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PROSPECTUS SUPPLEMENT TO PROSPECTUS DATED FEBRUARY 8, 2010

75,000,000 SHARES

Annaly Capital Management, Inc.
COMMON STOCK

          We are offering 75,000,000 shares of our common stock to be sold in this offering. Our common stock is listed on the New
York Stock Exchange under the symbol �NLY.� The last reported sales price of our common stock on January 3, 2011 was $17.87
per share.

          The underwriters have an option to purchase a maximum of 11,250,000 additional shares of our common stock to cover
overallotments.

          Our common stock is subject to certain restrictions on ownership designed to preserve our qualification as a real estate
investment trust for federal income tax purposes. See �Description of Equity Securities� on page 5 of the accompanying prospectus.

          RCap Securities, Inc., an underwriter in this offering, is our wholly-owned subsidiary.

Investing in our common stock involves risks that are described under the caption �Risk Factors� beginning on page
S-7, in the accompanying prospectus, and in our Annual Report on Form 10-K for the fiscal year ended December 31,
2009, and subsequent Quarterly Reports on Form 10-Q, which are incorporated by reference in the accompanying
prospectus.

          We are selling to the underwriters the shares of common stock at a price of $17.03 per share, resulting in aggregate net
proceeds to us of approximately $1.28 billion before expenses.

          The underwriters propose to offer the shares of common stock from time to time for sale in negotiated transactions or
otherwise, at market prices prevailing at the time of sale, at prices related to such prevailing market prices or at negotiated prices.
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          Delivery of shares will be made on or about January 7, 2011.

          Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities, or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation
to the contrary is a criminal offense.

Credit Suisse

Barclays Capital

J.P. Morgan

RCap Securities
The date of this prospectus supplement is January 4, 2011.
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A WARNING ABOUT FORWARD-LOOKING STATEMENTS

          Certain statements contained in this prospectus supplement, and certain statements contained in our future filings with the Securities and
Exchange Commission (or the SEC or the Commission), in our press releases or in our other public or stockholder communications may not be
based on historical facts and are �forward-looking statements� within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements, which are based on various assumptions (some of which are beyond our control), may be identified by reference to
a future period or periods or by the use of forward-looking terminology, such as �may,� �will,� �believe,� �expect,� �anticipate,� �continue,� or similar terms
or variations on those terms or the negative of those terms. Actual results could differ materially from those set forth in forward-looking
statements due to a variety of factors, including, but not limited to:

� changes in interest rates;

� changes in the yield curve;

� changes in prepayment rates;

� the availability of mortgage-backed securities for purchase;

� the availability of financing and, if available, the terms of any financing;

� changes in the market value of our assets;

� changes in business conditions and the general economy;

� our ability to consummate any contemplated investment opportunities;

� risks associated with the investment advisory business of our wholly-owned subsidiaries, including:

- the removal by clients of assets managed;

- their regulatory requirements; and

- competition in the investment advisory business;

� risks associated with the broker-dealer business of our subsidiary;

� changes in government regulations affecting our business;

� our ability to maintain our qualification as a REIT for federal income tax purposes; and

� the use of proceeds from this offering.
          No forward-looking statements can be guaranteed and actual future results may vary materially and we caution you not to place undue
reliance on these forward-looking statements. For a discussion of the risks and uncertainties which could cause actual results to differ from those
contained in the forward-looking statements, please see the risks set forth under the caption �Risk Factors� in this prospectus supplement, in the
accompanying prospectus, and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, and subsequent Quarterly
Reports on Form 10-Q, which are incorporated by reference herein. We do not undertake, and specifically disclaim any obligation, to publicly
release the result of any revisions which may be made to any forward-looking statements to reflect the occurrence of anticipated or unanticipated
events or circumstances after the date of such statements.

ii
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PROSPECTUS SUPPLEMENT SUMMARY

          The following summary highlights information contained elsewhere or incorporated by reference in this prospectus supplement and the
accompanying prospectus. It may not contain all of the information that is important to you. Before making a decision to invest in our common
stock, you should read carefully this entire prospectus supplement and the accompanying prospectus, including the risks set forth under the
caption �Risk Factors� in this prospectus supplement, in the accompanying prospectus, and in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2009, and subsequent Quarterly Reports on Form 10-Q, which are incorporated by reference in this prospectus
supplement and the accompanying prospectus. This summary is qualified in its entirety by the more detailed information and financial
statements, including the notes thereto, appearing elsewhere or incorporated by reference in this prospectus supplement and the accompanying
prospectus. All references to �we,� �our� and �us� in this prospectus supplement mean Annaly Capital Management, Inc. and all entities
owned or controlled by us except where it is made clear that the term means only the parent company. The term �you� refers to a prospective
investor. Unless otherwise indicated, the information in this prospectus supplement assumes no exercise by the underwriters of their
overallotment option.

