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Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A common stock, par value $0.01 per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    Yes  ☒    No  ☐

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    Yes  ☐    No  ☒

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes  ☒    No  ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).    Yes  ☒    No  ☐ (not required)

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of �large accelerated filer,� �accelerated
filer,� �smaller reporting company,� and �emerging growth company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☒ Accelerated filer ☐

Non-accelerated filer ☐ Smaller reporting company ☐

Emerging growth company ☐
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ☐    No  ☒

The aggregate market value of the outstanding class A common stock held by non-affiliates of the registrant was
approximately $2.8 billion as of June 30, 2017 (the last business day of the registrant�s most recently completed second
fiscal quarter) based on the closing sale price on the New York Stock Exchange on that date.

As of February 6, 2018, there were 108,194,090 outstanding shares of class A common stock. The class A common
stock is listed on the New York Stock Exchange (trading symbol �BXMT�).

DOCUMENTS INCORPORATED BY REFERENCE
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Part III of this annual report on Form 10-K incorporates information by reference from the registrant�s definitive proxy
statement with respect to its 2018 annual meeting of stockholders to be filed with the Securities and Exchange
Commission within 120 days after the close of the registrant�s fiscal year.
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PART I.

ITEM 1. BUSINESS
References herein to �Blackstone Mortgage Trust,� �company,� �we,� �us,� or �our� refer to Blackstone Mortgage Trust, Inc., a
Maryland corporation, and its subsidiaries unless the context specifically requires otherwise.

Our Company

Blackstone Mortgage Trust is a real estate finance company that originates senior loans collateralized by commercial
real estate in North America and Europe. Our investment objective is to preserve and protect shareholder capital while
producing attractive risk-adjusted returns primarily through dividends generated from current income from our loan
portfolio. We are externally managed by BXMT Advisors L.L.C., or our Manager, a subsidiary of The Blackstone
Group L.P., or Blackstone, and are a real estate investment trust, or REIT, traded on the New York Stock Exchange,
or NYSE, under the symbol �BXMT.� Our principal executive offices are located at 345 Park Avenue, 42nd Floor, New
York, New York 10154. We were incorporated in Maryland in 1998, when we reorganized from a California common
law business trust into a Maryland corporation.

We conduct our operations as a REIT for U.S. federal income tax purposes. We generally will not be subject to U.S.
federal income taxes on our taxable income to the extent that we annually distribute all of our net taxable income to
stockholders and maintain our qualification as a REIT. We also operate our business in a manner that permits us to
maintain an exclusion from registration under the Investment Company Act of 1940, as amended, or the Investment
Company Act. We are organized as a holding company and conduct our business primarily through our various
subsidiaries. We operate our business as one segment, which originates and acquires commercial mortgage loans and
related investments.

Our Manager

We are externally managed and advised by our Manager, which is responsible for administering our business
activities, day-to-day operations, and providing us the services of our executive management team, investment team,
and appropriate support personnel.

Our Manager is a part of Blackstone�s alternative asset management business, which includes the management of
investment vehicles focused on private equity, real estate, public debt and equity, non-investment grade credit, real
assets, and secondary funds, all on a global basis. Through its different businesses, Blackstone had total assets under
management of $434.1 billion as of December 31, 2017.

In connection with the performance of its duties, our Manager benefits from the resources, relationships, and expertise
of the 426 professionals in Blackstone�s global real estate group, which is the largest private equity real estate manager
in the world with $115.3 billion of investor capital under management as of December 31, 2017. Jonathan D. Gray,
who is the global head of Blackstone�s real estate group, is a member of the board of directors of Blackstone and is a
member of our Manager�s investment committee.

Blackstone Real Estate Debt Strategies, or BREDS, was launched in 2008 within Blackstone�s global real estate group
to pursue opportunities relating to debt and preferred equity investments globally, with a focus on North America and
Europe. Michael B. Nash, the global chairman of BREDS, serves as the executive chairman of our board of directors
and is a member of our Manager�s investment committee. In addition, Jonathan Pollack, the global head of BREDS,
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serves as one of our directors and is also a member of our Manager�s investment committee. As of December 31, 2017,
97 dedicated BREDS professionals, including 12 investment professionals based in London and Australia, managed
$15.4 billion of investor capital.

