Edgar Filing: DYNEX CAPITAL INC - Form S-3

DYNEX CAPITAL INC
Form S-3
December 29, 2017
As filed with the Securities and Exchange Commission on December 29, 2017

Registration No. 333-

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form S-3
REGISTRATION STATEMENT
UNDER

THE SECURITIES ACT OF 1933

DYNEX CAPITAL, INC.

(Exact name of registrant as specified in its charter)

Virginia 52-1549373
(State of jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)

4991 Lake Brook Drive Stephen J. Benedetti



Edgar Filing: DYNEX CAPITAL INC - Form S-3

Suite 100 4991 Lake Brook Drive
Glen Allen, VA 23060 Suite 100
(804) 217-5800 Glen Allen, VA 23060
(804) 217-5800
(Address including zip code, and telephone number, (Name, address, including zip code, and telephone
number,
including area code, of registrant s principal executive
offices) including area code, of agent for service)
Copies to:

Susan S. Ancarrow, Esq.
Troutman Sanders LLP
Troutman Sanders Building
1001 Haxall Point
Richmond, VA 23219

(804) 697-1861

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of
this registration statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box.

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box:
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If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction L.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box:

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 Accelerated filer
Non-accelerated filer (do not check if a smaller reporting company) Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by 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 7(a)(2)(B)
of the Securities Act.

CALCULATION OF REGISTRATION FEE

Proposed
maximum
Title of each class of aggregate Amount of
securities to be registered? offering price? registration fee®
Common stock, $.01 par value per share ©)
Preferred stock, $.01 par value per share ©)
Debt securities™® 6)
Warrants®) 6)
Shareholder rights ©)
Units ©)
Total $500,000,000(7 $62,250®

(1) Includes an indeterminate number of securities that may be issued in primary offerings or upon exercise,
conversion or exchange of any securities registered hereunder that provide for exercise, conversion or exchange
or pursuant to the antidilution provisions of any such securities. In addition, pursuant to Rule 416 of the General
Rules and Regulations (the General Rules and Regulations ) promulgated under the Securities Act of 1933, as
amended, the shares of common stock being registered hereunder include such indeterminate number of shares of
common stock as may be issuable with respect to the shares being registered hereunder as a result of stock splits,
stock dividends, or similar transactions. Any securities registered hereunder may be sold separately or as units
with other securities registered hereunder.

(2) The proposed aggregate offering prices per class of security will be determined from time to time by the
registrant in connection with the issuance by the registrant of the securities registered hereunder.
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Calculated pursuant to Rule 457(0) of the General Rules and Regulations.

Debt securities may be issued with original issue discount such that the aggregate initial public offering price will
not exceed $500,000,000, together with the other securities issued hereunder.

The warrants represent rights to purchase other securities of the registrant registered hereunder.

Not required to be included in accordance with General Instruction II.D of Form S-3 and Rule 457(0) of the
General Rules and Regulations.

In no event will the aggregate initial offering price of all securities issued from time to time pursuant to this
registration statement exceed $500,000,000 or the equivalent thereof in one or more foreign currencies, foreign
currency units, or composite currencies.

Pursuant to Rule 415(a)(6) under the Securities Act of 1933, as amended, the securities registered pursuant to this
registration statement include $416,081,000 aggregate principal amount of unsold securities (the Unsold
Securities ) of the registrant previously registered for sale pursuant to the registrant s registration statement on
Form S-3 (File No. 333-200859) initially filed by the registrant on December 11, 2014 and declared effective on
December 30, 2014 (the Prior Registration Statement ). The registrant previously paid a registration fee of
$48,331 (calculated at the rate in effect at the time the Prior Registration Statement was filed) in connection with
the registration of the Unsold Securities pursuant to the Prior Registration Statement. The Unsold Securities, and
the filing fee previously paid with respect to the initial registration of such securities under the Prior Registration
Statement, are being carried forward to this registration statement.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as
amended, or until the registration statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell any of the securities
described in this prospectus until the registration statement that we have filed to cover the securities has
become effective under the rules of the Securities and Exchange Commission. This prospectus is not an offer to
sell the securities, nor is it a solicitation of an offer to buy the securities, in any jurisdiction where the offer or
sale is not permitted.

SUBJECT TO COMPLETION, DATED DECEMBER 29, 2017

PROSPECTUS

$500,000,000

Dynex Capital, Inc.
COMMON STOCK
PREFERRED STOCK
DEBT SECURITIES
WARRANTS
SHAREHOLDER RIGHTS

UNITS

We intend to offer and sell from time to time the debt and equity securities described in this prospectus:

shares of our common stock;

shares of our preferred stock;

debt securities;

warrants to purchase shares of our common stock, our preferred stock or our debt securities;
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rights issuable to our shareholders to purchase shares of our common stock or our preferred stock, to
purchase warrants exercisable for shares of our common stock or our preferred stock, or to purchase units
consisting of two or more of the foregoing, and

units consisting of two or more of the foregoing.
The total offering price of the securities described in this prospectus will not exceed $500,000,000 in the aggregate.
We will provide the specific terms of any securities we may offer in prospectus supplements to this prospectus. You
should carefully read this prospectus and any applicable prospectus supplement before deciding to invest in these
securities.

