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B U S I N E S S  P R O F I L E

Founded in 2009, Two Harbors Investment Corp. has grown into a leading residential mortgage real 

estate investment trust (REIT).  We have elected to be taxed as a REIT for U.S. federal income tax 

purposes. This tax status requires that we distribute at least 90% of our REIT taxable income to our 

stockholders on an annual basis. Our team is located in St. Louis Park, Minnesota and New York 

City. Our common stock is traded on the New York Stock Exchange under the symbol “TWO.”

Our objective is to provide attractive risk-adjusted total return to our stockholders over the long 

term, primarily through dividends and secondarily through capital appreciation. We acquire and 

manage an investment portfolio of our target assets, which include the following:

• Agency RMBS, meaning residential mortgage-backed securities (RMBS) whose 

principal and interest payments are guaranteed by the Government National 

Mortgage Association (Ginnie Mae), the Federal National Mortgage Association 

(Fannie Mae), or the Federal Home Loan Mortgage Corporation (Freddie Mac);

• Mortgage servicing rights (MSR); and

• Other financial assets comprising approximately 5% to 10% of our portfolio. 

We intend to maintain a well-balanced portfolio consisting of our target assets, with a focus 

on managing various associated risks, including interest rate, prepayment, credit, mortgage 

spread and financing risk. The preservation of book value is of paramount importance to our 

ability to generate total return on an ongoing basis.



A G E N C Y  R M B S

Agency RMBS are securities collateralized  

by residential fixed rate mortgage loans, adjustable 

rate mortgage loans or derivatives thereof.  

Payments of principal and interest on Agency 

RMBS are guaranteed by Ginnie Mae, Fannie Mae, 

or Freddie Mac. Our investments in Agency RMBS 

generally take the form of either Specified Pools  

or TBA contracts.

Specified Pools are Agency RMBS collateralized  

by loans that have similar characteristics, such  

as loan balance, FICO score, loan-to-value ratio or 

geography. Specified pool prepayment speeds are 

generally more stable than generic RMBS pools. 

To-be-announced forward contracts (TBAs)  

are agreements for the purchase (long notional  

positions) or sale (short notional positions)  

of Agency RMBS. TBAs may be used as a means  

of deploying capital until targeted investments  

are available or to take advantage of temporary  

displacements, funding advantages or valuation  

differentials in the marketplace.

Agency RMBS are financed primarily through  

repurchase agreements.

M O R T G A G E  S E R V I C I N G  R I G H T S  ( M S R )

MSR entitle the servicer to receive compensation  

in return for performing servicing activities for 

the underlying mortgage loan. Our MSR business 

leverages our core competencies in prepayment 

and interest rate risk management and the MSR 

assets provide a hedge to our Agency RMBS, in 

both interest rate and mortgage spreads.

We acquire MSR through established relationships 

with originators, brokers, and other sellers in both 

bulk packages and regular daily flow commitments. 

We are a GSE-approved servicer and only own 

conventional MSR. Although we own the MSR,  

we do not directly service the mortgage loans  

underlying the MSR but rather contract with  

appropriately licensed third party subservicers  

to perform substantially all servicing functions.  

MSR assets are financed through a combination  

of repurchase agreements, revolving credit  

facilities and collateralized securitization  

transactions.

AGENCY RMBS + MSR ADVANTAGE

+ 
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2022 provided one of the most challenging market envi-

ronments in decades, marked by unprecedented volatility 

across all asset classes. This environment provided the 

opportunity to demonstrate the value in Two Harbors’ 

model: that our strategy of pairing Agency residential 

mortgage-backed securities (RMBS) with mortgage  

servicing rights (MSR), along with the active management  

of our portfolio, can dampen volatility. Notwithstanding  

the difficult market conditions, I am proud of our 

achievements for the year, and I believe the company  

is well-positioned for success moving forward.

M A R K E T S  A N D  P O R T F O L I O  U P D A T E

In response to inflation levels not seen since the 1980s, 

the Federal Reserve raised interest rates by 425 basis 

points in 2022, considerably more than the market antic-

ipated at the beginning of the year. In addition, mortgage 

spreads ranged from near record tight to record wide 

levels during the year. 