Our chief executive officer, chief financial officer, and other executive officers are senior Blackstone real estate
professionals. None of our Manager, our executive officers, or other personnel supplied to us by our Manager is

1

Edgar Filing: BLACKSTONE MORTGAGE TRUST, INC. - Form 10-K

Table of Contents 7



Table of Contents

obligated to dedicate any specific amount of time to our business. Our Manager is subject to the supervision and
oversight of our board of directors and has only such functions and authority as our board of directors delegates to it.
Pursuant to a management agreement between our Manager and us, or our Management Agreement, our Manager is
entitled to receive a base management fee, an incentive fee, and expense reimbursements. See Notes 12 and 17 to our
consolidated financial statements and Item 13 �Certain Relationships and Related Transactions, and Director
Independence� in this Annual Report on Form 10-K for more detail on the terms of the Management Agreement.

Our Investment Strategy

Our investment strategy is to originate loans and invest in debt and related instruments supported by institutional
quality commercial real estate in attractive locations. Through our Manager, we draw on Blackstone�s extensive real
estate debt investment platform and its established sourcing, underwriting, and structuring capabilities in order to
execute our investment strategy. In addition, we have access to Blackstone�s extensive network and Blackstone�s
substantial real estate and other investment holdings, which provide our Manager access to market data on a scale not
available to many competitors. While the majority of our capital will likely continue to be invested in North America
and Europe, we expect to benefit from Blackstone�s global real estate debt platform.

We directly originate, co-originate, and acquire debt instruments in conjunction with acquisitions, refinancings, and
recapitalizations of commercial real estate in North America and Europe. In the case of loans we acquire, we focus on
performing loans that are supported by well-capitalized properties and portfolios. We believe that the scale and
flexibility of our capital, as well as our Manager�s and Blackstone�s relationships, enables us to target opportunities
with strong sponsorship and invest in large loans or other debt that is collateralized by high-quality assets and
portfolios.

As market conditions evolve over time, we expect to adapt as appropriate. We believe our current investment strategy
will produce significant opportunities to make investments with attractive risk-return profiles. However, to capitalize
on the investment opportunities that may be present at various other points of an economic cycle, we may expand or
change our investment strategy by targeting assets such as subordinate mortgage loans, mezzanine loans, preferred
equity, real estate securities and note financings.

We believe that the diversification of our investment portfolio, our ability to actively manage those investments, and
the flexibility of our strategy positions us to generate attractive returns for our stockholders in a variety of market
conditions over the long term.

Our Portfolio

Our business is currently focused on originating or acquiring senior, floating rate mortgage loans that are secured by a
first priority mortgage on commercial real estate assets primarily in the office, lodging, retail, residential, and
industrial sectors in North America and Europe. These investments may be in the form of whole loans, pari passu
participations within mortgage loans, or other similar structures. Although originating senior, floating rate mortgage
loans is our primary area of focus, we also originate and acquire fixed rate loans and subordinate loans, including
subordinate mortgage interests and mezzanine loans. This focused lending strategy is designed to generate attractive
current income while protecting investors� capital.

2
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During the year ended December 31, 2017, we originated and acquired $4.8 billion of loans. Loan fundings during the
year totaled $4.1 billion, with repayments of $3.0 billion, for net fundings of $1.1 billion. The following table details
the overall statistics of our current loan portfolio as of December 31, 2017 ($ in thousands):

Total Loan Exposure(1)

Balance Sheet
Portfolio

Total Loan
Portfolio

Floating Rate
Loans

Fixed Rate
Loans

Number of loans 110 110 104 6
Principal balance $       10,108,226 $       11,093,608 $       10,421,270 $       672,338
Net book value $ 10,056,732 $ 11,039,365 $ 10,367,655 $ 671,710
Unfunded loan commitments(2) $ 1,573,107 $ 1,612,772 $ 1,612,772 $ �  
Weighted-average cash coupon(3) 5.55% 5.38% L+3.92% 4.64% 
Weighted-average all-in yield(3) 5.95% 5.83% L+4.33% 5.71% 
Weighted-average maximum
maturity (years)(4) 3.5 3.5 3.5 4.0
Loan to value (LTV)(5) 61.7% 61.0% 60.4% 70.2% 

(1) In certain instances, we finance our loans through the non-recourse sale of a senior loan interest that is not
included in our consolidated financial statements. Total loan exposure encompasses the entire loan we originated
and financed, including $985.4 million of such non-consolidated senior interests that are not included in our
balance sheet portfolio.

