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We may offer, issue and sell from time to time, together or separately, our
debt securities, which may be senior debt securities or subordinated debt
securities; shares of our preferred stock, which we may issue in one or more
series; depositary shares representing shares of our preferred stock; shares of
our common stock; or warrants to purchase debt or equity securities, at an
aggregate initial offering price which will not exceed $750,000,000.

We will provide the specific terms of these securities in supplements to
this prospectus. We may describe the terms of these securities in a term sheet
which will precede the prospectus supplement. You should read this prospectus
and the accompanying prospectus supplement carefully before you make your
investment decision.

THIS PROSPECTUS MAY NOT BE USED TO SELL SECURITIES UNLESS ACCOMPANIED BY A
PROSPECTUS SUPPLEMENT.

We may offer securities through underwriting syndicates managed or
co-managed by one or more underwriters, through agents or directly to
purchasers. The prospectus supplement for each offering of securities will
describe in detail the plan of distribution for that offering. For general
information about the distribution of securities offered, please see "Plan of
Distribution" in this prospectus.

An investment in these securities entails certain material risks and
uncertainties that should be considered. See "Risk Factors" beginning on page 4



of this prospectus.

Our common stock is listed on the New York Stock Exchange under the trading
symbol "NCT." Each prospectus supplement will indicate if the securities offered
thereby will be listed on any securities exchange.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS

PROSPECTUS OR THE ACCOMPANYING PROSPECTUS SUPPLEMENT IS TRUTHFUL OR COMPLETE.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is October 29, 2003
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Unless otherwise stated or the context otherwise requires, references in
this prospectus to "NCT," "Newcastle," "we," "our," and "us" refer to Newcastle
Investment Corp. and its direct and indirect subsidiaries.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the
Securities and Exchange Commission (the "SEC") using a "shelf" registration
process. Under this shelf process, we may, from time to time, sell any
combination of the securities described in this prospectus, in one or more
offerings up to a total dollar amount of $750,000,000. This prospectus provides
you with a general description of the securities we may offer. Each time we
offer to sell securities under this prospectus, we will provide a prospectus
supplement containing specific information about the terms of that offering. The
prospectus supplement may also add, update or change information contained in
this prospectus. You should read both this prospectus and any prospectus
supplement together with additional information described under the heading
"Where You Can Find More Information."

You should rely on the information contained or incorporated by reference
in this prospectus. We have not authorized anyone to provide you with different
information. If anyone provides you with different or inconsistent information,
you should not rely on it. We are not making an offer to sell these securities
in any jurisdiction where the offer or sale is not permitted.

You should assume that the information in this prospectus is accurate as of
the date of the prospectus. Our business, financial condition, results of
operations and prospects may have changed since that date.

This prospectus contains summary descriptions of the debt securities,
common stock, preferred stock and warrants that we may sell from time to time.
These summary descriptions are not meant to be complete descriptions of each
security. The particular terms of any security will be described in the related
prospectus supplement.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other



information with the SEC. Our SEC filings can be read and copied at the SEC's
Public Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549. The
public may obtain information on the operation of the public reference room by
calling the SEC at 1-800-SEC-0330. Our SEC filings are also available over the
Internet at the SEC's website at http://www.sec.gov. Our common stock is listed
and traded on the New York Stock Exchange under the trading symbol "NCT." Our
reports, proxy statements and other information can also be read at the offices
of the NYSE, 20 Broad Street, New York, New York 10005.

The SEC allows "incorporation by reference" into this prospectus of
information that we file with the SEC. This permits us to disclose important
information to you by referencing these filed documents. Any information
referenced this way is considered to be a part of this prospectus and any
information filed by us with the SEC subsequent to the date of this prospectus
will automatically be deemed to update and supersede this information. We
incorporate by reference the following documents which we have already filed
with the SEC:

- Annual Report on Form 10-K for the year ended December 31, 2002;

- Quarterly Reports on Form 10-Q for the quarters ended March 31, 2003 and
June 30, 2003; and

- Proxy Statement for the Annual Meeting of Shareholders held on May 29,
2003.

Whenever after the date of this prospectus we file reports or documents
under Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934,
as amended, those reports and documents will be deemed to be a part of this
prospectus from the time they are filed. Any statement made in this prospectus
or in a document incorporated or deemed to be incorporated by reference in this
prospectus will be deemed to be modified or superseded for purposes of this
prospectus to the extent that a statement contained in this prospectus or in any
other subsequently filed document that is also incorporated or deemed to be
incorporated by reference in this prospectus modifies or supersedes that
statement. Any statement so modified or superseded will not be deemed, except as
so modified or superseded, to constitute a part of this prospectus.

We will provide without charge, upon written or oral request, a copy of any
or all of the documents which are incorporated by reference into this
prospectus, excluding any exhibits to those documents unless the exhibit is
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specifically incorporated by reference as an exhibit to the registration
statement of which this prospectus forms a part. Requests should be directed to
Newcastle Investment Corp., 1251 Avenue of the Americas, 1l6th Floor, New York,
New York, 10020 (telephone number (212) 798-6100), Attention: Investor
Relations.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains certain "forward-looking statements" within the
meaning of the Private Securities Litigation Reform Act of 1995. Such
forward-looking statements relate to, among other things, the operating
performance of our investments and financing needs. Forward-looking statements
are generally identifiable by use of forward-looking terminology such as "may,"

"will," "should," "potential," "intend," "expect," "endeavor," "seek,"
"anticipate," "estimate," "overestimate," "underestimate," "believe," "could,"
"project," "predict," "continue" or other similar words or expressions.

Forward-looking statements are based on certain assumptions, discuss future
expectations, describe future plans and strategies, contain projections of
results of operations or of financial condition or state other forward-looking
information. Our ability to predict results or the actual effect of future plans
or strategies is inherently uncertain. Although we believe that the expectations
reflected in such forward-looking statements are based on reasonable
assumptions, our actual results and performance could differ materially from
those set forth in the forward-looking statements. These forward-looking
statements involve risks, uncertainties and other factors that may cause our
actual results in future periods to differ materially from forecasted results.
Factors which could have a material adverse effect on our operations and future
prospects include, but are not limited to, changes in economic conditions
generally and the real estate and bond markets specifically; adverse changes in
the financing markets we access affecting our ability to finance our real estate
securities portfolios in general, or in a manner that maintains our historic net
spreads; changes in interest rates and/or credit spreads, as well as the success
of our hedging strategy in relation to such changes; the quality and size of the
investment pipeline and the rate at which we can invest our cash, including cash
obtained in connection with CBO financings; impairments in the value of the
collateral underlying our real estate securities; changes in the markets;
legislative/regulatory changes; completion of pending investments; the
availability and cost of capital for future investments; competition within the
finance and real estate industries; and other risks detailed from time to time
in our SEC reports. Readers are cautioned not to place undue reliance on any of
these forward-looking statements, which reflect our management's views as of the
date of this prospectus. The factors noted above could cause our actual results



to differ significantly from those contained in any forward-looking statement.

