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Cherry Hill Mortgage Investment Corp. (CHMI) 

Resilient Earnings and Dividend Coverage Support Outlook; MITT 

Merger Offers Long-Term Upside 

◼ Key Takeaways: 

− Underlying earnings resilience continues to support CHMI's dividend, 

with EAD of $0.14/share providing 1.4x coverage and nine-month EAD 

growth of 34% y/y. 

− Improved RMBS carry remains a key earnings driver, with NII rising 37% 

y/y and portfolio spreads holding at 3.45%. 

− The MSR portfolio continues to provide earnings stability despite runoff, 

with servicing income rising 2% q/q to $7.5 million. 

− Book-value volatility remains the principal counterweight to earnings 

strength, with BVPS declining 13.6% q/q despite substantial hedging 

gains. 

− CHMI trades at 4.5x 2026E EAD with a 15.4% dividend yield, while the 

MITT merger anchors near-term valuation and offers longer-term upside 

potential. 

◼ Core earnings remained relatively stable, supporting dividend 

coverage despite modest sequential EAD moderation. CHMI reported 

earnings available for distribution (EAD) attributable to common stockholders 

of $5.2 million, or $0.14/share, in 3Q26 compared with $5.5 million, or 

$0.15/share, in 2Q26. The modest sequential decline was primarily driven by 

changes in price premium amortization, while underlying portfolio earnings 

and servicing cash flows remained relatively stable. Importantly, EAD for the 

first nine months of 2026 increased 34.4% y/y to $16.0 million from $11.9 

million, or $0.44/share versus $0.35/share, reflecting meaningful 

improvement in underlying earnings generation. The $0.10/share quarterly 

dividend remained well covered at approximately 1.4x, compared with 1.5x 

in 2Q26, supporting the sustainability of the current payout despite continued 

mortgage portfolio volatility. 

◼ Net interest income remained well above prior-year levels, although a 

smaller portfolio and changing financing economics moderated 

sequential performance. NII totaled $4.5 million in 3Q26 compared with 

$4.7 million in 2Q26 and $3.3 million in 3Q25, representing an increase of 

approximately 37% y/y. Interest income was $14.2 million versus $14.7 

million sequentially, reflecting the smaller investment portfolio, while interest 

expense declined to $9.7 million from $10.0 million as financing balances 

decreased. On a year-over-year basis, interest expense declined 21.6% from 

$12.3 million, more than offsetting a 9.2% decline in interest income. For the 

first nine months of 2026, NII increased 69.3% to $13.7 million from $8.1 

million in the prior year, supported by a $6.1 million reduction in financing 

expense. While lower outstanding borrowings supported NII, the quarter-end 

repo rate increased to 3.98% from approximately 3.76% in 2Q26, suggesting 

that further funding-cost benefits may be more limited.
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Chart 1: Net Interest Income and Net Servicing Income Trend 

  

Source: Exec Edge Research, Company Filings 

◼ RMBS carry remained favorable despite significant portfolio valuation pressure, highlighting the divergence 

between recurring income and book value performance. The RMBS net interest spread held at 3.45% in 3Q26, 

unchanged sequentially and significantly above 2.52% at year-end 2025. The weighted-average asset yield used in 

the spread calculation increased to 5.80% from 5.24% at December 31, while weighted-average interest expense, 

including the benefit of related swaps, declined to 2.35% from 2.72%. This represents a 93-bps improvement in net 

interest spread over the first nine months of 2026 and highlights the underlying improvement in portfolio carry despite 

volatility in mortgage valuations. The RMBS portfolio ended September with approximately $1.0 billion in carrying 

value, a weighted-average coupon of 5.08% and a portfolio yield of 5.17%, compared with a 4.98% coupon and 

5.08% yield at year-end 2025. 

