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Dear Fellow Stockholders:

As we approach AGNC’s 15-year anniversary on May 15, 2023, we are increasingly optimistic that we may be entering one of the most favorable and potentially durable investment environments for Agency MBS in the Èîìïàíøďòçèòóîñøåîëëîöèíæàíä÷óñäìäëøóôñáôëäíóâçàñàâóäñèùäãáøçèæçèíĦàóèîíæëîáàëìàâñîäâîíîìèâ uncertainty, aggressive monetary policy tightening, and growing recession concerns.

×èòèíæèíóäñäòóñàóäòàíãöäàêäíèíæèíõäòóîñòäíóèìäíóãñîõää÷óñàîñãèíàñèëøïîîñïäñåîñìàíâäèíáîóçóçäĥ÷äã èíâîìäàíãäðôèóøìàñêäóòÆëóçîôæçóçäÆæäíâøÒÇØòäâóîñöàòàëòîíäæàóèõäëøèìïàâóäãòèæíèĥâàíóàãõäñòä repricing events have preceded our most favorable investment environments, and, to that end, we are excited about the go-forward opportunity that is emerging as we enter the new year.


Broad Market Total Returns in 20227
[image: ]


	
	Bloomberg U.S.
	Bloomberg U.S.
	10 Year U.S.
	
	
	Bloomberg
	Nasdaq
	

	
	
	Aggregate Bond
	
	
	S&P 500
	Mortgage REIT
	
	

	0%
	MBS Index
	Index
	Treasury
	
	
	Index
	Composite
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(5%)
	
	
	
	
	
	
	
	
	
	

	(10%)
	
	
	
	
	
	
	
	
	
	

	(15%)
	(12%)
	(13%)
	(15%)
	
	
	
	
	

	(20%)
	
	
	
	(18%)
	
	
	

	
	
	
	
	
	
	
	
	
	

	(25%)
	
	
	
	
	
	
	
	(24%)
	
	

	(30%)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(35%)
	
	
	
	
	Fixed Income
	
	Equity
	
	(33%)
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


[image: ][image: ][image: ][image: ][image: ][image: ][image: ]




AGNC Annual Report

1

[image: ]


A Look Back at 2022: Macroeconomic Uncertainty and Broad Market Volatility

ÎíñäòïîíòäóîçèæçëäõäëòîåèíĦàóèîíòóäììèíæåñîìàíä÷óäíãäãïäñèîãîåôíïñäâäãäíóäãĥòâàëàíãìîíäóàñø stimulus and supply chain disruptions associated with the COVID-19 pandemic, the Fed embarked on a historically aggressive tightening campaign, raising the Federal Funds rate by 4.25% through a series of seven rate hikes between March and December. In response, interest rates across the yield curve rose materially, with the yield on the 10-year Treasury increasing by almost 2.50%.

To put that move in historical context, the 10-year Treasury’s -15% total return in 2022 was the worst annual performance for these bonds in decades. The sharp increase in Treasury rates also pushed primary mortgage rates to their highest levels in the last two decades. The equity markets were similarly adversely impacted by the Fed’s actions, as the S&P 500 posted a -18% total return in 2022, its worst annual performance since the 2008 Great Financial Crisis.
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10 Year U.S Treasury

Change > 100 bps Over Rolling 60-Day Period



ÎíòäõäñäìàñêäóãîöíóôñíòÚØÙñäàòôñèäòàíãÆæäíâøÒÇØîåóäíèíèóèàëëøôíãäñïäñåîñìîóçäñĥ÷äãèíâîìäàòòäó âëàòòäòàòèíõäòóîñòòäëëóçäòäòäâôñèóèäòĥñòóóîæäíäñàóäëèðôèãèóøàíãìääóñäãäìïóèîíîáëèæàóèîíòöàò íîä÷âäïóèîíàòòèæíèĥâàíóáîíãåôíãîôóĦîöòëäãóîïñîíîôíâäãòäëëèíæïñäòòôñäèíóçäÆæäíâøÒÇØìàñêäó
throughout the year.
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ÒàñêäóóôñáôëäíâäöàòåôñóçäñàìïëèĥäãáøàíôíàíóèâèïàóäãäïèòîãäîåèíòóàáèëèóøèíóçäÚÐáîíãìàñêäóò èíØäïóäìáäñàíãÔâóîáäñöçèâçïñîãôâäãàãõäñòäñèïïëääĤäâóòàâñîòòæëîáàëĥ÷äãèíâîìäïñîãôâóòÆòà result, mortgage spreads to benchmark interest rates across the mortgage coupon stack widened to levels last experienced during the Great Financial Crisis, driving a -12% total return for the unlevered Bloomberg U.S. MBS Index in 2022, its worst year on record since the Index’s inception in 1976.


