STARWOOD REAL ESTATE INCOME TRUST, INC.
SUPPLEMENT NO. 5 DATED APRIL 1, 2020
TO THE PROSPECTUS DATED FEBRUARY 3, 2020

This prospectus supplement (“Supplement”) is part of and should be read in conjunction with the prospectus of
Starwood Real Estate Income Trust, Inc., dated February 3, 2020 (as supplemented to date, the “Prospectus”).
Unless otherwise defined herein, capitalized terms used in this Supplement shall have the same meanings as in
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the Prospectus. References herein to the “Company,” “we,” “us,” or “our” refer to Starwood Real Estate Income
Trust, Inc. and its subsidiaries unless the context specifically requires otherwise.
The purpose of this Supplement No. 5 is to disclose:

e an update to the “Experts” section of the Prospectus; and

* our Annual Report on Form 10-K for the period ended December 31, 2019.

Experts
The disclosure appearing in the “Experts” section of our Prospectus is supplemented with the following:

The financial statements included in this Prospectus from Starwood Real Estate Income Trust, Inc.’s Annual
Report on Form 10-K for the year ended December 31, 2019, have been audited by Deloitte & Touche LLP, an
independent registered public accounting firm, as stated in their report appearing herein. Such financial
statements are included in reliance upon the report of such firm given upon their authority as experts in
accounting and auditing.

Annual Report on Form 10-K
The prospectus is hereby supplemented with our Annual Report on Form 10-K, excluding exhibits, for the year
ended December 31, 2019, that was filed with the SEC on March 20, 2020, a copy of which is attached to this

Supplement No. 5 as Appendix A.
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Appendix A
Annual Report on Form 10-K for the Year Ended December 31, 2019

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 FOR
THE FISCAL YEAR ENDED DECEMBER 31, 2019

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number 000-56046
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AEAL FATATE INCOME TRUST

STARWOOD REAL ESTATE INCOME TRUST, INC.

(Exact name of Registrant as specified in Governing Instruments)

1601 Washington Avenue, Suite 800

Maryland Miami Beach, FL 33139 82-2023409
(State or other jurisdiction of (Address of principal executive offices) (Zip Code) (LR.S. Employer
incorporation or organization) Identification No.)

Registrant’s telephone number, including area code: (305) 695-5500
Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act:

Title of Each Class
Class T Common Stock, $0.01 par value per share
Class S Common Stock, $0.01 par value per share
Class D Common Stock, $0.01 par value per share
Class I Common Stock, $0.01 par value per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes [ ] No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [ ] No

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

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405
of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
such files). Yes No []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or

an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging

growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [ ] Accelerated filer ]

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

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

The aggregate market value of the common stock held by non-affiliates of the registrant: No established market exists for the registrant’s common
stock. As of March 20, 2020, the issuer had the following shares outstanding: 2,016,251 shares of Class T common stock, 35,762,788 shares of
Class S common stock, 2,293,273 shares of Class D common stock and 25,066,651 shares of Class I common stock.
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PART L.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Exchange Act of 1934, as
amended (the “Exchange Act”). Forward-looking statements include statements about our business, including, in
particular, statements about our plans, strategies and objectives. Forward-looking statements can generally be
identified by our use of forward-looking terminology such as “may,” “will,” “expect,” “intend,” “anticipate,”
“estimate,” “believe,” “continue” or other similar words. These statements include our plans and objectives for
future operations, including plans and objectives relating to future growth and availability of funds, and are based
on current expectations that involve numerous risks and uncertainties. Assumptions relating to these statements
involve judgments with respect to, among other things, future economic, competitive and market conditions and
future business decisions, all of which are difficult or impossible to accurately predict and many of which are

beyond our control.

Although we believe the assumptions underlying the forward-looking statements, and the forward-looking
statements themselves, are reasonable, any of the assumptions could be inaccurate and, therefore, there can be no
assurance that these forward-looking statements will prove to be accurate and our actual results, performance and
achievements may be materially different from that expressed or implied by these forward-looking statements. In
light of the significant uncertainties inherent in these forward looking statements, the inclusion of this
information should not be regarded as a representation by us or any other person that our objectives and plans,
which we consider to be reasonable, will be achieved.

You should carefully review Item 1A — “Risk Factors” section of this Annual Report on Form 10-K for a
discussion of the risks and uncertainties that we believe are material to our business, operating results, prospects
and financial condition. Except as otherwise required by federal securities laws, we do not undertake to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise.

ITEM 1. BUSINESS
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References herein to “Starwood Real Estate Income Trust,” “Company,” “we,” “us,” or “our” refer to Starwood
Real Estate Income Trust, Inc., a Maryland corporation, and its subsidiaries unless the context specifically
requires otherwise.

General Description of Business and Operations

Starwood Real Estate Income Trust, Inc. was formed on June 22, 2017 as a Maryland corporation and intends to
qualify as a real estate investment trust (“REIT”) for U.S. federal income tax purposes commencing with the
taxable year ending December 31, 2019. We are organized to invest primarily in stabilized, income-oriented
commercial real estate and debt secured by commercial real estate. Our portfolio is expected to be principally
comprised of properties and debt secured by properties located in the United States but may also be diversified
on a global basis through the acquisition of properties, and debt secured by properties, outside of the United
States, with a focus on Europe. To a lesser extent, we will invest in real estate-related securities. We are the sole
general partner of Starwood REIT Operating Partnership, L.P., a Delaware limited partnership (the “Operating
Partnership”). Starwood REIT Special Limited Partner, L.L.C. (the “Special Limited Partner”), a wholly owned
subsidiary of Starwood Capital Group Holdings, L.P. (the “Sponsor” or “Starwood Capital”), owns a special
limited partner interest in the Operating Partnership. Substantially all of our business is conducted through the
Operating Partnership. We and the Operating Partnership are externally managed by Starwood REIT Advisors,
L.L.C. (the “Advisor”), an affiliate of the Sponsor.

Our board of directors will at all times have oversight and policy-making authority over us, including
responsibility for governance, financial controls, compliance and disclosure with respect to the Operating
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Partnership. Pursuant to an advisory agreement among the Advisor, the Operating Partnership and us (the
“Advisory Agreement”), however, we have delegated to the Advisor the authority to source, evaluate and
monitor our investment opportunities and make decisions related to the acquisition, management, financing and
disposition of our assets, in accordance with our investment objectives, guidelines, policies and limitations,
subject to oversight by our board of directors.

We have registered with the Securities and Exchange Commission (the “SEC”) an offering of up to $5.0 billion
in shares of common stock (in any combination of purchases of Class S, Class T, Class D and Class I shares of
our common stock), consisting of up to $4.0 billion in shares in our primary offering and up to $1.0 billion in
shares pursuant to its distribution reinvestment plan (the “Offering”). The share classes have different upfront
selling commissions and ongoing stockholder servicing fees. As of December 21, 2018, we satisfied the
minimum offering requirement and our board of directors authorized the release of proceeds from escrow. We
intend to continue selling shares in the Offering on a monthly basis. Starwood Capital, L.L.C. (the “Dealer
Manager”), an affiliate of the Advisor, serves as the exclusive dealer manager for the Offering.

As of December 31, 2019, we owned 71 investments in real estate, one investment in an unconsolidated real
estate venture and had 75 positions in real estate-related securities. We currently operate in six reportable
segments: Multifamily, Hotel, Industrial, Office, Other and Real Estate-Related Securities.

As of March 20, 2020, we had received net proceeds of $1.4 billion from selling an aggregate of 64,867,752
shares of our common stock (consisting of 2,020,916 Class T shares, 35,793,975 Class S shares, 2,295,861
Class D shares, and 24,757,000 Class I shares). We have primarily used the net proceeds to make investments in
real estate and real estate-related securities.

Investment Objectives
Our investment objectives are to invest in assets that will enable us to:

e provide current income in the form of regular, stable cash distributions to achieve an attractive
distribution yield;

» preserve and protect invested capital;

* realize appreciation in net asset value (“NAV”) from proactive investment management and asset
management; and

e provide an investment alternative for stockholders seeking to allocate a portion of their long-term
investment portfolios to commercial real estate with lower volatility than public real estate companies.

Review of our Policies

Our independent directors have reviewed our policies and determined that they are in the best interests of our
stockholders. Set forth below is a discussion of the basis for such determination.

Investment Strategy

Our investment strategy seeks to capitalize on Starwood Capital’s scale and the real-time information provided
by its real estate holdings to identify and acquire our target investments at attractive pricing. We also seek to
benefit from Starwood Capital’s reputation and ability to transact in scale with speed and certainty, and its long-
standing and extensive relationships in the real estate industry. Founded in 1991, Starwood Capital is generally
regarded as one of the world’s leading private real estate investment firms, with over $60 billion in assets under
management as of September 30, 2019. It has sponsored 15 private opportunistic real estate funds, 14
co-investment entities and eight public companies since its inception. Our objective is to bring Starwood
Capital’s leading real estate investment platform with an institutional fee structure to the non-listed REIT
industry.



Our investment strategy is primarily to acquire stabilized, income-oriented commercial real estate and debt
secured by commercial real estate. Our portfolio principally will be comprised of properties, and debt secured by
properties, located in the United States but may also be diversified on a global basis through investments in
properties and debt secured by properties, outside of the United States, with a focus on Europe. To a lesser
extent, and subject to the investment limitations described herein, we also may invest in real estate-related
securities to provide a source of liquidity for our share repurchase plan, cash management and other purposes.

We believe that our structure as a perpetual-life REIT will allow us to acquire and manage our investment
portfolio in a more active and flexible manner. We do not have a pre-determined operational period or the need
to provide a “liquidity” event, potentially in an unfavorable market, at the end of that period.

Investments in Properties and Debt Secured by Properties

To execute our investment strategy, we intend to continue to invest primarily in stabilized, income-oriented
commercial real estate and debt secured by commercial real estate. Our portfolio principally will be comprised of
properties, and debt secured by properties, located in the United States but may also be diversified on a global
basis through investments in properties and debt secured by properties, outside of the United States, with a focus
on Europe. These may include multifamily, office, hotel, industrial and retail assets, as well as other property
types, including, without limitation, medical office, student housing, senior living, data centers, manufactured
housing and storage properties. We may also acquire assets that require some amount of capital investment in
order to be renovated or repositioned. We generally will limit investment in new developments on a standalone
basis, but we may consider development that is ancillary to an overall investment.

We do not designate specific sector allocations for the portfolio; rather we invest in markets or asset classes
where we see the best opportunities that support our investment objectives.

Investments in Real Estate-Related Securities

Our real estate-related securities investments focus on public and private real estate debt, including, but not
limited to, commercial mortgage-backed securities (“CMBS”), residential mortgage-backed securities
(“RMBS”), mortgages, loans, mezzanine and other forms of debt, and may also include preferred equity.
Additionally, while we do not intend to make open market purchases of common stock in public equity REITs or
other companies focused on owning real property, we may make such investments in companies with mortgages
as one of their core businesses.

Our real estate-related securities strategy will help maintain liquidity to satisfy any stock repurchases and manage
cash before investing subscription proceeds while also seeking attractive investment return.

Borrowing Policies

We intend to continue to use financial leverage to provide additional funds to support our investment activities.
This allows us to make more investments than would otherwise be possible, resulting in a broader portfolio.
Subject to the limitation on indebtedness for money borrowed in our charter described below, our target leverage
ratio after our ramp-up period is in the range of approximately 60% of our gross real estate assets (measured
using the greater of fair market value and cost of gross real estate assets, including equity in our real estate-
related debt and real estate-related securities portfolios), inclusive of property-level and entity-level debt net of
cash, but excluding debt on our real estate-related securities and real estate-related debt portfolios. Indebtedness
incurred (i) in connection with funding a deposit in advance of the closing of an investment or (ii) as other
working capital advances, will not be included as part of the calculation above. Furthermore, the refinancing of
any amount of existing indebtedness will not be deemed to constitute incurrence of new indebtedness so long as
no additional amount of net indebtedness is incurred in connection therewith (excluding the amount of
transaction expenses associated with such refinancing).



Our real estate-related securities portfolio may have embedded leverage, including through the use of repurchase
agreements and derivatives, including, but not limited to, total return swaps, securities lending arrangements and
credit default swaps. During our ramp-up period, as well as during times of increased investment and capital
market activity, but subject to the limitation on indebtedness for money borrowed in our charter described below,
we may employ greater leverage in order to build a broader portfolio of assets. We may leverage our portfolio by
assuming or incurring secured or unsecured property-level or entity-level debt.

Under our charter, we have a limitation that precludes us from borrowing in excess of 300% of our net assets,
which approximates borrowing 75% of the cost of our investments (unless a majority of our independent
directors approves any borrowing in excess of the limit and we disclose the justification for doing so to our
stockholders), but such restriction does not restrict the amount of indebtedness we may incur with respect to any
single investment.

Our Taxation as a REIT

We intend to make an election to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue
Code (the “Code””) commencing with our taxable year ending December 31, 2019. If we qualify for taxation as a
REIT, we generally will not be subject to federal corporate income tax on our taxable income that we timely
distribute to our stockholders. Even if we qualify for taxation as a REIT, we may be subject to certain state and
local taxes on our income and property, and federal income and excise taxes in certain circumstances, including
on our undistributed taxable income.

In anticipation of our REIT election, we have formed wholly-owned subsidiaries to function as taxable REIT
subsidiaries (“TRSs”). In general, a TRS may perform additional services for our tenants and generally may
engage in any real estate or non-real estate-related business other than management or operation of a lodging
facility or a health care facility. The TRSs will be subject to taxation at the federal, state and local levels, as
applicable. We will account for applicable income taxes by utilizing the asset and liability method. As such, we
will record deferred tax assets and liabilities for the future tax consequences resulting from the difference
between the carrying value of existing assets and liabilities and their respective tax basis. A valuation allowance
for deferred tax assets is provided if we believe all or some portion of the deferred tax asset may not be realized.

Environmental Matters

As an owner of real estate, we are subject to various environmental laws of federal, state and local governments.
Compliance with federal, state and local environmental laws has not had a material, adverse effect on our
business, assets, results of operations, financial condition and ability to pay distributions, and we do not believe
that our existing portfolio will require us to incur material expenditures to comply with these laws and
regulations.

Competition

We face competition from various entities for investment opportunities in properties, including other REITs,
pension funds, insurance companies, investment funds and companies, partnerships and developers. In addition
to third-party competitors, other programs sponsored by the Advisor and its affiliates, particularly those with
investment strategies that overlap with ours, may seek investment opportunities under Starwood Capital’s
prevailing policies and procedures. Many of these entities may have greater access to capital to acquire properties
than we have.

In the face of this competition, we have access to our Advisor’s and Sponsor’s professionals and their industry
expertise and relationships, which we believe provide us with a competitive advantage and help us source,
evaluate and compete for potential investments. We believe these relationships will enable us to compete more
effectively for attractive investment opportunities. However, we may not be able to achieve our business goals or
expectations due to the competitive risks that we face. For additional information concerning these competitive
risks, see Item 1A—“Risk Factors—General Risks Related to Investments in Real Estate.”
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Employees

We have no employees. Our operations are conducted by the Advisor.

Conflicts of Interest

We are subject to conflicts of interest arising out of our relationship with Starwood Capital, including the
Adpvisor and its affiliates. See Item 1A — “Risk Factors — Risks Related to Conflicts of Interest.”

Available Information

Stockholders may obtain copies of our filings with the SEC, free of charge from the website maintained by the
SEC at www.sec.gov or from our website at www.starwoodnav.reit.

We are providing the address to our website solely for the information of investors. The information on our
website is not a part of, nor is it incorporated by reference into this report. From time to time, we may use our
website as a distribution channel for material information about our Company.

ITEM 1A. RISK FACTORS

You should specifically consider the following material risks in addition to the other information contained in
this Annual Report on Form 10-K. The occurrence of any of the following risks might have a material adverse
effect on our business and financial condition. The risks and uncertainties discussed below are not the only ones
we face, but do represent those risks and uncertainties that we believe are most significant to our business,
operating results, financial condition, prospects and forward-looking statements. As used herein, the term “you”
refers to our current stockholders or potential investors in our common stock, as applicable.

Risks Related to Our Organizational Structure

We have a limited operating history and there is no assurance that we will be able to successfully achieve our
investment objectives.

We are a newly formed entity with a limited operating history and may not be able to achieve our investment
objectives. We cannot assure you that the past experiences of affiliates of the Advisor will be sufficient to allow
us to successfully achieve our investment objectives. As a result, an investment in our shares of common stock
may entail more risk than the shares of common stock of a REIT with a substantial operating history.

We have held our current investments for only a short period of time and our stockholders do not have the
opportunity to evaluate our future investments before we make them, which makes an investment in our
common stock more speculative.

We have held our current investments for a limited period of time, and thus, we are not able to provide any
information relating to any future properties or real estate-related securities that we may acquire. Because we
have not held our current investments for a long period of time, it may be difficult for investors to evaluate our
success in achieving our investment objectives. We will seek to invest substantially all of the future net offering
proceeds from the Offering, after the payment of fees and expenses, in the acquisition of or investment in
interests in properties, real estate-related debt and real estate-related securities. However, because investors are
unable to evaluate the economic merit of our future investments before we make them, investors will have to rely
entirely on the ability of the Advisor to select suitable and successful investment opportunities. Furthermore, the
Adpvisor has broad discretion in selecting the types of properties we will invest in and the tenants of those
properties, and investors will not have the opportunity to evaluate potential investments. These factors increase
the risk that an investment in our common stock may not generate returns comparable to other real estate
investment alternatives.



We are dependent on Starwood Capital and its affiliates, including the Advisor, and their key personnel who
provide services to us through the advisory agreement, and we may not find a suitable replacement for the
Advisor if the advisory agreement is terminated, or for these key personnel if they leave Starwood Capital or
otherwise become unavailable to us.

We have no separate facilities and are completely reliant on the Advisor. Our officers, including our Chief
Executive Officer, Chief Financial Officer and Secretary are executive officers of Starwood Capital. The Advisor
has significant discretion as to the implementation of our investment and operating policies and strategies.
Accordingly, we believe that our success will depend to a significant extent upon the efforts, experience,
diligence, skill and network of business contacts of the officers and key personnel of the Advisor. The officers
and key personnel of the Advisor will evaluate, negotiate, close and monitor our investments; therefore, our
success will depend on their continued service. The departure of any of the officers or key personnel of the
Adpvisor could have a material adverse effect on our performance.

The Advisor is not obligated to dedicate any specific personnel exclusively to us. In addition, none of our officers
or the officers of the Advisor are obligated to dedicate any specific portion of their time to our business. Each of
them has significant responsibilities for the Other Starwood Accounts. “Other Starwood Accounts” refers to
investment funds, REITs, vehicles, accounts, products and other similar arrangements sponsored, advised or
managed by Starwood Capital, whether currently in existence or subsequently established (in each case,
including any related successor funds, alternative vehicles, supplemental capital vehicles, surge funds, over-flow
funds, co-investment vehicles and other entities formed in connection with Starwood Capital or its affiliates
side-by-side or additional general partner investments with respect thereto). As a result, these individuals may
not always be able to devote sufficient time to the management of our business. Further, when there are turbulent
conditions in the real estate markets or distress in the credit markets, the attention of the Advisor’s personnel and
our executive officers and the resources of Starwood Capital will also be required by the Other Starwood
Accounts. In such situations, we may not receive the level of support and assistance that we may receive if we
were internally managed.

In addition, we offer no assurance that Starwood REIT Advisors, L.L.C. will remain the Advisor or that we will
continue to have access to Starwood Capital’s officers and key personnel. In particular, the loss of the services of
Mr. Barry S. Sternlicht, our Sponsor’s founder, could adversely affect our performance. On November 12, 2019
we renewed the advisory agreement among the Operating Partnership, the Advisor and us for an additional
one-year period ending December 15, 2020 and the Advisory agreement is expected to be renewed annually
thereafter for additional one-year terms. If the advisory agreement is terminated and no suitable replacement is
found, we may not be able to execute our business plan.

Finally, there is no guarantee (i) that the Advisor will succeed in implementing our investment objectives or
strategy or in identifying investments that are in accordance with Starwood Capital’s investment philosophy or
(ii) that historical trends of prior programs sponsored by Starwood Capital will continue during the life of our
operations.

The Advisor manages our portfolio pursuant to very broad investment guidelines and generally is not required
to seek the approval of our board of directors for each investment, financing or asset allocation decision made
by it, which may result in our making riskier investments and which could adversely affect our results of
operations and financial condition.

Our board of directors approved very broad investment guidelines that delegate to the Advisor the authority to
execute acquisitions and dispositions of real estate properties, real estate-related debt and real estate-related
securities on our behalf, in each case so long as such investments are consistent with the investment guidelines
and our charter. There can be no assurance that the Advisor will be successful in applying any strategy or
discretionary approach to our investment activities. Our board of directors reviews our investment guidelines on
an annual basis (or more often as it deems appropriate) and reviews our investment portfolio periodically. The
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prior approval of our board of directors or a committee of independent directors will be required only as set forth
in our charter (including for transactions with affiliates of the Advisor) or for the acquisition or disposition of
assets that are not in accordance with our investment guidelines. In addition, in conducting periodic reviews, our
directors will rely primarily on information provided to them by the Advisor. Furthermore, transactions entered
into on our behalf by the Advisor may be costly, difficult or impossible to unwind when they are subsequently
reviewed by our board of directors.

There is no public trading market for shares of our common stock; therefore, stockholders’ ability to dispose
of their shares will likely be limited to repurchase by us. If a stockholder sells such shares to us, such
stockholder may receive less than the price paid.

There is no current public trading market for shares of our common stock, and we do not expect that such a
market will ever develop. Therefore, repurchase of shares by us will likely be the only way for stockholders to
dispose of their shares. We will repurchase shares at a price equal to the transaction price of the class of shares
being repurchased on the date of repurchase (which will generally be equal to our prior month’s NAV per share),
and not based on the price at which you initially purchased your shares. Subject to limited exceptions, shares
repurchased within one year of the date of issuance will be repurchased at 95% of the transaction price. As a
result, stockholders may receive less than the price they paid for their shares when they sell them to us pursuant
to our share repurchase plan. See Item 5 — “Market for Registrant’s Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securities — Share Repurchase Program.”

Repurchases through our share repurchase plan are limited. We may choose to repurchase fewer shares than
have been requested to be repurchased in our discretion at any time, and the amount of shares we may
repurchase is subject to caps. Further, our board of directors may modify, suspend or terminate our share
repurchase plan if it deems such action to be in our best interest and the best interest of our stockholders.

We may choose to repurchase fewer shares than have been requested in any particular month to be repurchased
under our share repurchase plan, or none at all, in our discretion at any time. We may repurchase fewer shares
than have been requested to be repurchased due to lack of readily available funds because of adverse market
conditions beyond our control, the need to maintain liquidity for our operations or because we have determined
that investing in real property or other illiquid investments is a better use of our capital than repurchasing our
shares. In addition, the total amount of shares that we will repurchase is limited, in any calendar month, to shares
whose aggregate value (based on the repurchase price per share on the date of the repurchase) is no more than
2% of our aggregate NAV as of the last day of the previous calendar month and, in any calendar quarter, to
shares whose aggregate value is no more than 5% of our aggregate NAV as of the last day of the previous
calendar quarter. Further, our board of directors may modify, suspend or terminate our share repurchase plan if it
deems such action to be in our best interest and the best interest of our stockholders. If the full amount of all
shares of our common stock requested to be repurchased in any given month are not repurchased, funds will be
allocated pro rata based on the total number of shares of common stock being repurchased without regard to class
and subject to the volume limitation. All unsatisfied repurchase requests must be resubmitted after the start of the
next month or quarter, or upon the recommencement of the share repurchase plan, as applicable.

The vast majority of our assets consist of properties that cannot generally be readily liquidated without impacting
our ability to realize full value upon their disposition. Therefore, we may not always have a sufficient amount of
cash to immediately satisfy repurchase requests. Should repurchase requests, in our judgment, place an undue
burden on our liquidity, adversely affect our operations or risk an adverse impact on the Company as a whole, or
should we otherwise determine that investing our liquid assets in real properties or other illiquid investments
rather than repurchasing our shares is in the best interests of the Company as a whole, then we may choose to
repurchase fewer shares than have been requested to be repurchased, or none at all. Because we are not required
to authorize the recommencement of the share repurchase plan within any specified period of time, we may
effectively terminate the plan by suspending it indefinitely. As a result, stockholders’ ability to have shares
repurchased by us may be limited and at times stockholders may not be able to liquidate their investment. See
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Item 5 — “Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities — Share Repurchase Program.”

Economic events that may cause our stockholders to request that we repurchase their shares may materially
adversely affect our cash flow and our results of operations and financial condition.

Economic events affecting the U.S. economy, such as the general negative performance of the real estate sector,
could cause our stockholders to seek to sell their shares to us pursuant to our share repurchase plan at a time when
such events are adversely affecting the performance of our assets. Even if we decide to satisfy all resulting
repurchase requests, our cash flow could be materially adversely affected. In addition, if we determine to sell assets
to satisfy repurchase requests, we may not be able to realize the return on such assets that we may have been able to
achieve had we sold at a more favorable time, and our results of operations and financial condition, including,
without limitation, breadth of our portfolio by property type and location, could be materially adversely affected.

The amount and source of distributions we may make to our stockholders is uncertain, and we may be unable
to generate sufficient cash flows from our operations to make distributions to our stockholders at any time in
the future.

We have not established a minimum distribution payment level, and our ability to make distributions to our
stockholders may be adversely affected by a number of factors, including the risk factors described in this
Annual Report on Form 10-K. We have a limited track record and may not generate sufficient income to make
distributions to our stockholders. Our board of directors will make determinations regarding distributions based
upon, among other factors, our financial performance, debt service obligations, debt covenants, REIT
qualification and tax requirements and capital expenditure requirements. Among the factors that could impair our
ability to make distributions to our stockholders are:

* our inability to invest the proceeds from sales of our shares on a timely basis in income-producing
properties;

e our inability to realize attractive risk-adjusted returns on our investments;
* high levels of expenses or reduced revenues that reduce our cash flow or non-cash earnings; and

e defaults in our investment portfolio or decreases in the value of our investments.

As a result, we may not be able to make distributions to our stockholders at any time in the future, and the level
of any distributions we do make to our stockholders may not increase or even be maintained over time, any of
which could materially and adversely affect the value of our shares.

We may pay distributions from sources other than our cash flow from operations, including, without
limitation, the sale of assets, borrowings or offering proceeds, and we have no limits on the amounts we may
pay from such sources.

We may not generate sufficient cash flow from operations to fully fund distributions to stockholders, particularly
during the early stages of our operations. Therefore, particularly in the earlier part of our operations, we may
fund distributions to our stockholders from sources other than cash flow from operations, including, without
limitation, the sale of assets, borrowings, return of capital or offering proceeds (including from sales from our
common stock or Operating Partnership units to the Special Limited Partner, an affiliate of Starwood

Capital). The extent to which we pay distributions from sources other than cash flow from operations will depend
on various factors, including the level of participation in our distribution reinvestment plan, the extent to which
the Advisor elects to receive its management fee in Class I shares or Class I units and the Special Limited Partner
elects to receive distributions on its performance participation interest in Class I units, how quickly we invest the
proceeds from this and any future offering and the performance of our investments, including our real estate
related debt and real estate-related securities portfolios. Funding distributions from the sales of assets,
borrowings, return of capital or proceeds of the Offering will result in us having less funds available to acquire
properties or other real estate-related investments. As a result, the return stockholders realize on their investments
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may be reduced. Doing so may also negatively impact our ability to generate cash flows. Likewise, funding
distributions from the sale of additional securities will dilute stockholders’ interests in us on a percentage basis
and may impact the value of your investments especially if we sell these securities at prices less than the price
paid for such shares. We may be required to continue to fund our regular distributions from a combination of
some of these sources if our investments fail to perform, if expenses are greater than our revenues or due to
numerous other factors. We have not established a limit on the amount of our distributions that may be paid from
any of these sources.

To the extent we borrow funds to pay distributions, we would incur borrowing costs and these borrowings would
require a future repayment. The use of these sources for distributions and the ultimate repayment of any liabilities
incurred could adversely impact our ability to pay distributions in future periods, decrease our NAV, decrease the
amount of cash we have available for operations and new investments and adversely impact the value of
stockholders’ investment.

We may also defer operating expenses or pay expenses (including the fees of the Advisor or distributions to the
Special Limited Partner) with shares of our common stock or Operating Partnership units in order to preserve
cash flow for the payment of distributions. The ultimate repayment of these deferred expenses could adversely
affect our operations and reduce the future return on stockholders’ investments. The payment of expenses in
shares of our common stock or with Operating Partnership units will dilute stockholders’ ownership interests in
our portfolio of assets. There is no guarantee any of our operating expenses will be deferred and the Advisor and
Special Limited Partner are under no obligation to receive fees or distributions in shares of our common stock or
Operating Partnership units and may elect to receive such amounts in cash.

Payments to the Advisor or the Special Limited Partner in respect of any common stock or Operating
Partnership units they elect to receive in lieu of fees or distributions will dilute future cash available for
distribution to our stockholders.

The Advisor or the Special Limited Partner may choose to receive, and have in the past received, our common
stock or Operating Partnership units in lieu of certain fees or distributions. The holders of all Operating
Partnership units are entitled to receive cash from operations pro rata with the distributions being paid to us and
such distributions to the holder of the Operating Partnership units will reduce the cash available for distribution
to us and to our stockholders. Furthermore, under certain circumstances the Operating Partnership units held by
the Advisor or the Special Limited Partner are required to be repurchased, in cash at the holder’s election, and
there may not be sufficient cash to make such a repurchase payment; therefore, we may need to use cash from
operations, borrowings, offering proceeds or other sources to make the payment, which will reduce cash
available for distribution to our stockholders or for investment in our operations. Repurchases of our shares or
Operating Partnership units from the Advisor paid to the Advisor as a management fee are not subject to the
monthly and quarterly volume limitations or the Early Purchase Deduction, and such sales receive priority over
other shares for which repurchase is requested during such period. Repurchases of our shares or Operating
Partnership units from the Special Limited Partner distributed to the Special Limited Partner with respect to its
performance participation interest are not subject to the Early Purchase Deduction, but, in the case of shares, such
repurchases are subject to the monthly and quarterly volume limitations and do not receive priority over other
shares being put for repurchase during such period.

Purchases and repurchases of shares of our common stock are not made based on the NAV per share of our
common stock.

Generally, our offering price per share and the price at which we make repurchases of our shares will equal the
NAYV per share of the applicable class as of the last calendar day of the prior month, plus, in the case of our
offering price, applicable upfront selling commissions and dealer manager fees. The NAV per share as of the date
on which an investor makes a subscription request or repurchase request may be significantly different than the
offering price paid by such investor or the repurchase price received. In addition, we may sell and repurchase
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shares at a price that we believe reflects the NAV per share of such stock more appropriately than the prior
month’s NAV per share, including by updating a previously disclosed offering price, in cases where we believe
there has been a material change (positive or negative) to our NAV per share since the end of the prior month. In
such cases, the offering price and repurchase price will not equal our NAV per share as of the date of purchase or
repurchase.

Valuations and appraisals of our assets are estimates of fair value and may not necessarily correspond to
realizable value.

For the purposes of calculating our monthly NAV, our properties will generally initially be valued at cost, which
we expect to represent fair value at that time. Thereafter, valuations of properties will be determined by the
Adpvisor based in part on appraisals of each of our properties by independent third-party appraisal firms at least
once per year in accordance with valuation guidelines approved by our board of directors. Our independent
valuation advisor will prepare quarterly appraisals of approximately three-quarters of our real estate portfolio and
review third-party appraisals for the remaining quarter. For each month that is not a quarter-end, the Advisor will
also conduct a monthly valuation of our properties that will be reviewed and confirmed for reasonableness by our
independent valuation advisor. Likewise, our investments in real estate-related debt and real estate-related
securities with readily available market quotations will be valued monthly at fair market value. Certain
investments in real estate-related debt and real estate-related securities are unlikely to have market quotations.

Although monthly valuations of each of our real properties will be reviewed and confirmed for reasonableness by
our independent valuation advisor, such valuations are based on asset and portfolio-level information provided
by the Advisor, including historical operating revenues and expenses of the properties, lease agreements on the
properties, revenues and expenses of the properties, information regarding recent or planned capital expenditures
and any other information relevant to valuing the real estate property, which information will not be
independently verified by our independent valuation advisor. In addition, our investments in real estate-related
debt and real estate-related securities, while a component of NAV, will be valued by the Advisor, based on
market quotations or at fair value, and will not be reviewed by our independent valuation advisor or appraised.

Within the parameters of our valuation guidelines, the valuation methodologies used to value our properties, and
certain of investments in real estate-related debt and real estate-related securities, will involve subjective
judgments and projections and may not be accurate. Valuation methodologies will also involve assumptions and
opinions about future events, which may or may not turn out to be correct. Valuations and appraisals of our
properties and certain of investments in real estate-related debt and real estate-related securities will be estimates
of fair value. Ultimate realization of the value of an asset depends to a great extent on economic, market and
other conditions beyond our control and the control of the Advisor and our independent valuation

advisor. Further, valuations do not necessarily represent the price at which an asset would sell, since market
prices of assets can only be determined by negotiation between a willing buyer and seller. As such, the carrying
value of an asset may not reflect the price at which the asset could be sold in the market, and the difference
between carrying value and the ultimate sales price could be material. In addition, accurate valuations are more
difficult to obtain in times of low transaction volume because there are fewer market transactions that can be
considered in the context of the appraisal. There will be no retroactive adjustment in the valuation of such assets,
the offering price of our shares of common stock, the price we paid to repurchase shares of our common stock or
NAV-based fees we paid to the Advisor and Starwood Capital, L.L.C., the dealer manager for the Offering (the
“Dealer Manager”) to the extent such valuations prove to not accurately reflect the realizable value of our

assets. Because the price investors will pay for shares of our common stock in the Offering, and the price at
which shares may be repurchased by us pursuant to our share repurchase plan are generally based on our prior
month’s NAV per share, investors may pay more than realizable value or receive less than realizable value for
their investments.
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Our NAV per share amounts may change materially if the appraised values of our properties materially
change from prior appraisals or the actual operating results for a particular month differ from what we
originally budgeted for that month.

We anticipate that the annual appraisals of our properties will be conducted on a rolling basis, such that
properties may be appraised at different times but each property would be appraised at least once per year. When
these appraisals are reflected in our NAV calculations, there may be a material change in our NAV per share
amounts for each class of our common stock from those previously reported. In addition, actual operating results
for a given month may differ from what we originally budgeted for that month, which may cause a material
increase or decrease in the NAV per share amounts. We will not retroactively adjust the NAV per share of each
class reported for the previous month. Therefore, because a new annual appraisal may differ materially from the
prior appraisal or the actual results from operations may be better or worse than what we previously budgeted for
a particular month, the adjustment to reflect the new appraisal or actual operating results may cause the NAV per
share for each class of our common stock to increase or decrease, and such increase or decrease will occur on the
day the adjustment is made.

It may be difficult to reflect, fully and accurately, material events that may impact our monthly NAV.

The Advisor’s determination of our monthly NAV per share will be based in part on appraisals of each of our
properties provided at least annually by independent third-party appraisal firms in individual appraisal reports
reviewed by our independent valuation advisor in accordance with valuation guidelines approved by our board of
directors. As a result, our published NAV per share in any given month may not fully reflect any or all changes in
value that may have occurred since the most recent appraisal. The Advisor will review appraisal reports and
monitor our properties, and is responsible for notifying the independent valuation advisor of the occurrence of
any property-specific or market-driven event it believes may cause a material valuation change in the real estate
valuation, but it may be difficult to reflect fully and accurately rapidly changing market conditions or material
events that may impact the value of our assets or liabilities between valuations, or to obtain quickly complete
information regarding any such events. For example, an unexpected termination or renewal of a material lease, a
material increase or decrease in vacancies or an unanticipated structural or environmental event at a property may
cause the value of a property to change materially, yet obtaining sufficient relevant information after the
occurrence has come to light and/or analyzing fully the financial impact of such an event may be difficult to do
and may require some time. As a result, the NAV per share may not reflect a material event until such time as
sufficient information is available and analyzed, and the financial impact is fully evaluated, such that our NAV
may be appropriately adjusted in accordance with our valuation guidelines. Depending on the circumstance, the
resulting potential disparity in our NAV may be in favor of either stockholders who repurchase their shares, or
stockholders who buy new shares, or existing stockholders.

NAYV calculations are not governed by governmental or independent securities, financial or accounting rules
or standards.

The method for calculating our NAV, including the components used in calculating our NAV, is not prescribed
by rules of the SEC or any other regulatory agency. Further, there are no accounting rules or standards that
prescribe which components should be used in calculating NAV, and our NAV is not audited by our independent
registered public accounting firm. We calculate and publish NAV solely for purposes of establishing the price at
which we sell and repurchase shares of our common stock, and stockholders should not view our NAV as a
measure of our historical or future financial condition or performance. The components and methodology used in
calculating our NAV may differ from those used by other companies now or in the future.

In addition, calculations of our NAV, to the extent that they incorporate valuations of our assets and liabilities,
are not prepared in accordance with generally accepted accounting principles (“GAAP”). These valuations, may
differ from liquidation values that could be realized in the event that we were forced to sell assets.

Additionally, errors may occur in calculating our NAV, which could impact the price at which we sell and
repurchase shares of our common stock and the amount of the Advisor’s management fee and the Special
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Limited Partner’s performance participation interest. The Advisor has implemented certain policies and
procedures to address such errors in NAV calculations. If such errors were to occur, the Advisor, depending on
the circumstances surrounding each error and the extent of any impact the error has on the price at which shares
of our common stock were sold or repurchased or on the amount of the Advisor’s management fee or the Special
Limited Partner’s performance participation interest, may determine in its sole discretion to take certain
corrective actions in response to such errors.

If we are unable to continue to raise substantial funds, we will be limited in the number and type of
investments we make, and the value of stockholders’ investments in us will be more dependent on the
performance of any of the specific assets we acquire.

