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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC  20549
FORM 10-Q/A
Amendment No. 1
  R Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2012 
or
  £ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number: 1-9819
DYNEX CAPITAL, INC.
(Exact name of registrant as specified in its charter)
Virginia 52-1549373
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

4991 Lake Brook Drive, Suite 100, Glen Allen, Virginia 23060-9245
(Address of principal executive offices) (Zip Code)

(804) 217-5800
(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           R           No           £

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           R           No           £

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

Large accelerated filer £ Accelerated filer R
Non-accelerated filer £ (Do not check if a smaller reporting company) Smaller reporting company £

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes           £           No           R

On July 31, 2012, the registrant had 54,367,218 shares outstanding of common stock, $0.01 par value, which is the
registrant’s only class of common stock.
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Explanatory Note

This Amendment No. 1 (this “Amendment”) to the Quarterly Report on Form 10-Q for the quarter ended June 30, 2012
of Dynex Capital, Inc. (the “Company”) filed on August 8, 2012 (the “Original Filing”) is being filed to correct certain
inadvertent typographical errors in Part I, Item 3, “Quantitative and Qualitative Disclosures About Market Risk” of the
Original Filing.

The Amendment corrects the following typographical errors related to decimal placement in the table disclosing the
effect of various basis point changes in interest rates under the caption “Quantitative and Qualitative Disclosures About
Market Risk – Interest Rate Risk – Effect of Changes in Interest Rates on Net Interest Income and Market Value”:

•For the 100 basis point increase in interest rate sensitivity on “percentage change in projected net interest income”, the
Company erroneously disclosed a decrease of (0.5%) instead of a decrease of (5.4%);     
•For the 50 basis point increase in interest rate sensitivity on “percentage change in projected market value”, the
Company erroneously disclosed a decrease of (5.8%) instead of a decrease of (0.6%); and     
•For the 50 basis point decrease in interest rate sensitivity on “percentage change in projected market value”, the
Company erroneously disclosed an increase of 5.2% instead of an increase of 0.5%.

In addition, the Amendment corrects the caption of the second column of the table disclosing non-Agency MBS credit
ratings under the caption “Quantitative and Qualitative Disclosures About Market Risk – Credit Risk” by changing the
original caption of “IOs” to the amended caption of “CMBS IOs.”

Other than as expressly set forth above, this Amendment does not, and does not purport to, update or restate the
information in any Item of the Original Filing or reflect any events that have occurred after the Original Filing was
filed. Accordingly, this Amendment should be read in conjunction with the Original Filing.

i
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

We seek to manage various risks inherent in our business strategy, which include interest rate, prepayment,
reinvestment, market value, credit, and liquidity risks.  We do not seek to avoid risk completely, but rather, we attempt
to manage these risks while earning an acceptable risk-adjusted return for our shareholders.

Interest Rate Risk

Investing in interest-rate sensitive investments on a leveraged basis subjects us to interest rate risk. Interest rate risk
arises primarily because that the maturities of our assets are generally longer than those of our liabilities and because
our adjustable rate assets may have limits or caps on the amount that an interest rate may reset. Interest rate risk
impacts our net interest income and the market value of our investments (and therefore our book value). Specifically,
interest rate risk arises from changes in the absolute level of rates, changes in the shape/slope of interest rate curves,
and changes in the relationships between short-term and long-term rates.  We attempt to manage our exposure to
changes in interest rates by investing in shorter duration instruments and managing our investment portfolio within
risk tolerances set by our Board of Directors.  Our current goal is to maintain a net portfolio duration (a measure of
interest rate risk) within a range of 0.5 to 1.5 years.  Our portfolio duration could drift outside of our target range due
to changes in market conditions, interest rates, market spreads, and activity in our investment portfolio.  We will use
interest rate swaps to help manage our interest rate risk and, where practical, we will attempt to fund our assets with
financings that have similar terms as the related investments.  Interest rate swap agreements generally result in interest
savings in a rising interest rate environment when the current market interest rate we receive on the swap (which
generally is equal to one-month LIBOR) rises higher than the stated fixed rate we pay on the notional amount for each
interest rate swap agreement.  Alternatively, a declining or stable interest rate environment generally results in interest
expense equal to the difference between the stated fixed rate we pay less the current market interest rate we receive.
Because we use leverage to support our investment portfolio, changes in interest rates can be disproportionately
favorable or unfavorable on our results of operations and our book value.  

