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ARMOUR RESIDENTIAL REIT, INC.
3001 Ocean Drive

Suite 201

Vero Beach, Florida 32963

Telephone: (772) 617-4340

April 4, 2018

Dear Stockholder:

You are cordially invited to attend the 2018 annual meeting of stockholders of ARMOUR Residential REIT, Inc. We
will hold the meeting on Tuesday, May 15, 2018, at 8:00 a.m. (EDT) at the Vero Beach Hotel & Spa, 3500 Ocean
Drive, Vero Beach, Florida 32963. We hope that you will be able to attend. Your voice and your vote are very
important to us. We look forward to the opportunity to meet with stockholders in person at the annual meeting.

Whether or not you plan to attend the annual meeting in person, your shares should be represented and voted. After
reading the enclosed proxy statement, please vote your shares as soon as possible. Stockholders may vote in person at
the annual meeting, by completing and returning a proxy card or by telephone or Internet, as further explained in the
proxy statement. Submitting a vote before the annual meeting will not preclude you from voting in person at the
annual meeting should you decide to attend. In addition, this proxy statement, the notice of annual meeting, the proxy
card and our 2017 annual report will be mailed or made accessible via the Internet on the Company’s website at
www.armourreit.com on or about April 4, 2018.

On behalf of our Board of Directors, I extend our appreciation for your continued support.
Sincerely,

Scott J. Ulm
Co-Chief Executive Officer and Co-Vice Chairman
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS ON MAY 15, 2018

The annual meeting of stockholders of ARMOUR Residential REIT, Inc. (“ARMOUR”) will be held on Tuesday,
May 15, 2018 at 8:00 a.m. (EDT) at the Vero Beach Hotel & Spa, 3500 Ocean Drive, Vero Beach, Florida 32963, for
the purpose of considering and acting on the following proposals:

To elect nine (9) directors to ARMOUR’s Board of Directors until our 2019 annual meeting of stockholders and
until their successors are duly elected and qualified;
To ratify the appointment of Deloitte & Touche LLP (“Deloitte”) as ARMOUR’s independent registered certified
public accountants for fiscal year 2018;

To approve, by a non-binding advisory vote, ARMOUR’s 2017 executive

compensation; and
To transact any other business as may properly come before the annual meeting or any adjournments or
postponements of the meeting.

ey
2)
3)
“)

Only holders of ARMOUR’s common stock of record at the close of business on March 23, 2018, the record date and
time fixed by ARMOUR’s Board of Directors, are entitled to notice of and to vote at the annual meeting. Additional
information regarding the proposals to be acted on at the annual meeting can be found in the accompanying proxy
statement.

Our Board of Directors unanimously recommends that you vote your shares “FOR” proposals 1, 2 and 3.

By Order of the Board of Directors,

Scott J. Ulm

Co-Chief Executive Officer and Co-Vice Chairman
April 4, 2018
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NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS

In accordance with the rules of the Securities and Exchange Commission, we are furnishing our proxy materials,
including this proxy statement and our 2017 annual report, to our stockholders via the Internet. During the week of
April 4, 2018, we will mail to certain of our stockholders a Notice of Internet Availability of Proxy Materials (the
“Notice of Internet Availability”) that contains instructions on how to access our proxy materials on the Internet. The
Notice of Internet Availability also contains instructions on how to vote via the Internet or by telephone. Other
stockholders, in accordance with their prior requests, will receive an email with instructions on how to access our
proxy materials and vote via the Internet, or will be mailed paper copies of our proxy materials and a proxy card or
voting form. Stockholders may request to receive all future proxy materials in printed form by mail or electronically
by email by following the instructions contained in the Notice of Internet Availability.

Important Notice Regarding the Availability of Proxy Materials
for the ARMOUR Annual Meeting of Stockholders to be held on May 15, 2018

This proxy statement and our 2017 annual report are available online at www.armourreit.com.
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ADMISSION TO THE 2018 ANNUAL MEETING

An admission ticket (or other proof of share ownership) and some form of government-issued photo identification
(such as a valid driver’s license or passport) will be required for admission to ARMOUR’s 2018 annual meeting of
stockholders. Only stockholders who own common stock as of the close of business on March 23, 2018 and invited
guests will be entitled to attend the meeting. An admission ticket will serve as verification of your ownership.

If your shares are registered in your name, an admission ticket will be held for you at the check-in area at the annual
meeting.

If your shares are held in a bank or brokerage account, contact your bank or broker to obtain a written legal proxy in
order to vote your shares at the meeting. If you do not obtain a legal proxy from your bank or broker, you will not be
entitled to vote your shares, but you can still attend the annual meeting if you bring a recent bank or brokerage
statement showing that you owned common stock on March 23, 2018.

If you plan to attend the annual meeting, you can obtain directions to the Vero Beach Hotel & Spa from the hotel’s
website at http://www.verobeachhotelandspa.com.

3
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PROXY STATEMENT

This proxy statement is furnished in connection with the solicitation of proxies by the board of directors of ARMOUR
Residential REIT, Inc. (“Board” or “Board of Directors”) for the 2018 annual meeting of stockholders to be held on
Tuesday, May 15, 2018, at 8:00 a.m. (EDT) (the “annual meeting”). In this 2018 proxy statement (the “proxy statement”),
except where the context suggests otherwise, references to “we,” “us,” “ARMOUR” or the “Company” are to ARMOUR
Residential REIT, Inc. and its subsidiaries.