Our common stock is listed on the New York Stock Exchange (the NYSE ) under the symbol DX, our 8.50% Series A
Cumulative Redeemable Preferred Stock (the Series A Preferred Stock ) is listed on the NYSE under the symbol

DXPRA , and our 7.625% Series B Cumulative Redeemable Preferred Stock (the Series B Preferred Stock ) is listed on
the NYSE under the symbol DXPRB. We may make any sales of our common stock, our Series A Preferred Stock or
our Series B Preferred Stock under this prospectus, if any, on or through the facilities of the NYSE, to or through a
market maker, or to or through an electronic communications network, at market prices prevailing at the time of sale,
or in any other manner permitted by law (including, without limitation, privately negotiated transactions).

To assist us in qualifying as a real estate investment trust for federal income tax purposes, no person may own more
than 9.8% of the outstanding shares of our capital stock, unless our Board of Directors waives this limitation.

We may offer these securities directly, through agents designated by us from time to time, or to or through
underwriters or dealers.

Our principal executive offices are located at 4991 Lake Brook Drive, Suite 100, Glen Allen, Virginia 23060. Our
telephone number is (804) 217-5800.

Investing in our securities involves risks. You should carefully consider the information referred to under the
heading _Risk Factors beginning on page 7 of this prospectus for information regarding risks associated with an
investment in our securities before you invest.

Neither the Securities and Exchange Commission nor any state securities commission has approved or

disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectusis [ ], 2017.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange
Commission (the SEC ). This prospectus does not contain all of the information set forth in the registration statement,
portions of which we have omitted as permitted by the rules and regulations of the SEC. Statements contained in this
prospectus as to the contents of any contract or other document are not necessarily complete. If the SEC s rules and
regulations require that a contract or document be filed as an exhibit to the registration statement, we refer you to the
copy of the contract or document filed as an exhibit to the registration statement for a complete description. You
should rely only on the information in our prospectus and the documents that are incorporated by reference. We have
not authorized anyone else to provide you with different information. We are not offering these securities in any
jurisdiction where the offer is prohibited by law. You should not assume that the information in our prospectus or any
incorporated document is accurate as of any date other than the date of the document. Our business, financial
condition, results of operations and prospects may have changed since that date.

We may sell, from time to time, in one or more offerings, any combinations of the securities described in this
prospectus. The total dollar amount of the securities sold under this prospectus will not exceed $500,000,000. This
prospectus only provides you with a general description of the securities we may offer. Each time we sell securities
under this prospectus, we will provide a prospectus supplement that contains specific information about the terms of
the securities. The prospectus supplement may also add, update or change information contained in this prospectus.
You should read both this prospectus and any prospectus supplement together with the additional information
described under the heading Where You Can Find More Information.

When used in this prospectus, the terms Dynex , company, issuer, we, our, and us refer to Dynex Capital, Inc.
consolidated subsidiaries, unless otherwise specified.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other documents with the SEC under the Securities
Exchange Act of 1934, as amended (the Exchange Act ). You may read and copy any materials that we file with the
SEC without charge at the public reference room of the SEC, 100 F Street, N.W., Room 1580, Washington, D.C.
20549. Information about the operation of the public reference room may be obtained by calling the SEC at
1-800-SEC-0330. Also, the SEC maintains an internet website that contains reports, proxy and information
statements, and other information regarding issuers, including Dynex Capital, Inc., that file electronically with the
SEC. The public may obtain any documents that we file with the SEC at www.sec.gov.

Our common stock, our Series A Preferred Stock and our Series B Preferred Stock are listed on the NYSE under the

symbols DX , DXPRA and DXPRB , respectively. All reports, proxy statements and other information filed by us with
the NYSE may be inspected at the NYSE s offices at 20 Broad Street, New York, New York 10005. Finally, we

maintain an internet website where you can find additional information. The address of our internet website is
http://www.dynexcapital.com. All internet addresses provided in this prospectus are for informational purposes only

and are not intended to be hyperlinks. In addition, the information on our internet website, or any other internet

website described herein, is not a part of, and is not incorporated or deemed to be incorporated by reference in, this

prospectus or other offering materials.

INCORPORATION OF INFORMATION BY REFERENCE

The SEC s rules allow us to incorporate by reference information into this prospectus, which means that we can
disclose important information to you by referring you to another document filed separately with the SEC. The
information incorporated by reference is deemed to be part of this prospectus from the date of filing those documents.
Any reports filed by us with the SEC on or after the date of this prospectus will automatically update and, where



Edgar Filing: DYNEX CAPITAL INC - Form S-3

applicable, supersede any information contained in this prospectus or incorporated by reference in this prospectus. We
have filed the documents listed below with the SEC under the Exchange Act, and these documents are incorporated
herein by reference (other than information in such documents that is furnished and not deemed to be filed):

Our Annual Report on Form 10-K for the year ended December 31, 2016, filed on March 15, 2017;

Our Quarterly Reports on Form 10-Q for the periods ended March 31, 2017, June 30, 2017 and
September 30, 2017 filed on May 10, 2017, August 8, 2017 and November 3, 2017, respectively;