Interest rate risk also arises from changes in market credit spreads reflecting the perceived riskiness of assets relative
to risk-free rates (e.g., swap rates and mortgage rates relative to the Treasury securities rates).  Increases in market
credit spreads with no corresponding change in the underlying risk-free rate will result in a reduction in the value of
our investments. We do not attempt to hedge credit spread risk but rather try to manage it by investing in assets that
we believe have less volatility.

Interest Rate Reset Risk.  The rates on our borrowings are based primarily on LIBOR and will generally reset on a
more frequent basis than the interest rates on our investments.  During a period of rising short-term interest rates, our
net interest income will generally decrease because the interest rates on our borrowings may reset at a higher interest
rate more quickly than the interest rates on our investments.  This reduction in net interest income will be larger when
short-term interest rates are rising rapidly.  Conversely, in a period of falling short-term interest rates, our net interest
income will typically increase.  Any increase or decrease in our net interest income for at least a portion of our
investment portfolio may be temporary as the yields on Agency ARMs and securitized adjustable-rate mortgage loans
adjust to new interest rates after a lag period.

 Interest Rate Cap Risk.  Our adjustable rate investments have interest rates which are predominantly based upon
six-month and one-year LIBOR, and generally contain periodic (interim) or lifetime interest rate caps which often
limit the amount by which the interest rate may reset.  Periodic caps on our investments typically range from 1-5%
annually, and lifetime caps are typically 5% above the initial rate of the underlying adjustable-rate mortgage
loan.  Generally, the interest rates on our borrowings used to finance these assets are based on one to three month
LIBOR, reset every 30 to 90 days, and will not have periodic or lifetime interest rate caps.  In addition, certain of our
securitized mortgage loans have a fixed rate of interest and are financed with borrowings with interest rates that adjust
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monthly.

The following table presents information about the lifetime and interim interest rate caps on our adjustable-rate
Agency MBS portfolio as of June 30, 2012:
Lifetime Interest Rate Caps on ARM MBS Interim Interest Rate Caps on ARM MBS

% of Total % of Total
9.0% to 10.0% 69.1 % 1.0% 0.5 %
>10.0% to 11.0% 25.2 % 2.0% 15.6 %
>11.0% to 12.1% 5.7 % 5.0%-6.0% 83.9 %

100.0 % 100.0 %

1

Edgar Filing: DYNEX CAPITAL INC - Form 10-Q/A

6



Effect of Changes in Interest Rates on Net Interest Income and Market Value.  The table below shows the sensitivity
of our projected net interest income and the projected market value of our investments (for those carried at fair value
on our balance sheet, and including all derivative instruments) as they existed as of June 30, 2012 based on an
instantaneous parallel shift in market interest rates as set forth in the table. The "percentage change in projected net
interest income" included in the table below is based on the projected net income on the investment portfolio over the
next twenty-four months.  The projections are based upon a variety of assumptions including investment prepayment
speeds, credit performance, and the availability of financing over the projection period.  

The table below assumes a static portfolio throughout the projected period and does not consider any reinvestment or
rebalancing of the investment portfolio or additional hedging activity by the Company.  Changes in our types of
investments, changes in future interest rates, changes in credit spreads, changes in the shape of the yield curve, the
availability of financing and/or the mix of our investments and financings may cause actual results to differ
significantly from the modeled results.  There can be no assurance that assumed events used for the model below will
occur, or that other events will not occur, that would affect the outcomes; therefore, the tables below and all related
disclosures constitute forward-looking statements.

