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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. /X/

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 number of the earlier effective registration statement for the same
offering. / /

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. / /

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 OR UNTIL THIS REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING ACCORDING TO SAID
SECTION 8 (A), MAY DETERMINE.

SUBJECT TO COMPLETION, DATED JULY 15, 2003
THE INFORMATION CONTAINED IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED.
WE HAVE FILED A POST-EFFECTIVE AMENDMENT TO THE REGISTRATION STATEMENT RELATING
TO THE SECURITIES DESCRIBED IN THIS PROSPECTUS WITH THE SECURITIES AND EXCHANGE
COMMISSION. WE MAY NOT SELL THESE SECURITIES, OR ACCEPT OFFERS TO BUY THEM,
UNTIL THE POST-EFFECTIVE AMENDMENT IS DECLARED EFFECTIVE BY THE SECURITIES AND
EXCHANGE COMMISSION. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE SECURITIES,
AND WE ARE NOT SOLICITING ANY OFFER TO BUY THESE SECURITIES, IN ANY JURISDICTION
WHERE THE OFFER OR SALE IS NOT PERMITTED.

PROSPECTUS
MFA MORTGAGE INVESTMENTS, INC.
DISCOUNT WAIVER, DIRECT STOCK PURCHASE AND DIVIDEND REINVESTMENT PLAN

Our Discount Waiver, Direct Stock Purchase and Dividend Reinvestment Plan
(the "Plan") provides prospective investors and existing holders of our common
stock with a convenient and economical method to purchase shares of our common
stock. By participating in the Plan, you may purchase additional shares of our
common stock by reinvesting some or all of the cash dividends that you receive
on your shares of our common stock. If you elect to participate in the Plan, you
may also make optional cash purchases of shares of our common stock of between
$50 and $10,000 per month and, with our prior approval, in excess of $10,000 per
month. Shares of our common stock purchased under the Plan may be acquired at
discounts of up to 5% from the prevailing market price as determined by us from
time to time.

Plan highlights include:
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— Any registered holder of our common stock may elect to participate in the
Plan.

— Interested prospective investors who are not currently holders of our
common stock may make their initial purchase through the Plan.

- Up to a 5% discount on shares of our common stock purchased under the
Plan.

— Full or partial dividend reinvestment options.

- Optional cash purchases of between $50 and $10,000 per month and, with our
prior approval, optional cash purchases in excess of $10,000 per month.

— Available certificate safekeeping in book-entry form at no charge to you.
— Detailed recordkeeping and reporting will be provided at no charge to you.
— Optional automatic investment withdrawals from your bank account.

This prospectus relates to the offer and sale of up to 3,000,000 authorized
but unissued shares of our common stock under the Plan. Participants should
retain this prospectus for future reference.

Our common stock is listed on the New York Stock Exchange under the symbol
"MFA."

INVESTING IN OUR SECURITIES INVOLVES A HIGH DEGREE OF RISK. YOU SHOULD
CAREFULLY CONSIDER THE INFORMATION UNDER THE HEADING "RISK FACTORS" BEGINNING ON
PAGE 16 OF THIS PROSPECTUS BEFORE BUYING SHARES OF OUR COMMON STOCK.

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 prospectus is , 2003

You should rely only on the information contained in or incorporated by
reference into this prospectus. We have not authorized any other person to
provide you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. We are not making an offer
to sell these securities in any jurisdiction where the offer or sale is not
permitted. You should assume that the information appearing in this prospectus
and the documents incorporated by reference herein is accurate only as of its
respective date or dates or on the date or dates which are specified in these
documents. Our business, financial condition, results of operations and
prospects may have changed since those dates.
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FORWARD-LOOKING STATEMENTS

This prospectus contains or incorporates by reference certain
forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended (or the Securities Act), and Section 21E of the
Securities Exchange Act of 1934, as amended (or the Exchange Act). When used,
statements which are not historical in nature, including those containing words
such as "anticipate," "estimate," "should," "expect," "believe," "intend" and
similar expressions are intended to identify forward-looking statements. These
forward-looking statements are subject to various risks and uncertainties,
including those relating to:

- changes in the prepayment rates on the mortgage loans securing our
mortgage-backed securities;

— changes in short-term interest rates and the market value of our
mortgage-backed securities;

- our ability to use borrowings to finance our assets;
— changes in government regulations affecting our business;

— our ability to maintain our qualification as a real estate investment
trust (or a REIT) for federal income tax purposes; and

- risks associated with investing in real estate assets, including changes
in business conditions and the general economy.

Other risks, uncertainties and factors, including those discussed under
"Risk Factors" in this prospectus or described in reports that we file from time
to time with the Securities and Exchange Commission (or the SEC), including our
annual report on Form 10-K and quarterly reports on Form 10-Q, could cause our
actual results to differ materially from those projected in any forward-looking
statements we make. We are not obligated to publicly update or revise any
forward-looking statements, whether as a result of new information, future
events or otherwise.

ii

THE FOLLOWING INFORMATION IS QUALIFIED IN ITS ENTIRETY BY THE MORE DETAILED
INFORMATION AND FINANCIAL STATEMENTS AND NOTES THERETO APPEARING ELSEWHERE IN,
OR INCORPORATED BY REFERENCE INTO, THIS PROSPECTUS. WE ENCOURAGE YOU TO READ
THIS PROSPECTUS, AS WELL AS THE INFORMATION WHICH IS INCORPORATED BY REFERENCE
HEREIN, IN THEIR ENTIRETY. YOU SHOULD CAREFULLY CONSIDER THE FACTORS SET FORTH
UNDER "RISK FACTORS" IN THIS PROSPECTUS BEFORE MAKING A DECISION TO PARTICIPATE
IN OUR DISCOUNT WAIVER, DIRECT STOCK PURCHASE AND DIVIDEND REINVESTMENT PLAN (OR
THE PLAN). ALL REFERENCES TO "WE," "US" OR "OUR COMPANY" IN THIS PROSPECTUS MEAN
MEFA MORTGAGE INVESTMENTS, INC.