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 are under no duty to update any of the
forward-looking statements after the date of this prospectus to conform these
statements to actual results.

NEWCASTLE INVESTMENT CORP.
GENERAL

We own a diversified portfolio of moderately credit sensitive real estate
securities, including commercial mortgage backed securities, senior unsecured
debt issued by property REITs and asset backed securities. Mortgage backed
securities are interests in or obligations secured by pools of mortgage loans.
We generally target investments rated A through BB. We also own credit leased
operating real estate in Canada and Belgium, which we refer to in this
prospectus as the "Bell Canada portfolio" and the "LIV portfolio," respectively.
We consider credit leased operating real estate to be real estate that is leased
primarily to tenants with, or whose major tenant has, investment grade credit
ratings. We also own, directly and indirectly, interests in pools of mortgage
loans, including residential mortgage loans. We are organized and conduct our
operations to qualify as a real estate investment trust (REIT) for federal
income tax purposes.

We seek to match-fund our investments with respect to interest rates and
maturities in order to minimize the impact of interest rate fluctuations on
earnings and reduce the risk of refinancing our liabilities prior to the
maturity of the investments. Our objective is to maximize the difference between
the yield on our investments and the cost of financing these investments while
hedging our positions.

We focus on investing in moderately credit sensitive real estate
securities, including commercial mortgage backed securities, senior unsecured
debt issued by property REITs and asset backed securities. We seek to finance
our real estate securities through the issuance of debt securities in the form
of collateralized bond obligations, known as CBOs, which are obligations issued
in multiple classes secured by an underlying portfolio of securities. Our CBO
financings offer us structural flexibility to buy and sell certain investments
to manage risk and, subject to certain limitations, to optimize returns.

We are incorporated in Maryland and the address of our principal executive
office is 1251 Avenue of the Americas, 16th Floor, New York, New York, 10020.
Our telephone number is (212) 798-6100. Our Internet address is
www.newcastleinv.com. newcastleinv.com is an interactive textual reference only,
meaning that the information contained on the website is not part of this
prospectus and is not incorporated in this prospectus by reference.

OUR MANAGER

We are externally managed and advised by Fortress Investment Group LLC. As
of September 30, 2003, Fortress Investment Group, through its affiliate, owned
2,750,189 shares of our common stock and had options to purchase an additional
1,160,000 shares of our common stock, which were issued in connection with our
prior equity offerings, representing approximately 13.4% of our common stock on
a fully diluted basis. In addition, we may grant options to purchase shares of
our common stock to our manager, or to an affiliate of our manager, in
connection with future equity offerings or otherwise, as we have done
previously.

We have no ownership interest in our manager. Fortress Investment Holdings
LLC is the sole member of our manager. The beneficial owners of Fortress
Investment Holdings LLC include Messrs. Wesley R. Edens, Peter L. Briger, Jr.,
Robert I. Kauffman, Randal A. Nardone and Michael E. Novogratz.

Our chairman and chief executive officer and each of our executive officers
also serve as officers of our manager. Our manager is entitled to receive a base
management fee from us and may receive incentive compensation based on certain
performance criteria.

As required by our management agreement, our manager provides a dedicated
management team to us, including a president, chief financial officer and chief
operating officer, whose primary responsibility is to manage us.

Our manager also manages and invests in other real estate-related
investment vehicles and intends to engage in additional management and
investment opportunities and investment vehicles in the future. However, our
manager has agreed not to raise or sponsor any new investment vehicle that
targets, as its primary investment category, investment in United States
dollar-denominated credit sensitive real estate securities reflecting primarily
United States loans or assets, although these entities, and other entities
managed by our manager, are not prohibited from investing in these securities.



RISK FACTORS

An investment in our Company involves a high degree of risk. You should
carefully consider the following information, together with the other
information contained in this prospectus and any prospectus supplement, before
buying any of the securities offered hereby. In connection with the
forward-looking statements that appear in this prospectus, you should also
carefully review the cautionary statement referred to under "Cautionary
Statement Regarding Forward-Looking Statements."

RISKS RELATING TO OUR MANAGEMENT

WE ARE DEPENDENT ON OUR MANAGER AND MAY NOT FIND A SUITABLE REPLACEMENT IF OUR
MANAGER TERMINATES THE MANAGEMENT AGREEMENT.

We have no employees. Our officers are employees of our manager. We have no
separate facilities and are completely reliant on our manager, which has
significant discretion as to the implementation of our operating policies and
strategies. We are subject to the risk that our manager will terminate the
management agreement and that no suitable replacement will be found to manage
us. We believe that our success depends to a significant extent upon the
experience of the manager's executive officers, whose continued service is not
guaranteed.

THERE ARE CONFLICTS OF INTEREST IN OUR RELATIONSHIP WITH OUR MANAGER.

Our chairman and chief executive officer and each of our executive officers
also serve as officers of our manager. As a result, our management agreement
with our manager was not negotiated at arm's-length and its terms, including
fees payable, may not be as favorable to us as if it had been negotiated with an
unaffiliated third party.

Our manager also manages and invests in other real estate-related
investment vehicles and our chairman and chief executive officer and some of our
other officers also serve as officers and/or directors of these other entities.
Certain investments appropriate for us may also be appropriate for one or more
of these other investment vehicles; our manager may make a particular investment
through another investment vehicle rather than through us or may, subject to the
approval of the independent members of our board of directors, make a
co-investment with one or more of these other investment vehicles.

Our manager also intends to engage in additional real estate-related
management and investment opportunities in the future which may also compete
with us for investments.

Our management agreement with our manager generally does not limit or
restrict our manager from engaging in any business or managing any other vehicle
that invests generally in real estate securities, except that neither the
manager nor any entity controlled by or under common control with the manager
shall raise or sponsor any new investment fund, company or vehicle whose
investment policies, guidelines or plan targets as its primary investment
category investment in United States dollar-denominated credit sensitive real
estate-related securities reflecting primarily United States loans or assets.
The ability of our manager and its officers and employees to engage in other
business activities may reduce the time our manager spends managing us. The
manager is required to seek the approval of the independent members of our board
of directors before we engage in a material transaction, including certain
co-investments, with another entity managed by our manager.

The management compensation structure that we have agreed to with our
manager may cause our manager to invest in high risk investments. In addition to
its management fee, our manager is entitled to receive incentive compensation
based in part upon our achievement of targeted levels of funds from operations.
In evaluating investments and other management strategies, the opportunity to
earn incentive compensation based on funds from operations may lead our manager
to place undue emphasis on the maximization of funds from operations at the
expense of other criteria, such as preservation of capital, in order to achieve
higher incentive compensation. Investments with higher yield potential are
generally riskier or more speculative. This could result in increased risk to
the value of our invested portfolio.