Questions and Answers about Proxy Materials, the Annual Meeting and Voting Your Common Shares
Why am I receiving these materials?

The Board has made these proxy materials available to you on the Internet, or has delivered printed versions of these
materials to you by mail, in connection with the solicitation of proxies for use at the annual meeting. As a stockholder,
you are invited to attend the annual meeting and are requested to vote on the proposals described in this proxy
statement. This proxy statement includes information that we are required to provide to you under Securities and
Exchange Commission (“SEC”) rules and is designed to assist you in voting your shares.

Why did I receive a notice in the mail regarding the Internet availability of the proxy materials instead of a paper copy
of the proxy materials?

In accordance with rules adopted by the SEC, we may furnish proxy materials, including this proxy statement and our
2017 annual report to our stockholders, by providing access to such documents over the Internet instead of mailing
printed copies. Most stockholders will not receive printed copies of the proxy materials. Instead, the Notice of Internet
Availability, which was mailed to most of our stockholders, will instruct you as to how you may access and review all
of the proxy materials on the Internet. If you would like to receive a paper copy of our proxy materials, you should
follow the instructions for requesting such materials in the Notice of Internet Availability.

Who is entitled to vote?

Each holder of record of ARMOUR common stock as of the close of business on March 23, 2018, the record date for
the annual meeting, is entitled to attend and vote at the annual meeting.

How many votes do I have?

Every holder of a share of common stock on the record date will be entitled to one vote per share for each director to
be elected at the annual meeting and to one vote per share on each other matter presented at the annual meeting. As of
the close of business on March 23, 2018, the record date for the annual meeting, there were 41,898,404 shares of
common stock outstanding and entitled to vote at the annual meeting.

What proposals are being presented at the annual meeting?

ARMOUR intends to present proposals numbered 1, 2 and 3 for stockholder consideration and voting at the annual
meeting. These proposals are for:

(1)Election of nine (9) members of ARMOUR’s Board of Directors;

@) Ratification of the appointment of Deloitte & Touche LLP (“Deloitte”) as ARMOUR’s independent registered
certified public accountants for fiscal year 2018; and

(3) Approval, by a non-binding advisory vote, of ARMOUR’s 2017 executive compensation.
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Other than the matters set forth in this proxy statement and matters incident to the conduct of the annual meeting, we
do not know of any business or proposals to be considered at the annual meeting. If any other business
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is proposed and properly presented at the annual meeting, the proxies received from our stockholders give the proxy
holders the authority to vote on such matter in their discretion.

How does the Board recommend that I vote?
The Board unanimously recommends that you vote your shares:

(1)“FOR? the election of each of the nine (9) nominees as directors;

@) “FOR?” the ratification of the appointment of Deloitte as ARMOUR’s independent registered certified public
accountants for fiscal year 2018; and

(3)“FOR” the approval, by a non-binding advisory vote, of ARMOUR’s 2017 executive compensation.

How do I attend the annual meeting?

All stockholders are invited to attend the annual meeting. An admission ticket (or other proof of share ownership) and
some form of government-issued photo identification (such as a valid driver’s license or passport) will be required for
admission to the annual meeting. Only stockholders who own common stock as of the close of business on March 23,
2018 and invited guests will be entitled to attend the meeting. An admission ticket will serve as verification of your
ownership. Registration will begin at 7:30 a.m. (EDT) and the annual meeting will begin at 8:00 a.m. (EDT).

If your shares are registered in your name and if you received your proxy materials by mail and voted by completing
your proxy card or voted by telephone or Internet and indicated that you plan to attend the meeting, an admission
ticket will be held for you at the check-in area at the annual meeting.

If your ARMOUR shares are held in a bank or brokerage account, contact your bank or broker to obtain a written
legal proxy in order to vote your shares at the meeting. If you do not obtain a legal proxy from your bank or broker,
you will not be entitled to vote your shares, but you can still attend the annual meeting if you bring a recent bank or
brokerage statement showing that you owned our common stock on March 23, 2018. You should report to the
check-in area for admission to the annual meeting.

What is a proxy?

A “proxy” allows someone else (the “proxy holder”) to vote your shares on your behalf. Our Board of Directors is asking
you to allow either of the following persons to vote your shares at the annual meeting: Jeffrey J. Zimmer or Scott J.
Ulm.

How do I vote?

If your ARMOUR shares are registered in your name you may vote your shares in person at the annual meeting by
completing and returning a proxy card, or by telephone or Internet as set forth in the proxy card or Notice of Internet
Availability mailed to you. If you hold your common stock in an account with a bank or broker (i.e. in “street name”),
you may vote by following the instructions on the voting instruction card provided to you by your bank or broker.

May I change or revoke my vote?

Yes. You may change your vote in one of several ways at any time before your proxy is exercised:

Submit another proxy card (or voting instruction card) with a date later than your previously delivered proxy card (or
voting instruction card) before the annual meeting;

Notify Jeffrey J. Zimmer or Scott J. Ulm in writing, addressed to either of them at: ARMOUR Residential REIT, Inc.,
3001 Ocean Drive, Suite 201, Vero Beach, Florida 32963, before the annual
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meeting that you are revoking your proxy or, if you hold your shares in “street name,” follow the instructions on the
voting instruction card;

% ote again via the Internet or by telephone before the annual meeting; or

.If you are a holder of record, or a beneficial owner with a proxy from the holder of record, vote in person at the annual
meeting.