MFA MORTGAGE INVESTMENTS, INC.
OUR BUSINESS

We invest primarily in adjustable-rate mortgage-backed securities that we
acquire in the secondary market. Our assets consist primarily of mortgage-backed
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securities issued or guaranteed as to principal or interest by an agency of the
U.S. government or a federally chartered corporation, such as Fannie Mae, the
Federal Home Loan Mortgage Corporation (or Freddie Mac) or the Government
National Mortgage Association (or Ginnie Mae), high quality mortgage-backed
securities rated "AAA" by at least one nationally recognized rating agency and
cash. We also own indirect interests in multifamily apartment properties.

INVESTMENT STRATEGY

The mortgage-backed securities we acquire are primarily secured by pools of
adjustable-rate mortgage loans on single-family residences. Our investment
policy requires that at least 50% of our assets consist of adjustable-rate
mortgage-backed securities that are either issued or guaranteed as to principal
or interest by an agency of the U.S. government or a federally chartered
corporation, such as Fannie Mae, Freddie Mac or Ginnie Mae, or are rated in one
of the two highest rating categories by at least one nationally recognized
rating agency.

Interest rates on the adjustable-rate mortgage loans securing our
mortgage-backed securities are based on an index rate, such as the one-year
constant maturity treasury rate, the London Interbank Offered Rate or the 1lth
District Cost of Funds Index, and are adjusted on a periodic basis (generally
annually); however, some may be adjusted more frequently. A majority of the
adjustable-rate mortgage loans securing our mortgage-backed securities are
"hybrids, " which have a fixed interest rate for an initial period of time
(typically three to five years) and then convert to a one-year adjustable-rate
for the remaining loan term. The maximum adjustment, in any year, of the
adjustable-rate mortgage loans securing our mortgage-backed securities is
usually limited to 1% to 2%. Generally, adjustable-rate mortgage loans have a
lifetime limit on interest rate increases of 6% over the initial interest rate.
We may also invest in mortgage loans and mortgage-backed securities that are not
guaranteed by a federal agency and/or that have fixed interest rates.

FINANCING STRATEGY

We finance the acquisition of our mortgage-backed securities at short-term
borrowing rates through the use of repurchase agreements. Under these repurchase
agreements, we sell securities to a lender and agree to repurchase those
securities in the future for a price that is higher than the original sales
price. The difference between the sales price we receive and the repurchase
price we pay represents interest paid to the lender. Although structured as a
sale and repurchase obligation, a repurchase agreement operates as a financing
under which we effectively pledge our securities as collateral to secure a
short-term loan which is equal in value to a specified percentage of the market
value of the pledged collateral. We retain beneficial ownership of the pledged
collateral, including the right to distributions. At the maturity of a
repurchase agreement, we are required to repay the loan and concurrently receive
back our pledged collateral from the lender or, with the consent of the lender,
we renew such agreement at the then prevailing financing rate. Our repurchase
agreements may require us to pledge additional assets to the lender in the event
the market value of the existing pledged collateral declines. To date, we have
not had margin calls on our repurchase agreements that we were not able to
satisfy with either cash or additional pledged collateral.

Our repurchase agreements generally range from one month to 36 months in
duration; however, we are not precluded from entering into repurchase agreements
with longer durations. Should the providers of the repurchase agreements decide
not to renew such agreements at maturity, we must either refinance these
obligations or be in a position to retire the obligations. If, during the term
of a repurchase agreement, a lender should file for bankruptcy, we might
experience difficulty recovering our pledged assets and may have an unsecured
claim against the lender's assets for the difference between the amount loaned
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to us and the fair value of the collateral pledged to such lender. To reduce our
exposure, we enter into repurchase agreements only with financially sound
institutions whose holding or parent company's long-term debt rating is "A" or
better as determined by at least one nationally recognized rating agency, where
applicable. If this minimum criterion is not met, we will not enter into
repurchase agreements with that lender without the specific approval of our
board of directors. In the event an existing lender is downgraded below "A," we
will seek approval from our board of directors before entering into additional
repurchase agreements with that lender. We generally seek to diversify our
exposure by entering into repurchase agreements with at least four separate
lenders with a maximum loan amount from any lender of no more than three times
our stockholders' equity.

We may use derivative transactions and other hedging strategies to help us
mitigate our prepayment and interest rate risks if we determine that the cost of
these transactions is justified by their potential benefit. To reduce our
exposure, we enter into interest rate cap agreements only with financially sound
institutions whose holding or parent company's long-term debt rating is "A" or
better as determined by at least one nationally recognized rating agency, where
applicable. See "Risk Factors--Our use of derivatives to mitigate our prepayment
and interest rate risks may not be effective."

Each of the multifamily apartment properties in which we hold interests is
financed with a long-term fixed-rate mortgage loan. The borrowers on these
mortgage loans are separate corporations, limited partnerships or limited
liability companies. Each of these mortgage loans is made to the ownership
entity on a nonrecourse basis (subject to customary nonrecourse exceptions),
which means generally that the lender's final source of the repayment in the
event of a default is the foreclosure of the property securing the mortgage
loan.

Our policy 1is to generally maintain an assets-to-equity ratio of less than
11 to 1.