Termination of the management agreement with our manager is difficult and
costly. The management agreement may only be terminated annually upon the
affirmative vote of at least two-thirds of our independent directors, or by a
vote of the holders of a majority of the outstanding shares of our common stock,
based upon (1) unsatisfactory performance by our manager that is materially
detrimental to us or (2) a determination that the management fee payable to our
manager is not fair, subject to our manager's right to prevent such a
compensation termination by accepting a mutually acceptable reduction of fees.
Our manager will be provided 60 days' prior notice of any termination and will
be paid a termination fee equal to the amount of the management fee earned by



the manager during the twelve-month period preceding such termination. In
addition, following any termination of the management agreement, the manager may
require us to purchase its right to receive incentive compensation at a price
determined as if our assets were sold for their fair market value (as determined
by an appraisal, taking into account, among other things, the expected future
value of the underlying investments) or otherwise we may continue to pay the
incentive compensation to our manager. These provisions may increase the
effective cost to us of terminating the management agreement, thereby adversely
affecting our ability to terminate our manager without cause.

OUR DIRECTORS HAVE APPROVED VERY BROAD INVESTMENT GUIDELINES FOR OUR MANAGER AND
DO NOT APPROVE EACH INVESTMENT DECISION MADE BY OUR MANAGER.

Our manager is authorized to follow very broad investment guidelines. Our
directors periodically review our investment guidelines and our investment
portfolio. However, our board does not review each proposed investment. In
addition, in conducting periodic reviews, the directors rely primarily on
information provided to them by our manager. Furthermore, transactions entered
into by our manager may be difficult or impossible to unwind by the time they
are reviewed by the directors. Our manager has great latitude within the broad
investment guidelines in determining the types of assets it may decide are
proper investments for us.

WE MAY CHANGE OUR INVESTMENT STRATEGY WITHOUT STOCKHOLDER CONSENT WHICH MAY
RESULT IN RISKIER INVESTMENTS THAN OUR CURRENT INVESTMENTS.

We may change our investment strategy at any time without the consent of
our stockholders, which could result in our making investments that are
different from, and possibly riskier than, the investments described in this
prospectus. A change in our investment strategy may increase our exposure to
interest rate and real estate market fluctuations.

RISKS RELATING TO OUR BUSINESS
WE ARE SUBJECT TO SIGNIFICANT COMPETITION AND WE MAY NOT COMPETE SUCCESSFULLY.

We are subject to significant competition in seeking investments. We
compete with several other companies, including other REITs, insurance companies
and other investors, including funds and companies affiliated with our manager.
Some of our competitors have greater resources than us and we may not be able to
compete successfully for investments.

WE LEVERAGE OUR PORTFOLIO, WHICH MAY ADVERSELY AFFECT OUR RETURN ON OUR
INVESTMENTS AND MAY REDUCE CASH AVAILABLE FOR DISTRIBUTION.

We leverage our portfolio through borrowings, generally through the use of
bank credit facilities, repurchase agreements, mortgage loans on real estate,
securitizations, including the issuance of CBOs, loans to entities in which we
hold, directly or indirectly, interests in pools of properties or loans, and
other borrowings. The percentage of leverage varies depending on our ability to
obtain credit facilities and the lender's estimate of the stability of the
portfolio's cash flow. We currently have a policy limiting the use of leverage
up to 90% of the value of our assets on an aggregate basis. Our return on our
investments and cash available for distribution to our stockholders may be
reduced to the extent that changes in market conditions cause the cost of our
financing to increase relative to the income that can be derived from the assets
acquired.

Our debt service payments reduce cash flow available for distributions to
stockholders. We may not be able to meet our debt service obligations and, to
the extent that we cannot, we risk the loss of some or all of our assets to
foreclosure or sale to satisfy our debt obligations.

We may leverage certain of our investments through repurchase agreements. A
decrease in the value of the assets may lead to margin calls which we will have
to satisfy. We may not have the funds available to satisfy any such margin
calls.

THE MORTGAGE LOANS WE INVEST IN AND THE MORTGAGE LOANS UNDERLYING THE MORTGAGE
AND ASSET BACKED SECURITIES WE INVEST IN ARE SUBJECT TO DELINQUENCY, FORECLOSURE
AND LOSS, WHICH COULD RESULT IN LOSSES TO US.

Commercial mortgage loans are secured by multifamily or commercial property
and 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 such 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, success of tenant businesses, property management
decisions, property location and condition, competition from comparable types of



properties, changes in laws that increase operating expense or limit rents that
may be charged, any need to address environmental contamination at the property,
the occurrence of any uninsured casualty at the property, changes in national,
regional or local economic conditions and/or specific industry segments,
declines in regional or local real estate values, declines in regional or local
rental or occupancy rates, increases in interest rates, real estate tax rates
and other operating expenses, changes in governmental rules, regulations and
fiscal policies, including environmental legislation, acts of God, terrorism,
social unrest and civil disturbances.

Residential mortgage loans are secured by single-family residential
property and are subject to risks of delinquency and foreclosure, and risks of
loss. The ability of a borrower to repay a loan secured by a residential
property is dependent upon the income or assets of the borrower. A number of
factors, including a general economic downturn, acts of God, terrorism, social
unrest and civil disturbances, may impair borrowers' abilities to repay their
loans.

Asset backed securities are bonds or notes backed by loans and/or other
financial assets. The ability of a borrower to repay these loans or other
financial assets is dependant upon the income or assets of these borrowers. We
intend to focus on real estate related asset backed securities, but there can be
no assurance that we will not invest in other types of asset backed securities.

In the event of any default under a mortgage loan held directly by us, we
will bear a risk of loss of principal to the extent of any deficiency between
the value of the collateral and the principal and accrued interest of the
mortgage loan, which could have a material adverse effect on our cash flow from
operations. In the event of the bankruptcy of a mortgage loan borrower, the
mortgage loan to such borrower will be deemed to be secured only to the extent
of the value of the underlying collateral at the time of bankruptcy (as
determined by the bankruptcy court), and the lien securing the mortgage loan
will be subject to the avoidance powers of the bankruptcy trustee or
debtor-in-possession to the extent the lien is unenforceable under state law.
Foreclosure of a mortgage loan can be an expensive and lengthy process which
could have a substantial negative effect on our anticipated return on the
foreclosed mortgage loan.

Residential mortgage backed securities evidence interests in or are secured
by pools of residential mortgage loans and commercial mortgage backed securities
evidence interests in or are secured by a single commercial mortgage loan or a
pool of commercial mortgage loans. Accordingly, the mortgage backed securities
we invest in are subject to all of the risks of the underlying mortgage loans.
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ALTHOUGH WE SEEK TO MATCH-FUND OUR INVESTMENTS TO LIMIT REFINANCE RISK, IN
PARTICULAR WITH RESPECT TO OUR INVESTMENTS IN REAL ESTATE SECURITIES, WE DO NOT
EMPLOY THIS STRATEGY WITH RESPECT TO OUR INVESTMENTS IN MORTGAGE LOANS, WHICH
INCREASES REFINANCE RISKS FOR OUR MORTGAGE LOANS.