What is a quorum?

A quorum is necessary to hold a valid meeting. The presence, in person or by proxy, of stockholders entitled to cast a
majority of all the votes entitled to be cast at such meeting on any matter shall constitute a quorum for the conduct of
business.

What vote is required in order to approve each proposal?

For Proposal 1: Election of Directors, the affirmative vote of the holders of common stock having a majority of the
votes cast on such proposal at the annual meeting is required. See “The Board of Directors, Its Committees and Other
Corporate Governance Information - Corporate Governance - Majority Voting for Directors and Director Resignation
Policy.” For Proposal 2: Ratification of the Appointment of Independent Registered Certified Public Accountants, the
affirmative vote of the holders of common stock having a majority of the votes cast on such proposal at the annual
meeting is required. For Proposal 3: Advisory Vote Approving Executive Compensation, the affirmative vote of the
holders of common stock having a majority of the votes cast on such proposal at the annual meeting is required.

A “broker non-vote” occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal
because the nominee does not have discretionary voting power with respect to that item and has not received
instructions from the beneficial owner. Under the rules of the New York Stock Exchange (“NYSE”), a broker does not
have the discretion to vote on Proposal 1 - Election of Directors and Proposal 3 - Advisory Vote Approving Executive
Compensation. As a result, no broker will have the discretion to vote on Proposal 1 and Proposal 3, but will have the
discretion to vote on Proposal 2.

Accordingly, for Proposals 1 and 3 above, shares of common stock that are represented by broker non-votes are not
included in the determination of the common stock voting on such matter and will not have an effect on the votes, but
are counted for quorum purposes. For Proposal 2 above, shares of common stock which are represented by broker
non-votes are included in the determination of the common stock voting on such matter and are counted for quorum
purposes. For all three Proposals above, shares which abstain from voting on any matter are counted for quorum
purposes.

Who will bear the cost of soliciting proxies?
The cost of soliciting proxies will be borne by the Company. In addition to solicitation by mail, solicitations may also

be made by telephone, telegram, facsimile, email or in person by directors, officers or other personnel of the
Company, who will receive no additional compensation for such services.

11
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PROPOSAL 1 - ELECTION OF DIRECTORS
Director Nominees

ARMOUR’s Board of Directors is currently comprised of nine (9) members. The nine (9) nominees are listed below.
All nine nominees are presently directors of ARMOUR.

If instructed, the persons named on the accompanying proxy card will vote for the election of the nominees named
below to serve for the ensuing year and until their successors are elected and qualified. If any nominee for director
shall become unavailable (which management has no reason to believe will be the case), it is intended that the shares
represented by the enclosed proxy card will be voted for any such replacement or substitute nominee as may be
nominated by our Board.

Director Nominees Age Director Since Current Positions

Scott J. Ulm 59 2009 Co-Chief Executive Officer, Co-Vice Chairman and Chief Risk Officer
Jeffrey J. Zimmer 60 2009 Co-Chief Executive Officer, Co-Vice Chairman and President

Daniel C. Staton 65 2009 Non-Executive Chairman

Marc H. Bell 50 2009 Director

Carolyn Downey 68 2013 Independent Director

Thomas K. Guba 67 2009 Lead Independent Director

Robert C. Hain 64 2009 Independent Director

John P. Hollihan, IIT 68 2009 Independent Director

Stewart J. Paperin 70 2009 Independent Director

The following is a brief biographical statement for each director nominee:

Scott J. Ulm has been the Co-Chief Executive Officer, Co-Vice Chairman and Chief Risk Officer of ARMOUR since
November 2009. Mr. Ulm was the Chief Investment Officer until March 2018 when Mr. Gruber assumed that

position. Mr. Ulm was a Co-Managing Member of ARMOUR Residential Management, LLC, our external manager
(“ARRM?”), from March 2008 until December 2014. Since December 2014, Mr. Ulm has been the managing member of
the entity that acts as one of the general partners of ARMOUR Capital Management LP, the successor to ARRM as
our external manager (“ACM”). Mr. Ulm has also served as the Co-Chief Executive Officer, Co-Vice Chairman, Chief
Investment Officer and Head of Risk Management of JAVELIN, formerly a publicly-traded real estate investment

trust (“REIT”). In April 2016, JAVELIN was acquired by ARMOUR pursuant to a tender offer and subsequent
second-step merger (the “Merger”). Pursuant to the Merger, JAVELIN became a wholly-owned, qualified REIT
subsidiary of ARMOUR and delisted its common stock from the NYSE. Mr. Ulm has also been a director of
JAVELIN, since the Merger. JAVELIN is also externally-managed by ACM. Mr. Ulm has also served as the Co-Chief
Executive Officer of Staton Bell Blank Check LLC, the sub-manager to ACM (“SBBC”), since January 2015. Mr. Ulm
also serves as Chairman of the Board and Head of Corporate Finance for BUCKLER Securities LLC (“BUCKLER”), an
affiliate of ACM that operates as a FINRA-registered broker-dealer and provides trading and investment banking
services to other financial institutions. Mr. Ulm is also the Chairman of the Board of Cary Institute of Ecosystems
Studies. Mr. Ulm is also the 1st Vice President of the Nantucket Community Sailing and a member of its Investment
and Audit Committees. Mr. Ulm has nearly 30 years of structured finance and debt capital markets experience,
including mortgage-backed securities. Mr. Ulm has advised numerous U.S., European, and Asian financial institutions
and corporations on balance sheet and capital raising matters. From 2005 to 2009, Mr. Ulm was Chief Executive
Officer of Litchfield Capital Holdings. From 1986 to 2005, he held a variety of senior positions at Credit Suisse both
in New York and London, including Global Head of Asset-Backed Securities, Head of United States and European
Debt Capital Markets and the Global Co-Head of Collateralized Debt Obligations, both cash and synthetic. While at
Credit Suisse, Mr. Ulm was responsible for the underwriting and execution of
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more than $100 billion of mortgage- and asset-backed securities. At Credit Suisse, he was a member of the Fixed
Income Operating Committee and the European Investment Banking Operating Committee. Mr. Ulm holds a B.A.
summa cum laude from Ambherst College, an M.B.A. from Yale School of Management and a J.D. degree from Yale
Law School.