◼ Book value erosion highlights the divergence between recurring earnings and economic returns amid 

significant mortgage portfolio volatility. CHMI's BVPS declined 13.6% q/q to $2.73 from $3.16 at June-end, 

compared with a 2.2% decline in 2Q26. Including the $0.10 quarterly dividend, total economic return was negative 

10.4%, reversing the positive 0.9% return recorded in the prior quarter. GAAP net loss applicable to common 

stockholders totaled $3.9 million, or $0.11/share, compared with net income of $1.3 million, or $0.04/share, in 2Q26, 

primarily reflecting substantial RMBS mark-to-market losses, partially offset by derivative and servicing-related asset 

gains. Comprehensive loss attributable to common shareholders reached $12.7 million compared with 

comprehensive income of $1.8 million sequentially. In our view, stabilizing book value is increasingly important to 

CHMI's investment case, particularly as favorable RMBS carry has not translated into positive economic returns. 

◼ Hedging provided substantial protection against RMBS valuation losses, but residual mortgage basis 

exposure continued to pressure book value. CHMI recorded $32.1 million of unrealized derivative gains in 3Q26 

versus a $9.3 million loss in 2Q26, a favorable $41.4 million swing. Realized derivative gains added $10.6 million 

versus $12.1 million sequentially, bringing total derivative gains to $42.7 million. These gains partially offset $51.8 

million of unrealized RMBS losses through earnings and $8.9 million through other comprehensive income, 

highlighting the limitations of interest-rate hedging in fully offsetting mortgage asset valuation movements. At 

September-end, CHMI held $767.3 million in interest rate swaps, $415.4 million in net short TBA positions, $68.1 

million in net short Treasury futures and $91.7 million in net short Eris SOFR swap futures. Net short TBA exposure 

increased from $266.9 million at June-end, reflecting active portfolio repositioning. The increased short TBA position 

also reflects a more defensive portfolio stance amid mortgage market volatility. 

◼ MSR income remained stable despite portfolio runoff, providing a complementary source of earnings amid 

RMBS volatility. Net servicing income increased 2.0% q/q to $7.5 million from $7.4 million, supported by servicing 

fee income of $9.8 million versus $9.7 million and lower servicing costs of $2.2 million versus $2.3 million. However, 

net servicing income declined from $8.5 million in 3Q25, reflecting the gradual reduction in the underlying servicing 

portfolio. MSR unpaid principal balance decreased to approximately $14.9 billion from $15.2 billion sequentially and 

$15.9 billion at year-end 2025, representing a decline of approximately 6.5% YTD. The portfolio continues to benefit 

from a low 3.49% weighted-average mortgage coupon, limiting refinancing incentives and supporting servicing 

income durability. Recapture remained modest at 0.2% in 2Q26, the latest disclosed figure, limiting the offset to 
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natural portfolio runoff. We believe the MSR portfolio remains an important source of earnings stability, although 

continued runoff limits its ability to support incremental income growth. 

◼ Positive MSR valuation gains provided a partial offset to RMBS losses, although changing valuation 

assumptions remain important sensitivities. The company recognized a $4.1 million unrealized gain on 

investments in servicing-related assets compared with a $2.4 million unrealized loss in 2Q26, representing a positive 

sequential swing of approximately $6.4 million. The September 30 valuation incorporated a weighted-average 

assumed prepayment speed of 5.9%, compared with 6.5% at year-end 2025, and a discount rate of 10.4% versus 

9.2%. The portfolio's carrying value of $215.2 million remained relatively stable versus $214.8 million at December 

31, even as underlying UPB declined from $15.9 billion to $14.9 billion. The relatively stable carrying value despite 

lower UPB underscores the contribution of valuation movements, although changes in prepayment and discount-

rate assumptions remain important sensitivities. 

◼ Merger-related costs drove higher operating expenses, while the Real Genius settlement provides greater 

clarity on the remaining investment exposure. Total operating expenses increased to $6.5 million in 3Q26 from 

$4 million in 2Q26, driven by G&A expense of $4.6 million versus $2.1 million sequentially. The increase largely 

reflected $2.8 million of transaction-related expenses incurred in connection with the pending MITT merger, which 

were excluded from EAD, compared with $0.2 million in the prior quarter. Compensation and benefits remained 

relatively stable at $1.8 million versus $1.9 million. Separately, CHMI recorded an additional $0.5 million provision 

for credit losses on the promissory note associated with Real Genius, bringing the cumulative allowance to $2.8 

million against the original $3.2 million principal balance. Subsequent to quarter-end, on October 21, CHMI entered 

into a discounted payoff agreement under which it will accept $0.4 million as full settlement of the note, receiving 

approximately $0.3 million on October 22, with the remainder payable over three years. The settlement provides a 

defined recovery path for the remaining Real Genius exposure, while merger-related expenses remain a near-term 

consideration as CHMI progresses toward the MITT transaction closing. 

