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xbrli:shares arr:dealer arr:lawsuit arr:defendant arr:counterparty arr:director

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended June 30, 2018
OR

oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

ARMOUR RESIDENTIAL REIT, INC.
(Exact name of registrant as specified in its charter)

Maryland 001-34766 26-1908763
(State or other jurisdiction of incorporation or
organization)

(Commission File
Number)

(I.R.S. Employer Identification
No.)

3001 Ocean Drive, Suite 201, Vero Beach, FL  32963
(Address of principal executive offices)(zip code)

(772) 617-4340
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days.    YES x NO o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    YES x NO o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer" "smaller reporting company" and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer x          Accelerated filer o Non-accelerated filer o (Do not check if a smaller reporting
company)  

Smaller reporting company o              Emerging growth company o
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If an emerging growth company, indicate by a check mark if the registrant has elected not to use the extended
transition period for complying with any new or revised financial accounting standards provided pursuant to Section
13(a) of the Exchange Act o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YES o NO x

The number of outstanding shares of the Registrant’s common stock as of July 24, 2018 was 41,928,133.
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3
PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

ARMOUR Residential REIT, Inc.
CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands, except per share)

June 30,
2018

December
31, 2017

Assets
Cash $335,548 $265,232
Cash collateral posted to counterparties 9,653 17,162
Investments in securities, at fair value
Agency Securities (including pledged securities of $5,816,453 at
June 30, 2018 and $7,094,766 at December 31, 2017) 6,253,312 7,478,966
Credit Risk and Non-Agency Securities (including pledged securities
of $831,040 at June 30, 2018 and $974,372 at December 31, 2017) 957,752 975,829
Interest-Only Securities 23,415 25,752
Receivable for unsettled sales (including pledged securities of
$216,292 at June 30, 2018) 216,292 —
Derivatives, at fair value 173,863 37,211
Accrued interest receivable 19,329 22,165
Prepaid and other 2,814 1,600
Subordinated loans due from BUCKLER Securities LLC 105,000 105,000
Total Assets $8,096,978 $8,928,917
Liabilities and Stockholders’ Equity
Liabilities:
Repurchase agreements $6,254,189 $7,555,917
Cash collateral posted by counterparties 161,934 29,593
Payable for unsettled purchases 462,325 —
Derivatives, at fair value 177 7,948
Accrued interest payable- repurchase agreements 6,037 6,452
Accounts payable and other accrued expenses 5,808 2,956
Total Liabilities $6,890,470 $7,602,866

Commitments and contingencies (Note 10)

Stockholders’ Equity:
Preferred stock, $0.001 par value, 50,000 shares authorized;
8.250% Series A Cumulative Preferred Stock; 2,181 issued and
outstanding ($54,514 aggregate liquidation preference) 2 2
7.875% Series B Cumulative Preferred Stock; 6,369 and 6,262
shares issued and outstanding at June 30, 2018 and December 31,
2017 ($159,232 and $156,560 aggregate liquidation preference,
respectively)

6 6

Common stock, $0.001 par value, 125,000 shares authorized,
41,928 and 41,877 shares issued and outstanding at June 30, 2018

42 42
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and December 31, 2017
Additional paid-in capital 2,713,258 2,709,335
Accumulated deficit (1,361,701 ) (1,363,223 )
Accumulated other comprehensive loss (145,099 ) (20,111 )
Total Stockholders’ Equity $1,206,508 $1,326,051
Total Liabilities and Stockholders’ Equity $8,096,978 $8,928,917

See financial statement notes (unaudited).
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4
ARMOUR Residential REIT, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except per share)

For the Three
Months Ended June
30,

For the Six Months
Ended June 30,

2018 2017 2018 2017
Interest Income:
Agency Securities, net of amortization of
premium and fees $47,809 $44,937 $100,062 $89,018
Credit Risk and Non-Agency Securities, including
discount accretion 14,330 14,514 28,336 28,412
Interest-Only Securities 417 577 859 1,180
U.S. Treasury Securities 2,805 — 3,649 —
BUCKLER Subordinated loans 430 — 1,054 —
Total Interest Income $65,791 $60,028 $133,960 $118,610
Interest expense- repurchase agreements (35,706 ) (20,516 ) (67,724 ) (38,580 )
Net Interest Income $30,085 $39,512 $66,236 $80,030
Other Income (Loss):
Realized loss on sale of Agency Securities
(reclassified from Other comprehensive income
(loss))