The Offering is being conducted on a “best efforts” basis, meaning that the Dealer Manager for the Offering is
only required to use its best efforts to sell our shares and has no firm commitment or obligation to purchase any
shares. As a result, the amount of proceeds we raise in the Offering may be substantially less than the amount we
would need to achieve a broader portfolio of investments. If we are unable to raise substantial capital in the
Offering, we will make fewer investments, resulting in less breadth in terms of the type, number, geography and
size of investments that we make. In that case, the likelihood that any single asset’s performance would adversely
affect our profitability will increase. There is a greater risk that stockholders will lose money in their investments
if we have less breadth in our portfolio. Further, we will have certain fixed operating expenses, including
expenses of being a public reporting company, regardless of whether we are able to raise substantial funds. Our
inability to raise substantial funds would increase our fixed operating expenses as a percentage of gross income,
reducing our net income and limiting our ability to make distributions.

We face risks associated with the deployment of our capital.

In light of the nature of our continuous offering and our investment strategy and the need to be able to deploy
capital quickly to capitalize on potential investment opportunities, we may have difficulty identifying and
purchasing suitable properties, investments in real estate-related debt and real estate-related securities on
attractive terms. There could be a delay between the time we receive net proceeds from the sale of shares of our
common stock in the Offering and the time we invest the net proceeds. We may also from time to time hold cash
pending deployment into investments or have less than our targeted leverage, which cash or shortfall in target
leverage may at times be significant, particularly at times when we are receiving high amounts of offering
proceeds and/or times when there are few attractive investment opportunities. Such cash may be held in an
account for the benefit of our stockholders that may be invested in money market accounts or other similar
temporary investments.

In the event we are unable to find suitable investments, such cash may be maintained for longer periods which
would be dilutive to overall investment returns. This could cause a substantial delay in the time it takes for a
stockholder’s investment to realize its full potential return and could adversely affect our ability to pay regular
distributions of cash flow from operations. It is not anticipated that the temporary investment of such cash into
money market accounts or other similar temporary investments pending deployment into investments will
generate significant interest, and low interest payments on the temporarily invested cash may adversely affect
overall returns. In the event we fail to timely invest the net proceeds of the Offering or do not deploy sufficient
capital to meet our targeted leverage, our results of operations and financial condition may be adversely affected.

Our board of directors may, in the future, adopt certain measures under Maryland law without stockholder
approval that may have the effect of making it less likely that a stockholder would receive a “control
premium” for his or her shares.

Corporations organized under Maryland law with a class of registered securities and at least three independent
directors are permitted to elect to be subject, by a charter or bylaw provision or a board of directors resolution
and notwithstanding any contrary charter or bylaw provision, to any or all of five provisions:

e staggering the board of directors into three classes;
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e requiring a two-thirds vote of stockholders to remove directors;
* providing that only the board of directors can fix the size of the board;

e providing that all vacancies on the board, regardless of how the vacancy was created, may be filled
only by the affirmative vote of a majority of the remaining directors in office and for the remainder of
the full term of the class of directors in which the vacancy occurred; and

» providing for a majority requirement for the calling of a special meeting of stockholders.

These provisions may discourage an extraordinary transaction, such as a merger, tender offer or sale of all or
substantially all of our assets, all of which might provide a premium price for stockholders’ shares. In our
charter, we have elected that vacancies on our board of directors be filled only by the remaining directors and for
the remainder of the full term of the directorship in which the vacancy occurred. Through other provisions in our
charter and bylaws, we vest in our board of directors the exclusive power to fix the number of directorships,
provided that the number is not less than three. We have not elected to be subject to any of the other provisions
described above, but our charter does not prohibit our board of directors from opting into any of these provisions
in the future.

Further, under the Maryland Business Combination Act, we may not engage in any merger or other business
combination with an “interested stockholder” (which is defined as (1) any person who beneficially owns, directly
or indirectly, 10% or more of the voting power of our outstanding voting stock and (2) an affiliate or associate of
ours who, at any time within the two-year period prior to the date in question, was the beneficial owner, directly
or indirectly, of 10% or more of the voting power of our then outstanding stock) or any affiliate of that interested
stockholder for a period of five years after the most recent date on which the interested stockholder became an
interested stockholder. A person is not an interested stockholder if our board of directors approved in advance the
transaction by which he would otherwise have become an interested stockholder. In approving a transaction, our
board of directors may provide that its approval is subject to compliance, at or after the time of approval, with
any terms or conditions determined by our board of directors. After the five-year period ends, any merger or
other business combination with the interested stockholder or any affiliate of the interested stockholder must be
recommended by our board of directors and approved by the affirmative vote of at least:

e 80% of all votes entitled to be cast by holders of outstanding shares of our voting stock; and

* two-thirds of all of the votes entitled to be cast by holders of outstanding shares of our voting stock
other than those shares owned or 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.

These supermajority voting provisions do not apply if, among other things, our stockholders receive a minimum
payment for their common stock equal to the highest price paid by the interested stockholder for its shares.

The statute permits various exemptions from its provisions, including business combinations that are exempted
by our board of directors prior to the time the interested stockholder becomes an interested stockholder. Our
board of directors has adopted a resolution exempting any business combination involving us and any person,
including Starwood Capital, the Dealer Manager and the Advisor, from the provisions of this law, provided that
such business combination is first approved by our board of directors.

Our charter permits our board of directors to cause us to issue preferred stock on terms that may subordinate
the rights of the holders of our current common stock or discourage a third party from acquiring us.

Our board of directors is permitted, subject to certain restrictions set forth in our charter, to authorize the issuance
of shares of preferred stock without stockholder approval. Further, our board of directors may classify or
reclassify any unissued shares of common or preferred stock into other classes or series of stock and establish the
preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends and other
distributions, qualifications, and terms or conditions of redemption of the stock and may amend our charter from
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time to time to increase or decrease the aggregate number of shares or the number of shares of any class or series
that we have authority to issue without stockholder approval. Thus, our board of directors could authorize us to
issue shares of preferred stock with terms and conditions that could subordinate the rights of the holders of our
common stock or have the effect of delaying, deferring or preventing a change in control of us, including an
extraordinary transaction such as a merger, tender offer or sale of all or substantially all of our assets, that might
provide a premium price for holders of our common stock.

Maryland law limits, in some cases, the ability of a third party to vote shares acquired in a “control share
acquisition.”

The Maryland Control Share Acquisition Act provides that “control shares” of a Maryland corporation acquired
in a “control share acquisition” have no voting rights except to the extent approved by stockholders by a vote of
two-thirds of the votes entitled to be cast on the matter. Shares of stock owned by the acquirer, by officers or by
employees who are directors of the corporation, are excluded from shares entitled to vote on the matter. “Control
shares” are voting shares of stock which, if aggregated with all other shares of stock owned by the acquirer or in
respect of which the acquirer can 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 specified ranges
of voting power. Control shares do not include shares 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 issued
and outstanding control shares. The control share acquisition statute does not apply: (1) to shares acquired in a
merger, consolidation or statutory share exchange if the Maryland corporation is a party to the transaction; or

(2) to acquisitions approved or exempted by the charter or bylaws of the Maryland corporation. Our bylaws
contain a provision exempting from the Control Share Acquisition Act any and all acquisitions of our stock by
any person. There can be no assurance that this provision will not be amended or eliminated at any time in the
future.

Maryland law and our organizational documents limit our rights and the rights of our stockholders to recover
claims against our directors and officers, which could reduce stockholders’ and our recovery against them if
they cause us to incur losses.

Maryland law provides that a director will not have any liability as a director so long as he or she performs his or
her duties in accordance with the applicable standard of conduct. In addition, our charter generally limits the
personal liability of our directors and officers for monetary damages subject to the limitations of the North
American Securities Administrators Association’s Statement of Policy Regarding Real Estate Investment Trusts,
as revised and adopted on May 7, 2007 (the “NASAA REIT Guidelines”) and Maryland law. Maryland law and
our charter provide that no director or officer shall be liable to us or our stockholders for monetary damages
unless the director or officer (1) actually received an improper benefit or profit in money, property or services or
(2) was actively and deliberately dishonest as established by a final judgment as material to the cause of

action. Moreover, our charter generally requires us to indemnify and advance expenses to our directors and
officers for losses they may incur by reason of their service in those capacities unless their act or omission was
material to the matter giving rise to the proceeding and was committed in bad faith or was the result of active and
deliberate dishonesty, they actually received an improper personal benefit in money, property or services or, in
the case of any criminal proceeding, they had reasonable cause to believe the act or omission was

unlawful. Further, we have entered into separate indemnification agreements with each of our officers and
directors. As a result, stockholders and we may have more limited rights against our directors or officers than
might otherwise exist under common law, which could reduce stockholders’ and our recovery from these persons
if they act in a manner that causes us to incur losses. In addition, we are obligated to fund the defense costs
incurred by these persons in some cases. However, our charter provides that we may not indemnify our directors
or officers, or the Advisor and its affiliates, for any liability or loss suffered by them or hold our directors or
officers, the Advisor and its affiliates harmless for any liability or loss suffered by us, unless they have
determined, in good faith, that the course of conduct that caused the loss or liability was in our best interests, they
were acting on our behalf or performing services for us, the liability or loss was not the result of negligence or
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misconduct by our non-independent directors, the Advisor and its affiliates, or gross negligence or willful
misconduct by our independent directors, and the indemnification or agreement to hold harmless is recoverable
only out of our net assets or the proceeds of insurance and not from the stockholders.

Maryland law and our organizational documents limit our stockholders’ ability to amend our charter or
dissolve us without the approval of our board of directors.

Although the NASAA REIT Guidelines indicates that stockholders are permitted to amend our charter or
terminate us without the necessity for concurrence by our board of directors, we are required to comply with the
Maryland General Corporation Law, which provides that any amendment to our charter or any dissolution of our
company must first be declared advisable by our board of directors. Therefore, our stockholders may vote to
authorize the amendment of our charter or the dissolution of our company, but only after such action has been
declared advisable by our board of directors. Accordingly, the only proposals to amend our charter or to dissolve
our company that will be presented to our stockholders will be those that have been declared advisable by our
board of directors and also require approval by our stockholders.

Stockholders’ interests in us will be diluted if we issue additional shares or if the Operating Partnership issues
additional units.

Holders of our common stock will not have preemptive rights to any shares we issue in the future. Our charter
authorizes us to issue up to 1,100,000,000 shares of capital stock, of which 1,000,000,000 shares are classified as
common stock, of which 250,000,000 shares are classified as Class T shares, 250,000,000 shares are classified as
Class S shares, 250,000,000 shares are classified as Class D shares and 250,000,000 are classified as Class I
shares, and 100,000,000 shares are classified as preferred stock. In addition, our board of directors may amend
our charter from time to time to increase or decrease the aggregate number of authorized shares of capital stock
or the number of authorized shares of capital stock of any class or series without stockholder approval. Our board
of directors may elect, without stockholder approval, to: (1) sell additional shares in this or future public
offerings; (2) issue shares of our common stock or units in our Operating Partnership in private offerings;

(3) issue shares of our common stock or units in our Operating Partnership upon the exercise of the options we
may grant to our independent directors or future employees; (4) issue shares of our common stock or units in our
Operating Partnership to the Advisor or the Special Limited Partner, or their successors or assigns, in payment of
an outstanding obligation to pay fees for services rendered to us or in connection with the performance
participation allocation; or (5) issue shares of our common stock or units in our Operating Partnership to sellers
of properties we acquire in connection with an exchange of limited partnership interests of our Operating
Partnership. To the extent we issue additional shares of common stock, stockholders’ respective percentage
ownership interests in us will be diluted. Because we hold all of our assets through the Operating Partnership, to
the extent we issue additional units of our Operating Partnership, stockholders’ percentage ownership interest in
our assets will be diluted. Because certain classes of the units of our Operating Partnership may, in the discretion
of our board of directors, be exchanged for shares of our common stock, any merger, exchange or conversion
between our Operating Partnership and another entity ultimately could result in the issuance of a substantial
number of shares of our common stock, thereby diluting the percentage ownership interest of other stockholders.
Because of these and other reasons, our stockholders may experience substantial dilution in their percentage
ownership of our shares or their interests in the underlying assets held by our Operating Partnership.

We are not required to comply with certain reporting requirements, including those relating to auditor’s
attestation reports on the effectiveness of our system of internal control over financial reporting, accounting
standards and disclosure about our executive compensation, that apply to other public companies.

The JOBS Act contains provisions that, among other things, relax certain reporting requirements for emerging
growth companies, including certain requirements relating to accounting standards and compensation
disclosure. We are classified as an emerging growth company. For as long as we are an emerging growth
company, which may be up to five full fiscal years, unlike other public companies, we are not required to
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(1) provide an auditor’s attestation report on the effectiveness of our system of internal control over financial
reporting pursuant to Section 404 of the Sarbanes-Oxley Act, (2) comply with any new or revised financial
accounting standards applicable to public companies until such standards are also applicable to private
companies under Section 102(b)(1) of the JOBS Act, (3) comply with any new requirements adopted by the
Public Company Accounting Oversight Board (“PCAOB”) requiring mandatory audit firm rotation or a
supplement to the auditor’s report in which the auditor would be required to provide additional information about
the audit and the financial statements of the issuer, (4) comply with any new audit rules adopted by the PCAOB
after April 5, 2012 unless the SEC determines otherwise, (5) provide certain disclosure regarding executive
compensation required of larger public companies or (6) hold stockholder advisory votes on executive
compensation.

Once we are no longer an emerging growth company, so long as our shares of common stock are not traded on a
securities exchange, we will be deemed to be a “non-accelerated filer” under the Exchange Act, and as a
non-accelerated filer, we will be exempt from compliance with the auditor attestation requirements of

Section 404 of the Sarbanes-Oxley Act. In addition, so long as we are externally managed by the Advisor and we
do not directly compensate our executive officers, or reimburse the Advisor or its affiliates for salaries, bonuses,
benefits and severance payments for persons who also serve as one of our executive officers or as an executive
officer of the Advisor, we do not have any executive compensation, making the exemptions listed in (5) and (6)
above generally inapplicable.

We cannot predict if investors will find our common stock less attractive because we choose to rely on any of the
exemptions discussed above.

As noted above, under the JOBS Act, emerging growth companies can delay adopting new or revised accounting
standards that have different effective dates for public and private companies until such time as those standards
apply to private companies. We have elected to opt out of this transition period, and will therefore comply with
new or revised accounting standards on the applicable dates on which the adoption of these standards is required
for non-emerging growth companies. This election is irrevocable.

Our UPREIT structure may result in potential conflicts of interest with limited partners in our Operating
Partnership whose interests may not be aligned with those of our stockholders.

Our directors and officers have duties to our corporation and our stockholders under Maryland law and our
charter in connection with their management of the corporation. At the same time, we, as general partner, have
fiduciary duties under Delaware law to our Operating Partnership and to the limited partners in connection with
the management of our Operating Partnership. Our duties as general partner of our Operating Partnership and its
partners may come into conflict with the duties of our directors and officers to the corporation and our
stockholders. Under Delaware law, a general partner of a Delaware limited partnership owes its limited partners
the duties of good faith and fair dealing. Other duties, including fiduciary duties, may be modified or eliminated
in the partnership’s partnership agreement. The partnership agreement of our Operating Partnership provides
that, for so long as we own a controlling interest in our Operating Partnership, any conflict that cannot be
resolved in a manner not adverse to either our stockholders or the limited partners may be resolved in favor of
our stockholders.

Additionally, the partnership agreement expressly limits our liability by providing that we and our officers,
directors, agents and employees will not be liable or accountable to our Operating Partnership for losses
sustained, liabilities incurred or benefits not derived if we or our officers, directors, agents or employees acted in
good faith. In addition, our Operating Partnership is required to indemnify us and our officers, directors,
employees, agents and designees to the extent permitted by applicable law from and against any and all claims
arising from operations of our Operating Partnership, unless it is established that: (1) the act or omission was
material to the matter giving rise to the proceeding and either was committed in bad faith or was the result of
active and deliberate dishonesty; (2) the indemnified party received an improper personal benefit in money,
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property or services; or (3) in the case of a criminal proceeding, the indemnified person had reasonable cause to
believe that the act or omission was unlawful.

The provisions of Delaware law that allow the fiduciary duties of a general partner to be modified by a
partnership agreement have not been tested in a court of law, and we have not obtained an opinion of counsel
covering the provisions set forth in the partnership agreement that purport to waive or restrict our fiduciary
duties.

Our results of operations may be adversely affected if we are required to register as an investment company
under the Investment Company Act.

We intend to continue to conduct our operations so that neither we, nor our Operating Partnership nor the
subsidiaries of our Operating Partnership are investment companies under the Investment Company Act.
However, there can be no assurance that we and our subsidiaries will be able to successfully avoid operating as
an investment company.

A change in the value of any of our assets could negatively affect our ability to maintain our exemption from
regulation under the Investment Company Act. To maintain compliance with the applicable exemption under the
Investment Company Act, we may be unable to sell assets we would otherwise want to sell and may need to sell
assets we would otherwise wish to retain. In addition, we may have to acquire additional assets that we might not
otherwise have acquired or may have to forego opportunities to acquire assets that we would otherwise want to
acquire and would be important to our investment strategy.

If we were required to register as an investment company but failed to do so, we would become subject to
substantial regulation with respect to our capital structure (including our ability to use borrowings), management,
operations, transactions with affiliated persons (as defined in the Investment Company Act), and portfolio
composition, including disclosure requirements and restrictions with respect to diversification and industry
concentration, and other matters. Compliance with the Investment Company Act would, accordingly, limit our
ability to make certain investments and require us to significantly restructure our business plan, which could
materially adversely affect our NAV and our ability to pay distributions to our stockholders.

We depend on the Advisor to develop appropriate systems and procedures to control operational risk.

Operational risks arising from mistakes made in the confirmation or settlement of transactions, from transactions
not being properly booked, evaluated or accounted for or other similar disruption in our operations may cause us
to suffer financial losses, the disruption of our business, liability to third parties, regulatory intervention or
damage to our reputation. We depend on the Advisor and its affiliates to develop the appropriate systems and
procedures to control operational risk. We rely heavily on our financial, accounting and other data processing
systems. The ability of our systems to accommodate transactions could also constrain our ability to properly
manage our portfolio. Generally, the Advisor will not be liable for losses incurred due to the occurrence of any
such errors.

We are subject to the risk that our trading orders may not be executed in a timely and efficient manner due to
various circumstances, including, without limitation, systems failure or human error. As a result, we could be
unable to achieve the market position selected by the Advisor or might incur a loss in liquidating our positions.
Since some of the markets in which we may effect transactions are over-the-counter or interdealer markets, the
participants in such markets are typically not subject to credit evaluation or regulatory oversight comparable to
that which members of exchange-based markets are subject. We are also exposed to the risk that a counterparty
will not settle a transaction in accordance with its terms and conditions, thereby causing us to suffer a loss.
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Operational risks, including the risk of cyberattacks, may disrupt our businesses, result in losses or limit our
growth.

We rely heavily on our and Starwood Capital’s financial, accounting, treasury, communications and other data
processing systems. Such systems may fail to operate properly or become disabled as a result of tampering or a
breach of the network security systems or otherwise. In addition, such systems are from time to time subject to
cyberattacks which may continue to increase in sophistication and frequency in the future. Attacks on Starwood
Capital and its affiliates and their portfolio companies’ and service providers’ systems could involve and in some
instances have in the past involved attempted attacks that are intended to obtain unauthorized access to our
proprietary information or personal identifying information of our stockholders, destroy data or disable, degrade
or sabotage our systems, through the introduction of computer viruses or other malicious code.

Cyber security incidents and cyber-attacks have been occurring globally at a more frequent and severe level and
will likely continue to increase in frequency in the future. Our information and technology systems as well as
those of Starwood Capital, its portfolio entities and other related parties, such as service providers, may be
vulnerable to damage or interruption from cyber security breaches, computer viruses, network failures, computer
and telecommunication failures, infiltration by unauthorized persons and other security breaches, usage errors by
their respective professionals or service providers, power, communications or other service outages and
catastrophic events such as fires, tornadoes, floods, hurricanes and earthquakes. Cyberattacks and other security
threats could originate from a wide variety of sources, including cyber criminals, nation state hackers, hacktivists
and other outside parties. There has been an increase in the frequency and sophistication of the cyber and security
threats Starwood Capital faces, with attacks ranging from those common to businesses generally to those that are
more advanced and persistent, which may target Starwood Capital because Starwood Capital holds a significant
amount of confidential and sensitive information about its investors, its portfolio companies and potential
investments. As a result, Starwood Capital may face a heightened risk of a security breach or disruption with
respect to this information. If successful, these types of attacks on Starwood Capital’s network or other systems
could have a material adverse effect on our business and results of operations, due to, among other things, the
loss of investor or proprietary data, interruptions or delays in the operation of our business and damage to our
reputation. There can be no assurance that measures Starwood Capital takes to ensure the integrity of its systems
will provide protection, especially because cyberattack techniques used change frequently or are not recognized
until successful.

If unauthorized parties gain access to such information and technology systems, they may be able to steal,
publish, delete or modify private and sensitive information including nonpublic personal information related to
stockholders (and their beneficial owners) and material nonpublic information. Although Starwood Capital has
implemented, and its portfolio entities and service providers may implement, various measures to manage risks
relating to these types of events, such systems could prove to be inadequate and, if compromised, could become
inoperable for extended periods of time, cease to function properly or fail to adequately secure private
information. Starwood Capital does not control the cyber security plans and systems put in place by third party
service providers, and such third party service providers may have limited indemnification obligations to
Starwood Capital, its portfolio entities and us, each of which could be negatively impacted as a result. Breaches
such as those involving covertly introduced malware, impersonation of authorized users and industrial or other
espionage may not be identified even with sophisticated prevention and detection systems, potentially resulting
in further harm and preventing them from being addressed appropriately. The failure of these systems or of
disaster recovery plans for any reason could cause significant interruptions in Starwood Capital’s, its affiliates’,
their portfolio entities’ or our operations and result in a failure to maintain the security, confidentiality or privacy
of sensitive data, including personal information relating to stockholders, material nonpublic information and the
intellectual property and trade secrets and other sensitive information in the possession of Starwood Capital and
portfolio entities. We, Starwood Capital or a portfolio entity could be required to make a significant investment
to remedy the effects of any such failures, harm to their reputations, legal claims that they and their respective
affiliates may be subjected to, regulatory action or enforcement arising out of applicable privacy and other laws,
adverse publicity and other events that may affect their business and financial performance.
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In addition, Starwood Capital operates in businesses that are highly dependent on information systems and
technology. The costs related to cyber or other security threats or disruptions may not be fully insured or
indemnified by other means. In addition, cybersecurity has become a top priority for regulators around the world.
Many jurisdictions in which Starwood Capital operates have laws and regulations relating to data privacy,
cybersecurity and protection of personal information, including the General Data Protection Regulation in the
European Union. Some jurisdictions have also enacted laws requiring companies to notify individuals of data
security breaches involving certain types of personal data. Breaches in security could potentially jeopardize
Starwood Capital, its employees’ or our investors’ or counterparties’ confidential and other information
processed and stored in, and transmitted through Starwood Capital’s computer systems and networks, or
otherwise cause interruptions or malfunctions in its, its employees’, our investors’, our counterparties’ or third
parties’ operations, which could result in significant losses, increased costs, disruption of Starwood Capital’s
business, liability to our investors and other counterparties, regulatory intervention or reputational damage.

If Starwood Capital fails to comply with the relevant laws and regulations, it could result in regulatory
investigations and penalties, which could lead to negative publicity and may cause our investors or Starwood
Capital fund investors and clients to lose confidence in the effectiveness of our or Starwood Capital’s security
measures.

Finally, we depend on Starwood Capital’s headquarters in Miami Beach, Florida and its offices in Greenwich,
Connecticut for the continued operation of our business. A disaster or a disruption in the infrastructure that
supports our business, including a disruption involving electronic communications or other services used by us or
third parties with whom we conduct business, or directly affecting our headquarters, could have a material
adverse impact on our ability to continue to operate our business without interruption. Starwood Capital’s
disaster recovery programs may not be sufficient to mitigate the harm that may result from such a disaster or
disruption. In addition, insurance and other safeguards might only partially reimburse us for our losses, if at all.

General Risks Related to Investments in Real Estate

Our operating results will be affected by economic and regulatory changes that impact the real estate market
in general.

We are subject to risks generally attributable to the ownership of real property, including:
* changes in global, national, regional or local economic, demographic or capital market conditions;

e future adverse national real estate trends, including increasing vacancy rates, declining rental rates and
general deterioration of market conditions;

e changes in supply of or demand for similar properties in a given market or metropolitan area, which
could result in rising vacancy rates or decreasing market rental rates;

e vacancies, fluctuations in the average occupancy and room rates for hotel properties or inability to
lease space on favorable terms;

* increased competition for properties targeted by our investment strategy;
e bankruptcies, financial difficulties or lease defaults by our tenants;
e increases in interest rates and lack of availability of financing; and

e changes in government rules, regulations and fiscal policies, including increases in property taxes,
changes in zoning laws, limitations on rental rates, and increasing costs to comply with environmental
laws.

All of these factors are beyond our control. Any negative changes in these factors could affect our performance
and our ability to meet our obligations and make distributions to stockholders.
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Our success is dependent on general market and economic conditions.

The real estate industry generally and the success of our investment activities in particular will both be affected
by global and national economic and market conditions generally and by the local economic conditions where
our properties are located. These factors may affect the level and volatility of real estate prices, which could
impair our profitability or result in losses. In addition, general fluctuations in the market prices of securities and
interest rates may affect our investment opportunities and the value of our investments. Starwood Capital’s
financial condition may be adversely affected by a significant economic downturn and it may be subject to legal,
regulatory, reputational and other unforeseen risks that could have a material adverse effect on Starwood
Capital’s businesses and operations (including the Advisor).

A depression, recession, slowdown or sustained downturn in the U.S. real estate market, and to a lesser extent,
the global economy (or any particular segment thereof) would have a pronounced impact on us, the value of our
assets and our profitability, impede the ability of our assets to perform under or refinance their existing
obligations, and impair our ability to effectively deploy our capital or realize upon investments on favorable
terms. We could also be affected by any overall weakening of, or disruptions in, the financial markets. Any of the
foregoing events could result in substantial losses to our business, which losses will likely be exacerbated by the
presence of leverage in our investments’ capital structures.

Market disruptions in a single country could cause a worsening of conditions on a regional and even global level,
and economic problems in a single country are increasingly affecting other markets and economies. A
continuation of this trend could result in problems in one country adversely affecting regional and even global
economic conditions and markets. For example, concerns about the fiscal stability and growth prospects of
certain European countries in the last economic downturn had a negative impact on most economies of the
Eurozone and global markets. The occurrence of similar crises in the future could cause increased volatility in the
economies and financial markets of countries throughout a region, or even globally.

Additionally, political leaders in the U.S. and certain European nations have recently been elected on
protectionist platforms, fueling doubts about the future of global free trade. The U.S. government has indicated
its intent to alter its approach to international trade policy and in some cases to renegotiate, or potentially
terminate, certain existing bilateral or multi-lateral trade agreements and treaties with foreign countries. In
addition, the U.S. government has recently imposed tariffs on certain foreign goods, including steel and
aluminum and has indicated a willingness to impose tariffs on imports of other products. Some foreign
governments, including China, have instituted retaliatory tariffs on certain U.S. goods and have indicated a
willingness to impose additional tariffs on U.S. products. Global trade disruption, significant introductions of
trade barriers and bilateral trade frictions, together with any future downturns in the global economy resulting
therefrom, could adversely affect our performance.

For example, as a result of the recent financial crisis, the availability of debt financing secured by commercial
real estate had been significantly restricted as a result of tightened lending standards for a prolonged period. As a
result of the uncertainties in the credit market, real estate investors were unable to obtain debt financing on
attractive terms, which adversely affected investment returns on acquisitions or their ability to make acquisitions
or tenant improvements. Any future financial market disruptions may force us to use a greater proportion of our
offering proceeds to finance our acquisitions and fund tenant improvements, reducing the cash available to
satisfy repurchase requests and reducing the number of acquisitions we would otherwise make.

The continuing spread of a new strain of coronavirus, which causes the viral disease known as COVID-19,
may adversely affect our operations.

Since its discovery in December 2019, a new strain of coronavirus, which causes the viral disease known as
COVID-19, has spread from China to many other countries, including the United States. The outbreak has been
declared to be a pandemic by the World Health Organization, and the Health and Human Services Secretary has
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declared a public health emergency in the United States in response to the outbreak. Considerable uncertainty
still surrounds the coronavirus and its potential effects, and the extent of and effectiveness of any responses taken
on a national and local level. The impact of the coronavirus on the U.S. and world economies is uncertain and
could result in a world-wide economic downturn that may lead to corporate bankruptcies in the most affected
industries and an increase in unemployment.

As a result of our property portfolio being comprised entirely of properties located in the United States, the
coronavirus will impact our operating results to the extent that its continued spread within the United States
reduces occupancy, increases the cost of operation or results in limited hours or necessitates the closure of our
properties. In particular, with respect to our hotel properties, a variety of factors related to the coronavirus have,
and are expected to continue to, cause a decline in business and leisure travel, including but not limited to

(1) restrictions on travel imposed by governmental entities and employers, (ii) the postponement or cancellation
of industry conventions and conferences, music and arts festivals, sporting events and other large public
gatherings, (iii) the closure of amusement parks, museums and other tourist attractions, (iv) the closure of
colleges and universities, and (v) negative public perceptions of travel and public gatherings in light of the
perceived risks associated with the coronavirus. In addition, quarantines, temporary closures of businesses, states
of emergencies and other measures taken to curb the spread of the coronavirus may negatively impact the ability
of our properties to continue to obtain necessary goods and services or provide adequate staffing, which may also
adversely affect our operating results. The extent to which the coronavirus impacts our operations will depend on
future developments, which are highly uncertain and cannot be predicted with confidence, including the duration
of the outbreak, new information that may emerge concerning the severity of the coronavirus and the actions
taken to contain the coronavirus or treat its impact, among others.

Our portfolio may be concentrated in a limited number of industries, geographies or investments.

Our portfolio may be heavily concentrated at any time in only a limited number of industries, geographies or
investments, and, as a consequence, our aggregate return may be substantially affected by the unfavorable
performance of even a single investment. To the extent the Advisor concentrates our investments in a particular
type of asset or geography, our portfolio may become more susceptible to fluctuations in value resulting from
adverse economic or business conditions affecting that particular type of asset or geography. Investors have no
assurance as to the degree of diversification in our investments, either by geographic region or asset type.

Our board of directors may change our investment and operational policies or our investment guidelines
without stockholder consent.

Except for changes to the investment restrictions contained in our charter, which require stockholder consent to
amend, our board of directors may change our investment and operational policies, including our policies with
respect to investments, operations, indebtedness, capitalization and distributions, at any time without the consent
of our stockholders, which could result in our making investments that are different from, and possibly riskier or
more highly leveraged than, the types of investments described in the prospectus related to the Offering. Our
board of directors also approved very broad investment guidelines with which the Advisor must comply, but
these guidelines provide the Advisor with broad discretion and can be changed by our board of directors. A
change in our investment strategy may, among other things, increase our exposure to real estate market
fluctuations, default risk and interest rate risk, all of which could materially affect our results of operations and
financial condition.

We may have difficulty selling our properties, which may limit our flexibility and ability to pay distributions.

Because real estate investments are relatively illiquid, it could be difficult for us to promptly sell one or more of
our properties on favorable terms. This may limit our ability to change our portfolio quickly in response to
adverse changes in the performance of any such property or economic or market trends. In addition, U.S. federal
tax laws that impose a 100% excise tax on gains from sales of dealer property by a REIT (generally, property
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held for sale, rather than investment) could limit our ability to sell properties and may affect our ability to sell
properties without adversely affecting returns to our stockholders. These restrictions could adversely affect our
results of operations and financial condition.

We face risks associated with property acquisitions.

We intend to continue to acquire properties and portfolios of properties, including large portfolios that could
result in changes to our capital structure. Our acquisition activities and their success are subject to the following
risks:

* we may be unable to complete an acquisition after making a non-refundable deposit and incurring
certain other acquisition-related costs;

* we may be unable to obtain financing for acquisitions on commercially reasonable terms or at all;
* acquired properties may fail to perform as expected;
e acquired properties may be subject to litigation risks;

e acquired properties may be located in new markets in which we may face risks associated with a lack
of market knowledge or understanding of the local economy, lack of business relationships in the area
and unfamiliarity with local governmental and permitting procedures; and

e we may be unable to quickly and efficiently integrate new acquisitions, particularly acquisitions of
portfolios of properties, into our existing operations.

In addition, while we will continue to invest primarily in stabilized, income-oriented real estate, we may also
acquire assets that require some amount of capital investment in order to be renovated or repositioned. These
investments are generally subject to higher risk of loss than investments in stabilized real estate and there is no
guarantee that any renovation or repositioning will be successful, or that the actual costs will not be greater than
our estimates.

Competition in acquiring properties may reduce our profitability and the return on stockholders’ investments.

We face competition from various entities for investment opportunities in properties, including other REITs,
pension funds, insurance companies, investment funds and companies, partnerships and developers. In addition
to third-party competitors, other programs sponsored by the Advisor and its affiliates, particularly those with
investment strategies that overlap with ours, may seek investment opportunities under Starwood Capital’s
prevailing policies and procedures. Many of these entities may have greater access to capital to acquire properties
than we have. Competition from these entities may reduce the number of suitable investment opportunities
offered to us or increase the bargaining power of property owners seeking to sell. Additionally, disruptions and
dislocations in the credit markets could have a material impact on the cost and availability of debt to finance real
estate acquisitions, which is a key component of our acquisition strategy. The lack of available debt on
reasonable terms or at all could result in a further reduction of suitable investment opportunities and create a
competitive advantage for other entities that have greater financial resources than we do. In addition, over the
past several years, a number of real estate funds and publicly traded and non-listed REITs have been formed and
others have been consolidated (and many such existing funds have grown in size) for the purpose of investing in
real estate real estate-related debt and real estate-related securities. Additional real estate funds, vehicles and
REITs with similar investment objectives may be formed in the future by other unrelated parties and further
consolidations may occur (resulting in larger funds and vehicles). Consequently, it is expected that competition
for appropriate investment opportunities may reduce the number of investment opportunities available to us and
adversely affect the terms, including price, upon which investments can be made. This competition may cause us
to acquire properties and other investments at higher prices or by using less-than-ideal capital structures, and in
such case our returns will be lower and the value of our assets may not appreciate or may decrease significantly
below the amount we paid for such assets. If such events occur, stockholders may experience a lower return on
their investments.
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We may make a substantial amount of joint venture investments, including with Starwood Capital

affiliates. Joint venture investments could be adversely affected by our lack of sole decision-making authority,
our reliance on the financial condition of our joint venture partners and disputes between us and our joint
venture partners.

We may co-invest in the future with Starwood Capital affiliates or third parties in partnerships or other entities
that own real estate properties, which we collectively refer to as joint ventures. We likely will acquire
non-controlling interests in joint ventures. We may pay fees to our joint venture partners, including incentive fees
and promotes, which have the impact of reducing our profits from these joint venture investments. Even if we
have some control in a joint venture, we would not be in a position to exercise sole decision-making authority
regarding the joint venture. Investments in joint ventures may, under certain circumstances, involve risks not
present were another party not involved, including the possibility that joint venture partners might become
bankrupt or fail to fund their required capital contributions. Joint venture partners may have economic or other
business interests or goals that are inconsistent with our business interests or goals, and may be in a position to
take actions contrary to our policies or objectives. Such investments may also have the potential risk of impasses
on decisions, such as a sale, because neither we nor the joint venture partner would have full control over the
joint venture. Disputes between us and joint venture partners may result in litigation or arbitration that would
increase our expenses and prevent our officers and directors from focusing their time and effort on our

business. Consequently, actions by or disputes with joint venture partners might result in subjecting properties
owned by the joint venture to additional risk. In addition, we may in certain circumstances be liable for the
actions of our joint venture partners.

In addition, in connection with any shared investments in which we participate alongside any Other Starwood
Accounts, the Advisor may from time to time grant absolutely or share with such Other Starwood Accounts
certain rights relating to such shared investments for legal, tax, regulatory or other reasons, including, in certain
instances, rights with respect to the structuring or sale of such shared investments. There is no guarantee that we
will be able to co-invest with any Other Starwood Account. We will not participate in joint ventures in which we
do not have or share control to the extent that we believe such participation would potentially threaten our status
as a non-investment company exempt from the Investment Company Act. This may prevent us from receiving an
allocation with respect to certain investment opportunities that are suitable for both us and one or more Other
Starwood Accounts.

If we have a right of first refusal or right of first offer to buy out a joint venture partner, we may be unable to
finance such a buy-out if it becomes exercisable or we are required to purchase such interest at a time when it
would not otherwise be in our best interest to do so. If our interest is subject to a buy/sell right, we may not have
sufficient cash, available borrowing capacity or other capital resources to allow us to elect to purchase an interest
of a joint venture partner subject to the buy/sell right, in which case we may be forced to sell our interest as the
result of the exercise of such right when we would otherwise prefer to keep our interest. If we buy our joint
venture partner’s interest we will have increased exposure in the underlying investment. The price we use to buy
our joint venture partner’s interest or sell our interest is typically determined by negotiations between us and our
joint venture partner and there is no assurance that such price will be representative of the value of the underlying
property or equal to our then-current valuation of our interest in the joint venture that is used to calculate our
NAV. Finally, we may not be able to sell our interest in a joint venture if we desire to exit the venture for any
reason or if our interest is likewise subject to a right of first refusal or right of first offer of our joint venture
partner, our ability to sell such interest may be adversely impacted by such right. Joint ownership arrangements
with Starwood Capital affiliates may also entail further conflicts of interest.