The Company

          We own, manage, and finance a portfolio of real estate related investment securities, including mortgage pass-through certificates,
collateralized mortgage obligations (or CMOs), agency callable debentures, and other securities representing interests in or obligations backed
by pools of mortgage loans. Our principal business objective is to generate net income for distribution to our stockholders from the spread
between the interest income on our investment securities and the cost of borrowings to finance our acquisition of investment securities and from
dividends we receive from our subsidiaries. Our wholly-owned subsidiaries offer diversified real estate, asset management and other financial
services. We are a Maryland corporation that commenced operations on February 18, 1997. We are self-advised and self-managed. We acquired
Fixed Income Discount Advisory Company (or FIDAC) on June 4, 2004 and Merganser Capital Management, Inc. (or Merganser) on October
31, 2008. FIDAC and Merganser manage a number of investment vehicles and separate accounts for which they earn fee income. Our
subsidiary, RCap Securities, Inc. (or RCap), operates as a broker-dealer, and was granted membership in the Financial Industry Regulatory
Authority (or FINRA) in January 2009.

          We have elected and believe that we are organized and have operated in a manner that qualifies us to be taxed as a real estate investment
trust (or REIT) under the Internal Revenue Code of 1986, as amended (or the Code). If we qualify for taxation as a REIT, we generally will not
be subject to federal income tax on our taxable income that is distributed to our stockholders. Therefore, substantially all of our assets, other than
FIDAC, Merganser and RCap, which are our taxable REIT subsidiaries, consist of qualified REIT real estate assets (of the type described in
Section 856(c)(5)(B) of the Code). We have financed our purchases of investment securities with the net proceeds of equity offerings and
borrowings under repurchase agreements whose interest rates adjust based on changes in short-term market interest rates.

Assets

          Under our capital investment policy, at least 75% of our total assets must be comprised of high-quality mortgage-backed securities and
short-term investments. High quality securities means securities that (1) are rated within one of the two highest rating categories by at least one
of the nationally recognized rating agencies, (2) are unrated but are guaranteed by the United States government or an agency of the United
States government, or (3) are unrated but we determine them to be of comparable quality to rated high-quality mortgage-backed securities.

          The remainder of our assets, comprising not more than 25% of our total assets, may consist of other qualified REIT real estate assets
which are unrated or rated less than high quality, but which are at least �investment grade� (rated �BBB� or better by Standard & Poor�s Corporation
(or S&P) or the equivalent by another nationally recognized rating agency) or, if not rated, we determine them to be of comparable credit quality
to an investment which is rated �BBB� or better. In addition, we may directly or indirectly invest part of this remaining 25% of our assets in other
types of securities, including but without limitation, unrated debt, equity or derivative securities, to the extent consistent with our REIT
qualification requirements. The derivative securities in which we invest may
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include securities representing the right to receive interest only or a disproportionately large amount of interest, as well as inverse floaters, which
may have imbedded leverage as part of their structural characteristics.

          We may acquire mortgage-backed securities backed by single-family residential mortgage loans as well as securities backed by loans on
multi-family, commercial or other real estate related properties. To date, substantially all of the mortgage-backed securities that we have
acquired have been backed by single-family residential mortgage loans.

          To date, substantially all of the mortgage-backed securities that we have acquired have been agency mortgage-backed securities which,
although not rated, carry an implied �AAA� rating. Agency mortgage-backed securities are mortgage-backed securities for which a government
agency or federally chartered corporation, such as the Federal Home Loan Mortgage Corporation (Freddie Mac), the Federal National Mortgage
Association (or Fannie Mae), or the Government National Mortgage Association (Ginnie Mae), guarantees payments of principal or interest on
the securities. Agency mortgage-backed securities consist of agency pass-through certificates and CMOs issued or guaranteed by an agency.
Pass-through certificates provide for a pass-through of the monthly interest and principal payments made by the borrowers on the underlying
mortgage loans. CMOs divide a pool of mortgage loans into multiple tranches with different principal and interest payment characteristics.

          At September 30, 2010, approximately 14% of our investment securities were adjustable-rate mortgage-backed securities and agency
debentures, approximately 84% of our investment securities were fixed-rate mortgage-backed securities and agency debentures, and
approximately 2% of our investment securities were CMO floaters. Our adjustable-rate pass-through certificates are backed by adjustable-rate
mortgage loans and have coupon rates which adjust over time, subject to interest rate caps and lag periods, in conjunction with changes in
short-term interest rates. Our fixed-rate pass-through certificates are backed by fixed-rate mortgage loans and have coupon rates which do not
adjust over time. CMO floaters are tranches of mortgage-backed securities where the interest rate adjusts in conjunction with changes in
short-term interest rates. CMO floaters may be backed by fixed-rate mortgage loans or, less often, by adjustable-rate mortgage loans. In this
prospectus supplement, except where the context indicates otherwise, we use the term �adjustable-rate securities� or �adjustable-rate investment
securities� to refer to adjustable-rate pass-through certificates, CMO floaters, and Agency debentures. At September 30, 2010, the weighted
average yield on our portfolio of earning assets was 2.27% and the weighted average term to next rate adjustment on adjustable rate securities
was 38 months.

          We may also invest in Federal Home Loan Bank (FHLB), Freddie Mac and Fannie Mae debentures. We refer to the mortgage-backed
securities and agency debentures collectively as �investment securities.� We intend to continue to invest in adjustable rate pass-through
certificates, fixed-rate mortgage-backed securities, CMO floaters, and agency debentures. We may also invest on a limited basis in derivative
securities, which include securities representing the right to receive interest only or a disproportionately large amount of interest as well as
inverse floaters, which may have imbedded leverage as part of their structural characteristics. We have not and will not invest in real estate
mortgage investment conduit (REMIC) residuals and other CMO residuals.

