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The Markets in Review
Dear Shareholder,

Market volatility, while remaining below the long-term average level, increased over the course of 2014 and into 2015, driven largely by higher
valuations in risk assets (such as equities and high yield bonds), escalating geopolitical risks, uneven global economic growth and expectations
around policy moves from the world�s largest central banks. Surprisingly, U.S. interest rates trended lower through the period even as the U.S.
Federal Reserve (the �Fed�) gradually reduced its bond buying program, which ultimately ended in October.

The first half of 2014 was generally a strong period for most asset classes; however, volatility ticked up in the summer as geopolitical tensions
intensified in Ukraine and the Middle East and investors feared that better U.S. economic indicators may compel the Fed to increase short-term
interest rates sooner than previously anticipated. Global credit markets tightened as the U.S. dollar strengthened versus other currencies,
ultimately putting a strain on investor flows, and financial markets broadly weakened in the third quarter.

Several themes dominated the markets in the fourth quarter that resulted in the strong performance of U.S. markets versus other areas of the
world. Economic growth strengthened considerably in the United States while the broader global economy showed signs of slowing. The
European Central Bank and the Bank of Japan took aggressive measures to stimulate growth while the Fed moved toward tighter policy, causing
further strengthening in the U.S. dollar. Fixed income investors piled into U.S. Treasuries where yields, although persistently low, were
comparatively higher than yields on international sovereign debt, while equity investors favored the relative stability of U.S.-based companies
amid rising global risks.

Oil prices, which had been gradually declining since mid-summer, suddenly plummeted in the fourth quarter due to a global supply-and-demand
imbalance. Energy stocks sold off sharply and oil-exporting economies struggled, mainly within emerging markets. Conversely, the consumer
sectors benefited from lower oil prices as savings at the gas pumps freed up discretionary income for other goods and services.

These trends shifted at the beginning of 2015. U.S. equity markets starkly underperformed international markets due to stretched valuations and
uncertainty around the Fed�s pending rate hike. In addition, the stronger U.S. dollar began to hurt earnings of large cap companies. The energy
sector continued to struggle, although oil prices showed signs of stabilizing toward the end of January as suppliers became more disciplined in
their exploration and production efforts.

At BlackRock, we believe investors need to think globally, extend their scope across a broad array of asset classes and be prepared to move
freely as market conditions change over time. We encourage you to talk with your financial advisor and visit blackrock.com for further insight
about investing in today�s markets.

Sincerely,

Rob Kapito

President, BlackRock Advisors, LLC

Rob Kapito

President, BlackRock Advisors, LLC

Total Returns as of January 31, 2015
6-month 12-month

U.S. large cap equities
(S&P 500® Index)

4.37% 14.22% 

4.72 4.41
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U.S. small cap equities
(Russell 2000® Index)
International equities
(MSCI Europe, Australasia,
Far East Index)

(6.97) (0.43) 

Emerging market equities
(MSCI Emerging
Markets Index)

(9.05) 5.23

3-month Treasury bills
(BofA Merrill Lynch 3-Month
U.S. Treasury Bill Index)

0.01 0.03

U.S. Treasury securities
(BofA Merrill Lynch 10-Year
U.S. Treasury Index)

9.29 12.25

U.S. investment-grade
bonds (Barclays
U.S. Aggregate Bond Index)

4.36 6.61

Tax-exempt municipal
bonds (S&P Municipal
Bond Index)

4.51 8.81

U.S. high yield bonds
(Barclays U.S.
Corporate High Yield 2%
Issuer Capped Index)

(0.89) 2.41

Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.
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Build America Bond Overview

For the Reporting Period Ended January 31, 2015
Build America Bonds (�BABs�) are taxable municipal securities that typically trade at a spread (or yield advantage) relative to U.S. Treasury
bonds with similar maturities. While BABs are no longer issued, they continue to trade in the secondary market. During the reporting period,
yields on U.S. Treasury bonds fell rather significantly. Additionally, the shape of the yield curve continued to flatten with long-term rates falling
more than short-term rates. The changes in the level of rates and the shape of the yield curve materially contributed to the performance of BABs
during the reporting period. The Barclays Aggregate Eligible Build America Bond Index returned 10.71% for the six-month period ended
January 31, 2015.

Yield spreads on BABs widened during the period from near record low levels, which negatively impacted the overall performance of the asset
class. The pressure on BABs spreads can be attributed to the much lower level of interest rates, as buyers were reluctant to make new purchases
at such low yields. In addition, BABs spreads tend to follow other taxable fixed-income markets, such as corporate bonds, which also
experienced spread widening during the period. There was a notable pick-up in secondary trading in BABs, which also may have contributed to
widening spreads. In addition, State of Illinois general obligation bonds and certain other local general obligation bonds in Illinois continued to
experience significant spread widening pressure (in addition to the general market widening) largely due to the state�s pension and budget issues.

Notably, the BABs market faces an ongoing headwind from federal sequestration (a series of automatic spending cuts resulting from the fiscal
cliff deal). As sequestration was triggered, the federal subsidy used to pay the coupon on BABs (previously 35%) was reduced. Since the federal
government now pays a smaller proportion of the coupon, the issuer�s cost of borrowing has increased. Additionally, most BABs were issued
with an Extraordinary Redemption Provision (�ERP�) intended to give issuers the ability to call their bonds prior to maturity in the event the
federal subsidy was lowered. Some issuers have exercised their ERP and called bonds, although the volume has been small relative to the overall
size of the market. However, the longer sequestration continues, the greater the likelihood that additional issuers will consider exercising this
provision to call bonds. At present though, most BABs issuers cannot generate cost savings by exercising the ERP. Thus far, general concerns
around the sequestration and the potential for bond calls through ERPs have not materially impacted the overall BABs market.

Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.

4 BLACKROCK BUILD AMERICA BOND TRUST JANUARY 31, 2015

Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

7



The Benefits and Risks of Leveraging

The Trust may utilize leverage to seek to enhance the yield and net asset value (�NAV�) of its common shares (�Common Shares�). However, these
objectives cannot be achieved in all interest rate environments.

In general, the concept of leveraging is based on the premise that the financing cost of leverage, which is based on short-term interest rates,
is normally lower than the income earned by the Trust on its longer-term portfolio investments purchased with the proceeds from leverage. To
the extent that the total assets of the Trust (including the assets obtained from leverage) are invested in higher-yielding portfolio investments, the
Trust�s shareholders benefit from the incremental net income. The interest earned on securities purchased with the proceeds from leverage is paid
to shareholders in the form of dividends, and the value of these portfolio holdings is reflected in the per share NAV.

To illustrate these concepts, assume the Trust�s Common Shares capitalization is $100 million and it utilizes leverage for an additional $30
million, creating a total value of $130 million available for investment in longer-term income securities. If prevailing short-term interest rates are
3% and longer-term interest rates are 6%, the yield curve has a strongly positive slope. In this case, the Trust�s financing costs on the $30 million
of proceeds obtained from leverage are based on the lower short-term interest rates. At the same time, the securities purchased by the Trust with
the proceeds from leverage earn income based on longer-term interest rates. In this case, the Trust�s financing cost of leverage is significantly
lower than the income earned on the Trust�s longer-term investments acquired from leverage proceeds, and therefore the holders of Common
Shares (�Common Shareholders�) are the beneficiaries of the incremental net income.

However, in order to benefit Common Shareholders, the return on assets purchased with leverage proceeds must exceed the ongoing costs
associated with the leverage. If interest and other costs of leverage exceed the Trust�s return on assets purchased with leverage proceeds, income
to shareholders is lower than if the Trust had not used leverage. Furthermore, the value of the Trust�s portfolio investments generally varies
inversely with the direction of long-term interest rates, although other factors can influence the value of portfolio investments. In contrast, the
value of the Trust�s obligations under its leverage arrangement generally does not fluctuate in relation to interest rates. As a result, changes in
interest rates can influence the Trust�s NAVs positively or negatively. Changes in the future direction of interest rates are very difficult to predict
accurately, and there is no assurance that the Trust�s intended leveraging strategy will be successful.

Leverage also generally causes greater changes in the Trust�s NAV, market price and dividend rate than comparable portfolios without leverage.
In a declining market, leverage is likely to cause a greater decline in the net asset value and market price of a Trust�s Common Shares than if the
Trust were not leveraged. In addition, the Trust may be required to sell portfolio securities at inopportune times or at distressed values in order to
comply with regulatory requirements applicable to the use of leverage or as required by the terms of leverage instruments, which may cause the
Trust to incur losses. The use of leverage may limit the Trust�s ability to invest in certain types of securities or use certain types of hedging
strategies. The Trust incurs expenses in connection with the use of leverage, all of which are borne by Common Shareholders and may reduce
income to the Common Shares.

The Trust may utilize leverage through reverse repurchase agreements as described in the Notes to Financial Statements.

Under the Investment Company Act of 1940, as amended (the �1940 Act�), the Trust is permitted to issue debt up to 33 1/3% of its total managed
assets. The Trust may voluntarily elect to limit its leverage to less than the maximum amount permitted under the 1940 Act.

If the Trust segregates or designates on its books and records cash or liquid assets having values not less than the value of the Trust�s obligations
under the reverse repurchase agreement (including accrued interest) then such transaction is not considered a senior security and is not subject to
the foregoing limitations and requirements under the 1940 Act.

Derivative Financial Instruments

The Trust may invest in various derivative financial instruments. Derivative financial instruments are used to obtain exposure to a security, index
and/or market without owning or taking physical custody of securities or to manage market, equity, credit, interest rate, foreign currency
exchange rate, commodity and/or other risks. Derivative financial instruments may give rise to a form of economic leverage. Derivative financial
instruments also involve risks, including the imperfect correlation between the value of a derivative financial instrument and the underlying
asset, possible default of the counterparty to the transaction or illiquidity of the derivative financial instrument. The Trust�s ability to use a
derivative financial instrument successfully depends on the investment advisor�s ability to predict pertinent market movements accurately, which
cannot be assured. The use of derivative financial instruments may result in losses greater than if they had not been used, may limit the amount
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of appreciation the Trust can realize on an investment and/or may result in lower distributions paid to shareholders. The Trust�s investments in
these instruments are discussed in detail in the Notes to Financial Statements.
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Trust Summary as of January 31, 2015

Trust Overview
BlackRock Build America Bond Trust�s (BBN) (the �Trust�) investment objective is to seek high current income, with a secondary objective of
capital appreciation. The Trust seeks to achieve its investment objectives by investing primarily in a portfolio of taxable municipal securities
known as BABs issued by state and local governments to finance capital projects such as public schools, roads, transportation infrastructure,
bridges, ports and public buildings, among others, pursuant to the American Recovery and Reinvestment Act of 2009. Unlike investments in
most other municipal securities, interest received on BABs is subject to federal income tax and may be subject to state income tax. Issuers of
direct pay BABs, however, are eligible to receive a subsidy from the U.S. Treasury of up to 35% of the interest paid on the bonds, which allows
such issuers to issue bonds that pay interest rates that are expected to be competitive with the rates typically paid by private bond issuers in the
taxable fixed income market. Under normal market conditions, the Trust invests at least 80% of its assets in BABs and invests 80% of its assets
in securities that at the time of investment are investment grade quality. While the U.S. Treasury subsidizes the interest paid on BABs, it does
not guarantee the principal or interest payments on BABs, and there is no guarantee that the U.S. Treasury will not reduce or eliminate the
subsidies for BABs in the future. As of the date of this report, the subsidy that issuers of direct payment BABs receive from the U.S. Treasury
has been reduced as the result of budgetary sequestration, which may result in early redemptions of BABs at par value. See Build America Bond
Overview on page 4.

The BABs program expired on December 31, 2010 and was not renewed. Accordingly, there have been no new issuances of BABs since that
date. The Trust has a contingent term provision stating that if there are no new issuances of BABs or similar U.S. government subsidized taxable
municipal bonds for any 24-month period ending on or before December 31, 2014, the Board of Trustees (the �Board�) of the Trust would
undertake an evaluation of potential actions with respect to the Trust, which may include, among other things, changes to the non-fundamental
investment policies of the Trust to broaden its primary investment policies to taxable municipal securities generally or the termination of the
Trust (the �Contingent Review Provision�). In November 2013, the Board approved an extension of the Contingent Review Provision until on or
before December 31, 2016, during which time the Board will continue to monitor the Trust on an ongoing basis and evaluate potential actions
with respect to the Trust. See Note 8 of Notes to Financial Statements for additional information.

No assurance can be given that the Trust�s investment objectives will be achieved.

Performance

� For the six-month period ended January 31, 2015, the Trust returned 12.68% based on market price and 12.32% based on NAV. For the same
period, the closed-end Lipper General Bond Funds category posted an average return of 2.03% based on market price and 0.24% based on
NAV. All returns reflect reinvestment of dividends. The Trust�s discount to NAV narrowed during the period, which accounts for the
difference between performance based on price and performance based on NAV. The following discussion relates to performance based on
NAV.

� The Trust�s duration positioning made the largest contribution to performance, as yields decreased substantially during the period. (Bond
prices generally rise as yields fall). The income generated from the Trust�s holdings of mostly taxable municipal BABs contributed to
performance as well. The Trust�s exposure to the long end of the yield curve helped performance, as the yield curve flattened substantially
(with long-term rates falling much more than intermediate and short-term rates). In addition, the Trust�s use of leverage amplified the positive
effect of falling rates on performance.

� The widening credit spreads of BABs and the Trust�s use of interest rate futures to help manage the risk of rising rates detracted from absolute
performance.

The views expressed reflect the opinions of BlackRock as of the date of this report and are subject to change based on changes in market, economic or other
conditions. These views are not intended to be a forecast of future events and are no guarantee of future results.

Trust Information

Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

10



Symbol on New York Stock Exchange (�NYSE�) BBN
Initial Offering Date August 27, 2010
Yield on Closing Market Price as of January 31, 2015 ($23.35)1 6.77%
Current Monthly Distribution per Common Share2 $0.1318
Current Annualized Distribution per Common Share2 $1.5816
Economic Leverage as of January 31, 20153 34%

1 Yield on closing market price is calculated by dividing the current annualized distribution per share by the closing market price. The current distribution rate
may consist of income, net realized gains and/or a return of capital. See the Additional Information � Section 19(a) Notice for estimated sources and character
of distributions. Past performance does not guarantee future results.

2 The distribution rate is not constant and is subject to change.

3 Represents reverse repurchase agreements as a percentage of total managed assets, which is the total assets of the Trust, including any assets attributable to
reverse repurchase agreements, minus the sum of accrued liabilities. For a discussion of leveraging techniques utilized by the Trust, please see The Benefits
and Risks of Leveraging on page 5.

6 BLACKROCK BUILD AMERICA BOND TRUST JANUARY 31, 2015

Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

11



Market Price and Net Asset Value Per Share Summary

1/31/15 7/31/14   Change High Low
Market Price $ 23.35 $ 21.49 8.66% $ 23.45 $ 20.85
Net Asset Value $ 24.89 $ 22.98 8.31% $ 24.89 $ 22.88

Market Price and Net Asset Value History Since Inception

1 Commencement of operations.

Overview of the Trust�s Total Investments*

Sector Allocation 1/31/15 7/31/14
Utilities 29% 30% 
County/City/Special District/School District 24 24
Transportation 21 21
State 11 11
Education 10 10
Housing 2 2
Tobacco 2 1
Corporate 1 1
For Trust compliance purposes, the Trust�s sector classifications refer to any one or more of the sector sub-classifications used by one or more widely recognized
market indexes or rating group indexes, and/or as defined by the investment advisor. These definitions may not apply for purposes of this report, which may
combine such sector sub-classifications for reporting use.

Credit Quality Allocation1 1/31/15 7/31/14
AAA/Aaa 4% 5% 
AA/Aa 52 54
A 40 37
BBB/Baa 3 3
B 1 1

1 For financial reporting purposes, credit quality ratings shown above reflect the highest rating assigned by either Standard & Poor�s (�S&P�) or Moody�s Investors
Service (�Moody�s�) if ratings differ. These rating agencies are independent, nationally recognized statistical rating organizations and are widely used.
Investment grade ratings are credit ratings of BBB/Baa or higher. Below investment grade ratings are credit ratings of BB/Ba or lower. Investments
designated N/R are not rated by either rating agency. Unrated investments do not necessarily indicate low credit quality. Credit quality ratings are subject to
change.