Our Current Reports on Form 8-K filed on February 13, 2017, March 2, 2017, March 8, 2017,
March 20, 2017, March 22, 2017, April 3, 2017, May 17, 2017 and December 27, 2017; and
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The description of our common stock included in our registration statement on Form 8-A, filed
pursuant to Section 12(b) of the Exchange Act on January 17, 1989, the description of our Series A
Preferred Stock included in our registration statement on Form 8-A filed pursuant to Section 12(b) of
the Exchange Act on August 1, 2012, and the description of our Series B Preferred Stock included in
our registration statement on Form 8-A, filed pursuant to Section 12(b) of the Exchange Act on
April 17, 2013, including any amendment or report filed for the purpose of updating any of these
descriptions.
All documents we file pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act on or after the date of this
prospectus and prior to the termination of the offering of the securities to which this prospectus relates (other than
information in such documents that is furnished and not deemed to be filed) will be deemed to be incorporated by
reference into this prospectus and to be part hereof from the date of filing of those documents. All documents we file
pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of the initial registration statement
that contains this prospectus and prior to the effectiveness of the registration statement will be deemed to be
incorporated by reference into this prospectus and to be part hereof from the date of filing those documents.

We will provide to each person, including any beneficial owner, to whom a copy of this prospectus is delivered, a
copy of any or all of the information that has been incorporated by reference in this prospectus but not delivered with
this prospectus (other than the exhibits to such documents which are not specifically incorporated by reference
therein); we will provide this information at no cost to the requester upon written or oral request to:

Investor Relations Officer
Dynex Capital, Inc.
4991 Lake Brook Drive, Suite 100
Glen Allen, Virginia 23060
(804) 217-5800
CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

Certain written statements we make in this prospectus, and in our other filings with the SEC that are incorporated
herein by reference, that are not historical facts constitute forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the Securities Act ), and Section 21E of the Exchange Act.
Forward-looking statements are those that predict or describe future events or trends and that do not relate solely to
historical matters. All statements contained or incorporated by reference in this prospectus addressing our future
results of operations and operating performance, events, or developments that we expect or anticipate will occur in the
future, including, but not limited to, statements relating to investment strategies, changes in net interest income,
investment performance, earnings or earnings per share, the interest rate environment, capital raising strategies and
activities, economic conditions and outlook, expected impact of hedging transactions, and market share, as well as
statements expressing optimism or pessimism about future operating results, are forward-looking statements.

You can generally identify forward-looking statements as statements containing the words will,  believe, expect,
anticipate, intend, estimate, assume, plan, continue, should, may or other similar expressions. Forward-

statements are based on our current beliefs, assumptions and expectations of our future performance as of the date the

statements are made, taking into account all information currently available to us. These beliefs, assumptions and

expectations are subject to risks and uncertainties and can change as a result of many possible events or factors, not all

of which are known to us. If a change occurs, our business, financial condition, liquidity and results of operations may

vary materially from those expressed or implied in our forward-looking statements. We caution readers not to place

10
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undue reliance on our forward-looking statements, which are not historical facts and may be based on assumptions
and expectations that do not materialize.

We may make forward-looking statements in this prospectus, and in our other filings with the SEC that are
incorporated herein by reference, regarding:

Our business and investment strategy including our ability to generate acceptable risk-adjusted returns and
our target investment allocations;

Our views on the effect of actual or proposed actions of the Board of Governors of the Federal Reserve

System (the Federal Reserve ) and its Federal Open Market Committee (the FOMC ) with respect to monetary
policy (including the targeted Federal Funds Rate), and the potential impact of these actions on interest rates,
inflation or unemployment;

11
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The effect of regulatory initiatives of the Federal Reserve (including the FOMC) and other financial
regulators;

Our financing strategy including our target leverage ratios, our use of to-be-announced, or TBA, forward
contracts in dollar roll transactions, and anticipated trends in financing costs, and our hedging strategy
including changes to the derivative instruments to which we are a party, and changes to government
regulation of hedging instruments and our use of these instruments;

Our investment portfolio composition and target investments;

Our investment portfolio performance, including the fair value, yields and forecasted prepayment speeds of
our investments;

Our liquidity and ability to access financing, and the anticipated availability and cost of financing;

Our stock repurchase activity and the impact of stock repurchases;

Our intention and ability to pay dividends in the future;

Our use of and restrictions on using our tax net operating loss ( NOL ) carryforward;

The status of pending litigation;

The competitive environment in the future, including competition for investments and the availability of
financing;

Estimates of future interest expenses, including related to our repurchase agreements and derivative
instruments;

The status of regulatory rule-making or review processes and the status of reform efforts and other business
developments in the repurchase agreement financing market;

Market, industry and economic trends, how these trends and related economic data may impact the behavior
of market participants and financial regulators; and

Market interest rates and market spreads.