30 Year Current Coupon MBS to 10 Year UST Spread10
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Ùçèòòèæíèĥâàíóòïñäàãöèãäíèíæâîôïëäãöèóçòôòóàèíäãèíóäñäòóñàóäõîëàóèëèóøãñîõäà�$ Yàííôàëäâîíîìèâ return for AGNC in 2022, comprised of $1.44 in dividends per common share and a $5.91 decline in tangible net book value per common share. Despite outsized and prolonged market volatility, AGNC delivered strong net spread and dollar roll income, excluding ‘catch-up’ premium amortization, of $3.11 per common share in 2022, highlighting the resilient earnings power of our portfolio.

While full year results for 2022 were disappointing, the fourth quarter of 2022 provided reason for optimism. Following the peak of macroeconomic and monetary policy uncertainty in September and October, bond market òäíóèìäíóèìïñîõäãìàóäñèàëëøàòöäàêäñèíĦàóèîíãàóààëëîöäãóçäËäãóîòëîöóçäïàâäîåñàóäçèêäòÙçäòä positive developments, coupled with the historically compelling valuation levels in Agency MBS, attracted investors áàâêóîóçäĥ÷äãèíâîìäìàñêäóòÙçäòäèìïñîõèíæìàñêäóâîíãèóèîíòâàôòäã ÆæäíâøÒÇØòïñäàãòóîóèæçóäíàíã drove the 8.4% increase in our tangible net book value per common share and our 12.3% economic return in the fourth quarter of 2022.
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Looking Ahead: Compelling Dynamics Create Unique Environment for Agency MBS

Today, projected returns on Agency MBS are as compelling as they have ever been in AGNC’s history, and we believe this uniquely favorable investment environment could also prove more durable than previous cycles and òèæíèĥâàíóëøäíçàíâäÆÌÓÈďòëîíæ�óäñìåñàíâçèòäõàëôäÙçäïîòèóèõäìàñêäóìîìäíóôìóçàóáäæàíèíóçäåîôñóç quarter of 2022 has continued into 2023, driving the year-to- date increase of approximately 10% in our estimated tangible net book value per common share through February 9, 2023 that we disclosed in mid-February. AGNC’s

YóîóàëòóîâêñäóôñíåñîìóçäáäæèííèíæîåÖ óçñîôæçóçäìèã�ËäáñôàñøãèòâëîòôñäàëòîñäĦäâóòóçèò improved outlook.
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:KLOHEURDGPDUNHWVKLIWVHYROYHRYHUWLPHDQGDUHJHQHUDOO\QRWOLQHDUDFRQưXHQFHRI positive dynamics support our favorable outlook for Agency MBS:

	1
	Agency MBS spreads remain wide by historical standards and present compelling valuation
	

	
	levels for new investments. Importantly, we also believe spreads will settle at normalized levels
	

	
	àáîõäçèòóîñèâàëàõäñàæäòöçèâçñäĦäâóòóçäæñàãôàëñäãôâóèîíèíËäãèíõäòóìäíóàâóèõèóø
	

	
	after playing a dominant role as a non-economically motivated buyer in the Treasury and
	

	
	Agency MBS markets for over a decade. This favorable spread environment, coupled with the
	

	
	òèæíèĥâàíóåôíãèíæèìïñîõäìäíóòóçàóçàõäîââôññäãîõäñóçäëàòóòäõäñàëøäàñòìäàíèíæåôëëø
	

	2
	áäíäĥóÆÌÓÈďòáôòèíäòòîõäñóçäëîíæ�óäñì
	

	
	ÙçäãäìàíãåîñÆæäíâøÒÇØöèëëëèêäëøîôóïàâäòôïïëøàòîíæîèíæàĤîñãàáèëèóøâçàëëäíæäò
	

	
	and a weaker housing market limit the organic supply of Agency MBS over the next 12 months.
	