As aresult of Mr. Ulm’s 30 plus years of experience in structured finance and debt capital markets, including
mortgage-backed securities, he is able to provide valuable business, leadership, and management advice to our Board
of Directors in many critical areas.

Jeffrey J. Zimmer has been the Co-Chief Executive Officer, Co-Vice Chairman and President of ARMOUR since
November 2009. Mr. Zimmer also served as Chief Financial Officer of ARMOUR from November 2009 to September
2012 and the Secretary of ARMOUR from November 2009 to March 2014. Mr. Zimmer was a Co-Managing Member
of ARRM from March 2008 until December 2014. Since December 2014, Mr. Zimmer has been the managing
member of the entity that acts as one of the general partners of ACM.Mr. Zimmer has also been the Co-Chief
Executive Officer, Co-Vice Chairman and President of JAVELIN, since June 2012, and a director of JAVELIN, since
the Merger. Mr. Zimmer has also served as the Co-Chief Executive Officer of SBBC since January 2015. Mr.
Zimmer has significant experience in the mortgage-backed securities market over a 30 plus year period. From
September 2003 through March 2008, he was the co-founder and Chief Executive Officer of Bimini Capital
Management, Inc., a publicly-traded REIT. From 1990 to 2003, he was a managing Director at RBS/Greenwich
Capital in the Mortgage-Backed and Asset-Backed Department where he held various positions that included working
closely with some of the nation’s largest mortgage banks, hedge funds and investment management firms on various
mortgage-backed securities investments. Mr. Zimmer was employed at Drexel Burnham Lambert in the institutional
mortgage-backed sales area from 1984 until 1990. Mr. Zimmer also is the sole owner and manager of Zimmer
Advisors LLC, which advises one client, with total capital of under $20 million, on investing and financing mortgage
bonds. He received his M.B.A. degree in finance from Babson College and a B.A. degree in economics and speech
communication from Denison University.

As aresult of Mr. Zimmer’s 30 plus years of experience in the mortgage-backed securities market, including serving as
president and chief executive officer of other publicly-traded mortgage REITs, he is able to provide valuable business,
leadership, and management advice to our Board of Directors in many critical areas.

Daniel C. Staton has been the Non-Executive Chairman of ARMOUR since November 2009 and was the President,
Chief Executive Officer and Director of Enterprise Acquisition Corp., a blank check company formed for the purpose
of acquiring an operating business (“Enterprise”), from its inception in 2007 until its merger with ARMOUR in
November 2009. Mr. Staton was also the Non-Executive Chairman of JAVELIN from June 2012 until the Merger in
April 2016. Since January 2015, Mr. Staton has indirectly owned a minority limited partnership interest in ACM. Mr.
Staton has more than 15 years of experience sourcing private equity and venture capital investments. Mr. Staton also
served as Chairman of the Board of Storage Realty Trust from 1997 to 1999, when he led its merger with Public
Storage (NYSE: PSA), where he has continued to serve as a Director since the merger. Mr. Staton has served as a
director of Terran Orbital, an aerospace company that designs and manufactures nanosatellites for the U.S.
government and military (“Terran Orbital”), since July 2014 and Here Today, a chain of discount retail stores in the
Midwest (“Here Today”), since July 2012. Since February 2003, he has been Managing Director of the private equity
firm, Staton Capital LLC, and also served as the Chairman of the Board of FriendFinder Networks Inc.
(“FriendFinder”), an Internet-based social networking and multimedia entertainment company, from October 2004 until
June 2012. Mr. Staton was a Co-Chairman of the Board of FriendFinder, which went public in May 2011, from July
2012 to December 2013, and a consultant to FriendFinder from October 2012 until December 2013. Under Mr.
Staton's leadership as Co-Chairman of the Board, FriendFinder was strategically restructured pursuant to a consensual
prepackaged plan of reorganization in federal bankruptcy court effective in 2013. Between 1997 and 2007, Mr. Staton
was President of The Walnut Group, a private investment firm, where he served as initial investor and Director of
Build-A-Bear Workshop, the initial investor in Deal$: Nothing Over a Dollar (until its sale to Supervalu Inc.), and
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Director of Skylight Financial. Prior to The Walnut Group, Mr. Staton was General Manager and Partner of Duke
Associates from 1981 until its initial public offering in 1993, and then served as Chief Operating Officer and Director
of Duke Realty Investments, Inc. (NYSE: DRE) until 1997. Mr. Staton supplements his professional network by
co-producing and investing in numerous Broadway musicals as well

8

15



Edgar Filing: Armour Residential REIT, Inc. - Form DEF 14A

as with relationships with not-for-profit organizations. Mr. Staton majored in Finance at the University of Missouri
and holds a B.S. degree in Specialized Business from Ohio University and a B.S. degree in Business (Management)
from California Coast University.