12
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While it is not possible to identify all factors, some of the factors that may cause actual results to differ from historical
results or from any results expressed or implied by forward-looking statements, or that may cause our projections,
assumptions, expectations or beliefs to change, include the following:

The risks and uncertainties referenced in this prospectus, or in our other filings with the SEC that are
incorporated herein by reference, particularly those set forth under the heading Risk Factors herein and in
our most recent Annual Report on Form 10-K under Item 1A, Risk Factors ;

Our ability to find suitable reinvestment opportunities;

Changes in domestic economic conditions;

Changes in interest rates and interest rate spreads, including the repricing of interest-earning assets and
interest-bearing liabilities;

Our investment portfolio performance particularly as it relates to cash flow, prepayment rates and credit
performance;

The impact on markets and asset prices from the Federal Reserve s balance sheet normalization process
through the reduction in its holdings of Agency residential mortgage-backed securities and U.S. Treasuries;

Actual or anticipated changes in Federal Reserve monetary policy;

Adverse reactions in U.S. financial markets related to actions of foreign central banks or the economic
performance of foreign economies including in particular China, Japan, the European Union, and the United
Kingdom;

Uncertainty concerning the long-term fiscal health and stability of the United States;

The cost and availability of financing, including the future availability of financing due to changes to
regulation of, and capital requirements imposed upon, financial institutions;

The cost and availability of new equity capital;

Changes in our use of leverage;

Changes to our investment strategy, operating policies, dividend policy or asset allocations;

13
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The quality of performance of third-party servicer providers of our loans and loans underlying our securities;

The level of defaults by borrowers on loans we have securitized;

Changes in our industry;

Increased competition;

Legislative, regulatory or administrative changes affecting our business;

Changes in the repurchase agreement financing markets and other credit markets;

Changes to the market for interest rate swaps and other derivative instruments, including changes to margin
requirements on derivative instruments;

Uncertainty regarding continued government support of the U.S. financial system and U.S. housing and real
estate markets; or to reform the U.S. housing finance system including the resolution of the conservatorship
of Fannie Mae and Freddie Mac;

The composition of the Board of Governors of the Federal Reserve System;

Ownership shifts under Section 382 of the Internal Revenue Code of 1986, as amended (the Code ), that
further limit the use of our tax NOL carryforward; and

Exposure to current and future claims and litigation.
These and other risks, uncertainties and factors, including those described in the annual, quarterly and current reports
that we file with the SEC, could cause our actual results to differ materially from those projected in any
forward-looking statements we make. All forward-looking statements speak only as of the date on which they are
made. New risks and uncertainties arise over time and it is not possible to predict those events or how they may affect
us. Except as required by law, we are not obligated to, and do not intend to, update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.

We are including this cautionary statement in this prospectus to make applicable and take advantage of the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995 for any forward-looking statements made by us or
on our behalf. Any forward-looking statements should be considered in context with the various disclosures made by
us about our business in our public filings with the SEC, including without limitation the risk factors described above
and those described in Risk Factors beginning on page 7.

15
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OUR COMPANY

We are an internally managed mortgage real estate investment trust, or mortgage REIT, which invests in residential
and commercial mortgage backed securities on a leveraged basis. Our objective is to provide attractive risk-adjusted
returns to our shareholders over the long term that are reflective of a leveraged, high quality fixed income portfolio
with a focus on capital preservation. We seek to provide returns to our shareholders primarily through regular
quarterly dividends and also through capital appreciation.

Our common stock is traded on the New York Stock Exchange under the symbol DX. We also have two series of
preferred stock outstanding, our 8.50% Series A Cumulative Redeemable Preferred Stock which is traded on the

NYSE under the symbol DXPRA, and our 7.625% Series B Cumulative Redeemable Preferred Stock which is traded
on the NYSE under the symbol DXPRB.

We invest in Agency and non-Agency mortgage-backed securities, or MBS, consisting of residential MBS, or RMBS,
commercial MBS, or CMBS, and CMBS interest-only, or 10, securities. Agency MBS have a guaranty of principal
payment by an agency of the U.S. government or a U.S. government-sponsored entity, or GSE, such as Fannie Mae
and Freddie Mac. Non-Agency MBS have no such guaranty of payment. Our investments in non-Agency MBS are
generally higher quality senior or mezzanine classes (typically rated A or better by one or more of the nationally
recognized statistical rating organizations) because they are typically more liquid (that is, they are more easily
converted into cash either through sales or pledges as collateral for repurchase agreement borrowings) and have less
exposure to credit losses than lower-rated non-Agency MBS.

We invest and manage our capital pursuant to Operating Policies approved by our board of directors. We use leverage

to enhance the returns on our invested capital by pledging our investments as collateral for borrowings such as
repurchase agreements as discussed further below under  Financing. We also use derivative instruments to attempt to
mitigate our exposure to adverse changes in interest rates as discussed further below under  Hedging.

Our election to be treated as a REIT for U.S. federal income tax purposes requires us to meet certain investment and
operating tests and annual distribution requirements. We generally will not be subject to U.S. federal income taxes on
our taxable income to the extent that we annually distribute all of our net taxable income to shareholders (subject to
NOL carryforwards), do not participate in prohibited transactions, and maintain our intended qualification as a REIT.