Borrowings

          We attempt to structure our collateralized borrowings to have interest rate adjustment indices and interest rate adjustment periods that, on
an aggregate basis, correspond generally to the interest rate adjustment indices and periods of our adjustable-rate investment securities.
However, periodic rate adjustments on our collateralized borrowings are generally more frequent than rate adjustments on our investment
securities. At September 30, 2010, the weighted average cost of funds for all of our collateralized borrowings was 1.94%, with the effect of
swaps, and the weighted average term to next rate adjustment of these collateralized borrowings was 144 days.

          We generally expect to maintain a ratio of debt-to-equity of between 8:1 and 12:1, although the ratio may vary, as it currently does
because of market conditions, from this range from time to time based upon various factors, including our management�s opinion of the level of
risk of our assets and liabilities, our liquidity position, our level of unused borrowing capacity and over-collateralization levels required by
lenders when we pledge assets to secure borrowings. For purposes of calculating this ratio, our equity is equal to the value of our investment
portfolio on a mark-to-market basis, less the book value of our obligations under repurchase agreements and other collateralized borrowings. At
September 30, 2010, our ratio of debt-to-equity was 6.3:1.
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Hedging

          To the extent consistent with our election to qualify as a REIT, we enter into hedging transactions to attempt to protect our investment
securities and related borrowings against the effects of major interest rate changes. This hedging would be used to mitigate declines in the
market value of our investment securities during periods of increasing or decreasing interest rates and to limit or cap the interest rates on our
borrowings. These transactions would be entered into solely for the purpose of hedging interest rate or prepayment risk and not for speculative
purposes. In connection with our interest rate risk management strategy, we hedge a portion of our interest rate risk by entering into derivative
financial instrument contracts. As of September 30, 2010, we had $25.9 billion in interest rate swaps, which in effect modify the cash flows on
repurchase agreements.

Compliance with REIT and Investment Company Requirements

          We constantly monitor our investment securities and the income from these securities and, to the extent we enter into hedging
transactions, we monitor income from our hedging transactions as well, so as to ensure at all times that we maintain our qualification as a REIT
and our exemption from registration under the Investment Company Act of 1940, as amended.

Investment Advisory Services

          FIDAC, an investment advisor registered with the Securities and Exchange Commission, is a fixed-income investment management
company specializing in managing fixed income investments in residential mortgage-backed securities, commercial mortgage-backed securities
and collateralized debt obligations for various investment vehicles and separate accounts. FIDAC also has experience in managing and
structuring debt financing associated with various asset classes and serves as a liquidation agent of collateralized debt obligations. FIDAC
commenced active investment management operations in 1994. The team managing Annaly plays the same roles at FIDAC.

          Merganser, an investment advisor registered with the Securities and Exchange Commission, has expertise in a variety of fixed income
strategies and focuses on managing each portfolio based on each client�s specific investment principles. Merganser serves a diverse group of
clients in a variety of disciplines nationwide including pension, public, operating, Taft-Hartley and endowment funds as well as defined
contribution plans. Merganser�s investment team maintains a careful balance of risk management and performance by employing fundamental
security analysis and by trading in an environment supported by state-of-the-art technology, infrastructure and operations.

          At September 30, 2010, FIDAC and Merganser had under management approximately $12.1 billion in net assets and $19.8 billion in gross
assets.

          RCap operates as a broker-dealer and was granted membership in FINRA in January 2009. RCap will act as a book-running manager in
this offering.

Our Business Strategy

          Our principal business objective is to generate income for distribution to our stockholders, primarily from the net cash flows on our
investment securities. Our net cash flows result primarily from the difference between the interest income on our investment securities and
borrowing costs of our repurchase agreements and from dividends we receive from our subsidiaries. To achieve our business objective and
generate dividend yields, our strategy is:

� to acquire mortgage-backed securities that we believe:

- we have the necessary expertise to evaluate and manage;

- we can readily finance;

- are consistent with our balance sheet guidelines and risk management objectives; and
S-3
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- provide attractive investment returns in a range of scenarios;

� to finance purchases of mortgage-backed securities with the proceeds of equity and debt offerings and, to the extent permitted
by our capital investment policy, to utilize leverage to increase potential returns to stockholders through borrowings;

� to attempt to structure our borrowings to have interest rate adjustment indices and interest rate adjustment periods that, on an
aggregate basis, generally correspond to the interest rate adjustment indices and interest rate adjustment periods of our
adjustable-rate mortgage-backed securities;

� to seek to minimize prepayment risk by structuring a diversified portfolio with a variety of prepayment characteristics and
through other means; and

� to issue new equity or debt and increase the size of our balance sheet when opportunities in the market for mortgage-backed
securities are likely to allow growth in earnings per share.

          We believe we are able to obtain cost efficiencies through our facilities-sharing arrangement with FIDAC and RCap and by virtue of our
management�s experience in managing portfolios of mortgage-backed securities and arranging collateralized borrowings. We will strive to
become even more cost-efficient over time by:

� seeking to raise additional capital from time to time in order to increase our ability to invest in mortgage-backed securities;

� striving to lower our effective borrowing costs by seeking direct funding with collateralized lenders, rather than using financial
intermediaries;

� improving the efficiency of our balance sheet structure by investigating the issuance of uncollateralized subordinated debt,
preferred stock and other forms of capital; and

� utilizing information technology in our business, including improving our ability to monitor the performance of our investment
securities and to lower our operating costs.