	
	ËôñóçäññôíîĤîåóçäËäãďòÆæäíâøÒÇØïîñóåîëèîèòïñîéäâóäãóîáäæñàãôàëàòäëäõàóäã
	

	3
	ìîñóæàæäñàóäòàíãìèíèìàëñäĥíàíâäàâóèõèóøàñää÷ïäâóäãóîïäñòèòó
	

	
	Interest rate stability is poised to improve as the Fed slows the pace of rate hikes and ultimately
	

	
	ñäàâçäòèóòèíĦäâóèîíïîèíóèíìîíäóàñøïîëèâøÆãäâëèíäèíèíóäñäòóñàóäõîëàóèëèóøáäíäĥóò
	

	
	Agency MBS valuation levels and reduces the costs associated with ongoing risk management
	


and rebalancing activities.


With $4.3 billion of cash and unencumbered Agency MBS, tangible net book value ‘at risk’ OHYHUDJHRI[DQGDKHGJHUDWLRRIDVRI'HFHPEHU$*1&KDVVLJQLƮFDQW ưH[LELOLW\WRWDNHDGYDQWDJHRIXQLTXHO\IDYRUDEOHLQYHVWPHQWRSSRUWXQLWLHVWKURXJKRXW 2023 without compromising our long-standing risk management discipline.
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AGNC: Where Investing Creates Opportunity

AGNC’s goal is to generate compelling long-term risk-adjusted returns with a substantial yield component for our stockholders. Since inception, we have utilized an active management strategy that brings together a unique combination of asset selection expertise, competitive funding advantages, and disciplined risk management. ÆÌÓÈďò!#YóîóàëòóîâêñäóôñíåñîìîôñÒàø$ÎÕÔóçñîôæçËäáñôàñø%ñäĦäâóòòôáòóàíóèàë outperformance relative to broader market indices and illustrates both the durability of our business model and óçäáäíäĥóîåáäèíæàëîíæ�óäñìèíõäòóîñèíÆÌÓÈÎíàããèóèîíîôñãèõèãäíãøèäëãçàòìäàíèíæåôëëøä÷âääãäãóçîòä îåĥíàíâèàëòäñõèâäòâîìïàíèäòàíãîóçäñóñàãèóèîíàëøèäëã�îñèäíóäãòäâóîñòïñîõèãèíæòôáòóàíóèàëìîíóçëøèíâîìä to stockholders. Since our inception, AGNC has paid over $12 billion of common stock dividends and over $500 million of preferred stock dividends.
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ÆÌÓÈïñîõèãäòòóîâêçîëãäñòàëèðôèãàíãäħâèäíóöàøóîæàèíä÷ïîòôñäóîÆæäíâøÒÇØàãèĤäñäíóèàóäãàòòäó class that supports the U.S. mortgage market, without taking credit risk. In addition, AGNC’s business model and èíõäòóìäíóä÷ïäñóèòäàñäåôñóçäñäíçàíâäãáøàïëàóåîñìóçàóïñîõèãäòèíãôòóñø�ëäàãèíæîïäñàóèíæäħâèäíâø òèæíèĥâàíóòâàëäàíãàëîíæ�òóàíãèíæâîììèóìäíóóîóñàíòïàñäíóèíõäòóîñâîììôíèâàóèîíòàíãòóîâêçîëãäñ� focused capital management.

While our focus on investment excellence is unwavering, we also appreciate the importance of the environment, society, and strong governance.
[image: ]

AGNC’s core business advances an important social purpose by bringing permanent SULYDWHFDSLWDOWRWKH86KRXVLQJƮQDQFHV\VWHPDQGIDFLOLWDWLQJKRPHRZQHUVKLSORQJ viewed as a central tenet of the “American Dream” and the primary source of wealth creation for millions of hard-working homeowners.


We invest with an understanding and awareness of the important role we play in the homeownership process, and we remain focused on continuously improving our ESG disclosures and practices.
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In 2022, we published our second annual ESG Report, which provides stakeholders with a comprehensive overview îåîôñâîñïîñàóäñäòïîíòèáèëèóøàíãòôòóàèíàáèëèóøäĤîñóòàíãîôóëèíäòîôñâîììèóìäíóóîäíõèñîíìäíóàëàöàñäíäòò robust human capital management practices, and exceptional corporate governance standards. This report provided disclosures aligned with the recommendations of the Sustainable Accounting Standards Board (“SASB”), öçèâçèãäíóèĥäòóçäÊØÌåàâóîñòìîòóìàóäñèàëóîÆÌÓÈďòáôòèíäòòàíãîïäñàóèîíòÙçäñäïîñóàëòîèíâëôãäã åîñóçäĥñòóóèìäãèòâëîòôñäîåèíåîñìàóèîíñäëàóäãóîóçäÙàòêËîñâäîíÈëèìàóä�×äëàóäãËèíàíâèàëÉèòâëîòôñäò (“TCFD”) framework, such as Scope 1 and 2 Greenhouse Gas (“GHG”) emissions data, as well as our purchases îåâàñáîíîĤòäóòàíãñäíäöàáëääíäñæøâäñóèĥâàóäòèíñäòïäâóîåóçäåôëëàìîôíóîåîôñØâîïäàíãÌÍÌ emissions, respectively. Going forward, we will continue to evaluate additional reporting and disclosures that are relevant to our business and informative for our stakeholders, and we look forward to sharing our third annual ESG report in 2023.