RMBS. Our Agency RMBS investments include MBS collateralized by fixed-rate mortgage loans as well as
adjustable-rate mortgage loans, or ARMs, which have interest rates that generally adjust at least annually to an
increment over a specified interest rate index. Agency ARMs also include hybrid adjustable-rate mortgage loans, or
hybrid ARMs, which are loans that have a fixed rate of interest for a specified period (typically three to ten years) and
then adjust their interest rate at least annually to an increment over a specified interest rate index. Substantially all of
our ARMs reset based on the one-year LIBOR index. We sold the majority of our non-Agency RMBS during the
second quarter of 2017 because these investments were within a year of their maturity. We are not currently
re-investing capital into non-Agency RMBS due to the lack of available securities of this type with attractive
risk-adjusted returns.

In the second quarter of 2017, we began entering into forward contracts for the purchase of to-be-announced, or TBA,
securities as a means of investing in and financing non-specified fixed-rate Agency RMBS. A TBA security is a
forward contract for the purchase or sale of a fixed-rate Agency MBS at a predetermined price with certain principal
and interest terms and certain types of collateral, but the particular Agency securities to be delivered are not identified
until shortly before the TBA settlement date. The financing for TBA securities is implied through our use of TBA
dollar roll transactions whereby we enter into an offsetting short position, net settle the paired-off positions in cash,
and simultaneously enter into a similar TBA contract for a later settlement date. TBA securities purchased for a
forward settlement month are generally priced at a discount relative to TBA securities sold for settlement in the

17
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current month. This discount, often referred to as drop income, is the economic equivalent of net interest income on
the underlying Agency securities over the roll period (interest income less implied financing cost). We account for
TBA securities as derivative instruments because we cannot assert that it is probable at inception and throughout the
term of an individual TBA contract that its settlement will result in physical delivery of the underlying Agency
RMBS, or the individual TBA contract will not settle in the shortest time period possible.

CMBS. The majority of our CMBS investments are fixed-rate Agency-issued securities backed by multifamily
housing loans. The remainder of our CMBS portfolio contains both Agency and non-Agency issued securities backed
by other commercial real estate property types such as office building, retail, hospitality, and health care. Loans
underlying CMBS generally are geographically diverse, are fixed-rate, mature in eight to eighteen years and have
amortization terms of up to 30 years. Typically these loans have some form of prepayment protection provisions (such
as prepayment lock-out) or prepayment compensation provisions (such as yield maintenance or prepayment penalty).
Yield maintenance and prepayment penalty requirements are intended to create an economic disincentive for the loans

to prepay.
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CMBS 10. CMBS 10 are interest-only securities issued as part of a CMBS securitization and represent the right to
receive a portion of the monthly interest payments (but not principal cash flows) on the unpaid principal balance of the
underlying pool of commercial mortgage loans. We invest in both Agency-issued and non-Agency issued CMBS IO.
The loans collateralizing CMBS IO pools are very similar in composition to the pools of loans that generally
collateralize CMBS as discussed above. Since CMBS 10 securities have no principal associated with them, the
interest payments received are based on the unpaid principal balance of the underlying pool of mortgage loans, which
is often referred to as the notional amount. Most loans in these securities have some form of prepayment protection
from early repayment including absolute loan prepayment lock-outs, loan prepayment penalties, or yield maintenance
requirements similar to CMBS described above. There are no prepayment protections, however, if the loan defaults
and is partially or wholly repaid earlier as a result of loss mitigation actions taken by the underlying loan servicer, and
therefore yields on CMBS IO investments are dependent upon the underlying loan performance. Because
Agency-issued MBS generally contain higher credit quality loans, Agency CMBS IO are expected to have a lower
risk of default than non-Agency CMBS 10. Our CMBS 10 investments are investment grade-rated with the majority
rated AAA by at least one of the nationally recognized statistical rating organizations.

Financing. We finance our investments primarily through the use of uncommitted repurchase agreements which are
provided principally by major financial institutions and broker-dealers. We pledge our MBS as collateral to secure the
amounts borrowed from our counterparties. These repurchase agreements generally have original terms to maturity of
overnight to six months, though in some instances we may enter into longer-dated maturities depending on market
conditions. We pay interest on our repurchase agreement borrowings at a rate usually based on a spread to LIBOR and
fixed for the term of the borrowing. Borrowings under these repurchase agreements are renewable at the discretion of
our lenders and do not contain guaranteed roll-over terms. One of our repurchase agreement lenders provides a
committed repurchase agreement financing facility to us with an aggregate borrowing capacity of $400.0 million that
expires in May 2019.

TBA dollar roll transactions require us to post initial margin (though typically the amount is less than the initial
margin amount for repurchase agreements) and variation margin for fluctuations in fair value of the TBA securities.
These dollar roll transactions have an implied financing rate which changes with market conditions, expected
prepayment speeds, and the underlying demand for Agency RMBS in a given delivery period.

Hedging. We currently use interest rate swaps to hedge our exposure to changes in interest rates. Such exposure
results from our ownership of hybrid and fixed-rate investments that are financed with repurchase agreements which
have significantly shorter maturities than the weighted average life of these investments. Changes in interest rates can
impact the market value of our investments and our net interest income, thereby ultimately impacting book value per
common share. We frequently adjust our hedging portfolio based on our expectation of future interest rates, including
the absolute level of rates and the slope of the yield curve versus market expectations.