Call/Maturity Schedule2

Calendar Year Ended December 31,
2015 �
2016   2% 

Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

12



2017 �
2018 �
2019 4

2 Scheduled maturity dates and/or bonds that are subject to potential calls by issuers over the next five years.

* Excludes short-term securities.
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Schedule of Investments January 31, 2015 (Unaudited) (Percentages shown are based on Net Assets)

Municipal Bonds

Par  

(000) Value
Arizona � 3.0%
City of Phoenix Arizona Civic Improvement Corp., RB, Sub-Series C (NPFGC),
6.00%, 7/01/35 (a) $ 10,000 $ 10,440,600
Salt River Project Agricultural Improvement & Power District, RB, Build America Bonds, Series
A,
4.84%, 1/01/41 (a) 25,000 31,555,000

41,995,600
California � 33.4%
Bay Area Toll Authority, RB, Build America Bonds:
Series S-1, 6.92%, 4/01/40 13,700 19,247,815
Series S-1, 7.04%, 4/01/50 8,325 12,771,216
Series S-3, 6.91%, 10/01/50 14,000 21,308,980
California Infrastructure & Economic Development Bank, RB, Build America Bonds,
6.49%, 5/15/49 3,790 5,093,381
City of San Francisco Public Utilities Commission, RB, Build America Bonds, Sub-Series E,
6.00%, 11/01/40 (a) 21,255 28,407,733
City of San Jose California, Refunding ARB,
Series B (AGM), 6.60%, 3/01/41 10,000 11,520,000
County of Alameda California Joint Powers Authority, RB, Build America Bonds, Recovery
Zone, Series A, 7.05%, 12/01/44 (a) 13,300 19,016,872
County of Orange California Local Transportation Authority, Refunding RB, Build America
Bonds, Series A, 6.91%, 2/15/41 5,000 7,233,100
County of Sonoma California, Refunding RB,
Series A, 6.00%, 12/01/29 14,345 17,362,040
Los Angeles Community College District California, GO, Build America Bonds, 6.60%, 8/01/42
(a) 10,000 14,875,200
Los Angeles Department of Water & Power, RB, Build America Bonds (a):
6.17%, 7/01/40 37,500 43,908,000
7.00%, 7/01/41 17,225 21,025,524
Metropolitan Water District of Southern California, RB, Build America Bonds, Series A,
6.95%, 7/01/40 (a) 12,000 14,475,240
Palomar Community College District, GO, Build America Bonds, Series B-1, 7.19%, 8/01/45 7,500 9,114,375
Rancho Water District Financing Authority, RB, Build America Bonds, Series A,
6.34%, 8/01/40 (a) 20,000 23,640,400
Riverside Community College District, GO, Build America Bonds, Series D-1, 7.02%, 8/01/40 11,000 13,105,290
San Diego County Regional Airport Authority, RB, Series B, 5.59%, 7/01/43 5,000 5,831,100
San Diego County Regional Airport Authority, Refunding RB, Build America Bonds,
Sub-Series C, 6.63%, 7/01/40 32,100 37,377,882

Municipal Bonds

Par  

(000) Value
California (concluded)
San Diego Tobacco Settlement Revenue Funding Corp., RB, Asset-Backed, 7.13%, 6/01/32 $ 2,440 $ 2,473,940
State of California, GO, Build America Bonds, Various Purpose:
7.55%, 4/01/39 (a) 9,035 14,640,495
7.63%, 3/01/40 (a) 8,950 14,385,872
7.60%, 11/01/40 15,000 24,588,450
State of California Public Works Board, RB, Build America Bonds, Series G-2,
8.36%, 10/01/34 (a) 18,145 27,350,684
University of California, RB, Build
America Bonds (a):
5.95%, 5/15/45 24,000 32,338,560
6.30%, 5/15/50 27,010 34,193,580

475,285,729
Colorado � 3.7%
City & County of Denver Colorado School District No. 1, COP, Refunding, Series B,
7.02%, 12/15/37 (a) 6,000 8,465,580
Regional Transportation District, COP, Build America Bonds, Series B, 7.67%, 6/01/40 28,000 38,491,880
State of Colorado, COP, Build America Bonds, Series E, 7.02%, 3/15/31 5,000 5,952,550
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52,910,010
Connecticut � 1.1%
Town of Stratford Connecticut, GO,
6.00%, 8/15/38 12,000 15,333,000
District of Columbia � 2.8%
Metropolitan Washington Airport Authority, RB, Build America Bonds, Series D,
8.00%, 10/01/47 10,750 15,216,195
Metropolitan Washington Airports Authority, RB, Build America Bonds, 7.46%, 10/01/46 5,000 7,345,450
Washington Convention & Sports Authority, Refunding RB, Series C, 7.00%, 10/01/40 15,000 17,310,750

39,872,395
Florida � 4.3%
City of Sunrise Florida Utility System, RB, Build America Bonds, Series B, 5.91%, 10/01/35 (a) 25,000 29,267,000
County of Pasco Florida Water & Sewer, RB, Build America Bonds, Series B, 6.76%, 10/01/39 1,500 1,756,740
Town of Davie Florida Water & Sewer, RB, Build America Bonds, Series B (AGM),
6.85%, 10/01/40 2,500 3,020,425
Village Center Community Development District, Refunding RB (b):
4.76%, 11/01/29 7,340 7,835,523
5.02%, 11/01/36 13,500 14,613,750

Portfolio Abbreviations

AGM Assured Guaranty Municipal Corp. GO General Obligation Bonds PSF-GTD Public School Fund Guaranteed
AMT Alternative Minimum Tax (subject to) HFA Housing Finance Agency Q-SBLF Qualified School Bond Loan Fund
ARB Airport Revenue Bonds ISD Independent School District RB Revenue Bonds
COP Certificates of Participation M/F Multi-Family SAN State Aid Notes
EDA Economic Development Authority NPFGC National Public Finance Guarantee

Corp.
See Notes to Financial Statements.
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Schedule of Investments (continued) (Percentages shown are based on Net Assets)

Municipal Bonds

Par  

(000) Value
Florida (concluded)
Village Center Community Development District Utility Revenue, Refunding RB, Little Sumter
Service Area, 5.02%, 10/01/36 (b) $ 4,500 $ 4,882,185

61,375,623
Georgia � 5.5%
Municipal Electric Authority of Georgia Plant Vogtle Units 3 & 4, Refunding RB, Build
America Bonds, Series A:
6.64%, 4/01/57 26,084 36,921,119
6.66%, 4/01/57 20,665 28,907,029
7.06%, 4/01/57 10,000 12,561,200

78,389,348
Hawaii � 2.5%
University of Hawaii, RB, Build America Bonds, Series B-1, 6.03%, 10/01/40 30,500 35,272,945
Illinois � 21.9%
Chicago Board of Education, GO, Build America Bonds, 6.52%, 12/01/40 5,400 5,945,724
Chicago Transit Authority, RB:
Build America Bonds, Series B,
6.20%, 12/01/40 (a) 16,015 19,872,693
Series A, 6.90%, 12/01/40 (a) 4,075 5,386,009
Series B, 6.90%, 12/01/40 4,900 6,476,428
City of Chicago Illinois, GO:
Build America Bonds, Series B,
7.52%, 1/01/40 19,265 23,494,245
Taxable Project, Recovery Zone, Series D,
6.26%, 1/01/40 31,625 33,545,586
City of Chicago Illinois, Refunding ARB, O�Hare International Airport, General 3rd Lien,
Build America Bonds, Series B:
6.85%, 1/01/38 (a) 30,110 34,913,749
6.40%, 1/01/40 1,500 2,094,465
City of Chicago Illinois Wastewater Transmission, RB, Build America Bonds, Series B,
6.90%, 1/01/40 (a) 36,000 48,710,160
City of Chicago Illinois Waterworks Transmission, RB, Build America Bonds, 2nd Lien, Series
B,
6.74%, 11/01/40 15,250 20,826,773
County of Cook Illinois, GO, Build America Bonds, Series D, 6.23%, 11/15/34 (a) 19,900 23,189,868
Illinois Finance Authority, RB, Carle Foundation, Series A, 5.75%, 8/15/34 5,000 5,807,900
Illinois Municipal Electric Agency, RB, Build America Bonds, Series A, 7.29%, 2/01/35 15,000 19,191,600
Northern Illinois Municipal Power Agency, RB, Build America Bonds, Prairie State Project,
Series A,
7.82%, 1/01/40 5,000 6,439,500
State of Illinois, GO, Build America Bonds:
6.63%, 2/01/35 4,000 4,642,080
6.73%, 4/01/35 6,320 7,367,477
7.35%, 7/01/35 35,855 43,862,856

311,767,113
Indiana � 2.7%
Indiana Finance Authority, RB, Build America Bonds, Series B, 6.60%, 2/01/39 7,900 10,984,002

Municipal Bonds

Par  

(000) Value
Indiana (concluded)
Indiana Municipal Power Agency, RB, Build America Bonds, Direct Payment, Series A,
5.59%, 1/01/42 $ 22,290 $ 27,298,786

38,282,788
Kentucky � 1.6%
City of Wickliffe Kentucky, RB, MeadWestvaco Corp., 7.67%, 1/15/27 (b) 9,400 10,814,042

10,000 12,027,200
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Kentucky State Property & Building Commission, RB, Build America Bonds, Series C,
5.92%, 11/01/30

22,841,242
Maryland � 0.1%
Maryland Community Development Administration, RB, Residential, Series I, 6.50%, 3/01/43 935 974,822
Massachusetts � 1.5%
Commonwealth of Massachusetts, RB, Build America Bonds, Recovery Zone, Series A,
5.73%, 6/01/40 (a) 5,000 6,773,750
Massachusetts HFA, Refunding RB, Series D,
7.02%, 12/01/42 (a) 12,000 13,848,480

20,622,230
Michigan � 1.8%
Detroit City School District, GO, Build America Bonds (Q-SBLF), 6.85%, 5/01/40 (a) 10,000 10,775,100
Michigan State University, RB, Build America Bonds, General, Series A, 6.17%, 2/15/50 5,500 6,967,400
Michigan Tobacco Settlement Finance Authority, RB, Series A, 7.31%, 6/01/34 6,425 5,735,405
State of Michigan, RB, Build America Bonds,
Series B, 7.63%, 9/15/27 2,000 2,448,280

25,926,185
Minnesota � 1.2%
Southern Minnesota Municipal Power Agency, Refunding RB, Build America Bonds, Series A,
5.93%, 1/01/43 8,000 10,452,720
Western Minnesota Municipal Power Agency, RB, Build America Bonds, Series C,
6.77%, 1/01/46 5,000 6,876,800

17,329,520
Mississippi � 0.5%
Mississippi Development Bank, RB, Build America Bonds, Desoto County Highway
Construction Project, Series B, 6.41%, 1/01/40 5,000 6,522,150
Missouri � 1.8%
Missouri Joint Municipal Electric Utility Commission, RB, Build America Bonds, Plum Point
Project, Series A, 7.73%, 1/01/39 11,000 15,026,000
University of Missouri, RB, Build America Bonds, Series A, 5.79%, 11/01/41 (a) 7,000 9,917,950

24,943,950

See Notes to Financial Statements.
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Schedule of Investments (continued) (Percentages shown are based on Net Assets)

Municipal Bonds

Par  

(000) Value
Nevada � 1.0%
County of Clark Nevada, ARB, Build
America Bonds (a):
Series B, 6.88%, 7/01/42 $ 10,000 $ 11,746,600
Series C, 6.82%, 7/01/45 2,000 3,077,900

14,824,500
New Jersey � 14.3%
County of Camden New Jersey Improvement Authority, RB, Build America Bonds, Cooper
Medical School of Rowan University Project, Series A, 7.75%, 7/01/34 5,000 6,114,400
New Jersey EDA, RB (a):
Build America Bonds, Series CC-1,
6.43%, 12/15/35 15,000 17,211,150
Series A (NPFGC), 7.43%, 2/15/29 20,974 27,247,533
New Jersey State Housing & Mortgage Finance Agency, RB, M/F Housing, Series C (AGM),
6.65%, 11/01/44 19,800 22,894,740
New Jersey State Turnpike Authority, RB, Build America Bonds:
Series A, 7.10%, 1/01/41 34,000 51,569,500
Series F, 7.41%, 1/01/40 6,790 10,639,794
New Jersey Transportation Trust Fund Authority, RB, Build America Bonds:
Series B, 6.88%, 12/15/39 8,500 9,493,055
Series C, 5.75%, 12/15/28 5,000 5,897,550
Series C, 6.10%, 12/15/28 (a) 42,500 48,112,125
South Jersey Port Corp., RB, Build America Bonds, Marine Terminal, Series P-3, 7.37%, 1/01/40 3,215 3,835,077

203,014,924
New York � 15.5%
City of New York New York, GO, Build America Bonds, Sub-Series C-1, 5.82%, 10/01/31 15,000 17,562,300
City of New York New York Municipal Water Finance Authority, RB, Build America Bonds,
2nd General Resolution, Series DD,
6.45%, 6/15/41 6,300 7,457,688
City of New York New York Municipal Water Finance Authority, Refunding RB, Build America
Bonds, 2nd General Resolution:
Series AA, 5.79%, 6/15/41 (a) 25,000 28,611,250
Series CC, 6.28%, 6/15/42 (a) 20,000 23,628,800
Series EE, 6.49%, 6/15/42 2,000 2,368,100
Series GG, 6.12%, 6/15/42 2,445 2,834,611
City of New York New York Transitional Finance Authority, RB, Build America Bonds, Future
Tax Secured (a):
Sub-Series B-1, 5.57%, 11/01/38 19,000 24,971,130
Sub-Series C-2, 6.27%, 8/01/39 14,795 17,189,719
Metropolitan Transportation Authority, RB, Build America Bonds:
Series A, 6.67%, 11/15/39 2,220 3,145,762
Series C, 7.34%, 11/15/39 (a) 13,245 21,078,623
Series C-1, 6.69%, 11/15/40 13,000 18,434,650
Nassau County Tobacco Settlement Corp., Refunding RB, Series A1, 6.83%, 6/01/21 23,000 23,074,290
State of New York Dormitory Authority, RB, Build America Bonds, General Purpose, Series H,
5.39%, 3/15/40 (a) 15,000 19,328,400

Municipal Bonds

Par  

(000) Value
New York (concluded)
State of New York Dormitory Authority, Refunding RB, Touro College & University, Series B,
5.75%, 1/01/29 $ 10,300
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 CERTAIN PROVISIONS OF THE MARYLAND GENERAL CORPORATION LAW
AND OUR CHARTER AND BYLAWS

The following description of the terms of our stock and of certain provisions of Maryland law is only a summary. For a complete
description, we refer you to the MGCL, our charter and our bylaws. Copies of our charter and bylaws are incorporated by reference as exhibits
to the registration statement of which this prospectus is a part. See "Where You Can Find More Information."

Our Board of Directors

        Our bylaws and charter provide that the number of directors we have may be established by our board of directors but may not be more
than 15. Our charter and bylaws currently provide that except as may be provided by our board of directors in setting the terms of any class or
series of preferred stock, any vacancy on our board of directors for any reason other than an increase in the number of directors may be filled
only by a majority of the remaining directors, even if the remaining directors do not constitute a quorum. Any vacancy in the number of directors
created by an increase in the number of directors may be filled by a majority vote of the entire board of directors. Any individual elected to fill
such vacancy will serve until the next annual meeting of stockholders and until a successor is duly elected and qualifies.

        Pursuant to our charter, each of our directors is elected by our common stockholders to serve until the next annual meeting and until his or
her successor is duly elected and qualifies. Holders of shares of common stock will have no right to cumulative voting in the election of
directors. Consequently, at each annual meeting of stockholders, the holders of a majority of the shares of common stock entitled to vote will be
able to elect all of our directors.

Removal of Directors

        Our charter provides that subject to the rights of holders of one or more classes or series of preferred stock to elect or remove one or more
directors, a director may be removed but only with cause and then only by the affirmative vote of at least two-thirds of the votes of common
stockholders entitled to be cast generally in the election of directors. Cause means, with respect to any particular director, a conviction of a
felony or a final judgment of a court of competent jurisdiction holding that such director caused demonstrable, material harm to us through bad
faith or active and deliberate dishonesty. This provision, when coupled with the exclusive power of our board of directors to fill vacancies on our
board of directors, precludes stockholders from (1) removing incumbent directors except upon a substantial affirmative vote and with cause and
(2) filling the vacancies created by such removal with their own nominees.

Business Combinations

        Under the MGCL, certain "business combinations" (including a merger, consolidation, share exchange or, in certain circumstances, an asset
transfer or issuance or reclassification of equity securities) between a Maryland corporation and an interested stockholder (defined generally as
any person who beneficially owns, directly or indirectly, 10% or more of the voting power of the corporation's voting stock 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) or an affiliate of such an interested stockholder are prohibited for five years
after the most recent date on which the interested stockholder becomes an interested stockholder. Thereafter, any such business combination
must be recommended by the board of directors of such corporation and approved by the affirmative vote of at least (1) 80% of the votes entitled
to be cast by holders of outstanding voting shares of stock of the corporation and (2) two-thirds of the votes entitled to be cast by holders of
voting shares of stock of the corporation
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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, unless, among other conditions, the corporation's common stockholders receive a minimum
price (as defined in the MGCL) for their shares and the consideration is received in cash or in the same form as previously paid by the interested
stockholder for its shares. A person is not an interested stockholder under the statute if our board of directors approved in advance the
transaction by which the person otherwise would have become an interested stockholder. Our board of directors may provide that its approval is
subject to compliance with any terms and conditions determined by it.

        These provisions of the MGCL do not apply, however, to business combinations that are approved or exempted by a board of directors
prior to the time that the interested stockholder becomes an interested stockholder. Pursuant to the statute, our board of directors has by
resolution exempted business combinations between us and any person. Consequently, the five-year prohibition and the supermajority vote
requirements will not apply to business combinations between us and any person described above. As a result, any person described above may
be able to enter into business combinations with us that may not be in the best interest of our stockholders without compliance by our company
with the supermajority vote requirements and other provisions of the statute.

        Should our board of directors opt back into the statute or otherwise fail to approve a business combination, the business combination statute
may discourage others from trying to acquire control of us and increase the difficulty of consummating any offer.

Control Share Acquisitions

        The MGCL provides that "control shares" of a Maryland corporation acquired in a "control share acquisition" have no voting rights except
to the extent approved at a special meeting of stockholders by the affirmative vote of two-thirds of the votes entitled to be cast on the matter,
excluding shares of stock in a corporation in respect of which any of the following persons is entitled to exercise or direct the exercise of the
voting power of such shares in the election of directors: (1) a person who makes or proposes to make a control share acquisition; (2) an officer of
the corporation; or (3) an employee of the corporation who is also a director of the corporation. "Control shares" are voting shares of stock
which, if aggregated with all other such shares of stock previously acquired by the acquirer, or in respect of which the acquirer is able to exercise
or direct the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquirer to exercise voting power in
electing directors within one of the following ranges of voting power: (A) one-tenth or more but less than one-third; (B) one-third or more but
less than a majority; or (C) a majority or more of all voting power. Control shares do not include shares that the acquiring person is then entitled
to vote as a result of having previously obtained stockholder approval. A "control share acquisition" means the acquisition of control shares,
subject to certain exceptions.

        A person who has made or proposes to make a control share acquisition, upon satisfaction of certain conditions (including an undertaking to
pay expenses and making an "acquiring person statement" as described in the MGCL), may compel our board of directors to call a special
meeting of stockholders to be held within 50 days of demand to consider the voting rights of the shares. If no request for a meeting is made, the
corporation may itself present the question at any stockholders meeting.

        If voting rights are not approved at the meeting or if the acquiring person does not deliver an "acquiring person statement" as required by
the statute, then, subject to certain conditions and limitations, the corporation may redeem any or all of the control shares (except those for which
voting rights have previously been approved) for fair value determined, without regard to the absence of voting rights for the control shares, as
of the date of the last control share acquisition by the acquirer or of any meeting of stockholders at which the voting rights of such shares are
considered and not
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approved. If voting rights for control shares are approved at a stockholders meeting and the acquirer becomes entitled to vote a majority of the
shares entitled to vote, all other stockholders may exercise appraisal rights. The fair value of the shares as determined for purposes of such
appraisal rights may not be less than the highest price per share paid by the acquirer in the control share acquisition.

        The control share acquisition statute does not apply to (1) shares acquired in a merger, consolidation or share exchange if the corporation is
a party to the transaction or (2) acquisitions approved or exempted by the charter or bylaws of the corporation.

        Our bylaws contain a provision exempting from the control share acquisition statute any and all acquisitions by any person of our shares of
stock. There is no assurance that such provision will not be amended or eliminated at any time in the future.

Subtitle 8

        Subtitle 8 of Title 3 of the MGCL permits a Maryland corporation with a class of equity securities registered under the Exchange Act, and
at least three independent directors to elect to be subject, by provision in its charter or bylaws or a resolution of its board of directors and
notwithstanding any contrary provision in the charter or bylaws, to any or all of five provisions:

�
a classified board;

�
a two-thirds vote requirement for removing a director;

�
a requirement that the number of directors be fixed only by vote of the directors;

�
a requirement that a vacancy on its board be filled only by the remaining directors in office and for the remainder of the full
term of the class of directors in which the vacancy occurred; and

�
a majority requirement for the calling of a special meeting of stockholders.