A key to our investment strategy is to finance our investments using
match-funded financing structures, which match assets and liabilities with
respect to maturities and interest rates. This limits our refinance risk,
including the risk of being able to refinance an investment or refinance on
favorable terms. We use match-funded financing structures, such as CBOs, to
finance our investments in real estate securities. However, we do not employ
this strategy with respect to the mortgage loans we invest in, which exposes us
to additional refinance risks that may not apply to our other investments.

WE MAY NOT BE ABLE TO MATCH-FUND OUR FUTURE INVESTMENTS WITH RESPECT TO
MATURITIES AND INTEREST RATES, WHICH EXPOSES US TO THE RISK THAT WE MAY NOT BE
ABLE TO FINANCE OUR INVESTMENTS ON ECONOMICALLY FAVORABLE TERMS.

We focus on investing in credit sensitive real estate securities, including
commercial mortgage backed securities, senior unsecured debt issued by property
REITs and asset backed securities. We seek to match-fund our investments with
respect to interest rates and maturities in order to minimize the impact of
interest rate fluctuations on earnings and reduce the risk of refinancing our
liabilities prior to the maturity of the investments. If we are unable to
match-fund our future investments with respect to maturities and interest rates,
we are subject to the risk that we may not be able to finance our investments on
economically favorable terms. In addition, when financing our investments
through CBOs, we accumulate securities through an arrangement in which a third
party provides short-term financing pending the issuance of the CBO securities
and we make a cash deposit with such third party. Under such arrangement, if
such CBO financing were not consummated we would be required to either purchase
the securities and obtain other more expensive financing for such purchase, or
pay the third party the lesser of the difference between the price it paid for
the securities and the price at which it sold such securities, or our deposit.

WE MAY NOT BE ABLE TO ACQUIRE ELIGIBLE SECURITIES FOR A CBO FINANCING, OR MAY
NOT BE ABLE TO ISSUE CBO SECURITIES ON ATTRACTIVE TERMS, WHICH MAY REQUIRE US TO
SEEK MORE COSTLY FINANCING FOR OUR INVESTMENTS OR TO LIQUIDATE ASSETS. IN
ADDITION, FOLLOWING THE CLOSING OF A CBO FINANCING, THE RATE AT WHICH WE ARE



ABLE TO ACQUIRE ELIGIBLE SECURITIES MAY ADVERSELY IMPACT OUR ANTICIPATED
RETURNS.

We acquire real estate securities and finance them on a long-term basis,
such as through the issuance of collateralized bond obligations. During the
period that we are acquiring these assets, we finance our purchases through
relatively short-term credit facilities. We use these warehouse lines of credit
to finance the acquisition of real estate securities until a sufficient quantity
of securities is accumulated at which time we may refinance these lines through
a securitization, such as a CBO financing, or other long-term financing. As a
result, we are subject to the risk that we will not be able to acquire, during
the period that our warehouse facility is available, a sufficient amount of
eligible securities to maximize the efficiency of a collateralized bond
obligation financing. In addition, conditions in the capital markets may make
the issuance of a collateralized bond obligation less attractive to us when we
do have a sufficient pool of collateral. If we are unable to issue a
collateralized bond obligation to finance these assets, we may be required to
seek such other forms of potentially less attractive financing or otherwise to
liquidate the assets.

In addition, we must invest the net cash raised during the period following
each CBO financing. Until we are able to acquire sufficient securities, our
returns will reflect income earned on uninvested cash.

In general, our ability to acquire appropriate investments depends upon the
supply in the market of investments we deem suitable, and changes in various
economic factors which may affect our determination of what constitutes a
suitable investment.

OUR INVESTMENTS IN SUBORDINATED COMMERCIAL MORTGAGE BACKED SECURITIES ARE
SUBJECT TO LOSSES.

In general, losses on an asset securing a mortgage loan included in a
securitization will be borne first by the equity holder of the property, then by
a cash reserve fund or letter of credit, if any, and then by the "first loss"
subordinated security holder. In the event of default and the exhaustion of any
equity support, reserve fund, letter

of credit and any classes of securities junior to those in which we invest, we
will not be able to recover all of our investment in the securities we purchase.
In addition, if the underlying mortgage portfolio has been overvalued by the
originator, or if the values subsequently decline and, as a result, less
collateral is available to satisfy interest and principal payments due on the
related mortgage backed securities, the securities in which we invest may
effectively become the "first loss" position behind the more senior securities,
which may result in significant losses to us.

The prices of lower credit quality securities are generally less sensitive
to interest rate changes than more highly rated investments, but more sensitive
to adverse economic downturns or individual issuer developments. A projection of
an economic downturn, for example, could cause a decline in the price of lower
credit quality securities because the ability of obligors of mortgages
underlying mortgage backed securities to make principal and interest payments
may be impaired. In such event, existing credit support in the securitization
structure may be insufficient to protect us against loss of our principal on
these securities.

OUR INVESTMENTS IN SENIOR UNSECURED REIT SECURITIES ARE SUBJECT TO SPECIFIC
RISKS RELATING TO THE PARTICULAR REIT ISSUER OF THE SECURITIES AND TO THE
GENERAL RISKS OF INVESTING IN SUBORDINATED REAL ESTATE SECURITIES, WHICH MAY
RESULT IN LOSSES TO US.

Our investments in REIT securities involve special risks relating to the
particular REIT issuer of the securities, including the financial condition and
business outlook of the issuer. REITs generally are required to substantially
invest in operating real estate or real estate-related assets and are subject to
the inherent risks associated with real estate-related investments discussed in
this prospectus.

Our investments in REIT securities are also subject to the risks described
above with respect to mortgage loans and mortgage backed securities and similar
risks, including (i) risks of delinquency and foreclosure, and risks of loss in
the event thereof, (ii) the dependence upon the successful operation of and net
income from real property, (iii) risks generally incident to interests in real
property, and (iv) risks that may be presented by the type and use of a
particular commercial property.

REIT securities are generally unsecured and may also be subordinated to
other obligations of the issuer. We may also invest in REIT securities that are
rated below investment grade. As a result, investments in REIT securities are
also subject to risks of: (i) limited liquidity in the secondary trading market,
(ii) substantial market price volatility resulting from changes in prevailing
interest rates, (iii) subordination to the prior claims of banks and other



senior lenders to the issuer, (iv) the operation of mandatory sinking fund or
call/redemption provisions during periods of declining interest rates that could
cause the issuer to reinvest premature redemption proceeds in lower yielding
assets, (v) the possibility that earnings of the REIT issuer may be insufficient
to meet its debt service and dividend obligations and (vi) the declining
creditworthiness and potential for insolvency of the issuer of such REIT
securities during periods of rising interest rates and economic downturn. These
risks may adversely affect the value of outstanding REIT securities and the
ability of the issuers thereof to repay principal and interest or make dividend
payments.