(2) Unfunded commitments will primarily be funded to finance property improvements or lease-related expenditures
by the borrowers. These future commitments will be funded over the term of each loan, subject in certain cases to
an expiration date.

(3) As of December 31, 2017, our floating rate loans were indexed to various benchmark rates, with 93% of floating
rate loans by loan exposure indexed to USD LIBOR based on total loan exposure. In addition to cash coupon,
all-in yield includes the amortization of deferred origination and extension fees, loan origination costs, and
purchase discounts, as well as the accrual of exit fees. Cash coupon and all-in yield for the total portfolio assume
applicable floating benchmark rates as of December 31, 2017 for weighted-average calculation.

(4) Maximum maturity assumes all extension options are exercised by the borrower, however our loans may be
repaid prior to such date. As of December 31, 2017, based on total loan exposure, 73% of our loans were subject
to yield maintenance or other prepayment restrictions and 27% were open to repayment by the borrower without
penalty.

(5) Based on LTV as of the dates loans were originated or acquired by us.

3
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The charts below detail the geographic distribution and types of properties securing these loans, as of December 31,
2017:

For additional information regarding our loan portfolio as of December 31, 2017, see Item 7 � �Management�s
Discussion and Analysis of Financial Condition and Results of Operations � II. Loan Portfolio� and � �VI. Loan Portfolio
Details� in this Annual Report on Form 10-K.

Financing Strategy

In addition to raising capital through public offerings of our equity and debt securities, our financing strategy includes
credit facilities, the GE portfolio acquisition facility, asset-specific financings, a revolving credit agreement, loan
participations sold, non-consolidated senior interests, and securitized debt obligations. In addition to our current mix
of financing sources, we may also access additional forms of financings including resecuritizations and public and
private, secured and unsecured debt issuances by us or our subsidiaries.

During the year ended December 31, 2017, we completed an underwritten public offering of 12,420,000 shares of our
class A common stock, providing aggregate net proceeds of $391.6 million, and we issued $402.5 million aggregate
principal amount of convertible notes with a coupon rate of 4.375% and an initial conversion price of $35.67.

4
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During the year ended December 31, 2017, we also (i) financed a portion of our loans through the issuance of
collateralized loan obligations and a single asset securitization vehicle, providing an aggregate $1.3 billion of
financing, (ii) added two new credit facilities, providing an aggregate $450.0 million of credit capacity, (iii) increased
the maximum facility size of two of our existing credit facilities, providing an additional £250.0 million and
�250.0 million of credit capacity, respectively, and (iv) converted one of our asset-specific financings to a
$500.0 million credit facility. The following table details our outstanding financing arrangements as of December 31,
2017 ($ in thousands):

Portfolio Financing
Outstanding Principal Balance

December 31, 2017
Credit facilities $ 4,068,249
GE portfolio acquisition facility 703,423
Asset-specific financings 518,864
Revolving credit agreement �  
Loan participations sold 80,706
Non-consolidated senior interests(1) 985,382
Securitized debt obligations 1,292,120

Total portfolio financing $         7,648,744

(1) These non-consolidated senior interests provide structural leverage for our
net investments which are reflected in the form of mezzanine loans or
other subordinate interests on our balance sheet and in our results of
operations.

The amount of leverage we employ for particular assets will depend upon our Manager�s assessment of the credit,
liquidity, price volatility, and other risks of those assets and the related financing counterparties, the availability of
particular types of financing at the time, and the financial covenants under our credit facilities. Our decision to use
leverage to finance our assets will be at the discretion of our Manager and will not be subject to the approval of our
stockholders. We currently expect that our leverage will not exceed, on a debt to equity basis, a ratio of 4-to-1. We
will endeavor to match the terms, currency, and indices of our assets and liabilities, including in certain instances
through the use of derivatives. We will also seek to limit the risks associated with recourse borrowing.

Subject to maintaining our qualification as a REIT, from time to time, we engage in hedging transactions that seek to
mitigate the effects of fluctuations in interest rates or currencies and their effects on our cash flows. These hedging
transactions could take a variety of forms, including interest rate or currency swaps or cap agreements, options, futures
contracts, forward rate or currency agreements or similar financial instruments.