Some additional risks and conflicts related to our joint venture investments (including joint venture investments
with Starwood Capital affiliates) include:

e the joint venture partner may have economic or other interests that are inconsistent with our interests,
including interests relating to the financing, management, operation, leasing or sale of the assets
purchased by such joint venture;
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* we may pay incentive fees and promotes to our joint venture partners, which may cause their interests
to differ from ours;

* tax, Investment Company Act and other regulatory requirements applicable to the joint venture partner
may cause it to want to take actions contrary to our interests;

e the joint venture partner may have joint control of the joint venture even in cases where its economic
stake in the joint venture is significantly less than ours;

* under the joint venture arrangement, neither we nor the joint venture partner will be in a position to
unilaterally control the joint venture, and deadlocks may occur. Such deadlocks could adversely impact
the operations and profitability of the joint venture, including as a result of the inability of the joint
venture to act quickly in connection with a potential acquisition or disposition. In addition, depending
on the governance structure of such joint venture partner, decisions of such vehicle may be subject to
approval by individuals who are independent of Starwood Capital;

* under the joint venture arrangement, we and the joint venture partner may have a buy/sell right and, as
a result of an impasse that triggers the exercise of such right, we may be forced to sell our investment
in the joint venture, or buy the joint venture partner’s share of the joint venture at a time when it would
not otherwise be in our best interest to do so; and

e our participation in investments in which a joint venture partner participates will be less than what our
participation would have been had such other vehicle not participated, and because there may be no
limit on the amount of capital that such joint venture partner can raise, the degree of our participation
in such investments may decrease over time.

Furthermore, we may have conflicting fiduciary obligations if we acquire properties with our affiliates or other
related entities; as a result, in any such transaction we may not have the benefit of arm’s-length negotiations of
the type normally conducted between unrelated parties.

Acquiring or attempting to acquire multiple properties in a single transaction may adversely affect our
operations.

From time to time, we may acquire multiple properties in a single transaction. Portfolio acquisitions typically are
more complex and expensive than single-property acquisitions, and the risk that a multiple-property acquisition
does not close may be greater than in a single-property acquisition. Portfolio acquisitions may also result in us
owning investments in geographically dispersed markets, placing additional demands on the Advisor in
managing the properties in the portfolio. In addition, a seller may require that a group of properties be purchased
as a package even though we may not want to purchase one or more properties in the portfolio. In these
situations, if we are unable to identify another person or entity to acquire the unwanted properties, we may be
required to operate or attempt to dispose of these properties. We also may be required to accumulate a large
amount of cash to fund such acquisitions. We would expect the returns that we earn on such cash to be less than
the returns on investments in real property. Therefore, acquiring multiple properties in a single transaction may
reduce the overall yield on our portfolio.

In the event we obtain options to acquire properties, we may lose the amount paid for such options whether or
not the underlying property is purchased.

We may obtain options to acquire certain properties. The amount paid for an option, if any, is normally
surrendered if the property is not purchased and may or may not be credited against the purchase price if the
property is purchased. Any unreturned option payments will reduce the amount of cash available for further
investments or distributions to our stockholders.
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There can be no assurance that the Advisor will be able to detect or prevent irregular accounting, employee
misconduct or other fraudulent practices or material misstatements or omissions during the due diligence
Pphase or during our efforts to monitor and disclose information about the investment on an ongoing basis or
that any risk management procedures implemented by us will be adequate.

When conducting due diligence and making an assessment regarding an investment, the Advisor will rely on the
resources available to it, including information provided or reported by the seller of the investment and, in some
circumstances, third-party investigations. The due diligence investigation that the Advisor carries out with
respect to any investment opportunity may not reveal or highlight all relevant facts that may be necessary or
helpful in evaluating such investment opportunity. Moreover, such an investigation will not necessarily result in
the investment being successful. Conduct occurring at the portfolio property, even activities that occurred prior to
our investment therein, could have an adverse impact on us.

In the event of fraud by the seller of any portfolio property, we may suffer a partial or total loss of capital
invested in that property. An additional concern is the possibility of material misrepresentation or omission on
the part of the seller. Such inaccuracy or incompleteness may adversely affect the value of our investments in
such portfolio property. We will rely upon the accuracy and completeness of representations made by sellers of
portfolio properties in the due diligence process to the extent reasonable when we make our investments, but
cannot guarantee such accuracy or completeness.

In addition, we rely on information, including financial information and non-GA AP metrics, provided by sellers
of our investments for disclosure to our investors about potential acquisitions or current assets owned by us.
Accordingly, although we believe such information to be accurate, such information cannot be independently
verified by the Advisor, and in some cases such information has not been independently reviewed or audited
while under our ownership or control or at all. We cannot assure you that that the financial statements or metrics
of properties we have acquired or will acquire would not be materially different if such statements or metrics had
been independently audited or reviewed.

Consultants, legal advisors, appraisers, accountants, investment banks and other third parties may be involved in
the due diligence process and/or the ongoing operation of our portfolio properties to varying degrees depending
on the type of investment. For example, certain asset management and finance functions, such as data entry
relating to a portfolio property, may be outsourced to a third party service provider whose fees and expenses will
be borne by such portfolio property or us. Such involvement of third party advisors or consultants may present a
number of risks primarily relating to our reduced control of the functions that are outsourced.

We will rely on property managers to operate our properties and leasing agents to lease vacancies in our
properties.

The Advisor hires property managers to manage our properties and leasing agents to lease vacancies in our
properties. The property managers have significant decision-making authority with respect to the management of
our properties. We are particularly dependent on property managers of any hospitality and leisure properties we
invest in. Our ability to direct and control how our properties are managed on a day-to-day basis may be limited
because we engage other parties to perform this function. Thus, the success of our business may depend in large
part on the ability of our property managers to manage the day-to-day operations and the ability of our leasing
agents to lease vacancies in our properties. Any adversity experienced by, or problems in our relationship with,
our property managers or leasing agents could adversely impact the operation and profitability of our properties.

We depend on tenants for our revenue, and therefore our revenue is dependent on the success and economic
viability of our tenants. Our reliance on single or significant tenants in certain buildings may decrease our
ability to lease vacated space.

We expect that rental income from real property will, directly or indirectly, constitute a significant portion of our
income. Delays in collecting accounts receivable from tenants could adversely affect our cash flows and financial
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condition. In addition, the inability of a single major tenant or a number of smaller tenants to meet their rental
obligations would adversely affect our income. Therefore, our financial success is indirectly dependent on the
success of the businesses operated by the tenants in our properties or in the properties securing loans we may
own. The weakening of the financial condition of or the bankruptcy or insolvency of a significant tenant or a
number of smaller tenants and vacancies caused by defaults of tenants or the expiration of leases may adversely
affect our operations and our ability to pay distributions.

Generally, under U.S. bankruptcy law, a debtor tenant has 120 days to exercise the option of assuming or
rejecting the obligations under any unexpired lease for nonresidential real property, which period may be
extended once by the bankruptcy court for an additional 90 days. If the tenant assumes its lease, the tenant must
cure all defaults under the lease and may be required to provide adequate assurance of its future performance
under the lease. If the tenant rejects the lease, we will have a claim against the tenant’s bankruptcy

estate. Although rent owing for the period between filing for bankruptcy and rejection of the lease may be
afforded administrative expense priority and paid in full, pre-bankruptcy arrears and amounts owing under the
remaining term of the lease will be afforded general unsecured claim status (absent collateral securing the
claim). Moreover, amounts owing under the remaining term of the lease will be capped. Other than equity and
subordinated claims, general unsecured claims are the last claims paid in a bankruptcy and therefore funds may
not be available to pay such claims in full.

Some of our properties may be leased to a single or significant tenant and, accordingly, may be suited to the
particular or unique needs of such tenant. We may have difficulty replacing such a tenant if the floor plan of the
vacant space limits the types of businesses that can use the space without major renovation. In addition, the resale
value of the property could be diminished because the market value of a particular property will depend
principally upon the value of the leases of such property.

We may be unable to renew leases as leases expire.

We may not be able to lease properties that are vacant or become vacant because a tenant decides not to renew its
lease or by the continued default of a tenant under its lease. In addition, certain of the properties we acquire may
have some level of vacancy at the time of acquisition. Certain other properties may be specifically suited to the
particular needs of a tenant and may become vacant after we acquire them. Even if a tenant renews its lease or we
enter into a lease with a new tenant, the terms of the new lease may be less favorable than the terms of the old
lease. In addition, the resale value of the property could be diminished because the market value may depend
principally upon the value of the property’s leases. If we are unable to promptly renew or enter into new leases,
or if the rental rates are lower than expected, our results of operations and financial condition will be adversely
affected. For example, following the termination or expiration of a tenant’s lease there may be a period of time
before we will begin receiving rental payments under a replacement lease. During that period, we will continue to
bear fixed expenses such as interest, real estate taxes, maintenance, security, repairs and other operating
expenses. In addition, declining economic conditions may impair our ability to attract replacement tenants and
achieve rental rates equal to or greater than the rents paid under previous leases. Increased competition for
tenants may require us to make capital improvements to properties which would not have otherwise been
planned. Any unbudgeted capital improvements that we undertake may divert cash that would otherwise be
available for distributions or for satisfying repurchase requests. Ultimately, to the extent that we are unable to
renew leases or re-let space as leases expire, decreased cash flow from tenants will result, which could adversely
impact our operating results.

We may be required to expend funds to correct defects or to make improvements before a tenant can be found for
a property at an attractive lease rate or an investment in a property can be sold. No assurance can be given that
we will have funds available to correct those defects or to make those improvements. In acquiring a property, we
may agree to lock-out provisions that materially restrict us from selling that property for a period of time or
impose other restrictions, such as a limitation on the amount of debt that can be placed on that property. These
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factors and others that could impede our ability to respond to adverse changes in the performance of our
properties could significantly affect our financial condition and operating results.

Our properties will face significant competition.

We may face significant competition from owners, operators and developers of properties. Substantially all of
our properties will face competition from similar properties in the same market. This competition may affect our
ability to attract and retain tenants and may reduce the rents we are able to charge. These competing properties
may have vacancy rates higher than our properties, which may result in their owners being willing to lease
available space at lower prices than the space in our properties. If one of our properties were to lose an anchor
tenant, this could impact the leases of other tenants, who may be able to modify or terminate their leases as a
result.

Our properties may be leased at below-market rates under long-term leases.

We may seek to negotiate longer-term leases to reduce the cash flow volatility associated with lease rollovers,
provided that contractual rent increases are included. In addition, where appropriate, we will seek leases that
provide for operating expenses, or expense increases, to be paid by the tenants. These leases may allow tenants to
renew the lease with pre-defined rate increases. If we do not accurately judge the potential for increases in
market rental rates, we may set the rental rates of these long-term leases at levels such that even after contractual
rental increases, the resulting rental rates are less than then-current market rental rates. Further, we may be
unable to terminate those leases or adjust the rent to then-prevailing market rates. As a result, our income and
distributions to our stockholders could be lower than if we did not enter into long-term leases.

We depend on the availability of public utilities and services, especially for water and electric power. Any
reduction, interruption or cancellation of these services may adversely affect us.

Public utilities, especially those that provide water and electric power, will be fundamental for the sound
operation of our assets. The delayed delivery or any material reduction or prolonged interruption of these
services could allow tenants to terminate their leases or result in an increase in our costs, as we may be forced to
use backup generators, which also could be insufficient to fully operate our facilities and could result in our
inability to provide services.

We may experience material losses or damage related to our properties and such losses may not be covered by
insurance.

We may experience losses related to our properties arising from natural disasters and acts of God, vandalism or
other crime, faulty construction or accidents, fire, war, acts of terrorism or other catastrophes. We plan to carry
insurance covering our properties under policies the Advisor deems appropriate. The Advisor will select policy
specifications and insured limits that it believes to be appropriate and adequate given the relative risk of loss, the
cost of the coverage and industry practice. Insurance policies on our properties may include some coverage for
losses that are generally catastrophic in nature, such as losses due to terrorism, earthquakes and floods, but we
cannot assure our stockholders that it will be adequate to cover all losses and some of our policies will be insured
subject to limitations involving large deductibles or co-payments and policy limits that may not be sufficient to
cover losses. In general, losses related to terrorism are becoming harder and more expensive to insure

against. Most insurers are excluding terrorism coverage from their all-risk policies. In some cases, the insurers
are offering significantly limited coverage against terrorist acts for additional premiums, which can greatly
increase the total costs of casualty insurance for a property. As a result, not all investments may be insured
against terrorism. If we or one or more of our tenants experience a loss that is uninsured or that exceeds policy
limits, we could lose the capital invested in the damaged properties as well as the anticipated future cash flows
from those properties. In addition, if the damaged properties are subject to recourse indebtedness, we would
continue to be liable for the indebtedness, even if these properties were irreparably damaged.
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We could become subject to liability for environmental violations, regardless of whether we caused such
violations.

We could become subject to liability in the form of fines or damages for noncompliance with environmental laws
and regulations. These laws and regulations generally govern wastewater discharges, air emissions, the operation
and removal of underground and above-ground storage tanks, the use, storage, treatment, transportation and
disposal of solid hazardous materials, the remediation of contaminated property associated with the disposal of
solid and hazardous materials and other health and safety-related concerns. Some of these laws and regulations
may impose joint and several liability on tenants, owners or managers for the costs of investigation or
remediation of contaminated properties, regardless of fault or the legality of the original disposal. Under various
federal, state and local environmental laws, ordinances, and regulations, a current or former owner or manager of
real property may be liable for the cost to remove or remediate hazardous or toxic substances, wastes, or
petroleum products on, under, from, or in such property. These costs could be substantial and liability under
these laws may attach whether or not the owner or manager knew of, or was responsible for, the presence of such
contamination. Even if more than one person may have been responsible for the contamination, each liable party
may be held entirely responsible for all of the clean-up costs incurred.

In addition, third parties may sue the owner or manager of a property for damages based on personal injury,
natural resources, or property damage or for other costs, including investigation and clean-up costs, resulting
from the environmental contamination. The presence of contamination on one of our properties, or the failure to
properly remediate a contaminated property, could give rise to a lien in favor of the government for costs it may
incur to address the contamination, or otherwise adversely affect our ability to sell or lease the property or
borrow using the property as collateral. In addition, if contamination is discovered on our properties,
environmental laws may impose restrictions on the manner in which the property may be used or businesses may
be operated, and these restrictions may require substantial expenditures or prevent us from entering into leases
with prospective tenants. There can be no assurance that future laws, ordinances or regulations will not impose
any material environmental liability, or that the environmental condition of our properties will not be affected by
the operations of the tenants, by the existing condition of the land, by operations in the vicinity of the

properties. There can be no assurance that these laws, or changes in these laws, will not have a material adverse
effect on our business, results of operations or financial condition.

The properties we acquire will be subject to property taxes that may increase in the future, which could
adversely affect our cash flow.

Any properties we acquire will be subject to real and personal property taxes that may increase as property tax
rates change and as the properties are assessed or reassessed by taxing authorities. Some of our leases may
provide that the property taxes, or increases therein, are charged to the lessees as an expense related to the
properties that they occupy. As the owner of the properties, however, we are ultimately responsible for payment
of the taxes to the government. If property taxes increase, our tenants may be unable to make the required tax
payments, ultimately requiring us to pay the taxes. In addition, we will generally be responsible for property
taxes related to any vacant space. If we purchase residential properties, the leases for such properties typically
will not allow us to pass through real estate taxes and other taxes to residents of such properties. Consequently,
any tax increases may adversely affect our results of operations at such properties.

Certain of our investments may be in the form of ground leases, which provide limited rights to the underlying
property.

We invest from time to time in real estate properties that are subject to ground leases. As a lessee under a ground
lease, we may be exposed to the possibility of losing the property upon termination, or an earlier breach by us, of
the ground lease, which may adversely impact our investment performance. Furthermore, ground leases generally
provide for certain provisions that limit the ability to sell certain properties subject to the lease. In order to assign
or transfer rights and obligations under certain ground leases, we will generally need to obtain consent of the
landlord of such property, which, in turn, could adversely impact the price realized from any such sale.
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In certain cases, financings for our properties may be recourse to us.

Generally, commercial real estate financings are structured as nonrecourse to the borrower, which limits a
lender’s recourse to the property pledged as collateral for the loan, and not the other assets of the borrower or to
any parent of borrower, in the event of a loan default. However, lenders customarily will require that a
creditworthy parent entity enter into so-called “recourse carveout” guarantees to protect the lender against certain
bad-faith or other intentional acts of the borrower in violation of the loan documents. A “bad boy” guarantee
typically provides that the lender can recover losses from the guarantors for certain bad acts, such as fraud or
intentional misrepresentation, intentional waste, willful misconduct, criminal acts, misappropriation of funds,
voluntary incurrence of prohibited debt and environmental losses sustained by lender. In addition, “bad boy”
guarantees typically provide that the loan will be a full personal recourse obligation of the guarantor, for certain
actions, such as prohibited transfers of the collateral or changes of control and voluntary bankruptcy of the
borrower. It is expected that the financing arrangements with respect to our investments generally will require
“bad boy” guarantees from us and the Operating Partnership and in the event that such a guarantee is called, our
assets could be adversely affected. Moreover, our “bad boy” guarantees could apply to actions of the joint
venture partners associated with our investments. While the Advisor expects to negotiate indemnities from such
joint venture partners to protect against such risks, there remains the possibility that the acts of such joint venture
partner could result in liability to us under such guarantees. We may provide “bad boy” guarantees on behalf of
Other Starwood Accounts investing alongside us and as such, guarantees are not for borrowed money, they will
typically not be included under our leverage limitations. In addition, to the extent, we develop properties, we may
provide completion guarantees and assume standard obligations under development agreements.

Certain of the mortgages and mezzanine loans securing our properties may provide for full recourse to the
obligor, including guarantors, thereof in the event of specified defaults, permitting a mortgage or mezzanine
lender to a recovery in excess of the value of the property securing the mortgage or mezzanine loan.

Our properties are expected to be owned through special purpose entities. Certain of our mortgage and mezzanine
loans on properties owned by such entities may provide that, in the event of a breach of the representations,
warranties or covenants relating to special purpose entity status, the loans, which are otherwise non-recourse, or
non-recourse to obligors other than the borrower, are recourse to the obligors thereof, including guarantors,
thereby permitting a mortgage or mezzanine lender to a recovery in excess of the value of the property securing
the mortgage. In the event of such a breach, lenders may be able to recover the full value of their loans, which
could have a material adverse effect on our business, financial condition, results of operations and cash flows.

We are subject to additional risks from our non-U.S. investments.

We may purchase real estate investments located internationally. Non-U.S. real estate-related investments
involve certain factors not typically associated with investing in real estate-related investments in the U.S.,
including risks relating to (i) currency exchange matters, including fluctuations in the rate of exchange between
the U.S. dollar and the various non-U.S. currencies in which such investments are denominated, and costs
associated with conversion of investment principal and income from one currency into another; (ii) differences in
conventions relating to documentation, settlement, corporate actions, stakeholder rights and other matters;

(iii) differences between U.S. and non-U.S. real estate markets, including potential price volatility in and relative
illiquidity of some non-U.S. markets; (iv) the absence of uniform accounting, auditing and financial reporting
standards, practices and disclosure requirements and differences in government supervision and regulation;

(v) certain economic, social and political risks, including potential exchange-control regulations, potential
restrictions on non-U.S. investment and repatriation of capital, the risks associated with political, economic or
social instability, including the risk of sovereign defaults, regulatory change, and the possibility of expropriation
or confiscatory taxation or the imposition of withholding or other taxes on dividends, interest, capital gains, other
income or gross sale or disposition proceeds, and adverse economic and political developments; (vi) the possible
imposition of non-U.S. taxes on income and gains and gross sales or other proceeds recognized with respect to
such investments; (vii) differing and potentially less well-developed or well-tested corporate laws regarding
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stakeholder rights, creditors’ rights (including the rights of secured parties), fiduciary duties and the protection of
investors; (viii) different laws and regulations including differences in the legal and regulatory environment or
enhanced legal and regulatory compliance; (ix) political hostility to investments by foreign investors; and (x) less
publicly available information. Furthermore, while we may have the capacity, but not the obligation, to mitigate
such additional risks, including through the utilization of certain foreign exchange hedging instruments, there is
no guarantee that we will be successful in mitigating such risks and in turn may introduce additional risks and
expenses linked to such efforts.

Inflation in foreign countries, along with government measures to curb inflation, may have an adverse effect
on our investments.

Certain countries have in the past experienced extremely high rates of inflation. Inflation, along with
governmental measures to curb inflation, coupled with public speculation about possible future governmental
measures to be adopted, has had significant negative effects on these international economies in the past and this
could occur again in the future. The introduction of governmental policies to curb inflation can have an adverse
effect on our business. High inflation in the countries in which we purchase real estate or make other investments
could increase our expenses and we may not be able to pass these increased costs on to our tenants.

Lack of compliance with the United States Foreign Corrupt Practices Act, or FCPA, could subject us to
penalties and other adverse consequences.

We are subject to the FCPA, which generally prohibits United States companies from engaging in bribery or
other prohibited payments to foreign officials for the purpose of obtaining or retaining business. Foreign
companies, including potential competitors, are not subject to these prohibitions. Fraudulent practices, including
corruption, extortion, bribery, pay-offs, theft and others, occur from time-to-time in countries in which we may
do business. If people acting on our behalf or at our request are found to have engaged in such practices, severe
penalties and other consequences could be imposed on us that may have a material adverse effect on our
business, results of operations, cash flows and financial condition and our ability to make distributions to our
stockholders and the value of their investments.

We may be adversely affected by trends in the office real estate industry.

Some businesses are rapidly evolving to make employee telecommuting, flexible work schedules, open
workplaces and teleconferencing increasingly common. These practices enable businesses to reduce their space
requirements. A continuation of the movement towards these practices could over time erode the overall demand
for office space and, in turn, place downward pressure on occupancy, rental rates and property valuations, each of
which could have an adverse effect on our financial position, results of operations, cash flows and ability to make
expected distributions to our stockholders.

Our retail tenants will face competition from numerous retail channels.

Retailers leasing our properties will face continued competition from discount or value retailers, factory outlet
centers, wholesale clubs, mail order catalogues and operators, television shopping networks and shopping via the
internet. Such competition could adversely affect our tenants and, consequently, our revenues and funds available
for distribution.

Retail properties depend on anchor tenants to attract shoppers and could be adversely affected by the loss of a
key anchor tenant.

Retail properties, like other properties, are subject to the risk that tenants may be unable to make their lease
payments or may decline to extend a lease upon its expiration. A lease termination by a tenant that occupies a
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large area of a retail center (commonly referred to as an anchor tenant) could impact leases of other

tenants. Other tenants may be entitled to modify the terms of their existing leases in the event of a lease
termination by an anchor tenant, or the closure of the business of an anchor tenant that leaves its space vacant
even if the anchor tenant continues to pay rent. Any such modifications or conditions could be unfavorable to us
as the property owner and could decrease rents or expense recoveries. Additionally, major tenant closures may
result in decreased customer traffic, which could lead to decreased sales at other stores. In the event of default by
a tenant or anchor store, we may experience delays and costs in enforcing our rights as landlord to recover
amounts due to us under the terms of our agreements with those parties.

Our industrial tenants may be adversely affected by a decline in manufacturing activity in the United States.

Fluctuations in manufacturing activity in the United States may adversely affect our industrial tenants and
therefore the demand for and profitability of our industrial properties. Trade agreements with foreign countries
have given employers the option to utilize less expensive foreign manufacturing workers. Outsourcing
manufacturing activities could reduce the demand for U.S. workers, thereby reducing the profitability of our
industrial tenants and the demand for and profitability of our industrial properties.

We could be negatively impacted by the condition of Fannie Mae or Freddie Mac and by changes in
government support for multifamily housing.

Fannie Mae and Freddie Mac are a major source of financing for multifamily real estate in the United States. We
expect to utilize loan programs sponsored by these entities as a source of capital to finance our growth and our
operations. A decision by the U.S. government to eliminate or downscale Fannie Mae or Freddie Mac or to
reduce government support for multifamily housing more generally may adversely affect interest rates, capital
availability, development of multifamily communities and the value of multifamily assets and, as a result, may
adversely affect our future growth and operations. Any potential reduction in loans, guarantees and credit
enhancement arrangements from Fannie Mae and Freddie Mac could jeopardize the effectiveness of the
multifamily sector’s derivative securities market, potentially causing breaches in loan covenants, and through
reduced loan availability, impact the value of multifamily assets, which could impair the value of a significant
portion of multifamily communities. Specifically, the potential for a decrease in liquidity made available to the
multifamily sector by Fannie Mae and Freddie Mac could:

e make it more difficult for us to secure new takeout financing for any multifamily development projects
we acquire;

e hinder our ability to refinance any completed multifamily assets;

e decrease the amount of available liquidity and credit that could be used to broaden our portfolio
through the acquisition of multifamily assets; and

e require us to obtain other sources of debt capital with potentially different terms.

Short-term leases associated with our multifamily properties may expose us to the effects of declining market
rent and could adversely impact our ability to make cash distributions.

Substantially all of our leases for our multifamily properties will be on a short-term basis. Because these leases
generally permit the residents to leave at the end of the lease term without penalty, our rental revenues maybe
impacted by declines in market rents more quickly than if our leases were for longer terms.

Increased levels of unemployment could adversely affect the occupancy and rental rates of our multifamily
properties.

Increased levels of unemployment in multifamily markets could significantly decrease occupancy and rental
rates. In times of increasing unemployment, multifamily occupancy and rental rates have historically been
adversely affected by:

e rental residents deciding to share rental units and therefore rent fewer units;
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e potential residents moving back into family homes or delaying leaving family homes;
e areduced demand for higher-rent units;
¢ adecline in household formation;

e persons enrolled in college delaying leaving college or choosing to proceed to or return to graduate
school in the absence of available employment;

» the inability or unwillingness of residents to pay rent increases; and

e increased collection losses.

These factors generally have contributed to lower rental rates. Our results of operations, financial condition and
ability to make distributions to our stockholders may be adversely affected if these factors do not improve or
worsen.

If any credit market disruptions or economic slowdowns occur, any investments in multifamily properties may
face increased competition from single-family homes and condominiums for rent, which could limit our
ability to retain residents, lease apartment units or increase or maintain rents.

Our multifamily properties may compete with numerous housing alternatives in attracting residents, including
single-family homes and condominiums available for rent. Such competitive housing alternatives may become
more prevalent in a particular area in the event of any tightening of mortgage lending underwriting criteria,
homeowner foreclosures, declines in single-family home and condominium sales or lack of available credit. The
number of single-family homes and condominiums for rent in a particular area could limit our ability to retain
residents, lease apartment units or increase or maintain rents.

The seasonal nature of the hospitality inventory may have a negative impact on our hotel properties.

The hospitality or leisure industry is seasonal in nature. Seasonal slowdown is generally in the third quarter and,
to a lesser extent, in the fourth quarter of each year. As a result of the seasonality of the hospitality or leisure
industry, there will likely be quarterly fluctuations in results of operations of any hospitality or leisure properties
that we may own. In addition, any such properties that we may own may be adversely affected by factors outside
our control, such as extreme weather conditions or natural disasters, terrorist attacks or alerts, outbreaks of
contagious diseases, airline strikes, travel bans, economic factors and other considerations affecting travel.

The hospitality or leisure market is highly competitive and generally subject to greater volatility than our other
market segments.

The hospitality or leisure business is highly competitive and influenced by factors such as general and local
economic conditions, location, room rates, quality, service levels, reputation and reservation systems, among
many other factors. There are many competitors in this market, and these competitors may have substantially
greater marketing and financial resources than those available to us. Competition also comes from non-traditional
hospitality sources, such as home-sharing platforms. This competition, along with other factors, such as
overbuilding in the hospitality or leisure industry and certain deterrents to traveling, may increase the number of
rooms available and may decrease the average occupancy and room rates of our hospitality or leisure

properties. The demand for rooms at any hospitality or leisure properties that we may acquire will change much
more rapidly than the demand for space at other properties that we acquire. This volatility in room demand and
occupancy rates could have a material adverse effect on our financial condition, results of operations and ability
to pay distributions to stockholders.

Certain of our investments may have additional capital requirements.

Certain of our investments, including those that may be in a development phase, if any, are expected to require
additional financing to satisfy their working capital requirements or development strategies. The amount of such
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additional financing needed will depend upon the maturity and objectives of the particular asset, which may be
an unfavorable price at such time. Each round of financing (whether from us or other investors) is typically
intended to provide enough capital to reach the next major milestone in an asset’s life-cycle. If the funds
provided are not sufficient, additional capital may be required to be raised at a price unfavorable to the existing
investors, including us. In addition, we may make additional debt and equity investments or exercise warrants,
options, convertible securities or other rights that were acquired in the initial investment in such portfolio
company in order to preserve our proportionate ownership when a subsequent financing is planned, or to protect
our investment when such portfolio company’s performance does not meet expectations. The availability of
capital is generally a function of capital market conditions that are beyond the control of us or any portfolio
company. There can be no assurance that we or any portfolio company will be able to predict accurately the
future capital requirements necessary for success or that additional funds will be available from any

source. Failure to provide sufficient additional capital with respect to an investment could adversely affect our
performance.

We may incur contingent liabilities in connection with the disposition of investments.

In connection with the disposition of an investment, we may be required to make certain representations about
the business, financial affairs and other aspects (such as environmental, property, tax, insurance, and litigation) of
such investment typical of those made in connection with the sale of a business or other investment comparable
to the investment being sold. We may also be required to indemnify the purchasers of such investment to the
extent that any such representations are inaccurate or with respect to certain potential liabilities. These
arrangements may result in the incurrence of contingent liabilities for which we may establish reserves or escrow
accounts.

The exit by the United Kingdom (“U.K.”) from the European Union (“E.U.”) could adversely affect us.

The U.K. left the E.U. on January 31, 2020. The U.K. is now in an eleven month transition period. During this
period, the U.K. effectively remains in the E.U.’s customs union and single market and continues to obey E.U.
rules. Also during this period, the U.K. and the E.U. will attempt to negotiate a trade deal and other agreements
to be in place at the end of the transition period. If no trade deal is reached, the U.K. faces the prospects of tariffs
on exports to the E.U.

Unpredictability about the terms of the U.K.’s withdrawal and its future legal, political and economic
relationships with Europe is likely to be an ongoing source of instability, produce significant currency
fluctuations, and have other adverse effects on international markets, international trade agreements and/or other
existing cross-border cooperation arrangements (whether economic, tax, fiscal, legal, regulatory or otherwise).
The withdrawal of the U.K. from the E.U. could therefore adversely affect our business, business opportunities,
results of operations, financial conditions and cash flows. In addition, the withdrawal of the U.K. from the E.U.
could have a further destabilizing effect if any other member states were to consider withdrawing from the E.U.,
presenting similar or additional risks and consequences to our business and financial results.

General Risks Related to Investments in Real Estate-Related Debt

Investments in real estate-related debt are subject to risks including various creditor risks and early
redemption features which may materially adversely affect our results of operations and financial condition.

The debt securities and other interests in which we may invest may include secured or unsecured debt at various
levels of an issuer’s capital structure. The debt securities in which we may invest may not be protected by
financial covenants or limitations upon additional indebtedness, may be illiquid or have limited liquidity, and
may not be rated by a credit rating agency. Debt securities are also subject to other creditor risks, including (i) the
possible invalidation of an investment transaction as a “fraudulent conveyance” under relevant creditors’ rights
laws, (ii) so-called lender liability claims by the issuer of the obligation and (iii) environmental liabilities that
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may arise with respect to collateral securing the obligations. Our investments may be subject to early redemption
features, refinancing options, pre-payment options or similar provisions which, in each case, could result in the
issuer repaying the principal on an obligation held by us earlier than expected, resulting in a lower return to us
than anticipated or reinvesting in a new obligation at a lower return to us.

Our debt investments face prepayment risk and interest rate fluctuations that may adversely affect our results
of operations and financial condition.

During periods of declining interest rates, the issuer of a security or borrower under a loan may exercise its
option to prepay principal earlier than scheduled, forcing us to reinvest the proceeds from such prepayment in
lower yielding securities or loans, which may result in a decline in our return. Debt investments frequently have
call features that allow the issuer to redeem the security at dates prior to its stated maturity at a specified price
(typically greater than par) only if certain prescribed conditions are met. An issuer may choose to redeem a debt
security if, for example, the issuer can refinance the debt at a lower cost due to declining interest rates or an
improvement in the credit standing of the issuer. In addition, the market price of our investments will change in
response to changes in interest rates and other factors. During periods of declining interest rates, the market price
of fixed-rate debt investments generally rises. Conversely, during periods of rising interest rates, the market price
of such investments generally declines. The magnitude of these fluctuations in the market price of debt
investments is generally greater for securities with longer maturities. While interest rates are currently expected
to remain at favorable rates in the near term, there is a consensus that the U.S. Federal Reserve will continue to
increase benchmark interest rates, which could negatively impact the price of debt securities and could adversely
affect the value of our investments.

Reinvestment risk could affect the price for our shares or their overall returns.

Reinvestment risk is the risk that income from our portfolio will decline if we invest the proceeds from matured,
traded or called securities at market interest rates that are below our securities portfolio’s current earnings rate. A
decline in income could affect the market price for our shares or their overall returns.

Real estate-related debt investments face a number of general market-related risks that can affect the
creditworthiness of issuers, and modifications to certain loan structures and market terms make it more
difficult to monitor and evaluate investments.

We may invest from time-to-time in real estate-related debt investments. Any deterioration of real estate
fundamentals generally, and in the United States in particular, could negatively impact our performance by
making it more difficult for issuers to satisfy their debt payment obligations, increasing the default risk
applicable to issuers, or making it relatively more difficult for us to generate attractive risk-adjusted

returns. Changes in general economic conditions will affect the creditworthiness of issuers or real estate
collateral relating to our investments and may include economic or market fluctuations, changes in
environmental and zoning laws, casualty or condemnation losses, regulatory limitations on rents, decreases in
property values, changes in the appeal of properties to tenants, changes in supply and demand for competing
properties in an area (as a result, for instance, of overbuilding), fluctuations in real estate fundamentals (including
average occupancy, operating income and room rates for hotel properties), the financial resources of tenants,
changes in availability of debt financing which may render the sale or refinancing of properties difficult or
impracticable, changes in building, environmental and other laws, energy and supply shortages, various
uninsured or uninsurable risks, natural disasters, political events, trade barriers, currency exchange controls,
changes in government regulations (such as rent control), changes in real property tax rates and operating
expenses, changes in interest rates, changes in the availability of debt financing or mortgage funds which may
render the sale or refinancing of properties difficult or impracticable, increased mortgage defaults, increases in
borrowing rates, negative developments in the economy or political climate that depress travel activity,
environmental liabilities, contingent liabilities on disposition of assets, acts of God, terrorist attacks, war, demand
or real estate values generally and other factors that are beyond the control of the Advisor. There can be no
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assurance that there will be a ready market for the resale of investments because investments may not be liquid.
Mliquidity may result from the absence of an established market for the investments, as well as legal or
contractual restrictions on their resale by us. The value of securities of companies which service the real estate
business sector may also be affected by such risks.

The Advisor cannot predict whether economic conditions generally, and the conditions for real estate debt
investing in particular, will deteriorate in the future. Declines in the performance of the U.S. and global
economies or in the real estate debt markets could have a material adverse effect on our investment activities. In
addition, market conditions relating to real estate debt investments have evolved since the financial crisis, which
has resulted in a modification to certain loan structures and/or market terms. For example, it has become
increasingly difficult for real estate debt investors in certain circumstances to receive full transparency with
respect to underlying investments because transactions are often effectuated on an indirect basis through pools or
conduit vehicles rather than directly with the borrower. Any such changes in loan structures and/or market terms
may make it more difficult for us to monitor and evaluate investments.

The operating and financial risks of issuers and the underlying default risk across capital structures may
adversely affect our results of operations and financial condition.

Our securities investments involve credit or default risk, which is the risk that an issuer or borrower will be
unable to make principal and interest payments on its outstanding debt when due. The risk of default and losses
on real estate-related debt instruments will be affected by a number of factors, including global, regional and
local economic conditions, interest rates, the commercial real estate market in general, an issuer’s equity and the
financial circumstances of the issuer, as well as general economic conditions. Such default risk will be
heightened to the extent we make relatively junior investments in an issuer’s capital structure since such
investments are structurally subordinate to more senior tranches in such issuer’s capital structure, and our overall
returns would be adversely affected to the extent one or more issuers is unable to meet its debt payment
obligations when due. To the extent we hold an equity or “mezzanine” interest in any issuer that is unable to meet
its debt payment obligations, such equity or mezzanine interest could become subordinated to the rights of such
issuer’s creditors in a bankruptcy. See “— We may invest in subordinated debt, which is subject to greater credit
risk than senior debt” below. Furthermore, the financial performance of one or more issuers could deteriorate as a
result of, among other things, adverse developments in their businesses, changes in the competitive environment
or an economic downturn. As a result, underlying properties or issuers that we expected to be stable may operate,
or expect to operate, at a loss or have significant fluctuations in ongoing operating results, may otherwise have a
weak financial condition or be experiencing financial distress and subject our investments to additional risk of
loss and default.

We may invest in commercial mortgage loans which are non-recourse in nature and include limited options
for financial recovery in the event of default; an event of default may adversely affect our results of operations
and financial condition.

We may invest from time to time in commercial mortgage loans, including mezzanine loans and B-notes, which
are secured by properties and are subject to risks of delinquency and foreclosure and risks of loss. Commercial
real estate loans are generally not fully amortizing, which means that they may have a significant principal
balance or balloon payment due on maturity. Full satisfaction of the balloon payment by a commercial borrower
is heavily dependent on the availability of subsequent financing or a functioning sales market, as well as other
factors such as the value of the property, the level of prevailing mortgage rates, the borrower’s equity in the
property and the financial condition and operating history of the property and the borrower. In certain situations,
and during periods of credit distress, the unavailability of real estate financing may lead to default by a
commercial borrower. In addition, in the absence of any such takeout financing, the ability of a borrower to repay
a loan secured by an income-producing property will depend upon the successful operation of such property
rather than upon the existence of independent income or assets of the borrower. If the net operating income of the
property is reduced, the borrower’s ability to repay the loan may be impaired. Furthermore, we may not have the
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same access to information in connection with investments in commercial mortgage loans, either when
investigating a potential investment or after making an investment, as compared to publicly traded securities.