General Information. Our common stock, Series A Preferred Stock and Series B Preferred Stock are listed on the New
York Stock Exchange under the symbol DX, DXPRA and DXPRB, respectively. We maintain a website at
www.dynexcapital.com. Information contained on our website is not, and should not be interpreted to be, part of this
prospectus supplement or the accompanying base prospectus.

Our address and telephone number are 4991 Lake Brook Drive, Suite 100, Glen Allen, Virginia 23060 and (804)
217-5800.
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RISK FACTORS

Investing in our securities involves risk. Before making an investment decision, you should carefully read and

consider the information set forth under the heading Risk Factors in our most recent Annual Report on Form 10-K and
any subsequent Quarterly Reports on Form 10-Q (which information is incorporated by reference herein), as well as

the other information contained or incorporated by reference in this prospectus or in any prospectus supplement hereto
before making a decision to invest in our securities. For more information, see Where You Can Find More

Information,  Incorporation of Information By Reference and Cautionary Statement About Forward-Looking
Statements.

USE OF PROCEEDS

Unless we state otherwise in the accompanying prospectus supplement, we intend to use the net proceeds from the
sale of the securities offered by us pursuant to this prospectus for the acquisition of mortgage assets or other
investments as allowed by our investment policy or general corporate purposes. General corporate purposes may
include the repayment of existing indebtedness, working capital and for liquidity needs. We have not determined the
amount of net proceeds to be used specifically for such purposes. As a result, management will retain broad discretion
over the allocation of net proceeds. Additional information on the use of net proceeds from any sale of securities
offered under this prospectus may be set forth in the prospectus supplement relating to a specific offering.

RATIOS OF EARNINGS TO FIXED CHARGES AND OF EARNINGS TO COMBINED
FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth the historical ratios of income from continuing operations (before fixed charges) to

(i) fixed charges and (ii) combined fixed charges and our preferred stock dividends for the periods indicated. Fixed
charges consist of interest expense. Preferred stock dividends consist of pre-tax amounts required to pay dividends in
respect of our preferred stock.

Nine Year Ended December 31,
Months
Ended
September

30,2017 2016 2015 2014 2013 2012
Ratio of earnings to fixed charges 1.46x 2.74x 1.69x 2.07x 2.74x 3.11x
Ratio of earnings to combined fixed charges and preferred
stock dividends 1.12x  2.01x 1.21x 1.53x 2.28x 2.94x

On August 1, 2012, we issued 2,300,000 shares of our Series A Preferred Stock, all of which shares of Series A
Preferred Stock were outstanding as of December 22, 2017. On April 19, 2013, we issued 2,250,000 shares of our
Series B Preferred Stock. Since April 19, 2013 and through December 22, 2017, we issued an additional 1,305,811
shares of our Series B Preferred Stock for an aggregate total of 3,555,811 shares, all of which shares of Series B
Preferred Stock were outstanding as of December 22, 2017.

20



Edgar Filing: DYNEX CAPITAL INC - Form S-3

DESCRIPTION OF OUR CAPITAL STOCK

The following is a description of the material terms of our capital stock. Because it is only a summary, it does not
contain all of the information that may be important to you. For a complete description, please refer to the Virginia
Stock Corporation Act and our articles of incorporation and bylaws. See Where You Can Find More Information.

General

Our articles of incorporation currently authorize a total of 150,000,000 shares of capital stock, consisting of
100,000,000 shares of common stock, $0.01 par value per share, and 50,000,000 shares of preferred stock, $0.01 par
value per share. Our articles of incorporation designate up to 8,000,000 shares of preferred stock as Series A Preferred
Stock and designate up to 7,000,000 shares of preferred stock as Series B Preferred Stock.

As of December 22, 2017, we had issued and outstanding 55,643,549 shares of common stock, 2,300,000 shares of
Series A Preferred Stock and 3,555,811 shares of Series B Preferred Stock. Under the Virginia Stock Corporation Act,
shareholders generally are not liable for the corporation s debts or obligations.

Restrictions on Ownership and Transfer

Two of the requirements of qualification for the tax benefits accorded by the REIT provisions of the Code are that
(1) during the last half of each taxable year not more than 50% in value of the outstanding shares of our capital stock
may be owned directly or indirectly by five or fewer individuals, and (2) there must be at least 100 shareholders on
335 days of each taxable year of 12 months.

To assist us in meeting these requirements and qualifying as a REIT, our articles of incorporation prohibit anyone
from owning in the aggregate, directly or indirectly, more than 9.8% of the outstanding shares of our capital stock,
unless our Board of Directors waives this limitation (the Ownership Limit ). For this purpose, ownership includes
constructive ownership in accordance with the constructive ownership provisions of Section 544 of the Code, as
modified in Section 856(h) of the Code, as well as shares beneficially owned under the provisions of Rule 13d-3 (or
any successor rule) under the Exchange Act.