(25,316 ) (460 ) (57,919 ) (11,614 )

Other than temporary impairment of Agency
Securities (reclassified from Other
comprehensive income)

— (10,338 ) (12,090 ) (10,338 )

Gain (loss) on Credit Risk and Non-Agency
Securities (3,234 ) 30,211 (1,951 ) 54,495
Gain (loss) on Interest-Only Securities (450 ) 1,286 (152 ) (2,457 )
Loss on U.S. Treasury Securities (8,884 ) — (6,308 ) —
Subtotal $(37,884 ) $20,699 $(78,420 ) $30,086
Realized gain (loss) on derivatives (1) (14,341 ) 9,641 (52,945 ) (2,608 )
Unrealized gain (loss) on derivatives 45,054 (30,789 ) 142,255 (7,021 )
Subtotal $30,713 $(21,148 ) $89,310 $(9,629 )
Total Other Income (Loss) $(7,171 ) $(449 ) $10,890 $20,457
Expenses:
Management fees 6,803 6,523 13,604 13,044
Professional fees 1,340 1,499 2,512 2,379
Insurance 165 196 330 473
Compensation 995 496 1,972 973
Other 49 650 399 1,201
Total Expenses $9,352 $9,364 $18,817 $18,070
Net Income $13,562 $29,699 $58,309 $82,417
Dividends on preferred stock (4,259 ) (3,905 ) (8,513 ) (7,811 )
Net Income available to common
stockholders $9,303 $25,794 $49,796 $74,606
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Net Income per share available to common
stockholders (Note 13):
Basic $0.22 $0.70 $1.19 $2.03
Diluted $0.22 $0.70 $1.18 $2.03
Dividends declared per common share $0.57 $0.57 $1.14 $1.14
Weighted average common shares outstanding:
Basic 41,912 36,782 41,900 36,753
Diluted 42,328 36,798 42,316 36,769

(1) Interest expense related to our interest rate swap contracts is recorded in realized gain
(loss) on derivatives on the consolidated statements of operations. For additional information,
see financial statement Note 9.

See financial statement notes (unaudited).

Edgar Filing: Armour Residential REIT, Inc. - Form 10-Q

16



5
ARMOUR Residential REIT, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)
(in thousands)

For the Three
Months Ended
June 30,

For the Six Months
Ended June 30,

2018 2017 2018 2017
Net Income $13,562 $29,699 $58,309 $82,417
Other comprehensive income (loss):
Reclassification adjustment for realized loss on
sale of available for sale Agency Securities 25,316 460 57,919 11,614
Reclassification adjustment for other than
temporary impairment of available for sale Agency
Securities

— 10,338 12,090 10,338

Net unrealized gain (loss) on available for sale
Agency Securities (49,587 ) 15,182 (194,997 ) 21,296
Other comprehensive income (loss) $(24,271 ) $25,980 $(124,988 ) $43,248
Comprehensive Income (Loss) $(10,709 ) $55,679 $(66,679 ) $125,665

See financial statement notes (unaudited).
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6
ARMOUR Residential REIT, Inc.
CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (UNAUDITED)
(in thousands)

Preferred Stock Common Stock
8.250% Series A 7.875% Series B

SharesPar
Amount

Additional
Paid-in
Capital

SharesPar
Amount

Additional
Paid-in
Capital

SharesPar
Amount

Additional
Paid-in
Capital

Total
Additional
Paid-in
Capital

Accumulated
Deficit

Accumulated
Other
Comprehensive
Income
(Loss)

Total

Balance,
January
1, 2017

2,181 $2 $53,172 6,262 $6 $151,515 41,877 $42 $2,504,648 $2,709,335 $(1,363,223 ) $(20,111 ) $1,326,051

Series A
Preferred
dividends

— — — — — — — — — — (2,249 ) — (2,249 )

Series B
Preferred
dividends

— —
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