Recent Developments

          Dividends

          On December 15, 2010, our board of directors declared a quarterly distribution of $0.64 per share of our common stock. This dividend
will be paid on January 27, 2011 to common stockholders of record on December 28, 2010. Purchasers in this offering will not participate in this
quarterly distribution. We distribute dividends based on our current estimate of taxable earnings per common share, not GAAP earnings.
Dividends distributed and taxable and GAAP earnings will typically differ due to items such as unrealized and realized gains and losses,
differences in premium amortization and discount accretion, and non-deductible general and administrative expenses. Our quarterly dividend per
share may be substantially different than our quarterly taxable earnings and GAAP earnings per share.

          On November 12, 2010, we declared our fourth quarter 2010 7.875% Series A Cumulative Redeemable Preferred Stock dividend of
$0.492188 per share for distribution to stockholders of record on December 1, 2010. This dividend was paid on December 31, 2010.

          On November 12, 2010, we declared our fourth quarter 2010 6% Series B Cumulative Convertible Preferred Stock dividend of $0.375000
per share for distribution to stockholders of record on December 1, 2010. This dividend was paid on December 31, 2010.

S-4
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Corporate Information

          Our principal executive offices are located at 1211 Avenue of Americas, Suite 2902, New York, New York 10036. Our telephone number
is (212) 696-0100. Our website is http://www.annaly.com. The contents of our website are not a part of this prospectus supplement or the
accompanying prospectus. Our shares of common stock are traded on the New York Stock Exchange (or NYSE) under the symbol �NLY.�
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THE OFFERING

Issuer Annaly Capital Management, Inc.

Common stock offered by us 75,000,000 shares (plus up to an additional 11,250,000 shares of our
common stock that we may issue and sell upon the exercise of the
underwriters� overallotment option).

Common stock to be outstanding
after this offering

706,594,452 shares, based upon 631,594,452 shares of common
stock outstanding as of January 3, 2011. Does not include up to an
additional 11,250,000 shares of our common stock that we may issue
and sell upon the exercise of the underwriters' overallotment option.
Does not include 6,891,973 shares of our common stock issuable
upon the exercise of outstanding options granted pursuant to our
long-term incentive plan. Does not include shares of our common
stock issuable upon the conversion of 1,652,047 shares of our Series
B Preferred Stock. Does not include up to 32,465,340 shares of our
common stock issuable upon the conversion of our convertible senior
notes.

NYSE symbol �NLY�.

Use of proceeds We intend to use the net proceeds of this offering to purchase
mortgage-backed securities. We then intend to increase our
investment assets by borrowing against these mortgage-backed
securities and using the proceeds of such borrowings to acquire
additional mortgage-backed securities. We also intend to use the net
proceeds from this offering for general corporate purposes, which
may include additional investments and repayment of short term
indebtedness.

Risk factors Investing in our common stock involves significant risks. See �Risk
Factors� in this prospectus supplement, in the accompanying
prospectus, and in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2009, and subsequent Quarterly Reports on
Form 10-Q, which are incorporated by reference herein, for a
discussion of risks you should carefully consider before deciding to
invest in our common stock.

Conflict of interest RCap Securities, Inc. (�RCap�) is our wholly-owned subsidiary. As a
result, RCap may be deemed to have a �conflict of interest� within the
meaning of NASD Conduct Rule 2720 of the Financial Industry
Regulatory Authority, Inc. For more information, see �Underwriting �
Conflict of Interest.�

          Unless otherwise indicated, all offering information in this prospectus supplement is based on the number of shares of common stock and
number of options to purchase shares of common stock outstanding as of January 3, 2011. Unless otherwise indicated, that number of shares of
common stock does not include the 11,250,000 shares of common stock that may be issued if the underwriters� overallotment option is exercised
in full.
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RISK FACTORS

          In evaluating an investment in our common stock, you should carefully consider the risks set forth under the caption �Risk Factors� in the
accompanying prospectus and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, and subsequent Quarterly
Reports on Form 10-Q, which are incorporated by reference herein.

USE OF PROCEEDS

          We expect that the aggregate net proceeds to us from this offering of our common stock (after deducting estimated offering expenses) will
be approximately $1.28 billion (or approximately $1.47 billion if the underwriters� overallotment option is exercised in full). We intend to use the
net proceeds from this offering as follows:

                    ● to purchase mortgage-backed securities. We then intend to increase our investment assets by borrowing against these
mortgage-backed securities and using the proceeds of such borrowings to acquire additional mortgage-backed securities; and

                    ● for general corporate purposes, which may include additional investments and repayment of short term indebtedness.

DISTRIBUTIONS

          To maintain our qualification as a REIT, we must distribute substantially all of our taxable income to our stockholders for each year. We
have done this in the past and intend to continue to do so in the future. We also have declared and paid regular quarterly dividends in the past
and intend to do so in the future. We have adopted a dividend reinvestment plan to enable common stockholders to reinvest dividends
automatically in additional shares of common stock.

          We have not established a minimum distribution payment level on our common stock and our ability to pay distributions on our common
stock may be adversely affected for as a result of the risks set forth under the caption �Risk Factors� in this prospectus supplement, in the
accompanying prospectus, and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, and subsequent Quarterly
Reports on Form 10-Q, which are incorporated by reference herein. All distributions will be made at the discretion of our board of directors and
will depend on our earnings, our financial condition, maintenance of our REIT status and such other factors as our board of directors may deem
relevant from time to time.