Commercial mortgage loans are usually nonrecourse in nature. Therefore, if a commercial borrower defaults on
the commercial mortgage loan, then the options for financial recovery are limited. To the extent the underlying
default rates with respect to the pool or tranche of commercial real estate loans in which we directly or indirectly
invest increase, the performance of our investments related thereto may be adversely affected. Default rates and
losses on commercial mortgage loans will be affected by a number of factors, including global, regional and local
economic conditions in the area where the mortgage properties are located, the borrower’s equity in the mortgage
property and the financial circumstances of the borrower. A continued decline in specific commercial real estate
markets and property valuations may result in higher delinquencies and defaults and potentially foreclosures. In
the event of default, the lender will have no right to assets beyond collateral attached to the commercial mortgage
loan. The overall level of commercial mortgage loan defaults remains significant and market values of the
underlying commercial real estate remain distressed in many cases. It has also become increasingly difficult for
lenders to dispose of foreclosed commercial real estate without incurring substantial investment losses,
ultimately leading to a decline in the value of such investments.

In the event of any default under a mortgage or real estate loan held directly by us, we will bear a risk of loss of
principal to the extent of any deficiency between the value of the collateral and the principal and accrued interest
of the mortgage or real estate loan, which could have a material adverse effect on our profitability. In the event of
the bankruptcy of a mortgage or real estate loan borrower, the mortgage or real estate loan to such borrower will
be deemed to be secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as
determined by the bankruptcy court), and the lien securing the mortgage or real estate loan will be subject to the
avoidance powers of the bankruptcy trustee or debtor-in-possession to the extent the lien is unenforceable under
state law. Additionally, in the event of a default under any senior debt, the junior or subordinate lender generally
forecloses on the equity, purchases the senior debt or negotiates a forbearance or restructuring arrangement with
the senior lender in order to preserve its collateral.

We may invest in subordinated debt, which is subject to greater credit risk than senior debt.

We may from time to time invest in debt instruments, including junior tranches of CMBS and “mezzanine” or
junior mortgage loans (e.g., B-Notes), that are subordinated in an issuer’s capital structure. To the extent we
invest in subordinated debt of an issuer’s capital structure or subordinated CMBS bonds, such investments and
our remedies with respect thereto, including the ability to foreclose on any collateral securing such investments,
will be subject to the rights of any senior creditors and, to the extent applicable, contractual inter-creditor or
participation agreement provisions.

Investments in subordinated debt involve greater credit risk of default than the senior classes of the issue or
series. Subordinated tranches of CMBS or other investments absorb losses from default before other more senior
tranches of CMBS to which it is subordinate are put at risk. In addition, mezzanine loans are not secured by
interests in the underlying commercial properties. As a result, to the extent we invest in subordinate debt
instruments (including CMBS), we would potentially receive payments or interest distributions after, and must
bear the effects of losses or defaults on the senior debt (including underlying mortgage loans, senior mezzanine
debt or senior CMBS bonds) before, the holders of other more senior tranches of debt instruments with respect to
such issuer.

B-Notes and A/B Structures may pose additional risks that may adversely affect our results of operations and
financial condition.

We may invest in B-notes, which investments are subordinate to the A-note portion of the same loan (which we
would not expect to hold). In addition to the risks described above, certain additional risks apply to B-note
investments, including those described herein. The B-note portion of a loan is typically small relative to the
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overall loan, and is in the first loss position. As a means to protect against the holder of the A-note from taking
certain actions or, receiving certain benefits to the detriment of the holder of the B-note, the holder of the B-note
often (but not always) has the right to purchase the A-note from its holder. If available, this right may not be
meaningful to us. For example, we may not have the capital available to protect our B-note interest or purchasing
the A-note may alter our overall portfolio and risk/return profile to the detriment of our stockholders.

We may find it necessary or desirable to foreclose on certain of the loans or CMBS we acquire, and the
Jforeclosure process may be lengthy and expensive.

We may find it necessary or desirable to foreclose on certain of the loans or CMBS we acquire, and the
foreclosure process may be lengthy and expensive. The protection of the terms of the applicable loan, including
the validity or enforceability of the loan and the maintenance of the anticipated priority and perfection of the
applicable security interests may not be adequate. Furthermore, claims may be asserted by lenders or borrowers
that might interfere with enforcement of our rights. Borrowers may resist foreclosure actions by asserting
numerous claims, counterclaims and defenses against us, including, without limitation, lender liability claims and
defenses, even when the assertions may have no basis in fact, in an effort to prolong the foreclosure action and
seek to force the lender into a modification of the loan or a favorable buy-out of the borrower’s position in the
loan. In some states, foreclosure actions can take several years or more to litigate. At any time prior to or during
the foreclosure proceedings, the borrower may file for bankruptcy or its equivalent, which would have the effect
of staying the foreclosure actions and further delaying the foreclosure process and potentially result in a
reduction or discharge of a borrower’s debt. Foreclosure may create a negative public perception of the related
property, resulting in a diminution of its value, and in the event of any such foreclosure or other similar real
estate owned-proceeding, we would also become the subject to the various risks associated with direct ownership
of real estate, including environmental liabilities. Even if we are successful in foreclosing on a loan, the
liquidation proceeds upon sale of the underlying real estate may not be sufficient to recover our cost basis in the
loan, resulting in a loss to us. Furthermore, any costs or delays involved in the foreclosure of the loan or a
liquidation of the underlying property will further reduce the net proceeds and, thus, increase the loss.

General Risks Related to Investments in Real Estate-Related Securities

We generally invest in high-yield securities which are generally subject to more risk than higher rated
securities.

Debt securities that are, at the time of purchase, rated below investment grade (below Baa by Moody’s and below
BBB by S&P and Fitch), an equivalent rating assigned by another nationally recognized statistical rating
organization or unrated but judged by the Advisor to be of comparable quality are commonly referred to as
“high-yield” securities.

Investments in high-yield securities generally provide greater income and increased opportunity for capital
appreciation than investments in higher quality securities, but they also typically entail greater price volatility
and principal and income risk, including the possibility of issuer default and bankruptcy. High-yield securities
are regarded as predominantly speculative with respect to the issuer’s continuing ability to meet principal and
interest payments. Debt securities in the lowest investment grade category also may be considered to possess
some speculative characteristics by certain rating agencies. In addition, analysis of the creditworthiness of issuers
of high-yield securities may be more complex than for issuers of higher quality securities.

High-yield securities may be more susceptible to real or perceived adverse economic and competitive industry
conditions than investment grade securities. A projection of an economic downturn or of a period of rising
interest rates, for example, could cause a decline in high yield security prices because the advent of a recession
could lessen the ability of an issuer to make principal and interest payments on its debt obligations. If an issuer of
high yield securities defaults, in addition to risking non-payment of all or a portion of interest and principal, we
may incur additional expenses to seek recovery. The market prices of high-yield securities structured as
zero-coupon, step-up or payment-in-kind securities will normally be affected to a greater extent by interest rate
changes, and therefore tend to be more volatile than the prices of securities that pay interest currently and in cash.

39



The secondary market on which high-yield securities are traded may be less liquid than the market for investment
grade securities. Less liquidity in the secondary trading market could adversely affect the price at which we could
sell a high yield security, and could adversely affect the NAV of our shares. Adverse publicity and investor
perceptions, whether or not based on fundamental analysis, may decrease the values and liquidity of high yield
securities, especially in a thinly-traded market. When secondary markets for high yield securities are less liquid
than the market for investment grade securities, it may be more difficult to value the securities because such
valuation may require more research, and elements of judgment may play a greater role in the valuation because
there is less reliable, objective data available. During periods of thin trading in these markets, the spread between
bid and asked prices is likely to increase significantly and we may have greater difficulty selling our portfolio
securities. We will be more dependent on the Advisor’s research and analysis when investing in high-yield
securities.

Some of our securities investments may become distressed, which securities would have a high risk of default
and may be illiquid.

While it is generally anticipated that our real estate-related investments will focus primarily on investments in
non-distressed real estate-related interests (based on our belief that there is not a low likelihood of repayment),
our investments may become distressed following our acquisition thereof. During an economic downturn or
recession, securities of financially troubled or operationally troubled issuers are more likely to go into default
than securities of other issuers. Securities of financially troubled issuers and operationally troubled issuers are
less liquid and more volatile than securities of companies not experiencing financial difficulties. The market
prices of such securities are subject to erratic and abrupt market movements and the spread between bid and
asked prices may be greater than normally expected. Investment in the securities of financially troubled issuers
and operationally troubled issuers involves a high degree of credit and market risk. There is no assurance that the
Advisor will correctly evaluate the value of the assets collateralizing such investments or the prospects for a
successful reorganization or similar action.

These financial difficulties may never be overcome and may cause issuers to become subject to bankruptcy or
other similar administrative proceedings. There is a possibility that we may incur substantial or total losses on
our investments and in certain circumstances, subject us to certain additional potential liabilities that may exceed
the value of our original investment therein. For example, under certain circumstances, a lender who has
inappropriately exercised control over the management and policies of a debtor may have its claims subordinated
or disallowed or may be found liable for damages suffered by parties as a result of such actions. In any
reorganization or liquidation proceeding relating to our investments, we may lose our entire investment, may be
required to accept cash or securities with a value less than our original investment and/or may be required to
accept different terms, including payment over an extended period of time. In addition, under certain
circumstances payments to us may be reclaimed if any such payment or distribution is later determined to have
been a fraudulent conveyance, preferential payment, or similar transactions under applicable bankruptcy and
insolvency laws. Furthermore, bankruptcy laws and similar laws applicable to administrative proceedings may
delay our ability to realize on collateral for loan positions we held, or may adversely affect the economic terms
and priority of such loans through doctrines such as equitable subordination or may result in a restructure of the
debt through principles such as the “cramdown” provisions of the bankruptcy laws.

The lack of liquidity in our securities investments may adversely affect our business.

There can be no assurance that there will be a ready market for the resale of our real estate-related securities
investments because such investments may not be liquid. Illiquidity may result from the absence of an
established market for the investments, as well as legal or contractual restrictions on their resale by us,
particularly for certain of our loan investments. The credit markets, including the CMBS market, have
periodically experienced decreased liquidity on the primary and secondary markets during periods of market
volatility. Such market conditions could re-occur and would impact the valuations of our investments and impair
our ability to sell such investments if we were required to liquidate all or a portion of our investments quickly.
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Certain risks associated with CMBS may adversely affect our results of operations and financial condition.

We may invest a portion of our assets in pools or tranches of CMBS. The collateral underlying CMBS generally
consists of commercial mortgages on real property that has a multifamily or commercial use, such as retail space,
office buildings, warehouse property and hotels, and which from time to time may include assets or properties
owned directly or indirectly by one or more Other Starwood Accounts. CMBS have been issued in a variety of
issuances, with varying structures including senior and subordinated classes. The commercial mortgages
underlying CMBS generally face the risks described above in “—We may invest in commercial mortgage loans
which are non-recourse in nature and include limited options for financial recovery in the event of default; an
event of default may adversely affect our results of operations and financial condition.”

Concentrated CMBS investments may pose specific risks beyond the control of the Advisor that may adversely
affect our results of operations and financial condition.

Default risks with respect to CMBS investments may be further pronounced in the case of single-issuer CMBSs
or CMBSs secured by a small or less diverse collateral pool. At any one time, a portfolio of CMBS may be
backed by commercial mortgage loans disproportionately secured by properties in only a few states, regions or
foreign countries. As a result, such investments may be more susceptible to geographic risks relating to such
areas, including adverse economic conditions, declining home values, adverse events affecting industries located
in such areas and other factors beyond the control of the Advisor relative to investments in multi-issuer CMBS or
a pool of mortgage loans having more diverse property locations.

The quality of the CMBS is dependent on the credit quality and selection of the mortgages for each issuance.

CMBS are also affected by the quality of the credit extended. As a result, the quality of the CMBS is dependent
upon the selection of the commercial mortgages for each issuance and the cash flow generated by the commercial
real estate assets, as well as the relative diversification of the collateral pool underlying such CMBS and other
factors such as adverse selection within a particular tranche or issuance.

There are certain risks associated with the insolvency of obligations backing mortgage-backed securities and
other investments.

The real estate loans backing the mortgage-backed securities (“MBS”) and other investments may be subject to
various laws enacted in the jurisdiction or state of the borrower for the protection of creditors. If an unpaid
creditor files a lawsuit seeking payment, the court may invalidate all or part of the borrower’s debt as a
fraudulent conveyance, subordinate such indebtedness to existing or future creditors of the borrower or recover
amounts previously paid by the borrower in satisfaction of such indebtedness, based on certain tests for borrower
insolvency and other facts and circumstances, which may vary by jurisdiction. There can be no assurance as to
what standard a court would apply in order to determine whether the borrower was “insolvent” after giving effect
to the incurrence of the indebtedness constituting the mortgage backing the MBS and other investments, or that
regardless of the method of valuation, a court would not determine that the borrower was “insolvent” after giving
effect to such incurrence. In addition, in the event of the insolvency of a borrower, payments made on such
mortgage loans could be subject to avoidance as a “preference” if made within a certain period of time (which
may be as long as one year and one day) before insolvency.

There are certain risks associated with MBS interest shortfalls.

Our MBS investments may be subject to interest shortfalls due to interest collected from the underlying loans not
being sufficient to pay accrued interest to all of the MBS. Interest shortfalls to the MBS trust will occur when the
servicer does not advance full interest payments on defaulted loans. The servicer in a MBS trust is required to
advance monthly principal and interest payments due on a delinquent loan. Once a loan is delinquent for a period
of time (generally 60 days), the servicer is required to obtain a new appraisal to determine the value of the
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property securing the loan. The servicer is only required to advance interest based on the lesser of the loan
amount or 90%, generally, of the appraised value. Interest shortfalls occur when 90%, generally, of the appraised
value is less than the loan amount and the servicer does not advance interest on the full loan amount. The
resulting interest shortfalls impact interest payments on the most junior class in the trust first. As interest
shortfalls increase, more senior classes may be impacted. Over time, senior classes may be reimbursed for
accumulated shortfalls if the delinquent loans are resolved, but there is no guarantee that shortfalls will be
collected. Interest shortfalls to the MBS trust may also occur as a result of accumulated advances and expenses
on defaulted loans. When a defaulted loan or foreclosed property is liquidated, the servicer will be reimbursed for
accumulated advances and expenses prior to payments to MBS bond holders. If proceeds are insufficient to
reimburse the servicer or if a defaulted loan is modified and not foreclosed, the servicer is able to make a claim
on interest payments that is senior to the bondholders to cover accumulated advances and expenses. If the claim
is greater than interest collected on the loans, interest shortfalls could impact one or more bond classes in a MBS
trust until the servicer’s claim is satisfied.

Our CMBS investments face risks associated with extensions that may adversely affect our results of
operations and financial condition.

Our CMBS and other investments may be subject to extension, resulting in the term of the securities being longer
than expected. Extensions are affected by a number of factors, including the general availability of financing in
the market, the value of the related mortgaged property, the borrower’s equity in the mortgaged property, the
financial circumstances of the borrower, fluctuations in the business operated by the borrower on the mortgaged
property, competition, general economic conditions and other factors. Such extension may also be made without
the Advisor’s consent.

There are certain risks associated with the servicers of commercial real estate loans underlying CMBS and
other investments.

The exercise of remedies and successful realization of liquidation proceeds relating to commercial real estate
loans underlying CMBS and other investments may be highly dependent on the performance of the servicer or
special servicer. The servicer may not be appropriately staffed or compensated to immediately address issues or
concerns with the underlying loans. Such servicers may exit the business and need to be replaced, which could
have a negative impact on the portfolio due to lack of focus during a transition. Special servicers frequently are
affiliated with investors who have purchased the most subordinate bond classes, and certain servicing actions,
such as a loan extension instead of forcing a borrower pay off, may benefit the subordinate bond classes more so
than the senior bonds. While servicers are obligated to service the portfolio subject to a servicing standard and
maximize the present value of the loans for all bond classes, servicers with an affiliate investment in the CMBS
or other investments may have a conflict of interest. There may be a limited number of special servicers
available, particularly those which do not have conflicts of interest. In addition, to the extent any such servicers
fail to effectively perform their obligations pursuant to the applicable servicing agreements, such failure may
adversely affect our investments.

We have and may in the future acquire and sell residential credit investments, which may subject us to legal,
regulatory and other risks that could adversely impact our business and financial results.

We have and may in the future invest directly and indirectly in residential credit investments, which may include
performing loans, nonperforming loans, residential mortgage loans and residential mortgage-backed securities
(“RMBS”), which represent interests in pools of residential mortgage loans secured by one to four family
residential mortgage loans. Investments in residential credit (including RMBS) are subject to various risks and
uncertainties, including credit, market, interest rate, structural and legal risk. These risks may be magnified by
volatility in the economy and in real estate markets generally. Residential credits are not traded on an exchange
and there may be a limited market for the securities, especially when there is a perceived weakness in the
mortgage and real estate market sectors.
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Residential mortgage loans are obligations of the borrowers thereunder only and are not typically insured or
guaranteed by any other person or entity, although such loans may be securitized by government agencies and the
securities issued may be guaranteed. The rate of defaults and losses on residential mortgage loans will be affected
by a number of factors, including general economic conditions and those in the geographic area where the
mortgaged property is located, the terms of the mortgage loan, the borrower’s equity in the mortgaged property,
and the financial circumstances of the borrower. Certain mortgage loans may be of sub-prime credit quality (i.e.,
do not meet the customary credit standards of Fannie Mae and Freddie Mac). Delinquencies and liquidation
proceedings are more likely with sub-prime mortgage loans than with mortgage loans that satisfy customary
credit standards. If a residential mortgage loan is in default, foreclosure of such residential mortgage loan may be
a lengthy and difficult process, and may involve significant expenses. Furthermore, the market for defaulted
residential mortgage loans or foreclosed properties may be very limited.

Residential mortgage loans in an issue of RMBS may also be subject to various U.S. federal and state laws,
foreign laws, public policies and principles of equity that protect consumers which, among other things, may
regulate interest rates and other fees, require certain disclosures, require licensing of originators, prohibit
discriminatory lending practices, regulate the use of consumer credit information, and regulate debt collection
practices. In addition, a number of legislative proposals have been introduced in the United States at the federal,
state, and municipal level that are designed to discourage predatory lending practices. Violation of such laws,
public policies, and principles may limit the servicer’s ability to collect all or part of the principal or interest on a
residential mortgage loan, entitle the borrower to a refund of amounts previously paid by it, or subject the
servicer to damages and administrative enforcement. Any such violation could also result in cash flow delays and
losses on the related issue of RMBS.

Our investments in RMBS, which may include government mortgage pass-through securities and non-agency
RMBS, are subject to certain other risks which may adversely affect our results of operations and financial
condition.

Our investments in RMBS are subject to the risks of defaults, foreclosure timeline extension, fraud, home price
depreciation and unfavorable modification of loan principal amount, interest rate and amortization of principal
accompanying the underlying residential mortgage loans. To the extent that assets underlying our investments are
concentrated geographically, by property type or in certain other respects, we may be subject to certain of the
foregoing risks to a greater extent. In the event of defaults on the residential mortgage loans that underlie our
investments in RMBS and the exhaustion of any underlying or any additional credit support, we may not realize
our anticipated return on our investments and we may incur a loss on these investments. At any one time, a
portfolio of RMBS may be backed by residential mortgage loans with disproportionately large aggregate
principal amounts secured by properties in only a few states or regions in the United States or in only a few
foreign countries. As a result, the residential mortgage loans may be more susceptible to geographic risks relating
to such areas, such as adverse economic conditions, adverse political changes, adverse events affecting industries
located in such areas and natural hazards affecting such areas, than would be the case for a pool of mortgage
loans having more diverse property locations. We may also acquire non-agency RMBS, which are backed by
residential property but, in contrast to agency RMBS, their principal and interest are not guaranteed by federally
chartered entities such as the Fannie Mae and Freddie Mac and, in the case of the Government National
Mortgage Association (“Ginnie Mae”), the U.S. government. In addition, we may invest in government mortgage
pass-through securities, which represent participation interests in pools of residential mortgage loans purchased
from individual lenders by a federal agency or originated by private lenders and guaranteed by a federal agency,
including those issued or guaranteed by Ginnie Mae, Fannie Mae and Freddie Mac. Ginnie Mae certificates are
direct obligations of the U.S. Government and, as such, are backed by the “full faith and credit” of the United
States. Fannie Mae is a federally chartered, privately owned corporation and Freddie Mac is a corporate
instrumentality of the United States. Fannie Mae and Freddie Mac certificates are not backed by the full faith and
credit of the United States but the issuing agency or instrumentality has the right to borrow, to meet its
obligations, from an existing line of credit with the U.S. Treasury. The U.S. Treasury has no legal obligation to
provide such line of credit and may choose not to do so.
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We may invest in structured products or similar products that may include structural and legal risks.

We may invest from time to time in structured products. These investments may include debt securities issued by
a private investment fund that invests, on a leveraged basis, in bank loans, high-yield debt or other asset groups,
certificates issued by a structured investment vehicle that holds pools of commercial mortgage loans, as well as
MBS credit default swaps (e.g., CMBX). We may also invest in credit risk transfer notes that, while not
structured products, face similar risks as structured products because they are debt securities issued by
governmental agencies but their value depends in part on a pool of mortgage loans. Our investments in structured
products will be subject to a number of risks, including risks related to the fact that the structured products will
be leveraged, and other structural and legal risks related thereto. Many structured products contain covenants
designed to protect the providers of debt financing to such structured products. A failure to satisfy those
covenants could result in the untimely liquidation of the structured product and a complete loss of our investment
therein. In addition, if the particular structured product is invested in a security in which we are also invested, this
would tend to increase our overall exposure to the credit of the issuer of such securities, at least on an absolute, if
not on a relative basis. The value of an investment in a structured product will depend on the investment
performance of the assets in which the structured product invests and will, therefore, be subject to all of the risks
associated with an investment in those assets. These risks include the possibility of a default by, or bankruptcy
of, the issuers of such assets or a claim that the pledging of collateral to secure any such asset constituted a
fraudulent conveyance or preferential transfer that can be subordinated to the rights of other creditors of the
issuer of such asset or nullified under applicable law.

We will face risks related to our investments in collateralized debt obligations.

We may invest in collateralized debt obligations (“CDOs”). CDOs include, among other things, collateralized
loan obligations (“CLOs”) and other similarly structured securities. A CLO is a trust typically collateralized by a
pool of loans, which may include, among others, domestic and foreign senior secured loans, senior unsecured
loans and subordinate corporate loans, including loans that may be rated below investment grade or equivalent
unrated loans. CDOs may charge a management fee and administrative expenses. For CLOs, the cash flows from
the trust are split into two or more portions, called tranches, varying in risk and yield. The riskiest portion is the
“equity” tranche, which bears the bulk of defaults from the bonds or loans in the trust and serves to protect the
other, more senior tranches from default in all but the most severe circumstances. Since it is partially protected
from defaults, a senior tranche from a CLO trust typically has higher ratings and lower yields than the underlying
securities, and can be rated investment grade. Despite the protection from the equity tranche, CLO tranches can
experience substantial losses due to actual defaults, increased sensitivity to defaults due to collateral default and
disappearance of protecting tranches, market anticipation of defaults and aversion to CLO securities as a

class. The risks of an investment in a CDO depend largely on the type of the collateral and the class of the CDO
in which we invest.

Normally, CLOs and other CDOs are privately offered and sold, and thus are not registered under the securities
laws. As a result, certain investments in CDOs may be characterized as illiquid securities and volatility in CLO
and CDO trading markets may cause the value of these investments to decline. Moreover, if the underlying
mortgage portfolio has been overvalued by the originator, or if the values subsequently decline and, as a result,
less collateral value is available to satisfy interest and principal payments and any other fees in connection with
the trust or other conduit arrangement for such securities, we may incur significant losses. Also, with respect to
the CLOs and CDOs in which we may invest, control over the related underlying loans will be exercised through
a special servicer or collateral manager designated by a “directing certificate holder” or a “controlling class
representative,” or otherwise pursuant to the related securitization documents. We may acquire classes of CLOs
or CDOs for which we may not have the right to appoint the directing certificate holder or otherwise direct the
special servicing or collateral management. With respect to the management and servicing of those loans, the
related special servicer or collateral manager may take actions that could adversely affect our interests. In
addition to the risks associated with debt instruments (e.g., interest rate risk and credit risk), CDOs carry
additional risks including, but not limited to: (i) the possibility that distributions from collateral securities will not
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be adequate to make interest or other payments; (ii) the quality of the collateral may decline in value or default;
(iii) the possibility that we may invest in CDOs that are subordinate to other classes; and (iv) the complex
structure of the security may not be fully understood at the time of investment and may produce disputes with the
issuer or unexpected investment results.

We may face risks related to investments in mezzanine loans.

Although not secured by the underlying real estate, mezzanine loans are also subject to risk of subordination and
share certain characteristics of subordinate loan interests described above. As with commercial mortgage loans,
repayment of a mezzanine loan is dependent on the successful operation of the underlying commercial properties
and, therefore, is subject to similar considerations and risks. Mezzanine loans may also be affected by the
successful operation of other properties, but mezzanine loans are not secured by interests in the underlying
commercial properties.

We may invest in real estate-related equity, which is subordinate to any indebtedness, but involves different
rights.

We may invest from time to time in non-controlling equity positions and other real estate-related

interests. Preferred equity investments are subordinate to any indebtedness, but senior to the owners’ common
equity. Preferred equity investments typically pay a dividend rather than interest payments and often have the
right for such dividends to accrue if there is insufficient cash flow to pay currently. These interests are not
secured by the underlying real estate, but upon the occurrence of a default, the preferred equity provider typically
has the right to effectuate a change of control with respect to the ownership of the property.

We may invest in equity of other REITs that invest in real estate debt as one of their core businesses and other
real estate-related companies, which subjects us to certain risks including those risks associated with an
investment in our own common stock.

REITs that invest primarily in real estate debt are subject to the risks of the real estate debt market and, more
generally, the real estate market and securities market.

REITs are dependent upon specialized management skills, have limited diversification and are, therefore, subject
to risks inherent in financing a limited number of projects. REITs may be subject to management fees and other
expenses, and so when we invest in REITs we will bear our proportionate share of the costs of the REITs’
operations. Investing in REITs and real estate-related companies involves certain unique risks in addition to those
risks associated with investing in the real estate industry in general. The market value of REIT shares and the
ability of the REIT to distribute income may be adversely affected by several factors, including the risks
described herein that relate to an investment in our common stock. REITs depend generally on their ability to
generate cash flow to make distributions to stockholders, and certain REITs have self-liquidation provisions by
which mortgages held may be paid in full and distributions of capital returns may be made at any time. In
addition, distributions received by us from REITs may consist of dividends, capital gains and/or return of capital.
Generally, dividends received by us from REIT shares and distributed to our stockholders will not constitute
“qualified dividend income” eligible for the reduced tax rate applicable to qualified dividend income. In addition,
the performance of a REIT may be affected by changes in the tax laws or by its failure to qualify for tax-free
pass-through of income.

REITs (especially mortgage REITSs) are also subject to interest rate risk. Rising interest rates may cause REIT
investors to demand a higher annual yield, which may, in turn, cause a decline in the market price of the equity
securities issued by a REIT.

Investing in certain REITs and real estate-related companies, which often have small market capitalizations, may
also involve the same risks as investing in other small capitalization companies. REITs and real estate-related
companies may have limited financial resources and their securities may trade less frequently and in limited
volume and may be subject to more abrupt or erratic price movements than larger company securities.
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We may face “spread widening” risk related to our securities investments.

For reasons not necessarily attributable to any of the risks set forth herein (for example, supply/demand
imbalances or other market forces), the market spreads of the securities in which we invest may increase
substantially causing the securities prices to fall. It may not be possible to predict, or to hedge against, such
“spread widening” risk. In addition, mark-to-market accounting of our investments will have an interim effect on
the reported value prior to realization of an investment.

We may encounter adverse changes in the credit markets.

Any adverse changes in the global credit markets could make it more difficult for us to obtain favorable
financing. Our ability to generate attractive investment returns for our stockholders will be adversely affected to
the extent we are unable to obtain favorable financing terms. If we are unable to obtain favorable financing
terms, it may not be able to adequately leverage our portfolio, may face increased financing expenses or may face
increased restrictions on its investment activities, any of which would negatively impact our performance.

We will face risks associated with hedging transactions.

We may utilize a wide variety of derivative and other hedging instruments for risk management purposes, the use
of which is a highly specialized activity that may entail greater than ordinary investment risks. Any such
derivative and other hedging transactions may not be effective in mitigating risk in all market conditions or
against all types of risk (including unidentified or unanticipated risks), thereby resulting in losses to us. Engaging
in derivative and other hedging transactions may result in a poorer overall performance for us than if we had not
engaged in any such transaction, and the Advisor may not be able to effectively hedge against, or accurately
anticipate, certain risks that may adversely affect our investment portfolio. In addition, our investment portfolio
will always be exposed to certain risks that cannot be fully or effectively hedged, such as credit risk relating both
to particular securities and counterparties as well as interest rate risks. See “—We will invest in derivatives,
which involve numerous risks” below.

We will invest in derivatives, which involve numerous risks.

We will enter into derivatives transactions including, but not limited to, options contracts, futures contracts,
options on futures contracts, forward contracts, interest rate swaps, total return swaps, credit default swaps and
other swap agreements for investment, hedging or leverage purposes. Our use of derivative instruments may be
particularly speculative and involves investment risks and transaction costs to which we would not be subject
absent the use of these instruments, and use of derivatives generally involves leverage in the sense that the
investment exposure created by the derivatives may be significantly greater than our initial investment in the
derivative. Leverage magnifies investment, market and certain other risks. Thus, the use of derivatives may result
in losses in excess of principal and greater than if they had not been used. The ability to successfully use
derivative investments depends on the ability of the Advisor. The skills needed to employ derivatives strategies
are different from those needed to select portfolio investments and, in connection with such strategies, the
Advisor must make predictions with respect to market conditions, liquidity, market values, interest rates or other
applicable factors, which may be inaccurate. The use of derivative investments may require us to sell or purchase
portfolio investments at inopportune times or for prices below or above the current market values, may limit the
amount of appreciation we can realize on an investment or may cause us to hold a security that we might
otherwise want to sell. We will also be subject to credit risk with respect to the counterparties to our derivatives
contracts (whether a clearing corporation in the case of exchange-traded instruments or another third party in the
case of over-the-counter instruments). In addition, the use of derivatives will be subject to additional unique risks
associated with such instruments including a lack of sufficient asset correlation, heightened volatility in reference
to interest rates or prices of reference instruments and duration/term mismatch, each of which may create
additional risk of loss.
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Failure to obtain and maintain an exemption from being regulated as a commodity pool operator could
subject us to additional regulation and compliance requirements that could materially adversely affect our
business, results of operations and financial condition.

Registration with the U.S. Commodity Futures Trading Commission (the “CFTC”) as a “commodity pool
operator” or any change in our operations necessary to maintain our ability to rely upon the exemption from
being regulated as a commodity pool operator could adversely affect our ability to implement our investment
program, conduct our operations and/or achieve our objectives and subject us to certain additional costs,
expenses and administrative burdens. Furthermore, any determination by us to cease or to limit investing in
interests that may be treated as “commodity interests” in order to comply with the regulations of the CFTC may
have a material adverse effect on our ability to implement our investment objectives and to hedge risks
associated with our operations.

We will face risks associated with short sales.

Our use of short sales for investment and/or risk management purposes subjects us to risks associated with
selling short. We may engage in short sales where we do not own or have the right to acquire the security sold
short at no additional cost. Our loss on a short sale theoretically could be unlimited in a case where we are
unable, for whatever reason, to close out a short position.

Our short selling strategies may limit our ability to benefit from increases in the markets. Short selling also
involves a form of financial leverage that may exaggerate any losses. Also, there is the risk that the counterparty
to a short sale may fail to honor its contractual terms, causing a loss to us. Finally, SEC, FINRA or other
regulations relating to short selling may restrict our ability to engage in short selling.

We may make open market purchases or invest in publicly traded securities.

Although not anticipated to be a meaningful component of our investment strategy, we have the ability to invest
in securities that are publicly traded and are, therefore, subject to the risks inherent in investing in public
securities. When investing in public securities, we may be unable to obtain financial covenants or other
contractual rights, including management rights that we might otherwise be able to obtain in making privately
negotiated investments. Moreover, we may not have the same access to information in connection with
investments in public securities, either when investigating a potential investment or after making an investment,
as compared to privately negotiated investments. Furthermore, we may be limited in our ability to make
investments, and to sell existing investments, in public securities because Starwood Capital or its affiliates may
be deemed to have material, non-public information regarding the issuers of those securities or as a result of
other internal policies. The inability to sell public securities in these circumstances could materially adversely
affect the investment results. In addition, an investment may be sold by us to a public company where the
consideration received is a combination of cash and stock of the public company, which may, depending on the
securities laws of the relevant jurisdiction, be subject to lock-up periods.

Political changes may affect the real estate-related securities markets.

The current regulatory environment in the United States may be impacted by future legislative developments,
such as amendments to key provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act. On
February 3, 2017, President Trump signed an executive order calling for the administration to review U.S.
financial laws and regulations in order to determine their consistency with a set of core principles identified in
the order. Future changes may include certain deregulatory measures for the U.S. financial services industry,
including changes to Financial Stability Oversight Council, the Volcker Rule and credit risk retention
requirements, among other areas.

The outcome of the upcoming presidential, congressional and other elections creates uncertainty with respect to
legal, tax and regulatory regimes in which we and our investments, as well as the Advisor and its affiliates, will

47



operate. Any significant changes in, among other things, economic policy (including with respect to interest rates
and foreign trade), the regulation of the investment management industry, tax law, immigration policy and/or
government entitlement programs could have a material adverse impact on us and our investments.

Risks Related to Debt Financing

We will incur mortgage indebtedness and other borrowings, which may increase our business risks, could
hinder our ability to make distributions and could decrease the value of our stockholders’ investments.

Our acquisition of investment properties has been and will be financed in substantial part by borrowing, which
increases our exposure to loss. Under our charter, we have a limitation that precludes us from borrowing in
excess of 300% of our net assets, which approximates borrowing 75% of the cost of our investments (unless a
majority of our independent directors approves any borrowing in excess of the limit and we disclose the
justification for doing so to our stockholders), but such restriction does not restrict the amount of indebtedness
we may incur with respect to any single investment. Our target leverage ratio after our ramp-up period is
approximately 50% to 65% of our gross real estate assets (measured using the greater of fair market value and
cost of gross real estate assets, including equity in our real estate-related debt and real estate-related securities),
inclusive of property-level and entity-level debt net of cash, but excluding debt on our real estate-related debt and
real estate-related securities portfolios. The use of leverage involves a high degree of financial risk and will
increase the exposure of the investments to adverse economic factors such as rising interest rates, downturns in
the economy or deteriorations in the condition of the investments. Principal and interest payments on
indebtedness (including mortgages having “balloon” payments) will have to be made regardless of the
sufficiency of cash flow from the properties. Our investments will be impaired by a smaller decline in the value
of the properties than is the case where properties are owned with a proportionately smaller amount of debt.

We may incur or increase our mortgage debt by obtaining loans secured by a portfolio of some or all of the real
estate properties acquired and may borrow under mortgages on properties after they are acquired. Depending on
the level of leverage and decline in value, if mortgage payments are not made when due, one or more of the
properties may be lost (and our investment therein rendered valueless) as a result of foreclosure by the
mortgagee(s). A foreclosure may also have substantial adverse tax consequences for us.

Many of these same issues also apply to credit facilities which are expected to be in place at various times as
well. For example, the loan documents for such facilities may include various coverage ratios, the continued
compliance with which may not be completely within our control. If such coverage ratios are not met, the lenders
under such credit facilities may declare any unfunded commitments to be terminated and declare any amounts
outstanding to be due and payable. We may also rely on short-term financing that would be especially exposed to
changes in availability.

Although borrowings by us have the potential to enhance overall returns that exceed our cost of funds, they will
further diminish returns (or increase losses on capital) to the extent overall returns are less than our cost of
funds. As a result, the possibilities of profit and loss are increased. Borrowing money to purchase properties
provides us with the advantages of leverage, but exposes us to greater market risks and higher current expenses.

If we draw on a line of credit to fund repurchases or for any other reason, our financial leverage ratio could
increase beyond our target.

We may seek to obtain a line of credit in an effort to provide for a ready source of liquidity for any business
purpose, including to fund repurchases of shares of our common stock in the event that repurchase requests
exceed our operating cash flow and/or net proceeds from our continuous offering. There can be no assurances
that we will be able to obtain a line of credit on financially reasonable terms. In addition, we may not be able to
obtain a line of credit of an appropriate size for our business until such time as we have a substantial portfolio, or
at all. If we borrow under a line of credit to fund repurchases of shares of our common stock, our financial
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leverage will increase and may exceed our target leverage ratio. Our leverage may remain at the higher level until
we receive additional net proceeds from our continuous offering or generate sufficient operating cash flow or
proceeds from asset sales to repay outstanding indebtedness. In connection with a line of credit, distributions may
be subordinated to payments required in connection with any indebtedness contemplated thereby. We may utilize
a line of credit for the benefit of Other Starwood Accounts which may invest alongside us in one or more
investments. In such circumstances, we generally intend to disclose such arrangements as part of our reporting
and enter into arrangements to cause any Other Starwood Accounts to bear (or reimburse us for) their pro rata
share of any costs and expenses (including interest payments) allocable to such extensions of credit.

Increases in interest rates could increase the amount of our loan payments and adversely affect our ability to
make distributions to our stockholders.

Interest we pay on our loan obligations will reduce cash available for distributions. We have and will likely in the
future obtain variable rate loans, and as a result, increases in interest rates could increase our interest costs, which
could reduce our cash flows and our ability to make distributions. In addition, if we need to repay existing loans
during periods of rising interest rates, we could be required to liquidate one or more of our investments at times
that may not permit realization of the maximum return on such investments. While we cannot predict factors
which may or may not affect interest rates, during the year ended December 31, 2019, a 10% increase or decrease
in the one-month U.S. denominated LIBOR rate would have resulted in an increase or decrease to income from
real estate-related securities of $0.1 million.

Volatility in the financial markets and challenging economic conditions could adversely affect our ability to
secure debt financing on attractive terms and our ability to service any future indebtedness that we may incur.