COMPLIANCE WITH REIT REQUIREMENTS AND THE INVESTMENT COMPANY ACT OF 1940

We have elected to be treated as a REIT for federal income tax purposes. In
order to maintain our status as a REIT, we must comply with a number of
requirements under federal income tax law that are discussed under "Federal
Income Tax Considerations" in this prospectus. In addition, we at all times
intend to conduct our business so as to maintain our exempt status under, and
not to become regulated as an investment company for purposes of, the Investment
Company Act of 1940, as amended (or the Investment Company Act). If we fail to
maintain our exempt status under the Investment Company Act, we would be unable
to conduct our business as described in this prospectus. See "Risk Factors--Loss
of Investment Company Act exemption would adversely affect us."

GENERAL INFORMATION

We were incorporated on July 24, 1997 under Maryland law. Our principal
executive offices are located at 350 Park Avenue, 21st Floor, New York, New York
10022. Our telephone number is (212) 207-6400. Our common stock is listed on the
New York Stock Exchange (or the NYSE) under the symbol "MFA." Our internet
address is WWW.MFA-REIT.COM. Information contained on our internet website is
not, and should not be interpreted to be, a part of this prospectus.

USE OF PROCEEDS

We will receive proceeds from the sale of shares of our common stock that
the Plan Administrator (as defined herein) purchases directly from us on behalf



Edgar Filing: MFA MORTGAGE INVESTMENTS - Form POS AM

of the Plan. We intend to use such proceeds for general corporate purposes,
including the acquisition of additional mortgage-backed securities consistent
with our investment policy. We have no basis for estimating either the number of
shares of common stock that will be sold directly by us to the Plan or the
prices at which such shares will be sold. We will not receive any proceeds from
the sale of our common stock that the Plan Administrator purchases on behalf of
the Plan in the open market or in privately negotiated transactions.

3
DESCRIPTION OF THE PLAN

Our Discount Waiver, Direct Stock Purchase and Dividend Reinvestment Plan is
described in the following questions and answers:

1. WHY IS THE PLAN BEING OFFERED?

The purpose of the Plan is to provide a convenient and economical method for
our current stockholders to automatically reinvest all or a portion of their
cash dividends in additional shares of our common stock. The Plan also provides
our current stockholders and new investors with an economical way to acquire
shares of our common stock by directly investing additional cash amounts. In
these ways, the Plan is intended to benefit our long-term investors by allowing
them to increase their investment in our common stock. The Plan also provides us
with a cost-efficient way to raise additional capital through the direct sale of
our common stock.

2. HOW DOES THE PLAN WORK?

The dividend reinvestment component of the Plan permits our stockholders to
designate that all or a portion of their cash dividends on our common stock be
invested in additional shares of our common stock. The optional cash purchase
component of the Plan permits current stockholders and new investors to purchase
shares of our common stock on a monthly basis in amounts, subject to certain
exceptions (see Question 16), ranging from $50 to $10,000 or, with our prior
approval, in excess of $10,000 (see Question 17). Funds invested pursuant to the
Plan are fully invested through the purchase of both whole and fractional shares
of our common stock and proportionate cash dividends on fractional shares of our
common stock held in a participant's Plan Account (as defined herein) are used
to purchase additional shares under the Plan.

3. WHAT ARE THE ADVANTAGES OF PARTICIPATING IN THE PLAN?

The Plan provides participants with the opportunity to acquire additional
shares of our common stock directly from us without having to pay, subject to
certain exceptions, the trading fees or service charges associated with an
independent purchase (see Question 27). If we issue new shares of our common
stock to participants in the Plan, we may sell them at a discount of up to 5%
from the current market price of our common stock. If the Plan Administrator
acquires our shares in the open market for participants in the Plan, we may
discount such shares by paying up to 5% of the purchase price for such shares.
For shares acquired in the open market, the purchase price includes all trading
fees and service charges. You should note, however, that we are not required to
offer shares at a discount or to pay discounts, fees and service charges. We may
change the discount percentage offered at any time or discontinue to offer this
feature of the Plan at any time (see Question 12).

The Plan also offers a "share safekeeping" service that allows you to
deposit your share certificates with the Plan Administrator and have your share
ownership maintained on the Plan Administrator's records as part of your Plan
Account. There is no charge for this service.



Edgar Filing: MFA MORTGAGE INVESTMENTS - Form POS AM

4. WHAT ARE THE DISADVANTAGES OF PARTICIPATING IN THE PLAN?

Investing in our common stock through the Plan is no different from, and is
subject to, the same risks as investing in our common stock directly. This
includes the risk that the market price for our common stock may decline. See
"Risk Factors." NEITHER WE NOR THE PLAN ADMINISTRATOR CAN GUARANTEE THAT SHARES
OF OUR COMMON STOCK PURCHASED UNDER THE PLAN WILL BE WORTH MORE OR LESS THAN
THEIR PURCHASE PRICE AT ANY PARTICULAR TIME.

Amounts contributed to the Plan will not necessarily be invested by the Plan
Administrator immediately upon receipt. Likewise, there may be delays in the
delivery of moneys to be returned to

you under the Plan. The Plan will not pay interest to you on funds held pending
investment or pending return to you.

Purchases and sales of our common stock under the Plan will be effected by
the Plan Administrator only as soon as practicable after it receives investment
instructions. Therefore, if you participate in the Plan, you will not be able to
control the specific timing of purchases and sales made for you under the Plan.
The market price of our common stock may fluctuate between the time an
investment instruction is received and the time shares are purchased or sold.

You will not be able to pledge any shares of our common stock held in your
Plan Account until a certificate for those shares is issued to you.

