risk
management committee operates under investment guidelines and meets periodically to develop a set of preferences for the
composition of our portfolio. The primary focus of the investment and risk management committee is to review and approve
our investment policies and our portfolio composition and related compliance with our investment policies and guidelines.
Under the management agreement between us and our Manager, our Manager has the authority to enter into transactions
consistent with our investment guidelines, subject to the oversight of our Board of Trustees.

Ellington has a focused investment team for each of our targeted asset classes. Each team evaluates acquisition
opportunities consistent with our investment guidelines. Our asset acquisition process includes sourcing and screening of asset
acquisition opportunities, credit analysis, due diligence, structuring, financing, and hedging, each as appropriate, to seek
attractive current yields and total returns commensurate with our risk tolerance. We also screen and monitor potential asset
acquisitions to determine their impact on maintaining our exclusion from registration as an investment company under the
Investment Company Act and our qualification as a REIT.

Valuation of Assets

Our Manager's valuation committee directs our valuation process, which is also subject to the oversight of our
independent trustees. See Note 2 of the notes to consolidated financial statements included in this report for a discussion of our
valuation process.

Risk Management

Risk management is a cornerstone of Ellington's portfolio management process. Ellington's risk management
infrastructure system includes "ELLIN," a proprietary portfolio management system used by all departments at Ellington,
including trading, research, risk management, finance, operations, accounting, and compliance. We benefit from Ellington's
comprehensive risk management infrastructure and ongoing assessment of both portfolio and operational risks. In addition, we
utilize derivatives and other hedging instruments to opportunistically manage our interest rate and yield spread risk.

Interest Rate Hedging

We opportunistically manage our interest rate risk by using various hedging strategies to mitigate such risks, subject to
maintaining our qualification as a REIT and maintaining our exclusion from registration as an investment company under the
Investment Company Act. The interest rate hedging instruments that we use and may use in the future include, without
limitation:

* interest rate swaps (including floating-to-fixed, fixed-to-floating, or more complex swaps such as floating-to-inverse
floating, callable or non-callable);

e TBAs;

¢ CMO:s;



*  U.S. Treasury securities;
e futures and forward contracts; and
»  other derivatives on interest rates, including swaptions and other options on any of the foregoing.

Because fluctuations in short-term interest rates may expose us to fluctuations in the spread between the interest we earn
on our investments and the interest we pay on our borrowings, we may seek to manage such exposure by entering into short
positions in interest rate swaps. An interest rate swap is an agreement to exchange interest rate cash flows, calculated on a
notional principal amount, at specified payment dates during the life of the agreement. Typically, one party pays a fixed interest
rate and receives a floating interest rate and the other party pays a floating interest rate and receives a fixed interest rate. Each
party's payment obligation is computed using a different interest rate. In an interest rate swap, the notional principal is generally
not exchanged.

We also utilize TBAs for interest rate hedging purposes. Pursuant to a TBA transaction, we agree to purchase or sell, for
future delivery, Agency RMBS with certain principal and interest terms and certain types of underlying collateral, but the
particular Agency RMBS to be delivered is not identified until shortly before the TBA settlement date.

Credit Risk Hedging

Although we do not operate our non-Agency RMBS investment strategy on a credit-hedged basis in general, we may from
time to time opportunistically enter into short credit positions using derivative instruments to protect against adverse credit
events with respect to our non-Agency RMBS or other assets, subject to maintaining our qualification as a REIT and
maintaining our exclusion from registration as an investment company under the Investment Company Act. The derivative
instruments that we use for credit hedging purposes may include contracts referencing various MBS indices, contracts
referencing the unsecured corporate credit, or the equity of, certain corporations, including indices on corporate debt and equity,
or other derivative instruments.

Our Financing Strategies and Use of Leverage

We finance our assets with what we believe to be a prudent amount of leverage, which will vary from time to time based
upon the particular characteristics of our portfolio, availability of financing and market conditions. As of December 31, 2022,
all of our debt financings consisted of repos. In a repo, we sell an asset to a counterparty at a discounted value, or the "Loan
Amount," and simultaneously agree to repurchase the same asset from such counterparty at a future date at a price equal to the
Loan Amount plus an interest factor. Despite being legally structured as sales and subsequent repurchases, repos are accounted
for as collateralized borrowings. During the term of a repo, we generally receive the income and other payments distributed
with respect to the underlying assets, and pay interest to the counterparty. While the proceeds of our repos are often used to
purchase the asset subject to the transaction, our financing arrangements do not restrict our ability to use proceeds from these
arrangements to support our other liquidity needs. Our repo arrangements are typically documented under the standard form
master repurchase agreement of the Securities Industry and Financial Markets Association, with the ability for both parties to
request margin (i.e., to demand that the other party post additional collateral or repay a portion of the funds advanced) should
the value of the underlying assets and posted collateral change. As the value of our collateral fluctuates, we and our repo
counterparties are required to post additional margin collateral to each other from time to time as part of the normal course of
our business. Our repo financing counterparties generally have the right, to varying degrees, to determine the value of the
underlying collateral for margining purposes, subject to the terms and conditions of our agreement with the counterparty,
including in certain cases our right to dispute the counterparty's valuation determination. As of December 31, 2022, we had
approximately $0.8 billion outstanding under repos with 16 counterparties, and given that we had approximately $112.4 million
of shareholders' equity as of December 31, 2022, our debt-to-equity ratio was 7.5 to 1. Our debt-to-equity ratio does not account
for liabilities other than debt financings.

We may utilize other types of borrowings in the future, including term facilities or other more complex financing
structures. We also may raise capital by issuing debt, preferred or common shares, or depositary shares.

Our use of leverage, especially in order to increase the amount of assets supported by our capital base, may have the effect
of increasing losses when these assets underperform. Our investment policies require no minimum or maximum leverage, and
our Manager's investment and risk management committee has the discretion, without the need for further approval by our
Board of Trustees, to change both our overall leverage and the leverage used for individual asset classes. Because our strategy
is flexible, dynamic, and opportunistic, our overall leverage will vary over time. As a result, we do not have a targeted debt-to-
equity ratio.












































































































































































































































































