5
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Floating Rate Portfolio

Generally, our business model is such that rising interest rates will increase our net income, while declining interest
rates will decrease net income. As of December 31, 2017, 94% of our loans by total loan exposure earned a floating
rate of interest and were financed with liabilities that pay interest at floating rates, which resulted in an amount of net
equity that is positively correlated to rising interest rates, subject to the impact of interest rate floors on certain of our
floating rate loans. As of December 31, 2017, the remaining 6% of our loans by total loan exposure earned a fixed rate
of interest, but are financed with liabilities that pay interest at floating rates, which resulted in a negative correlation to
rising interest rates to the extent of our financing. In certain instances where we have financed fixed rate assets with
floating rate liabilities, we have purchased interest rate swaps or caps to limit our exposure to increases in interest
rates on such liabilities. The following table shows how an increase in the USD LIBOR rate would affect our net
interest income per share per annum:

Investment Guidelines

Our board of directors has approved the following investment guidelines:

� our Manager shall seek to invest our capital in a broad range of investments in, or relating to, public and/or
private debt, non-controlling equity, loans and/or other interests (including �mezzanine� interests and/or
options or derivatives) relating to real estate assets (including pools thereof), real estate companies, and/or
real estate-related holdings;

� prior to the deployment of capital into investments, our Manager may cause our capital to be invested in any
short-term investments in money market funds, bank accounts, overnight repurchase agreements with
primary federal reserve bank dealers collateralized by direct U.S. government obligations and other
instruments or investments reasonable determined by our Manager to be of high quality;

� not more than 25% of our equity, as defined in the Management Agreement with our Manager, will be
invested in any individual investment without the approval of a majority of the investment risk management
committee of our board of directors (it being understood, however, that for purposes of the foregoing
concentration limit, in the case of any investment that is comprised (whether through a structured investment
vehicle or other arrangement) of securities, instruments or assets of multiple portfolio issuers, such
investment for purposes of the foregoing limitation shall be deemed to be multiple investments in such
underlying securities, instruments and assets and not such particular vehicle, product or other arrangement in
which they are aggregated);

6
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� any investment in excess of $300.0 million shall require the approval of a majority of the investment risk
management committee of our board of directors;

� no investment shall be made that would cause us to fail to qualify as a REIT under the Internal Revenue
Code of 1986, as amended, or the Internal Revenue Code; and

� no investment shall be made that would cause us or any of our subsidiaries to be regulated as an investment
company under the Investment Company Act.

These investment guidelines may be amended, restated, modified, supplemented or waived upon the approval of a
majority of our board of directors, which must include a majority of the independent directors, without the approval of
our stockholders.

Competition

We are engaged in a competitive business. In our lending and investing activities, we compete for opportunities with a
variety of institutional lenders and investors, including other REITs, specialty finance companies, public and private
funds (including other funds managed by Blackstone and its affiliates), commercial and investment banks, commercial
finance and insurance companies and other financial institutions. Several other REITs and other investment vehicles
have raised significant amounts of capital, and may have investment objectives that overlap with ours, which may
create additional competition for lending and investment opportunities. Some competitors may have a lower cost of
funds and access to funding sources, such as the U.S. Government, that are not available to us. Many of our
competitors are not subject to the operating constraints associated with REIT compliance or maintenance of an
exclusion from regulation under the Investment Company Act. We could face increased competition from banks due
to future legislative developments, such as amendments to key provisions of the Dodd-Frank Act, including provisions
setting forth capital and risk retention requirements. In addition, some of our competitors may have higher risk
tolerances or different risk assessments, which could allow them to consider a wider variety of loans and investments
and offer more attractive pricing or other terms than we would. Furthermore, competition for originations of and
investments in assets we target may lead to decreasing yields, which may further limit our ability to generate targeted
returns.

In the face of this competition, we have access to our Manager�s and Blackstone�s professionals and their industry
expertise and relationships, which we believe provide us with a competitive advantage and help us assess risks and
determine appropriate pricing for potential investments. We believe these relationships will enable us to compete
more effectively for attractive investment opportunities. However, we may not be able to achieve our business goals
or expectations due to the competitive risks that we face. For additional information concerning these competitive
risks, see Item 1A��Risk Factors�Risks Related to Our Lending and Investment Activities.�

Employees

We do not have any employees. We are externally managed by our Manager pursuant to the Management Agreement.
Our executive officers serve as officers of our Manager, and are employed by an affiliate of our Manager.