If you reinvest your cash dividends, you will be treated as having received
dividend income for federal income tax purposes, but will not receive a dividend
check. There may be other tax-related disadvantages applicable to your
participation in the Plan (see Question 33). See "Federal Income Tax
Considerations.”

There are certain fees that will be charged to you by the Plan Administrator
(see Question 27).

5. WHO IS ELIGIBLE TO PARTICIPATE?

Anyone 1is potentially eligible to participate in the Plan. You may
participate in the Plan if: (i) you are a "registered holder" of our common
stock; that is, your shares are registered in your name on our stock transfer
books; (ii) you are a "beneficial owner" of our common stock; that is, your
shares are registered in a name other than your own name (i.e., in the name of a
broker, bank or other nominee); or (iii) you are not presently a stockholder,
but wish to acquire shares of our common stock. Registered holders may
participate in the Plan directly. If you are a beneficial owner, you must either
become a registered holder by having your shares transferred into your own name
or make arrangements with your broker, bank or other nominee to participate in
the Plan on your behalf (see Question 6).

You will not be allowed to participate if you live in a Jjurisdiction that
makes it unlawful for us to permit your participation in the Plan. Persons who
are citizens or residents of a country other than the United States, its
territories and possessions should make certain that their participation does
not violate local laws governing such things as taxes, currency and exchange
controls, share registration, foreign investments and related matters. We
reserve the right to terminate anyone's participation in the Plan if we deem it
advisable under any applicable laws or regulations. We also reserve the right,
in our sole discretion, to exclude anyone from the Plan who fails to comply with
the requirements of the Plan, including, but not limited to, those seeking to
use the Plan to engage in short-term trading activities that may cause
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aberrations in the trading volume of our common stock or who use multiple Plan
Accounts to circumvent the Plan's standard $10,000 per month investment maximum.

6. HOW DO I ENROLL IN THE PLAN?

If you hold shares of our common stock in your own name or if you are a new
investor, you may enroll in the Plan and/or make optional cash purchases by
completing your plan enrollment online via Investor
ServiceDirect-Registered Trademark- at WWW.MELLONINVESTOR.COM. Alternatively,
you may enroll in the Plan by obtaining a plan enrollment form by calling, toll
free, 1-800-842-7629 and mailing your completed form to the Plan Administrator
in care of Mellon Investor Services, P.O. Box 3338, South Hackensack, New Jersey
07606-1938. If your shares are registered in a name other than your own name
(i.e., in the name of a broker, bank or other nominee), then you must either
(i) have your shares re-registered in your own name and then complete your plan
enrollment as discussed above or (ii) make arrangements with your nominee holder
to participate on your behalf. You will need to confirm that your nominee holder
is able to accommodate your participation in the Plan.

An eligible person may elect to become a participant in the Plan at any
time, subject to our right to modify, suspend, terminate or refuse participation
in the Plan. Your completed plan enrollment

5

appoints the Plan Administrator as your agent for purposes of the Plan and
permits it to reinvest dividends in the number of shares you designate and to
make cash purchases on your behalf as you direct. You may also specify whether
you wish to have your shares held by the Plan Administrator for safekeeping (see
Question 21).

If you are enrolling for dividend reinvestment, the Plan Administrator must
receive your completed plan enrollment at least two business days prior to the
record date established for a particular dividend in order for you to be
eligible for reinvestment of that dividend payment under the Plan (see
Question 13). Otherwise, reinvestment of your dividends will begin with the next
dividend payment.

If you are enrolling in the Plan by making an optional cash purchase (see
Question 9), the Plan Administrator must receive your completed plan enrollment
and investment funds at least two business days before the date such funds are
scheduled to be invested for a particular month (see Question 13). If your
completed plan enrollment and investment funds are received after that date,
your funds will be held in your Plan Account until the next Cash Purchase
Investment Date (as defined herein); provided, however, that if your funds are
not fully invested within 30 days of the next Cash Purchase Investment Date, the
uninvested Funds will be returned to you without interest. If you are not a
current stockholder, you must submit your initial investment with your completed
plan enrollment.

7. WHO IS THE PLAN ADMINISTRATOR?

The Plan is being administered by Mellon Bank, N.A. Certain administrative
support services to the Plan Administrator will be performed by Mellon Investor
Services, a registered transfer agent, or FutureShare Financial LLC, an
affiliate of Mellon Bank and a registered broker-dealer. Information on how to
contact the Plan Administrator is described in Question 35. The Plan
Administrator, along with its affiliates, keeps records, sends statements of
account to each participant in the Plan and performs other duties related to the
Plan, including the safekeeping of the shares purchased for each participant.
The Plan Administrator, along with its affiliates, also acts as the dividend
disbursing agent, transfer agent and registrar for our common stock.
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8. HOW WILL I KEEP TRACK OF MY INVESTMENTS?

The Plan Administrator will send you a transaction notice confirming the
details of each Plan transaction you make, including the number of shares
purchased and the price paid. If you continue to participate in the Plan, but
have no transactions, the Plan Administrator will send you an annual statement
after the end of the year detailing the status of your holdings of our common
stock in your Plan Account. You will also receive annual income tax information
on Form 1099. These statements are your record of the cost of your purchases and
should be retained for income tax and other purposes.

All notices from the Plan Administrator to you will be mailed to your last
address of record. However, if your shares are registered in a name other than
your own name, communications regarding the Plan will be made through your
nominee holder.