Mr. Staton has extensive experience serving on the boards of directors of private and public companies and sourcing
private equity and venture capital investments and brings significant corporate governance expertise to our Board of
Directors.

Marc H. Bell has been a director of ARMOUR since November 2009 and was the Chairman of the Board of Directors
and Treasurer of Enterprise from its inception in 2007 until its merger with ARMOUR in November 2009. Mr. Bell
was also a director of JAVELIN from June 2012 until the Merger in April 2016. Since January 2015, Mr. Bell has
indirectly owned a minority limited partnership interest in ACM. He is a co-founder and has been the Chairman of
Terran Orbital since its inception in July 2014. Mr. Bell has served as director of Here Today since September 2015.
Mr. Bell founded Marc Bell Capital, LLC, an investment firm which invests in diverse industries, including media,
entertainment, real estate, technology, Internet and consumer brands, in July 2003. Mr. Bell previously served as the
Chief Executive Officer of FriendFinder, from October 2004 to June 2012, the President from October 2004 until
March 2012, the Co-Chairman of the Board of FriendFinder from July 2012 to December 2013, a consultant to
FriendFinder from October 2012 to December 2013, and its Chief Strategy Officer during 2012. Under Mr. Bell's
leadership as Co-Chairman of the Board, FriendFinder was strategically restructured pursuant to a consensual
prepackaged plan of reorganization in federal bankruptcy court effective in 2013. Previously, Mr. Bell was the
founder and President of Globix Corporation, a full-service commercial Internet Service Provider. Mr. Bell served as
Chairman of the Board of Globix Corporation from 1998 to 2003 and Chief Executive Officer from 1998 to 2001.
Mr. Bell was also a member of the Board of Directors of EDGAR Online, Inc. (NASDAQ: EDGR), an Internet-based
provider of filings made by public companies with the SEC, from 1998 to 2000. Mr. Bell has also been a co-producer
of Broadway musicals, and serves as a member of the Board of Trustees of New York University and Board of
Overseers of New York University Langone Medical Center. Mr. Bell is also a member of the Board of Directors of
the SOS Children’s Villages, the Boca Raton Police Foundation and the Boca Raton Museum of Arts. Mr. Bell holds a
B.S. degree in Accounting from Babson College and an M.S. degree in Real Estate Development from New York
University.

Mr. Bell’s experience as managing director of an investment firm, as well as serving on the boards of directors of
several public companies, allows him to provide valuable business, leadership, and management advice to our Board
of Directors in many critical areas.

Carolyn Downey has been a director of ARMOUR since September 2013. Ms. Downey has nearly 30 years of
institutional capital markets experience working with leading institutions in global finance. From 1989 through 2007,
Ms. Downey held various executive positions at, including as a Managing Director of, RBS Greenwich Capital, a
fixed-income sales, trading and finance firm serving institutional clients, and a U.S. Government securities primary
dealer. At RBS Greenwich Capital, Ms. Downey was responsible for relationships with real-estate investment trusts,
financial institutions, hedge funds, investment managers and proprietary trading desks, participated in structuring and
distribution of net interest margin securities, commercial mortgage securities and collateralized mortgage obligations,
and advised on hedging strategies using derivative products and synthetic swaps. Prior to her time at RBS Greenwich
Capital, Ms. Downey was a Vice President of Fixed Income Sales at Salomon, Inc. from 1981 through 1989, where
she was for some time responsible for residual product placement and other equity tranches of structured debt and
sourcing residuals from mortgage originators and security issuers. Ms. Downey also previously served as a mortgage
product specialist in London and a thrift specialist in New York. She holds a B.A. degree from St. Mary’s College in
Sociology, a B.S. degree in Accounting from Boston University and an M.B.A. degree from the Stanford University
Graduate School of Business. Ms. Downey serves on the Advisory Board of St. Ann School, Manhattan, a partnership
of patrons, the Archdiocese and school leaders, and previously served as a member of the Board of Directors of the
Student Sponsor Partners.
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As aresult of Ms. Downey’s 30 plus years of experience in structured finance, investment banking and capital markets,
she provides significant financial, leadership and management advice to our Board of Directors in many critical areas.