Any return of volatility of the global credit markets could make it more difficult for financial sponsors like
Starwood Capital to obtain favorable financing for investments. During the prior period of volatility, a widening
of credit spreads, coupled with the extreme volatility of the global debt markets and a rise in interest rates,
dramatically reduced investor demand for high yield debt and senior bank debt, which in turn led some
investment banks and other lenders to be unwilling to finance new investments or to only offer committed
financing for these investments on unattractive terms. If the overall cost of borrowing increases, either by
increases in the index rates or by increases in lender spreads, the increased costs may result in future acquisitions
generating lower overall economic returns and potentially reducing future cash flow available for

distribution. Disruptions in the debt markets negatively impact our ability to borrow monies to finance the
purchase of, or other activities related to, real estate assets. If we are unable to borrow monies on terms and
conditions that we find acceptable, we likely will have to reduce the number of properties we can purchase, and
the return on the properties we do purchase may be lower. In addition, we may find it difficult, costly or
impossible to refinance indebtedness that is maturing. Moreover, to the extent that such marketplace events are
not temporary, they could have an adverse impact on the availability of credit to businesses generally and could
lead to an overall weakening of the U.S. economy.

Lenders may require us to enter into restrictive covenants relating to our operations, which could limit our
ability to make distributions to our stockholders.

When providing financing, a lender may impose restrictions on us that affect our distribution and operating
policies and our ability to obtain additional loans. Loan documents we enter into may contain covenants that limit
our ability to further mortgage or dispose of the property or discontinue insurance coverage. In addition, loan
documents may limit our ability to enter into or terminate certain operating or lease agreements related to the
property. Loan documents may also require lender approval of certain actions and as a result of the lender’s
failure to grant such approval, we may not be able to take a course of action we deem most profitable. These or
other limitations may adversely affect our flexibility and our ability to make distributions to our stockholders and
the value of their investments.
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If we enter into financing arrangements involving balloon payment obligations, it may adversely affect our
ability to make distributions to our stockholders.

Some of our financing arrangements may require us to make a lump-sum or “balloon” payment at maturity. Our
ability to make a balloon payment is uncertain and may depend upon our ability to obtain replacement financing
or our ability to sell particular properties. At the time the balloon payment is due, we may or may not be able to
refinance the balloon payment on terms as favorable as the original loan or sell the particular property at a price
sufficient to make the balloon payment. Such a refinancing would be dependent upon interest rates and lenders’
policies at the time of refinancing, economic conditions in general and the value of the underlying properties in
particular. The effect of a refinancing or sale could affect the rate of return to stockholders and the projected
timing of disposition of our assets.

We use repurchase agreements to finance our securities investments, which may expose us to risks that could
result in losses.

We use repurchase agreements as a form of leverage to finance our securities investments, and the proceeds from
repurchase agreements generally will be invested in additional securities. There is a risk that the market value of
the securities acquired from the proceeds received in connection with a repurchase agreement may decline below
the price of the securities underlying the repurchase agreement that we have sold but remain obligated to
repurchase. Repurchase agreements also involve the risk that the counterparty liquidates the securities we
delivered to it under the repurchase agreements following the occurrence of an event of default under the
applicable repurchase agreement by us. In addition, there is a risk that the market value of the securities we retain
may decline. If the buyer of securities under a repurchase agreement were to file for bankruptcy or experiences
insolvency, we may be adversely affected. Furthermore, our counterparty may require us to provide additional
margin in the form of cash, securities or other forms of collateral under the terms of the derivative contract. Also,
in entering into repurchase agreements, we bear the risk of loss to the extent that the proceeds of the repurchase
agreement are less than the value of the underlying securities. In addition, the interest costs associated with
repurchase agreements transactions may adversely affect our results of operations and financial condition, and, in
some cases, we may be worse off than if we had not used such instruments.

Failure to hedge effectively against interest rate changes may materially adversely affect our results of
operations and financial condition.

Subject to any limitations required to maintain qualification as a REIT, we may seek to manage our exposure to
interest rate volatility by using interest rate hedging arrangements, such as interest rate cap or collar agreements
and interest rate swap agreements. These agreements involve risks, such as the risk that counterparties may fail to
honor their obligations under these arrangements and that these arrangements may not be effective in reducing
our exposure to interest rate changes. These interest rate hedging arrangements may create additional assets or
liabilities from time to time that may be held or liquidated separately from the underlying property or loan for
which they were originally established. Hedging may reduce the overall returns on our investments. Failure to
hedge effectively against interest rate changes may materially adversely affect our results of operations and
financial condition.

Changes to, or the elimination of, LIBOR may adversely affect interest expense related to borrowings under
our credit facilities and real-estate related investments.

We pay interest under our credit facilities, and receive interest payments on certain of our real estate-related
securities investments, based on LIBOR. Regulators and law-enforcement agencies from a number of
governments, including entities in the United States, Japan, Canada and the United Kingdom, have been
conducting civil and criminal investigations into whether the banks that contributed to the British Bankers’
Association (the “BBA”), in connection with the calculation of daily LIBOR may have underreported or
otherwise manipulated or attempted to manipulate LIBOR.
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Based on a review conducted by the Financial Conduct Authority of the U.K. (the “FCA”) and a consultation
conducted by the European Commission, proposals have been made for governance and institutional reform,
regulation, technical changes and contingency planning. In particular: (a) new legislation has been enacted in the
United Kingdom pursuant to which LIBOR submissions and administration are now “regulated activities” and
manipulation of LIBOR has been brought within the scope of the market abuse regime; (b) legislation has been
proposed which if implemented would, among other things, alter the manner in which LIBOR is determined,
compel more banks to provide LIBOR submissions, and require these submissions to be based on actual
transaction data; and (c) LIBOR rates for certain currencies and maturities are no longer published daily. In
addition, pursuant to authorization from the FCA, ICE Benchmark Administration Limited (formerly NYSE
Euronext Rate Administration Limited) (the “IBA”), took over the administration of LIBOR from the BBA on
February 1, 2014. Any new administrator of LIBOR may make methodological changes to the way in which
LIBOR is calculated or may alter, discontinue or suspend calculation or dissemination of LIBOR.

In a speech on July 27, 2017, Andrew Bailey, the Chief Executive of the FCA, announced the FCA’s intention to
cease sustaining LIBOR after 2021. The FCA has statutory powers to require panel banks to contribute to LIBOR
where necessary. The FCA has decided not to ask, or to require, that panel banks continue to submit
contributions to LIBOR beyond the end of 2021. The FCA has indicated that it expects that the current panel
banks will voluntarily sustain LIBOR until the end of 2021. The FCA’s intention is that after 2021, it will no
longer be necessary for the FCA to ask, or to require, banks to submit contributions to LIBOR. The FCA does not
intend to sustain LIBOR through using its influence or legal powers beyond that date. It is possible that the IBA
and the panel banks could continue to produce LIBOR on the current basis after 2021, if they are willing and able
to do so, but we cannot make assurances that LIBOR will survive in its current form, or at all. The U.S. Federal
Reserve, in conjunction with the Alternative Reference Rates Committee, a steering committee comprised of
large U.S. financial institutions, is recommending replacing U.S.-dollar LIBOR with the Secured Overnight
Financing Rate (“SOFR”), a new index calculated by short-term repurchase agreements, backed by Treasury
securities. Although there have been a few issuances utilizing SOFR or the Sterling Over Night Index Average,
an alternative reference rate that is based on transactions, it is unknown whether these alternative reference rates
will attain market acceptance as replacements for LIBOR.

Our debt includes floating-rate loans and repurchase agreements for which the interest rates are tied to LIBOR
and real estate related securities investments with interest payments based on LIBOR. There is currently no
definitive information regarding the future utilization of LIBOR or of any particular replacement rate. As such,
the potential effect of any such event on our cost of capital and net investment income cannot yet be determined,
and any changes to benchmark interest rates could increase our financing costs or decrease the income we earn
on our real estate-related securities investments, which could impact our results of operations, cash flows and the
market value of our investments.

Risks Related to our Relationship with the Advisor and the Dealer Manager

We depend on the Advisor to select our investments and otherwise conduct our business, and any material
adverse change in its financial condition or our relationship with the Advisor could have a material adverse
effect on our business and ability to achieve our investment objectives.

Our success is dependent upon our relationship with, and the performance of, the Advisor in the acquisition and
management of our real estate portfolio and our corporate operations. The Advisor may suffer or become
distracted by adverse financial or operational problems in connection with Starwood Capital’s business and
activities unrelated to us and over which we have no control. Should the Advisor fail to allocate sufficient
resources to perform its responsibilities to us for any reason, we may be unable to achieve our investment
objectives or to pay distributions to our stockholders.
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The termination or replacement of the Advisor could trigger a repayment event under our mortgage loans for
some of our properties and the credit agreement governing any line of credit we obtain.

Lenders for certain of our properties may request provisions in the mortgage loan documentation that would
make the termination or replacement of the Advisor an event requiring the immediate repayment of the full
outstanding balance of the loan. If we elect to obtain a line of credit and are able to do so, the termination or
replacement of the Advisor could trigger repayment of outstanding amounts under the credit agreement
governing our line of credit. If a repayment event occurs with respect to any of our properties, our results of
operations and financial condition may be adversely affected.

The Advisor’s inability to retain the services of key real estate professionals, including Mr. Sternlicht who
serves on the investment committee of our Advisor, could hurt our performance.

Our success depends to a significant degree upon the contributions of certain key real estate professionals
employed by the Advisor, including Mr. Sternlicht who serves on the investment committee of our Advisor, each
of whom would be difficult to replace. There is ever increasing competition among alternative asset firms,
financial institutions, private equity firms, investment advisors, investment managers, real estate investment
companies, REITs and other industry participants for hiring and retaining qualified investment professionals and
there can be no assurance that such professionals will continue to be associated with us or the Advisor,
particularly in light of our perpetual-life nature, or that replacements will perform well. Neither we nor the
Advisor have employment agreements with these individuals and they may not remain associated with us. If any
of these persons were to cease their association with us, our operating results could suffer. Our future success
depends, in large part, upon the Advisor’s ability to attract and retain highly skilled managerial, operational and
marketing professionals. If the Advisor loses or is unable to obtain the services of highly skilled professionals,
our ability to implement our investment strategies could be delayed or hindered.

The success of the Offering is dependent, in part, on the ability of the Dealer Manager to retain key employees
and to successfully build and maintain a network of licensed broker-dealers.

The dealer manager for the Offering is Starwood Capital, L.L.C. The success of the Offering and our ability to
implement our business strategy is dependent upon the ability of our Dealer Manager to retain key employees
and to build and maintain a network of licensed securities broker-dealers and other agents. If the Dealer Manager
is unable to retain qualified employees or build and maintain a sufficient network of participating broker-dealers
to distribute shares in the Offering, we may not be able to raise adequate proceeds through the Offering to
implement our investment strategy. In addition, the Dealer Manager may serve as dealer manager for other
issuers. As a result, the Dealer Manager may experience conflicts of interest in allocating its time between the
Offering and such other issuers, which could adversely affect our ability to raise adequate proceeds through the
Offering and implement our investment strategy. Further, the participating broker-dealers retained by the Dealer
Manager may have numerous competing investment products, some with similar or identical investment
strategies and areas of focus as us, which they may elect to emphasize to their retail clients.

The fees we pay in connection with our operations and the Offering and the agreements entered into with the
Advisor, the Dealer Manager and their affiliates were not determined on an arm’s-length basis and therefore
may not be on the same terms we could achieve from a third party.

The compensation paid to the Advisor, Dealer Manager and their affiliates for services they provide us was not
determined on an arm’s-length basis. All service agreements, contracts or arrangements between or among
Starwood Capital and its affiliates, including the Advisor and us, were not negotiated at arm’s length. Such
agreements include our Advisory Agreement, the Operating Partnership’s partnership agreement, our dealer
manager agreement (the “Dealer Manager Agreement”), and any property management and other agreements we
may enter into with Starwood Capital affiliates from time to time.
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We do not own the “Starwood” name, but we may use it as part of our corporate name pursuant to a
trademark license agreement with an affiliate of our sponsor. Use of the name by other parties or the
termination of our trademark license agreement may harm our business.

We have entered into a trademark license agreement (“Trademark License Agreement”) with an affiliate of our
sponsor pursuant to which it has granted us a fully paid-up, royalty-free, non-exclusive, non-transferable license
to use the name “Starwood Real Estate Income Trust, Inc.” Under this agreement, we have a right to use this
name for so long as the Advisor (or another affiliate of Starwood Capital) serves as our advisor (or another
advisory entity) and the Advisor remains an affiliate of Starwood Capital under the Trademark License
Agreement. The Trademark License Agreement may also be earlier terminated by either party as a result of
certain breaches or for convenience upon 90 days’ prior written notice, provided that upon notification of such
termination by us, Starwood Capital may elect to effect termination of the Trademark License Agreement
immediately at any time after 30 days from the date of such notification. Starwood Capital and its affiliates will
retain the right to continue using the “Starwood” name. We will further be unable to preclude Starwood Capital
from licensing or transferring the ownership of the “Starwood” name to third parties, some of whom may
compete with us. Consequently, we will be unable to prevent any damage to goodwill that may occur as a result
of the activities of Starwood Capital or others. Furthermore, in the event that the Trademark License Agreement
is terminated, we will be required to, among other things, change our name. Any of these events could disrupt our
recognition in the market place, damage any goodwill we may have generated and otherwise harm our business.

Risks Related to Conflicts of Interest

Various potential and actual conflicts of interest will arise, and these conflicts may not be identified or
resolved in a manner favorable to us.

Various potential and actual conflicts of interest will arise as a result of our overall investment activities and the
overall investment activities of Starwood Capital, the Dealer Manager, the Advisor and their affiliates. The
following risk factors enumerate certain but not all potential conflicts of interest that should be carefully
evaluated before making an investment in us. Starwood Capital and Starwood Capital personnel may in the future
engage in further activities that may result in additional conflicts of interest not addressed below. If any matter
arises that we and our affiliates (including the Advisor) determine in our good faith judgment constitutes an
actual conflict of interest, we and our affiliates (including the Advisor) may take such action as we determine in
good faith may be necessary or appropriate to ameliorate the conflict. Transactions between us and Starwood
Capital or its affiliates will require approval by our board of directors, including a majority of our independent
directors. There can be no assurance that our board of directors or Starwood Capital will identify or resolve all
conflicts of interest in a manner that is favorable to us.

The Advisor faces a conflict of interest because the fees it receives for services performed are based in part on
our NAV, which the Advisor is ultimately responsible for determining.

The Advisor will be paid a management fee for its services based on our NAV, which will be calculated by The
Bank of New York Mellon, our fund administrator, based on valuations provided by the Advisor. In addition, the
distributions to be received by the Special Limited Partner with respect to its performance participation interest in
the Operating Partnership will be based in part upon the Operating Partnership’s net assets (which is a component
of our NAV). The calculation of our NAV includes certain subjective judgments with respect to estimating, for
example, the value of our portfolio and our accrued expenses, net portfolio income and liabilities, and therefore,
our NAV may not correspond to realizable value upon a sale of those assets. The Advisor may benefit by us
retaining ownership of our assets at times when our stockholders may be better served by the sale or disposition
of our assets in order to avoid a reduction in our NAV. If our NAV is calculated in a way that is not reflective of
our actual NAV, then the purchase price of shares of our common stock or the price paid for the repurchase of a
stockholder’s shares of common stock on a given date may not accurately reflect the value of our portfolio, and
stockholders’ shares may be worth less than the purchase price or more than the repurchase price.
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The Advisor’s management fee and the Special Limited Partner’s performance participation interest may not
create proper incentives or may induce the Advisor and its affiliates to make certain investments, including
speculative investments that increase the risk of our real estate portfolio.

We will pay the Advisor a management fee regardless of the performance of our portfolio. The Advisor’s
entitlement to a management fee, which is not based upon performance metrics or goals, might reduce its
incentive to devote its time and effort to seeking investments that provide attractive risk-adjusted returns for our
portfolio. We may be required to pay the Advisor a management fee in a particular period despite experiencing a
net loss or a decline in the value of our portfolio during that period.

The existence of the Special Limited Partner’s 12.5% performance participation interest in our Operating
Partnership, which is based on our total distributions plus the change in NAV per share, may create an incentive
for the Advisor to make riskier or more speculative investments on our behalf than it would otherwise make in
the absence of such performance-based compensation. In addition, the change in NAV per share will be based on
the value of our investments on the applicable measurement dates and not on realized gains or losses. As a result,
the performance participation interest may receive distributions based on unrealized gains in certain assets at the
time of such distributions and such gains may not be realized when those assets are eventually disposed of.

Because the management fee and performance participation are based on our NAV, the Advisor may also be
motivated to accelerate acquisitions in order to increase NAV or, similarly, delay or curtail repurchases to
maintain a higher NAV, which would, in each case, increase amounts payable to the Advisor and the Special
Limited Partner.

Starwood Capital personnel work on other projects and conflicts may arise in the allocation of personnel
between us and other projects.

The Advisor and its affiliates will devote such time as shall be necessary to conduct our business affairs in an
appropriate manner. However, a core group of real estate professionals will devote substantially all of their
business time not only to our activities but also to the activities of several other investment vehicles and any
successor funds thereto (and their respective investments) and their related entities (which may include separate
accounts, dedicated managed accounts and investment funds formed for specific geographical areas or
investments). Consequently, conflicts are expected to arise in the allocation of personnel, and we may not receive
the level of support and assistance that we otherwise might receive if we were internally managed. The Advisor
and its affiliates are not restricted from entering into other investment advisory relationships or from engaging in
other business activities.

Starwood Capital is subject to a number of conflicts of interest, regulatory oversight and legal and contractual
restrictions due to its multiple business lines, which may reduce the synergies that we expect to draw on or
otherwise reduce the opportunities available to us.

Starwood Capital and its affiliates are involved in a number of other businesses and activities, which may result
in conflicts of interest or other obligations that are disadvantageous to us. Specified policies and procedures
implemented by Starwood Capital to mitigate potential conflicts of interest and address certain regulatory
requirements and contractual restrictions will from time to time reduce the synergies across Starwood Capital’s
various businesses that we expect to draw on for purposes of pursuing attractive investment

opportunities. Because Starwood Capital has many different asset management businesses, including a capital
markets group, it is subject to a number of actual and potential conflicts of interest, greater regulatory oversight
and subject to more legal and contractual restrictions than that to which it would otherwise be subject if it had
just one line of business. In addressing these conflicts and regulatory, legal and contractual requirements across
its various businesses, Starwood has implemented certain policies and procedures (e.g., information walls) that
reduce the positive synergies that we expect to utilize for purposes of finding attractive investments. For
example, Starwood Capital will from time to time come into possession of material, non-public information with
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respect to companies in which its private equity business may be considering making an investment or companies
that are clients of Starwood Capital. As a consequence, that information, which could be of benefit to us, might
become restricted to those respective businesses and otherwise be unavailable to us. In addition, to the extent that
Starwood Capital is in possession of material, non-public information or is otherwise restricted from trading in
certain securities, we and the Advisor, as part of Starwood Capital, generally also will be deemed to be in
possession of such information or otherwise restricted. This could reduce the investment opportunities available
to us, prevent us from exiting an investment or otherwise limit our investment flexibility. Additionally, the terms
of confidentiality or other agreements with or related to companies in which any Starwood Capital fund has or
has considered making an investment or which is otherwise a client of Starwood Capital will from time to time
restrict or otherwise limit our ability to make investments in or otherwise engage in businesses or activities
competitive with such companies. Starwood Capital may enter into one or more strategic relationships, in certain
regions or with respect to certain types of investments that, although intended to provide greater opportunities for
us, may require us to share such opportunities or otherwise limit the amount of an opportunity we can otherwise
take.

Starwood Capital and its affiliates engage in a broad spectrum of activities, including a broad range of activities
relating to investments in the real estate industry, and have invested or committed billions of dollars in capital
through various investment funds, managed accounts and other vehicles affiliated with Starwood Capital. In the
ordinary course of their business activities, Starwood Capital and its affiliates may engage in activities where the
interests of certain divisions of Starwood Capital and its affiliates, including the Advisor, or the interests of their
clients may conflict with the interests of our stockholders. Certain of these divisions and entities affiliated with
the Advisor have or may have an investment strategy similar to ours and therefore may engage in competing
activities with us. In particular, various Starwood Capital opportunistic and substantially stabilized real estate
funds and other investment vehicles seek to invest in a broad range of real estate investments.

As part of its regular business, Starwood Capital provides a broad range of investment advisory and other
businesses, which include the delivery of property management services in connection with hotel, retail and
multifamily properties. In addition, Starwood Capital and its affiliates may provide services in the future beyond
those currently provided. Our stockholders will not receive a benefit from the services provided to other
investment vehicles or share in any of the fees generated by the provision of such services. Starwood Capital may
have relationships with, render services to or engage in transactions with government agencies or issuers or
owners of securities that are, or are eligible to be, our investment opportunities. As a result, employees of
Starwood Capital may possess information relating to such issuers that is not known to our employees or the
Advisor’s employees responsible for making investment decisions or for monitoring our investments and
performing the other obligations under the Advisory Agreement. Those employees of Starwood Capital will not
be obligated to share any such information with us or the Advisor and may be prohibited by law or contract from
doing so.

In the regular course of its investment advisory business, Starwood Capital represents potential purchasers,
sellers and other involved parties, including corporations, financial buyers, management, shareholders and
institutions, with respect to assets that are suitable for investment by us. In such a case, Starwood Capital’s client
would typically require Starwood Capital to act exclusively on its behalf, thereby precluding us from acquiring
such assets. Starwood Capital will be under no obligation to decline any such engagements in order to make the
investment opportunity available to us. In connection with its investment banking, capital markets, real estate
advisory and other businesses, Starwood Capital may determine that there are conflicts of interest or come into
possession of information that limits its ability to engage in potential real estate-related transactions. Our
activities may be constrained as a result of these conflicts of interests and Starwood Capital personnel’s inability
to use such information. For example, employees of Starwood Capital may be prohibited by law or contract from
sharing information with Starwood Capital. Additionally, there may be circumstances in which one or more
individuals associated with Starwood Capital will be precluded from providing services related to our activities
because of certain confidential information available to those individuals or to other parts of Starwood Capital.
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Starwood Capital has long-term relationships with a significant number of corporations and their senior
management. In determining whether to invest in a particular transaction on our behalf, the Advisor will consider
those relationships, which may result in certain transactions that the Advisor will not undertake on our behalf in
view of such relationships. We may also co-invest with clients of Starwood Capital in particular properties, and
the relationship with such clients could influence the decisions made by the Advisor with respect to such
investments. Starwood Capital is under no obligation to decline any engagements or investments in order to
make an investment opportunity available to us. We may be forced to sell or hold existing investments as a result
of investment banking relationships or other relationships that Starwood Capital may have or transactions or
investments Starwood Capital and its affiliates may make or have made. We may also co-invest with such clients
of Starwood Capital in particular properties and the relationship with such clients could influence the decisions
made by the Advisor with respect to such investments. Furthermore, there can be no assurance that all potentially
suitable investment opportunities that come to the attention of Starwood Capital will be made available to us.

Starwood Capital may from time to time participate in underwriting or lending syndicates with respect to us or
our subsidiaries or Other Starwood Accounts, or may otherwise be involved in the public offering or private
placement of debt or equity securities issued by, or loan proceeds borrowed by us, or our subsidiaries. Such
underwritings may be on a firm commitment basis or may be on an uncommitted “best efforts” basis. A
Starwood Capital broker-dealer may act as the managing underwriter or a member of the underwriting syndicate
and purchase securities from us or our subsidiaries. Starwood Capital may also, on our behalf or on behalf of
other parties to a transaction involving us, effect transactions, including transactions in the secondary markets
where it may nonetheless have a potential conflict of interest regarding us and the other parties to those
transactions to the extent it receives commissions or other compensation from us and such other parties. Subject
to applicable law, Starwood Capital may receive underwriting fees, discounts, placement commissions, loan
modification or restructuring fees, servicing (including loan servicing) fees, advisory fees, lending arrangement,
consulting, monitoring, commitment, syndication, origination, organizational, financing and divestment fees (or,
in each case, rebates of any such fees, whether in the form of purchase price discounts or otherwise, even in cases
where Starwood Capital or an Other Starwood Account or vehicle is purchasing debt) or other compensation with
respect to the foregoing activities, which are not required to be shared with us or our stockholders. Starwood
Capital may nonetheless have a potential conflict of interest regarding us and the other parties to those
transactions to the extent it receives commissions, discounts, fees or such other compensation from such other
parties. Our independent directors will approve any transactions in which a Starwood Capital broker-dealer acts
as an underwriter, as broker for us, or as dealer, broker or advisor, on the other side of a transaction with us only
where such directors believe in good faith that such transactions are appropriate for us, and our stockholders, by
executing a Subscription Agreement for our shares, consent to all such transactions, along with the other
transactions involving conflicts of interest described herein, to the fullest extent permitted by law. Sales of
securities for our account (particularly marketable securities) may be bunched or aggregated with orders for other
accounts of Starwood Capital. It is frequently not possible to receive the same price or execution on the entire
volume of securities sold, and the various prices may be averaged, which may be disadvantageous to us. Where
Starwood Capital serves as underwriter with respect to securities held by us or any of our subsidiaries, we may be
subject to a “lock-up” period following the offering under applicable regulations during which time our ability to
sell any securities that we continue to hold is restricted. This may prejudice our ability to dispose of such
securities at an opportune time.

Present and future activities of Starwood Capital and its affiliates (including the Advisor and the Dealer
Manager) may also give rise to additional conflicts of interest relating to us and our investment activities. In the
event that any such conflict of interest arises, we will attempt to resolve such conflicts in a fair and equitable
manner. Investors should be aware that conflicts will not necessarily be resolved in favor of our interests.

Starwood engages various advisors and operating partners who may co-invest alongside us, and there can be
no assurance that such advisors and operating partners will continue to serve in such roles.

Starwood Capital engages and retains strategic advisors, consultants, senior advisors, executive advisors and other
similar professionals who are not employees or affiliates of Starwood Capital and who may, from time to time, receive
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payments from, or allocations with respect to, portfolio entities (as well as from Starwood Capital or us). In such
circumstances, such payments from, or allocations with respect to, us and our underlying assets will not, even if they
have the effect of reducing any retainers or minimum amounts otherwise payable by Starwood Capital, be deemed paid
to or received by Starwood Capital. These strategic advisors, senior advisors, consultants, executive advisors or other
professionals may have the right or may be offered the ability to co-invest alongside us, including in those investments
in which they are involved, or otherwise participate in equity plans for management of any such portfolio entity, which
may have the effect of reducing the amount invested by us in any property. Additionally, and notwithstanding the
foregoing, these senior advisors, consultants and other professionals as well as current and former chief executive
officers of Starwood Capital portfolio entities, may be (or have the preferred right to be) investors in various Starwood
Capital portfolio entities or Other Starwood Accounts. The nature of the relationship with each of the strategic
advisors, consultants, executive advisors and other professionals and the amount of time devoted or required to be
devoted by them varies considerably. In certain cases, they provide the Dealer Manager and the Advisor with industry-
specific insights and feedback on investment themes, assist in transaction due diligence, make introductions to and
provide reference checks on management teams. In other cases, they may take on more extensive roles and serve as
executives or directors on the boards of various entities or contribute to the origination of new investment
opportunities. In certain instances Starwood Capital may have formal arrangements with these senior advisors,
executive advisors, consultants, management teams for operating platforms or other professionals (which may or may
not be terminable upon notice by any party), and in other cases the relationships may be more informal. They may be
compensated (including pursuant to retainers and expense reimbursement) from Starwood Capital, us or portfolio
properties or otherwise uncompensated unless and until an engagement with a portfolio property develops. In certain
cases, they have certain attributes of Starwood Capital “employees” (e.g., they may have dedicated offices at Starwood
Capital, have a Starwood Capital email address, participate in general meetings and events for Starwood Capital
personnel, work on Starwood Capital matters as their primary or sole business activity) even though they are not
considered Starwood Capital employees, affiliates or personnel for purposes of the Dealer Manager Agreement,
Advisory Agreement or the Operating Partnership’s partnership agreement. There can be no assurance that any of the
senior advisors, consultants and other professionals will continue to serve in such roles or continue their arrangements
with Starwood Capital, us and any portfolio properties.

We may purchase assets from or sell assets to the Advisor and its affiliates, and such transactions may cause
conflicts of interest.

We may purchase assets from or sell assets to the Advisor and its affiliates or their respective related parties.
These transactions involve conflicts of interest, as our sponsor may receive fees and other benefits, directly or
indirectly, from or otherwise have interests in both parties to the transaction. The purchases and sales referred to
in this paragraph will be subject to the approval of a majority of directors (including a majority of our
independent directors) not otherwise interested in the transaction.

Certain Other Starwood Accounts have similar or overlapping investment objectives and guidelines, and we
will not be allocated certain opportunities and may be allocated only opportunities with lower relative returns.

Through Other Starwood Accounts, Starwood Capital currently invests and plans to continue to invest third-party
capital in a wide variety of investment opportunities in the United States and globally. There will be overlap of
real property, real estate-related debt and real estate-related securities investment opportunities with certain Other
Starwood Accounts that are actively investing and similar overlap with future Other Starwood Accounts. See “—
Starwood Capital may raise or manage Other Starwood Accounts which could result in the reallocation of
Starwood Capital personnel and the direction of potential investments to such Other Starwood Accounts”

below. This overlap will from time to time create conflicts of interest. Additionally, in certain circumstances,
investment opportunities suitable for us will not be presented to us and there will be one or more investment
opportunities where our participation is restricted.

With respect to Other Starwood Accounts with investment objectives or guidelines that overlap with ours but that
do not have priority over us, investment opportunities will be allocated among us and one or more Other
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Starwood Accounts in accordance with Starwood Capital’s prevailing policies and procedures on a basis that the
Advisor and its affiliates believe to be fair and reasonable in their sole discretion, which will either be rotational
or on a co-invest basis, subject to the following considerations: (i) any applicable investment objectives of ours
and such other Starwood Accounts (which, for us, includes our primary objective of providing current income in
the form of regular, stable cash distributions to achieve an attractive distribution yield); (ii) the sourcing of the
transaction; (iii) the size and nature of the investment; (iv) the relative amounts of capital available for
investment by us and such Other Starwood Accounts; (v) the sector, geography/location, expected return profile,
expected distribution rates, anticipated cash flows, expected stability or volatility of cash flows, leverage profile,
risk profile, and other features of the applicable investment opportunity and its impact on portfolio concentration
and diversification; (vi) avoiding allocation that could result in de minimis or odd-lot investments; (vii) any
structural and operational differences between us and such Other Starwood Accounts and any applicable
investment limitations (including, without limitation, exposure limits, hedging limits and diversification
considerations) of us and such Other Starwood Accounts, investment limitations, parameters or contractual
provisions of ours and such Other Starwood Accounts; (viii) the eligibility of us and such Other Starwood
Accounts to make such investment under applicable laws; (ix) any other applicable tax, accounting, legal,
regulatory compliance or operational considerations deemed relevant by the Advisor and its affiliates (including,
without limitation, maintaining our qualification as a REIT and our status as a non-investment company exempt
from the Investment Company Act) (e.g., joint venture investments between us and an Other Starwood Account
must be on the same terms and satisfy the restrictions of all participants, such as lowest leverage targeted by any
participant); and (x) any other requirements contained in the corporate governance documents of us and such
Other Starwood Accounts and any other considerations deemed relevant by the Advisor, Starwood Capital and
their affiliates in good faith. Our board of directors (including our independent directors) has the duty to ensure
that the allocation methodology described above is applied fairly to us.

Currently, one Other Starwood Account invests in stabilized, income-oriented commercial real estate in the
United States, although its portfolio is currently limited to four shopping malls in the United States and it has
completed its investment activity. As of September 30, 2019, this Other Starwood Account had approximately
$0.9 billion of gross assets under management (includes 100% of property value if controlled by the fund and its
affiliates, otherwise shown as the fund’s proportionate share of property value).

Additionally, one Other Starwood Account, a separate account of approximately $300 million, invests primarily
in stabilized, income-oriented commercial real estate in the United States and Western Europe. This Other
Starwood Account’s portfolio currently consists of one hotel property and two office buildings in the United
States and three office buildings in Western Europe. To the extent an investment satisfies the investment
objectives of us and such Other Starwood Account on the same terms, such investment will be allocated in
accordance with the investment allocation policy described above; provided, however, that such Other Starwood
Account generally will not participate in co-investments. As of December 31, 2019, the foregoing Other
Starwood Account had approximately $11.1 million of unused capital commitments.

Furthermore, one Other Starwood Account, Starwood Property Trust, focuses primarily on originating, acquiring,
financing and managing commercial mortgage loans, other commercial real estate debt investments and CMBS
in both the United States and Europe. Starwood Property Trust has priority over us with respect to real estate
related debt investment opportunities. This priority will result in fewer real estate-related debt investment
opportunities being made available to us.

In addition, in its property segment, Starwood Property Trust acquires (i) commercial properties subject to net
leases and other similar equity investments that have the characteristics of real estate debt investments, or “debt
like equity investments” and (ii) equity interests in stabilized commercial real estate properties. As of

December 31, 2019, Starwood Property Trust’s portfolio (excluding the securitization VIE’s) consisted of
approximately $17.3 billion of assets (including approximately $2.3 billion in properties, net). To the extent that
Starwood Property Trust seeks to invest in real estate equity investments, (i) Starwood Property Trust will have a
priority over us with respect to debt-like equity investments, and (ii) we will have a priority over Starwood
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Property Trust with respect to any other real estate equity investments (single asset or portfolio acquisitions)
where the total acquisition cost is less than or equal to $300 million. All other real estate equity investments in
which Starwood Property Trust may invest will be allocated in accordance with the investment allocation policy
described above.

One Other Starwood Account, SEREF, focuses on originating, executing and servicing commercial real estate
loans for institutional investors throughout Europe. SEREF has priority over us with respect to debt investment
opportunities related to European real estate. We do not expect to target the same commercial real estate loans as
SEREF, but to the extent that we do, SEREF’s priority will result in fewer investment opportunities related to
European real estate debt being made available to us.

Finally, the Select Opportunistic Starwood Accounts invest in “opportunistic” real estate, real estate-related debt
and real estate-related securities globally (which often are under-managed assets and with higher potential for
equity appreciation) and have priority over us with respect to such investment opportunities. As of December 31,
2019, there was one Select Opportunistic Starwood Account that had priority over us. This Select Opportunistic
Starwood Account had an aggregate of approximately $3.1 billion of unused investing capacity. The priority
granted to this Select Opportunistic Starwood Account will result in fewer investment opportunities being made
available to us. This Select Opportunistic Starwood Account, which was not fully invested as of December 31,
2019, had an aggregate of approximately $13.5 billion of gross assets under management (includes 100% of
property value if controlled by the fund and its affiliates, otherwise shown as the fund’s proportionate share of
property value). Other than (i) the priority granted to Select Opportunistic Starwood Account, (ii) the priority
granted to Starwood Property Trust with respect to real estate-related debt and debt-like equity investments and
(iii) the priority granted to SEREF with respect to debt investment opportunities related to European real estate,
no Other Starwood Accounts have priority over us with respect to investment opportunities. However, Starwood
Capital may in the future grant priority to additional Other Starwood Accounts.

While the Advisor will seek to manage potential conflicts of interest in a fair and reasonable manner (subject to
the priority rights of the Starwood Property Trust and Select Opportunistic Starwood Accounts described above)
as required pursuant to our charter and the Advisory Agreement, the portfolio strategies employed by the
Advisor, Starwood Capital or their affiliates in managing the Other Starwood Accounts could conflict with the
strategies employed by the Advisor in managing our business and may adversely affect the marketability, exit
strategy, prices and availability of the properties, securities and instruments in which we invest. The Advisor,
Starwood Capital or their affiliates may also give advice to the Other Starwood Accounts that may differ from
advice given to us even though their investment objectives or guidelines may be the same or similar to ours.

The amount of performance-based compensation charged and management fees paid by us may be less than or
exceed the amount of performance-based compensation charged or management fees paid by Other Starwood
Accounts. Such variation may create an incentive for Starwood Capital to allocate a greater percentage of an
investment opportunity to us or such Other Starwood Accounts, as the case may be.

Under certain circumstances, our Advisor may determine not to pursue some or all of an investment
opportunity within our investment objectives and guidelines, including without limitation, as a result of our
prior investments, business or other reasons applicable to us, Other Starwood Accounts, Starwood Capital or
its affiliates.

Under certain circumstances, our Advisor may determine not to pursue some or all of an investment opportunity
within our investment objectives and guidelines, including without limitation, as a result of business, reputational
or other reasons applicable to us, Other Starwood Accounts, Starwood Capital or its affiliates. In addition, the
Advisor may determine that we should not pursue some or all of an investment opportunity, including, by way of
example and without limitation, because we have already invested sufficient capital in the investment, sector,
industry, geographic region or markets in question, as determined by the Advisor, or the investment is not
appropriate for us for other reasons as determined by the Advisor. In any such case Starwood could, thereafter,
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offer such opportunity to other parties, including Other Starwood Accounts, portfolio entities, joint venture
partners, related parties or third parties. Any such Other Starwood Accounts may be advised by a different
Starwood Capital business group with a different investment committee, which could determine an investment
opportunity to be more attractive than the Advisor believes to be the case. In any event, there can be no assurance
that the Advisor’s assessment will prove correct or that the performance of any investments actually pursued by
us will be comparable to any investment opportunities that are not pursued by us. Starwood Capital, including its
personnel, may receive compensation from any such party that makes the investment, including an allocation of
carried interest or referral fees, and any such compensation could be greater than amounts paid by us to the
Advisor. In some cases, Starwood Capital earns greater fees when Other Starwood Accounts participate
alongside or instead of us in an investment.

The Advisor makes good faith determinations for allocation decisions based on expectations that may prove
inaccurate. Information unavailable to the Advisor, or circumstances not foreseen by the Advisor at the time of
allocation, may cause an investment opportunity to yield a different return than expected. There is no assurance
that any conflicts arising out of the foregoing will be resolved in our favor. Starwood Capital is entitled to amend
its policies and procedures at any time without prior notice or our consent.