        Through provisions in our charter and bylaws unrelated to Subtitle 8, we already (1) require the affirmative vote of the holders of not less
than two-thirds of all of the votes entitled to be cast on the matter for the removal of any director from our board, which removal will be allowed
only for cause, (2) vest in our board the exclusive power to fix the number of directorships and (3) require, unless called by our chairman of the
board, Chief Executive Officer or president or our board of directors, the written request of stockholders of not less than a majority of all votes
entitled to be cast at such a meeting to call a special meeting.

Meetings of Stockholders

        Pursuant to our bylaws, a meeting of our stockholders for the election of directors and the transaction of any business will be held annually
during the month of May on a date and at the time set by our board of directors. In addition, the chairman of our board of directors, Chief
Executive Officer, president or board of directors may call a special meeting of our stockholders. Subject to the provisions of our bylaws, a
special meeting of our stockholders will also be called by our Secretary upon the written request of the stockholders entitled to cast not less than
a majority of all the votes entitled to be cast at the meeting.

Amendment to Our Charter and Bylaws

        Except for amendments related to removal of directors (which must be declared advisable by our board of directors and approved by the
affirmative vote of the holders of not less than two-thirds of all the votes entitled to be cast on the matter), and amendments increasing and
decreasing the aggregate number of authorized shares of stock or the number of shares of stock of any class or series (which may be approved by
our board of directors without stockholder approval), our charter may be amended
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only if the amendment is declared advisable by our board of directors and approved by the affirmative vote of the holders of not less than a
majority of all of the votes entitled to be cast on the matter.

        Our board of directors has the exclusive power to adopt, alter or repeal any provision of our bylaws and to make new bylaws.

Dissolution of Our Company

        The dissolution of our company must be declared advisable by a majority of our entire board of directors and approved by the affirmative
vote of the holders of not less than a majority of all of the votes entitled to be cast on the matter.

Advance Notice of Director Nominations and New Business

        Our bylaws provide that, with respect to an annual meeting of stockholders, nominations of individuals for election to our board of directors
and the proposal of business to be considered by stockholders may be made only (1) pursuant to our notice of the meeting, (2) by or at the
direction of our board of directors or (3) by a stockholder who is a stockholder of record both at the time of giving the notice required by our
bylaws and at the time of the meeting, who is entitled to vote at the meeting and who has complied with the advance notice provisions set forth
in our bylaws.

        With respect to special meetings of stockholders, only the business specified in our notice of meeting may be brought before the meeting.
Nominations of individuals for election to our board of directors may be made only (1) pursuant to our notice of the meeting, (2) by or at the
direction of our board of directors or (3) provided that our board of directors has determined that directors will be elected at such meeting, by a
stockholder who is a stockholder of record both at the time of giving the notice required by our bylaws and at the time of the meeting, who is
entitled to vote at the meeting and who has complied with the advance notice provisions set forth in our bylaws.

Anti-takeover Effect of Certain Provisions of Maryland Law and of Our Charter and Bylaws

        Our charter and bylaws and Maryland law contain provisions that may delay, defer or prevent a change in control or other transaction that
might involve a premium price for our shares of common stock or otherwise be in the best interests of our stockholders, including business
combination provisions, restrictions on ownership and transfer of our stock and advance notice requirements for director nominations and
stockholder proposals. Likewise, if the provision in the bylaws opting out of the control share acquisition provisions of the MGCL were
rescinded or if we were to opt into the classified board or other provisions of Subtitle 8, these provisions of the MGCL could have similar
anti-takeover effects.

Indemnification and Limitation of Directors' and Officers' Liability

        Maryland law permits a Maryland corporation to include in its charter a provision limiting the liability of its directors and officers to the
corporation and its stockholders for money damages except for liability resulting from actual receipt of an improper benefit or profit in money,
property or services or active and deliberate dishonesty established by a final judgment as being material to the cause of action. Our charter
contains such a provision that eliminates such liability to the maximum extent permitted by Maryland law.

        The MGCL requires a corporation (unless its charter provides otherwise, which our charter does not) to indemnify a director or officer who
has been successful, on the merits or otherwise, in the defense of any proceeding to which he is made or threatened to be made a party by reason
of his service in that capacity. The MGCL permits a corporation to indemnify its present and former directors and officers, among others, against
judgments, penalties, fines, settlements and reasonable expenses
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actually incurred by them in connection with any proceeding to which they may be made or threatened to be made a party by reason of their
service in those or other capacities unless it is established that:

�
the act or omission of the director or officer was material to the matter giving rise to the proceeding and (1) was committed
in bad faith or (2) was the result of active and deliberate dishonesty;

�
the director or officer actually received an improper personal benefit in money, property or services; or

�
in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was
unlawful.

        However, under the MGCL, a Maryland corporation may not indemnify a director or officer in a suit by or in the right of the corporation in
which the director or officer was adjudged liable on the basis that personal benefit was improperly received. A court may order indemnification
if it determines that the director or officer is fairly and reasonably entitled to indemnification, even though the director or officer did not meet the
prescribed standard of conduct or was adjudged liable on the basis that personal benefit was improperly received. However, indemnification for
an adverse judgment in a suit by us or in our right, or for a judgment of liability on the basis that personal benefit was improperly received, is
limited to expenses.

        In addition, the MGCL permits a corporation to advance reasonable expenses to a director or officer upon the corporation's receipt of:

�
a written affirmation by the director or officer of his or her good faith belief that he or she has met the standard of conduct
necessary for indemnification by the corporation; and

�
a written undertaking by the director or officer or on the director's or officer's behalf to repay the amount paid or reimbursed
by the corporation if it is ultimately determined that the director or officer did not meet the standard of conduct.

        Our charter authorizes us to obligate ourselves and our bylaws obligate us, to the fullest extent permitted by Maryland law in effect from
time to time, to indemnify and, without requiring a preliminary determination of the ultimate entitlement to indemnification, pay or reimburse
reasonable expenses in advance of final disposition of a proceeding to:

�
any present or former director or officer who is made or threatened to be made a party to the proceeding by reason of his or
her service in that capacity; or

�
any individual who, while a director or officer of our company and at our request, serves or has served another corporation,
REIT, partnership, joint venture, trust, employee benefit plan or any other enterprise as a director, officer, partner or trustee
of such corporation, REIT, partnership, joint venture, trust, employee benefit plan or other enterprise and who is made or
threatened to be made a party to the proceeding by reason of his or her service in that capacity.

        Our charter and bylaws also permit us to indemnify and advance expenses to any person who served a predecessor of ours in any of the
capacities described above and to any personnel or agent of our company or a predecessor of our company.

        In addition, we have entered into indemnification agreements with each of our directors and executive officers that provide for
indemnification to the maximum extent permitted by Maryland law.

        Insofar as the foregoing provisions permit indemnification of directors, officers or persons controlling us for liability arising under the
Securities Act, we have been informed that, in the opinion of the SEC, this indemnification is against public policy as expressed in the Securities
Act and is therefore unenforceable.
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REIT Qualification

        Our charter provides that our board of directors may revoke or otherwise terminate our REIT election, without approval of our
stockholders, if it determines that it is no longer in our best interests to continue to qualify as a REIT.
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 U.S. FEDERAL INCOME TAX CONSIDERATIONS

General

        The following is a summary of the material United States federal income tax consequences of an investment in stock of Starwood Property
Trust, Inc. In addition, the U.S. federal income tax consequences of an investment in debt securities or the acquisition, ownership, disposition
and exercise of the warrants will be described in the related prospectus supplement. For purposes of this section under the caption "U.S. Federal
Income Tax Considerations," references to "Starwood Property Trust, Inc.," "we," "our" and "us" mean only Starwood Property Trust, Inc. and
not its subsidiaries or other lower-tier entities, except as otherwise indicated. This summary is based upon the Internal Revenue Code, the
regulations promulgated by the U.S. Treasury Department, rulings and other administrative pronouncements issued by the IRS, and judicial
decisions, all as currently in effect, and all of which are subject to differing interpretations or to change, possibly with retroactive effect. No
assurance can be given that the IRS would not assert, or that a court would not sustain, a position contrary to any of the tax consequences
described below. We have not sought and will not seek an advance ruling from the IRS regarding any matter discussed herein. The summary is
also based upon the assumption that we will operate Starwood Property Trust, Inc. and its subsidiaries and affiliated entities in accordance with
their applicable organizational documents or partnership agreements. This summary is for general information only and is not tax advice. It does
not purport to discuss all aspects of U.S. federal income taxation that may be important to a particular investor in light of its investment or tax
circumstances, or to investors subject to special tax rules, such as:

�
financial institutions;

�
insurance companies;

�
broker-dealers;

�
regulated investment companies;

�
partnerships and trusts;

�
persons who hold our stock on behalf of other persons as nominees;

�
persons who receive our stock through the exercise of employee stock options or otherwise as compensation;

�
persons holding our stock as part of a "straddle," "hedge," "conversion transaction," "synthetic security" or other integrated
investment; and

�
except to the extent discussed below, tax-exempt organizations and foreign investors.

        If a partnership, including for this purpose any entity that is treated as a partnership for U.S. federal income tax purposes, holds our shares
of stock, the tax treatment of a partner in the partnership will generally depend upon the status of the partner and the activities of the partnership.
An investor that is a partnership and the partners in such partnership should consult their tax advisors about the U.S. federal income tax
consequences of the acquisition, ownership and disposition of our stock.

        This summary assumes that investors will hold their stock as a capital asset, which generally means as property held for investment.

The U.S. federal income tax treatment of holders of our stock depends in some instances on determinations of fact and
interpretations of complex provisions of U.S. federal income tax law for which no clear precedent or authority may be available. In
addition, the tax consequences to any particular stockholder of holding our stock will depend on the stockholder's particular tax
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interest to certain types of tax exempt organizations may be subject to a special entity-level tax if we make distributions attributable to
"excess inclusion income." See "Taxation of Starwood Property Trust, Inc.�Taxable Mortgage Pools and Excess Inclusion Income"
below. A similar tax may be payable by persons who hold our stock as nominees on behalf of tax exempt organizations. You are urged to
consult your tax advisor regarding the U.S. federal, state, local, and foreign income and other tax consequences to you in light of your
particular investment or tax circumstances of acquiring, holding, exchanging, or otherwise disposing of our stock.

Taxation of Starwood Property Trust, Inc.

        We have elected to be taxed as a REIT for U.S. federal income tax purposes commencing with our initial taxable year ended December 31,
2009. We believe that we have been organized, and operated and expect to continue to operate in such a manner as to remain qualified for
taxation as a REIT.

        In connection with the filing of this prospectus, we expect to receive an opinion of Sidley Austin LLP ("Tax Counsel") to the effect that,
commencing with our initial taxable year ended December 31, 2009, we have been organized and operated in conformity with the requirements
for qualification and taxation as a REIT under the Internal Revenue Code, and that our proposed method of operation will enable us to continue
to meet the requirements for qualification and taxation as a REIT. It must be emphasized that the opinion of Tax Counsel will be based on
various assumptions relating to our organization and operation, and will be conditioned upon fact-based representations and covenants made by
our management regarding our organization, assets, and income, and the past, present and future conduct of our business operations. While we
intend to operate so that we will qualify as a REIT, given the highly complex nature of the rules governing REITs, the ongoing importance of
factual determinations, and the possibility of future changes in our circumstances, no assurance can be given by Tax Counsel or by us that we
will qualify as a REIT for any particular year. The opinion will be expressed as of the date issued. Tax Counsel will have no obligation to advise
us or our stockholders of any subsequent change in the matters stated, represented or assumed, or of any subsequent change in the applicable
law. You should be aware that opinions of counsel are not binding on the IRS, and no assurance can be given that the IRS will not challenge the
conclusions set forth in such opinions.

        Qualification and taxation as a REIT depends on our ability to meet on a continuing basis, through actual operating results, distribution
levels, and diversity of stock and asset ownership, various qualification requirements imposed upon REITs by the Internal Revenue Code, the
compliance with which will not be monitored or reviewed on a continuing basis by Tax Counsel. Our ability to qualify as a REIT also requires
that we satisfy certain asset tests, some of which depend upon the fair market values of assets that we own directly or indirectly. Such values
may not be susceptible to a precise determination. Accordingly, no assurance can be given that the actual results of our operations for any
taxable year will satisfy such requirements for qualification and taxation as a REIT.

Taxation of REITs in General

        As indicated above, our qualification and taxation as a REIT depends upon our ability to meet, on a continuing basis, various qualification
requirements imposed upon REITs by the Internal Revenue Code. The material qualification requirements are summarized below under
"�Requirements for Qualification�General." While we intend to operate so that we qualify as a REIT, no assurance can be given that the IRS will
not challenge our qualification, or that we will be able to operate in accordance with the REIT requirements in the future. See "�Failure to
Qualify."

        Provided that we qualify as a REIT, we will generally be entitled to a deduction for dividends that we pay and therefore will not be subject
to U.S. federal corporate income tax on our taxable income that is currently distributed to our stockholders. This treatment substantially
eliminates the "double
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taxation" at the corporate and stockholder levels that generally results from investment in a corporation. In general, the income that we generate
is taxed only at the stockholder level upon a distribution of dividends to our stockholders.

        Under current law, most domestic stockholders that are individuals, trusts or estates are taxed on corporate dividends at a maximum rate of
20% (the same as long-term capital gains). With limited exceptions, however, dividends from us or from other entities that are taxed as REITs
are generally not eligible for this rate and will continue to be subject to tax at rates applicable to ordinary income. See "Taxation of
Stockholders�Taxation of Taxable Domestic Stockholders�Distributions."

        Any net operating losses, foreign tax credits and other tax attributes generally do not pass through to our stockholders, subject to special
rules for certain items such as the capital gains that we recognize. See "Taxation of Stockholders."

        If we qualify as a REIT, we will nonetheless be subject to U.S. federal tax in the following circumstances:

�
We will be taxed at regular corporate rates on any undistributed REIT taxable income, including undistributed net capital
gains.

�
We may be subject to the "alternative minimum tax" on our items of tax preference, including the limitation on deductions
of any net operating losses.

�
If we have net income from prohibited transactions, which are, in general, sales or other dispositions of inventory or property
held primarily for sale to customers in the ordinary course of business, other than foreclosure property, such income will be
subject to a 100% tax. See "�Prohibited Transactions", and "�Foreclosure Property", below.

�
If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan or certain leasehold
terminations as "foreclosure property", we may thereby avoid the 100% tax on gain from a resale of that property (if the sale
would otherwise constitute a prohibited transaction), but the income from the sale or operation of the property may be
subject to corporate income tax at the highest applicable rate (currently 35%).

�
If we derive "excess inclusion income" from an interest in certain mortgage loan securitization structures (i.e., from a taxable
mortgage pool ("TMP") or a residual interest in a real estate mortgage investment conduit, or "REMIC"), we could be
subject to corporate level U.S. federal income tax currently at a 35% rate to the extent that such income is allocable to
specified types of tax-exempt stockholders known as "disqualified organizations" that are not subject to unrelated business
income tax. Similar rules will apply if we own an equity interest in a TMP through a subsidiary REIT of our operating
partnership. To the extent that we own a REMIC residual interest or a TMP through a taxable REIT subsidiary ("TRS"), we
will not be subject to this tax directly, but will indirectly bear such tax economically as the shareholder of such a TRS. See
"�Taxable Mortgage Pools and Excess Inclusion Income" below.

�
If we fail to satisfy the 75% gross income test or the 95% gross income test, as discussed below, but nonetheless maintain
our qualification as a REIT because we satisfy other requirements, we will be subject to a 100% tax on an amount based on
the magnitude of the failure, as adjusted to reflect the profit margin associated with our gross income.

�
If we violate the asset tests (other than certain de minimis violations) or other requirements applicable to REITs, as described
below, and yet maintain our qualification as a REIT because there is reasonable cause for the failure and other applicable
requirements are met, we may be subject to a penalty tax. In that case, the amount of the penalty tax will be at least $50,000
per failure, and, in the case of certain asset test failures, will be determined as the amount of net
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income generated by the assets in question multiplied by the highest corporate tax rate (currently 35%) if that amount
exceeds $50,000 per failure.

�
If we fail to distribute during each calendar year at least the sum of (a) 85% of our REIT ordinary income for such year,
(b) 95% of our REIT capital gain net income for such year, and (c) any undistributed taxable income from prior periods, we
would be subject to a non-deductible 4% excise tax on the excess of the required distribution over the sum of (i) the amounts
that we actually distributed, and (ii) the amounts we retained and upon which we paid income tax at the corporate level.

�
We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail to meet record
keeping requirements intended to monitor our compliance with rules relating to the composition of a REIT's stockholders, as
described below in "�Requirements for Qualification�General."

�
A 100% tax may be imposed on transactions between us and a TRS (as defined below) that do not reflect arm's length terms.

�
If we acquire appreciated assets from a corporation that is not a REIT (i.e., a corporation taxable under subchapter C of the
Internal Revenue Code) in a transaction in which the adjusted tax basis of the assets in our hands is determined by reference
to the adjusted tax basis of the assets in the hands of the subchapter C corporation, we may be subject to tax on such
appreciation at the highest corporate income tax rate then applicable if we subsequently recognize gain on a disposition of
any such assets during the five-year period following their acquisition from the subchapter C corporation.

�
The earnings of any subsidiaries that are subchapter C corporations, including any TRSs (as defined below), are subject to
U.S. federal corporate income tax.

        In addition, we and our subsidiaries may be subject to a variety of taxes, including payroll taxes and state, local, and foreign income,
property and other taxes on our assets and operations. We could also be subject to tax in situations and on transactions not presently
contemplated.

Requirements for Qualification�General

        The Internal Revenue Code defines a REIT as a corporation, trust or association:

        (1)   that is managed by one or more trustees or directors;

        (2)   the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of beneficial interest;

        (3)   that would be taxable as a domestic corporation but for the special Internal Revenue Code provisions applicable to REITs;

        (4)   that is neither a financial institution nor an insurance company subject to specific provisions of the Internal Revenue Code;

        (5)   the beneficial ownership of which is held by 100 or more persons;

        (6)   in which, during the last half of each taxable year, not more than 50% in value of the outstanding stock is owned, directly or indirectly,
by five or fewer "individuals" (as defined in the Internal Revenue Code to include specified tax-exempt entities); and

        (7)   that meets other tests described below, including with respect to the nature of its income and assets.
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        The Internal Revenue Code provides that conditions (1) through (4) must be met during the entire taxable year, and that condition (5) must
be met during at least 335 days of a taxable year of 12 months, or during a proportionate part of a shorter taxable year. Conditions (5) and
(6) need not be met during a corporation's initial tax year as a REIT (which, in our case, was 2009). Our charter provides restrictions regarding
the ownership and transfers of our stock, which are intended to assist us in satisfying the stock ownership requirements described in
conditions (5) and (6) above.