At the beginning of 2022, as mortgages hovered near 

record tight levels, we meaningfully reduced our leverage 

and RMBS exposure, and increased our allocation to MSR 

through several large bulk deals. This virtually eliminated 

our net mortgage spread risk and helped to insulate the 

portfolio from what ended up being a large widening in 

mortgage spreads. 

As interest rates repriced sharply higher, we subse-

quently adjusted our to-be-announced (TBA) pool 

position up-in-coupon, thereby improving the hedging 

correlation of our MSR and taking advantage of very 

strong dollar rolls. As mortgage spreads increased  

in the second quarter, we determined that our under-

weight position was no longer justified by the attractive 

fundamentals available in the market, and we increased 

leverage to a neutral posture. While our decision to increase  

leverage may have been premature, as mortgages cheap-

ened further in September and October, we deliberately 

allowed our leverage to move higher to an overweight  

position, before adjusting back to a more neutral position 

after spreads tightened significantly, thereby capturing 

most of that positive performance. 

Heading into 2023, we continued to rotate up-in-coupon 

in Agency RMBS given their attractive nominal yields  

and option-adjusted spreads. Regarding MSR supply,  

it is worth noting that 2022 annual transaction volume 

set a record at just over $600 billion in unpaid principal 

balance (UPB), a 32% increase over the prior year. A  

particularly interesting supply and demand imbalance  

in the MSR market has developed in the fourth quarter 

and into 2023.  As rates have risen, and origination 

volumes have slowed, many mortgage companies are 

motived to sell MSR. At the same time, some large MSR 

holders have publicly announced their decision to step 

back from the MSR market, focusing on customers with 

DEAR FELLOW STOCKHOLDERS
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whom they have more than a single touchpoint.  Given this, there is an opportunity to acquire MSR with very 

favorable return characteristics, and we plan to opportunistically allocate more capital to MSR purchases  

in the first half of 2023.

K E Y  A C H I E V E M E N T S 

We accomplished several important objectives during the year that we believe position our company for 

long-term success and will deliver value to you, our stockholders.

First, we announced that we are acquiring RoundPoint Mortgage Servicing Corporation, a 

residential mortgage loan servicer. By integrating RoundPoint’s servicing capabilities into our 

existing strategy, we expect to achieve significant cost efficiencies related to the company’s 

MSR portfolio, and we also expect there to be long-term opportunities to expand upon and le-

verage RoundPoint’s existing servicing platform and capabilities to pursue additional busi-

ness opportunities. We believe that the transaction can result in incremental annual pre-tax 

earnings of approximately $20 million, following the transfer of the company’s MSR portfolio 

to RoundPoint. The transaction is expected to close in the third quarter of 2023.

Second, we completed several important actions to optimize our liabilities and capital structure.  

We retired the remaining $143.8 million of our 6.25% convertible senior notes due in 2022. 

We also repurchased 2.9 million shares of our preferred stock at a significant discount to par, 

contributing approximately $0.26 per share to our common book value in the fourth quarter 

of 2022. 

Finally, despite the difficult investment environment of 2022, we delivered value to stock-

holders through total dividends paid of $2.64 per common share, equivalent to an average 

dividend yield of 13.8%.(1)  While our common book value did decline in the year, from $23.47 

to $17.72 per share, when including the $2.64 per common share dividends paid, we realized 

a total economic return on common book value of (13.3%)(2). While it is never satisfying to 

have a negative return, this performance compares very favorably to other Agency-focused 

peers and is a testament to our disciplined approach to managing investor capital.

C O M M I T M E N T  T O  O U R  E M P L O Y E E S  A N D  O U R  C O M M U N I T I E S

I strongly believe that our people are the foundation of our success. We have a dynamic, performance-based 

culture that is focused on driving our company forward and building long-term value for our stakeholders. We 

collectively lead and engage with each other with purpose and intent and draw strength from individuals with  

a breadth of backgrounds, knowledge and experiences. We have an unwavering commitment to promoting  

a diverse and inclusive culture, with over 50% of our employees in aggregate identifying as either female or  

racially/ethnically diverse. I’m very proud that Two Harbors has been recognized in 2022 as a “Top Workplace” 

by the Minneapolis Star Tribune, and we consider this recognition to be a testament to our employee engagement 

and collaborative culture. 
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(1)  Average dividend yield is calculated based on the dividends declared in the given period, divided by the average daily closing share price during the given period.
(2)  Economic return on common book value is defined as the increase (decrease) in common book value per common share from the beginning to the end of the given   

    period, plus dividends declared in the period, divided by common book value as of the beginning of the period. 