To the extent we acquire properties through joint ventures with Other Starwood Accounts, such investments will
be allocated as described above, and we may be allocated interests in such joint ventures that are smaller than the
interests of the Other Starwood Accounts. Generally, we expect the level of control we have with respect to any
joint venture will correspond to our economic interest in such joint venture. We will not participate in joint
ventures in which we do not have or share control to the extent that we believe such participation would
potentially threaten our status as a non-investment company exempt from the Investment Company Act. This
may prevent us from receiving an allocation with respect to certain investment opportunities that are suitable for
both us and one or more Other Starwood Accounts.

Our sponsor may have an opportunity to acquire a portfolio or pool of assets, securities and instruments that it
determines in its sole discretion should be divided and allocated among us and Other Starwood Accounts. Such
allocations generally would be based on its assessment of the expected returns and risk profile of the portfolio
and the assets therein. For example, some of the assets in a pool may have an opportunistic return profile not
appropriate for us. Also, a pool may contain both debt and equity instruments that our sponsor determines should
be allocated to different funds. In all of these situations, the combined purchase price paid to a seller would be
allocated among the multiple assets, securities and instruments in the pool and therefore among Other Starwood
Accounts and us acquiring any of the assets, securities and instruments. Similarly, there will likely be
circumstances in which we and Other Starwood Accounts will sell assets in a single or related transactions to a
buyer. In some cases a counterparty will require an allocation of value in the purchase or sale contract, though
our sponsor could determine such allocation of value is not accurate and should not be relied upon. Unless an
appraisal is required by our charter, our sponsor will generally rely upon internal analysis to determine the
ultimate allocation of value, though it could also obtain third party valuation reports. Regardless of the
methodology for allocating value, our sponsor will have conflicting duties to us and Other Starwood Accounts
when they buy or sell assets together in a portfolio, including as a result of different financial incentives our
sponsor has with respect to different vehicles, most clearly when the fees and compensation, including
performance-based compensation, earned from the different vehicles differ. There can be no assurance that our
investment will not be valued or allocated a purchase price that is higher or lower than it might otherwise have
been allocated if such investment were acquired or sold independently rather than as a component of a portfolio
shared with Other Starwood Accounts.

Our board of directors has adopted a resolution that renounces our interest or expectancy with respect to
business opportunities and competitive activities.

Our board of directors has adopted a resolution that renounces our interest or expectancy in, or in being offered
an opportunity to participate in, business opportunities, and provides that none of Starwood Capital or its
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affiliates, our directors or any person our directors control must refrain from competing with us or present to us
such business opportunities except under certain limited circumstances. Under this resolution Starwood Capital
and its affiliates and our directors or any person our directors control would not be obligated to present to us
opportunities unless those opportunities are expressly offered to such person in his or her capacity as a director or
officer and intended exclusively for us or any of our subsidiaries, and those persons will be able to engage in
competing activities without any restriction imposed as a result of Starwood Capital’s or its affiliates’ status as a
stockholder or Starwood Capital’s affiliates’ status as our officers or directors.

We may co-invest with Starwood Capital affiliates in real estate-related debt or real estate-related securities
and such investments may be in different parts of the capital structure of an issuer and may otherwise involve
conflicts of interest. When we hold investments in which Other Starwood Accounts have a different principal
investment, conflicts of interest may arise between us and Other Starwood Accounts, and the Advisor may take
actions that are adverse to us.

We may co-invest with Other Starwood Accounts in investments that are suitable for both us and such Other
Starwood Accounts. We and the Other Starwood Accounts may make or hold investments at different levels of
an issuer’s capital structure, which may include us making one or more investments directly or indirectly relating
to portfolio entities of Other Starwood Accounts and vice versa. To the extent we hold interests that are different
(including with respect to their relative seniority) than those held by such Other Starwood Accounts, the Advisor
and its affiliates may be presented with decisions when our interests and the interests of the Other Starwood
Accounts are in conflict. In order to mitigate any such conflicts of interest, we may recuse ourselves from
participating in any decisions relating or with respect to such securities held by such Other Starwood Accounts
(notwithstanding that if such Other Starwood Accounts maintain voting rights with respect to the securities they
hold) or, if we do not recuse ourselves, Starwood Capital may be required to take action where it will have
conflicting loyalties between its duties to us and to such Other Starwood Accounts, which may adversely impact
us.

Other Starwood Accounts may also participate in a separate tranche of a financing with respect to an issuer/
borrower in which we have an interest or otherwise in different classes of such issuer’s securities. In connection
with negotiating loans and bank financings in respect of our real estate-related transactions, from time to time
Starwood Capital will obtain the right to participate on its own behalf in a portion of the financings with respect
to such transactions. If we make or have an investment in a property in which an Other Starwood Account has a
mezzanine or other debt investment, Starwood Capital may have conflicting loyalties between its duties to us and
to other affiliates. Such investments may inherently give rise to conflicts of interest or perceived conflicts of
interest between or among the various classes of securities that may be held by such entities. To the extent we
hold an equity interest or an interest in a loan or debt security that is different (including with respect to their
relative seniority) than those held by such Other Starwood Accounts, the Advisor and its affiliates may have
limited or no rights with respect to decisions when our interests and the interests of the Other Starwood Accounts
are in conflict, and Starwood Capital may have conflicting loyalties between its duties to us and to other
affiliates. In that regard, actions may be taken for the Other Starwood Accounts that are adverse to us. There can
be no assurance that any such conflict will be resolved in our favor and Starwood Capital may be required to take
action where it will have conflicting loyalties between its duties to us and to Other Starwood Accounts, which
may adversely impact us.

In addition, conflicts may arise in determining the amount of an investment, if any, to be allocated among
potential investors and the respective terms thereof. There can be no assurance that the return on our investment
will be equivalent to or better than the returns obtained by the other affiliates participating in the transaction. In
addition, it is possible that in a bankruptcy proceeding our interest may be subordinated or otherwise adversely
affected by virtue of such Other Starwood Accounts’ involvement and actions relating to its investment.
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Starwood may structure certain investments such that Starwood will face conflicting fiduciary duties to us and
certain debt funds.

It is expected that Starwood will structure certain investments such that one or more mezzanine or other
investment funds, structured vehicles or other collective investment vehicles primarily investing in senior secured
loans, distressed debt, subordinated debt, high-yield securities, CMBS and other similar debt instruments
managed by affiliates of Starwood Capital (collectively, “Debt Funds”) are offered the opportunity to participate
in the debt tranche of an investment allocated to us. The Advisor and its affiliates owe fiduciary duties to the
Debt Funds as well as to us. If the Debt Funds purchase high-yield securities or other debt instruments related to
a property or real estate company that we hold an investment in (or if we make or have an investment in or,
through the purchase of debt obligations become a lender to, a company or property in which a Debt Fund or an
Other Starwood Account or another Starwood Capital real estate fund or vehicle has a mezzanine or other debt
investment), the Advisor and its affiliates will face a conflict of interest in respect of the advice given to, or the
decisions made with regard to, the Debt Funds, such Other Starwood Accounts and us (e.g., with respect to the
terms of such high-yield securities or other debt instruments, the enforcement of covenants, the terms of
recapitalizations and the resolution of workouts or bankruptcies).

Starwood Capital may raise or manage Other Starwood Accounts which could result in the reallocation of
Starwood Capital personnel and the direction of potential investments to such Other Starwood Accounts.

Starwood Capital reserves the right to raise and/or manage Other Starwood Accounts, including opportunistic
and stabilized and substantially stabilized real estate funds or separate accounts, dedicated managed accounts,
investments suitable for lower risk, lower return funds or higher risk, higher return funds, real estate debt
obligation and trading investment vehicles, real estate funds primarily making investments in a single sector of
the real estate investment space (e.g., office, industrial, retail or multifamily) or making non-controlling
investments in public and private debt and equity securities or investment funds that may have the same or
similar investment objectives or guidelines as us, investment funds formed for specific geographical areas or
investments, including those raised by us and one or more managed accounts (or other similar arrangements
structured through an entity) for the benefit of one or more specific investors (or related group of investors)
which, in each case, may have investment objectives or guidelines that overlap with ours. See “—Certain Other
Starwood Accounts have similar or overlapping investment objectives and guidelines, and we will not be
allocated certain opportunities and may be allocated only opportunities with lower relative returns.” In particular,
we expect that there will be overlap of real property, real estate-related debt and real estate-related securities
investment opportunities with certain Other Starwood Accounts that are actively investing and similar overlap
with future Other Starwood Accounts. The closing of an Other Starwood Account could result in the reallocation
of Starwood Capital personnel, including reallocation of existing real estate professionals, to such Other
Starwood Account. In addition, potential investments that may be suitable for us may be directed toward such
Other Starwood Account.

Starwood Capital’s potential involvement in financing a third party’s purchase of assets from us could lead to
potential or actual conflicts of interest.

We may from time to time dispose of all or a portion of an investment by way of a third-party purchaser’s bid
where Starwood Capital or one or more Other Starwood Accounts is providing financing as part of such bid or
acquisition of the investment or underlying assets thereof. This may include the circumstance where Starwood
Capital or one or more Other Starwood Accounts is making commitments to provide financing at or prior to the
time such third-party purchaser commits to purchase such investments or assets from us. Such involvement of
Starwood Capital or one or more Other Starwood Accounts as such a provider of debt financing in connection
with the potential acquisition of portfolio investments by third parties from us may give rise to potential or actual
conflicts of interest.
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Certain principals and employees may be involved in and have a greater financial interest in the performance
of other Starwood Capital funds or accounts, and such activities may create conflicts of interest in making
investment decisions on our behalf.

Certain of the principals and employees of the Advisor and the Dealer Manager may be subject to a variety of
conflicts of interest relating to their responsibilities to us and the management of our real estate portfolio. Such
individuals may serve in an advisory capacity to other managed accounts or investment vehicles, as members of
an investment or advisory committee or a board of directors (or similar such capacity) for one or more
investment funds, corporations, foundations or other organizations. Such positions may create a conflict between
the services and advice provided to such entities and the responsibilities owed to us. The other managed accounts
and investment funds in which such individuals may become involved may have investment objectives that
overlap with ours. Furthermore, certain principals and employees of the Advisor may have a greater financial
interest in the performance of such other funds or accounts than our performance. Such involvement may create
conflicts of interest in making investments on our behalf and such other funds and accounts. Such principals and
employees will seek to limit any such conflicts in a manner that is in accordance with their fiduciary duties to us
and such organizations.

The Advisor may face conflicts of interests in choosing our service providers and certain service providers may
provide services to the Dealer Manager, the Advisor or Starwood Capital on more favorable terms than those
payable by us.

Certain advisors and other service providers or their affiliates (including accountants, administrators, lenders,
bankers, brokers, attorneys, consultants, title agents, property managers and investment or commercial banking
firms) that provide goods or services to us, Starwood Capital or certain entities in which we have an investment
may also provide goods or services to or have business, personal, financial or other relationships with Starwood
Capital and its other businesses. Such advisors and service providers may be investors in us, affiliates of the
Dealer Manager or the Advisor, sources of investment opportunities or co-investors or commercial counterparties
or entities in which Starwood Capital or Other Starwood Accounts have an investment, and payments by us may
indirectly benefit Starwood Capital or such Other Starwood Accounts. Additionally, certain employees of the
Advisor may have family members or relatives employed by such advisors and service providers. The Advisor or
its affiliates may also provide administrative services to us. These relationships may influence us, Starwood
Capital and the Advisor in deciding whether to select or recommend such a service provider to perform services
for us or a portfolio property (the cost of which will generally be borne directly or indirectly by us or such
portfolio property, as applicable).

It is expected that certain Starwood Capital affiliates will also provide other services in respect of our
investments from time to time, including, but not limited to, property management services, leasing services
oversight and administrative corporate services. Employees of these affiliates may also receive performance
based compensation in respect of our investments. The fees and expenses of such Starwood Capital-affiliated
service providers (and, if applicable, their employees) will be borne by our investments and there will be no
related offset to the management fee we pay to the Advisor. While Starwood Capital believes that any such
affiliated service providers, when engaged, generally provide (or will provide) services at rates equal to or better
than those provided by third parties (even in jurisdictions where insurance rates are statutorily determined), there
is an inherent conflict of interest that may incentivize Starwood Capital to engage its affiliated service provider
over a third party.

Notwithstanding the foregoing, transactions relating to our real estate-related debt and real estate-related
securities that require the use of a service provider generally will be allocated to service providers on the basis of
best execution, the evaluation of which includes, among other considerations, such service provider’s provision
of certain investment-related services and research that the Advisor believes to be of benefit to us. Service
providers or their affiliates often charge different rates or have different arrangements for different types of
services. With respect to service providers, for example, the fee for a given type of work may vary depending on
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the complexity of the matter as well as the expertise required and demands placed on the service

provider. Therefore, to the extent the types of services used by us are different from those used by Starwood
Capital and its affiliates, the Advisor or its affiliates may pay different amounts or rates than those paid by
us. However, the Advisor and its affiliates have a longstanding practice of not entering into any arrangements
with service providers that could provide for lower rates or discounts than those available to us, or other
Starwood Capital investment vehicles for the same services.

The Advisor may face conflicts of interest related to tenants.

Certain properties owned by us or an Other Starwood Account may be leased out to tenants that are affiliates of
Starwood Capital, including but not limited to Other Starwood Accounts and their respective portfolio
companies, which would give rise to a conflict of interest. In such events, the Advisor will endeavor to ensure
that such conflicts are resolved in a fair and equitable manner, subject to applicable oversight of our board of
directors.

The personnel of the Dealer Manager and the Advisor may trade in securities for their own accounts, subject
to restrictions applicable to Starwood Capital personnel.

The officers, directors, members, managers and employees of the Dealer Manager and the Advisor may trade in
securities for their own accounts, subject to restrictions and reporting requirements as may be required by law
and Starwood Capital policies, or otherwise determined from time to time by the Dealer Manager or the Advisor.

We have and continue to expect to have a diverse stockholder group and the interests of our stockholders may
conflict with one another and may conflict with the interests of investors in other vehicles that we co-invest
with.

Our stockholders may have conflicting investment, tax and other interests with respect to their investments in us
and with respect to the interests of investors in other investment vehicles managed or advised by the Advisor or
its affiliates that participate in the same investments as us. The conflicting interests of individual stockholders
with respect to other stockholders and relative to investors in other investment vehicles and investors relate to,
among other things, the nature, structuring financing, tax profile and timing of disposition of investments. The
Advisor may as a result have conflicts in making these decisions, which may be more beneficial for one or more
(but not all) stockholder than for other stockholders. In addition, we may make investments that may have a
negative impact on related investments made by the stockholders in separate transactions. In selecting and
structuring investments appropriate for us, the Advisor considers the investment and tax objectives of us
(including our qualification as a REIT) and our stockholders (and those of investors in other investment vehicles
managed or advised by the Advisor or its affiliate) as a whole, not the investment, tax or other objectives of any
stockholders individually.

Risks Related to our REIT Status and Certain Other Tax Items

If we do not qualify as a REIT, we will face serious tax consequences that will substantially reduce the funds
available to satisfy our obligations, to implement our business strategy and to make distributions to our
stockholders for each of the years involved.

We expect to operate so as to qualify as a REIT under the Code. However, qualification as a REIT involves the
application of highly technical and complex Code provisions for which only a limited number of judicial or
administrative interpretations exist. Notwithstanding the availability of cure provisions in the Code, various
compliance requirements could be failed and could jeopardize our REIT status. Furthermore, new tax legislation,
administrative guidance or court decisions, in each instance potentially with retroactive effect, could make it
more difficult or impossible for us to qualify as a REIT. If we fail to qualify as a REIT in any tax year, then:

e we would be taxed as a regular domestic corporation, which under current laws among other things,
means being unable to deduct distributions to stockholders in computing our taxable income and being
subject to federal income tax on our taxable income at regular corporate income tax rates;
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e any resulting tax liability could be substantial and could have a material adverse effect on our book
value;

* unless we were entitled to relief under applicable statutory provisions, we would be required to pay
taxes, and therefore, our cash available for distribution to stockholders would be reduced for each of
the years during which we did not qualify as a REIT and for which we had taxable income; and

* we generally would not be eligible to re-elect to be taxed as a REIT for the subsequent four full taxable
years.

To maintain our REIT status, we may have to borrow funds on a short-term basis during unfavorable market
conditions.

To qualify as a REIT, we generally must distribute annually to our stockholders dividends equal to at least 90%
of our net taxable income, determined without regard to the dividends-paid deduction and excluding net capital
gains. We will be subject to regular corporate income taxes on any undistributed REIT taxable income each year,
including any undistributed net capital gains. Additionally, we will be subject to a 4% nondeductible excise tax
on any amount by which distributions paid by us in any calendar year are less than the sum of 85% of our
ordinary income, 95% of our capital gain net income and 100% of our undistributed income from previous

years. Certain payments we make to our stockholders under our share repurchase plan may not be taken into
account for purposes of these distribution requirements. If we do not have sufficient cash to make distributions
necessary to preserve our REIT status for any year or to avoid taxation, we may be forced to borrow funds or sell
assets even if the market conditions at that time are not favorable for these borrowings or sales. These options
could increase our costs or reduce our equity.

Compliance with REIT requirements may cause us to forego otherwise attractive opportunities, which may
hinder or delay our ability to meet our investment objectives and reduce overall returns to stockholders.

To qualify as a REIT, we are required at all times to satisfy tests relating to, among other things, the sources of
our income, the nature and diversification of our assets, the ownership of our stock and the amounts we distribute
to our stockholders. Compliance with the REIT requirements may impair our ability to operate solely on the basis
of maximizing profits. For example, we may be required to make distributions to stockholders at
disadvantageous times or when we do not have funds readily available for distribution.

Compliance with REIT requirements may force us to liquidate or restructure otherwise attractive investments.

To qualify as a REIT, at the end of each calendar quarter, at least 75% of the value of our assets must consist of
cash, cash items, government securities and qualified real estate assets. The remainder of our investments in
securities (other than qualified real estate assets and government securities) generally cannot include more than
10% of the voting securities of any one issuer or more than 10% of the value of the outstanding securities (other
than securities that qualify for the straight debt safe harbor) of any one issuer unless we and such issuer jointly
elect for such issuer to be treated as a TRS under the Code. Debt will generally meet the “straight debt” safe
harbor if the debt is a written unconditional promise to pay on demand or on a specified date a certain sum of
money, the debt is not convertible, directly or indirectly, into stock, and the interest rate and the interest payment
dates of the debt are not contingent on profits, the borrower’s discretion, or similar factors. Additionally, no more
than 5% of the value of our assets (other than government securities and qualified real estate assets) can consist
of the securities of any one issuer, no more than 20% of the value of our assets may be represented by securities
of one or more TRS’s. If we fail to comply with these requirements at the end of any calendar quarter, we must
dispose of a portion of our assets within 30 days after the end of such calendar quarter (or within 6 months if
certain requirements are met) or qualify for certain statutory relief provisions, in order to avoid losing our REIT
qualification and suffering adverse tax consequences. In order to satisfy these requirements and maintain our
qualification as a REIT, we may be forced to liquidate assets from our portfolio or not make otherwise attractive
investments. These actions could have the effect of reducing our income and amounts available for distribution to
our stockholders.
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Our charter does not permit any person or group to own more than 9.8% in value or number of shares,
whichever is more restrictive, of our outstanding common stock or of our outstanding capital stock of all
classes or series, and attempts to acquire our common stock or our capital stock of all other classes or series in
excess of these 9.8% limits would not be effective without an exemption (prospectively or retroactively) from
these limits by our board of directors.

For us to qualify as a REIT under the Code, not more than 50% of the value of our outstanding stock may be
owned directly or indirectly, by five or fewer individuals including certain entities treated as individuals for this
purpose during the last half of a taxable year after the first year for which we elect to qualify as a REIT. Our
charter prohibits beneficial or constructive ownership by any person or group of more than 9.8%, in value or by
number of shares, whichever is more restrictive, of the outstanding shares of our outstanding common stock or
9.8% in value or number of shares, whichever is more restrictive, of our outstanding capital stock of all classes or
series, which we refer to as the “Ownership Limit.” The constructive ownership rules under the Code and our
charter are complex and may cause shares of the outstanding common stock owned by a group of related persons
to be deemed to be constructively owned by one person. As a result, the acquisition of less than 9.8% of our
outstanding common stock or our capital stock by a person could cause another person to be treated as owning in
excess of 9.8% of the outstanding common stock or our capital stock, respectively, and thus violate the
Ownership Limit. There can be no assurance that our board of directors, as permitted in the charter, will not
decrease this Ownership Limit in the future. Any attempt to own or transfer shares of our common stock or
capital stock in excess of the Ownership Limit without the consent of our board of directors will result either in
the shares in excess of the limit being transferred by operation of our charter to a charitable trust, or in the
transfer being void.

The Ownership Limits may have the effect of precluding a change in control of us by a third party, even if such
change in control would be in the best interests of our stockholders or would result in receipt of a premium to the
price of our common stock (and even if such change in control would not reasonably jeopardize our REIT
status). The exemptions to the Ownership Limits granted to date may limit our board of directors’ power to
increase the Ownership Limits or grant further exemptions in the future.

Non-U.S. holders may be required to file U.S. federal income tax returns and pay U.S. federal income tax
upon their disposition of shares of our common stock or upon their receipt of certain distributions from us.

In addition to any potential withholding tax on ordinary dividends, a non-U.S. holder other than a “qualified
shareholder” or a “qualified foreign pension fund,” as each is defined for purposes of the Code, that disposes of a
“U.S. real property interest” (“USRPI”) (which includes shares of stock of a U.S. corporation whose assets
consist principally of USRPIs), is generally subject to U.S. federal income tax under the Foreign Investment in
Real Property Tax Act of 1980, as amended (“FIRPTA”), on the gain from such disposition. FIRPTA gains must
be reported on U.S. federal income tax returns and are taxable at regular U.S. federal income tax rates. Such tax
does not apply, however, to the gain on disposition of stock in a REIT that is “domestically controlled.”
Generally, a REIT is domestically controlled if less than 50% of its stock, by value, has been owned directly or
indirectly by non-U.S. persons during a continuous five-year period ending on the date of disposition or, if
shorter, during the entire period of the REIT’s existence. We cannot assure our stockholders that we will qualify
as a domestically controlled REIT. If we were to fail to so qualify, amounts received by a non-U.S. holder on
certain dispositions of shares of our common stock (including a redemption) would be subject to tax under
FIRPTA, unless (i) our shares of common stock were regularly traded on an established securities market and
(ii) the non-U.S. holder did not, at any time during a specified testing period, hold more than 10% of our
common stock.

A non-U.S. holder other than a “qualified shareholder” or a “qualified foreign pension fund,” that receives a
distribution from a REIT that is attributable to gains from the disposition of a USRPI as described above,
including in connection with a repurchase of our common stock, is generally subject to U.S. federal income tax
under FIRPTA to the extent such distribution is attributable to gains from such disposition, regardless of whether
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the difference between the fair market value and the tax basis of the USRPI giving rise to such gains is
attributable to periods prior to or during such non-U.S. holder’s ownership of our common stock unless the
relevant class of stock is regularly traded on an established securities market in the United States and such
non-U.S. holder did not own more than 10% of such class at any time during the one-year period ending on the
date of such distribution. In addition, a repurchase of our common stock, to the extent not treated as a sale or
exchange, may be subject to withholding as an ordinary dividend.

We seek to act in the best interests of the Company as a whole and not in consideration of the particular tax
consequences to any specific holder of our stock. Potential non-U.S. holders should inform themselves as to the
U.S. tax consequences, and the tax consequences within the countries of their citizenship, residence, domicile,
and place of business, with respect to the purchase, ownership and disposition of shares of our common stock.

Investments outside the United States may subject us to additional taxes and could present additional
complications to our ability to satisfy the REIT qualification requirements.

Non-U.S. investments may subject us to various non-U.S. tax liabilities, including withholding taxes. In addition,
operating in functional currencies other than the U.S. dollar and in environments in which real estate transactions
are typically structured differently than they are in the United States or are subject to different legal rules may
present complications to our ability to structure non-U.S. investments in a manner that enables us to satisfy the
REIT qualification requirements. Even if we maintain our status as a REIT, entities through which we hold
investments in assets located outside the United States may be subject to income taxation by jurisdictions in
which such assets are located or in which our subsidiaries that hold interests in such assets are located. Any such
taxes could adversely affect our business, results of operations, cash flows or financial condition, and our cash
available for distribution to our stockholders will be reduced by any such non-U.S. income taxes.

We may incur tax liabilities that would reduce our cash available for distribution to our stockholders.

Even if we qualify and maintain our status as a REIT, we may become subject to U.S. federal income taxes and
related state and local taxes. For example, net income from the sale of properties that are “dealer” properties sold
by a REIT (a “prohibited transaction” under the Code) will be subject to a 100% tax. We may not make sufficient
distributions to avoid excise taxes applicable to REITs with respect to undistributed income. Similarly, if we
were to fail a gross income test (and did not lose our REIT status because such failure was due to reasonable
cause and not willful neglect), we would be subject to tax on the income that does not meet the income test
requirements. We also may decide to retain net capital gain we earn from the sale or other disposition of our
investments and pay income tax directly on such income. In that event, our stockholders would be treated as if
they earned that income and paid the tax on it directly. However, stockholders that are tax-exempt, such as
charities or qualified pension plans, would have no benefit from their deemed payment of such tax liability unless
they file U.S. federal income tax returns and thereon seek a refund of such tax. We also may be subject to state
and local taxes on our income or property, including franchise, payroll, mortgage recording and transfer taxes,
either directly or at the level of the other companies through which we indirectly own our assets, such as our
taxable REIT subsidiaries, which are subject to full U.S. federal, state and local corporate-level income

taxes. Any taxes we pay directly or indirectly will reduce our cash available for distribution to stockholders.

Restrictions on deduction of all of our interest expense could prevent us from satisfying the REIT distribution
requirements and avoiding incurring income or excise taxes.

Under the Tax Cuts and Jobs Act, new rules may limit our ability (and the ability of entities that are not treated as
disregarded entities for U.S. federal income tax purposes and in which we hold an interest) to deduct interest
expense. Under amended Section 163(j) of the Code, the deduction for business interest expense may be limited
to the amount of the taxpayer’s business interest income plus 30% of the taxpayer’s “adjusted taxable income”
unless the taxpayer’s gross receipts do not exceed $25 million per year during the applicable testing period or the
taxpayer qualifies to elect and elects to be treated as an “electing real property trade or business.” A taxpayer’s
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adjusted taxable income will start with its taxable income and add back items of non-business income and
expense, business interest income and business interest expense, net operating losses, any deductions for
“qualified business income,” and, in taxable years beginning before January 1, 2022, any deductions for
depreciation, amortization or depletion. A taxpayer that is exempt from the interest expense limitations as an
electing real property trade or business is ineligible for certain expensing benefits and is subject to less favorable
depreciation rules for real property. The new rules for business interest expense will apply to us and at the level
of each entity in which or through which we invest that is not a disregarded entity for U.S. federal income tax
purposes. To the extent that our interest expense is not deductible, our taxable income will be increased, as will
our REIT distribution requirements and the amounts we need to distribute to avoid incurring income and excise
taxes.

Our board of directors is authorized to revoke our REIT election without stockholder approval, which may
cause adverse consequences to our stockholders.

Our charter authorizes our board of directors to revoke or otherwise terminate our REIT election, without the
approval of our stockholders, if it determines that changes to U.S. federal income tax laws and regulations or
other considerations mean it is no longer in our best interests to qualify as a REIT. Our board of directors has
fiduciary duties to us and our stockholders and could only cause such changes in our tax treatment if it
determines in good faith that such changes are in our best interests and in the best interests of our

stockholders. In this event, we would become subject to U.S. federal income tax on our taxable income, and we
would no longer be required to distribute most of our net income to our stockholders, which may cause a
reduction in the total return to our stockholders.

You may have current tax liability on distributions that they elect to reinvest in our common stock.

If you participate in our distribution reinvestment plan, they will be deemed to have received, and for U.S.
federal income tax purposes will be taxed on, the amount reinvested in shares of our common stock to the extent
the amount reinvested was not a tax-free return of capital. Therefore, unless you are a tax-exempt entity, you may
be forced to use funds from other sources to pay your tax liability on the reinvested dividends.

We may choose to pay dividends in a combination of cash and our own common stock, in which case
stockholders may be required to pay income taxes in excess of the cash dividends they receive.

We may choose to pay dividends in a combination of cash and our own common stock. Under IRS Revenue
Procedure 2017-45, as a publicly offered REIT, we may give stockholders a choice, subject to various limits and
requirements, of receiving a dividend in cash or in our common stock. As long as at least 20% of the total
dividend is available in cash and certain other requirements are satisfied, the IRS will treat the stock distribution
as a dividend (to the extent applicable rules treat such distribution as being made out of our earnings and
profits). As a result, U.S. stockholders may be required to pay income taxes with respect to such dividends in
excess of the cash dividends they receive. In the case of non-U.S. stockholders, we generally will be required to
withhold tax with respect to the entire dividend, which withholding tax may exceed the amount of cash such
non-U.S. stockholder would otherwise receive.

Generally, ordinary dividends payable by REITs do not qualify for reduced U.S. federal income tax rates.

Currently, the maximum tax rate applicable to qualified dividend income payable to certain non-corporate U.S.
stockholders, is 20%. Dividends payable by REITs, however, generally are not eligible for the reduced

rates. REIT dividends that are not designated as qualified dividend income or capital gain dividends are taxable
as ordinary income. Although this does not adversely affect the taxation of REITs or dividends payable by REIT,
the more favorable rates applicable to regular corporate qualified dividend income could cause certain
non-corporate investors to perceive investments in REITS to be relatively less attractive than investments in the
stocks of non-REIT corporations that pay dividends. However, under the Tax Cuts and Jobs Act, commencing
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with taxable years beginning on or after January 1, 2018 and continuing through 2025, non-corporate U.S.
taxpayers may be entitled to claim a deduction in determining their taxable income of up to 20% of qualified
REIT dividends (dividends other than capital gain dividends and dividends attributable to certain qualified
dividend income received by us), are urged to consult with their tax advisors regarding the effect of this change
on their effective tax rate with respect to REIT dividends.

We may be subject to adverse legislative or regulatory tax changes that could increase our tax liability, reduce
our operating flexibility and reduce the price of our common stock.

In recent years, numerous legislative, judicial and administrative changes have been made in the provisions of
U.S. federal income tax laws applicable to investments similar to an investment in shares of our common stock.
The Tax Cuts and Jobs Act has resulted in fundamental changes to the Code. Among the numerous changes
included in the Tax Cuts and Jobs Act is a deduction of up to 20% of qualified REIT dividends for non-corporate
U.S. taxpayers for taxable years beginning on or after January 1, 2018 through 2025. The impact of the Tax Cuts
and Jobs Act on an investment in our shares is uncertain. We cannot assure stockholders that the Tax Cuts and
Jobs Act or any such other changes will not adversely affect the taxation of our stockholders. Any such changes
could have an adverse effect on an investment in our shares or on the market value or the resale potential of our
assets. Stockholders are urged to consult with their tax advisor with respect to the impact of the Tax Cuts and
Jobs Act on their investment in our shares and the status of legislative, regulatory or administrative developments
and proposals and their potential effect on an investment in our shares. Although REITs generally receive certain
tax advantages compared to entities taxed as regular corporations, it is possible that future legislation would
result in a REIT having fewer tax advantages, and it could become more advantageous for a company that invests
in real estate to elect to be treated for U.S. federal income tax purposes as a corporation. As a result, our charter
authorizes our board of directors to revoke or otherwise terminate our REIT election, without the approval of our
stockholders, if it determines that changes to U.S. federal income tax laws and regulations or other considerations
mean it is no longer in our best interests to qualify as a REIT.

The failure of a mezzanine loan to qualify as a real estate asset could adversely affect our ability to qualify as
a REIT.

We may acquire mezzanine loans for which the IRS has provided a safe harbor, but not rules of substantive

law. Pursuant to the safe harbor, if a mezzanine loan meets certain requirements, it will be treated by the IRS as a
real estate asset for purposes of the REIT asset tests, and interest derived from the mezzanine loan will be treated
as qualifying mortgage interest for purposes of the REIT 75% income test. We may acquire mezzanine loans that
do not meet all of the requirements of this safe harbor. In the event we own a mezzanine loan that does not meet
the safe harbor, the IRS could challenge such loan’s treatment as a real estate asset for purposes of the REIT
asset and income tests and, if such a challenge were sustained, we could fail to qualify as a REIT.

If our Operating Partnership failed to qualify as a partnership or is not otherwise disregarded for U.S. federal
income tax purposes, we would cease to qualify as a REIT.

If the IRS were to successfully challenge the status of our Operating Partnership as a partnership or disregarded
entity for U.S. federal income tax purposes, it would be taxable as a corporation, which would reduce the amount
of distributions that our Operating Partnership could make to us. This would also result in our failing to qualify
as a REIT and becoming subject to a corporate-level tax on our income, which would substantially reduce our
cash available to pay distributions and the yield on a stockholder’s investment.

Our taxable REIT subsidiaries are subject to special rules that may result in increased taxes.

We may conduct certain activities or invest in assets through one or more taxable REIT subsidiaries. A taxable
REIT subsidiary is a corporation other than a REIT in which a REIT directly or indirectly holds stock and that
has made a joint election with such REIT to be treated as a taxable REIT subsidiary. Other than some activities
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relating to management of hotel and health care properties, a taxable REIT subsidiary may generally engage in
any business, including the provision of customary or non-customary services to tenants of its parent REIT. A
domestic taxable REIT subsidiary is subject to U.S. federal income tax as a regular C corporation.

No more than 20% of the value of a REIT’s total assets may consist of stock or securities of one or more taxable
REIT subsidiaries. This requirement limits the extent to which we can conduct our activities through taxable
REIT subsidiaries. The values of some of our assets, including assets that we hold through taxable REIT
subsidiaries, may not be subject to precise determination, and values are subject to change in the future. In
addition, as a REIT, we must pay a 100% penalty tax on IRS adjustments to certain payments that we made or
receive if the economic arrangements between us and any of our taxable REIT subsidiaries are not comparable to
similar arrangements between unrelated parties. We intend to structure transactions with any taxable REIT
subsidiary on terms that we believe are arm’s length to avoid incurring the 100% excise tax described above:
however, the IRS may successfully assert that the economic arrangements of any of our intercompany
transactions are not comparable to similar arrangements between unrelated parties.

Complying with REIT requirements may limit our ability to hedge effectively and may cause us to incur tax
liabilities.

The REIT provisions of the Code may limit our ability to hedge our assets and operations. Under these
provisions, any income that we generate from hedging transactions will be excluded from gross income for
purposes of the 75% and 95% REIT gross income tests if: (i) the instrument (A) hedges interest rate risk or
foreign currency exposure on liabilities used to carry or acquire real estate assets, (B) hedges risk of currency
fluctuations with respect to any item of income or gain that would be qualifying income under the 75% or 95%
gross income tests or (C) hedges a position entered into pursuant to clause (A) or (B) after the extinguishment of
such liability or disposition of the asset producing such income; and (ii) such instrument is properly identified
under applicable Treasury Regulations. Income from hedging transactions that do not meet these requirements
will generally constitute non-qualifying income for purposes of both the 75% and 95% gross income tests. As a
result of these rules, we may have to limit our use of hedging techniques that might otherwise be advantageous or
implement those hedges through a taxable REIT subsidiary. This could increase the cost of our hedging activities
because our taxable REIT subsidiary would be subject to tax on gains or expose us to greater risks associated
with changes in interest rates than we would otherwise want to bear. In addition, losses in our taxable REIT
subsidiary will generally not provide any tax benefit, except for being carried forward against future taxable
income in the taxable REIT subsidiary.

The “taxable mortgage pool” rules may increase the taxes that we or our stockholders may incur, and may
limit the manner in which we effect future securitizations.

Securitizations could result in the creation of taxable mortgage pools for U.S. federal income tax purposes. As a
REIT, so long as we own 100% of the equity interests in a taxable mortgage pool, we generally would not be
adversely affected by the characterization of the securitization as a taxable mortgage pool. Certain categories of
stockholders, however, such as foreign stockholders eligible for treaty or other benefits, stockholders with net
operating losses, and certain tax-exempt stockholders that are subject to unrelated business income tax, could be
subject to increased taxes on a portion of their dividend income from us that is attributable to the taxable
mortgage pool. Because we hold substantially all of our assets through the Operating Partnership, which is
treated as a partnership for U.S. federal income tax purposes, the foregoing rules would not apply if the
Operating Partnership was, or owned equity interests in, a taxable mortgage pool. Any such taxable mortgage
pool would be treated as a corporation for U.S. federal income tax purposes and could prevent us from qualifying
as a REIT.
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Our investments in construction loans may require us to make estimates about the fair value of land
improvements that may be challenged by the IRS.

We may invest in construction loans, the interest from which will be qualifying income for purposes of the REIT
gross 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. For
purposes of construction loans, the loan value of the real property is the fair value of the land plus the reasonably
estimated cost of the improvements or developments (other than personal property) that secure the loan and that
are to be constructed from the proceeds of the loan. There can be no assurance that the IRS would not challenge
our estimate of the loan value of the real property.

If the leases of our properties to the TRS lessee are not respected as true leases for U.S. federal income tax
purposes, we may fail to qualify as a REIT.

To qualify as a REIT, we must annually satisfy two gross income tests, under which specified percentages of our
gross income must be derived from certain sources, such as “rents from real property.” In order for rents paid to
our operating partnership by the TRS lessee pursuant to leases of our properties to qualify as “rents from real
property” for purposes of the gross income tests, the leases must be respected as true leases for U.S. federal
income tax purposes and not be treated as service contracts, financing arrangements, joint ventures or some other
type of arrangement. If our leases are not respected as true leases for U.S. federal income tax purposes, we may
fail to qualify as a REIT.

If any hotel managers that we may engage do not qualify as “eligible independent contractors,” or if our
hotels are not “qualified lodging facilities,” we may fail to qualify as a REIT.