S-7

Edgar Filing: ANNALY CAPITAL MANAGEMENT INC - Form 424B5

11



ADDITIONAL MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

          The following discussion supplements the discussion under the heading �Material Federal Income Tax Considerations� in the accompanying
prospectus. Terms used in this section but not defined in this section have the meanings ascribed to them elsewhere in this prospectus
supplement or in �Material Federal Income Tax Considerations� in the accompanying prospectus. You should refer to the discussion in the
accompanying prospectus under �Material Federal Income Tax Considerations� for a discussion of the tax consequences of our election to be taxed
as a REIT and the tax consequences to Owners of shares of our common stock. The following is a summary of certain additional material U.S.
federal income tax considerations that relate to the acquisition, ownership and disposition of shares of our common stock.

Recently Enacted Legislation

          On March 18, 2010, President Obama signed the Hiring Incentives to Restore Employment Act (the �HIRE Act�) into law. The HIRE Act
added new chapter 4 to the Code. Effective for payments made after December 31, 2012, chapter 4 generally requires the withholding agent to
deduct and withhold tax equal to 30% of any distributions in respect of our shares of capital stock and 30% of any gross proceeds of sale or
disposition of our shares of capital stock, in either case, that is paid to a foreign financial institution or non-financial foreign entity, unless (i) in
the case of a foreign financial institution, such institution enters into an agreement with the U.S. government to withhold on certain payments
and to collect and provide to the U.S. tax authorities substantial information regarding U.S. account holders of such institution (which includes
certain equity and debt holders of such institution, as well as certain account holders that are foreign entities with U.S. owners), and (ii) in the
case of a non-financial foreign entity, such entity provides the withholding agent with a certification identifying the direct and indirect U.S.
owners of the entity. Under certain circumstances, a Foreign Owner might be eligible for refunds or credits of such taxes. Prospective investors
are encouraged to consult with their own tax advisors regarding the possible implications of this recently enacted legislation on an investment in
our capital stock.
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UNDERWRITING

          Under the terms and subject to the conditions contained in an underwriting agreement among us and the underwriters, dated January 4,
2011, we have agreed to sell to the underwriters, and the underwriters have severally agreed to purchase from us, the number of shares of our
common stock listed opposite their names below.  Credit Suisse Securities (USA) LLC, Barclays Capital Inc., J.P. Morgan Securities LLC, and
RCap Securities, Inc. are acting as representatives of the underwriters:

Name
Number
of Shares

Credit Suisse Securities (USA) LLC 37,500,000
Barclays Capital, Inc. 15,000,000
J.P. Morgan Securities LLC 15,000,000
RCap Securities, Inc. 7,500,000
Total 75,000,000

          The underwriters will offer the shares of common stock for sale from time to time in one or more transactions (which may include block
transactions), in negotiated transactions or otherwise, or a combination of those methods of sale, at market prices prevailing at the time of sale, at
prices related to prevailing market prices or at negotiated prices. The shares of common stock will not be sold on or through the facilities of a
national securities exchange or to or through a market maker otherwise than on an exchange. The underwriters may do so by selling the shares of
common stock to or through broker/dealers, who may receive compensation in the form of underwriting discounts, concessions or commissions
from the underwriters and/or the purchasers of the shares of common stock for whom they may act as agents. In connection with the sale of the
shares of common stock, the underwriters may be deemed to have received compensation from us in the form of underwriting discounts, and the
underwriters may also receive commissions from the purchasers of the shares of common stock for whom they may act as agents. The
underwriters and any broker/dealers that participate with the underwriters in the distribution of the shares of common stock may be deemed to be
underwriters, and any discounts or commissions received by them and any profit on the resale of the shares of common stock by them may be
deemed to be underwriting discounts or commissions.

          The underwriters are purchasing the shares of common stock from us at $17.03 per share (representing approximately $1.28 billion
aggregate net proceeds to us, before we deduct our out-of-pocket expenses of approximately $250,000 (or approximately $1.47 billion if the
underwriters� overallotment option described below is exercised in full)). The underwriting agreement provides that the underwriters are
obligated to purchase all the shares of common stock if any are purchased, other than those covered by the overallotment option described
below. If an underwriter defaults, the underwriting agreement provides that the purchase commitments of the non-defaulting underwriter may be
increased or the underwriting agreement may be terminated.

          We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, as amended,
or to contribute to payments the underwriters may be required to make in respect of those liabilities.

          We have granted to the underwriters a 30-day option to purchase up to 11,250,000 additional shares at a price of $17.03 per share. The
option may be exercised only to cover any overallotments in the sale of the shares.