9
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Thomas K. Guba has been a director of ARMOUR since November 2009 and the lead independent director of
ARMOUR since March 2014. Mr. Guba was also a director of JAVELIN from June 2012 until the Merger in April
2016 and the lead independent director of JAVELIN from March 2014 until April 2016. Mr. Guba has been the senior
executive or head trader of various Wall Street mortgage and government departments in his over 40 years in the
securities business. Since 2009, Mr. Guba has been employed by Auriga Capital Management, LLC, an asset
management firm registered with the SEC. From 2001 through 2008, Mr. Guba was President and Principal of the
Winter Group, a fully integrated mortgage platform and money management firm. He was Managing Director of
Structured Product Sales at Credit Suisse First Boston from 2000 to 2002, Managing Director and Department
Manager of Mortgages and U.S. Treasuries at Donaldson Lufkin Jenrette, which was subsequently purchased by
Credit Suisse First Boston, from 1994 to 2000, Executive Vice President and Head of Global Fixed Income at Smith
Barney from 1993 to 1994, Managing Director of the Mortgage and U.S. Treasuries Department at Mabon Securities
from 1990 to 1993, Senior Vice President and Mortgage Department Manager at Drexel Burnham Lambert from 1984
to 1990, Senior Vice President and Head Mortgage Trader at Paine Webber from 1977 to 1984, and a trader of
mortgaged backed securities at Bache & Co. from 1975 to 1977. Mr. Guba was also a Second Lieutenant, Military
Police Corps, in the United States Army from 1972 to 1974. Mr. Guba holds a B.A. degree in political science from
Cornell University and a M.B.A. degree in finance from New York University and serves on the Board of the SIFMA
Foundation.

Mr. Guba’s experience on Wall Street allows him to provide valuable insights and advice to our Board of Directors,
particularly as it pertains to the capital markets.

Robert C. Hain has been a director of ARMOUR since November 2009. Mr. Hain was also a director of JAVELIN
from June 2012 until the Merger in April 2016. Mr. Hain has been Executive Chairman of City Financial Investment
Company Limited (“City Financial”) since 2006 and a director of Wittering Limited since 2005, each of which is
engaged in asset management in the United Kingdom, Europe, Hong Kong, Singapore and the United States. Mr. Hain
is also a director of HomeChoice International Plc (Malta), a retailer of home furnishings to South Africans listed on
the Johannesburg Stock Exchange. He is a director of Sound Diplomacy Holdings Ltd., a London-based music
consulttancy, Minois Limited, a British snack food distributor, and a partner at Laurier Partners LLP, a specialist
consulting firm in London. Previously, Mr. Hain was a partner at Shadbolt Partners LLP from 2005 to 2018, a director
of Majorpoint Limited from 2006 to 2014 and Kingsway Consultancy Limited from 2007 to 2017, the Non-Executive
Chairman of Dundee Wealth SA (Luxembourg) from 2007 to 2009, a director of Tailwind Financial Inc. (Canada)
from 2006 to 2009 and the Vice Chairman of CSS Stellar Holdings Inc. from 2005 to 2006. Mr. Hain was also the
Chief Executive Officer of Invesco UK, a prominent British asset manager, from 2002 to 2004, and Chief Executive
Officer of AIM Trimark, a Canadian mutual fund company, from 1998 to 2002. Mr. Hain was a member of the
Executive Management Committee of Amvescap Plc (now Invesco Ltd.), from 1998 to 2005. Mr. Hain’s career in
financial services includes senior executive positions in marketing, private banking and retail financial services in
North America and Europe, and has comprised major acquisitions, integrations, and product and service delivery
innovations. In addition, Mr. Hain has served on the boards and committees of financial services, business, arts, health
and social services organizations at the national and local levels in Toronto, Zurich, Winnipeg, Halifax and

London. He holds degrees from the University of Toronto (Innis College) and the University of Oxford (Merton
College).

Mr. Hain’s extensive experience managing investments allows him to provide our Board of Directors with valuable
knowledge regarding financial markets and investment opportunities.

John “Jack” P. Hollihan, IIT has been a director of ARMOUR since November 2009. Mr. Hollihan was also a director of
JAVELIN from June 2012 until the Merger in April 2016. Mr. Hollihan has over 30 years of investment banking and
investment experience. Mr. Hollihan has served as the lead independent director of City Financial Investment

Company Limited (London) and Executive Chairman of Litchfield Capital Holdings (Florida) since 2005. Mr.
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Hollihan was also a trustee of American Financial Realty Trust (NYSE: AFR) from 2005 until its sale in 2008 and of
Recombine LLC from its inception in 2012 until 2014. From 2000 to 2002, Mr. Hollihan was the Head of European
Industry Investment Banking for Banc of America Securities (“BAS”), where he was a member of the BAS European
Capital Committee and Board, and where he had responsibility for a loan book of
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approximately $8 billion. Prior to that, from 1986 to 2000, Mr. Hollihan was Head of Global Project and Asset Based
Finance and Leasing at Morgan Stanley and was a member of the Morgan Stanley International Investment Banking
Operating Committee. In that capacity, he managed approximately $45 billion in asset based and structured financings
and leasing arrangements. Mr. Hollihan holds B.S. (Wharton) and B.A. degrees from the University of Pennsylvania,
and a J.D. from the University of Virginia School of Law.

Mr. Hollihan’s 30 plus years of investment banking and investment experience provide valuable insights and advice to
our Board of Directors, particularly as it pertains to the capital markets.