Rent paid by a lessee that is a “related party tenant” of ours generally will not be qualifying income for purposes
of the two gross income tests applicable to REITs, but an exception is provided, however, for leases of “qualified
lodging facilities” to a TRS so long as the hotels are managed by an “eligible independent contractor” and certain
other requirements are satisfied. We expect to lease all or substantially all of our hotels to the TRS lessee, which
is a disregarded subsidiary that is intended to qualify as a TRS. We expect that the TRS lessee will engage hotel
managers and third-party property managers that are intended to qualify as “eligible independent contractors.”
Among other requirements, in order to qualify as an eligible independent contractor, the hotel manager must not
own, directly or through its equity owners, more than 35% of our outstanding stock, and no person or group of
persons can own more than 35% of our outstanding stock and the equity interests of the hotel manager, taking
into account certain ownership attribution rules. The ownership attribution rules that apply for purposes of these
35% thresholds are complex, and monitoring actual and constructive ownership of our stock by our hotel
managers and their owners may not be practical. Accordingly, there can be no assurance that these ownership
levels will not be exceeded.

In addition, for a hotel management company to qualify as an eligible independent contractor, such company or a
related person must be actively engaged in the trade or business of operating “qualified lodging facilities” (as
defined below) for one or more persons not related to the REIT or its TRS at each time that such company enters
into a hotel management contract with a TRS or its TRS lessee. No assurances can be provided that any hotel
managers that we may engage will in fact comply with this requirement in the future. Failure to comply with this
requirement would require us to find other managers for future contracts, and if we hired a management company
without knowledge of the failure, it could jeopardize our status as a REIT.

Finally, each property that we lease to our TRS lessee must be a “qualified lodging facility.” A “qualified lodging
facility” is a hotel, motel, or other establishment more than one-half of the dwelling units in which are used on a
transient basis, including customary amenities and facilities, provided that no wagering activities are conducted
at or in connection with such facility by any person who is engaged in the business of accepting wagers and who
is legally authorized to engage in such business at or in connection with such facility. The REIT provisions of the
Code provide only limited guidance for making determinations under the requirements for qualified lodging
facilities, and there can be no assurance that these requirements will be satisfied.
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Recharacterization of sale-leaseback transactions may cause us to lose our REIT status.

We may purchase real properties and lease them back to the sellers of such properties. We cannot guarantee that
the IRS will not challenge our characterization of any sale-leaseback transactions. In the event that any such sale-
leaseback transaction is challenged and recharacterized as a financing transaction or loan for federal income tax
purposes, deductions for depreciation and cost recovery relating to such property would be disallowed. If a sale-
leaseback transaction were so recharacterized, we might fail to satisfy the REIT qualification “asset tests” or the
“gross income tests” and, consequently, lose our REIT status. Alternatively, the amount of our REIT taxable
income could be recalculated which might also cause us to fail to meet the distribution requirement for a taxable
year.

Sales of our properties at gains are potentially subject to the prohibited transaction tax, which could reduce
the return on a stockholder’s investment.

Our ability to dispose of property is restricted as a result of our REIT status. Under applicable provisions of the
Code regarding prohibited transactions by REITSs, we will be subject to a 100% tax on any gain realized on the sale
or other disposition of any property (other than foreclosure property) we own, directly or through a subsidiary
entity, including our operating partnership, but excluding our taxable REIT subsidiaries, that is deemed to be
inventory or property held primarily for sale to customers in the ordinary course of trade or business unless a safe
harbor applies under the Code. Whether property is inventory or otherwise held primarily for sale to customers in
the ordinary course of a trade or business depends on the particular facts and circumstances surrounding each
property. We intend to avoid the 100% prohibited transaction tax by (1) conducting activities that may otherwise be
considered prohibited transactions through a taxable REIT subsidiary, (2) conducting our operations in such a
manner so that no sale or other disposition of an asset we own, directly or through any subsidiary other than a
taxable REIT subsidiary, will be treated as a prohibited transaction, or (3) structuring certain dispositions of our
properties to comply with certain safe harbors available under the Code. However, no assurance can be given that
any particular property will not be treated as inventory or property held primarily for sale to customers in the
ordinary course of a trade or business or that a safe harbor will apply.

There may be tax consequences to any modifications to our borrowings, our hedging transactions and other
contracts to replace references to LIBOR.

We are parties to loan agreements with LIBOR-based interest rates and derivatives with LIBOR-based terms used for
hedging and may hold or acquire assets with LIBOR-based terms. We may have to renegotiate such LIBOR-based
instruments to replace references to LIBOR. Under current law, certain modifications of terms of LIBOR-based
instruments may have tax consequences, including deemed taxable exchanges of the pre-modification instrument for
the modified instrument. Proposed Treasury Regulations have been issued that would treat certain modifications that
would be taxable events under current law as non-taxable events. The proposed Treasury Regulations also would
permit Real Estate Mortgage Investment Conduit’s (“REMIC”) to make certain modifications without losing REMIC
qualification. The proposed Treasury Regulations do not discuss REIT-specific issues of modifications to LIBOR-
based instruments. It is not clear when the proposed Treasury Regulations will be finalized or what, if any, changes
will be made to the proposed Treasury Regulations in final Treasury Regulations. We will attempt to migrate to a post-
LIBOR environment without jeopardizing our REIT qualification or suffering other adverse tax consequences but can
give no assurances that we will succeed.

Characterization of the repurchase agreements we enter into to finance our investments as sales for tax
purposes rather than as secured borrowing transactions could adversely affect our ability to qualify as a
REIT.

We have entered into repurchase agreements with a variety of counterparties to finance assets in which we invest.
When we enter into a repurchase agreement, we generally sell assets to our counterparty to the agreement and
receive cash from the counterparty. The counterparty is obligated to resell the assets back to us at the end of the
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term of the transaction. We believe that, for U.S. federal income tax purposes, we will be treated as the owner of
the assets that are the subject of repurchase agreements and that the repurchase agreements will be treated as
secured borrowing transactions notwithstanding that such agreements may transfer record ownership of the assets
to the counterparty during the term of the agreement. It is possible, however, that the IRS could successfully
assert that we did not own these assets during the term of the repurchase agreements or earn the income
generated by such assets for purposes of our application of the REIT asset and gross income tests.

Retirement Plan Risks

If the fiduciary of an employee benefit plan subject to the Employee Retirement Income Security Act of 1974,
as amended or “ERISA”, fails to meet the fiduciary and other standards under ERISA, the Code or common
law as a result of an investment in our stock, the fiduciary could be subject to civil penallties.

There are special considerations that apply to investing in our shares on behalf of a trust, pension, profit sharing
or 401(k) plans, health or welfare plans, trusts, individual retirement accounts or “IRAs” or Keogh plans. Persons
who are investing the assets of any of the entities identified in the prior sentence in our common stock, should
satisfy themselves that:

e the investment is consistent with such Person’s fiduciary obligations under applicable law, including
common law, ERISA and the Code;

e the investment is made in accordance with the documents and instruments governing the trust, plan or
IRA, including a plan’s investment policy;

» the investment satisfies the prudence and diversification requirements of Sections 404(a)(1)(B) and
404(a)(1)(C) of ERISA and other applicable provisions of ERISA and the Code;

e the investment will not impair the liquidity of the trust, plan or IRA,;
e the investment will not produce “unrelated business taxable income” for the plan or IRA;

* our stockholders will be able to value the assets of the plan annually in accordance with ERISA
requirements and applicable provisions of the plan or IRA; and

e the investment will not constitute a non-exempt prohibited transaction under Title I of ERISA or
Section 4975 of the Code.

Failure to satisfy the fiduciary standards of conduct and other applicable requirements of ERISA, the Code, or
other applicable statutory or common law may result in the imposition of civil penalties, and can subject the
fiduciary to equitable remedies. In addition, if an investment in our shares constitutes a non-exempt prohibited
transaction under Title I of ERISA or Section 4975 of the Code, the fiduciary that authorized or directed the
investment may be subject to the imposition of excise taxes with respect to the amount invested.

If our assets at any time are deemed to constitute “plan assets” under ERISA, that may lead to the rescission
of certain transactions, tax or fiduciary liability and our being held in violation of certain ERISA and Code
requirements.

Stockholders subject to ERISA should consult their own advisors as to the effect of ERISA on an investment in the
shares. As discussed under “Certain ERISA Considerations,” if our assets are deemed to constitute “plan assets” of
stockholders that are Covered Plans (as defined below) (i) certain transactions that we might enter into in the
ordinary course of our business might have to be rescinded and may give rise to certain excise taxes and fiduciary
liability under Title I of ERISA and/or Section 4975 of the Code; (ii) our management, as well as various providers
of fiduciary or other services to us (including the Advisor), and any other parties with authority or control with
respect to us or our assets, may be considered fiduciaries or otherwise parties in interest or disqualified persons for
purposes of the fiduciary responsibility and prohibited transaction provisions of Title I of ERISA and Section 4975
of the Code; and (iii) the fiduciaries of stockholders that are Covered Plans would not be protected from
“co-fiduciary liability” resulting from our decisions and could be in violation of certain ERISA requirements.
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Accordingly, prospective investors that are (i) “employee benefit plans” (within the meaning of Section 3(3) of
ERISA), which are subject to Title I of ERISA; (ii) “plans” defined in Section 4975 of the Code, which are
subject to Section 4975 of the Code (including “Keogh” plans and “individual retirement accounts”); or

(iii) entities whose underlying assets are deemed to include plan assets within the meaning of Section 3(42) of
ERISA and the regulations thereunder (e.g., an entity of which 25% or more of the total value of any class of
equity interests is held by “benefit plan investors”) (each such plan, account and entity described in clauses (i),
(ii) and (iii) we refer to as “Covered Plans”) should consult with their own legal, tax, financial and other advisors
prior to investing to review these implications in light of such investor’s particular circumstances. The sale of our
common stock to any Covered Plan is in no respect a representation by us or any other person associated with the
offering of our shares of common stock that such an investment meets all relevant legal requirements with
respect to investments by plans generally or any particular plan, or that such an investment is appropriate for
plans generally or any particular plan.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
ITEM 2. PROPERTIES

For an overview of our real estate investments, see Item 7 — “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Portfolio.”

Principal Executive Offices

Our principal executive and administrative offices are located at 1601 Washington Avenue, Suite 800, Miami
Beach, Florida 33139 and 591 West Putnam Avenue, Greenwich, CT 06830. We consider these facilities to be
suitable and adequate for the management and operations of our business.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we may be involved in various claims and legal actions arising in the ordinary course of
business. As of December 31, 2019, we were not involved in any material legal proceedings.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II.

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Offering of Common Stock

The Offering consists of four classes of shares of our common stock, Class T shares, Class S shares, Class D
shares, and Class I shares. As of March 20, 2020, we had 483 holders of Class T, 5,528 holders of Class S, 508
holders of Class D and 1,618 holders of Class I shares of common stock. The share classes have different upfront
selling commissions and dealer manager fees, and different ongoing stockholder servicing fees. Other than the
differences in upfront selling commissions, dealer manager fees, and ongoing stockholder servicing fees, each
class of common stock has the same economics and voting rights. Shares of our common stock are not listed for
trading on a stock exchange or other securities market. The following table details the selling commissions,
dealer manager fees, and stockholder servicing fees for each applicable share class as of March 20, 2020:

Class T Class S Class D Class I

Shares Shares Shares Shares
Selling commissions and dealer manager fees (% of
transaction PriCe) .. .........vuvinunnenenenn.. upto3.5% upto3.5% upto1.5% —
Stockholder servicing fee (% of NAV) .............. 0.85% 0.85% 0.25% —

For Class S shares sold in the primary offering, investors will pay upfront selling commissions of up to 3.5% of
the transaction price. For Class T shares sold in the primary offering, investors will pay upfront selling
commissions of up to 3.0% of the transaction price and upfront dealer manager fees of 0.5% of the transaction
price, however such amounts may vary at certain participating broker-dealers, provided that the sum will not
exceed 3.5% of the transaction price. For Class D shares sold in the primary offering, investors will pay upfront
selling commissions of up to 1.5% of the transaction price. Prior to February 4, 2020, no upfront selling
commissions were paid on Class D shares.

The Dealer Manager, a registered broker-dealer affiliated with the Advisor, serves as the dealer manager for the
Offering and is entitled to receive stockholder servicing fees of 0.85% per annum of the aggregate NAV for
Class T shares and Class S shares. For Class T shares such stockholder servicing fee includes an advisor
stockholder servicing fee of 0.65% per annum, and a dealer stockholder servicing fee of 0.20% per annum, of the
aggregate NAV for the Class T shares, however, with respect to Class T shares sold through certain participating
broker-dealers, the advisor stockholder servicing fee and the dealer stockholder servicing fee may be other
amounts, provided that the sum of such fees will always equal 0.85% per annum of the NAV of such shares. For
Class D shares, a stockholder servicing fee equal to 0.25% per annum of the aggregate NAV for the Class D
shares.

The Dealer Manager anticipates that substantially all of the upfront selling commissions, dealer manager and
stockholder servicing fees will be retained by, or reallowed (paid) to, participating broker-dealers. Through
December 31, 2019, the Dealer Manager retained approximately $31,000 of upfront selling commissions, dealer
manager or stockholder servicing fees.

The purchase price per share for each class of our common stock is the transaction price that will generally equal
our prior month’s NAV per share, as determined monthly, plus applicable selling commissions and dealer
manager fees. Our NAV for each class of shares is based on the net asset values of our investments (including
real estate-related securities), the addition of any other assets (such as cash on hand) and the deduction of any
liabilities, including the allocation/accrual of any performance participation, and any stockholder servicing fees
applicable to such class of shares.
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The following table presents our monthly NAV per share for each of the four classes of shares since we broke
escrow in the Offering through December 31, 2019:

Common Common Common Common
Stock Stock Stock Stock

Class T Class S Class D Class I
December 31,2018 . ... ... $20.00 $20.00 $20.00 $20.01
January 31,2019 . ... ... $20.07 $20.07 $20.09 $20.09
February 28,2019 . ... ... . . $20.15 $20.21 $20.19 $20.24
March 31,2019 ... ... $20.28 $20.36 $20.30 $20.33
April 30,2019 ... . $20.36 $20.47 $20.41 $20.46
May 31,2019 ... $20.54 $20.66 $20.60 $20.65
June 30,2019 ... .. $20.82 $20.96 $20.89 $20.96
July 31,2019 . .o $20.77 $20.93 $20.82 $20.91
August 31,2019 ... . $20.84 $21.00 $20.90 $20.98
September 30,2019 . ... $21.04 $21.21 $21.10 $21.18
October 31,2019 . . . ... $21.02 $21.19 $21.08 $21.15
November 30, 2019 . . ... oot $21.14 $21.31 $21.20 $21.28
December 31,2019 . ...ttt $21.44 $21.62 $21.50 $21.57

Net Asset Value

We calculate NAYV per share in accordance with the valuation guidelines that have been approved by our board
of directors. The following table provides a breakdown of the major components of our NAV as of December 31,
2019 ($ and shares in thousands, except per share data, excluding footnote):

Components of NAV December 31, 2019
Investments in real properties ................... $ 2,005,642
Investments in real estate-related securities ........ 277,651
Cash and cash equivalents . ..................... 48,479
Restrictedcash . ....... ... . . . . . . . . 140,482
Other asSets .. ..ottt e 12,564
Debt obligations . ............. .. ..., (1,326,204)
Subscriptions received in advance ............... (110,618)
Other liabilities ............... ... ... ... ..., (43,904)
Performance participation accrual .. .............. (10,366)
Management fee payable .. ..................... (1,037)
Accrued stockholder servicing fees(1) ............ (443)
Minority interest . ..............oiiiii... (13,216)
Net Asset Value .. ..., $ 979,030
Number of outstanding shares . .................. 45,345

(1) Stockholder servicing fees only apply to Class T, Class S, and Class D shares. Under GAAP, we accrue the
full cost of the stockholder servicing fee as an offering cost at the time we sell Class T, Class S and Class D
shares. As of December 31, 2019, we have accrued under GAAP $44.1 million of stockholder servicing fees
payable to the Dealer Manager related to the Class T, Class S and Class D shares sold.
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The following table provides a breakdown of our total NAV and NAV per share by share class as of
December 31, 2019:

Class T Class S Class D Class I
NAYV Per Share Shares Shares Shares Shares Total
Netassetvalue ................ $30,290,947 $565,567,532 $35,542,011 $347,629,305 $979,029,795
Number of outstanding shares . . . . 1,412,563 26,164,794 1,653,094 16,114,284 45,344,735
NAYV Per Share as of
December 31,2019 .......... $ 2144 $ 2162 $ 2150 $ 21.57

Set forth below are the weighted averages of the key assumptions in the discounted cash flow methodology used
in the December 31, 2019 valuations, based on property types.

Exit Capitalization

Property Type Discount Rate Rate

Multifamily ....... ... ... ... .. .. ... ... 6.8% 5.5%
Hotel ... ... . 9.3% 8.2%
Office ..o 8.3% 7.5%
Other ...... ... ..., 7.5% 7.3%

These assumptions are determined by the Advisor and reviewed by our independent valuation advisor. A change
in these assumptions would impact the calculation of the value of our property investments. For example,
assuming all other factors remain unchanged, the changes listed below would result in the following effects on
our investment values:

Hypothetical Multifamily Hotel Office Other
Input Change Investment Values Investment Values Investment Values Investment Values
DiscountRate ........... 0.25% decrease +1.9% +1.8% +1.9% +1.9%
(weighted average) ... 0.25% increase (1.9% 1.7% (1.8)% (1.7%
Exit Capitalization Rate ... 0.25% decrease +2.8% +1.5% +2.1% +2.1%
(weighted average) ... 0.25% increase 2.6)% (1.5)% (1.9% (1.7%

The following table reconciles stockholders’ equity per our Consolidated Balance Sheet to our NAV ($ in
thousands):

December 31,

Reconciliation of Stockholders’ Equity to NAV 2019
Stockholders’ equity under U.S. GAAP ............... $837,263
Adjustments:

Accrued stockholder servicing fee ............... 43,643

Advanced organization and offering costs and

Advanced operating expenses . ............... 7,435

Unrealized real estate appreciation . .............. 51,618

Accumulated depreciation and amortization . . ... .. 39,071

NAV $979,030

The following details the adjustments to reconcile GAAP stockholders’ equity to our NAV:

e Accrued stockholder servicing fee represents the accrual for the full cost of the stockholder servicing
fee for Class T, Class S and Class D shares. Under GAAP we accrued the full cost of the stockholder
servicing fee payable over the life of each share (assuming such share remains outstanding the length
of time required to pay the maximum stockholder servicing fee) as an offering cost at the time we sold

77



the Class T, Class S and Class D shares. Refer to Note 2 — “Summary of Significant Accounting
Policies” to our consolidated financial statements for further details of the GAAP treatment regarding
the stockholder servicing fee. For purposes of NAV we recognize the stockholder servicing fee as a
reduction of NAV on a monthly basis as such fee is paid.

* The Advisor advanced organization and offering costs on our behalf through December 21, 2019 and
operating expenses incurred from July 13, 2017 (date of initial capitalization) through December 31,
2018. Such costs are reimbursed to the Advisor pro rata over 60 months following December 21, 2019.
Under GAAP, organization costs and operating expenses are expensed as incurred and offering costs
are charged to equity as such amounts are incurred. For NAV, such costs are recognized as a reduction
to NAV as they are reimbursed ratably over 60 months.

* Our investments in real estate are presented under historical cost in our GAAP consolidated financial
statements. Additionally, our mortgage notes and revolving credit facilities and repurchase agreements
(“Debt”) are recorded at their carrying value in our consolidated financial statements. As such, any
increases or decreases in the fair market value of our investments in real estate or our Debt are not
recorded in our GAAP results. For purposes of determining our NAV, our investments in real estate
and our Debt are recorded at fair value.

e We depreciate our investments in real estate and amortize certain other assets and liabilities in
accordance with GAAP. Such depreciation and amortization is excluded for purposes of determining
our NAV.

Distributions

Beginning February 28, 2019, we declared monthly distributions for each class of our common stock, which are
generally paid three days after month-end. Each class of our common stock received the net distributions per
share set forth below for the year ended December 31, 2019. The net distribution varies for each class based on
the applicable stockholder servicing fee, which is deducted from the monthly distribution per share. We intend to
continue to declare distributions based on record dates established by our board of directors and to pay such
distributions on a monthly basis.

The following table details the net distribution for each of our share classes for the year ended December 31,
2019.

Class T Class S Class D Class I
w Shares Shares Shares Shares
January 31,2019 ... ... .. $ — $ — $ — $ —
February 28,2019 ...... ... . ... . 0.0708 0.0537 0.0778 0.0840
March 31,2019 ... .. 0.0805 0.0804 0.0907 0.0950
April 30,2019 ... 0.0823 0.0823 0.0916 0.0965
May 31,2019 . ... 0.0836 0.0835 0.0940 0.0983
June 30,2019 .. ... L 0.0867 0.0867 0.0969 0.1011
July 31,2019 .. oo 0.0876 0.0875 0.0982 0.1026
August 31,2019 ... . 0.0876 0.0875 0.0982 0.1026
September 30,2019 .. ... .. ... 0.0880 0.0879 0.0983 0.1026
October 31,2019 . ... ..o 0.0874 0.0873 0.0981 0.1026
November 30,2019 ........ . ... .. 0.0879 0.0878 0.0983 0.1026
December 31,2019 ........ ... .. i 0.0873 0.0872 0.0981 0.1026
Totals . ..o $0.9297  $0.9118  $1.0402  $1.0905

For the year ended December 31, 2019, we declared aggregate distributions in the amount of $24.1 million. The
following table outlines the tax character of our distributions paid in 2019 as a percentage of total distributions.
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The distribution declared on December 31, 2019 was paid on January 6, 2020 and is included in the analysis
below.

Ordinary Capital Unrecaptured Return of
Income Gains 1250 Gain Capital

2019 Tax Year ........ooiiniiiiiii.. 7.95% 0% 0% 92.05%

For the year ended December 31, 2018, we did not declare any distributions.

The following table summarizes our distributions declared during the year ended December 31, 2019 ($ in
thousands). From July 13, 2017 (date of our initial capitalization) through December 31, 2018, we had not
commenced our principal operations and as such, no distributions were made during this period.

For the Year Ended
December 31, 2019
Amount Percentage
Distributions
Payableincash ..................cccovvuunn... $10,472 43%
Reinvestedinshares ............ ... . .......... 13,670 ﬂ %
Total distributions . ....................... $24,142 m%
Sources of Distributions
Cash flows from operating activities ............. $24,142 100%
Offering proceeds .......... ... .. — 0%
Total sources of distributions ............... $24,142 @%
Cash flows from operating activities ................. $51,105
Funds from operations . .. .......................... $18,674

Funds from Operations and Adjusted Funds from Operations

We believe funds from operations (“FFO”) is a meaningful supplemental non-GAAP operating metric. Our
consolidated financial statements are presented under historical cost accounting which, among other things,
requires depreciation of real estate investments to be calculated on a straight-line basis. As a result, our operating
results imply that the value of our real estate investments will decrease evenly over a set time period. However,
we believe that the value of real estate investments will change over time based on market conditions and as
such, depreciation under historical cost accounting may be less informative. FFO is a standard REIT industry
metric defined by the National Association of Real Estate Investment Trusts (“NAREIT”).

FFO, as defined by NAREIT and presented below, is calculated as net income or loss (computed in accordance
with GAAP), excluding (i) gains or losses from sales of depreciable real property, (ii) impairment write-downs
on depreciable real property, (iii) plus real estate-related depreciation and amortization, and (iv) similar
adjustments for unconsolidated joint ventures.

We also believe that adjusted FFO (“AFFO”) is a meaningful supplemental non-GAAP disclosure of our
operating results. AFFO further adjusts FFO in order for our operating results to reflect the specific
characteristics of our business by adjusting for items we believe are not related to our core operations. Our
adjustments to FFO to arrive at AFFO include removing the impact of (i) straight-line rental income,

(i1) amortization of above- and below-market lease intangibles, (iii) amortization of mortgage premium /discount,
(iv) organizational costs, (v) unrealized gains or losses from changes in the fair value of real estate—related
securities and other financial instruments, (vi) amortization of restricted stock awards, (vii) non-cash
performance participation allocation, even if repurchased by us, and (viii) similar adjustments for unconsolidated
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joint ventures. AFFO is not defined by NAREIT and our calculation of AFFO may not be comparable to
disclosures made by other REITs.

The following table presents a reconciliation of FFO and AFFO to net loss attributable to stockholders ($ in
thousands):

December 31, December 31,
2019 2018
Net loss attributable to stockholders ............. $(20,826) $(1,693)
Adjustments to arrive at FFO:
Real estate depreciation and
amortization ...................... 38,896 —
Investment in unconsolidated real estate
ventures — depreciation ............. 604 —
FFO attributable to stockholders ................ 18,674 (1,693)
Adjustments to arrive at AFFO:
Straight-line rental income . ............ (829) —
Amortization of above- and below-market
lease intangibles, net ............... (13) —
Unrealized losses from changes in the fair
value of real estate-related securities
and other financial instruments . ...... 256 —
Non-cash performance participation
allocation ........................ 10,366 —
Amortization of deferred financing
COSES e 1,089 —
Amortization of restricted stock awards .. 71 80
Amount attributable to non-controlling
interests for above adjustments . ...... (151) —
AFFO attributable to stockholders . .............. $ 29,463 $(1,613)

FFO and AFFO should not be considered to be more relevant or accurate than the GAAP methodology in
calculating net income (loss) or in evaluating our operating performance. In addition, FFO and AFFO should not
be considered as alternatives to net income (loss) as indications of our performance or as alternatives to cash
flows from operating activities as indications of our liquidity, but rather should be reviewed in conjunction with
these and other GAAP measurements. Further, FFO and AFFO are not intended to be used as liquidity measures
indicative of cash flow available to fund our cash needs, including our ability to make distributions to our
stockholders.

Unregistered Sales of Equity Securities

As described in Note 10 to our consolidated financial statements, the Advisor is entitled to an annual
management fee equal to 1.25% of our NAV, payable monthly as compensation for the services it provides to us.
The management fee can be paid, at the Advisor’s election, in cash, shares of common stock, or Operating
Partnership units. The Advisor waived its management fee through March 31, 2019. During the year ended
December 31, 2019, we incurred management fees of $5.5 million. For the year ended December 31, 2019, the
Adpvisor has elected to receive the management fee in shares of our common stock. We issued 210,827
unregistered Class I shares to the Advisor as payment for the management fee and also had a payable of

$1.0 million related to the management fee as of December 31, 2019, which is included in Due to affiliates on
our Consolidated Balance Sheets. During January 2020, the Advisor was issued 48,049 unregistered Class I
shares as payment for the $1.0 million management fee accrued as of December 31, 2019. The shares issued to
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the Advisor for payment of the management fee were issued at the applicable NAV per share at the end of each
month for which the fee was earned.

Additionally, the Special Limited Partner, an affiliate of the Advisor, holds a performance participation interest
in the Operating Partnership that entitles it to receive an allocation of the Operating Partnership’s total return to
its capital account. As further described in Note 10 to our consolidated financial statements, total return is
defined as distributions paid or accrued plus the change in NAV. Under the Operating Partnership agreement, the
annual total return will be allocated solely to the Special Limited Partner after the other unit holders have
received a total return of 5% (after recouping any loss carryforward amount) and such allocation will continue
until the allocation between the Special Limited Partner and all other unit holders is equal to 12.5% and 87.5%,
respectively. Thereafter, the Special Limited Partner will receive an allocation of 12.5% of the annual total
return. The annual distribution of the performance participation interest will be paid in cash or Class I units of the
Operating Partnership, at the election of the Special Limited Partner. During the year ended December 31, 2019,
we recognized $10.4 million of performance participation allocation in the Company’s Consolidated Statements
of Operations as the performance hurdle was achieved as of December 31, 2019. The 2019 performance
participation allocation became payable on December 31, 2019 and in January 2020, we issued approximately
0.5 million Class I units of the Operating Partnership to the Special Limited Partner as payment for the 2019
performance participation allocation. Each Class I unit is exchangeable into one Class I common share. Each
issuance to the Advisor and the Special Limited Partner was made pursuant to Section 4(a)(2) of the Securities
Act.

Use of Offering Proceeds

On December 27, 2017, our Registration Statement on Form S-11 (File No. 333-220997), covering our Offering
of up to $5.0 billion of common stock (in any combination of purchases of Class T, Class S, Class D and Class I
shares of our common stock), consisting of up to $4.0 billion in shares in our primary offering and up to

$1.0 billion in shares pursuant to our distribution reinvestment plan, was declared effective under the Securities

Act. The offering price for each class of our common stock is determined monthly and is made available on our
website and in prospectus supplement filings.

As of December 31, 2019, we had received net proceeds of $933.5 million from the Offering. The following
table presents information about the Offering and use of proceeds therefrom ($ and number of shares in
thousands):

Class T Class S Class D Class I

Shares Shares Shares Shares Total
Offering proceeds:
Sharessold .......... ... ... .. ... ... .. .. ... 1,413 26,170 1,653 16,113 45,349
Gross offering proceeds ...................... $29,729 $543,920 $34,100 $334,522 $942.271
Selling commissions and dealer manager fees . . . .. (709) (5,240) — — (5,949)
Accrued stockholder servicing fees ............. (123) (2,652) 41 — (2,816)
Net offering proceeds . ....................... $28,897 $536,028 $34,059 $334,522 $933,506

We primarily used the net proceeds from the Offering toward the acquisition of $1.6 billion of real estate and
$454.9 million of real estate-related securities. In addition to the net proceeds from the Offering, we financed our
acquisitions with $923.2 million of financing secured by our investments in real estate and $81.0 million of net
repurchase agreements. See Item 7 — “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Liquidity and Capital Resources” for additional details on our borrowings.

Share Repurchase Plan

We have adopted a share repurchase plan, whereby on a monthly basis, stockholders may request that we
repurchase all or any portion of their shares. We may choose to repurchase all, some or none of the shares that

81



have been requested to be repurchased at the end of any particular month, in our discretion, subject to any
limitations in the share repurchase plan. The total amount of aggregate repurchases of Class T, Class S, Class D,
and Class I shares will be limited to 2% of the aggregate NAV per month and 5% of the aggregate NAV per
calendar quarter. Shares are repurchased at a price equal to the transaction price on the applicable repurchase date
(which will generally be equal to our prior month’s NAV per share), subject to any early repurchase deduction.
Shares that have not been outstanding for at least one year would be repurchased at 95% of the transaction price
(an “Early Repurchase Deduction”). The Early Repurchase Deduction will not apply to shares acquired through
our distribution reinvestment plan.

Due to the illiquid nature of investments in real estate, we may not have sufficient liquid resources to fund
repurchase requests and may elect not to repurchase some or all of the shares submitted for repurchase in a given
period. Further, we may modify, suspend or terminate the share repurchase plan. For year ended December 31,
2019, we repurchased 10,350 shares of common stock representing a total of $0.2 million. We had no unfulfilled
repurchase requests during the year ended December 31, 2019.

During the year ended December 31, 2019, we repurchased shares of our common stock in the following
amounts, which represented all of the share repurchase requests received for the same period.

Maximum Number

of Shares Pending
Total Number of Repurchase
Repurchases as Shared Repurchased Pursuant
Total Number a Percentage of  Average as Part of Publicly to Publicly
of Shares Shares Price Paid Announced Plansor  Announced Plans
Month of: Repurchased Outstanding per Share Programs or Programs (1)
July2019 ... — — $ — — —
August2019 ... ... .. ... ... 4,843 0.02% 20.96 4,843 —
September 2019 . ............ 4,228 0.01% 20.93 4,228 —
October 2019 ............... — — — — —
November 2019 ............. — — — — —
December 2019 ............. 1,279 0.00% 21.09 1,279 —
Total ........ .. ... .. .... 10,350 $20.96 10,350 —

(1) Repurchases are limited under the share repurchase plan as described above. Under the share repurchase
plan, we would have been able to repurchase up to an aggregate of $16.9 million of Class S, Class T,
Class D and Class I shares based on our November 30, 2019 NAYV in the fourth quarter of 2019 (if such
repurchase requests were made). Pursuant to the share repurchase plan, this amount resets at the beginning
of each quarter.

During the year ended December 31, 2018, no shares were repurchased pursuant to our share repurchase plan.
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth our selected financial and operating data for the years ended December 31, 2019
and 2018 and for the period July 13, 2017 (date of initial capitalization) through December 31, 2017. The
following selected consolidated historical financial data should be read in conjunction with the information set
forth under Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and the consolidated financial statements and the related notes thereto beginning on page F-1 of this
report (in thousands, except per share data).

For the Period
July 13, 2017
(date of initial

capitalization)
For the Year Ended For the Year Ended through
December 31,2019 December 31,2018 December 31, 2017
Operating Data
Total revenues . ............. $ 94,308 $ — $ —
Total expenses .. ............ 101,224 1,745 36
Total other (expense) income . . (14,062) 52 —
Netloss ........coovuinn.. $ (20,978) $ (1,693) $ (36)
Per Share Data
Net loss per share of common
stock — basic and diluted . . . $ (0.91) $ (6.59) $(3.59)
Gross distributions declared per
share of common stock(1) . . . $ 1.0905 $ — $ —
Balance Sheet Data
Total assets . ............... $2,390,322 $164,963 $ 200
Real estate,net ............. 1,798,044 — —
Investments in real estate-
related securities .......... 277,651 — —
Mortgage notes and revolving
credit facility, net ......... 1,238,102 — —
Repurchase agreements . . .. ... 81,035 — —
Totalequity ................ 849,247 147,122 164

(1) Represents the gross distributions declared for the year ended December 31, 2019. For the period from
July 13, 2017 (date of initial capitalization) through December 31, 2017 and for the year ended
December 31, 2018, no distributions had been declared on shares of our common stock.
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ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the consolidated financial statements and notes
thereto appearing elsewhere in this Annual Report on Form 10-K. In addition to historical data, this discussion
contains forward-looking statements about our business, operations and financial performance based on current
expectations that involve risks, uncertainties and assumptions. Our actual results may differ materially from
those in this discussion as a result of various factors, including but not limited to those discussed in Part L.

Item 1A — “ Risk Factors” in this Annual Report on Form 10-K.

Overview

We were formed on June 22, 2017 as a Maryland corporation to invest primarily in stabilized, income-oriented
commercial real estate and debt secured by commercial real estate. Our portfolio principally will be comprised of
properties, and debt secured by properties, located in the United States but may also be diversified on a global
basis through investments in properties and debt secured by properties, outside of the United States, with a focus
on Europe. We are an externally advised, perpetual-life REIT and intend to qualify as a REIT for federal income
tax purposes. We plan to own all or substantially all of our assets through the Operating Partnership, of which we
are the sole general partner. We and the Operating Partnership are externally managed by the Advisor.

Our board of directors will at all times have ultimate oversight and policy-making authority over us, including
responsibility for governance, financial controls, compliance and disclosure. Pursuant to the Advisory
Agreement, however, we have delegated to the Advisor the authority to source, evaluate and monitor our
investment opportunities and make decisions related to the acquisition, management, financing and disposition of
our assets, in accordance with our investment objectives, guidelines, policies and limitations, subject to oversight
by our board of directors.

We intend to elect to be taxed as a REIT under the Code for U.S. federal income tax purposes, commencing with

our taxable year ending December 31, 2019. We generally will not be subject to U.S. federal income taxes on our
taxable income to the extent we annually distribute all of our net taxable income to stockholders and maintain our
qualification as a REIT.

We have registered with the SEC an offering of up to $5.0 billion in shares of common stock (in any combination
of purchases of Class T, Class S, Class D and Class I shares of our common stock), consisting of up to

$4.0 billion in shares in our primary offering and up to $1.0 billion in shares pursuant to our distribution
reinvestment plan (the “Offering”). The share classes have different upfront selling commissions and ongoing
stockholder servicing fees. As of December 21, 2018, we satisfied the minimum offering requirement and our
board of directors authorized the release of proceeds from escrow. We intend to continue selling shares in the
Offering on a monthly basis.

As of March 20, 2020, we had received net proceeds of approximately $1.4 billion from selling an aggregate of
64,867,752 shares of our common stock (consisting of 2,020,916 Class T shares, 35,793,975 Class S shares,
2,295,861 Class D shares, and 24,757,000 Class I shares). We have contributed the net proceeds from the
Offering to our Operating Partnership in exchange for a corresponding number of Class T, Class S, Class D, and
Class I units.

Investment Objectives
Our investment objectives are to invest in assets that will enable us to:

e provide current income in the form of regular, stable cash distributions to achieve an attractive
distribution yield;

e preserve and protect invested capital;
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realize appreciation in net asset value (“NAV”) from proactive investment management and asset
management; and

provide an investment alternative for stockholders seeking to allocate a portion of their long-term
investment portfolios to commercial real estate with lower volatility than publicly traded real estate
companies.

2019 Highlights

Operating Results:

Raised $761.7 million of proceeds in the Offering during the year ended December 31, 2019.

Declared monthly net distributions totaling $24.1 million for the year ended December 31, 2019. As of
December 31, 2019 the annualized net distribution rate was 4.9% for Class S, 5.0% for Class T, 5.6%
for Class D and 5.8% for Class I shares.

Produced year-to-date total returns through December 31, 2019, without upfront selling commissions
and dealer manager fees, of 12.9% for Class S, 12.1% for Class T, 13.0% for Class D and 13.6% for
Class I shares and year-to-date total returns assuming full upfront selling commissions and dealer
manager fees, as applicable, of 9.1% for Class S and 8.3% for Class T shares.

Investments:

Closed transactions with a total purchase price of $1.9 billion, resulting in a diversified portfolio of
stabilized income-producing commercial real estate assets concentrated in high growth markets across
the U.S. The following are our top acquisitions for the year:

e InJanuary 2019, we acquired a fee simple interest in eight hotel properties (the “U.S. Select
Service Portfolio”). The U.S. Select Service Portfolio is a fully renovated, premium branded,
stable select service portfolio totaling 1,057 hotel rooms, comprised of eight hotels located
primarily in Florida and Colorado. The U.S. Select Service Portfolio was acquired for
$229.0 million, excluding closing costs and related working capital. Four of the properties in the
U.S. Select Service Portfolio are located in Florida—two in Tampa in close proximity to the
Tampa Airport, and two in Ft. Myers. The remaining properties are located in Boulder, Colorado;
Knoxville, Tennessee; Little Rock, Arkansas; and Cleveland, Ohio.

e In May 2019, we, through a subsidiary, acquired a fee-simple interest in, a Class A office portfolio
with 11 buildings located in Jacksonville, Florida (the “Florida Office Portfolio™) for
$231.0 million, exclusive of closing costs, in a joint venture owned 97% by the Company. The
portfolio totals 1.27 million square feet with no significant single tenant concentration.

e In October 2019, we acquired a fee-simple interest in a multifamily property (the “Thornton
Apartments”) for $180.2 million, excluding closing costs. The Thornton Apartments are a high-
quality, 2018-construction midrise multifamily property totaling 439 units located in Alexandria,
Virginia.