          Pursuant to certain �lock-up� agreements, we and our executive officers and directors have agreed, subject to certain exceptions, not to offer,
sell, contract to sell, announce any intention to sell, pledge or otherwise dispose of, directly or indirectly, any common shares or securities
convertible into or exchangeable or exercisable for any common shares without the prior written consent of Credit Suisse Securities (USA) LLC
for a period of 60 days in our case, and for a period of 90 days in the case of our executive officers and directors (as applicable, the �Lock-up
Period�) after the date of this prospectus supplement. Specifically, we and these other individuals have agreed, with certain exceptions, not to
directly or indirectly:
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� offer, pledge, sell or contract to sell any common stock;

� sell any option or contract to purchase any common stock;

� purchase any option or contract to sell any common stock;

� grant any option, right or warrant for the sale of any common stock;

� lend or otherwise dispose of or transfer any common stock;

� request or demand that we file a registration statement related to the common stock; or

� enter into any swap or other agreement that transfers, in whole or in part, the economic consequence of ownership of any
common stock whether any such swap or transaction is to be settled by delivery of shares or other securities, in cash or
otherwise.

          This lock-up provision applies to common stock and to securities convertible into or exchangeable or exercisable for or repayable with
common stock. It also applies to common stock owned now or acquired later by the person executing the agreement or for which the person
executing the agreement later acquires the power of disposition. The Lock-up Period will be automatically extended if (1) during the last 17 days
of the Lock-up Period we issue an earnings release or material news or a material event relating to us occurs or prior to the expiration of the
Lock-up Period, we announce that we will release earnings results or become aware that material news or a material event will occur during the
16-day-period beginning on the last day of the Lock-up Period, in which case the restrictions described above will continue to apply until the
expiration of the 18-day period beginning on the issuance of the earnings release or the occurrence of the material news or a material event. The
exceptions permit us, among other things and subject to restrictions, to: (a) issue common stock or options pursuant to our long term stock
incentive plan or pursuant to the exercise of employee stock options or other awards and (b) issue common stock pursuant to our stock dividend
reinvestment plan.

          In connection with the offering the underwriters may engage in overallotment transactions, syndicate covering transactions, and penalty
bids.

� Overallotment involves sales by the underwriters of shares in excess of the number of shares the underwriters are obligated to
purchase, which creates a syndicate short position. The short position may be either a covered short position or a naked short
position. In a covered short position, the number of shares overallotted by the underwriters is not greater than the number of shares
that they may purchase in the overallotment option. In a naked short position, the number of shares involved is greater than the
number of shares in the overallotment option. The underwriters may close out any short position by either exercising their
overallotment option and/or purchasing shares in the open market.

� Syndicate covering transactions involve purchases of the shares in the open market after the distribution has been completed in order
to cover syndicate short positions. In determining the source of the shares to close out the short position, the underwriters will
consider, among other things, the price of shares available for purchase in the open market as compared to the price at which they
may purchase shares through the overallotment option. If the underwriters sell more shares than could be covered by the
overallotment option, a naked short position, that position can only be closed out by buying shares in the open market. A naked short
position is more likely to be created if the underwriters are concerned that there may be downward pressure on the price of the shares
in the open market after pricing that could adversely affect investors who purchase in the offering.

� Penalty bids permit the representatives to reclaim a selling concession from a syndicate member when the shares originally sold by
the syndicate member are purchased in a syndicate covering transaction to cover syndicate short positions.
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          These transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of the
shares or preventing or retarding a decline in the market price of the shares. As a result the price of the shares may be higher than the price that
might otherwise exist in the open market. These transactions may be effected on the New York Stock Exchange or otherwise and, if
commenced, may be discontinued at any time.

Selling Restrictions

          European Economic Area

          In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a �Relevant
Member State�) an offer to the public of any securities which are the subject of the offering contemplated by this prospectus may not be made in
that Relevant Member State except that an offer to the public in the Relevant Member State of any securities may be made at any time under the
following exemptions under the Prospectus Directive, if they have been implemented in that Relevant Member State:

          (a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities;

          (b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a
total balance sheet of more than EUR43,000,000 and (3) an annual net turnover of more than EUR50,000,000, as shown in its last
annual or consolidated accounts;

          (c) by the underwriters to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus
Directive) subject to obtaining the prior consent of the underwriters for any such offer; or

          (d) in any other circumstances falling within Article 3(2) of the Prospectus Directive.
          For the purposes of this provision, the expression an �offer to the public� in relation to any securities in any Relevant Member State means
the communication in any form and by any means of sufficient information on the terms of the offer and any securities to be offered so as to
enable an investor to decide to purchase the securities, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State and the expression �Prospectus Directive� means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

          This prospectus supplement has been prepared on the basis that all offers of the securities will be made pursuant to an exemption under the
Prospectus Directive, as implemented in Member States from the requirement to produce a prospectus for offers of securities. Accordingly any
person making or intending to make any offer within the European Economic Area of securities which are the subject of the placement
contemplated in this prospectus supplement should only do so in circumstances in which no obligation arises for us or the underwriters to
produce a prospectus for the offer. Neither we nor the underwriters have authorized, nor do they authorize the making of any offer of securities
through any financial intermediary, other than offers made by the underwriters which constitute the final placement of securities contemplated in
this prospectus supplement.

          Each person in a Relevant Member State who receives any communication in respect of, or who acquires any shares under, the offers
contemplated in this prospectus supplement will be deemed to have represented, warranted and agreed to and with each underwriter and us that:

          (a) it is a qualified investor within the meaning of the law in that Relevant Member State implementing Article 2(1)(e) of the
Prospectus Directive; and
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          (b) in the case of any shares acquired by it as a financial intermediary, as the term is used in Article 3(2) of the Prospectus
Directive, (i) the shares acquired by it in the offer have not been acquired on behalf of, nor have they been acquired with a view to
their offer or resale to, persons in any Relevant Member State other than qualified investors, as that term is defined in the Prospectus
Directive, or in circumstances in which the prior consent of the underwriters has been given to the offer or resale; or (ii) where shares
have been acquired by it on behalf of persons in any Relevant Member State other than qualified investors, the offer of those shares
to it is not treated under the Prospectus Directive as having been made to such person.