Stewart J. Paperin has been a director of ARMOUR since November 2009. Mr. Paperin served as a member of
Enterprise’s Board of Directors from its inception in July 2007 to its merger with ARMOUR in November 2009. Mr.
Paperin was also a director of JAVELIN from June 2012 until the Merger in April 2016. Mr. Paperin currently serves
as the managing member of Leopard Rock Property Group, a real property development and investment firm located
in Los Angeles and San Diego, California. Mr. Paperin served as Executive Vice President of the Soros Foundation, a
worldwide private philanthropic foundation, from 1996 to 2013, where he oversaw financial, administrative and
economic development activities. From 1996 to July 2005, Mr. Paperin served as a Senior Advisor and portfolio
manager for Soros Fund Management LLC, a financial services company, and from July 2005 to June 2014, he served
as a consultant to Soros Fund Management LL.C. From 1996 to 2007, Mr. Paperin served as a Director of Penn Octane
Corporation (NASDAQ: POCC), a company engaged in the purchase, transportation and sale of liquefied petroleum
gas. Prior to joining the Soros organizations, Mr. Paperin served as President of Brooke Group International, an
investment firm concentrated on the former Soviet Union, from 1990 to 1993, and as Senior Vice President and Chief
Financial Officer of Western Union Corporation, a provider of money transfer and message services, which was
controlled by Brooke Group, from 1988 to 1990. Prior to Western Union Corporation, Mr. Paperin served as Chief
Financial Officer of Timeplex Corporation, a telecommunications equipment provider, from 1986 to 1988 and of
Datapoint Corporation, a computer equipment manufacturer, from 1985 to 1986. Prior to Datapoint Corporation, Mr.
Paperin served as a financial officer of Pepsico Corporation (NYSE: PEP) from 1980 to 1985 and as a management
consultant at Cresap McCormick & Paget from 1975 to 1980. Mr. Paperin also served as a member of the Board of
Directors of Community Bankers Acquisition Corp., a blank check company formed to acquire an operating business
in the banking industry (NYSE MKT LLC: BTC). Mr. Paperin holds a B.A. degree and an M.S. degree from the State
University of New York at Binghamton. He is a member of the Council on Foreign Relations and was awarded an
honorary Doctor of Humane Letters by the State University of New York.

Mr. Paperin’s pertinent experience, qualifications, attributes and skills include financial literacy and expertise, and
allows him to provide significant expertise in accounting and financial matters and in analyzing and evaluating
financial statements.

Recommendation of the Board of Directors

ARMOUR’s Board of Directors unanimously recommends a vote “FOR” each of the nine nominees for director.
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THE BOARD OF DIRECTORS, ITS COMMITTEES AND OTHER
CORPORATE GOVERNANCE INFORMATION

ARMOUR’s Mortgage REIT Peer Group

Our Board and management refer to the FTSE NAREIT Mortgage REIT index of 36 companies to identify overall
performance and other trends in the mortgage REIT industry. Our Board and management have also identified a
focused peer group of nine publicly-traded mortgage REITs that we believe are most directly comparable to
ARMOUR. The peer group companies are: American Capital Agency Corp., Annaly Capital Management Inc.,
Anworth Mortgage Asset Corporation, Capstead Mortgage Corporation, CYS Investments Inc., Dynex Capital, Inc.,
Ellington Residential Mortgage REIT, MTGE Investment Corp. and Western Asset Mortgage Capital Corporation. In
addition to reviewing general industry trends and market and regulatory factors applicable to our company, our
management carefully reviews these specific companies periodically as part of the process of developing appropriate
operating, corporate governance and compensation practices and policies for our company.

Corporate Governance

We are committed to sound and effective corporate governance practices. We have adopted various policies,
guidelines and prohibitions designed to align the interests of the Board and management with those of our
stockholders:

Proactive investor engagement;

Majority voting and director resignation policy;

Minimum stock ownership guidelines and retention policies applicable to our senior executive officers and directors;
and

Stock hedging and pledging prohibition for our directors and officers.

Investor Outreach

In our continuing effort to promote dialogue with our investors about our business, governance, and executive
compensation practices, we contacted all stockholders who reportedly held
As of June 30, 2006, and 2005, the Company held approximately $1.6 and $2.0 million, respectively, in investments
other than USGIF, USGAF and offshore clients the Company advises.

Investments in securities classified as trading are reflected as current assets on the consolidated balance sheet at
their fair market value. Unrealized holding gains and losses on trading securities are included in earnings in the
consolidated statements of operations and comprehensive income. Investments in securities classified as available
for sale, which may not be readily marketable, are reflected as non-current assets on the consolidated balance sheet
at their fair value. Unrealized holding gains and losses on available-for-sale securities are excluded from earnings
and reported in other comprehensive income as a separate component of shareholders equity until realized.

Investment income (loss) from the Company s investments includes:
realized gains and losses on sales of securities;

unrealized gains and losses on trading securities;
realized foreign currency gains and losses;

other-than-temporary impairments on available-for-sale securities; and
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dividend and interest income.
Investment income can be volatile and varies depending on market fluctuations, the Company s ability to participate
in investment opportunities, and timing of transactions. A significant portion of the unrealized gains and losses is
concentrated in a small number of issuers. For fiscal years 2006, 2005, and 2004, the Company had net realized
gains (losses) of approximately $827,700, ($184,000), and $291,000, respectively. The Company expects that gains
or losses will continue to fluctuate in the future.
12
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Consolidated Results of Operations

The following is a discussion of the consolidated results of operations of the Company and a detailed discussion of
the Company s revenues and expenses.