        To monitor compliance with the stock ownership requirements, we generally are required to maintain records regarding the actual
ownership of our stock. To do so, we must demand written statements each year from the record holders of significant percentages of our stock
pursuant to which the record holders must disclose the actual owners of the stock (that is, the persons required to include our dividends in their
gross income). We must maintain a list of those persons failing or refusing to comply with this demand as part of our records. We could be
subject to monetary penalties if we fail to comply with these record keeping requirements. If you fail or refuse to comply with the demands, you
will be required by Treasury regulations to submit a statement with your tax return disclosing the actual ownership of our stock and other
information.

        In addition, a corporation generally may not elect to become a REIT unless its taxable year is the calendar year. We have adopted
December 31 as our year end, and thereby satisfy this requirement.

        The Internal Revenue Code provides relief from violations of the REIT gross income requirements, as described below under "�Income
Tests," in cases where a violation is due to reasonable cause and not to willful neglect, and other requirements are met, including the payment of
a penalty tax that is based upon the magnitude of the violation. In addition, certain provisions of the Internal Revenue Code extend similar relief
in the case of certain violations of the REIT asset requirements (see "�Asset Tests" below) and other REIT requirements, again provided that the
violation is due to reasonable cause and not willful neglect, and other conditions are met, including the payment of a penalty tax. If we fail to
satisfy any of the various REIT requirements, there can be no assurance that these relief provisions would be available to enable us to maintain
our qualification as a REIT, and, if such relief provisions are available, the amount of any resultant penalty tax could be substantial.

Effect of Subsidiary Entities

        Ownership of Partnership Interests.    If we are a partner in an entity that is treated as a partnership for U.S. federal income tax purposes,
Treasury regulations provide that we are deemed to own our proportionate share of the partnership's assets, and to earn our proportionate share
of the partnership's income, for purposes of the asset and gross income tests applicable to REITs. Our proportionate share of a partnership's
assets and income is based on our capital interest in the partnership (except that for purposes of the 10% asset test, our proportionate share of the
partnership's assets is based on our proportionate interest in the equity and certain debt securities issued by the partnership). In addition, the
assets and gross income of the partnership are deemed to retain the same character in our hands. Thus, our proportionate share of the assets and
items of income of any of our subsidiary partnerships will be treated as our assets and items of income for purposes of applying the REIT
requirements.

        Disregarded Subsidiaries.    If we own a corporate subsidiary that is a "qualified REIT subsidiary," that subsidiary is generally disregarded
for U.S. federal income tax purposes, and all of the subsidiary's assets, liabilities and items of income, deduction and credit are treated as our
assets, liabilities and items of income, deduction and credit, including for purposes of the gross income and asset tests applicable to REITs. A
qualified REIT subsidiary is any corporation, other than a TRS (as described below) that is wholly-owned by a REIT, or by other disregarded
subsidiaries, or by a combination of the two. Other entities that are wholly-owned by us, including single member limited liability companies
that have not elected to be taxed as corporations for U.S. federal income tax purposes, are also
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generally disregarded as separate entities for U.S. federal income tax purposes, including for purposes of the REIT income and asset tests.
Disregarded subsidiaries, along with any partnerships in which we hold an equity interest, are sometimes referred to herein as "pass-through
subsidiaries."

        In the event that a disregarded subsidiary of ours ceases to be wholly-owned�for example, if any equity interest in the subsidiary is acquired
by a person other than us or another disregarded subsidiary of ours�or is classified as a TRS, the subsidiary's separate existence would no longer
be disregarded for U.S. federal income tax purposes. Instead, the subsidiary would have multiple owners and would be treated as either a
partnership or a taxable corporation. Such an event could, depending on the circumstances, adversely affect our ability to satisfy the various
asset and gross income requirements applicable to REITs, including the requirement that REITs generally may not own, directly or indirectly,
more than 10% of the securities of another corporation unless it is a TRS or a qualified REIT subsidiary. See "�Asset Tests" and "�Income Tests."

        Taxable Subsidiaries.    In general, we may jointly elect with a subsidiary corporation, whether or not wholly-owned, to treat such
subsidiary corporation as a TRS. We generally may not own more than 10% of the securities of a taxable corporation, as measured by voting
power or value, unless we and such corporation elect to treat such corporation as a TRS. The separate existence of a TRS or other taxable
corporation is not ignored for U.S. federal income tax purposes. Accordingly, a TRS or other taxable corporation generally would be subject to
corporate income tax on its earnings, which may reduce the cash flow that we and our subsidiaries generate in the aggregate, and may reduce our
ability to make distributions to our stockholders.

        We are not treated as holding the assets of a TRS or other taxable subsidiary corporation or as receiving any income that the subsidiary
earns. Rather, the stock issued by a taxable subsidiary to us is an asset in our hands, and we treat the dividends paid to us from such taxable
subsidiary, if any, as income. This treatment can affect our income and asset test calculations, as described below. Because we do not include the
assets and income of TRSs or other taxable subsidiary corporations in determining our compliance with the REIT requirements, we may use
such entities to undertake indirectly activities that the REIT rules might otherwise preclude us from doing directly or through pass-through
subsidiaries. For example, we may use TRSs or other taxable subsidiary corporations to conduct activities that give rise to certain categories of
income such as management fees or to conduct activities that, if conducted by us directly, could be treated in our hands as prohibited
transactions.

        The "earnings stripping" rules of Section 163(j) of the Internal Revenue Code limit the deductibility of interest paid or accrued by a TRS to
its parent REIT to assure that the TRS is subject to an appropriate level of corporate taxation. Accordingly, if we lend money to a TRS, the TRS
may be unable to deduct all or a part of the interest paid on that loan, and the lack of an interest deduction could result in a material increase in
the amount of tax paid by the TRS. Further, the TRS rules impose a 100% excise tax on transactions between a TRS and its parent REIT or the
REIT's tenants that are not conducted on an arm's-length basis, such as any redetermined rents, redetermined deductions, excess interest or
redetermined TRS service income. In general, redetermined rents are rents from real property that are overstated as a result of any services
furnished to any of our tenants by a TRS of ours, redetermined deductions and excess interest represent any amounts that are deducted by a TRS
of ours for amounts paid to us that are in excess of the amounts that would have been deducted based on arm's length negotiations, and
redetermined TRS service income is income of a TRS that is understated as a result of services provided to us or on our behalf. Rents we receive
will not constitute redetermined rents if they qualify for certain safe harbor provisions contained in the Internal Revenue Code. We intend to
scrutinize all of our transactions with our TRSs and to conduct such transactions on an arm's-length basis; however we cannot assure you that we
will be successful in avoiding this excise tax.
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        We may hold a significant amount of assets in one or more TRSs, subject to the limitation that securities in TRSs may not represent more
than 25% (20% for taxable years beginning after December 31, 2017) of our assets. In general, we intend that loans or properties that we
originate or purchase with an intention of selling in a manner that might expose us to a 100% tax on "prohibited transactions" will be originated
or sold by a TRS. The TRS through which any such sales of loans are made may be treated as a dealer for U.S. federal income tax purposes. As
a dealer, the TRS would in general mark all the loans it holds on the last day of each taxable year to their market value, and would recognize
ordinary income or loss on such loans with respect to such taxable year as if they had been sold for that value on that day. In addition, the TRS
may further elect to be subject to the mark-to-market regime described above in the event that the TRS is properly classified as a "trader" as
opposed to a "dealer" for U.S. federal income tax purposes.

Income Tests

        In order to qualify as a REIT, we must satisfy two gross income requirements on an annual basis. First, at least 75% of our gross income for
each taxable year, excluding gross income from sales of inventory or dealer property in "prohibited transactions" and certain hedging
transactions, generally must be derived from investments relating to real property or mortgages on real property, including interest income
derived from mortgage loans secured by real property (including certain types of mortgage-backed securities ("MBS")), "rents from real
property," dividends received from other REITs, and gains from the sale of real estate assets, as well as specified income from temporary
investments. Second, at least 95% of our gross income in each taxable year, excluding gross income from prohibited transactions and certain
hedging transactions, must be derived from some combination of income that qualifies under the 75% gross income test described above, as well
as other dividends, interest, and gain from the sale or disposition of stock or securities, which need not have any relation to real property. Income
and gain from certain hedging transactions will be excluded from both the numerator and the denominator for purposes of both the 75% and
95% gross income tests. See "�Derivatives and Hedging Transactions."

        Interest income constitutes qualifying mortgage interest for purposes of the 75% gross income test (as described above) to the extent that
the obligation upon which such interest is paid is secured by a mortgage on real property. If we receive interest income with respect to a
mortgage loan that is secured by both real property and other property, and the highest principal amount of the loan outstanding during a taxable
year exceeds the fair market value of the real property on the date that we acquired or originated the mortgage loan, the interest income will be
apportioned between the real property and the other collateral, and our income from the arrangement will qualify for purposes of the 75% gross
income test only to the extent that the interest is allocable to the real property. Even if a loan is not secured by real property, or is undersecured,
the income that it generates may nonetheless qualify for purposes of the 95% gross income test.

        To the extent that the terms of a loan provide for contingent interest that is based on the cash proceeds realized upon the sale of the property
securing the loan (a "shared appreciation provision"), income attributable to the participation feature will be treated as gain from sale of the
underlying property, which generally will be qualifying income for purposes of both the 75% and 95% gross income tests provided that the
property is not held as inventory or dealer property. To the extent that we derive interest income from a mortgage loan, or income from the rental
of real property where all or a portion of the amount of interest or rental income payable is contingent, such income generally will qualify for
purposes of the gross income tests only if it is based upon the gross receipts or sales, and not the net income or profits, of the borrower or lessee.
This limitation does not apply, however, where the borrower or lessee leases substantially all of its interest in the property to tenants or
subtenants, to the extent that the rental income derived by the borrower or lessee, as the case may be, would qualify as rents from real property
had we earned the income directly.
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        We intend to invest in CMBS, RMBS, and agency securities that are either pass-through certificates or collateralized mortgage obligations
as well as mortgage loans and mezzanine loans. We expect that the CMBS, RMBS, and agency securities will be treated either as interests in a
grantor trust or as interests in a REMIC for U.S. federal income tax purposes and that all interest income from our CMBS, RMBS, and agency
securities will be qualifying income for the 95% gross income test. In certain circumstances, payments we receive with respect to CMBS that we
own may be made by certain affiliated entities pursuant to credit enhancement provided by those entities. We believe that any such payments
constituting gross income to us will be qualifying income for purposes of the 75% and 95% gross income tests, but there can be no assurance
that the IRS will agree with that characterization of such payments. In the case of MBS treated as interests in grantor trusts, we will be treated as
owning an undivided beneficial ownership interest in the mortgage loans held by the grantor trust. The interest on such mortgage loans will be
qualifying income for purposes of the 75% gross income test to the extent that such loans are secured by real property, as discussed above. In the
case of CMBS, RMBS, or agency securities treated as interests in a REMIC, income derived from REMIC interests will generally be treated as
qualifying income for purposes of the 75% and 95% gross income tests. If less than 95% of the assets of the REMIC are real estate assets,
however, then only a proportionate part of our interest in the REMIC and income derived from the interest will qualify for purposes of the 75%
gross income test. In addition, some REMIC regular interests are benefitted by interest swap or cap contracts or other derivative instruments that
could produce some non-qualifying income for the holder of the REMIC regular interests. We expect that substantially all of our income from
mortgage related securities will be qualifying income for purposes of the REIT gross income tests.

        We and our subsidiaries may invest in mezzanine loans, which are loans secured by equity interests in an entity that directly or indirectly
owns real property, rather than by a direct mortgage of the real property. The IRS has issued Revenue Procedure 2003-65, which provides a safe
harbor applicable to mezzanine loans. Under the Revenue Procedure, if a mezzanine loan meets each of the requirements contained in the
Revenue Procedure, (1) the mezzanine loan will be treated by the IRS as a real estate asset for purposes of the asset tests described below, and
(2) interest derived from the mezzanine loan will be treated as qualifying mortgage interest for purposes of the 75% income test. Although the
Revenue Procedure provides a safe harbor on which taxpayers may rely, it does not prescribe rules of substantive tax law. We intend to structure
any investments in mezzanine loans in a manner that complies with the various requirements applicable to our qualification as a REIT. To the
extent that any of our mezzanine loans do not meet all of the requirements for reliance on the safe harbor set forth in the Revenue Procedure,
however, there can be no assurance that the IRS will not challenge the tax treatment of these loans.

        See below under "�Asset Tests" for a discussion of the effect of our investment in CMBS or RMBS on our qualification as a REIT.

        We may hold certain participation interests, including B Notes, in mortgage loans and mezzanine loans. Such interests in an underlying
loan are created by virtue of a participation or similar agreement to which the originator of the loan is a party, along with one or more
participants. The borrower on the underlying loan is typically not a party to the participation agreement. The performance of this investment
depends upon the performance of the underlying loan, and if the underlying borrower defaults, the participant typically has no recourse against
the originator of the loan. The originator often retains a senior position in the underlying loan, and grants junior participations which absorb
losses first in the event of a default by the borrower. We believe that our participation interests will qualify as real estate assets for purposes of
the REIT asset tests described below, and that the interest that we will derive from such investments will be treated as qualifying mortgage
interest for purposes of the 75% income test. The appropriate treatment of participation interests for U.S. federal income tax purposes is not
entirely certain, however, and no assurance can be given that the IRS will not challenge our treatment of our participation interests. In the event
of a determination that such participation
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interests do not qualify as real estate assets, or that the income that we will derive from such participation interests does not qualify as mortgage
interest for purposes of the REIT asset and income tests, we could be subject to a penalty tax, or could fail to qualify as a REIT. See "�Taxation of
REITs in General," "�Requirements for Qualification�General," "�Asset Tests" and "�Failure to Qualify."

        We may invest in construction loans, the interest from which will be qualifying income for purposes of the REIT income tests, provided
that the loan value of the real property securing the construction loan is equal to or greater than the highest outstanding principal amount of the
construction loan during any taxable year, and other requirements are met. For purposes of construction loans, the loan value of the real property
is the fair market value of the land plus the reasonably estimated cost of the improvements or developments (other than personal property) that
will secure the loan and that are to be constructed from the proceeds of the loan.

        Rents received by us, if any, will qualify as "rents from real property" in satisfying the gross income requirements described above only if
several conditions are met. If rent is partly attributable to personal property leased in connection with a lease of real property, the portion of the
rent that is attributable to the personal property will not qualify as "rents from real property" unless it constitutes 15% or less of the total rent
received under the lease. In addition, the amount of rent must not be based in whole or in part on the income or profits of any person. Amounts
received as rent, however, generally will not be excluded from rents from real property solely by reason of being based on fixed percentages of
gross receipts or sales. Moreover, for rents received to qualify as "rents from real property," we generally must not operate or manage the
property or furnish or render services to the tenants of such property, other than through an "independent contractor" from which we derive no
revenue. We are permitted, however, to perform services that are "usually or customarily rendered" in connection with the rental of space for
occupancy only and which are not otherwise considered rendered to the occupant of the property. In addition, we may directly or indirectly
provide non-customary services to tenants of our properties without disqualifying all of the rent from the property if the payments for such
services do not exceed 1% of the total gross income from the property. For purposes of this test, we are deemed to have received income from
such non-customary services in an amount at least 150% of the direct cost of providing the services. Moreover, we are generally permitted to
provide services to tenants or others through a TRS without disqualifying the rental income received from tenants for purposes of the income
tests. Also, rental income will qualify as rents from real property only to the extent that we do not directly or constructively hold a 10% or
greater interest, as measured by vote or value, in the lessee's equity.

        We may provide limited services to residents at residential properties we own. We intend that services with respect to properties that will be
provided by us directly will be usually or customarily rendered in connection with the rental of space for occupancy only and will not be
otherwise rendered to particular tenants or, if considered impermissible tenant services, income from the provision of such services will be
received by an independent contractor from which we do not receive or derive any income.

        We may directly or indirectly receive distributions from TRSs or other corporations that are not REITs or qualified REIT subsidiaries.
These distributions generally are treated as dividend income to the extent of the earnings and profits of the distributing corporation. Such
distributions will generally constitute qualifying income for purposes of the 95% gross income test, but not for purposes of the 75% gross
income test. Any dividends that we receive from a REIT, however, will be qualifying income for purposes of both the 95% and 75% gross
income tests.

        Fees will generally be qualifying income for purposes of both the 75% and 95% gross income tests if they are received in consideration for
entering into agreements to make loans secured by real property and the fees are not determined by income and profits. Other fees generally will
not be qualifying income for purposes of either gross income test and will not be favorably counted for
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purposes of either gross income test. Any fees earned by a TRS will not be included for purposes of the gross income tests.

        Any income or gain that we or our pass-through subsidiaries derive from instruments that hedge certain risks, such as the risk of changes in
interest rates, will be excluded from gross income for purposes of the 75% and 95% gross income tests, provided that specified requirements are
met, including the requirement that the instrument is entered into during the ordinary course of our business, the instrument hedges risks
associated with indebtedness issued by us or our pass-through subsidiary that is incurred to acquire or carry "real estate assets" (as described
below under "�Asset Tests"), and the instrument is properly identified as a hedge along with the risk that it hedges within prescribed time periods.
Income and gain from all other hedging transactions will not be qualifying income for either the 95% or 75% gross income test. See "�Derivatives
and Hedging Transactions."

        Certain foreign currency gains are excluded from gross income for purposes of one or both of the gross income tests. "Real estate foreign
exchange gain" will be excluded from gross income for purposes of the 75% gross income test. Real estate foreign exchange gain generally
includes foreign currency gain attributable to any item of income or gain that is qualifying income for purposes of the 75% gross income test,
foreign currency gain attributable to the acquisition or ownership of (or becoming or being the obligor under) obligations secured by mortgages
on real property or on interest in real property and certain foreign currency gain attributable to certain "qualified business units" of a REIT.
"Passive foreign exchange gain" will be excluded from gross income for purposes of the 95% gross income test. Passive foreign exchange gain
generally includes real estate foreign exchange gain as described above, and also includes foreign currency gain attributable to any item of
income or gain that is qualifying income for purposes of the 95% gross income test and foreign currency gain attributable to the acquisition or
ownership of (or becoming or being the obligor under) obligations. Because passive foreign exchange gain includes real estate foreign exchange
gain, real estate foreign exchange gain is excluded from gross income for purposes of both the 75% and 95% gross income test. These
exclusions for real estate foreign exchange gain and passive foreign exchange gain do not apply to foreign currency gain derived from dealing,
or engaging in substantial and regular trading, in securities. Such gain is treated as non-qualifying income for purposes of both the 75% and 95%
gross income tests.