Government Regulation

Our operations in North America and Europe are subject, in certain instances, to supervision and regulation by U.S.
and other governmental authorities, and may be subject to various laws and judicial and administrative decisions
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imposing various requirements and restrictions, which, among other things: (i) regulate credit-granting activities;
(ii) establish maximum interest rates, finance charges and other charges; (iii) require disclosures to customers;
(iv) govern secured transactions; and (v) set collection, foreclosure, repossession and claims-handling procedures and
other trade practices. We are also required to comply with certain provisions of the Equal Credit Opportunity Act that
are applicable to commercial loans. We intend to conduct our business so that neither we nor any of our subsidiaries
are required to register as an investment company under the Investment Company Act.
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In our judgment, existing statutes and regulations have not had a material adverse effect on our business. In recent
years, legislators in the United States and in other countries have said that greater regulation of financial services firms
is needed, particularly in areas such as risk management, leverage, and disclosure. While we expect that additional
new regulations in these areas will be adopted and existing ones may change in the future, it is not possible at this time
to forecast the exact nature of any future legislation, regulations, judicial decisions, orders or interpretations, nor their
impact upon our future business, financial condition, or results of operations or prospects.

Taxation of the Company

We elected to be taxed as a REIT, effective January 1, 2003, under the Internal Revenue Code for U.S. federal income
tax purposes. We generally must distribute annually at least 90% of our net taxable income, subject to certain
adjustments and excluding any net capital gain, in order for U.S. federal income tax not to apply to our earnings that
we distribute. To the extent that we satisfy this distribution requirement, but distribute less than 100% of our net
taxable income, we will be subject to U.S. federal income tax on our undistributed taxable income. In addition, we
will be subject to a 4% nondeductible excise tax if the actual amount that we pay out to our stockholders in a calendar
year is less than a minimum amount specified under U.S. federal tax laws.

Our qualification as a REIT also depends on our ability to meet various other requirements imposed by the Internal
Revenue Code, which relate to organizational structure, diversity of stock ownership, and certain restrictions with
regard to the nature of our assets and the sources of our income. Even if we qualify as a REIT, we may be subject to
certain U.S. federal income and excise taxes and state and local taxes on our income and assets. If we fail to maintain
our qualification as a REIT for any taxable year, we may be subject to material penalties as well as federal, state, and
local income tax on our taxable income at regular corporate rates and we would not be able to qualify as a REIT for
the subsequent four full taxable years.

Furthermore, we have one or more taxable REIT subsidiaries, or TRS, which pay federal, state, and local income tax
on their net taxable income. See Item 1A��Risk Factors�Risks Related to our REIT Status and Certain Other Tax Items�
for additional tax status information.

Taxation of REIT Dividends

Under recent legislation from the Tax Cuts and Jobs Act of 2017, REIT dividends (other than capital gain dividends)
received by non-corporate taxpayers may be eligible for a 20% deduction beginning in 2018. This deduction is only
applicable to investors in BXMT that receive dividends and does not have any impact on us. Investors should consult
their own tax advisors regarding the effect of this change on their effective tax rate with respect to REIT dividends.

Website Access to Reports

We maintain a website at www.blackstonemortgagetrust.com. We are providing the address to our website solely for
the information of investors. The information on our website is not a part of, nor is it incorporated by reference into
this report. Through our website, we make available, free of charge, our annual proxy statement, annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, or the Exchange
Act, as soon as reasonably practicable after we electronically file such material with, or furnish them to, the Securities
and Exchange Commission, or the SEC. The SEC maintains a website that contains these reports at www.sec.gov. You
may also read and copy any filed document at the SEC�s public reference room in Washington, D.C. at 100 F Street,
N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information about public reference
rooms.
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ITEM 1A. RISK FACTORS
FORWARD-LOOKING INFORMATION

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, or Securities Act, and Section 21E of the Exchange Act, which involve certain
known and unknown risks and uncertainties. Forward-looking statements predict or describe our future operations,
business plans, business and investment strategies and portfolio management and the performance of our investments.
These forward-looking statements are generally identified by their use of such terms and phrases as �intend,� �goal,�
�estimate,� �expect,� �project,� �projections,� �plans,� �seeks,� �anticipates,� �should,� �could,� �may,� �designed to,� �foreseeable future,�
�believe,� �scheduled� and similar expressions. Our actual results or outcomes may differ materially from those
anticipated. You are cautioned not to place undue reliance on these forward-looking statements, which speak only as
of the date the statement was made. We assume no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise, except as required by law.