          For the purposes of this representation, the expression �Prospectus Directive� means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

          United Kingdom

          This prospectus and any other material in relation to the securities described herein is only being distributed to and is only directed at
persons (i) who are outside the United Kingdom and (ii) to investment professional falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005, (the �Order�) or (iii) high net worth entities and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as �relevant persons�). The securities
are only available to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire such new shares will be engaged in only
with, relevant persons. Any person who is not a relevant person should not act or rely on this document or any of its contents.

          Each of the underwriters represents, warrants and agrees as follows: (1) it has only communicated or caused to be communicated and will
only communicate or cause to be communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21
of the Financial Services and Markets Act 2000 (the �FSMA�) received by it in connection with the issue or sale of the securities in circumstances
in which Section 21(1) of FSMA does not apply; and (2) it has complied and will comply with all applicable provisions of the FSMA with
respect to anything done by it in relation to the securities in, from or otherwise involving the United Kingdom.

          Switzerland

          We have not and will not register with the Swiss Financial Market Supervisory Authority (FINMA) as a foreign collective investment
scheme pursuant to Article 119 of the Federal Act on Collective Investment Scheme of 23 June 2006, as amended (CISA), and accordingly the
shares being offered pursuant to this prospectus have not and will not be approved, and may not be licenseable, with FINMA. Therefore, the
shares have not been authorized for distribution by FINMA as a foreign collective investment scheme pursuant to Article 119 CISA and the
shares offered hereby may not be offered to the public (as this term is defined in Article 3 CISA) in or from Switzerland. The shares may solely
be offered to �qualified investors,� as this term is defined in Article 10 CISA, and in the circumstances set out in Article 3 of the Ordinance on
Collective Investment Scheme of 22 November 2006, as amended (CISO), such that there is no public offer. Investors, however, do not benefit
from protection under CISA or CISO or supervision by FINMA. This prospectus and any other materials relating to the shares are strictly
personal and confidential to each offeree and do not constitute an offer to any other person. This prospectus may only be used by those qualified
investors to whom it has been handed out in connection with the offer described herein and may neither directly or indirectly be distributed or
made available to any person or entity other than its recipients. It may not be used in connection with any other offer and shall in particular not
be copied and/or distributed to the public in Switzerland or from Switzerland. This prospectus does not constitute an issue prospectus as that
term is understood pursuant to Article 652a and/or 1156 of the Swiss Federal Code of Obligations. We have not applied for a listing of the shares
on the SIX Swiss Exchange or any other regulated securities market in Switzerland, and consequently, the information presented in this
prospectus does not necessarily comply with the information standards set out in the listing rules of the SIX Swiss Exchange and corresponding
prospectus schemes annexed to the listing rules of the SIX Swiss Exchange.
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          Dubai International Financial Centre

          This prospectus supplement and the accompanying prospectus relate to an Exempt Offer in accordance with the Offered Securities Rules
of the Dubai Financial Services Authority (�DFSA�). This prospectus supplement and the accompanying prospectus are intended for distribution
only to persons of a type specified in the Offered Securities Rules of the DFSA. They must not be delivered to, or relied on by, any other person.
The DFSA has no responsibility for reviewing or verifying any documents in connection with Exempt Offers. The DFSA has not approved this
prospectus supplement and the accompanying prospectus nor taken steps to verify the information set forth herein or therein and has no
responsibility for this prospectus supplement and the accompanying prospectus. The shares to which this prospectus supplement relates may be
illiquid and/or subject to restrictions on their resale. Prospective purchasers of the shares offered should conduct their own due diligence on the
shares. If you do not understand the contents of this prospectus supplement and the accompanying prospectus you should consult an authorized
financial advisor.

Conflict of Interest

          RCap is our wholly-owned subsidiary. As a result, RCap may be deemed to have a �conflict of interest� within the meaning of NASD
Conduct Rule 2720 (�Rule 2720�) of the Financial Industry Regulatory Authority, Inc. Accordingly, this offering will be made in compliance with
the applicable provisions of Rule 2720. In accordance with Rule 2720, RCap will not make sales to discretionary accounts without the prior
specific written approval of the account holder.

Other Relationships

          Certain of the underwriters and their respective affiliates have, from time to time, performed, and may in the future perform, various
financial advisory and investment banking services for us and our affiliates, for which they received or will receive customary fees and
expenses. In addition, certain of the underwriters and their respective affiliates have been or are lenders under one or more of our secured
repurchase credit facilities, and we have entered into interest rate swap agreements with certain of the underwriters. Certain of the underwriters
and their respective affiliates are or have been counterparties to securities and other trading activities with us and our affiliates.