9. WHAT INVESTMENT OPTIONS ARE AVAILABLE UNDER THE PLAN?

You can purchase shares of our common stock under the Plan through the
following investment options:

DIVIDEND REINVESTMENT. You can instruct the Plan Administrator to apply
the cash dividends paid on all or any portion of the shares of our common
stock designated by you for reinvestment. In order to participate in the
Plan, you do not have to submit the shares of our common stock currently
held by you or on your behalf to your Plan Account in order to elect to
reinvest the dividends on all or a portion of such shares, although share
safekeeping is one of the benefits available under the Plan (see

Question 21). Shares of our common stock purchased for your Plan Account
will be automatically enrolled in the Plan in book-entry form, with the Plan
Administrator

6

listed as your nominee, and all dividends paid on these shares will also be
reinvested, even if you withdraw the shares from your Plan Account, unless
you instruct the Plan Administrator otherwise. Cash dividends paid on shares
of our common stock owned by you that are not held in your Plan Account, and
for which you do not elect to reinvest dividends, will continue to be paid
directly to you.

OPTIONAL CASH PURCHASES. You can make voluntary cash contributions to
your Plan Account at any time, even if you are not currently reinvesting
dividends paid to you on our common stock. Payment for these optional cash
purchases can be made by check, money order or electronic funds transfer
from a pre-designated bank account. The Plan Administrator will use these
funds to purchase shares of our common stock on a monthly basis. If you are
already a stockholder, the minimum cash purchase is $50 per month. If you
are using this feature to make your initial investment in our common stock,
the minimum cash purchase is $1,000. You may not make optional cash
purchases of more than $10,000 per month without our prior written approval
(see Question 17). Dividends paid on shares of our common stock that are
purchased for your Plan Account with voluntary cash contributions will
automatically be reinvested in our common stock, unless you instruct the
Plan Administrator otherwise.

10. CAN I CHANGE MY INVESTMENT OPTIONS?
Yes. You may change your investment options at any time by completing a new

plan enrollment and submitting it to the Plan Administrator at least two
business days prior to the record date for the next dividend payment.

10
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11. WHAT IS THE SOURCE OF SHARES PURCHASED BY THE PLAN?

We may either issue new shares of our common stock directly to the Plan or
instruct the Plan Administrator to acquire currently outstanding shares in the
open market. Open market purchases may be made, at the Plan Administrator's
option, on the NYSE or any other securities exchange where our common stock is
traded, in the over-the-counter market or in negotiated transactions with third
persons.

12. AT WHAT PRICE WILL SHARES BE ACQUIRED?

SHARES ACQUIRED DIRECTLY FROM US. All shares of our common stock acquired
directly from us pursuant to the Plan will be acquired at a discount rate
ranging from 0% to 5% from the average of the daily high and low sales prices,
computed up to four decimal places, i1f necessary, of our common stock as
reported on the NYSE on the applicable Dividend Payment Date (as defined herein)
or Cash Purchase Investment Date, as the case may be.

SHARES ACQUIRED ON THE OPEN MARKET. All shares of our common stock
purchased by the Plan Administrator in the open market will be acquired at a
discount rate, which will be paid by us, ranging from 0% to 5% from the
prevailing market price. The price deemed to be paid by any participant for
shares acquired in the open market on any given day will be the weighted average
of the actual prices paid for all shares acquired on that date, computed to four
decimal places, if necessary, including all trading fees and service charges.
Open market purchases may be made on such terms as to price, delivery and
otherwise as the Plan Administrator determines.

We are not required to sell shares issued by us at a discount to the Plan or
to pay a discount with respect to shares purchased by the Plan Administrator in
the open market, and the discount rate we offer is subject to change or
discontinuance at our discretion and without prior notice to participants in the
Plan. The discount rate, if any, will be determined by us from time to time
based on a review of current market conditions, the level of participation in
the Plan, our current and projected capital needs and other factors that we deem
to be relevant.

There are special rules for cash purchases of more than $10,000 per month
(see Question 17).

13. WHEN ARE THE SHARES PURCHASED FOR THE PLAN?

We typically pay dividends on a quarterly basis. If these dividends are used
to acquire new shares directly from us, the Plan Administrator will reinvest
dividends on the applicable date on which we pay dividends (or a Dividend
Payment Date). If these dividends are used to acquire shares through open market
purchases, the Plan Administrator will purchase all shares within 30 days of the
applicable Dividend Payment Date. If the dividends are not able to be fully
invested within this 30-day period, the uninvested dividends will be distributed
in full, without interest, by the Plan Administrator to the stockholders
participating in the Plan. Payment of dividends are always announced in advance.
You may learn the date of any announced dividend payment by calling the Plan
Administrator at (866) 249-2610.

Funds for optional cash purchases may be deposited into your Plan Account at
any time and will be used to acquire shares on the last business day of each
month (or a Cash Purchase Investment Date). If these funds deposited during a
particular calendar month are used to acquire new shares directly from us, they
will be invested on the Cash Purchase Investment Date. If these funds are used
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to acquire shares through open market purchases, the Plan Administrator will
purchase all shares within 30 days of the Cash Purchase Investment Date. If any
funds deposited for optional cash purchases are not able to be fully invested
within this 30-day period, the uninvested funds will be returned in full,
without interest, by the Plan Administrator to the applicable stockholders
and/or new investors.

14. WILL I EARN INTEREST ON FUNDS IN MY PLAN ACCOUNT PRIOR TO INVESTMENT OR
RETURN TO ME?

No. Interest will not be paid on funds deposited by you in your Plan Account
pending investment or return to you.