THE B NOTES AND OTHER DIRECT AND INDIRECT INTERESTS IN POOLS OF REAL ESTATE
PROPERTIES OR LOANS THAT WE INVEST IN MAY BE SUBJECT TO ADDITIONAL RISKS
RELATING TO THE PRIVATELY NEGOTIATED STRUCTURE AND TERMS OF THE TRANSACTION,
WHICH MAY RESULT IN LOSSES TO US.

We invest in "B Notes" and other direct and indirect interests in pools of
real estate properties or loans. A "B Note" is a mortgage loan typically (a)
secured by a first mortgage on a single large commercial property or group of
related properties and (b) subordinated to an "A Note" secured by the same first
mortgage on the same collateral. As a result, if an issuer defaults, there may
not be sufficient funds remaining for B Note holders. B Notes reflect similar
credit risks to comparably rated commercial mortgage backed securities. We also
invest, directly or indirectly, in pools of real estate properties or loans.
However, since each transaction is privately negotiated, these investments can
vary in their structural characteristics and risks. For example, the rights of
holders of B Notes to control the process following a borrower default may vary
from transaction to transaction, while investments in pools of real estate
properties or loans may be subject to varying contractual arrangements with
third party co-investors in such pools. Further, B Notes typically are secured
by a single property, and so

reflect the risks associated with significant concentration. These investments
also are less liquid than commercial mortgage backed securities.

OUR INSURANCE ON OUR REAL ESTATE IN WHICH WE HAVE INTERESTS AND INSURANCE ON OUR
MORTGAGE LOANS AND REAL ESTATE SECURITIES COLLATERAL MAY NOT COVER ALL LOSSES.

There are certain types of losses, generally of a catastrophic nature, such
as earthquakes, floods, hurricanes, terrorism or acts of war, that may be
uninsurable or not economically insurable. Inflation, changes in building codes
and ordinances, environmental considerations, and other factors, including
terrorism or acts of war, also might make the insurance proceeds insufficient to
repair or replace a property if it is damaged or destroyed. Under such
circumstances, the insurance proceeds received might not be adequate to restore
our economic position with respect to the affected real property.

As a result of the events of September 11, 2001, insurance companies are
limiting and/or excluding coverage for acts of terrorism in insurance policies.
As a result, we may suffer losses from acts of terrorism that are not covered by
insurance. In addition, the mortgage loans which are secured by certain of our
properties contain customary covenants, including covenants that require us to
maintain property insurance in an amount equal to the replacement cost of the
properties. There can be no assurance that the lenders under our mortgage loans
will not take the position that exclusions from our coverage for losses due to
terrorist acts is a breach of a covenant which, if uncured, could allow the
lenders to declare an event of default and accelerate repayment of the mortgage
loans.

ENVIRONMENTAL COMPLIANCE COSTS AND LIABILITIES WITH RESPECT TO OUR REAL ESTATE
IN WHICH WE HAVE INTERESTS MAY AFFECT OUR RESULTS OF OPERATIONS.

Our operating costs may be affected by our obligation to pay for the cost
of complying with existing environmental laws, ordinances and regulations, as
well as the cost of complying with future legislation with respect to the
assets, or loans secured by assets, with environmental problems that materially
impair the value of the assets. Under various federal, state and local
environmental laws, ordinances and regulations, a current or previous owner or
operator of real property may be liable for the costs of removal or remediation
of hazardous or toxic substances on, under, or in such property. Such laws often
impose liability whether or not the owner or operator knew of, or was
responsible for, the presence of such hazardous or toxic substances. In
addition, the presence of hazardous or toxic substances, or the failure to
remediate properly, may adversely affect the owner's ability to borrow by using
such real property as collateral. Certain environmental laws and common law
principles could be used to impose liability for releases of hazardous
materials, including asbestos-containing materials into the environment, and
third parties may seek recovery from owners or operators of real properties for
personal injury associated with exposure to released asbestos-containing
materials or other hazardous materials. Environmental laws may also impose
restrictions on the manner in which a property may be used or transferred or in
which businesses may be operated, and these restrictions may require
expenditures. In connection with the direct or indirect ownership and operation



of properties, we may be potentially liable for any such costs. The cost of
defending against claims of liability or remediating contaminated property and
the cost of complying with environmental laws could materially adversely affect
our results of operations and financial condition.

MANY OF OUR INVESTMENTS ARE ILLIQUID AND WE MAY NOT BE ABLE TO VARY OUR
PORTFOLIO IN RESPONSE TO CHANGES IN ECONOMIC AND OTHER CONDITIONS.

Operating real estate and other direct and indirect investments in real
estate and real estate-related assets are generally illiquid. In addition, the
real estate securities that we purchase in connection with privately negotiated
transactions are not registered under the relevant securities laws, resulting in
a prohibition against their transfer, sale, pledge or other disposition except
in a transaction that is exempt from the registration requirements of, or is
otherwise in accordance with, those laws. A majority of the mortgage backed
securities, REIT securities and asset backed securities, and all of the B Notes
and other directly or indirectly held interests in pools of properties or loans
that we purchase are purchased in private, unregistered transactions and are
therefore subject to restrictions on resale or otherwise have no established
trading market. As a result, our ability to vary our portfolio in response to
changes in economic and other conditions may be relatively limited.

9
INTEREST RATE FLUCTUATIONS MAY CAUSE LOSSES.

Our primary interest rate exposures relate to our mortgage loans, real
estate securities and floating-rate debt obligations, as well as our interest
rate swaps and caps. Changes in the general level of interest rates can affect
our net interest income, which is the difference between the interest income
earned on our interest-earning assets and the interest expense incurred on our
interest-bearing liabilities. Changes in the level of interest rates also can
affect, among other things, our ability to acquire mortgage loans and
securities, the value of our mortgage loans and real estate securities and our
ability to realize gains from the settlement of such assets.

Currently, U.S. interest rates are historically low. In the event of a
significant rising interest rate environment and/or economic downturn, mortgage
and loan defaults may increase and result in credit losses that would adversely
affect our liquidity and operating results. Interest rates are highly sensitive
to many factors, including governmental monetary and tax policies, domestic and
international economic and political conditions, and other factors beyond our
control.

Our ability to execute our business strategy, particularly the growth of
our investment portfolio, depends to a significant degree on our ability to
obtain additional capital. Our CBO financing strategy is dependent on our
ability to place the match-funded debt we use to finance our real estate
securities at spreads that provide a positive arbitrage. If spreads for CBO
liabilities widen or if demand for such liabilities ceases to exist, then our
ability to execute future CBO financings will be severely restricted.