%

2006 2005 Change 2005 2004 % Change
Net income (in
thousands) $10,435 $1,446 622% $1,446 $2,167 (33.3)%
Net income per share
Basic $ 1.39 $ 0.19 632% $ 0.19 $ 0.29 (34.5)%
Diluted $ 1.38 $ 0.19 626% $ 0.19 $ 0.29 (34.5)%
Weighted average shares
outstanding (in
thousands)
Basic 7,516 7,480 7,480 7,469
Diluted 7,573 7,564 7,564 7,533

Year Ended June 30, 2006, Compared with Year Ended June 30, 2005

The Company posted net after-tax income of $10,435,362 ($1.39 per share) for the year ended June 30, 2006,
compared with net after-tax income of $1,446,471 ($0.19 per share) for the year ended June 30, 2005. The increase
in profitability is primarily attributable to the following factors:
The Company s advisory fees, boosted primarily by the positive impact of market gains and shareholder
investments in natural resource and foreign equity funds, increased by 165.2%, or $23.1 million.

Investment income increased by 727.3%, or $2.6 million, primarily due to realized and unrealized gains on
corporate investments.

Transfer agent fees increased by 67.3%, or $2.1 million, primarily as a result of growth in the number of
shareholder accounts.
These factors were somewhat offset by an overall increase in expenses of 96.6% in fiscal year 2006 primarily
driven by the following:
Consistent with continued growth in the Eastern European Fund, subadvisory fees increased by 180.1%, or
$4.9 million;

Driven by strong mutual fund and offshore fund performance, employee compensation expense increased
by 75.8%, or $4.5 million primarily due to higher incentive bonuses and new hires;

Omnibus fees increased by 166.3%, or $3.0 million, due to increased asset inflows through broker/dealer
platforms; and,

General and administrative expenses increased 42.9%, or $1.6 million, due to additional Sarbanes-Oxley
related consulting, audit, and accounting fees; communication; legal fees; and marketing-related travel and
entertainment costs.

Year Ended June 30, 2005, Compared with Year Ended June 30, 2004

The Company posted net after-tax income of $1,446,471 million ($0.19 per share) for the year ended June 30, 2005,
compared with net after-tax income of $2,166,642 ($0.29 per share) for the year ended June 30, 2004. The decrease
in profitability in fiscal year 2005 is primarily a result of increased subadvisory fees of $1.7 million consistent with

continued growth in the Eastern European Fund, decreased investment income of $1.4 million due to unrealized
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losses on corporate investments classified as trading securities, and increased general administrative expenses of
$1.2 million due to additional consulting, communication, and marketing-related travel costs. Additionally,
employee incentive bonus expense increased by $0.9 million due to strong mutual fund performance, and omnibus
fees increased by $0.9 million due to increase asset inflows through broker platforms.
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Revenues
% %
(Dollars in Thousands) 2006 2005 Change 2005 2004 Change

Investment advisory fees:

USGIF Money market $ 1,687 $ 1,638 30% $ 1,638 $ 1,744 (6.1)%
USGIF Other 11,068 6,010 84.2% 6,010 4,668 28.7%
USGIF Total 12,755 7,648 66.8% 7,648 6,412 19.3%
USGAF 15,767 6,059 160.2% 6,059 2,097 188.9%
Other advisory fees 8,622 299 2783.5% 299 670 (55.4)%
Total investment advisory fees 37,144 14,006 165.2% 14,006 9,179 52.6%
Transfer agent fees 5,332 3,187 67.3% 3,187 2,610 22.1%
Investment income (loss) 2,203 (351) 727.7% (351) 1,023 (134.3)%
Other revenues 175 139 25.9% 139 171 (18.7)%
Total $ 44,854 $16,981 164.1%  $16,981 $12,983 30.8%

As a percentage of total revenues, SEC-registered mutual fund advisory fees account for 64%, offshore investment
advisory fees constitute 19%, transfer agent fees account for 12%, and investment income and miscellaneous
income together make up the remaining 5%.

Investment Advisory Fees. Investment advisory fees, the largest component of the Company s revenues, are
derived from two sources: SEC-registered mutual fund advisory fees, which in fiscal 2006 accounted for 77% of the
Company s total advisory fees, and offshore investment advisory fees, which accounted for 23% of total advisory
fees.

SEC-registered mutual fund investment advisory fees are calculated as a percentage of average net assets, ranging
from 0.375% to 1.375%, and are paid monthly. These advisory fees increased by approximately $14.8 million, or
108.1%, in fiscal 2006 over fiscal 2005. Advisory fees benefited from an increase in assets, particularly in the
foreign equity and natural resource funds.

The Company has agreed to waive or reduce its fees and/or pay expenses for several USGIF funds and one USGAF
fund through November 1, 2007, and February 28, 2007, respectively, or such later date as the Company determines
for purposes of enhancing the funds competitive market positions, in particular the money market and fixed income
funds. The aggregate amount of fees waived and expenses borne by the Company totaled approximately

$1,181,000, $1,332,000, and $1,471,000, in 2006, 2005, and 2004, respectively. The Company expects to continue
to waive fees and/or pay for fund expenses if market and economic conditions warrant. However, subject to the
Company s commitment to certain funds with respect to fee waivers and expense limitations, the Company may
reduce the amount of fund expenses it is bearing.

Mutual fund investment advisory fees are also affected by changes in assets under management, which include:
market appreciation or depreciation;

the addition of new client accounts;
client contributions of additional assets to existing accounts;

withdrawals of assets from and termination of client accounts;
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exchanges of assets between accounts or products with different fee structures; and

the amount of fees voluntarily reimbursed.
Offshore investment advisory fees increased by $8.3 million in fiscal 2006 compared to fiscal 2005. Due to
potential market volatility, performance fees are subject to fluctuation and are not necessarily predictive of future
revenue.

In the first qu