Chart 2: 3Q26 GAAP Net Income to EAD Reconciliation 

 

Source: Exec Edge Research, Company Filings 
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◼ Portfolio cash generation improved, but higher collateral requirements reduced available liquidity. Operating 
cash flow increased to $17.0 million in 3Q26 from $4.6 million in 2Q26, bringing nine-month operating cash 
generation to $34.3 million versus $10.7 million y/y. Investing activities generated $30.7 million during the quarter, 
reflecting RMBS principal repayments, portfolio sales and derivative settlements. At September-end, unrestricted 
cash declined 20.9% q/q to $41.2 million from $52.1 million, while restricted cash increased to $32.4 million from 
$25.4 million. The higher restricted cash balance, including $15.7 million pledged against derivatives and $16.7 
million against repo financing, highlights the role of collateral requirements in CHMI's liquidity position. 

◼ CHMI's diversified funding structure provides flexibility to navigate mortgage market volatility ahead of the 
MITT merger. Aggregate portfolio leverage increased to 5.19x from 5.02x in 2Q26, while repo borrowings declined 
to $964.9 million from $1.01 billion sequentially and $1.14 billion at year-end 2025. Financing remained diversified 
across 18 repo counterparties, with a weighted-average haircut of 4.4% and no individual counterparty exposure 
exceeding 5% of stockholders' equity. CHMI also maintained $200 million in committed MSR financing capacity 
through its Freddie Mac and Fannie Mae facilities, with approximately $139 million outstanding at September-end. 
The combination of lower absolute borrowings and established financing relationships provides funding flexibility, 
although higher leverage and short-term repo exposure remain important monitorables amid mortgage market 
volatility. 

◼ Healthy dividend coverage supports shareholder distributions, while capital allocation remains focused on 
preserving flexibility ahead of the MITT merger. The company maintained its quarterly common dividend at 
$0.10/share, equivalent to an annualized payout of $0.40/share and a dividend yield of 15.4%. The dividend was 
covered approximately 1.4x by 3Q26 EAD, while nine-month EAD of $0.44/share covered cumulative common 
dividends of $0.30/share by approximately 1.5x. Preferred dividends also continued as scheduled, with Series A and 
Series B dividends of $0.5125 and $0.6162/share, respectively, paid in October. Capital allocation remained 
conservative, with no ATM issuance or common or preferred share repurchases during the first nine months of 2026. 
With book value declining 13.6% sequentially and unrestricted cash at $41.2 million, maintaining liquidity and 
dividend coverage remains a priority ahead of the proposed combination. 

◼ Full-year earnings expectations remain supportive despite sequential EAD moderation, with favorable 
portfolio carry underpinning the outlook. Street estimates sourced from TIKR indicate 2026E EAD of $0.58/share, 
compared with $0.46/share in 2025 and $0.40/share in 2024. With EAD of $0.44/share generated during the first 
nine months of 2026, current estimates imply a relatively stable underlying earnings run rate through year-end, 
although the smaller RMBS portfolio and servicing runoff remain offsets. The expected improvement is supported 
by the expansion in RMBS net interest spread to 3.45%, improved financing economics relative to 2025 and recurring 
servicing cash flows. We believe the 2026E earnings outlook supports the current dividend, although improved book-
value stability will be important for translating recurring earnings into stronger shareholder returns. 

Chart 3: Estimates Suggest Resilient Core Earnings 

   

Source: Exec Edge Research, Company Filings, Forward Estimates from TIKR. 
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Covered Earnings and MITT Merger Support Valuation Upside 

◼ Disclaimer: Exec Edge does not publish proprietary estimates, ratings, price targets, or investment 

recommendations. The valuation discussion below is illustrative only and is based on company filings, management 

commentary, and third-party data and estimates. It does not constitute a recommendation, price target, rating, or 

prediction of future pricing. 