        If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may still qualify as a REIT for such year if
we are entitled to relief under applicable provisions of the Internal Revenue Code. These relief provisions will be generally available if (1) our
failure to meet these tests was due to reasonable cause and not due to willful neglect and (2) following our identification of the failure to meet
the 75% or 95% gross income test for any taxable year, we file a schedule with the IRS setting forth each item of our gross income for purposes
of the 75% or 95% gross income test for such taxable year in accordance with Treasury regulations yet to be issued. It is not possible to state
whether we would be entitled to the benefit of these relief provisions in all circumstances. If these relief provisions are inapplicable to a
particular set of circumstances, we will not qualify as a REIT. As discussed above under "�Taxation of REITs in General," even where these
relief provisions apply, the Internal Revenue Code imposes a tax based upon the amount by which we fail to satisfy the particular gross income
test.

        Under The Housing and Economic Recovery Tax Act of 2008, the Secretary of the Treasury has been given broad authority to determine
whether particular items of gain or income recognized after July 30, 2008, qualify or not under the 75% and 95% gross income tests, or are to be
excluded from the measure of gross income for such purposes.
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Timing Differences Between Receipt of Cash and Recognition of Income

        Due to the nature of the assets in which we will invest, we may be required to recognize taxable income from those assets in advance of our
receipt of cash flow on or proceeds from disposition of such assets, and may be required to report taxable income in early periods that exceeds
the economic income ultimately realized on such assets.

        We may acquire debt instruments in the secondary market for less than their face amount. The discount at which such debt instruments are
acquired may reflect doubts about their ultimate collectibility rather than current market interest rates. The amount of such discount will
nevertheless generally be treated as "market discount" for U.S. federal income tax purposes. We will generally accrue market discount during the
term of the debt instrument and report the accrued market discount as income when, and to the extent that, any payment of principal of the debt
instrument is made. Payments on residential mortgage loans are ordinarily made monthly, and consequently accrued market discount may have
to be included in income each month as if the debt instrument were assured of ultimately being collected in full. If that turned out not to be the
case, and we eventually collected less on the debt instrument than the amount we paid for it plus the market discount we had previously reported
as income, there would be a bad debt deduction available to us at that time. Nevertheless, our (and our stockholders') ability to benefit from that
bad debt deduction would depend on our having taxable income in that later taxable year. REITs may not carry back net operating losses, so this
possible "income early, losses later" phenomenon could adversely affect us and our stockholders if it were persistent and in significant amounts.

        Some of the MBS that we acquire may have been issued with original issue discount. In general, we will be required to accrue original issue
discount based on the constant yield to maturity of the MBS, and to treat it as taxable income in accordance with applicable U.S. federal income
tax rules even though smaller or no cash payments are received on such debt instrument. As in the case of the market discount discussed in the
preceding paragraph, the constant yield in question will be determined and income will be accrued based on the assumption that all future
payments due on the MBS in question will be made, with consequences similar to those described in the previous paragraph if all payments on
the MBS are not made.

        In addition, pursuant to our investment strategy, we may acquire distressed debt investments that are subsequently modified by agreement
with the borrower. If the amendments to the outstanding debt are "significant modifications" under the applicable Treasury regulations, the
modified debt may be considered to have been reissued to us in a debt-for-debt exchange with the borrower. In that event, we may be required to
recognize taxable gain to the extent the principal amount of the modified debt exceeds our adjusted tax basis in the unmodified debt, even if the
value of the debt or the payment expectations have not changed. Following such a taxable modification, we would hold the modified loan with a
cost basis equal to its principal amount for U.S. federal tax purposes. To the extent that such modifications are made with respect to a debt
instrument held by a TRS that is treated as a dealer or trader and that makes an election to use mark-to-market accounting, such TRS would be
required at the end of each taxable year, including the taxable year in which any such modification were made, to mark the modified debt
instrument to its fair market value as if the debt instrument were sold. In that case, the TRS could recognize a loss at the end of the taxable year
in which the modifications were made to the extent that the fair market value of such debt instrument at such time was less than the instrument's
tax basis.

        In addition, in the event that any debt instruments or MBS acquired by us are delinquent as to mandatory principal and interest payments, or
in the event payments with respect to a particular debt instrument are not made when due, we may nonetheless be required to continue to
recognize the unpaid interest as taxable income. Similarly, we may be required to accrue interest income with respect to subordinate MBS at the
stated rate regardless of whether corresponding cash payments are received.
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        Finally, we may be required under the terms of indebtedness that we incur (including certain securitizations), to use cash received from
interest payments to make principal payments on that indebtedness, with the effect of recognizing income but not having a corresponding
amount of cash available for distribution to our stockholders.

        Due to each of these potential timing differences between income recognition or expense deduction and cash receipts or disbursements,
there is a significant risk that we may have substantial taxable income in excess of cash available for distribution. In that event, we may need to
borrow funds or take other action to satisfy the REIT distribution requirements for the taxable year in which this "phantom income" is
recognized. See "�Annual Distribution Requirements."

Asset Tests

        At the close of each calendar quarter, we must also satisfy certain tests relating to the nature of our assets. At least 75% of the value of our
total assets must be represented by some combination of "real estate assets," cash, cash items, U.S. government securities, and, under some
circumstances, stock or debt instruments purchased with new capital. For this purpose, "real estate assets" include (i) mortgage loans secured by
interests in real property, such as land, buildings, leasehold interests in real property, and personal property leased in connection with a lease of
real property for which the rent attributable to personal property is not greater than 15% of the total rent received under the lease, (ii) interests in
real property, (iii) in general, interests in CMBS and RMBS, (iv) stock of other corporations that qualify as REITs, and (v) debt instruments
issued by REITs that are required to file annual and periodic reports with the SEC under the Exchange Act ("Publicly Offered REITs"), provided
such debt instruments that would not otherwise qualify as "real estate assets" do not exceed 25% of the value of our total assets.

        Assets that do not qualify for purposes of the 75% asset test are subject to the additional asset tests described below. First, the value of any
one issuer's securities that we own may not exceed 5% of the value of our total assets. Second, we may not own more than 10% of any one
issuer's outstanding securities, as measured by either voting power or value. The 5% and 10% asset tests do not apply to securities of TRSs and
qualified REIT subsidiaries and the 10% asset test does not apply to "straight debt" having specified characteristics and to certain other securities
described below. Solely for purposes of the 10% asset test, the determination of our interest in the assets of a partnership or limited liability
company in which we own an interest will be based on our proportionate interest in any securities issued by the partnership or limited liability
company, excluding for this purpose certain securities described in the Internal Revenue Code. Third, the aggregate value of all securities of
TRSs that we hold may not exceed 25% (20% for taxable years beginning after December 31, 2017) of the value of our total assets.

        Notwithstanding the general rule, as noted above, that for purposes of the REIT income and asset tests, we are treated as owning our
proportionate share of the underlying assets of a subsidiary partnership, if we hold indebtedness issued by a partnership, the indebtedness will be
subject to, and may cause a violation of, the asset tests unless the indebtedness is a qualifying mortgage asset, or other conditions are met.

        Certain securities will not cause a violation of the 10% asset test (by value) described above. Such securities include instruments that
constitute "straight debt," which includes, among other things, securities having certain contingency features. A security does not qualify as
"straight debt" where a REIT (or a controlled TRS of the REIT) owns other securities of the same issuer which do not qualify as straight debt,
unless the value of those other securities constitute, in the aggregate, 1% or less of the total value of that issuer's outstanding securities. In
addition to straight debt, the Internal Revenue Code provides that certain other securities will not violate the 10% value test. Such securities
include (a) any loan made to an individual or an estate, (b) certain rental agreements pursuant to which one or
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more payments are to be made in subsequent years (other than agreements between a REIT and certain persons related to the REIT under
attribution rules), (c) any obligation to pay rents from real property, (d) securities issued by governmental entities that are not dependent in
whole or in part on the profits of (or payments made by) a non-governmental entity, (e) any security (including debt securities) issued by another
REIT, and (f) any debt instrument issued by a partnership if the partnership's income is of a nature that it would satisfy the 75% gross income
test described above under "�Income Tests." In applying the 10% value test, a debt security issued by a partnership is not taken into account to the
extent, if any, of the REIT's proportionate interest in the equity and certain debt securities issued by that partnership.

        We intend to invest in CMBS, RMBS, and agency securities that are either pass-through certificates or collateralized mortgage obligations
as well as mortgage loans and mezzanine loans. We expect that the CMBS, RMBS, and agency securities will be treated either as interests in
grantor trusts or as interests in REMICs for U.S. federal income tax purposes. In the case of MBS treated as interests in grantor trusts, we would
be treated as owning an undivided beneficial ownership interest in the mortgage loans held by the grantor trust. Such mortgage loans will
generally qualify as real estate assets to the extent that they are secured by real property. We expect that substantially all of our MBS treated as
interests in grantor trust will qualify as real estate assets.

        Any interests that we hold in a REMIC, including CMBS or RMBS that are structured as interests in REMICs, will generally qualify as real
estate assets, and income derived from REMIC interests will generally be treated as qualifying income for purposes of the REIT income tests
described above. If less than 95% of the assets of a REMIC are real estate assets, however, then only a proportionate part of our interest in the
REMIC and income derived from the interest qualifies for purposes of the REIT asset and income tests. If we hold a "residual interest" in a
REMIC or in a TMP, from which we derive "excess inclusion income," we will be required to either distribute the excess inclusion income or
pay tax on it (or a combination of the two), even though we may not receive the income in cash. To the extent that distributed excess inclusion
income is allocable to a particular stockholder, the income (1) would not be allowed to be offset by any net operating losses otherwise available
to the stockholder, (2) would be subject to tax as unrelated business taxable income in the hands of most types of stockholders that are otherwise
generally exempt from U.S. federal income tax, and (3) would result in the application of U.S. federal income tax withholding at the maximum
rate (30%), without reduction pursuant to any otherwise applicable income tax treaty or other exemption to the extent allocable to foreign
stockholders. Moreover, any excess inclusion income that we receive that is allocable to specified categories of tax-exempt investors which are
not subject to unrelated business income tax, such as government entities, may be subject to corporate-level income tax in our hands, whether or
not it is distributed. See "�Taxable Mortgage Pools and Excess Inclusion Income."

        To the extent that we hold mortgage participations or MBS that do not represent REMIC interests, such assets may not qualify as real estate
assets, and the income generated from them might not qualify for purposes of either or both of the REIT income requirements, depending upon
the circumstances and the specific structure of the investment.

        In addition, in certain cases, the modification of a debt instrument could result in the conversion of the instrument from a qualifying real
estate asset to a wholly or partially non-qualifying asset that must be contributed to a TRS or disposed of in order for us to maintain our REIT
status.

        In addition, certain of our mezzanine loans may qualify for the safe harbor in Revenue Procedure 2003-65 pursuant to which certain loans
secured by a first priority security interest in ownership interests in a partnership or limited liability company will be treated as qualifying assets
for purposes of the 75% real estate asset test and the 10% vote or value test. See "�Income Tests." We may make some mezzanine loans that do
not qualify for that safe harbor and that do not qualify as "straight debt" securities or for one of the other exclusions from the definition of
"securities" for purposes of
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the 10% asset test. We intend to try to make such investments in such a manner as not to fail the asset tests described above.

        We do not expect to obtain independent appraisals to support our conclusions as to the value of our total assets, or the value of any
particular security or securities. Moreover, values of some assets, including instruments issued in securitization transactions, may not be
susceptible to a precise determination, and values are subject to change in the future. Furthermore, the proper classification of an instrument as
debt or equity for U.S. federal income tax purposes may be uncertain in some circumstances, which could affect the application of the REIT
asset requirements. Accordingly, there can be no assurance that the IRS will not contend that our interests in our subsidiaries or in the securities
of other issuers cause a violation of the REIT asset tests.

        Certain relief provisions are available to allow REITs to satisfy the asset requirements, or to maintain REIT qualification notwithstanding
certain violations of the asset and other requirements. One such provision allows a REIT which fails one or more of the asset test requirements to
nevertheless maintain its REIT qualification if (1) the REIT provides the IRS with a description of each asset causing the failure, (2) the failure
is due to reasonable cause and not willful neglect, (3) the REIT pays a tax equal to the greater of (a) $50,000 per failure, and (b) the product of
the net income generated by the assets that caused the failure multiplied by the highest applicable corporate tax rate (currently 35%), and (4) the
REIT either disposes of the assets causing the failure within six months after the last day of the quarter in which it identifies the failure, or
otherwise satisfies the relevant asset tests within that time frame. In the case of de minimis violations of the 10% and 5% asset tests, a REIT may
maintain its qualification despite a violation of such requirements if (1) the value of the assets causing the violation does not exceed the lesser of
1% of the REIT's total assets, and $10,000,000, and (2) the REIT either disposes of the assets causing the failure within six months after the last
day of the quarter in which it identifies the failure, or the relevant tests are otherwise satisfied within that time frame.

        If we fail to satisfy the asset tests at the end of a calendar quarter, such a failure would not cause us to lose our REIT qualification if we
(1) satisfied the asset tests at the close of the preceding calendar quarter and (2) the discrepancy between the value of our assets and the asset
requirements was not wholly or partly caused by an acquisition of non-qualifying assets, but instead arose from changes in the market value of
our assets. If the condition described in (2) were not satisfied, we still could avoid disqualification by eliminating any discrepancy within
30 days after the close of the calendar quarter in which it arose or by making use of relief provisions described below.

Annual Distribution Requirements

        In order to qualify as a REIT, we are required to distribute dividends, other than capital gain dividends, to our stockholders in an amount at
least equal to:

        (a)   the sum of

        (1)   90% of our "REIT taxable income," computed without regard to our net capital gains and the deduction for dividends paid,
and

        (2)   90% of our net income, if any, (after tax) from foreclosure property (as described below), minus

        (b)   the sum of specified items of noncash income.

        We generally must make these distributions in the taxable year to which they relate, or in the following taxable year if declared before we
timely file our tax return for the year and if paid with or before the first regular dividend payment after such declaration. In order for
distributions to be counted as satisfying the annual distribution requirements for REITs, and to provide us with a
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REIT-level tax deduction, the distributions must not be "preferential dividends," unless, for distributions made in taxable years beginning after
December 31, 2014, we are a Publicly Offered REIT. A dividend is not a preferential dividend if the distribution is (1) pro rata among all
outstanding shares of stock within a particular class, and (2) in accordance with the preferences among different classes of stock as set forth in
our organizational documents. We believe that we are, and expect we will continue to be, a Publicly Offered REIT.

        To the extent that we distribute at least 90%, but less than 100%, of our "REIT taxable income," as adjusted, we will be subject to tax at
ordinary corporate tax rates on the retained portion. We may elect to retain, rather than distribute, our net long-term capital gains and pay tax on
such gains. In this case, we could elect for our stockholders to include their proportionate shares of such undistributed long-term capital gains in
income, and to receive a corresponding credit for their share of the tax that we paid. Our stockholders would then increase their adjusted basis of
their stock by the difference between (a) the amounts of capital gain dividends that we designated and that they include in their taxable income,
minus (b) the tax that we paid on their behalf with respect to that income.

        To the extent that in the future we may have available net operating losses carried forward from prior tax years, such losses may reduce the
amount of distributions that we must make in order to comply with the REIT distribution requirements. Any distributions made with respect to
such tax years into which net operating losses have been carried forward from prior tax years will nevertheless be taxable as dividends to the
extent of current earnings and profits for such tax year. See "�Taxation of Stockholders�Taxation of Taxable Domestic Stockholders�Distributions."

        If we fail to distribute during each calendar year at least the sum of (a) 85% of our REIT ordinary income for such year, (b) 95% of our
REIT capital gain net income for such year, and (c) any undistributed taxable income from prior periods, we would be subject to a
non-deductible 4% excise tax on the excess of such required distribution over the sum of (x) the amounts actually distributed, and (y) the
amounts of income we retained and on which we paid corporate income tax.

        It is possible that, from time to time, we may not have sufficient cash to meet the distribution requirements due to timing differences
between our actual receipt of cash, including receipt of distributions from our subsidiaries and our inclusion of items in income for U.S. federal
income tax purposes. This may be an issue, in particular, with respect to our investments in distressed or modified debt instruments. See "�Timing
Differences Between Receipt of Cash and Recognition of Income."Potential sources of non-cash taxable income include:

�
"residual interests" in REMICs or taxable mortgage pools;

�
loans or MBS held as assets that are issued at a discount and require the accrual of taxable economic interest in advance of
receipt in cash; and

�
loans on which the borrower is permitted to defer cash payments of interest, and distressed loans on which we may be
required to accrue taxable interest income even though the borrower is unable to make current servicing payments in cash.

        In the event that such timing differences occur, in order to meet the distribution requirements, it might be necessary for us to arrange for
short-term, or possibly long-term, borrowings, or to pay dividends in the form of taxable in-kind distributions of property. Alternatively, we may
declare a taxable dividend payable in cash or stock at the election of each stockholder, where the aggregate amount of cash to be distributed in
such dividend may be subject to limitation. In such case, for U.S. federal income tax purposes, the amount of the dividend paid in stock will be
equal to the amount of cash that could have been received instead of stock.

        We may be able to rectify a failure to meet the distribution requirements for a year by paying "deficiency dividends" to stockholders in a
later year, which may be included in our deduction for
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dividends paid for the earlier year. In this case, we may be able to avoid losing REIT qualification or being taxed on amounts distributed as
deficiency dividends. We will be required to pay interest and a penalty based on the amount of any deduction taken for deficiency dividends.

Prohibited Transactions

        Net income that we derive from a prohibited transaction is subject to a 100% tax. The term "prohibited transaction" generally includes a
sale or other disposition of property (other than foreclosure property, as discussed below) that is held primarily for sale to customers in the
ordinary course of a trade or business by us, or by a borrower that has issued a shared appreciation mortgage or similar debt instrument to us. We
intend to conduct our operations so that no asset that we own (or are treated as owning) will be treated as, or as having been, held for sale to
customers, and that a sale of any such asset will not be treated as having been in the ordinary course of our business. Whether property is held
"primarily for sale to customers in the ordinary course of a trade or business" depends on the particular facts and circumstances. No assurance
can be given that any property that we sell will not be treated as property held for sale to customers, or that we can comply with certain
safe-harbor provisions of the Internal Revenue Code that would prevent such treatment. The 100% tax does not apply to gains from the sale of
property that is held through a TRS or other taxable corporation, although such income will be subject to tax in the hands of the corporation at
regular corporate rates. We intend to try to structure our activities to avoid transactions that are prohibited transactions.

Foreclosure Property

        Foreclosure property is real property and any personal property incident to such real property (1) that we acquire as the result of having bid
in the property at foreclosure, or having otherwise reduced the property to ownership or possession by agreement or process of law, after a
default (or upon imminent default) on a lease of the property or a mortgage loan held by us and secured by the property, (2) for which we
acquired the related loan or lease at a time when default was not imminent or anticipated, and (3) with respect to which we made a proper
election to treat the property as foreclosure property. We generally will be subject to tax at the maximum corporate rate (currently 35%) on any
net income from foreclosure property, including any gain from the disposition of the foreclosure property, other than income that constitutes
qualifying income for purposes of the 75% gross income test. Any gain from the sale of property for which a foreclosure property election has
been made will not be subject to the 100% tax on gains from prohibited transactions described above, even if the property would otherwise
constitute inventory or dealer property. To the extent that we receive any income from foreclosure property that does not qualify for purposes of
the 75% gross income test, we intend to make an election to treat the related property as foreclosure property.