Our actual results may differ significantly from any results expressed or implied by these forward-looking statements.
Some, but not all, of the factors that might cause such a difference include, but are not limited to:

� the general political, economic, capital markets and competitive conditions in the United States
and foreign jurisdictions where we invest;

� the level and volatility of prevailing interest rates and credit spreads;

� adverse changes in the real estate and real estate capital markets;

� difficulty in obtaining financing or raising capital;

� reductions in the yield on our investments and an increase in the cost of our financing;

� defaults by borrowers in paying debt service on outstanding indebtedness;

� increased competition from entities engaged in mortgage lending and, or investing in our target assets;

� adverse legislative or regulatory developments, including with respect to tax laws;

� acts of God such as hurricanes, earthquakes and other natural disasters, acts of war and/or terrorism and
other events that may cause unanticipated and uninsured performance declines and/or losses to us or the
owners and operators of the real estate securing our investments;
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� deterioration in the performance of the property securing our investments that may cause deterioration in the
performance of our investments and, potentially, principal losses to us;

� adverse developments in the availability of desirable investment opportunities whether they are due to
competition, regulation, or otherwise;

� difficulty in redeploying the proceeds from repayments of our existing investments;

� difficulty in successfully managing our growth, including integrating new assets into our existing systems;

� authoritative generally accepted accounting principles, or GAAP, or policy changes from such
standard-setting bodies as the Financial Accounting Standards Board, or FASB, the SEC, the Internal
Revenue Service, or IRS, the New York Stock Exchange, or NYSE, and other authorities that we are subject
to, as well as their counterparts in any foreign jurisdictions where we might do business; and

� other factors, including those items discussed in the risk factors set forth below.
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance, or achievements. We caution you not to place undue
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reliance on these forward-looking statements. All written and oral forward-looking statements attributable to us or
persons acting on our behalf are qualified in their entirety by these cautionary statements. Moreover, unless we are
required by law to update these statements, we will not necessarily update or revise any forward-looking statements
included or incorporated by reference in this Annual Report after the date hereof, either to conform them to actual
results or to changes in our expectations.

Risks Related to Our Lending and Investment Activities

Our loans and investments expose us to risks associated with debt-oriented real estate investments generally.

We seek to invest primarily in debt instruments relating to real estate-related assets. As such, we are subject to, among
other things, risk of defaults by borrowers in paying debt service on outstanding indebtedness and to other
impairments of our loans and investments. Any deterioration of real estate fundamentals generally, and in
North America and Europe in particular, could negatively impact our performance by making it more difficult for
borrowers of our mortgage loans, or borrower entities, to satisfy their debt payment obligations, increasing the default
risk applicable to borrower entities, and/or making it more difficult for us to generate attractive risk-adjusted returns.
Changes in general economic conditions will affect the creditworthiness of borrower entities and/or the value of
underlying real estate collateral relating to our investments and may include economic and/or market fluctuations,
changes in environmental, zoning and other laws, casualty or condemnation losses, regulatory limitations on rents,
decreases in property values, changes in the appeal of properties to tenants, changes in supply and demand,
fluctuations in real estate fundamentals, the financial resources of borrower entities, energy supply shortages, various
uninsured or uninsurable risks, natural disasters, political events, terrorism and acts of war, changes in government
regulations, changes in real property tax rates and/or tax credits, changes in operating expenses, changes in interest
rates, changes in inflation rates, changes in the availability of debt financing and/or mortgage funds which may render
the sale or refinancing of properties difficult or impracticable, increased mortgage defaults, increases in borrowing
rates, negative developments in the economy and/or adverse changes in real estate values generally and other factors
that are beyond our control.

We cannot predict the degree to which economic conditions generally, and the conditions for real estate debt investing
in particular, will improve or decline. Any declines in the performance of the U.S. and global economies or in the real
estate debt markets could have a material adverse effect on our business, financial condition, and results of operations.

Commercial real estate-related investments that are secured, directly or indirectly, by real property are subject to
delinquency, foreclosure and loss, which could result in losses to us.