15. WHAT ARE THE PROCEDURES FOR CASH PURCHASES?

If you are not already a stockholder, you are required under the Plan to
make an initial investment of at least $1,000, but not more than $10,000, except
in the case of Large Cash Purchases (as defined herein) (see Question 17). Your
initial investment can be made through Investor
ServiceDirect-Registered Trademark- at WWW.MELLONINVESTOR.COM by authorizing
either a one-time deduction or a monthly automatic deduction from your
designated bank account. You may also make your initial investment by completing
a plan enrollment form and submitting it with your check or money order made
payable to Mellon Bank/MFA.

If you are already a stockholder and have enrolled in the Plan and want to
make optional cash purchases, you can authorize specific deductions from your
designated bank account online through Investor
ServiceDirect-Registered Trademark- or send a check or money order to the Plan
Administrator for each purchase. If you choose to submit a check or money order,
please make sure to include the contribution form from your Plan statement and
mail it in the envelope provided. If you wish to make regular monthly optional
cash purchases, you may authorize monthly automatic deductions from your bank
account. This feature enables you to make ongoing investments in an amount that
is comfortable for you. Ongoing optional cash purchases are subject to a minimum
investment of $50 per month and a maximum of $10,000 per month, except in the
case of Large Cash Purchases.

In order for your funds to be invested on a particular Cash Purchase
Investment Date, they must be received by the Plan Administrator no later than
two business days before the Cash Purchase Investment Date. No interest will be
paid on funds held by the Plan Administrator pending investment.

You may cancel an optional cash purchase by advising the Plan Administrator
at least two business days before the applicable Cash Purchase Investment Date.
The Plan Administrator will return the funds from a cancelled purchase to you
without interest as soon as practical. No refund of a check or money order will
be made until the funds have been actually received by the Plan Administrator.

16. WHAT LIMITATIONS APPLY TO OPTIONAL CASH PURCHASES?

MINIMUM INVESTMENTS. If you are already a stockholder, the minimum cash
purchase is $50 for any given month. If you are using this feature to make your
initial investment in our common stock, the minimum cash purchase is $1,000.
Cash purchases for less than these minimums will be returned to you without
interest, unless we choose to waive these minimum amounts.

LARGE CASH PURCHASES. Cash purchases of more than $10,000 per month (or
Large Cash Purchases) will not be allowed by the Plan Administrator without our
prior written approval. Unless you have complied with the procedures described
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in Question 17, any amount you submit for investment over this limit will be
returned to you without interest. For purposes of this limitation, we reserve
the right to aggregate all cash purchases from any participant with more than
one Plan Account using the same name, address or social security or taxpayer
identification number. If you do not supply a social security or taxpayer
identification number to the Plan Administrator, your participation may be
limited to only one Plan Account. Also for the purpose of this limitation, all
Plan Accounts that we believe to be under common control or management or to
have common ultimate beneficial ownership may be aggregated. We may grant or
withhold our permission to make Large Cash Purchases in our sole discretion. We
may grant such request in whole or in part. We may also grant requests for some
Large Cash Purchases and deny requests for others even though they are made in
the same month.

17. WHAT ARE THE PROCEDURES FOR A LARGE CASH PURCHASE?

Large Cash Purchases may be made by a participant in the Plan or a new
investor only upon our written approval. You must obtain our approval of a
request for waiver each calendar month before the beginning of the relevant
Pricing Period (as defined herein). To obtain our approval, you must submit a
request for waiver form. You may make a request for waiver by contacting the
Plan Administrator at (917) 320-6300. Completed request for waiver forms should
be submitted to the Plan Administrator via facsimile at (917) 320-6312 no later
than two business days prior to the applicable Pricing Period Start Date. The
Plan Administrator will notify you as to whether your request has been granted
or denied, either in whole or in part, within one business day of the receipt of
your request. If your request is granted in part, the Plan Administrator will
advise you of the maximum amount that will be accepted from you as a Large Cash
Purchase. If your request is approved, the Plan Administrator must receive the
funds for your Large Cash Purchase prior to or on the applicable date specified
in APPENDIX I to this prospectus for the relevant Pricing Period. If you do not
receive a response from us in connection with your request for waiver, you
should assume that we have denied your request. If we approve your request to
make a Large Cash Purchase, there will be a "Pricing Period," which will consist
of ten separate investment dates, each of which will occur on a separate
"trading day," which is any day on which trading of our common stock is reported
on the NYSE during the applicable Pricing Period, with one-tenth of your Large
Cash Purchase being invested on each trading day, subject to the qualifications
listed below. The Plan Administrator will pay a price equal to 100% (subject to
the application of the applicable discount as provided below) of the average of
the high and low sales prices of our common stock reported on the NYSE for each
trading day, which is an investment date, during the Pricing Period, computed up
to four decimal places, 1f necessary. The purchase price on any such investment
date may be reduced by any discount that we have provided for Large Cash
Purchases on such investment date, but in no event will such purchase price be
less than 95% of the average of the high and low sale prices of our common stock
on such investment date.

See APPENDIX I to this prospectus for a list of the expected Pricing Period
Start Dates. We may alter, amend, supplement or waive, in our sole discretion,
the Pricing Periods set forth in APPENDIX I to this prospectus with respect to
Large Cash Purchases made by one or more participants in the Plan or new
investors, at any time and from time to time, prior to the commencement of any
Pricing Period and prior to the granting of any request for waiver with respect
to such period. For more information please contact the Plan Administrator at
(917) 320-6300.