Foreign Investments

        We and our subsidiaries may hold investments in and pay taxes to foreign countries. Taxes that we pay in foreign jurisdictions may not be
passed through to, or used by, our stockholders as a foreign tax credit or otherwise. Our foreign investments might also generate foreign
currency gains and losses. Certain foreign currency gains recognized after July 30, 2008 would be excluded from gross income for purposes of
one or both of the gross income tests, as discussed above. See above under "�Income Tests.

Derivatives and Hedging Transactions

        We and our subsidiaries may enter into hedging transactions with respect to interest rate exposure on one or more of our assets or liabilities.
Any such hedging transactions could take a variety of forms, including the use of derivative instruments such as interest rate swap contracts,
interest rate cap or floor contracts, futures or forward contracts, and options. Except to the extent provided by Treasury
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regulations, any income from a hedging transaction, which is clearly identified as such before the close of the day on which it was acquired,
originated, or entered into, that we enter into (i) in the normal course of our business primarily to manage risk of interest rate or price changes or
currency fluctuations with respect to borrowings made or to be made, or ordinary obligations incurred or to be incurred, to acquire or carry real
estate assets, which is clearly identified as specified in Treasury regulations before the close of the day on which it was acquired, originated, or
entered into, including gain from the sale or disposition of such a transaction, (ii) primarily to manage risk of currency fluctuations with respect
to any item of income or gain that would be qualifying income under the 75% or 95% income tests (or any asset that produces such income) and
(iii) to hedge the income or expense from prior transactions, where the property or indebtedness which was the subject of the prior hedging
transaction was extinguished or disposed of, will not constitute gross income for purposes of the 75% or 95% gross income test. To the extent
that we enter into other types of hedging transactions, the income from those transactions is likely to be treated as non-qualifying income for
purposes of both of the 75% and 95% gross income tests. We intend to structure any hedging transactions in a manner that does not jeopardize
our qualification as a REIT. We may conduct some or all of our hedging activities through a TRS or other corporate entity, the income from
which may be subject to U.S. federal income tax, rather than by participating in the arrangements directly or through pass-through subsidiaries.
No assurance can be given, however, that our hedging activities will not give rise to income that does not qualify for purposes of either or both
of the REIT gross income tests, or that our hedging activities will not adversely affect our ability to satisfy the REIT qualification requirements.

Taxable Mortgage Pools and Excess Inclusion Income

        An entity, or a portion of an entity, may be classified as a taxable mortgage pool ("TMP") under the Internal Revenue Code if

�
substantially all of its assets consist of debt obligations or interests in debt obligations,

�
more than 50% of those debt obligations are real estate mortgages or interests in real estate mortgages as of specified testing
dates,

�
the entity has issued debt obligations (liabilities) that have two or more maturities, and

�
the payments required to be made by the entity on its debt obligations (liabilities) "bear a relationship" to the payments to be
received by the entity on the debt obligations that it holds as assets.

        Under the Treasury regulations, if less than 80% of the assets of an entity (or a portion of an entity) consist of debt obligations, these debt
obligations are considered not to comprise "substantially all" of its assets, and therefore the entity would not be treated as a TMP. Our financing
and securitization arrangements may give rise to TMPs, with the consequences as described below.

        Where an entity, or a portion of an entity, is classified as a TMP, it is generally treated as a taxable corporation for U.S. federal income tax
purposes. In the case of a REIT, or a portion of a REIT, or a disregarded subsidiary of a REIT, that is a TMP, however, special rules apply. The
TMP is not treated as a corporation that is subject to corporate income tax, and the TMP classification does not directly affect the tax status of
the REIT. Rather, the consequences of the TMP classification would, in general, except as described below, be limited to the stockholders of the
REIT.
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        A portion of the REIT's income from the TMP arrangement, which might be non-cash accrued income, could be treated as "excess
inclusion income." Under recently issued IRS guidance, the REIT's excess inclusion income, including any excess inclusion income from a
residual interest in a REMIC, must be allocated among its stockholders in proportion to dividends paid. The REIT is required to notify
stockholders of the amount of "excess inclusion income" allocated to them. A stockholder's share of excess inclusion income:

�
cannot be offset by any net operating losses otherwise available to the stockholder,

�
is subject to tax as unrelated business taxable income in the hands of stockholders that are otherwise generally exempt from
U.S. federal income tax, and

�
results in the application of U.S. federal income tax withholding at the maximum rate (30%), without reduction for any
otherwise applicable income tax treaty or other exemption to the extent allocable to foreign stockholders.

        See "�Taxation of Stockholders." Under IRS guidance, to the extent that excess inclusion income is allocated to a tax-exempt stockholder of
a REIT that is not subject to unrelated business income tax (such as a government entity), the REIT may be subject to tax on this income at the
highest applicable corporate tax rate (currently 35%). In that case, the REIT might, if permitted, reduce distributions to such stockholders by the
amount of such tax paid by the REIT attributable to such stockholder's ownership. Treasury regulations provide that such a reduction in
distributions does not give rise to a preferential dividend that could adversely affect the REIT's compliance with its distribution requirements.
See "�Annual Distribution Requirements." The manner in which excess inclusion income is calculated, or would be allocated to stockholders,
including allocations among shares of different classes of stock, is not clear under current law. As required by IRS guidance, we intend to make
such determinations using a reasonable method. However, there can be no assurance that the IRS will not challenge our method of making any
such determinations. If the IRS were to disagree with any such determinations made or with the method used by us, the amount of any excess
inclusion income required to be taken into account by one or more stockholders could be significantly increased. Tax-exempt investors, foreign
investors and taxpayers with net operating losses should carefully consider the tax consequences described above, and are urged to consult their
tax advisors.

        If a subsidiary partnership of ours that we do not wholly-own, directly or through one or more disregarded entities, were a TMP, the
foregoing rules would not apply. Rather, the partnership that is a TMP would be treated as a corporation for U.S. federal income tax purposes,
and potentially would be subject to corporate income tax or withholding tax. In addition, this characterization would alter our income and asset
test calculations, and could adversely affect our compliance with those requirements. We intend to monitor the structure of any TMPs in which
we have an interest to ensure that they will not adversely affect our status as a REIT.

Failure to Qualify

        If we fail to satisfy one or more requirements for REIT qualification other than the income or asset tests, we could avoid disqualification if
our failure is due to reasonable cause and not to willful neglect and we pay a penalty of $50,000 for each such failure. Relief provisions are
available for failures of the income tests and asset tests, as described above in "�Income Tests" and "�Asset Tests."

        If we fail to qualify for taxation as a REIT in any taxable year, and the relief provisions described above do not apply, we would be subject
to tax, including any applicable alternative minimum tax, on our taxable income at regular corporate rates. We cannot deduct distributions to
stockholders in any year in which we are not a REIT, nor would we be required to make distributions in such a year. In this situation, to the
extent of current and accumulated earnings and profits, distributions to domestic
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stockholders that are individuals, trusts and estates will generally be taxable at capital gains rates. In addition, subject to the limitations of the
Internal Revenue Code, corporate distributees may be eligible for the dividends received deduction. Unless we are entitled to relief under
specific statutory provisions, we would also be disqualified from re-electing to be taxed as a REIT for the four taxable years following the year
during which we lost qualification. It is not possible to state whether, in all circumstances, we would be entitled to this statutory relief.

Tax Aspects of Investments in Partnerships

General

        We may hold investments through entities that are classified as partnerships for U.S. federal income tax purposes. In general, partnerships
are "pass-through" entities that are not subject to U.S. federal income tax. Rather, partners are allocated their proportionate shares of the items of
income, gain, loss, deduction and credit of a partnership, and are potentially subject to tax on these items, without regard to whether the partners
receive a distribution from the partnership. We will include in our income our proportionate share of these partnership items for purposes of the
various REIT income tests and in computation of our REIT taxable income. Moreover, for purposes of the REIT asset tests, we will include in
our calculations our proportionate share of any assets held by subsidiary partnerships. Our proportionate share of a partnership's assets and
income is based on our capital interest in the partnership (except that for purposes of the 10% value test, our proportionate share is based on our
proportionate interest in the equity and certain debt securities issued by the partnership). See "Taxation of Starwood Property Trust, Inc.�Effect of
Subsidiary Entities�Ownership of Partnership Interests."

Entity Classification

        Any investment in partnerships involves special tax considerations, including the possibility of a challenge by the IRS of the status of any
subsidiary partnership as a partnership, as opposed to an association taxable as a corporation, for U.S. federal income tax purposes. If any of
these entities were treated as an association for U.S. federal income tax purposes, it would be taxable as a corporation and therefore could be
subject to an entity-level tax on its income. In such a situation, the character of our assets and items of gross income would change and could
preclude us from satisfying the REIT asset tests or the gross income tests as discussed in "Taxation of Starwood Property Trust, Inc.�Asset Tests"
and "�Income Tests," and in turn could prevent us from qualifying as a REIT, unless we are eligible for relief from the violation pursuant to relief
provisions described above. See "Taxation of Starwood Property Trust, Inc.�Asset Tests," "�Income Test" and "�Failure to Qualify," above, for
discussion of the effect of failure to satisfy the REIT tests for a taxable year, and of the relief provisions. In addition, any change in the status of
any subsidiary partnership for tax purposes might be treated as a taxable event, in which case we could have taxable income that is subject to the
REIT distribution requirements without receiving any cash.

Tax Allocations with Respect to Partnership Properties

        Under the Internal Revenue Code and the Treasury regulations, income, gain, loss and deduction attributable to appreciated or depreciated
property that is contributed to a partnership in exchange for an interest in the partnership must be allocated for tax purposes so that the
contributing partner is charged with, or benefits from, the unrealized gain or unrealized loss associated with the property at the time of the
contribution. The amount of the unrealized gain or unrealized loss is generally equal to the difference between the fair market value of the
contributed property at the time of contribution, and the adjusted tax basis of such property at the time of contribution (a "book-tax difference").
Such allocations are solely for U.S. federal income tax purposes and do not affect the book capital accounts or other economic or legal
arrangements among the partners.
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        To the extent that any of our subsidiary partnerships acquires appreciated (or depreciated) properties by way of capital contributions from
its partners, allocations would need to be made in a manner consistent with these requirements. Where a partner contributes cash to a partnership
at a time that the partnership holds appreciated (or depreciated) property, the Treasury regulations provide for a similar allocation of these items
to the other (i.e., non-contributing) partners. These rules may apply to a contribution that we make to any subsidiary partnerships of the cash
proceeds received in offerings of our stock. As a result, the partners of our subsidiary partnerships, including us, could be allocated greater or
lesser amounts of depreciation and taxable income in respect of a partnership's properties than would be the case if all of the partnership's assets
(including any contributed assets) had a tax basis equal to their fair market values at the time of any contributions to that partnership. This could
cause us to recognize, over a period of time, taxable income in excess of cash flow from the partnership, which might adversely affect our ability
to comply with the REIT distribution requirements discussed above.

Partnership Audit Rules.

        The recently enacted Bipartisan Budget Act of 2015 changes the rules applicable to U.S. federal income tax audits of partnerships. Under
the new rules (which are generally effective for taxable years beginning after December 31, 2017), among other changes and subject to certain
exceptions, any audit adjustment to items of income, gain, loss, deduction, or credit of a partnership (and any partner's distributive share thereof)
is determined, and taxes, interest, or penalties attributable thereto are assessed and collected, at the partnership level. Although it is uncertain
how these new rules will be implemented, it is possible that they could result in partnerships in which we directly or indirectly invest being
required to pay additional taxes, interest and penalties as a result of an audit adjustment, and we, as a direct or indirect partner of these
partnerships, could be required to bear the economic burden of those taxes, interest, and penalties even though we, as a REIT, may not otherwise
have been required to pay additional corporate-level taxes as a result of the related audit adjustment. The changes created by these new rules are
sweeping and in many respects dependent on the promulgation of future regulations or other guidance by the U.S. Treasury. Investors are urged
to consult their tax advisors with respect to these changes and their potential impact on their investment in our common stock.

Taxation of Stockholders

Taxation of Taxable Domestic Stockholders

        Distributions.    So long as we qualify as a REIT, the distributions that we make to our taxable domestic stockholders out of current or
accumulated earnings and profits that we do not designate as capital gain dividends will generally be taken into account by stockholders as
ordinary income and will not be eligible for the dividends received deduction for corporations. With limited exceptions, our dividends are not
eligible for taxation at the preferential income tax rates (i.e., the 20% maximum U.S. federal rate) for qualified dividends received by domestic
stockholders that are individuals, trusts and estates from taxable C corporations. Such stockholders, however, are taxed at the preferential rates
on dividends designated by and received from REITs to the extent that the dividends are attributable to

�
income retained by the REIT in the prior taxable year on which the REIT was subject to corporate level income tax (less the
amount of tax),

�
dividends received by the REIT from TRSs or other taxable C corporations, or

�
income in the prior taxable year from the sales of "built-in gain" property acquired by the REIT from C corporations in
carryover basis transactions (less the amount of corporate tax on such income).
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        Distributions that we designate as capital gain dividends will generally be taxed to our stockholders as long-term capital gains, to the extent
that such distributions do not exceed our actual net capital gain for the taxable year, without regard to the period for which the stockholder that
receives such distribution has held its stock. The distributions we designate as capital gain dividends may not exceed our dividends paid for the
taxable year, including dividends paid the following year that are treated as paid in the current year. The IRS requires a REIT that has two or
more classes of shares outstanding to designate to each such class proportionate amounts of each type of its income, such as net capital gains, for
each tax year based upon the percentage of total dividends distributed to each class for such year. We may elect to retain and pay taxes on some
or all of our net long term capital gains, in which case provisions of the Internal Revenue Code will treat our stockholders as having received,
solely for tax purposes, our undistributed capital gains, and the stockholders will receive a corresponding credit for taxes that we paid on such
undistributed capital gains. See "Taxation of Starwood Property Trust, Inc.�Annual Distribution Requirements." Corporate stockholders may be
required to treat up to 20% of some capital gain dividends as ordinary income. Long-term capital gains are generally taxable at maximum U.S.
federal rates of 20% in the case of stockholders that are individuals, trusts and estates, and 35% in the case of stockholders that are corporations.
Capital gains attributable to the sale of depreciable real property held for more than 12 months are subject to a 25% maximum U.S. federal
income tax rate for taxpayers who are taxed as individuals, to the extent of previously claimed depreciation deductions.

        Distributions in excess of our current and accumulated earnings and profits will generally represent a return of capital and will not be
taxable to a stockholder to the extent that the amount of such distributions does not exceed the adjusted basis of the stockholder's shares in
respect of which the distributions were made. Rather, the distribution will reduce the adjusted basis of the stockholder's shares. To the extent that
such distributions exceed the adjusted basis of a stockholder's shares, the stockholder generally must include such distributions in income as
long-term capital gain, or short-term capital gain if the shares have been held for one year or less. In addition, any dividend that we declare in
October, November or December of any year and that is payable to a stockholder of record on a specified date in any such month will be treated
as both paid by us and received by the stockholder on December 31 of such year, provided that we actually pay the dividend before the end of
January of the following calendar year.

        Earnings and profits are allocated to distributions with respect to preferred stock before they are allocated to distributions with respect to
common stock. Therefore, depending on our earnings and profits, distributions with respect to our preferred shares (as compared to distributions
with respect to our common shares) are more likely to be treated as dividends than as a return of capital or a distribution in excess of basis. In
addition, the IRS requires a REIT that has two or more classes of shares outstanding to designate to each such class proportionate amounts of
each type of its income, such as net capital gains, for each tax year based upon the percentage of total dividends distributed to each class for such
year.

        To the extent that we have available net operating losses and capital losses carried forward from prior tax years, such losses may reduce the
amount of distributions that we must make in order to comply with the REIT distribution requirements. See "Taxation of Starwood Property
Trust, Inc.�Annual Distribution Requirements." Such losses, however, are not passed through to stockholders and do not offset income of
stockholders from other sources. In addition, any distributions made with respect to such tax years into which net operating losses have been
carried forward from prior tax years will nevertheless be taxable as dividends to the extent that we have current earnings and profits.

        In certain circumstances, we may make a taxable distribution of our stock as part of a distribution in which stockholders may elect to
receive stock or (subject to a limit measured as a percentage of the total distribution) cash. In this circumstance, a stockholder generally must
include the sum of the value of our stock and the amount of cash received in its gross income as dividend income to the extent that
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such stockholder's share of the distribution is made out of its share of the portion of our current and accumulated earnings and profits allocable
to such distribution. The value of any of our stock received as part of a distribution is generally equal to the amount of cash that could have been
received instead of our stock. Depending on the circumstances of the stockholder, the tax on the distribution may exceed the amount of the
distribution received in cash, in which case such stockholder would have to pay the tax using cash from other sources. A stockholder that
received our stock pursuant to a distribution generally has a tax basis in such stock equal to the amount of cash that would have been received
instead of our stock as described above, and a holding period in such stock that begins on the day following the payment date for the
distribution.

        If excess inclusion income from a taxable mortgage pool or REMIC residual interest is allocated to any stockholder, that income will be
taxable in the hands of the stockholder and would not be offset by any net operating losses of the stockholder that would otherwise be available.
See "Taxation of Starwood Property Trust, Inc.�Taxable Mortgage Pools and Excess Inclusion Income." As required by IRS guidance, we intend
to notify our stockholders if a portion of a dividend paid by us is attributable to excess inclusion income.

        Dispositions of Our Stock.    In general, capital gains recognized by individuals, trusts and estates upon the sale or disposition of our stock
will be subject to a maximum U.S. federal income tax rate of 20% if the stock is held for more than one year, and will be taxed at ordinary
income rates (of up to 39.6%) if the stock is held for one year or less. Gains recognized by stockholders that are corporations are subject to U.S.
federal income tax at a maximum rate of 35%, whether or not such gains are classified as long-term capital gains. Capital losses recognized by a
stockholder upon the disposition of our stock that was held for more than one year at the time of disposition will be considered long-term capital
losses, and are generally available only to offset capital gain income of the stockholder but not ordinary income (except in the case of
individuals, who may offset up to $3,000 of ordinary income each year). In addition, any loss upon a sale or exchange of shares of our stock by a
stockholder who has held the shares for six months or less, after applying holding period rules, will be treated as a long-term capital loss to the
extent of distributions that we make that are required to be treated by the stockholder as long-term capital gain.