Commercial real estate debt instruments (e.g., mortgages, mezzanine loans and preferred equity) that are secured by
commercial property are subject to risks of delinquency and foreclosure and risks of loss that are greater than similar
risks associated with loans made on the security of single-family residential property. The ability of a borrower to
repay a loan secured by an income-producing property typically is dependent primarily upon the successful operation
of the property rather than upon the existence of independent income or assets of the borrower. If the net operating
income of the property is reduced, the borrower�s ability to repay the loan may be impaired. Net operating income of
an income-producing property can be affected by, among other things:

� tenant mix and tenant bankruptcies;
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� success of tenant businesses;

� property management decisions, including with respect to capital improvements, particularly in older
building structures;

� property location and condition;

� competition from other properties offering the same or similar services;

� changes in laws that increase operating expenses or limit rents that may be charged;
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� any need to address environmental contamination at the property;

� changes in global, national, regional, or local economic conditions and/or specific industry segments;

� declines in global, national, regional or local real estate values;

� declines in global, national, regional or local rental or occupancy rates;

� changes in interest rates, foreign exchange rates, and in the state of the credit and securitization markets and
debt and equity capital markets, including diminished availability or lack of debt financing for commercial
real estate;

� changes in real estate tax rates, tax credits and other operating expenses;

� changes in governmental rules, regulations and fiscal policies, including income tax regulations and
environmental legislation;

� acts of God, terrorism, social unrest and civil disturbances, which may decrease the availability of or
increase the cost of insurance or result in uninsured losses; and

� adverse changes in zoning laws.
In addition, we are exposed to the risk of judicial proceedings with our borrowers and entities we invest in, including
bankruptcy or other litigation, as a strategy to avoid foreclosure or enforcement of other rights by us as a lender or
investor. In the event that any of the properties or entities underlying or collateralizing our loans or investments
experiences any of the foregoing events or occurrences, the value of, and return on, such investments could be
reduced, which would adversely affect our results of operations and financial condition.

Fluctuations in interest rates and credit spreads could reduce our ability to generate income on our loans and other
investments, which could lead to a significant decrease in our results of operations, cash flows and the market
value of our investments.

Our primary interest rate exposures relate to the yield on our loans and other investments and the financing cost of our
debt, as well as our interest rate swaps that we may utilize for hedging purposes. Changes in interest rates and credit
spreads may affect our net income from loans and other investments, which is the difference between the interest and
related income we earn on our interest-earning investments and the interest and related expense we incur in financing
these investments. Interest rate and credit spread fluctuations resulting in our interest and related expense exceeding
interest and related income would result in operating losses for us. Changes in the level of interest rates and credit
spreads also may affect our ability to make loans or investments, the value of our loans and investments and our
ability to realize gains from the disposition of assets. Increases in interest rates and credit spreads may also negatively
affect demand for loans and could result in higher borrower default rates.
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Our operating results depend, in part, on differences between the income earned on our investments, net of credit
losses, and our financing costs. The yields we earn on our floating-rate assets and our borrowing costs tend to move in
the same direction in response to changes in interest rates. However, one can rise or fall faster than the other, causing
our net interest margin to expand or contract. In addition, we could experience reductions in the yield on our
investments and an increase in the cost of our financing. Although we seek to match the terms of our liabilities to the
expected lives of loans that we acquire or originate, circumstances may arise in which our liabilities are shorter in
duration than our assets, resulting in their adjusting faster in response to changes in interest rates. For any period
during which our investments are not match-funded, the income earned on such investments may respond more slowly
to interest rate fluctuations than the cost of our borrowings. Consequently, changes in interest rates, particularly
short-term interest rates, may immediately and significantly decrease our results of operations and cash flows and the
market value of our investments. In addition, unless we enter into hedging or similar transactions with respect to the
portion of our assets that we fund using our balance sheet, returns we achieve on such assets will generally increase as
interest rates for those assets rise and decrease as interest rates for those assets decline.
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We operate in a competitive market for lending and investment opportunities which may intensify, and competition
may limit our ability to originate or acquire desirable loans and investments or dispose of assets we target, and
could also affect the yields of these assets and have a material adverse effect on our business, financial condition,
and results of operation.