◼ The pending MITT merger is expected to create a $9.0 billion residential mortgage investment platform in 

4Q26, offering CHMI shareholders greater scale and operating efficiencies. Under the agreement announced 

on August 10, 2026, CHMI shareholders will receive 0.3063 MITT shares and $0.93 in cash per share, representing 

an initial transaction value of approximately $3.10/share and a 29% premium to CHMI's unaffected August 7 closing 

price. CHMI shareholders are expected to own approximately 27% of the combined company, with management 

targeting $7 million to $9 million in annual operating efficiencies. TPG's mortgage origination, acquisition and asset 

management capabilities could also support MSR portfolio growth and more efficient capital deployment. The 

transaction remains subject to shareholder approvals, with meetings scheduled for December 2, 2026, and closing 

targeted for 4Q26. We believe the combination addresses CHMI's relatively small operating scale, with successful 

integration and realization of expected efficiencies important to the longer-term investment case. 

◼ CHMI's attractive earnings yield and covered dividend support its valuation, while the MITT transaction 

provides a clear near-term pricing reference. At the October 30 closing price of $2.60, CHMI has a market 

capitalization of approximately $96 million and trades at 4.5x Street 2026E EAD of $0.58/share, with a dividend yield 

of 15.4%. The stock trades at 0.95x September-end BVPS of $2.73, compared with 0.82x June-end book value of 

$3.16 at the same share price, reflecting the impact of the 13.6% sequential book-value decline. At MITT's October 

30 closing price of $5.60, the agreed consideration implies approximately $2.65 per CHMI share, or a 1.7% premium 

to CHMI's closing price, compared with $3.10/share at announcement. We believe CHMI's recurring earnings remain 

supportive of its current valuation, while the fixed exchange ratio makes MITT's share-price performance and 

successful transaction completion the primary near-term valuation drivers. 

◼ MITT's discount to peers provides potential longer-term valuation upside, supported by operating synergies 

and opportunities for improved earnings and book-value performance. At the October 30 closing price of $5.60, 

MITT has a market capitalization of ~$178 million and trades at 0.6x book value and 5.4x 2026E earnings, compared 

with mortgage REIT peer benchmarks of 0.9x and 6.0x, respectively. Its 17.1% dividend yield compares with CHMI's 

15.4% indicated yield, supporting the combined investment's income appeal. With ~65% of the implied consideration 

represented by MITT shares, CHMI shareholders retain exposure to any improvement in MITT's valuation. In our 

view, a more favorable interest-rate environment, combined with expected merger efficiencies, could support 

earnings growth and book-value stability, strengthening the case for a narrowing of MITT's valuation discount to 

peers. Successful transaction completion remains the immediate catalyst, while sustained earnings, book-value 

stability and realization of merger efficiencies will determine the scope for longer-term valuation improvement. 

Chart 4: CHMI and MITT vs. Peers 

 

Source: Exec Edge Research, TIKR. Data as of 10/30 close. *Core EPS/EAD per share has been used for calculation of the P/E multiple for CHMI. 
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Chart 5: CHMI - Financial Snapshot 

 

Source: Exec Edge Research, Company Filings 
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Disclaimer 
By using Exec Edge, Exec Edge Research, Executives-Edge.com or and any subdomain or premium service offered by 

Capital Markets Media LLC (collectively, “Exec Edge”), hereafter referred to as "Services", you acknowledge that (i) any 

and all Services provided are for informational purposes only and do not constitute a recommendation for any particular 

stock, company, investment, commodity, security, transaction, or any other method of trading featured in any place on 

Exec Edge (ii) Exec Edge does not guarantee the accuracy, completeness, or timeliness of the Services provided (iii) 

views offered by any Services, outside contributors, columnists, partners and employees are not specifically endorsed 

by Exec Edge, nor does Exec Edge hold any responsibility or liability for any actions, negative or otherwise, taken by 

you either directly or indirectly as a result of participating in any Services offered. 