          Chimera Investment Corporation, a REIT managed by FIDAC, has entered into a RMBS repurchase agreement with RCap, our
wholly-owned subsidiary and an underwriter in this offering. This agreement contains customary representations, warranties and covenants
contained in such agreements. Chimera currently has no borrowings under this repurchase agreement.
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LEGAL MATTERS

          Certain legal matters relating to this offering will be passed upon for us by K&L Gates LLP, Washington, D.C. In addition, the description
of federal income tax consequences contained in the section of the accompanying prospectus entitled �Material Federal Income Tax
Considerations� is based on the opinion of K&L Gates LLP, Washington, D.C. Certain legal matters relating to this offering will be passed upon
for the underwriters by Fried, Frank, Harris, Shriver & Jacobson LLP, New York, New York.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

          The SEC allows us to ��incorporate by reference�� the information in documents that we file with them. This means that we can disclose
important information to you by referring you to those documents. The information incorporated by reference is an important part of this
prospectus supplement and the accompanying prospectus, and information in documents that we file after the date of this prospectus supplement
and before the termination of the offering will automatically update information in this prospectus supplement and the accompanying
prospectus. Nothing in this prospectus supplement will be deemed to incorporate information furnished by us on Form 8-K that, pursuant to and
in accordance with the rules and regulations of the SEC, is not deemed �filed� for purposes of the Exchange Act.

          We incorporate by reference into this prospectus supplement:

� our Annual Report on Form 10-K for the year ended December 31, 2009;

� our Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2010;

our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2010;

our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2010;

� our Current Reports on Form 8-K filed on February 8, 2010, February 8, 2010, February 12, 2010, March 2, 2010, March 5, 2010,
April 7, 2010, June 1, 2010, July 6, 2010, July 13, 2010, July 14, 2010, July 16, 2010, July 19, 2010, October 12, 2010, and January
3, 2011; and

� any future filings which we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, until
the termination of the offering of the securities offered by this prospectus supplement and the accompanying prospectus.
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PROSPECTUS

Annaly Capital Management, Inc.

Common Stock, Preferred Stock, Warrants, Stockholder Rights, Debt Securities, and Units

          By this prospectus, we may offer, from time to time,

§ shares of our common stock,

§ shares of our preferred stock,

§ warrants to purchase shares of our common stock or preferred stock,

§ rights issuable to our stockholders to purchase shares of our common stock or preferred stock, to purchase warrants exercisable
for shares of our common stock or preferred stock, or to purchase units consisting of two or more of the foregoing,

§ debt securities, which may consist of debentures, notes, or other types of debt, and

§ units consisting of two or more of the foregoing.
          We will provide specific terms of each issuance of these securities in supplements to this prospectus. In addition, selling securityholders
may sell these securities, from time to time, on terms described in the applicable prospectus supplement. You should read this prospectus and
any supplement carefully before you decide to invest.

          This prospectus may not be used to consummate sales of these securities unless it is accompanied by a prospectus supplement.

          The New York Stock Exchange lists our common stock under the symbol �NLY� and our 7.875% Series A Cumulative Redeemable
Preferred Stock under the symbol �NLY PrA.�

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

          Investing in these securities involves risks. You should carefully consider the information referred to under the heading �Risk
Factors� beginning on page 4 of this prospectus.

          We, or the selling securityholders, may sell these securities to or through underwriters, dealers or agents, or directly to investors.

          Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is February 8, 2010.
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ABOUT THIS PROSPECTUS

          This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission (or SEC or Commission)
using a �shelf� registration process. Under this shelf registration process, we may sell the securities described in this prospectus in one or more
offerings. This prospectus provides you with a general description of the securities we may offer. Each time we offer to sell securities, we will
provide a supplement to this prospectus that will contain specific information about the terms of that offering. The prospectus supplement may
also add, update or change information contained in this prospectus. It is important for you to consider the information contained in this
prospectus and any prospectus supplement together with additional information described under the heading �Where You Can Find More
Information on Annaly.�

          You should rely only on the information incorporated by reference or set forth in this prospectus or the applicable prospectus supplement.
We have not authorized anyone else to provide you with additional or different information. You should not assume that the information in this
prospectus, the applicable prospectus supplement or any other offering material is accurate as of any date other than the dates on the front of
those documents.
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A WARNING ABOUT FORWARD-LOOKING STATEMENTS

          Certain statements contained in this prospectus, any prospectus supplement and any other offering material, and the information
incorporated by reference in this prospectus, any prospectus supplement and/or any other offering material, and certain statements contained in
our future filings with the Securities and Exchange Commission (the �SEC� or the �Commission�), in our press releases or in our other public or
stockholder communications may not be based on historical facts and are �forward-looking statements� within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (or the Exchange Act).
Forward-looking statements, which are based on various assumptions (some of which are beyond our control), may be identified by reference to
a future period or periods or by the use of forward-looking terminology, such as �may,� �will,� �believe,� �expect,� �anticipate,� �continue,� or similar terms
or variations on those terms or the negative of those terms. Actual results could differ materially from those set forth in forward-looking
statements due to a variety of factors, including, but not limited to:

� changes in interest rates;

� changes in the yield curve;

� changes in prepayment rates;

� the availability of mortgage-backed securities and other securities for purchase;

� the availability and terms of financing;

� changes in the market value of our assets;

� changes in business conditions and the general economy;

� changes in government regulations affecting our business;

� our ability to maintain our qualification as a real estate investment trust for federal income tax purposes;

� risks associated with the investment advisory business of our wholly-owned subsidiaries, including:

o the removal by clients of assets managed,

o their regulatory requirements, and
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