In addition, we may establish a minimum purchase price per share, a
"Threshold Price," applicable to Large Cash Purchases to be made during a
particular Pricing Period. We will fix the Threshold Price for a particular
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Pricing Period as a dollar amount per share of common stock. If the average of
the high and low sale prices of our common stock reported on the NYSE on any
trading day during the Pricing Period is less than this Threshold Price (not
adjusted for discounts, if any), or if no trades are reported for our common
stock on a particular trading day during the Pricing Period, then that trading
date will be excluded from the Pricing Period. For each trading day that is
excluded from the Pricing Period, one-tenth of the funds submitted for each
Large Cash Purchase for a particular month will be returned to the applicable
Plan participant or new investor without interest. For example, if the Threshold
Price is not satisfied for two of the ten trading days in the Pricing Period,
then 2/10ths (i.e., 20%) of the funds submitted for each Large Cash Purchase
will be returned without interest. The Threshold Price will be based on our
evaluation of current market conditions and other relevant factors, but will be
set in our sole discretion. We will notify the Plan Administrator of the
Threshold Price, if any, at least three trading days before the relevant Pricing
Period Start Date set forth in APPENDIX I to this prospectus. You can obtain the
applicable Threshold Price for a particular Pricing Period by calling the Plan
Administrator at (917) 320-6300.

18. DOES THE PLAN ADMINISTRATOR CREDIT MY SHARES TO A SEPARATE ACCOUNT?

Yes. The Plan Administrator will establish a separate Plan Account for you
and credit it with those shares that have been purchased for you under the Plan.
In addition, the Plan Administrator will credit your Plan Account with those
shares that you have delivered to the Plan Administrator for safekeeping (see
Question 21). All shares in your Plan Account will be registered in book-entry
form in the name of the Plan Administrator or its nominee, but your beneficial
ownership will be maintained in your Plan Account. The total number of shares
credited to your Plan Account will be shown on each account statement.

In the event that you wish to have any whole shares of our common stock that
have been credited to your Plan Account issued in certificated form to you, you
may do so by contacting the Plan Administrator and making such request (see
Question 20).

Although the Plan Administrator will maintain a separate Plan Account for
you, it is authorized to commingle funds in your Plan Account with those of
other Plan participants for purposes of making purchases of our common stock.

19. ARE FUNDS HELD IN MY PLAN ACCOUNT INSURED?

No. Funds held in your Plan Account pending investment or return are not
treated as a bank deposit or account and are not insured by the Federal Deposit
Insurance Corporation or any other governmental agency or instrumentality.

20. WILL I RECEIVE CERTIFICATES FOR THE SHARES PURCHASED FOR ME UNDER THE PLAN?

No. You will not receive certificates for shares purchased for you under the
Plan. For your convenience, the Plan Administrator will maintain the shares
purchased for your Plan Account in non-certificated, "book-entry" form. You may,
however, request that a stock certificate be issued to you for any or all whole
shares of our common stock credited to your Plan Account. No certificates for
fractional shares will be issued. Certificates will be issued free of charge.
Cash dividends with respect to participating shares represented by certificates
issued to you will continue to be automatically reinvested, unless you instruct
the Plan Administrator otherwise. Any remaining shares will continue to be
credited to your Plan Account. You may request certificates by contacting the
Plan Administrator at (866) 249-2610. You may also submit your request online
via InvestorServiceDirect at WWW.MELLONINVESTOR.COM.

10
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21. WHAT IS SHARE SAFEKEEPING?

If you hold the certificates for shares of our common stock (whether or not
you elect to have dividends on these shares reinvested), you may deposit the
certificates with the Plan Administrator for safekeeping in your Plan Account.
Share safekeeping protects your shares against loss, theft or accidental
destruction and is a convenient way for you to keep track of your shares. There
is no fee or other charge for this service. Shares held for safekeeping will be
credited to your Plan Account and the certificates for such shares will be
cancelled. If at a later time you want to withdraw those shares from share
safekeeping in your Plan Account, a new certificate for such shares shall be
issued to you (see Question 20). Only shares held in safekeeping may be sold
through the Plan. The Plan Administrator may maintain shares held for
safekeeping in its name or in the name of its nominee. Contact the Plan
Administrator at (866) 249-2610 for information on how to submit your share
certificates for safekeeping.

22. MAY THE SHARES IN MY PLAN ACCOUNT BE SOLD OR TRANSFERRED?

Yes. You may instruct the Plan Administrator to sell any or all of the whole
shares held in your Plan Account at any time. However, you will not be able to
direct the date on which, or the price at which, shares held in your Plan
Account may be sold. In the case of a request to sell submitted on behalf of a
Plan participant who has died or is an adjudicated incompetent, the request must
be accompanied by certified evidence of the representative's authority to
request a sale of the participant's shares. The Plan Administrator will process
sales orders when practicable, which will be at least once each week. Shares
will be sold from your Plan Account at the prevailing market price and the
proceeds of sale, less applicable trading fees, transfer taxes and the Plan
Administrator's administrative fee, will be remitted to you or your
representative.

In addition, you may transfer the ownership of all or part of the shares in
your Plan Account to the Plan Account of another person without requiring the
issuance of stock certificates. This could include a gift or private sale.
Transfers of less than all of the shares credited to your Plan Account must be
made in whole share amounts. No fractional shares may be transferred, unless
your entire Plan Account balance is transferred. Requests for these transfers
must meet the same requirements as are applicable to the transfer of stock
certificates, including the requirement of a medallion stamp guarantee. Shares
that are transferred will be credited in book-entry form to the transferee's
Plan Account. If the transferee does not have a Plan Account, one will be opened
for the transferee using the same investment options as your Plan Account,
unless you specify differently. The transferee may change the investment options
after the transfer has been made. After the transfer, the transferee will
receive an account statement showing the number of shares transferred to and
held in the transferee's Plan Account.

23. MAY SHARES IN MY PLAN ACCOUNT BE PLEDGED?

No. You must first request that certificates for shares credited to your
Plan Account be issued to you before you can pledge such shares.