        If an investor recognizes a loss upon a subsequent disposition of our stock or other securities in an amount that exceeds a prescribed
threshold, it is possible that the provisions of Treasury regulations involving "reportable transactions" could apply, with a resulting requirement
to separately disclose the loss-generating transaction to the IRS. These regulations, though directed towards "tax shelters," are broadly written,
and apply to transactions that would not typically be considered tax shelters. The Internal Revenue Code imposes significant penalties for failure
to comply with these requirements. You should consult your tax advisors concerning any possible disclosure obligation with respect to the
receipt or disposition of our stock or securities, or transactions that we might undertake directly or indirectly. Moreover, you should be aware
that we and other participants in the transactions in which we are involved (including their advisors) might be subject to disclosure or other
requirements pursuant to these regulations.

        Medicare Contribution Tax on Unearned Income.    A U.S. person that is an individual or estate, or a trust that does not fall into a special
class of trusts that is exempt from such tax, will be subject to a 3.8% tax on the lesser of (1) the U.S. person's "net investment income" for the
relevant taxable year and (2) the excess of the U.S. person's modified adjusted gross income for the taxable year over a certain threshold (which
in the case of individuals will be between $125,000 and $250,000 depending on the individual's circumstances). Net investment income
generally includes dividends, and net gains from the disposition of stock, unless such income or gains are derived in the ordinary course of the
conduct of a trade or business (other than a trade or business that consists of certain passive or trading activities). A U.S. person that is an
individual, estate or trust should consult its tax advisor regarding the applicability of the Medicare tax to its income and gains in respect of its
investment in our stock.
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        Information Reporting and Backup Withholding.    We will report to our stockholders and to the IRS the amount of distributions we pay
during each calendar year and the amount of tax we withhold, if any. Under the backup withholding rules, you may be subject to backup
withholding at a current rate of 28% with respect to distributions unless you (a) are a corporation or come within certain other exempt categories
and, when required, demonstrate this fact; or (b) provide a taxpayer identification number, certify as to no loss of exemption from backup
withholding, and otherwise comply with the applicable requirements of the backup withholding rules. Backup withholding is not an additional
tax. Any amount withheld under these rules will be refunded or credited against your U.S. federal income tax liability, provided that you timely
furnish the IRS with certain required information.

Taxation of Foreign Stockholders

        The following is a summary of certain U.S. federal income and estate tax consequences of the ownership and disposition of our stock
applicable to non-U.S. holders. A "non-U.S. holder" is any person other than:

�
a citizen or resident of the United States,

�
a corporation (or entity treated as a corporation for U.S. federal income tax purposes) created or organized in the United
States or under the laws of the United States, or of any state thereof, or the District of Columbia,

�
an estate, the income of which is includable in gross income for U.S. federal income tax purposes regardless of its source, or

�
a trust if a United States court is able to exercise primary supervision over the administration of such trust and one or more
United States fiduciaries have the authority to control all substantial decisions of the trust.

        If you are a non-U.S. holder, this discussion further assumes that:

�
you will not have held more than 10% of our stock (taking into account applicable constructive ownership rules) at any time
during the five-year period ending on the date on which you dispose of our stock or receive distributions from us;

�
our stock is and will continue to be "regularly traded" on an established securities market located in the United States within
the meaning of the Foreign Investment in Real Property Tax Act of 1980 ("FIRPTA"), although there can be no assurance
that this will continue to be the case; and

�
that you are not a "qualified shareholder", as defined in Section 897(k)(3)(A) of the Internal Revenue Code, which describes
certain partnerships and other collective investment vehicles that satisfy various recordkeeping, administrative and other
requirements.

If you are a non-U.S. holder as to which any of these assumptions is not accurate, and in particular if you are a "qualified shareholder" within the
meaning of FIRPTA, you should consult your own tax advisor concerning the tax consequence to you of sales of our stock and the receipt of
dividends and other distributions from us.

        If a partnership, including for this purpose any entity that is treated as a partnership for U.S. federal income tax purposes, holds our stock,
the tax treatment of a partner in the partnership will generally depend upon the status of the partner and the activities of the partnership. An
investor that is a partnership and the partners in such partnership should consult their tax advisors about the U.S. federal income tax
consequences of the acquisition, ownership and disposition of our stock.

        The following discussion is based on current law, and is for general information only. It addresses only selected, and not all, aspects of U.S.
federal income and estate taxation.

60

Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

49



Edgar Filing: BlackRock Build America Bond Trust - Form N-CSRS

50



Table of Contents

        In General.    For most foreign investors, investment in a REIT that invests principally in mortgage loans and MBS is not the most
tax-efficient way to invest in such assets. That is because receiving distributions of income derived from such assets in the form of REIT
dividends subjects most foreign investors to withholding taxes that direct investment in those asset classes, and the direct receipt of interest and
principal payments with respect to them, would not. The principal exceptions are foreign sovereigns and their agencies and instrumentalities,
which may be exempt from withholding taxes on REIT dividends under the Internal Revenue Code, and certain foreign pension funds or similar
entities able to claim an exemption from withholding taxes on REIT dividends under the terms of a bilateral tax treaty between their country of
residence and the United States.

        In general, non-U.S. holders will not be considered to be engaged in a U.S. trade or business solely as a result of their ownership of our
stock. In cases where the dividend income from a non-U.S. holder's investment in our stock is, or is treated as, effectively connected with the
non-U.S. holder's conduct of a U.S. trade or business, the non-U.S. holder generally will be subject to U.S. federal income tax at graduated rates,
in the same manner as domestic stockholders are taxed with respect to such dividends. Such income must generally be reported on a U.S. income
tax return filed by or on behalf of the non-U.S. holder. The income may also be subject to the 30% branch profits tax in the case of a non-U.S.
holder that is a corporation.

        Ordinary Dividends.    Subject to the previously noted assumptions, for non-U.S. holders other than (i) pension funds and certain other
organizations that are exempt from taxation in a home jurisdiction that has a bilateral tax treaty with the United States providing for an
exemption from United States withholding tax on dividends, (ii) foreign governments and their agencies and instrumentalities not engaged in
commercial activities ("Foreign Sovereigns"), as defined in Section 892 of the Internal Revenue Code and the applicable regulations, and
eligible for exemption from United States withholding tax thereunder, and (iii) non-U.S. holders that are engaged in a U.S. trade or business with
respect to which our distributions constitute effectively connected income, there will be a 30% (or lower applicable treaty rate) U.S. withholding
tax on the portion of any distribution that is attributable to our earnings and profits (including capital gain dividends to the extent that such
capital gain dividends are attributable to gain from the sale of "United States real property interests" ("USRPIs") as defined under FIRPTA).
Debt instruments representing interests held solely as a creditor, including mortgage loans, CMBS and RMBS, are not USRPIs.

        Reduced treaty rates or exemptions are not available to the extent that income is attributable to excess inclusion income allocable to a
foreign stockholder claiming such tax treaty benefits. Accordingly, tax will be withheld at a rate of 30% on any portion of a dividend that is paid
to such a non-U.S. holder and is attributable to that holder's share of our excess inclusion income. In the case of a foreign sovereign, its allocable
share of excess inclusion income will be taxable to us, but we may to the extent permitted reduce distributions that would otherwise be made to
such foreign sovereign by the amount of the tax so imposed. See "Taxation of Starwood Property Trust, Inc.�Taxable Mortgage Pools and Excess
Inclusion Income." As required by IRS guidance, we intend to notify our stockholders if a portion of a dividend paid by us is attributable to
excess inclusion income.

        Non-Dividend Distributions.    Subject to the previously noted assumptions, distributions that we make that are not dividends, that is, are
not paid out of our current and accumulated earnings and profits will not be subject to U.S. income tax. If we cannot determine at the time a
distribution is made whether or not the distribution will exceed current and accumulated earnings and profits, the withholding will be made at
the rate applicable to dividends. A non-U.S. holder may seek a refund from the IRS of any amounts so withheld if it subsequently is determined
that the distribution was, in fact, in excess of our current and accumulated earnings and profits.
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        Capital Gain Dividends Not Attributable to Gain from USRPI Sales.    Capital gain dividends that are not attributable to sales of USRPIs
will not be subject to withholding or other taxation in the United States, unless you are a non-U.S. holder described in the exceptions noted
below in "�Taxation of Foreign Shareholders�Dispositions of Our Stock". Debt instruments representing interests held solely as a creditor,
including mortgage loans, CMBS and RMBS, are not USRPIs.

        Capital Gain Dividends Attributable to Gain from USRPI Sales.    Subject to the previously noted assumptions, the general rule is that a
capital gain dividend that is attributable to gain from a USRPI sale will be treated in the same manner as an ordinary dividend (see "�Taxation of
Foreign Stockholders�Ordinary Dividends").

        If you are a "qualified foreign pension fund" as defined in Section 897(l)(2) of the Internal Revenue Code (a "Qualified Foreign Pension
Fund") (or an entity all of the interests in which is held by a Qualified Foreign Pension Fund), you will be exempt from U.S. withholding tax on
the portion of any distribution we make that is attributable to gain from the sale of USRPIs and is designated by us as a capital gain dividend.
However, you would remain subject to 30% (or lower applicable bilateral tax treaty rate or exemption) U.S. dividend withholding tax on the
portion of the distribution that is attributable to our earnings and profits and that is not designated as a capital gain dividend.

        If you are a Foreign Sovereign, that owns less than 10% of our stock (which this discussion assumes), in general, you will be exempt from
United States taxation on capital gain dividends attributable to gain from the sale of USRPIs.

        Dispositions of Our Stock.    Subject to the previously noted assumptions, if you are a non-U.S. holder, you generally will not be subject to
U.S. federal income tax on the gain realized upon a sale of our stock unless:

�
your shares of our common stock are treated as being effectively connected with your U.S. trade or business (and, if a
bilateral tax treaty applies, is attributable to a U.S. permanent establishment maintained by you); or

�
you are a nonresident alien individual who is present in the United States for 183 days or more during the calendar year and
certain other conditions are met.

        Estate Tax.    If our stock is owned or treated as owned by an individual who is not a citizen or resident (as specially defined for U.S.
federal estate tax purposes) of the United States at the time of such individual's death, the stock will be includable in the individual's gross estate
for U.S. federal estate tax purposes, unless an applicable estate tax treaty provides otherwise, and may therefore be subject to U.S. federal estate
tax.

        Information Reporting and Backup Withholding.    Generally, information reporting will apply to payments of distributions on, and of the
proceeds from the disposition of, our stock, and backup withholding described above for a domestic stockholder will apply, unless the payee
certifies that it is not a U.S. person or otherwise establishes an exemption. Backup withholding is not an additional tax. Any amount withheld
under these rules will be refunded or credited against your U.S. federal income tax liability, provided that you timely furnish the IRS with certain
required information.

        HIRE Act.    Legislation enacted in 2010 will generally impose a 30% withholding tax on dividends on shares of our stock and the gross
proceeds of a disposition of shares of our stock paid to (i) a foreign financial institution (as that term is defined in Section 1471(d)(4) of the
Internal Revenue Code) unless that foreign financial institution enters into an agreement with the U.S. Treasury Department to collect and
disclose information regarding U.S. account holders of that foreign financial institution (including certain account holders that are foreign
entities that have U.S. owners) and satisfies other requirements, and (ii) specified other non-U.S. entities unless such an entity provides the payor
with a certification identifying the direct and indirect U.S. owners of the entity and complies with
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other requirements. Under specified circumstances, a non-U.S. holder of shares of our stock may be eligible for refunds or credits of those taxes.
The withholding provisions described above will apply to payments of dividends on shares of our stock made on or after January 1, 2014 and to
payments of gross proceeds of a disposition of shares of our stock on or after January 1, 2019. You are encouraged to consult with your own tax
advisor regarding the possible implications of this legislation on your investment in shares of our stock.

Taxation of Tax-Exempt Stockholders

        Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement accounts, generally are
exempt from U.S. federal income taxation. Such entities, however, may be subject to taxation on their unrelated business taxable income
("UBTI"). While some investments in real estate may generate UBTI, the IRS has ruled that dividend distributions from a REIT to a tax-exempt
entity generally do not constitute UBTI. Based on that ruling, and provided that (1) a tax-exempt stockholder has not held our stock as "debt
financed property" within the meaning of the Internal Revenue Code (i.e., where the acquisition or holding of the property is financed through a
borrowing by the tax-exempt stockholder), and (2) our stock is not otherwise used in an unrelated trade or business, distributions that we make
and income from the sale of our stock generally should not give rise to UBTI to a tax-exempt stockholder.

        To the extent that we are (or a part of us, or a disregarded subsidiary of ours is) a TMP, or if we hold residual interests in a REMIC, a
portion of the dividends paid to a tax-exempt stockholder that is allocable to excess inclusion income may be treated as UBTI. If, however,
excess inclusion income is allocable to some categories of tax-exempt stockholders that are not subject to UBTI, we could be subject to
corporate level tax on such income, and, in that case, may reduce the amount of distributions to those stockholders whose ownership gave rise to
the tax. See "Taxation of Starwood Property Trust, Inc.�Taxable Mortgage Pools and Excess Inclusion Income." As required by IRS guidance, we
intend to notify our stockholders if a portion of a dividend paid by us is attributable to excess inclusion income.

        Tax-exempt stockholders that are social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts, and
qualified group legal services plans exempt from U.S. federal income taxation under Sections 501(c)(7), (c)(9), (c)(17) and (c)(20) of the
Internal Revenue Code are subject to different UBTI rules, which generally require such stockholders to characterize distributions that we make
as UBTI.

        In certain circumstances, a pension trust that owns more than 10% of our stock could be required to treat a percentage of the dividends as
UBTI, if we are a "pension-held REIT." We will not be a pension-held REIT unless (1) we are required to "look through" one or more of our
pension trust stockholders in order to satisfy the REIT closely held test and (2) either (i) one pension trust owns more than 25% of the value of
our stock, or (ii) one or more pension trusts, each individually holding more than 10% of the value of our stock, collectively owns more than
50% of the value of our stock. Certain restrictions on ownership and transfer of our stock generally should prevent a tax-exempt entity from
owning more than 10% of the value of our stock, and generally should prevent us from becoming a pension-held REIT.

Tax-exempt stockholders are urged to consult their tax advisors regarding the U.S. federal, state, local and foreign income and
other tax consequences of owning our stock.
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Other Tax Considerations

Legislative or Other Actions Affecting REITs

        The present U.S. federal income tax treatment of REITs may be modified, possibly with retroactive effect, by legislative, judicial or
administrative action at any time. The REIT rules are constantly under review by persons involved in the legislative process and by the IRS and
the U.S. Treasury Department which may result in statutory changes as well as revisions to regulations and interpretations. Changes to the U.S.
federal tax laws and interpretations thereof could adversely affect an investment in our stock.

State, Local and Foreign Taxes

        We and our subsidiaries and stockholders may be subject to state, local or foreign taxation in various jurisdictions, including those in which
we or they transact business, own property or reside. We may own properties located in numerous jurisdictions, and may be required to file tax
returns in some or all of those jurisdictions. Our state, local or foreign tax treatment and that of our stockholders may not conform to the U.S.
federal income tax treatment discussed above. We may pay foreign property taxes, and dispositions of foreign property or operations involving,
or investments in, foreign property may give rise to foreign income or other tax liability in amounts that could be substantial. Any foreign taxes
that we incur do not pass through to stockholders as a credit against their U.S. federal income tax liability. Prospective investors should consult
their tax advisors regarding the application and effect of state, local and foreign income and other tax laws on an investment in our stock.
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 SELLING STOCKHOLDERS

        Selling stockholders may use this prospectus in connection with resales of securities they hold as described in the applicable prospectus
supplement. Information about selling stockholders, where applicable, will be set forth in a prospectus supplement.
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 PLAN OF DISTRIBUTION

        We or any selling stockholder may sell the securities offered by this prospectus from time to time in one or more transactions, including
without limitation:

�
through underwriters or dealers;

�
directly to purchasers;

�
in a rights offering;

�
in "at the market" offerings, within the meaning of Rule 415(a)(4) of the Securities Act, to or through a market maker or into
an existing trading market on an exchange or otherwise;

�
through agents;

�
through a combination of any of these methods; or

�
through any other method permitted by applicable law and described in a prospectus supplement.

        The prospectus supplement with respect to any offering of securities will include the following information:

�
the terms of the offering;

�
the names of any underwriters or agents;

�
the name or names of any managing underwriter or underwriters;

�
the purchase price or initial public offering price of the securities;

�
the net proceeds from the sale of the securities;

�
any delayed delivery arrangements;

�
any underwriting discounts, commissions and other items constituting underwriters' compensation;

�
any discounts or concessions allowed or reallowed or paid to dealers;

�
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�
any securities exchange on which the securities may be listed.

Sale through Underwriters or Dealers

        If underwriters are used in the sale, the underwriters will acquire the securities for their own account. The underwriters may resell the
securities from time to time in one or more transactions, including negotiated transactions, at a fixed public offering price or at varying prices
determined at the time of sale. Underwriters may offer securities to the public either through underwriting syndicates represented by one or more
managing underwriters or directly by one or more firms acting as underwriters. Unless we inform you otherwise in the applicable prospectus
supplement, the obligations of the underwriters to purchase the securities will be subject to certain conditions, and the underwriters will be
obligated to purchase all of the offered securities if they purchase any of them. The underwriters may change from time to time any initial public
offering price and any discounts or concessions allowed or reallowed or paid to dealers.

        If we or any selling stockholder offers securities in a subscription rights offering to our existing stockholders, we or any selling stockholder
may enter into a standby underwriting agreement with dealers, acting as standby underwriters. We or any selling stockholder may pay the
standby underwriters
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a commitment fee for the securities they commit to purchase on a standby basis. If we or any selling stockholder does not enter into a standby
underwriting agreement, we or such selling stockholder may retain a dealer-manager to manage a subscription rights offering for us or such
selling stockholder.

        During and after an offering through underwriters, the underwriters may purchase and sell the securities in the open market. These
transactions may include overallotment and stabilizing transactions and purchases to cover syndicate short positions created in connection with
the offering. The underwriters may also impose a penalty bid, which means that selling concessions allowed to syndicate members or other
broker-dealers for the offered securities sold for their account may be reclaimed by the syndicate if the offered securities are repurchased by the
syndicate in stabilizing or covering transactions. These activities may stabilize, maintain or otherwise affect the market price of the offered
securities, which may be higher than the price that might otherwise prevail in the open market. If commenced, the underwriters may discontinue
these activities at any time.

        Some or all of the securities that we offer through this prospectus may be new issues of securities with no established trading market. Any
underwriters to whom we or any selling stockholder sells our securities for public offering and sale may make a market in those securities, but
they will not be obligated to do so and they may discontinue any market making at any time without notice. Accordingly, we cannot assure you
of the liquidity of, or continued trading markets for, any securities that we or any selling stockholder offers.