• 

• 

• 



Importantly, we take an active role in giving back to our 

communities. As a residential mortgage REIT, our team 

understands the important role that home ownership 

plays in our society, not just from an economic or invest-

ment standpoint, but to the health, safety and stability of 

our community members. We continue to emphasize the 

importance of supporting our local communities through 

our longstanding tradition of engagement with charitable 

organizations allied with the housing sector, particularly 

charities that offer housing support to families and chil-

dren. We provided financial contributions to each of our 

charitable partnerships to assist in local relief through 

coordinating events to provide meals, supplies and other 

essential items to those in need. 

L O O K I N G  A H E A D

While retaining some caution, we believe that the 

Federal Reserve’s actions will ultimately be success-

ful, and we anticipate that market volatility will follow 

inflation lower and provide a tailwind for RMBS and MSR. 

I believe our portfolio is very well positioned for the cur-

rent and expected market environment in 2023. While 

there will always be surprises in the mortgage market, 

our dedicated and experienced team stands ready to 

take advantage of the opportunities as they arise. 
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Sincerely,

William Greenberg

President and

Chief Executive Officer 

O N  B E H A L F  O F  O U R  T E A M 

AND THE BOARD OF DIRECTORS, 

I  T H A N K  Y O U  F O R  Y O U R 

I N T E R E S T  I N  A N D  S U P P O R T 

O F  T W O  H A R B O R S . 
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W H A T  I S  Y O U R  B A C K G R O U N D  A N D  H O W  D I D  Y O U  F I N D  Y O U R  W A Y  T O  T W O  H A R B O R S ? 

I’ve been involved in the Agency mortgage space for more than thirty years, both on the buy- and sell-side. 

Many of my previous roles focused on MBS trading and hedging in various contexts, all the while developing  

and implementing models and strategies that balance risk and profitability. I was fortunate enough to 

have been introduced to Bill Greenberg by a mutual friend, and it was quickly apparent that my experience 

and investment approach paired well with that of Two Harbors. I have joined a highly skilled and  

accomplished team and I’m confident in our ability to navigate opportunities and challenges as they arise  

in today’s rapidly changing market conditions.

W H A T  I S  Y O U R  I N V E S T M E N T  P H I L O S O P H Y  F O R  T W O  H A R B O R S ’  P O R T F O L I O ? 

Grounded in the core competencies of understanding and managing interest rate and prepayment risk,  

our philosophy is focused on generating long-term value for our stockholders. We dynamically manage  

our investment portfolio of Agency RMBS and MSR, which helped our performance in 2022. We do this  

with an acute focus on mitigating risks through prudently using leverage and hedging our interest rate  

and mortgage spread exposures.

W H A T  H A V E  B E E N  Y O U R  K E Y  P R I O R I T I E S  S I N C E  J O I N I N G  T W O  H A R B O R S ? 

First and foremost, my priority has been working with our investment team on navigating an extremely vol-

atile and challenging market environment. Within the past year, the market experienced both near record 

tight and record wide spreads. We actively managed our positioning in Agency RMBS and MSR to adjust  

our exposures to benefit returns when market conditions became extraordinary. 

We’ve also been focused on growing our investments in MSR. With the acquisition of residential mortgage 

loan servicer RoundPoint Mortgage Servicing Corporation, which is expected to close in the third quarter  

of 2023, we believe that we will be able to realize several benefits related to our MSR portfolio. These  

benefits include: (1) incremental annual pre-tax earnings of approximately $20 million, following the transfer 

of our MSR portfolio to RoundPoint; (2) greater control over our MSR portfolio by acting as our own servicer; 

and (3) long-term opportunities to expand on RoundPoint’s existing servicing platform. 

WHAT DO YOU SEE AS THE GREATEST OPPORTUNITY FOR THE MORTGAGE MARKET IN 2023? 

Broadly speaking, I’m excited by the current landscape of wide spreads for RMBS combined with attrac tive  

opportunities to acquire more MSR. The suspension of the Federal Reserve’s purchasing of MBS concurrent  

with the rise in interest rates and volatility, widened nominal MBS spreads by 80bp in 2022 to around the 

90th percentile over a 20-year history. Current levered return of MBS are very sup portive of our strategy. 