Exec Edge, its employees, partners, and any other representatives will not, either directly or indirectly, be held liable, 

accountable, or responsible, in any capacity, to you or to any other person for any (i) errors, inaccuracies, or omissions 

from the Services including, but not limited to, quotes, rumors, chatter, financial data, and reports; (ii) interruptions, 

delays, or errors in delivery or transmission of the Services, (iii) damages or losses arising there from or occasioned 

because of, or by any reason of nonperformance. 

Exec Edge makes its best efforts to carefully research and compile all information available. In doing so, the published  

content may include mentions of rumors, chatter, or unconfirmed information, which may or may not be provided to Exec 

Edge for the purpose of being included on the Site. Nothing include on the Site, including statements on returns, share 

price gains, capital gains, or other forecast(s) shall be read as financial advice nor shall any of the foregoing be relied 

upon in making financial or investment decisions. Readers should beware that while unconfirmed information may be 

correlated with increased volatility in securities, price movements based on unofficial information may change quickly 

based on increased speculation, clarification, or release of official news. Any information on the Site may be outdated at 

the time of posting or of your review of same.  

Please be advised that foreign currency, stock, and option trading involves substantial risk of monetary loss. Neither 

Exec Edge nor its staff recommends that you buy, sell, or hold any security and nothing on the Site shall be considered 

to be investment advice.  Exec Edge does not offer investment advice, personalized or otherwise. All information 

contained on this website is provided as general commentary for informative and entertainment purposes, and does not 

constitute investment advice. No guarantee can be given for the accuracy, completeness, or timeliness of any information 

available on the Site.  

Liability 

Exec Edge reserves the right, at any time, and without notice to You, to change (i) any terms and services listed under 

Exec Edge's Terms of Service (ii) any portions of the Services, including but not limited to the discontinuation or 

elimination of any feature of the Services, including but not limited to the addition or removal of any Partner or employee 

content (iii) any fees or conditions established for usage of any of the Services provided by Exec Edge. Any changes to 

Exec Edge's Terms of Service or Services will be effective immediately following the posting of any modification to our 

Services and Terms of Service. 

Exec Edge will not accept liability for any loss or damage, including without limitation to, any loss of profit, which may 

arise directly or indirectly from use of or reliance on this information, whether specifically stated in the above Terms of 

Service or otherwise. Exec Edge recommends that you conduct your own due diligence and consult a certified financial 

professional for personalized advice about your financial situation. Exec Edge, its data providers, the financial exchanges 

and each of their affiliates (i) expressly disclaim the accuracy, adequacy, or completeness of any data on the Site;  and 

(ii) shall not be liable for any errors, omissions or other defects in, delays or interruptions in such data; or (iii) for any 

actions taken in reliance thereon. Neither Exec Edge nor any of its information providers will be liable for any damages 

relating to your use of the information provided herein, including but not limited to financial loss. 

Material from Exec Edge may not be published in its entirety or redistributed without the approval of Exec Edge. 

Exec Edge does and seeks to do business with companies covered in research notes, including but not limited to 

conference sponsorships and other in-person and/or video events.  Exec Edge may also earn a fee from selling data, 

including information pertaining to persons accessing the site or research on specific companies. Such endeavors may 
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lead to additional revenue sources available to Exec Edge, including, but not limited to publications available on the Site 

as a result of paid-for research. 

Analyst Certification  

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and 

all of the subject securities or issuers. No part of the compensation of the responsible analyst(s) is, or will be, directly or 

indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in any report.  

Data 

Exec Edge, its data providers, the financial exchanges and each of their affiliates (A) expressly disclaim the accuracy, 

adequacy, or completeness of any data and (B) shall not be liable for any errors, omissions or other defects in, delays 

or interruptions in such data, or for any actions taken in reliance thereon. Neither Exec Edge nor any of its information 

providers will be liable for any damages relating to your use of the information provided herein. Either Exec Edge or its 

third party data or content providers have exclusive proprietary rights in the Site, the data generated by the Site, and 

information provided by You through your access and use of the Site. By using the Site, You agree that your information 

may be provided and/or sold to third parties. You agree not to copy, modify, reformat, download, store, reproduce, 

reprocess, transmit or redistribute any data or information found herein or use any such data or information in a 

commercial enterprise without obtaining prior written consent. All data and information is provided as is. 
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