24. CAN I VOTE SHARES IN MY PLAN ACCOUNT?

Yes. You will have the right to vote all whole shares held in your Plan
Account. Fractional shares may not be voted. Proxies for whole shares held in
your Plan Account will be forwarded to you by the Plan Administrator. The Plan
Administrator may vote your shares in certain cases if you fail to return a
proxy to the Plan Administrator.

25. MAY I TRANSFER MY RIGHT TO PARTICIPATE IN THE PLAN?
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No. Your right to participate in the Plan is not transferable to any other
person apart from a transfer of your shares.

11

26. WHAT HAPPENS IF OUR COMPANY ISSUES A STOCK DIVIDEND, DECLARES A STOCK SPLIT
OR HAS A RIGHTS OFFERING?

Any stock dividends or stock splits distributed by us on shares of our
common stock held in your Plan Account will be credited to your Plan Account. In
the event we make available to our stockholders rights to purchase additional
shares of our common stock or other securities, you will receive appropriate
instructions in connection with all such rights directly from the Plan
Administrator in order to permit you to determine what action you desire to
take. Transaction processing under the Plan may be curtailed or suspended until
the completion of any stock dividend, stock split or stockholder rights
offering.

27. IS THERE A COST TO PARTICIPATE IN THE PLAN?

The following fees will be paid to the Plan Administrator by Plan
participants:

OPTIONAL CASH PURCHASE OF SHARES (INITIAL):
By check or money order $10.00

By pre-authorized or specific debit from bank

account $10.00
By one-time debit from bank account $3.50
Trading fee (if open market purchase) $0.12 per share

OPTIONAL CASH PURCHASE OF SHARES (SUBSEQUENT) :

By check or money order $5.00
By pre-authorized debit from bank account $2.00
By one-time debit from bank account $3.50
Trading fee (if open market purchase) $0.12 per share
SALE OF SHARES OF OUR COMMON STOCK: $15.00 plus $0.12 per share

In addition, the Plan Administrator will charge a fee of $20.00 for
duplicate account statements and $35.00 for insufficient funds or rejected
automatic debits.

We will pay the Plan Administrator's fees in connection with dividend
reinvestments. There are no fees for the share safekeeping service.

In general, trading fees and service charges incurred in connection with
Plan purchases of shares of our common stock in the open market will be added to
and considered part of the purchase price of such shares. Service fees will be
charged to participants making initial and optional cash purchases through
electronic fund transfers. Further, the financial institution designated by a
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participant on its plan enrollment may charge a fee for participating in the
electronic fund transfer. When shares of our common stock are sold by the Plan
Administrator for a participant, the participant will be responsible for any
trading fees, expenses, service charges or other expenses incurred pursuant to
the sale of such shares of common stock.

28. HOW AND WHEN MAY I TERMINATE MY PARTICIPATION IN THE PLAN?

You may discontinue the reinvestment of your dividends at any time by giving
notice to the Plan Administrator. To be effective for a given dividend payment,
the Plan Administrator must receive notice two business days before the record
date of that particular dividend. You may provide notice online via Investor
ServiceDirect-Registered Trademark- at WWW.MELLONINVESTOR.COM, by calling the
Plan Administrator at (866) 249-2610 or by mailing your request to the Plan
Administrator in care of Mellon Investor Services, P.0O. Box

12

3338, South Hackensack, New Jersey 07606-1938. The Plan Administrator will
continue to hold your Plan shares after any discontinuation, unless you request
a certificate for any whole shares and a cash payment for any fractional share.
You may also request the sale of all or part of such shares or have the Plan
Administrator transfer your shares to your brokerage account or another Plan
Account. In the case of a request submitted on behalf of a Plan participant who
has died or is an adjudicated incompetent, the request must be accompanied by
certified evidence of the representative's authority to make such a request on
behalf of the participant. Shares and cash will be retained in the participant's
Plan Account until the participant's legal representative has been appointed and
has furnished proof satisfactory to the Plan Administrator of the legal
representative's right to receive a distribution of these assets.

29. MAY THE PLAN BE CHANGED OR DISCONTINUED?

Yes. We reserve the right to suspend or terminate the Plan in whole or in
part at any time. Notice will be sent to participants of any suspension or
termination as soon as practicable after such action by us. Upon termination of
the Plan, the Plan Administrator will issue a stock certificate for the total
number of whole shares credited to your Plan Account and a cash payment for any
portion of a fractional share credited to your Plan Account. However, if we
terminate the Plan for the purpose of establishing a new plan, you will be
automatically enrolled in the new plan and shares credited to your Plan Account
will be credited automatically to the new plan, unless, prior to the effective
date thereof, the Plan Administrator receives notice of termination of your Plan
Account.

The Plan may also be amended or supplemented by us at any time, including
the period between the dividend record date and the related Dividend Payment
Date. Any such amendment may include an appointment by the Plan Administrator of
a successor Plan Administrator. Plan participants will be notified of any
amendments as soon as practicable. In addition, the Plan Administrator reserves
the right to change its administrative procedures for the Plan.

30. WHO INTERPRETS AND REGULATES THE PLAN?

We reserve the right, without notice to Plan participants, to interpret and
regulate the Plan as we deem necessary or desirable in connection with our
operations. Any such interpretation and regulation shall be conclusive.

31. WHAT LAW GOVERNS THE PLAN?

The terms and conditions of the Plan and its operation are governed by the
laws of the State of New York.
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32. WHAT ARE THE RESPONSIBILITIES OF OUR COMPANY AND THE PLAN ADMINISTRATOR
UNDER THE PLAN?

The Plan Administrator has had 