As we discussed in our fourth quarter 2022 earnings call, there is a record amount of MSR supply coming 

to market due to a combination of factors. We believe we are uniquely positioned to capitalize on this op-

portunity in our Agency plus MSR strategy.

AN INTERVIEW 
WITH NEWLY APPOINTED CIO, NICK LETICA
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C A U T I O N A R Y  N O T E  R E G A R D I N G  F O R W A R D - L O O K I N G  S T A T E M E N T S :  Certain statements in this Annual Report that are 
neither reported financial results nor other historical information are forward-looking statements. Forward-looking statements are 
not guarantees of future performance and involve risks and uncertainties, including those described in our Annual Report on Form 
10-K for the year ended December 31, 2022, and any subsequent Quarterly Reports on Form 10-Q, under the caption “Risk Factors.”  
Our actual results and our plans and objectives may differ materially from those expressed in any forward-looking statements  
expressed herein, and you are cautioned not to place undue reliance on them.

T W O  H A R B O R S  I N V E S T M E N T  C O R P . ,  a Maryland corporation, is a real estate investment trust that invests in residential mortgage-
backed securities, mortgage servicing rights and other financial assets. Two Harbors is headquartered in St. Louis Park, Minnesota.



















































































































































































































































B O A R D  O F  D I R E C T O R S 
Stephen G. Kasnet

Chairman of the Board of Directors 

 

E. Spencer Abraham

Independent Director

James J. Bender

Independent Director

William Greenberg

President and Chief Executive Officer  

Karen Hammond

Independent Director

W. Reid Sanders

Independent Director

 

James A. Stern

Independent Director 

 

Hope B. Woodhouse

Independent Director

E X E C U T I V E  O F F I C E R S
William Greenberg

President and Chief Executive Officer 

Nicholas Letica

Vice President and Chief Investment Officer  

Rebecca B. Sandberg

Vice President, General Counsel, Secretary 

and Chief Compliance Officer 

Mary Riskey

Vice President and Chief Financial Officer

Robert Rush

Vice President and Chief Risk Officer

Alecia Hanson

Vice President and Chief Administrative Officer

Jason Vinar

Vice President and Chief Operating Officer

Matthew Keen

Vice President and Chief Technology Officer 

A N N U A L  R E P O R T  M E E T I N G  O F  S H A R E H O L D E R S 
Two Harbors’ stockholders are invited to attend  

our 2023 Annual Meeting of Stockholders, which  

will be held virtually on May 17, 2023, beginning  

at 10 a.m. Eastern Time. Stockholders can attend  

the virtual annual meeting via the internet at 

www.virtualshareholdermeeting.com/TWO2023.

C O R P O R A T E  H E A D Q U A R T E R S 
Two Harbors Investment Corp.

1601 Utica Ave. S.

Suite 900

St. Louis Park, MN 55416

Telephone: 612.453.4100

www.twoharborsinvestment.com

I N V E S T O R  A N D  M E D I A  C O N T A C T
Maggie Karr

612.453.4080

investors@twoharborsinvestment.com

S T O C K  E X C H A N G E
Two Harbors’ common stock is listed on the NYSE  

under the symbol “TWO”.

T R A N S F E R  A G E N T
Equiniti Trust Company

P.O. Box 64856

St. Paul, MN 55164-0856

Telephone: 800.468.9716

Outside the U.S.: 651.450.4064

www.shareowneronline.com

D I V I D E N D  R E I N V E S T M E N T  
A N D  D I R E C T  S T O C K  P U R C H A S E  P L A N
Two Harbors maintains a Dividend Reinvestment  

and Direct Stock Purchase Plan that is administered

by Equiniti Trust Company. The plan prospectus and 

additional plan information is available on the Two

Harbors website in the Investors section.

I N D E P E N D E N T  R E G I S T E R E D  
P U B L I C  A C C O U N T I N G  F I R M
Ernst & Young LLP

220 South Sixth Street

Suite 1400

Minneapolis, MN 55402

612.343.1000

COMPANY INFORMATION



1601 Utica Ave. S.

Suite 900

St. Louis Park, MN 55416 

612.453.4100  
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