The constructive ownership provisions of Section 544 of the Code generally attribute ownership of securities owned
by a corporation, partnership, estate or trust proportionately to its shareholders, partners or beneficiaries; attribute
ownership of securities owned by family members to other members of the same family; and set forth rules for
attributing securities constructively owned by one person to another person. All shares of our capital stock which any
person or persons acting as a group have the right to acquire upon exercise of outstanding rights, options and warrants,
and upon conversion of any securities convertible into shares of capital stock, will be considered outstanding for
purposes of determining the applicable Ownership Limit if such inclusion will cause such person or persons acting as
a group to own more than such applicable Ownership Limit.

To determine whether a person holds or would hold capital stock in excess of the Ownership Limit, a person will be
treated as owning not only shares of capital stock actually owned, but also any shares of capital stock attributed to that
person under the attribution rules described above. Accordingly, a person who individually owns less than 9.8% of the
shares outstanding may nevertheless be in violation of the Ownership Limit.

Any acquisition of shares of capital stock that could or would (i) cause us to be disqualified as a REIT, (ii) result in
the imposition of a penalty tax (a Penalty Tax ) on us (including the imposition of an entity-level tax on one or more
real estate mortgage investment conduits ( REMICs ) in which we have acquired or plan to acquire an interest) or
(iii) endanger the tax status of one or more REMICs in which we have acquired or plan to acquire an interest will be
null and void to the fullest extent permitted by law, and the intended transferee (the purported transferee ) will be
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deemed never to have had an interest in such shares. If the prior sentence is held void or invalid by virtue of any legal
decision, statute, rule or regulation, then the purported transferee of those shares will be deemed, at our option, to have
acted as agent on our behalf in acquiring those shares and to hold those shares on behalf of us.

Shares which, but for the provisions of Article VI of our articles of incorporation, would be owned by a person or
persons acting as a group and would, at any time, be in excess of the Ownership Limit will be Excess Shares. At the
discretion of the Board of Directors, all Excess Shares may be redeemed by us. We will provide written notice of
redemption to the holder of the Excess Shares not less than one week prior to the redemption date (the Redemption
Date ) determined by the Board of Directors and included in the notice of redemption. The redemption price to be paid
for Excess Shares will be equal to (a) the closing price of those shares on the principal national securities exchange on
which the shares are listed or admitted to trading on the last business day prior to the Redemption Date, or (b) if the
shares are not so listed or admitted to trading, the closing bid
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price on the last business day prior to the Redemption Date as reported on the NASD System, if quoted thereon, or
(c) if the redemption price is not determinable in accordance with either clause (a) or (b) of this sentence, the net asset
value of the shares determined in good faith by the Board of Directors and in accordance with the Virginia Stock
Corporation Act. From and after the Redemption Date, the holder of any shares of our capital stock called for
redemption will cease to be entitled to any distributions and other benefits with respect to those shares, except the
right to payment of the redemption price.

In addition, whenever our Board of Directors deems it to be prudent in avoiding (i) the imposition of a Penalty Tax on
us (including the imposition of an entity-level tax on one or more REMICs in which we have acquired or plan to
acquire an interest) or (ii) the endangerment of the tax status of one or more REMICs in which we have acquired or
plan to acquire an interest, we may redeem shares of our capital stock in the manner described in the foregoing
paragraph.

Whenever our Board of Directors deems it to be prudent in protecting our tax status, the Board of Directors may
require to be filed with us a statement or affidavit from each proposed transferee of shares of our capital stock setting
forth the number of such shares already owned by the transferee and any related person(s). Any contract for the sale or
other transfer of shares of our capital stock will be subject to this provision. Prior to any transfer or transaction which
would cause a shareholder to own, directly or indirectly, shares in excess of the Ownership Limit, and in any event
upon demand of our Board of Directors, such shareholder must file with us an affidavit setting forth the number of
shares of our capital stock of the Corporation owned by it directly or indirectly, including both constructive and
beneficial ownership. The affidavit must set forth all information required to be reported in returns filed by
shareholders under Treasury Regulation § 1.857-9 issued under the Code or similar provisions of any successor
regulation, and in reports to be filed under Section 13(d), or any successor rule thereto, of the Exchange Act. The
affidavit must be filed with us within ten days after demand therefor and at least fifteen days prior to any transfer or
transaction which, if consummated, would cause the filing person to hold a number of shares of our capital stock in
excess of the Ownership Limit. The Board of Directors has the right, but is not required, to refuse to transfer any
shares of our capital stock purportedly transferred if, as a result of the proposed transfer, any person or persons acting
as a group would hold or be deemed to hold Excess Shares.

In addition, whenever our Board of Directors deems it to be prudent in avoiding (i) the imposition of a Penalty Tax on
us (including the imposition of an entity-level tax on one or more REMICs in which we have acquired or plan to
acquire an interest) or (ii) the endangerment of the tax status of one or more REMICs in which we have acquired or
plan to acquire an interest, the Board of Directors may require to be filed with us a statement or affidavit from any
holder or proposed transferee of our capital stock stating whether the holder or proposed transferee is a tax-exempt
organization or a pass-through entity. Any contract for the sale or other transfer of shares of our capital stock of the
Corporation will be subject to this provision. The Board of Directors has the right, but is not required, to refuse to
transfer any shares of our capital stock purportedly transferred, if either (a) a statement or affidavit requested as
described in this paragraph has not been received, or (b) the proposed transferee is a tax-exempt organization or
pass-through entity.