We operate in a competitive market for lending and investment opportunities, which may intensify. Our profitability
depends, in large part, on our ability to originate or acquire our target assets on attractive terms. In originating or
acquiring our target assets, we compete for opportunities with a variety of institutional lenders and investors,
including other REITs, specialty finance companies, public and private funds (including funds managed by affiliates
of Blackstone), commercial and investment banks, commercial finance and insurance companies and other financial
institutions. Several other competitors have raised, or are expected to raise, significant amounts of capital, and may
have investment objectives that overlap with ours, which may create additional competition for lending and
investment opportunities. Some competitors may have a lower cost of funds and access to funding sources that are not
available to us, such as the U.S. Government. Many of our competitors are not subject to the operating constraints
associated with REIT tax compliance or maintenance of an exclusion from regulation under the Investment Company
Act. In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could
allow them to consider a wider variety of loans and investments, offer more attractive pricing or other terms and
establish more relationships than us. Furthermore, competition for originations of and investments in our target assets
may lead to decreasing yields, which may further limit our ability to generate desired returns. Also, as a result of this
competition, desirable loans and investments in our target assets may be limited in the future and we may not be able
to take advantage of attractive lending and investment opportunities from time to time, thereby limiting our ability to
identify and originate or acquire loans or make investments that are consistent with our investment objectives. We
cannot assure you that the competitive pressures we face will not have a material adverse effect on our business,
financial condition and results of operations.

Prepayment rates may adversely affect our financial performance and the value of certain of our assets.

Our business is currently focused on originating floating-rate mortgage loans secured by commercial real estate assets.
Generally, our mortgage loan borrowers may repay their loans prior to their stated maturities. In periods of declining
interest rates and/or credit spreads, prepayment rates on loans generally increase. If general interest rates or credit
spreads decline at the same time, the proceeds of such prepayments received during such periods may not be
reinvested for some period of time or may be reinvested by us in assets yielding less than the yields on the assets that
were prepaid.

Because our mortgage loans are generally not originated or acquired at a premium to par value, prepayment rates do
not materially affect the value of such assets. However, the value of certain other assets may be affected by
prepayment rates. For example, if we originate or acquire mortgage-related securities or a pool of mortgage securities
in the future, we would anticipate that the underlying mortgages would prepay at a projected rate generating an
expected yield. If we were to purchase such assets at a premium to par value, if borrowers prepay their loans faster
than expected, the corresponding prepayments on any such mortgage-related securities would likely reduce the
expected yield. Conversely, if we were to purchase such assets at a discount to par value, when borrowers prepay their
loans slower than expected, the decrease in corresponding prepayments on the mortgage-related securities would
likely reduce the expected yield.

Prepayment rates on loans may be affected by a number of factors including, but not limited to, the then-current level
of interest rates and credit spreads, the availability of mortgage credit, the relative economic vitality of the area in
which the related properties are located, the servicing of the loans, possible changes in tax laws, other opportunities
for investment, and other economic, social, geographic, demographic and legal factors beyond our control.
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Consequently, such prepayment rates cannot be predicted with certainty and no strategy can completely insulate us
from prepayment or other such risks.
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Difficulty in redeploying the proceeds from repayments of our existing loans and investments may cause our
financial performance and returns to investors to suffer.

As our loans and investments are repaid, we will have to redeploy the proceeds we receive into new loans and
investments, repay borrowings under our credit facilities, pay dividends to our stockholders or repurchase outstanding
shares of our class A common stock. It is possible that we will fail to identify reinvestment options that would provide
returns or a risk profile that is comparable to the asset that was repaid. If we fail to redeploy the proceeds we receive
from repayment of a loan in equivalent or better alternatives, our financial performance and returns to investors could
suffer.

If we are unable to successfully integrate new assets and manage our growth, our results of operations and
financial condition may suffer.

We have in the past and may in the future significantly increase the size and/or change the mix of our portfolio of
assets. We may be unable to successfully and efficiently integrate newly-acquired assets into our existing portfolio or
otherwise effectively manage our assets or our growth effectively. In addition, increases in our portfolio of assets
and/or changes in the mix of our assets may place significant demands on our Manager�s administrative, operational,
asset management, financial and other resources. Any failure to manage increases in size effectively could adversely
affect our results of operations and financial condition.

The lack of liquidity in certain of our assets may adversely affect our business.

The illiquidity of certain of our assets may make it difficult for us to sell such investments if the need or desire arises.
Certain assets such as mortgages, B-Notes, mezzanine and other loans (including participations) and preferred equity,
in particular, are relatively illiquid investments due to their short life, their potential unsuitability for securitization and
the greater difficulty of recovery in the event of a borrower�s default. In addition, certain of our investments may
become less liquid after our investment as a result of periods of delinquencies or defaults or turbulent market
conditions, which may make it more difficult for us to dispose of such assets at advantageous times or in a timely
manner. Moreover, many of the loans and securities we invest in are not registered under the relevant securities laws,
resulting in limitations or prohibitions against their transfer, sale, pledge or their disposition except in tr
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