        If dealers are used in the sale of securities, we or any selling stockholder will sell the securities to them as principals. They may then resell
those securities to the public at fixed prices or at varying prices determined by the dealers at the time of resale. We will include in the applicable
prospectus supplement the names of the dealers and the terms of the transaction.

Direct Sales and Sales through Agents

        We or any selling stockholder may sell the securities directly. In this case, no underwriters or agents would be involved. We or any selling
stockholder may also sell the securities through agents designated by us or such selling stockholder from time to time. In the applicable
prospectus supplement, we will name any agent involved in the offer or sale of the offered securities, and we will describe any commissions
payable to the agent. Unless we inform you otherwise in the applicable prospectus supplement, any agent will agree to use its reasonable best
efforts to solicit purchases for the period of its appointment.

        We or any selling stockholder may sell the securities directly to institutional investors or others who may be deemed to be underwriters
within the meaning of the Securities Act with respect to any sale of those securities. We will describe the terms of any sales of these securities in
the applicable prospectus supplement.

At the Market Offerings

        We or any selling stockholder may also sell the securities offered by any applicable prospectus supplement in "at the market offerings"
within the meaning of Rule 415(a)(4) of the Securities Act, to or through a market maker or into an existing trading market, on an exchange or
otherwise.

Remarketing Arrangements

        Securities may also be offered and sold, if so indicated in the applicable prospectus supplement, in connection with a remarketing upon
their purchase, in accordance with a redemption or repayment pursuant to their terms, or otherwise, by one or more remarketing firms, acting as
principals for their own accounts or as agents for us. Any remarketing firm will be identified and the terms of its
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agreements, if any, with us or any selling stockholder and its compensation will be described in the applicable prospectus supplement.

Delayed Delivery Contracts

        If we so indicate in the applicable prospectus supplement, we or any selling stockholder may authorize agents, underwriters or dealers to
solicit offers from certain types of institutions to purchase securities from us or such selling stockholder at the public offering price under
delayed delivery contracts. These contracts would provide for payment and delivery on a specified date in the future. The contracts would be
subject only to those conditions described in the applicable prospectus supplement. The applicable prospectus supplement will describe the
commission payable for solicitation of those contracts.

General Information

        We or any selling stockholder may have agreements with the underwriters, dealers, agents and remarketing firms to indemnify them against
certain civil liabilities, including liabilities under the Securities Act, or to contribute with respect to payments that the underwriters, dealers,
agents or remarketing firms may be required to make. Underwriters, dealers, agents and remarketing firms may be customers of, engage in
transactions with or perform services for us or any selling stockholder in the ordinary course of their businesses.
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 LEGAL MATTERS

        Unless otherwise indicated in the applicable prospectus supplement, certain legal matters will be passed upon for us by Sidley Austin LLP,
New York, New York, and, with respect to matters of Maryland law, by Foley & Lardner LLP, Washington, D.C. In addition, the description of
U.S. federal income tax consequences contained in the section entitled "U.S. Federal Income Tax Considerations" is based on the opinion of
Sidley Austin LLP. If the validity of any securities is also passed upon by counsel for the underwriters, dealers or agents of an offering of those
securities, that counsel will be named in the applicable prospectus supplement.

 EXPERTS

        The consolidated financial statements and related financial statement schedules incorporated in this prospectus by reference from the
Company's Annual Report on Form 10-K and the effectiveness of the Company's internal control over financial reporting have been audited by
Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports, which are incorporated herein by reference.
Such consolidated financial statements and financial statement schedules have been so incorporated in reliance upon the reports of such firm
given upon their authority as experts in accounting and auditing.

 WHERE YOU CAN FIND MORE INFORMATION

        We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any of these
documents at the SEC's Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may also read and copy any of these
documents at the New York Stock Exchange's office at 20 Broad Street, New York, New York 10005. You 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. In addition, copies of our SEC filings are available free of charge through our website
(www.starwoodpropertytrust.com) as soon as reasonably practicable after filing with the SEC. The information contained on our website is not
part of, or incorporated by reference into, this prospectus.

        This prospectus is only part of a registration statement on Form S-3 we have filed with the SEC under the Securities Act and therefore
omits some of the information contained in the registration statement. We have also filed exhibits and schedules to the registration statement
which are excluded from this prospectus, and you should refer to the applicable exhibit or schedule for a complete description of any statement
referring to any contract or other document. You may inspect or obtain a copy of the registration statement, including the exhibits and schedules,
as described in the previous paragraph.
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 DOCUMENTS INCORPORATED BY REFERENCE

        SEC rules allow us to incorporate by reference information into this prospectus. This means that we can disclose important information to
you by referring you to another document. Any information referred to in this way is considered part of this prospectus from the date we file that
document. Any reports filed by us with the SEC after the date of this prospectus and before the date that the offering of securities by means of
this prospectus is terminated will automatically update and, where applicable, supersede any information contained in this prospectus or
incorporated by reference into this prospectus. We incorporate by reference into this prospectus the following documents or information filed
with the SEC (other than, in each case, documents or information deemed to have been furnished and not filed in accordance with SEC rules):

�
our Annual Report on Form 10-K for the fiscal year ended December 31, 2015;

�
our Definitive Proxy Statement on Schedule 14A filed on April 1, 2016; and

�
the description of our common stock included in our registration statement on Form 8-A filed on August 7, 2009.

        All documents that we file (but not those that we furnish) pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act on or after the
date of this prospectus and prior to the termination of the offering of any of the securities covered under this prospectus shall be deemed to be
incorporated by reference into this prospectus and will automatically update and supersede the information in this prospectus, the applicable
prospectus supplement and any previously filed documents.

        We will provide without charge to each person, including any beneficial owner, to whom this prospectus is delivered, upon his or her
written or oral request, a copy of any or all documents referred to above that have been or may be incorporated by reference into this prospectus,
excluding exhibits to those documents unless they are specifically incorporated by reference into those documents. Requests for those
documents should be directed to us as follows: Starwood Property Trust, Inc., 591 West Putnam Avenue, Greenwich, Connecticut 06830,
Attention: Investor Relations, Telephone: (203) 422-7700.
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 PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

 Item 14.    Other Expenses of Issuance and Distribution.

        The following table sets forth the costs and expenses expected to be incurred in connection with the sale and distribution of the securities
being registered, all of which are being borne by the registrant.

SEC Registration Fee $         *
Printing Expenses         **
Accounting Fees and Expenses         **
Legal Fees and Expenses         **
Fees and Expenses of the Trustee         **
Miscellaneous Expenses         **
    
Total $         **
    
   
    

*
In accordance with Rule 456(b) and as set forth in footnote (3) to the "Calculation of Registration Fee" table on the front cover page of
this registration statement, we are deferring payment of the registration fee for the securities, except for fees of $59,741.15 which were
paid on May 27, 2014 relating to $463,828,785 of unsold securities covered by registration statement on Form S-3 (No. 333-186561)
that is included in this registration statement in accordance with Rule 415(a)(6) under the Securities Act.

**
These fees and expenses depend on the securities offered and the number of issuances, and accordingly cannot be estimated at this
time.

 Item 15.    Indemnification of Directors and Officers.

        Maryland law permits a Maryland corporation to include in its charter a provision limiting the liability of its directors and officers to the
corporation and its stockholders for money damages except for liability resulting from (1) actual receipt of an improper benefit or profit in
money, property or services or (2) active and deliberate dishonesty established by a final judgment as being material to the cause of action. Our
charter contains such a provision that eliminates such liability to the maximum extent permitted by Maryland law.

        The MGCL requires a Maryland corporation (unless its charter provides otherwise, which our charter does not) to indemnify a director or
officer who has been successful, on the merits or otherwise, in the defense of any proceeding to which he is made or threatened to be made a
party by reason of his service in that capacity. The MGCL permits a corporation to indemnify its present and former directors and officers,
among others, against judgments, penalties, fines, settlements and reasonable expenses actually incurred by them in connection with any
proceeding to which they may be made or threatened to be made a party by reason of their service in those or other capacities unless it is
established that:

�
the act or omission of the director or officer was material to the matter giving rise to the proceeding and (1) was committed
in bad faith or (2) was the result of active and deliberate dishonesty;

�
the director or officer actually received an improper personal benefit in money, property or services; or

�
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        However, under the MGCL, a Maryland corporation may not indemnify a director or officer in a suit by or in the right of the corporation in
which the director or officer was adjudged liable on the basis that personal benefit was improperly received. A court may order indemnification
if it determines that the director or officer is fairly and reasonably entitled to indemnification, even though the director or officer did not meet the
prescribed standard of conduct or was adjudged liable on the basis that personal benefit was improperly received. However, indemnification for
an adverse judgment in a suit by us or in our right, or for a judgment of liability on the basis that personal benefit was improperly received, is
limited to expenses.

        In addition, the MGCL permits a corporation to advance reasonable expenses to a director or officer upon the corporation's receipt of:

�
a written affirmation by the director or officer of his or her good faith belief that he or she has met the standard of conduct
necessary for indemnification by the corporation; and

�
a written undertaking by the director or officer or on the director's or officer's behalf to repay the amount paid or reimbursed
by the corporation if it is ultimately determined that the director or officer did not meet the standard of conduct.

        Our charter authorizes us to obligate ourselves and our bylaws obligate us, to the fullest extent permitted by Maryland law in effect from
time to time, to indemnify and, without requiring a preliminary determination of the ultimate entitlement to indemnification, pay or reimburse
reasonable expenses in advance of final disposition of a proceeding to:

�
any present or former director or officer who is made or threatened to be made a party to the proceeding by reason of his or
her service in that capacity; or

�
any individual who, while a director or officer of our company and at our request, serves or has served another corporation,
REIT, partnership, joint venture, trust, employee benefit plan or any other enterprise as a director, officer, partner or trustee
of such corporation, REIT, partnership, joint venture, trust, employee benefit plan or other enterprise and who is made or
threatened to be made a party to the proceeding by reason of his or her service in that capacity.

        Our charter and bylaws also permit us to indemnify and advance expenses to any person who served a predecessor of ours in any of the
capacities described above and to any personnel or agent of our company or a predecessor of our company.

        Additionally, we have entered into indemnification agreements with each of our directors and executive officers that provide for
indemnification to the maximum extent permitted by Maryland law.

        Insofar as the foregoing provisions permit indemnification of directors, officers or persons controlling us for liability arising under the
Securities Act, we have been informed that, in the opinion of the SEC, this indemnification is against public policy as expressed in the Securities
Act and is therefore unenforceable.

 Item 16.    Exhibits and Financial Statement Schedules.

Exhibit
Number Description

1.1* Form of Underwriting Agreement

4.1 Articles of Amendment and Restatement of Starwood Property Trust, Inc. (incorporated by reference to Exhibit 3.1 of the
Company's Quarterly Report on Form 10-Q filed November 16, 2009)

4.2 Amended and Restated Bylaws of Starwood Property Trust, Inc. (incorporated by reference to Exhibit 3.1 of the Company's Current
Report on Form 8-K filed March 17, 2014)
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Exhibit
Number Description

4.3* Articles Supplementary with respect to any shares of preferred stock issued pursuant to this registration statement

4.4* Form of Warrant Agreement

4.5* Form of Warrant

4.6 Indenture for Senior Debt Securities, dated as of February 15, 2013, between the Company and The Bank of New York Mellon, as
trustee

4.7 First Supplemental Indenture, dated as of February 15, 2013, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed February 15, 2013)

4.8 Second Supplemental Indenture, dated as of July 3, 2013, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed July 3, 2013)

4.9 Third Supplemental Indenture, dated as of October 8, 2014, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed October 8, 2014)

4.10* Form of Debt Security

5.1 Opinion of Sidley Austin LLP

5.2 Opinion of Foley & Lardner LLP

8.1 Opinion of Sidley Austin LLP as to certain tax matters

12.1 Statement of computation of ratios of earnings to fixed charges

12.2 Statement of computation of ratios of earnings to combined fixed charges and preferred stock dividends

23.1 Consent of Deloitte & Touche LLP, independent registered public accounting firm for the Company

23.2 Consent of Sidley Austin LLP (included in Exhibit 5.1)

23.3 Consent of Foley & Lardner LLP (included in Exhibit 5.2)

23.4 Consent of Sidley Austin LLP (included in Exhibit 8.1)

24.1 Power of Attorney (included on the signature page to this registration statement)

25.1 Form T-1 Statement of Eligibility under the Trust Indenture Act of The Bank of New York Mellon

*
To be filed either by amendment or as an exhibit to a report filed under the Exchange Act and incorporated herein by reference.

 Item 17.    Undertakings.

        (a)   The undersigned registrant hereby undertakes:

        (1)   To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
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         (ii)  To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in
the information set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of
securities offered (if the total dollar value of securities offered would not exceed that which was registered) and any
deviation from the low or high end of the estimated maximum offering range may be reflected in the form of prospectus
filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more
than 20% change in the maximum aggregate offering price set forth in the "Calculation of Registration Fee" table in the
effective registration statement.

        (iii)  To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement;

provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) of this Section do not apply if the information required to be
included in a post-effective amendment by those paragraphs is contained in reports filed with or furnished to the Commission by the
registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the
registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of the registration statement.

        (2)   That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall
be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

        (3)   To remove from registration by means of a post-effective amendment any of the securities being registered which remain
unsold at the termination of the offering.

        (4)   That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:

          (i)  Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

         (ii)  Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5) or (b)(7) as part of a registration statement
in reliance on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the purpose of providing
the information required by Section 10(a) of the Securities Act of 1933 shall be deemed to be part of and included in the
registration statement as of the earlier of the date such form of prospectus is first used after effectiveness or the date of the
first contract of sale of securities in the offering described in the prospectus. As provided in Rule 430B, for liability purposes
of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a new effective date of the
registration statement relating to the securities in the registration statement to which the prospectus relates, and the offering
of such securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no
statement made in a registration statement or prospectus that is part of the registration statement or made in a document
incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of the registration
statement will, as to a purchaser with a time of contract of sale prior to such effective date, supersede or modify any
statement that was made in the registration statement or prospectus that was part of the registration statement or made in any
such document immediately prior to such effective date.
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        (5)   That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial
distribution of the securities, the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant
pursuant to this registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the
securities are offered or sold to such purchaser by means of any of the following communications, the undersigned registrant will be a
seller to the purchaser and will be considered to offer or sell such securities to such purchaser:

          (i)  Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;

         (ii)  Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used
or referred to by the undersigned registrant;

        (iii)  The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and

        (iv)  Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

        (b)   The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each
filing of the registrant's annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 that is incorporated by
reference in the registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

        (c)   The undersigned registrant hereby undertakes to supplement the prospectus, after the expiration of the subscription period, to set forth
the results of the subscription offer, the transactions by the underwriters during the subscription period, the amount of unsubscribed securities to
be purchased by the underwriters, and the terms of any subsequent reoffering thereof. If any public offering by the underwriters is to be made on
terms differing from those set forth on the cover page of the prospectus, a post-effective amendment will be filed to set forth the terms of such
offering.

        (d)   Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities
and Exchange Commission such indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In the event
that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director,
officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has been
settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public
policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
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 SIGNATURES

        Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all
of the requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in the city of Greenwich, State of Connecticut, on April 1, 2016.

STARWOOD PROPERTY TRUST, INC.

By: /s/ RINA PANIRY

Name: Rina Paniry
Title: Chief Financial Officer, Treasurer, Chief Accounting

Officer and Principal Financial Officer

 POWER OF ATTORNEY

        Each person whose signature appears below constitutes and appoints Barry S. Sternlicht, Rina Paniry and Andrew J. Sossen, and each of
them acting individually, as his or her attorney-in-fact, for him or her in any and all capacities, to sign any amendments to this registration
statement, including post-effective amendments, and to file the same, with exhibits thereto and other documents in connection therewith, with
the Securities and Exchange Commission, hereby ratifying and confirming all that each attorney-in-fact, or his or her substitute, may do or cause
to be done by virtue hereof.

        Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the
capacities and on the dates indicated.

Signature Title Date

/s/ BARRY S. STERNLICHT

Barry S. Sternlicht

Chief Executive Officer and Chairman of the Board of
Directors (Principal Executive Officer) April 1, 2016

/s/ RINA PANIRY

Rina Paniry

Chief Financial Officer, Treasurer, Chief Accounting
Officer and Principal Financial Officer April 1, 2016

/s/ RICHARD D. BRONSON

Richard D. Bronson
Director April 1, 2016

/s/ JEFFREY G. DISHNER

Jeffrey G. Dishner
Director April 1, 2016
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Signature Title Date

/s/ CAMILLE J. DOUGLAS

Camille J. Douglas
Director April 1, 2016

/s/ SOLOMON J. KUMIN

Solomon J. Kumin
Director April 1, 2016

/s/ STRAUSS ZELNICK

Strauss Zelnick
Director April 1, 2016
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 EXHIBIT INDEX

Exhibit
Number Description

1.1* Form of Underwriting Agreement

4.1 Articles of Amendment and Restatement of Starwood Property Trust, Inc. (incorporated by reference to Exhibit 3.1 of the
Company's Quarterly Report on Form 10-Q filed November 16, 2009)

4.2 Amended and Restated Bylaws of Starwood Property Trust, Inc. (incorporated by reference to Exhibit 3.1 of the Company's Current
Report on Form 8-K filed March 17, 2014)

4.3* Articles Supplementary with respect to any shares of preferred stock issued pursuant to this registration statement

4.4* Form of Warrant Agreement

4.5* Form of Warrant

4.6 Indenture for Senior Debt Securities, dated as of February 15, 2013, between the Company and The Bank of New York Mellon, as
trustee

4.7 First Supplemental Indenture, dated as of February 15, 2013, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed February 15, 2013)

4.8 Second Supplemental Indenture, dated as of July 3, 2013, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed July 3, 2013)

4.9 Third Supplemental Indenture, dated as of October 8, 2014, between the Company and The Bank of New York Mellon, as trustee
(incorporated by reference to Exhibit 4.2 of the Company's Current Report on Form 8-K filed October 8, 2014)

4.10* Form of Debt Security

5.1 Opinion of Sidley Austin LLP

5.2 Opinion of Foley & Lardner LLP

8.1 Opinion of Sidley Austin LLP as to certain tax matters

12.1 Statement of computation of ratios of earnings to fixed charges

12.2 Statement of computation of ratios of earnings to combined fixed charges and preferred stock dividends

23.1 Consent of Deloitte & Touche LLP, independent registered public accounting firm for the Company

23.2 Consent of Sidley Austin LLP (included in Exhibit 5.1)

23.3 Consent of Foley & Lardner LLP (included in Exhibit 5.2)

23.4 Consent of Sidley Austin LLP (included in Exhibit 8.1)

24.1 Power of Attorney (included on the signature page to this registration statement)

25.1 Form T-1 Statement of Eligibility under the Trust Indenture Act of The Bank of New York Mellon
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