A Positive Outlook

In our 2021 Stockholder Letter, we noted our defensive positioning going into 2022, as we expected challenging market conditions and widening Agency MBS spreads to persist throughout the year. Now, as we look ahead
to 2023 and beyond, we believe a stabilizing macroeconomic backdrop combined with compelling technical tailwinds for the Agency MBS market have begun to create a historically favorable environment for AGNC. Through our opportunistic approach that incorporates asset selection expertise, competitive funding advantages, and long-standing risk management discipline, we believe AGNC is uniquely positioned to capitalize on this market opportunity and generate attractive long-term returns for our stockholders as we approach our 15th anniversary and begin our next chapter.


As always, we appreciate your continued support of AGNC, and we wish you a healthy and prosperous 2023.



Best regards,








Peter J. Federico

ÕñäòèãäíóàíãÈçèäåÊ÷äâôóèõäÔħâäñ

Ëäáñôàñø!
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Endnotes

1 As of February 9, 2023.

2 As of December 31, 2022.

3 Total stock returns are measured from AGNC’s May 2008 IPO through February 9, 2023. Total stock return over a period includes price appreciation and dividend reinvestment; dividends are assumed to be reinvested at the closing price of the security on the ex-dividend date. Source: Bloomberg.

4 Dividend yields as of February 9, 2023. Source: Bloomberg.

! ÆÌÓÈďòîïäñàóèíæâîòóòóñôâóôñäñäĦäâóòîïäñàóèíæä÷ïäíòäòàòàïäñâäíóàæäîåàõäñàæäòóîâêçîëãäñòďäðôèóøåîñóçäøäàñäíãäã December 31, 2022.

" ÇàòäãôïîíìàíàæäìäíóďòäòóèìàóäòîåóçäíôìáäñîåçîìäòĥíàíâäãáøÆÌÓÈďòçîëãèíæòîåÆæäíâøÒÇØàòîåÉäâäìáäñ

7 Total returns are measured from December 31, 2021 through December 31, 2022. Source: Bloomberg.

8 Represents the midpoint of the Federal Funds target range from December 31, 2008 through December 31, 2022. Source: Federal Reserve.

9 Rates shown from December 31, 2008 through December 31, 2022. Source: Bloomberg.

10  Daily spreads from December 31, 2008 through December 31, 2022. Source: Bloomberg.
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ÙçèòÆííôàë×äïîñóâîíóàèíòåîñöàñã�ëîîêèíæòóàóäìäíóòöèóçèíóçäìäàíèíæîåóçäÕñèõàóäØäâôñèóèäòÑèóèæàóèîí×äåîñìÆâóÕëäàòäñäåäñóîóçä ãèòâôòòèîíîååîñöàñã�ëîîêèíæòóàóäìäíóòöèóçèíđÒàíàæäìäíóďòÉèòâôòòèîíàíãÆíàëøòèòĒèíâëôãäãèíóçèòÆííôàë×äïîñóÕàòóïäñåîñìàíâä èòíîóèíãèâàóèõäîååôóôñäñäòôëóòÈîìïàñàóèõäçèòóîñèâàëïäñåîñìàíâäàíãøèäëããàóàèòïñîõèãäãàòàñäåäñäíâäïîèíóåîñèíåîñìàóèîíïôñïîòäò îíëøÆÌÓÈďòáôòèíäòòòóñàóäæøàíãïäñåîñìàíâäñäëàóèõäóîìàñêäóòäâóîñòîñèíãä÷äòâèóäãèíõîëõäãèĤäñäíóñèòêòàíãôíâäñóàèíóèäòàíã may vary.
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