Our Board of Directors may take any and all other action as it in its sole discretion deems necessary or advisable to
protect us and the interests of our shareholders by (i) maintaining our eligibility to be, and preserving our status as, a
REIT, (ii) avoiding the imposition of a Penalty Tax and (iii) avoiding the endangerment of the tax status of one or
more REMICs in which we have acquired or plan to acquire an interest. The Board of Directors in its discretion may
exempt from the Ownership Limit and from the affidavit filing requirements described above ownership or transfers
of certain designated shares of our capital stock while owned by or transferred to a person who has provided the Board
of Directors with acceptable evidence and assurances that our REIT status would not be jeopardized thereby. The
Ownership Limit will not apply to the acquisition of shares of our capital stock by an underwriter in a public offering
of those shares or in any transaction involving the issuance of shares of capital stock by us in which the Board of
Directors determines that the underwriter or other person initially acquiring those shares will timely distribute those
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shares to or among others so that, following such distribution, none of those shares will be deemed to be Excess
Shares.

The provisions described above may inhibit market activity, and may delay, defer or prevent a change in control or
other transaction and the resulting opportunity for the holders of our capital stock to receive a premium for their shares
that might otherwise exist in the absence of such provisions. Such provisions also may make us an unsuitable
investment vehicle for any person seeking to obtain ownership of more than 9.8% of the outstanding shares of our
capital stock. None of the provisions of our articles of incorporation may preclude settlement of any transaction
entered into or through the facilities of the New York Stock Exchange or any other exchange on which our common
stock may be listed from time to time.

Transfer Agent and Registrar
The transfer agent and registrar for our common stock is Computershare Shareowner Services. The transfer agent and

registrar for any other class or series of stock that we may issue will be identified in the applicable prospectus
supplement.
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DESCRIPTION OF OUR COMMON STOCK

The following description of our common stock sets forth certain general terms and provisions of our common stock
to which any prospectus supplement may relate, including a prospectus supplement providing that common stock will
be issuable upon conversion or exchange of our debt securities or preferred stock or upon the exercise of warrants to
purchase our common stock.

All shares of our common stock covered by this prospectus will be duly authorized, fully paid and nonassessable.
Subject to the preferential rights of any other class or series of stock and to the provisions of the articles of
incorporation regarding the restrictions on transfer of stock, holders of shares of our common stock are entitled to
receive dividends on such stock when, as and if authorized by our Board of Directors out of funds legally available
therefor and declared by us and to share ratably in the assets of our company legally available for distribution to our
shareholders in the event of our liquidation, dissolution or winding up after payment of or adequate provision for all
known debts and liabilities of our company, including the preferential rights on dissolution of any class or classes of
preferred stock.

Subject to the provisions of our articles of incorporation regarding the restrictions on transfer of stock, each
outstanding share of our common stock entitles the holder to one vote on all matters submitted to a vote of
shareholders, including the election of directors and, except as provided with respect to any other class or series of
stock, the holders of such shares will possess the exclusive voting power. There is no cumulative voting in the election
of our Board of Directors, which means that the holders of a plurality of the outstanding shares of our common stock
can elect all of the directors then standing for election and the holders of the remaining shares will not be able to elect
any directors.

Holders of shares of our common stock have no preference, conversion, exchange, sinking fund, redemption or
appraisal rights and have no preemptive rights to subscribe for any securities of our company. Subject to the
provisions of the articles of incorporation regarding the restrictions on ownership and transfer of stock, shares of our
common stock will have equal dividend, liquidation and other rights.

Under the Virginia Stock Corporation Act, a Virginia corporation generally cannot dissolve, amend its articles of
incorporation, merge, sell all or substantially all of its assets, engage in a share exchange or engage in similar
transactions outside the ordinary course of business unless approved by the affirmative vote of more than two-thirds of
all votes entitled to be cast on the matter, unless a greater or lesser proportion of votes (but not less than a majority of
all votes cast) is specified in the articles of incorporation. Our articles of incorporation provide that, except as
otherwise required or authorized by the Virginia Stock Corporation Act or our articles of incorporation, the vote
required to approve an amendment or restatement of the articles of incorporation will be a majority of all votes
entitled to be cast by each voting group entitled to vote on the amendment, other than in the case of an amendment or
restatement that amends or affects: (i) the shareholder vote required by the Virginia Stock Corporation Act to approve
a merger, share exchange, sale of all or substantially all of our assets or our dissolution, or (ii) the provisions
addressing the ownership of Excess Shares in the articles of incorporation.

DESCRIPTION OF OUR PREFERRED STOCK

The prospectus supplement relating to any series of preferred stock offered by that supplement will describe the
specific terms of those securities, including where applicable:

the title and stated value of that preferred stock;
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the number of shares of that preferred stock offered, the liquidation preference per share and the offering
price of that preferred stock;

the dividend rate(s), period(s) and payment date(s) or method(s) of calculation thereof applicable to that
preferred stock;

whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which dividends
on that preferred stock will accumulate;

the voting rights applicable to that preferred stock;
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