Interest rate changes may also impact our net book value as our securities
and related hedge derivatives are marked-to-market each quarter. Generally, as
interest rates increase, the value of our fixed rate real estate securities,
such as commercial mortgage backed securities, decreases, which will decrease
the book value of our equity.

Our operating results will depend in large part on differences between the
income from our assets, net of credit losses, and our financing costs. We
anticipate that, in most cases, for any period during which our assets are not
match-funded, the income from such assets will respond more slowly to interest
rate fluctuations than the cost of our borrowings. Consequently, changes in
interest rates, particularly short-term interest rates, may significantly
influence our net income. Increases in these rates will tend to decrease our net
income and market value of our assets. Interest rate fluctuations resulting in
our interest expense exceeding interest income would result in operating losses
for us.

OUR INVESTMENTS IN REAL ESTATE SECURITIES AND MORTGAGE LOANS ARE SUBJECT TO
CHANGES IN CREDIT SPREADS.

Our investments in real estate securities are subject to changes in credit
spreads. The majority of the real estate securities we invest in are fixed rate
securities, which are valued based on a market credit spread over the rate
payable on fixed rate U.S. Treasuries of like maturity. The wvalue of these
securities is dependent on the yield demanded on these securities by the market
based on their credit relative to U.S. Treasuries. Excessive supply of these
securities combined with reduced demand will generally cause the market to
require a higher yield on these real estate securities, resulting in the use of
a higher, or "wider," spread over the benchmark rate (usually the applicable
U.S. Treasury security yield) to value such securities. Under such conditions,
the value of our securities portfolio would tend to decline. Conversely, if the
spread used to value such securities were to decrease, or "tighten", the value
of our securities portfolio would tend to increase. Such changes in the market



value of our portfolio may effect our net equity, net income or cash flow
directly through their impact on unrealized gains or losses on
available-for-sale securities, and therefore our ability to realize gains on
such securities, or indirectly through their impact on our ability to borrow and
access capital.

Furthermore, shifts in the U.S. Treasury yield curve, which represents the
market's expectations of future interest rates, would also affect the yield
required on our securities and therefore their value. This would have similar
effects on our portfolio and our financial position and operations to a change
in spreads.

Our investments in mortgage loans are also subject to changes in credit
spreads. The majority of mortgage loans we invest in are floating rate loans
valued based on a market credit spread to LIBOR. The value of the loans is
dependent upon the yield demanded by the market based on their credit. The value
of our portfolio would tend to decline should the market require a higher yield
on such loans, resulting in the use of a higher spread over the
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benchmark rate (usually the applicable LIBOR yield). If the value of our
mortgage loan portfolio were to decline, it could affect our ability to
refinance such portfolio upon the maturity of the related repurchase agreement.
Any credit or spread losses incurred with respect to our mortgage loan portfolio
would affect us in the same way as similar losses on our real estate securities
portfolio as described above.

OUR HEDGING TRANSACTIONS MAY LIMIT OUR GAINS OR RESULT IN LOSSES.

We use derivatives to hedge our liabilities and this has certain risks,
including the risk that losses on a hedge position will reduce the cash
available for distribution to stockholders and that such losses may exceed the
amount invested in such instruments. Our board of directors has adopted a
general policy with respect to the use of derivatives, which generally allows us
to use derivatives where appropriate, but does not set forth specific policies
and procedures. We use derivative instruments, including forwards, futures,
swaps and options, in our risk management strategy to limit the effects of
changes in interest rates on our operations. A hedge may not be effective in
eliminating all of the risks inherent in any particular position. Our
profitability may be adversely affected during any period as a result of the use
of derivatives.

PREPAYMENT RATES CAN INCREASE, ADVERSELY AFFECTING YIELDS ON OUR RESIDENTIAL
MORTGAGE LOANS.

The value of our assets may be affected by prepayment rates on our
residential mortgage loans. Prepayment rates on mortgage loans are influenced by
changes in current interest rates and a variety of economic, geographic and
other factors beyond our control, and consequently, such prepayment rates cannot
be predicted with certainty. In periods of declining mortgage interest rates,
prepayments on mortgage loans generally increase. If general interest rates
decline as well, the proceeds of such prepayments received during such periods
are likely to be reinvested by us in assets yielding less than the yields on the
assets that were prepaid. In addition, the market value of the mortgage assets
may, because of the risk of prepayment, benefit less than other fixed-income
securities from declining interest rates. Conversely, in periods of rising
interest rates, prepayments on mortgage loans generally decrease, in which case
we would not have the prepayment proceeds available to invest in assets with
higher yields. Under certain interest rate and prepayment scenarios we may fail
to recoup fully our cost of acquisition of certain investments.

OUR INTERNATIONAL INVESTMENTS ARE SUBJECT TO CURRENCY RATE EXPOSURE AND THE
UNCERTAINTY OF FOREIGN LAWS AND MARKETS.

We own real estate located in Canada and in Belgium, which in addition to
all the risks inherent in the investment in real estate generally discussed in
this prospectus are also subject to fluctuations in foreign currency exchange
rates, unexpected changes in regulatory requirements, political and economic
instability in certain geographic locations, difficulties in managing
international operations, potentially adverse tax consequences, enhanced
accounting and control expenses and the burden of complying with a wide variety
of foreign laws. A change in foreign currency exchange rates may adversely
impact returns on our non-dollar denominated investments. Our principal direct
currency exposures are to the Euro and the Canadian Dollar. Changes in the
currency rates can adversely impact the fair values and earnings streams of our
international holdings. We generally do not directly hedge our foreign currency
risk through the use of derivatives, due to, among other things, REIT income
qualification issues.

WE ARE EXPOSED TO RISKS FROM OUR BELL CANADA PORTFOLIO.

As of June 30, 2003, approximately 2.7% of our total assets consisted of
properties leased to Bell Canada and for the quarter ended June 30, 2003,
approximately 11.3% of our revenue was derived from Bell Canada. If the credit
quality of this tenant is downgraded, or if it is unable or unwilling to timely



pay rent, or if it elects not to renew any significant lease, the value of and
revenue from our Bell Canada portfolio would decline.

11
RISKS RELATING TO OUR COMPANY

OUR FAILURE TO QUALIFY AS A REIT WOULD RESULT IN HIGHER TAXES AND REDUCED CASH
AVAILABLE FOR STOCKHOLDERS.