June 30, 2012

Basis Point Change in Interest Rates Percentage change in projected
net interest income(1)

Percentage change in
projected market value(2)

+100 (5.4)% (1.2)%
+50 (2.4)% (0.6)%
0 —% —
-50 4.4% 0.5%
-100 5.6% 1.0%
(1)Includes changes in interest expense from the financings for our investments as well as our derivative instruments.

(2)Includes changes in market value of our derivative instruments, but excludes changes in market value of ourfinancings because they are not carried at fair value on our balance sheet.

The table above is intended to demonstrate our sensitivity to interest rates based on our investments and associated
financings and derivative instruments as of June 30, 2012.  The impact of changing interest rates on net interest
income and market value of our investments can change significantly when interest rates change beyond the above
levels or if market expectations of future interest rates begin to materially change.  In addition, other factors will
impact the net interest income from and market value of our interest rate-sensitive investments and derivative
instruments, such as whether we raise additional capital or change our investment allocations or strategies, changes in
prepayment rates on our investments, the shape of the yield curve, market expectations as to future interest rate
changes and other market conditions. Accordingly, interest income would likely differ from that shown above, and
such difference might be material.

Prepayment and Reinvestment Risk

Prepayment risk is the risk of an early, unanticipated return of principal on an investment.  We are subject to
prepayment risk from premiums paid on investments which we acquire. In general, purchase premiums on our
investments are amortized as a reduction in interest income using the effective yield method under GAAP, adjusted
for the actual and anticipated prepayment activity of the investment.  An increase in the actual or expected rate of
prepayment will typically accelerate the amortization of purchase premiums, thereby reducing the yield/interest
income earned on such assets.
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Prepayment risk results from both our RMBS and CMBS investments. Loans underlying our CMBS and CMBS IO
securities generally have prepayment protection provisions, such as prepayment lock-outs or yield maintenance
payment requirements.  The yield maintenance payment requirement generally creates an economic disincentive for
the loans to prepay, thereby reducing the prepayments on the related securities, and also compensates us in the event
that there are prepayments. As a result of prepayment lock-out and yield maintenance provisions, amortization of
premiums on CMBS and CMBS IO securities is generally stable from period to period. However, there are no
prepayment protections if the loan defaults and the loan is partially or wholly repaid earlier as a result of loss
mitigation actions taken by the underlying loan servicer. Loans underlying our RMBS have no prepayment protection.

Principal prepayments on our investments are influenced by changes in market interest rates and a variety of
economic, geographic, and other factors beyond our control.  In addition, actions taken by the U.S. government could
increase prepayments as discussed further in Item 2. Management's Discussion and Analysis under “Trends and Recent
Market Impacts”.  

2
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The following table discloses the net premium (discount) by months until interest rate reset as well as the net premium
(discount) as a percentage of par value (or notional value in the case of CMBS IO) for Agency and non-Agency MBS
in our investment portfolio as of June 30, 2012 and December 31, 2011:     
(amounts in thousands) June 30, 2012 December 31, 2011
Agency: RMBS CMBS CMBS IO RMBS CMBS CMBS IO
0-12 months to reset $30,348 $— $— $15,338 $— $—
Greater than 12 months
to reset 84,809 — — 70,150 — —

Fixed rate 5,656 22,412 295,046 (17 ) 21,627 86,358
Total premium, net $120,813 $22,412 $295,046 $85,471 $21,627 $86,358
Par/notional balance $2,216,357 $286,982 $4,543,349 $1,488,397 $266,952 $1,813,096
Premium, net as a % of
par value 5.5  % 7.8  % 6.5 % 5.7  % 8.1  % 4.8 %

Non-Agency:
0-12 months to reset $4 $— $— $(540 ) $— $—
Greater than 12 months
to reset — — — — — —

Fixed rate (855 ) (19,105 ) 63,601 (463 ) (13,865 ) 51,239
Total (discount)
premium, net $(851 ) $(19,105 ) $63,601 $(1,003 ) $(13,865 ) $51,239

Par/notional balance $
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