We operate in a manner so as to qualify as a REIT for federal income tax
purposes. Although we do not intend to request a ruling from the Internal
Revenue Service (the IRS) as to our REIT status, we have received the opinion of
Skadden, Arps, Slate, Meagher & Flom LLP with respect to our qualification as a
REIT. This opinion will be issued in connection with the registration statement
of which this prospectus forms a part. Investors should be aware, however, that
opinions of counsel are not binding on the IRS or any court. The opinion of
Skadden, Arps, Slate, Meagher & Flom LLP represents only the view of our counsel
based on our counsel's review and analysis of existing law and on certain
representations as to factual matters and covenants made by us and our manager,
including representations relating to the values of our assets and the sources
of our income. The opinion of Skadden, Arps, Slate, Meagher & Flom LLP also
relies on various legal opinions issued by other counsel for Newcastle and its
predecessors with respect to certain issues and transactions. The opinions,
copies of which are filed along with the opinion of Skadden, Arps, Slate,
Meagher & Flom LLP as an exhibit to the registration statement of which this
prospectus is a part, are expressed as of the date issued, and do not cover
subsequent periods. Counsel has no obligation to advise us or the holders of our
common stock of any subsequent change in the matters stated, represented or
assumed, or of any subsequent change in applicable law. Furthermore, both the
validity of the opinion of Skadden, Arps, Slate, Meagher & Flom LLP, and our
continued qualification as a REIT will depend on our satisfaction of certain
asset, income, organizational, distribution, stockholder ownership and other
requirements on a continuing basis, the results of which will not be monitored
by Skadden, Arps, Slate, Meagher & Flom LLP. Our ability to satisfy the asset
tests depends upon our analysis of the fair market values of our assets, some of
which are not susceptible to a precise determination, and for which we will not
obtain independent appraisals. Our compliance with the REIT income and quarterly
asset requirements also depends upon our ability to successfully manage the
composition of our income and assets on an ongoing basis. Moreover, the proper
classification of an instrument as debt or equity for federal income tax
purposes may be uncertain in some circumstances, which could affect the
application of the REIT qualification requirements as described below.
Accordingly, there can be no assurance that the IRS will not contend that our
interests in subsidiaries or other issuers will not cause a violation of the
REIT requirements. If we were to fail to qualify as a REIT in any taxable year,
we would be subject to federal income tax, including any applicable alternative
minimum tax, on our taxable income at regular corporate rates, and distributions
to stockholders would not be deductible by us in computing our taxable income.
Any such corporate tax liability could be substantial and would reduce the
amount of cash available for distribution to our stockholders, which in turn
could have an adverse impact on the value of, and trading prices for, our stock.
Unless entitled to relief under certain Internal Revenue Code provisions, we
also would be disqualified from taxation as a REIT for the four taxable years
following the year during which we ceased to qualify as a REIT. The rule against
re-electing REIT status following a loss of such status could also apply to us
if Newcastle Investment Holdings Corp., a former stockholder of the Company,
failed to qualify as a REIT, and we are treated as a successor to Newcastle
Investment Holdings for federal income tax purposes. See "Federal Income Tax
Considerations" for a discussion of material federal income tax consequences
relating to us and our stock.

REIT DISTRIBUTION REQUIREMENTS COULD ADVERSELY AFFECT OUR LIQUIDITY.

We generally must distribute annually at least 90% of our net taxable
income, excluding any net capital gain, in order for corporate income tax not to
apply to earnings that we distribute. We intend to make distributions to our
stockholders to comply with the requirements of the Internal Revenue Code.
However, differences in timing between the recognition of taxable income and the
actual receipt of cash could require us to sell assets or borrow funds on a
short-term or long-term basis to meet the 90% distribution requirement of the
Internal Revenue Code. Certain of our assets generate substantial mismatches
between taxable income and available cash. As a result, the requirement to
distribute a substantial portion of our net taxable income could cause us to:

(a) sell assets in adverse market conditions, (b) borrow on unfavorable terms,
or (c) distribute amounts that would otherwise be invested in future
acquisitions, capital expenditures or repayment of debt, in order to comply with
REIT requirements.
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Further, amounts distributed will not be available to fund investment
activities. If we fail to obtain debt or equity capital in the future, it could
limit our ability to grow, which could have a material adverse effect on the



value of our common stock.

DIVIDENDS PAYABLE BY REITS DO NOT QUALIFY FOR THE REDUCED TAX RATES UNDER
RECENTLY ENACTED TAX LEGISLATION.

Recently enacted tax legislation reduces the maximum tax rate for dividends
payable to individuals from 38.6% to 15% (through 2008). Dividends payable by
REITs, however, are generally not eligible for the reduced rates. Although this
legislation does not adversely affect the taxation of REITs or dividends paid by
REITs, the more favorable rates applicable to regular corporate dividends could
cause investors who are individuals to perceive investments in REITs to be
relatively less attractive than investments in the stocks of non-REIT
corporations that pay dividends, which could adversely affect the value of the
stock of REITs, including our common stock.

In addition, the relative attractiveness of real estate in general may be
adversely affected by the newly favorable tax treatment given to corporate
dividends, which could affect the value of our real estate assets negatively.

MAINTENANCE OF OUR INVESTMENT COMPANY ACT EXEMPTION IMPOSES LIMITS ON OUR
OPERATIONS.

We conduct our operations so as not to become regulated as an investment
company under the Investment Company Act of 1940, as amended. We believe that
there are a number of exemptions under the Investment Company Act that may be
applicable to us. The assets that we may acquire, therefore, are limited by the
provisions of the Investment Company Act and the rules and regulations
promulgated under the Investment Company Act. In addition, we could, among other
things, be required either (a) to change the manner in which we conduct our
operations to avoid being required to register as an investment company or (b)
to register as an investment company, either of which could have an adverse
effect on us and the market price for our stock.

ERISA MAY RESTRICT INVESTMENTS BY PLANS IN OUR COMMON STOCK.

A plan fiduciary considering an investment in our common stock should
consider, among other things, whether such an investment is consistent with the
fiduciary obligations under ERISA, including whether such investment might
constitute or give rise to a prohibited transaction under ERISA, the Internal
Revenue Code or any substantially similar federal, state or local law and, if
so, whether an exemption from such prohibited transaction rules is available.

THE STOCK OWNERSHIP LIMITS IMPOSED BY THE INTERNAL REVENUE CODE FOR REITS AND
OUR CHARTER MAY INHIBIT MARKET ACTIVITY IN OUR STOCK AND MAY RESTRICT OUR
BUSINESS COMBINATION OPPORTUNITIES.

In order for us to maintain our qualification as a REIT under the Internal
Revenue Code, not more than 50% in value of our outstanding stock may be owned,
directly or indirectly, by five or fewer individuals (as defined in the Internal
Revenue Code to include certain entities) at any time during the last half of
each taxable year after our first year. Our charter, with certain exceptions,
authorizes our directors to take such actions as are necessary and desirable to
preserve our qualification as a REIT. Unless exempted by our board of directors,
no person may own more than 8% of the aggregate value of all outstanding shares
of our capital stock, treating classes and series of our stock in the aggregate,
or more than 25% of the outstanding shares of our Series B Preferred Stock. Our
board may grant such an exemption, subject to such conditions, representations
and undertakings as it may determine in its sole discretion. These ownership
limits could delay or prevent a transaction or a change in our control that
might involve a premium price for our common stock or otherwise be in the best
interest of our stockholders. Our board of directors has granted limited
exemptions to Fortress Principal Investment Holdings LLC, our manager, a third
party group of funds managed by Wallace R. Weitz & Company, and certain
affiliates of these entities.
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MARYLAND TAKEOVER STATUTES MAY PREVENT A CHANGE OF OUR CONTROL. THIS COULD
DEPRESS OUR STOCK PRICE.

Under Maryland law, "business combinations" between a Maryland corporation
and an interested stockholder or an affiliate of an interested stockholder are
prohibited for five years after the most recent date on which the interested
stockholder becomes an interested stockholder. These business combinations
include certain mergers, consolidations, share exchanges, or, in circumstances
specified in the statute, an asset transfer or issuance or reclassification of
equity securities or a liquidation or dissolution. An interested stockholder is
defined as:

- any person who beneficially owns 10% or more of the voting power of the
corporation's outstanding shares; or

- an affiliate or associate of the corporation who, at any time within the



two-year period prior to the date in question, was the beneficial owner
of 10% or more of the voting power of the then outstanding stock of the
corporation.

A person is not an interested stockholder under the statute if the board of
directors approved in advance the transaction by which he or she otherwise would
have become an interested stockholder.

After the five-year prohibition, any business combination between the
Maryland corporation and an interested stockholder generally must be recommended
by the board of directors of the corporation and approved by the affirmative
vote of at least:

- 80% of the votes entitled to be cast by holders of outstanding shares of
voting stock of the corporation voting together as a single group; and

- two-thirds of the votes entitled to be cast by holders of voting stock of
the corporation other than shares held by the interested stockholder with
whom or with whose affiliate the business combination is to be effected
or held by an affiliate or associate of the interested stockholder voting
together as a single voting group.

The business combination statute may discourage others from trying to
acquire control of us and increase the difficulty of consummating any offer,
including potential acquisitions that might involve a premium price for our
common stock or otherwise be in the best interest of our stockholders.

OUR AUTHORIZED BUT UNISSUED COMMON AND PREFERRED STOCK MAY PREVENT A CHANGE IN
OUR CONTROL.

Our charter authorizes us to issue additional authorized but unissued
shares of our common stock or preferred stock. In addition, our board of
directors may classify or reclassify any unissued shares of common stock or
preferred stock and may set the preferences, rights and other terms of the
classified or reclassified shares. As a result, our board may establish a series
of preferred stock that could delay or prevent a transaction or a change in
control that might involve a premium price for our common stock or otherwise be
in the best interest of our stockholders.

OUR STOCKHOLDER RIGHTS PLAN COULD INHIBIT A CHANGE IN OUR CONTROL.

We have adopted a stockholder rights agreement. Under the terms of the
rights agreement, in general, if a person or group acquires more than 15% of the
outstanding shares of our common stock, all of our other common stockholders
will have the right to purchase securities from us at a discount to such
securities' fair market value, thus causing substantial dilution to the
acquiring person. The rights agreement may have the effect of inhibiting or
impeding a change in control not approved by our board of directors and,
therefore, could adversely affect our stockholders' ability to realize a premium
over the then-prevailing market price for our common stock in connection with
such a transaction. In addition, since our board of directors can prevent the
rights agreement from operating, in the event our board approves of an acquiring
person, the rights agreement gives our board of directors significant discretion
over whether a potential acquiror's efforts to acquire a large interest in us
will be successful. Because the rights agreement contains provisions that are
designed to assure that the executive officers, our manager and its affiliates
will never, alone, be considered a group that is an acquiring person, the
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rights agreement provides the executive officers, our manager and its affiliates
with certain advantages under the rights agreement that are not available to
other stockholders.

OUR STAGGERED BOARD AND OTHER PROVISIONS OF OUR CHARTER AND BYLAWS MAY PREVENT A
CHANGE IN OUR CONTROL.

Our board of directors is divided into three classes of directors.
Directors of each class are chosen for three-year terms upon the expiration of
their current terms, and each year one class of directors is elected by the
stockholders. The staggered terms of our directors may reduce the possibility of
a tender offer or an attempt at a change in control, even though a tender offer
or change in control might be in the best interest of our stockholders. In
addition, our charter and bylaws also contain other provisions that may delay or
prevent a transaction or a change in control that might involve a premium price
for our common stock or otherwise be in the best interest of our stockholders.

15
USE OF PROCEEDS
Unless otherwise set forth in a prospectus supplement, we intend to use the
net proceeds of any offering of securities to invest in real estate-related

assets and for general corporate purposes. We will have significant discretion
in the use of any net proceeds. The net proceeds may be invested temporarily in



interest-bearing accounts and short-term interest-bearing securities that are
consistent with our qualification as a REIT until they are used for their stated
purpose. We may provide additional information on the use of the net proceeds
from the sale of the offered securities in an applicable prospectus supplement
relating to the offered securities.
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RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK
DIVIDENDS AND RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to combined fixed
charges and preferred share dividends and our ratio of earnings to fixed charges
for each of the periods indicated:

<Table>
<Caption>
SIX MONTHS YEAR ENDED DECEMBER 31, PERIOD FROM
ENDED ——————mmm e s MAY 11, 1998 TO
JUNE 30, 2003 2002 2001 2000 1999 DECEMBER 31, 1998
<S> <C> <C> <C> <C> <C> <C>
Ratio of Earnings to
Combined Fixed Charges
and Preferred Stock
Dividends................ 1.62 1.62 1.90 1.82 1.39 N/A
Ratio of Earnings to
Fixed Charges............ 1.70 1.65 2.04 1.92 1.39 N/A
</Table>

For purposes of calculating the above ratios, (i) earnings represent
"Income (loss) before equity in earnings of unconsolidated subsidiaries" from
our consolidated statements of income, as adjusted for fixed charges and
distributions from unconsolidated subsidiaries, and (ii) fixed charges represent
"Interest expense" from our consolidated statements of income. The ratios are
based solely on historical financial information.

17
DESCRIPTION OF DEBT SECURITIES

As used in this prospectus, debt securities means the debentures, notes,
bonds and other evidences of indebtedness that we may issue from time to time.
The debt securities will either be senior debt securities or subordinated debt
securities. Senior debt securities will be issued under a "Senior Indenture" and
subordinated debt securities will be issued under a "Subordinated Indenture."
This prospectus sometimes refers to the Senior Indenture and the Subordinated
Indenture collectively as the "Indentures." The trustee under the Indentures
will be named in the applicable prospectus supplement.

The forms of Indentures are filed as exhibits to the registration statement
of which this prospectus forms a part. The statements and descriptions in this
prospectus or in any prospectus supplement regarding provisions of the
Indentures and debt securities are summaries thereof, do not purport to be
complete and are subject to, and are qualified in their entirety by reference
to, all of the provisions of the Indentures (and any amendments or supplements
we may enter into from ti