* In November 2019, we, through a subsidiary, acquired a fee-simple interest in a 33-asset industrial
portfolio (“Midwest Industrial Portfolio”) for approximately $319.6 million, excluding closing
costs, in a joint venture owned 95% by the Company. The Midwest Industrial Portfolio is
comprised 120 of 4.1 million square feet of primarily Class A properties (2005 average vintage) in
Chicago (43%), Indianapolis (33%), Columbus (16%) and Milwaukee (8%).

e During September and October 2019 we, through a subsidiary, acquired a fee-simple interest in a
portfolio of buildings in Columbus, Ohio (the “Columbus Mixed Use Portfolio”) for
$275.0 million, excluding closing costs, in a joint venture owned 96% by the Company. The
Columbus Mixed Use Portfolio consists of five, Class A buildings containing 1,012 apartment
units and 322,000 square feet of office.
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Other acquisitions during the three months ended December 31, 2019 include a fee-simple interest in a
garden style 570 unit multifamily property located in Charlotte, North Carolina (the “Cascades
Apartments”) acquired for $109.6 million, excluding closing costs; a fee-simple interest in a mixed-use
property consisting of 265 midrise multifamily units and 96,949 square feet of commercial space
located in Durham, North Carolina (the “Exchange on Erwin”) for $111.3 million, excluding closing
costs; a fee-simple interest in a 277 unit multifamily property located in downtown Scottsdale, Arizona
(“The Griffin”) for $96.2 million, excluding closing costs; and a fee-simple interest in a 400 unit
multifamily property in Salt Lake City, Utah (“Avida”) for $86.7 million, excluding closing costs.

Subsequent to December 31, 2019, we entered into agreements to purchase four investments for a total
purchase price of $1.5 billion including: a portfolio of 3,336 affordable housing units located primarily
in Florida and very similar to our existing Florida Multifamily Portfolio, a 294,000 square foot
institutional quality medical office building in Washington D.C, a 911,000 square foot class A office
building in downtown Boston, Massachusetts and a 362,000 square foot class A office tower located in
downtown Nashville, Tennessee.

Our properties as of December 31, 2019 consisted of Multifamily (54% based on fair value), Industrial
(16%), Office (16%), Hotel (12%) and Other (2%) and were concentrated in the following regions:
Midwest (32%), South (29%), East (25%) and West (14%). Our allocation to Multifamily assets
increased during the quarter, up from 42% in the prior quarter. Our allocation to Hotel assets decreased
during the quarter, down from 29% in the prior quarter.

Acquired a portfolio of real estate-related securities with a total cost basis of $276.2 million.

Financings:

Portfolio

Closed or assumed an aggregate of $1.3 billion in property-level financing and $200.0 million of
revolving credit capacity that can be used to bridge financing and can be drawn upon to fund the
acquisition of future real estate investments.

Summary of Portfolio

The following chart outlines the percentage of our investments in real properties and investments in real estate-
related securities based on fair value as of December 31, 2019:

Asset Allocation

= Real Estate ® Securities
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The following charts further describe the composition of our investments in real properties based on fair value as

of December 31, 2019:

Property Type Geography

N,

= Multifamily = Industrial = Office = Other = Hotel = South = East = West = Midwest

14%

Investments in Real Estate

As of December 31, 2019, we owned 71 investments in real estate and one investment in an unconsolidated real
estate venture with an aggregate purchase price of approximately $1.9 billion, excluding closing costs and related

working capital. The following table provides a summary of our portfolio as of December 31, 2019:

Sq. Feet
(in r?lillieoe;ls)/ Percentage of

Number of  Number of  Occupancy Gross Asset Value(1)  Segment Segment
Segment Properties Units/Keys Rate(2) ($ in thousands) Revenue Revenue
Multifamily ............... 16 4,907 units 94% $1,082,912 $31,437 33%
Hotel .................... 9 1,293 keys 80% 247,619 40,818 43%
Industrial ................. 33 4.07 sq. ft. 98% 322,411 2,489 3%
Office .................... 12 1.59 sq. ft. 94% 314,900 19,053 20%
Other .................... 2 0.1sq.ft.  100% 37.800 511 1%
Total ... 72 $2,005.642  $94308  100%

(1) Based on fair value as of December 31, 2019.

(2) The occupancy rate is as of December 31, 2019 for non-hotels. The occupancy rate for our hotel investments
is the average occupancy rate for the year ended December 31, 2019. Hotels owned less than one year are

excluded from the average occupancy rate calculation.
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Real Estate

The following table provides information regarding our portfolio of real properties as of December 31, 2019:

Sq. Feet
Purchase (in millions)/
Number of Acquisition ~ Ownership Price Number of
Segment and Investment Properties Location Date Interest(1) (in millions)(2) Units/Keys Occupancy(3)
Multifamily:
Florida Multifamily Jacksonville/

Portfolio ......... 4 Naples, FL January 2019 100% $ 99.6 1,150 98%
Phoenix Property . ... 1 Mesa, AZ January 2019 100% 45.8 256 95%
Savannah Property . .. 1 Savannah, GA January 2019 100% 36.2 203 94%
Concord Park

Apartments . ...... 1 Fort Meade, MD July 2019 100% 86.7 335 95%
Columbus September/

Multifamily ...... 4 Columbus, OH  October 2019 96% 201.7 1,012 92%
Cascades

Apartments .. ..... 1 Charlotte, NC October 2019 100% 109.6 570 94%
Thornton

Apartments . ...... 1 Alexandria, VA October 2019 100% 180.2 439 89%
Exchange on Erwin .. 1 Durham, NC  November 2019  100% 65.0 265 97%
The Griffin ......... 1 Scottsdale, AZ December 2019 100% 96.2 277 87%
Avida Apartments . .. 1 Salt Lake City, UT December 2019  100% 86.7 400 91%
Total Multifamily . . . 16 1,007.7 4,907
Hotel:

U.S. Select Service FL, CO, TN, OH,

Portfolio ......... 8 AR January 2019 100% 229.0 1,057 78%
Fort Lauderdale Fort Lauderdale,

Hotel(4) ......... 1 FL March 2019 43% 12.3 236 82%
Total Hotel ........ 9 241.3 1,293
Office:

Florida Office

Portfolio 11 Jacksonville, FL May 2019 97% 231.0 1.27 90%
Columbus Office

Portfolio 1 Columbus, OH  October 2019 96% 73.3 0.32 98%
Total Office ........ 12 304.3 1.59
Industrial:

Midwest Industrial

Portfolio ......... 33 IL, IN, OH, WI November 2019 95% 319.6 4.07 98%
Total Industrial . . . .. 33 319.6 4.07
Other:

Exchange on Erwin —

Commercial ...... 2 Durham, NC  November 2019 100% 46.3 0.10 100%
Total Other ........ 2 46.3 0.10
Total Investment

Properties ....... 72 $1,919.2

(1) Certain of the joint venture agreements entered into by us provide the seller or the other partner a profits interest
based on certain internal rate of return hurdles being achieved. Such investments are consolidated by us and any
profits interest due to the other partner is reported within non-controlling interests.

(2) Purchase price excludes acquisition costs and acquired working capital of $24.2 million.

(3) The occupancy rate for non-hotels is as of December 31, 2019 and for hotels the average occupancy rate is from
the date of acquisition to December 31, 2019

(4) Purchase price represents the Company’s initial equity investment into the joint venture.

Subsequent to December 31, 2019, we acquired an aggregate of $1.5 billion of real estate, exclusive of closing
costs, across four separate transactions.
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Investments in Real Estate-Related Securities

The following table details our investments in real estate-related securities as of December 31, 2019 ($ in
thousands):

Number of Weighted Average Weighted Average

Instrument Positions Coupon(1) Maturity Date(2) Cost Basis  Fair Value
RMBS ... ... ... 49 3.84% September 29, 2046 $185,822 $187,226
CLO ... 12 6.12% May 11, 2031 29,302 29,236
CRT ... .. 5 4.03% May 29, 2034 37,000 37,066
SFR ... 5 3.72% November 26, 2036 12,583 12,552
CMBS ... ... _4 3.73% March 13, 2037 11,473 11,571

E $276,180 $277,651

(1) As of December 31, 2019, our RMBS securities had floating rate coupons ranging from 0.00% to 7.95%,
our CLO securities had floating rate coupons ranging from 4.62% to 8.49%, our CRT securities had floating
rate coupons ranging from 3.79% to 4.24%, our SFR securities had floating rate coupons ranging from
3.37% to 4.22%, and our CMBS securities had floating rate coupons ranging from 3.61% to 5.76%.

(2) Weighted average maturity date is based on the fully extended maturity date of the underlying collateral.

The following chart describes the diversification of our real estate-related securities and loans by type based on
fair value as of December 31, 2019:

Security Type

CMBS

SFR 4%

5%

The majority of our securities portfolio consists of non-agency RMBS. RMBS are mortgage pass-through
certificates or collateralized mortgage obligations representing interests in or obligations backed by pools of
residential mortgage loans. We also invest in securitizations of loan portfolios or CLO and credit risk transfer
(“CRT”) securities. CRTs are general obligations of Fannie Mae and Freddie Mac and function similarly to a
bond in that payments are made semi-annually, but with a credit default swap attached. If the underlying loans
incur credit losses, the CRT notes are written down and Fannie Mae and Freddie Mac is no longer obligated to
repay that portion of principal to investors. To a lesser extent, we have invested in CMBS and single-family
rental (“SFR”) securitizations.

Subsequent to December 31, 2019, we purchased an aggregate of $78.4 million of real estate-related securities.

Lease Expirations

The following table details the expiring leases at our office, industrial and retail properties by annualized base
rent and square footage as of December 31, 2019 ($ and square feet data in thousands). The table below excludes
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our hotel properties and multifamily properties as substantially all leases at such properties expire within 12

months:
% of Total
Number of Annualized % of Total
Expiring Annualized Base Rent Square Feet

Year Leases Base Rent(1) Expiring Square Feet Expiring
2020 . 15 $ 1,539 3% 372 7%
2021 24 4,973 9% 567 10%
2022 26 10,382 20% 730 13%
2023 19 5,253 10% 1,032 19%
2024 33 9,273 18% 870 16%
2025 11 4,137 8% 438 8%
2026 17 8,537 16% 595 11%
2027 6 3,147 6% 165 3%
2028 1 198 0% 8 0%
2029 2 889 2% 47 1%
2030 . 6 2,263 4% 303 5%
2031 1 298 1% 20 0%
2032 1 497 1% 124 2%
2033 1 504 1% 107 2%
2034 1 747 1% 155 3%
Total ... 164 $52,637 100% 5,533 100%

(1) Annualized base rent is determined from the annualized base rent per leased square foot of the applicable

year and excludes tenant recoveries, straight-line rent and above-market and below-market lease

amortization.

Results of Operations

From July 13, 2017 (date of our initial capitalization) through December 21, 2018, we had not commenced our
principal operations and were focused on our formation and the registration of the Offering. We achieved the

minimum offering amount and broke escrow on December 21, 2018. Due to the significant amount of

acquisitions of real estate and real estate-related securities we have made during the year ended December 31,

2019, our results of operations for the years ended December 31, 2019 and 2018 are not comparable.
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The following table sets forth information regarding our consolidated results of operations ($ in thousands):

For the Year Ended For the Year Ended
December 31, 2019 December 31, 2018

Revenues
Rentalrevenue ................. $ 51,790 $ —
Hotelrevenue .................. 40,559 —
Otherrevenue .................. 1,959 —
Total revenues ............. 94,308 —
Expenses
Rental property operating ......... 18,463 —
Hotel operating ................. 23,507 —
General and administrative . ....... 4,523 1,745
Management fees ............... 5,469 —
Performance participation
allocation ................... 10,366 —
Depreciation and amortization . . . .. 38,896 —
Total expenses ............. 101,224 1,745

Other (expense) income
Earnings from unconsolidated real

estate ventures . . .............. 175 —
Income from real estate-related
SECUTTtieS .. oottt ettt 10,158 —
Interestincome ................. 1,039 52
Interest expense . ............... (25,311) —
Otherexpense .................. (123) —
Total other (expense)
income ............. (14,062) 52
Netloss ........ ... .. ... . ........ (20,978) (1,693)

Net loss attributable to non-controlling
interests in consolidated joint
VENTUIES . .o voete e 152 —

Net loss attributable to stockholders . . . $(20,826) $(1,693)

Total Revenues

During the year ended December 31, 2019, total revenues were $94.3 million.

Rental revenue primarily consists of base rent arising from tenant leases at our multifamily and office
properties. Rental revenue is recognized on a straight-line basis over the life of the lease, including any rent steps
or abatement provisions. During the year ended December 31, 2019, rental revenue was $51.8 million.

Hotel revenue consists of income from our hotel properties. Hotel revenue consists primarily of room
revenue. During the year ended December 31, 2019, hotel revenue was $40.6 million.

During the year ended December 31, 2019, other revenue was $2.0 million. During the year ended December 31,
2019, other revenue primarily consists of deferred income of $1.5 million associated with the discharge of certain
housing development loans. See Note 2 to our consolidated financial statements for further details on the
accounting treatment of deferred income.
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Rental Property Operating and Hotel Operating Expenses

Rental property operating and hotel operating expenses consist of the costs of ownership and operation of the real
estate investments. Examples of rental property operating and hotel operating expenses include insurance,
utilities, real estate taxes and repair and maintenance expenses. Rental property operating and hotel operating
expenses also include general and administrative expenses unrelated to the operations of the properties. During
the year ended December 31, 2019, rental property and hotel operating expenses were $42.0 million.

General and Administrative Expenses

General and administrative expenses are Company-level expenses that relate mainly to our compliance and
administration costs. During the year ended December 31, 2019, general and administrative expenses increased
$2.7 million compared to the year ended December 31, 2018, primarily due to miscellaneous corporate level
expenses related to the increased size of our portfolio. The increase was partially offset by $1.4 million of
organization costs incurred in conjunction with our formation during the year ended December 31, 2018. Such
costs included legal fees, accounting fees, transfer agent fees, and other costs related to our formation. We did
not incur such costs during the year ended December 31, 2019.

Management Fees

In accordance with our Advisory Agreement, we began accruing the management fee beginning on April 1, 2019
based on our monthly NAV, as the Advisor had waived the management fee for the period January 1, 2019
through March 31, 2019. During the year ended December 31, 2019, the total management fee expense was

$5.5 million.

Performance Participation Allocation

Performance participation allocation relates to allocations from the Operating Partnership to the Special Limited
Partner based on the total return of the Operating Partnership. Total return is defined as distributions paid or
accrued plus the change in NAV. The performance participation allocation is measured annually and any amount
earned by the Special Limited Partner becomes payable as of December 31 of the applicable year. The

$10.4 million in performance participation allocation for the year ended December 31, 2019 was settled in
January 2020 with the issuance of approximately 0.5 million Class I units in the Operating Partnership to the
Special Limited Partner as payment for the 2019 performance participation allocation.

Depreciation and Amortization

Depreciation and amortization expenses are impacted by the values assigned to buildings, personal property and
in-place lease assets as part of the initial purchase price allocation. During the year ended December 31, 2019,
depreciation and amortization expenses were $38.9 million, driven by depreciation and amortization on our
investments in real property.

Income from Real Estate-Related Securities

During the year ended December 31, 2019, income from real estate-related securities was $10.2 million, which
consisted of the interest income, unrealized gains, and realized gains on our investments in real estate-related
securities. The increase was primarily due to the growth of our portfolio of investments in Real Estate-Related
Securities which consisted of 75 positions as of December 31, 2019.

Interest Income

During the year ended December 31, 2019, interest income was $1.0 million, which consisted of the interest
earned on cash and cash equivalents.
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Interest Expense

During the year ended December 31, 2019, interest expense was $25.3 million, which primarily consisted of
interest expense incurred on our mortgage notes, revolving credit facility and borrowings under our repurchase
agreements. The increase was primarily due to the growth in our portfolio of real estate and real estate-related
securities and the related indebtedness on such investments.

Liquidity and Capital Resources

Our primary needs for liquidity and capital resources are to fund our investments, to make distributions to our
stockholders, repurchase shares of our common stock pursuant to our share repurchase plan, to pay operating
expenses and capital expenditures and to pay debt service on the outstanding indebtedness we incur. Our
operating expenses include, among other things, fees and expenses related to managing our properties and other
investments, the management fee we pay to the Advisor (to the extent the Advisor elects to receive the
management fee in cash), the performance participation allocation that the Operating Partnership will pay to the
Special Limited Partner (to the extent that the Special Limited Partner elects to receive the performance
participation allocation in cash) and general corporate expenses. We do not have any office or personnel
expenses as we do not have any employees.

Our cash needs for acquisitions and other investments will be funded primarily from the sale of shares of our
common stock and through the assumption or incurrence of Debt.

On October 21, 2019, we entered into a $200.0 million revolving credit facility with Citibank, N.A. (the “Citi
Line of Credit”) to bridge financing and can be drawn upon to fund the acquisition of future real estate
investments. See Note 6 to our consolidated financial statements for further details on the Citi Line of

Credit. Other potential future sources of capital include secured or unsecured financings from banks or other
lenders and proceeds from the sale of assets. If necessary, we may use financings or other sources of capital in
the event of unforeseen significant capital expenditures. We have not yet identified any sources for these types of
financings.

The following table is a summary of the mortgage notes and revolving credit facility secured by our properties as
of December 31, 2019 ($ in thousands):

Maximum
Weighted Average Weighted Average Facility Principal
Indebtedness Interest Rate(1) Maturity Date Size Balance(2)
Fixed rate loans
Fixed rate mortgages ............ 3.61% 5/5/2029 N/A  $1,004,423
Total fixed rate loans ........ M
Variable rate loans
Floating rate mortgages .......... L+ 1.80% 9/28/2024 N/A 240,599
Variable rate revolving credit
facility ......... ... .. .. ... L +2.00% 10/21/2020 $200,000 —
Total variable rate loans ... .. 240,599
Total loans secured by the Company’s
Properties . ............iiiii.... 1,245,022
Deferred financing costs, net .. ........ (7,136)
Discount on assumed debt, net ........ 216
Mortgage notes and revolving credit
facility,net ..................... $1,238,102

(1) The term “L” refers to the one-month LIBOR. As of December 31, 2019, one-month LIBOR was equal to 1.76%.
(2) The majority of the Company’s mortgages contain yield or spread maintenance provisions.
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Cash Flows

The following table provides a breakdown of the net change in our cash and cash equivalents and restricted cash
($ in thousands):

For the Year Ended For the Year Ended
December 31, 2019 December 31, 2018

Cash flows provided by operating

ACtIVItIES ... oot $ 51,105 $ 45
Cash flows used in investing activities . . . (1,890,434) —
Cash flows provided by financing

activities ........... ... ... ..., 1,863,369 164,676
Net increase in cash and cash equivalents

and restrictedcash ................ $ 24,040 $164,721

Cash flows provided by operating activities increased $51.1 million during the year ended December 31, 2019
due to increased cash flows from the operations of investments in real estate and income on our investments in
real estate-related securities. As of December 31, 2018, we had not commenced our principal operations and had
not acquired any investments.

Cash flows used in investing activities increased $1.9 billion during year ended December 31, 2019 primarily due
to the acquisitions of $1.6 billion of real estate investments and $276.2 million of net purchases of real estate-
related securities.

Cash flows provided by financing activities increased $1.7 billion during the year ended December 31, 2019
primarily due to a net increase of $923.2 million in borrowings, $81.0 million of net borrowings under
repurchase agreements, and of $761.7 million in proceeds from the issuance of our common stock.

Critical Accounting Policies

The preparation of the financial statements in accordance with GAAP involve significant judgments and
assumptions and require estimates about matters that are inherently uncertain. These judgments will affect our
reported amounts of assets and liabilities and our disclosure of contingent assets and liabilities at the dates of the
financial statements and the reported amounts of revenue and expenses during the reporting periods. With
different estimates or assumptions, materially different amounts could be reported in our financial statements.
We consider our accounting policies over investments in real estate and lease intangibles, investments in
securities, and revenue recognition to be our critical accounting policies. Refer to Note 2 — “Summary of
Significant Accounting Policies” to our consolidated financial statements for further descriptions of such
accounting policies.

Recent Accounting Pronouncements

See Note 2 — “Summary of Significant Accounting Policies” to our consolidated financial statements for a
discussion concerning recent accounting pronouncements.

Off-Balance Sheet Arrangements

We currently have no off-balance sheet arrangements that are reasonably likely to have a material current or
future effect on our financial condition, revenues or results of operations, liquidity, capital expenditures or capital
resources.
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Contractual Obligations

The following table aggregates our contractual obligations and commitments with payments due subsequent to
December 31, 2019 ($ in thousands).

Less then More than
Obligations Total 1 year 1-3 years 3-5 years 5 years
Indebtedness(1) ............. ... ... ... ... ... $1,618,839 $47,648 $139,544 $300,040 $1,131,607
Organizational and offering costs .............. 7,290 1,458 2916 2916 —
Advanced operating eXpenses . ................ 145 29 58 58 —
Total ... . $1,626,274 $49,135 $142,518 $303,014 $1,131,607

(1) The allocation of our indebtedness includes both principal and interest payments based on the current
maturity date and interest rates in effect at December 31, 2019.

Other Developments

In December 2019, a novel strain of coronavirus emerged in Wuhan, Hubei Province, China. While initially the
outbreak was largely concentrated in China and caused significant disruptions to its economy, it has now spread
to several other countries and infections have been reported globally. The World Health Organization has
declared the coronavirus outbreak a pandemic, and the Health and Human Services Secretary has declared a
public health emergency in the United States in response to the outbreak. Due to the fact our property portfolio is
comprised entirely of real property located in the United States, the coronavirus will impact our operating results
to the extent that its continued spread reduces occupancy, negatively impacts the ability to obtain necessary
goods and services or provide adequate staffing, increases the cost of operation or results in limited hours or
necessitates the closure of our properties. The extent to which the coronavirus impacts our operations will depend
on future developments, which are highly uncertain and cannot be predicted with confidence, including the
duration of the outbreak, new information that may emerge concerning the severity of the coronavirus and the
actions taken to contain the coronavirus or treat its impact, among others.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Indebtedness

We are exposed to interest rate risk with respect to our variable-rate indebtedness, whereas an increase in interest
rates would directly result in higher interest expense costs. We seek to manage our exposure to interest rate risk
by utilizing a mix of fixed and floating rate financings with staggered maturities and through interest rate
protection agreements to fix or cap a portion of our variable rate debt. As of December 31, 2019, the outstanding
principal balance of our variable rate indebtedness was $321.6 million and consisted of mortgage loans and
repurchase agreements.

Certain of our mortgage loans and repurchase agreements are variable rate and indexed to the one-month U.S.
dollar denominated LIBOR. For the year ended December 31, 2019, a 10% increase in the one-month U.S. dollar
denominated LIBOR would have resulted in an increase in interest expense of $0.6 million.

Investments in Real Estate-Related Securities

As of December 31, 2019, we held $277.7 million of real estate-related securities. Our investments in real estate-
related securities are primarily floating rate and indexed to one-month or three-month U.S. dollar denominated
LIBOR and as such, are exposed to interest rate risk. Our net income will increase or decrease depending on
interest rate movements. While we cannot predict factors that may or may not affect interest rates, for the year
ended December 31, 2019, a 10% increase or decrease in the one-month U.S. dollar denominated LIBOR rate
would have resulted in an increase or decrease to income from real estate-related securities of $0.2 million.
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We may also be exposed to market risk with respect to our investments in real-estate related securities due to
changes in the fair value of our investments. We seek to manage our exposure to market risk with respect to our
investments in real estate-related securities by making investments in securities backed by different types of
collateral and varying credit ratings. The fair value of our investments may fluctuate, thus the amount we will
realize upon any sale of our investments is unknown. As of December 31, 2019, the fair value at which we may
sell our investments in real estate-related securities is not known, but a 10% change in the fair value of our
investments in real estate-related securities may result in an unrealized gain or loss of $27.8 million.

Libor Transition Risk

In July 2017, the United Kingdom’s Financial Conduct Authority (the authority that regulates LIBOR)
announced it intends to stop compelling banks to submit rates for the calculation of LIBOR after 2021. There is
currently no certainty regarding the future utilization of LIBOR or of any particular replacement rate (although
the secured overnight financing rate has been proposed as an alternative to U.S.-dollar LIBOR). As indicated in
the Interest Rate Risk section above, a substantial portion of our loans, investment securities, borrowings and
interest rate derivatives are indexed to LIBOR or similar reference rates. Market participants anticipate that
financial instruments tied to LIBOR will require transition to an alternative reference rate if LIBOR is no longer
available. Our LIBOR-based loan agreements and borrowing arrangements generally specify alternative
reference rates such as the prime rate and federal funds rate, respectively. The potential effect of the
discontinuation of LIBOR on our interest

income and expense cannot yet be determined and any changes to benchmark interest rates could increase our
financing costs and/or result in mismatches between the interest rates of our investments and the corresponding
financings.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

For the financial statements required by this item and the reports of the independent accountants thereon required
by Item 14(a)(2). See the accompanying Consolidated Financial Statements beginning on page F-1. The
supplementary financial data required by Item 302 of Regulation S-K appears in Note 14 to the consolidated
financial statements.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures (as that term is defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act) that are designed to ensure that information required to be disclosed in the
Company’s reports under the Exchange Act is recorded, processed, and summarized and reported within the time
periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to
the Company’s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosures. Any controls and procedures, no matter how well designed
and operated, can provide only reasonable assurance of achieving the desired control objectives. An evaluation of
the effectiveness of the design and operation of our disclosure controls and procedures as of the end of the period
covered by this Annual Report on Form 10-K was made under the supervision and with the participation of our
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management, including our Chief Executive Officer and Chief Financial Officer. Based upon this evaluation, our
Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures
(a) are effective to ensure that information required to be disclosed by us in reports filed or submitted under the
Exchange Act is timely recorded, processed, summarized and reported and (b) include, without limitation,
controls and procedures designed to ensure that information required to be disclosed by us in reports filed or
submitted under the Exchange Act is accumulated and communicated to our management, including our Chief
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.

Changes in Internal Controls over Financial Reporting

There have been no changes in our “internal control over financial reporting” (as defined in Rule 13a-15(f) of the
Exchange Act) that occurred during our most recent quarter that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting

Management of Starwood Real Estate Income Trust, Inc., is responsible for establishing and maintaining
adequate internal control over financial reporting. Starwood Real Estate Income Trust’s internal control over
financial reporting is a process designed under the supervision of its Chief Executive Officer and Chief Financial
Officer to provide reasonable assurance regarding the reliability of financial reporting and the preparation of its
consolidated financial statements for external reporting purposes in accordance with accounting principles
generally accepted in the United States of America (“GAAP”).

Starwood Real Estate Income Trust’s internal control over financial reporting includes policies and procedures
that pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and
dispositions of assets of the Company; provide reasonable assurances that transactions are recorded as necessary
to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures are being made only in accordance with authorizations of the Company’s
management and directors; and provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of assets that could have a material effect on its consolidated
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. In addition, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions or that the degree of compliance with the
policies or procedures may deteriorate.

Management conducted an assessment of the effectiveness of Starwood Real Estate Income Trust’s internal
control over financial reporting as of December 31, 2019, based on the framework established in Internal Control
— Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway

Commission in 2013. Based on this assessment, management has determined that Starwood Real Estate Income
Trust’s internal control over financial reporting as of December 31, 2019, was effective.

ITEM 9B. OTHER INFORMATION

None.
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PART III.
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Our directors and executive officers are set forth below.

Name Age Position

Barry S. Sternlicht ............. 59 Chairman of the Board

John P. McCarthy, Jr. ........... 58 Chief Executive Officer, President and Director
Christopher D. Graham .. ........ 45 Chief Investment Officer and Director
Dave Guiteau ................. 45 Chief Financial Officer and Treasurer
Matthew S. Guttin. ............. 41 Chief Compliance Officer and Secretary
SeanHarris ................... 35 Senior Vice President of Acquisitions
Mark Deason . ................. 41 Director

Richard D. Bronson ............ 75 Independent Director

DavidB.Henry ................ 70 Independent Director

Robin Josephs ................. 59 Independent Director

Dale Anne Reiss ............... 72 Independent Director

James E. Walker ............... 57 Independent Director

Barry S. Sternlicht has served as the Chairman of our board of directors since our formation in June 2017. He
has been the Chairman of the Board and Chief Executive Officer of Starwood Capital Group, a privately-held
global investment firm with over $60 billion in assets under management, since its formation in 1991. He also
serves as the Chairman of the board of directors and the Chief Executive Officer of Starwood Property Trust, Inc.
(NYSE: STWD) (“Starwood Property Trust”) and the Chairman and Chief Executive Officer of Starwood Capital
Group Management, LLC, a registered investment advisor and an affiliate of the Advisor. Over the past 28 years,
Mr. Sternlicht has structured investment transactions with an aggregate asset value in excess of $100 billion.
From 1995 to 2005, he was the Chairman and Chief Executive Officer of Starwood Hotels & Resorts Worldwide,
Inc., an NYSE-listed hotel and leisure company that he founded. Mr. Sternlicht is the former Chairman of the
Board of TRI Pointe Group (NYSE: TPH) and the former Chairman of the Board of Baccarat S.A., a crystal
maker headquartered in Baccarat, France. In 2008, Mr. Sternlicht founded and became the Chairman and Chief
Executive Officer of SH Group, a hotel management company that owns and manages the Baccarat Hotels &
Resorts and 1 Hotels brands. Mr. Sternlicht is also on the Board of Directors of Invitation Homes (NYSE: INVH)
(“Invitation Homes”) and The Estée Lauder Companies (NYSE: EL), as well as the Real Estate Roundtable, A.S.
Roma, the professional Italian football club based in Rome, and LOG Commercial Properties, a diversified real
estate company in Brazil. He previously served on the Board of Directors of Restoration Hardware (NYSE: RH)
and as the co-Chairman of the Board of Directors of Starwood Waypoint Homes, a predecessor company of
Invitation Homes. Additionally, he serves on the boards of the Robin Hood Foundation (of which he is the
former Chairman), the Dreamland Film & Performing Arts Center and the Executive Advisory Board of
Americans for the Arts, and is on the Advisory Board of Amaala, a luxury development planned along Saudi
Arabia’s northwest coast. He is a member of the U.S. Olympic and Paralympic Foundation Trustee Council, the
World Presidents Organization and the Urban Land Institute. Mr. Sternlicht received a Bachelor of Arts degree,
magna cum laude, with honors from Brown University. He later earned a Master of Business Administration
degree with distinction from Harvard Business School.

Mr. Sternlicht provides our board of directors with a wealth of investment management experience along with
extensive experience in real estate finance and development, and our board of directors believes Mr. Sternlicht
provides a valuable perspective as its Chairman.

John P. McCarthy, Jr. has served as our Chief Executive Officer and President since our formation in June 2017
and as a member of our board of directors and the Advisor’s Investment Committee since November 2017.

Mr. McCarthy has also served as Managing Director of Starwood Capital since July 2015, where he was
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responsible for managing and expanding relationships with Starwood Capital’s investors around the world.

Mr. McCarthy previously served as Global Head of Asset Management for Starwood Capital from March 2009 to
May 2012, during which time he also served on Starwood Capital’s Investment Committee. Prior to rejoining
Starwood Capital, Mr. McCarthy served as Deputy Head of Europe for the Abu Dhabi Investment Authority
(“ADIA”) from June 2012 to May 2015. During this time, Mr. McCarthy served on ADIA’s Executive and
Global Strategy committees. Prior to this, Mr. McCarthy served as Global Co-Head of Asset Management for
Lehman Brothers Real Estate Private Equity from June 2005 to February 2009 and was a Partner at O’Connor
Capital Partners (“O’Connor”) and the Co-Head of the Europe Business. Prior to joining O’Connor,

Mr. McCarthy worked for GE Capital where he held a variety of positions, including managing the firm’s real
estate investing activities across Central Europe. Mr. McCarthy has previously served on several boards
throughout his career, including ERE, a Paris, France based developer of European Shopping Malls, Deutsche
Annington, a listed German based residential rental platform encompassing more than 180,000 units and
McCarthy & Stone, formerly the UK’s largest developer of homes for seniors. Mr. McCarthy received a B.S. in
Finance from the University of Connecticut, and an M.B.A. from Fordham University.

Mr. McCarthy provides our board with extensive investment management experience, particularly related to
international markets and operating platforms.

Christopher D. Graham has served as our Chief Investment Officer since our formation in June 2017, as a
member of our board of directors since January 2018 and as a member of the Advisor’s Investment Committee
since November 2017. Mr. Graham has served as Senior Managing Director and Head of Real Estate
Acquisitions for the Americas at Starwood Capital since January 2013, supervising its investments in North,
South and Central America. Mr. Graham is responsible for originating, structuring, underwriting and closing
investments in all property types and is a member of the investment committee of Starwood Capital. Prior to
joining Starwood Capital in 2002, Mr. Graham served as Director of the Financial Consulting Group for the
Eastern Region of CB Richard Ellis (“CBRE”) in Washington, D.C. from May 1999 to September 2000, as
Associate Director, Eastern Region of Investment Properties Group of CBRE from March 1998 to May 1999 and
as an analyst and a consultant in the Financial Consulting Group of CBRE from July 1996 to March 1998.

Mr. Graham received a B.B.A. in finance from James Madison University and an M.B.A. from Harvard Business
School.

Mr. Graham provides our Board of Directors with extensive investment experience.

Dave Guiteau has served as our Chief Financial Officer and Treasurer and as a member of the Advisor’s
Investment Committee since April 2019. Prior to joining Starwood Capital, Mr. Guiteau held various financial
roles with AIG Global Real Estate, including Chief Financial Officer from July 2012 to March 2019 and as a
Managing Director overseeing the financial accounting and reporting for AIG Global Real Estate’s portfolio of
private equity real estate funds from September 2002 to June 2010. From July 2010 to July 2012, Mr. Guiteau
served as the Chief Financial Officer of Hunter Roberts Construction Group, a New York-based general
contractor. Mr. Guiteau began his career at Arthur Andersen, LLP where he was an audit manager in the firm’s
real estate and hospitality services group in its New York office, focusing on public and private real estate
clients. Mr. Guiteau received a B.B.A. degree in public accounting from Hofstra University. He is also a certified
public accountant.

Matthew S. Guttin has served as our Secretary since October 2017 and as our Chief Compliance Officer since
our formation in June 2017. Mr. Guttin has also served as Chief Compliance Officer for Starwood Capital since
August 2010. As the Chief Compliance Officer, Mr. Guttin is responsible for overseeing the firm’s regulatory
and compliance program. Before joining Starwood Capital, Mr. Guttin practiced corporate finance and real estate
law at Cahill Gordon & Reindel, LLP, Fried, Frank, Harris Shriver & Jacobson, LLP and DiSanto

LLP. Mr. Guttin is an employee of Rinaldi, Finkelstein & Franklin, L.L.C., Starwood Capital’s lead outside
counsel. Mr. Guttin received a B.S. in Political Science from the University of Rochester and a J.D. from
Georgetown University Law Center. He is licensed to practice law in New York and Connecticut, and holds the
Series 7 and Series 24 licenses.
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Sean Harris has served as our Senior Vice President of Acquisitions since October 2017. Mr. Harris also served
as an Acquisitions Associate and Assistant to Mr. Sternlicht, the Chairman and CEO of Starwood Capital, from
August 2016 to September 2017. Prior to joining Starwood Capital in 2016, Mr. Harris served as a Director of
Acquisitions and Investment Management at Monday Properties, LLC since December 2012, where he co-led
acquisitions, investment management, and capital markets. Before joining Monday Properties, LLC as an
Associate in July 2010, Mr. Harris was employed by Ernst & Young LLC in the Transaction Real Estate group.
Mr. Harris received B.S. degrees in finance and accounting from East Carolina University and a MAcc from the
Max M. Fisher College of Business at The Ohio State University.

Mark Deason has served as our Head of Asset & Portfolio Management since April 2019 and as a member of
our board of directors and the Advisor’s Investment Committee since November 2017. Mr. Deason has served as
Managing Director and Head of U.S. Asset Management at Starwood Capital since September 2016. In this role,
Mr. Deason is responsible for overseeing the asset management of all non-hotel assets, as well as Starwood
Capital’s development function in the United States. While at Starwood Capital, Mr. Deason has participated in
investments throughout the capital structure, including commercial, hospitality and residential acquisitions and
developments. Prior to becoming a Managing Director, Mr. Deason served as a Senior Vice President at
Starwood Capital since January 2011. Prior to joining Starwood Capital in 2003, Mr. Deason worked for Merrill
Lynch & Co., Inc. in the firm’s real estate investment banking group, assisting west coast real estate, hospitality
and gaming companies with a range of capital origination and mergers and acquisitions activities. He is a policy
board member at the Fisher Center for Real Estate and Urban Economics and a member of the Milken Institute
and the Urban Land Institute. Mr. Deason received a B.A. degree in business economics with a minor in
accounting from the University of California, Los Angeles.

Mr. Deason’s experience in asset management and acquisitions, particularly in the commercial sector, brings
significant value to our board of directors in evaluating our portfolio and investment strategy.

Richard D. Bronson has served as a member of our board of directors since November 2017. Mr. Bronson has
served as the Chairman of The Bronson Companies, LLC, a real estate development, investment and advisory
company based in Beverly Hills, California since 2000. Mr. Bronson has been involved in the development of
commercial properties throughout the United States for more than thirty years. Mr. Bronson has served as a
director of Starwood Property Trust (NYSE: STWD) since 2009 and as a director of Invitation Homes (NYSE:
INVH). Mr. Bronson previously served as a director of Mirage Resorts, Inc. and as a director of Tri Pointe
Homes, Inc. (NYSE: TPH). Mr. Bronson served as President of New City Development, an affiliate of Mirage
Resorts, Inc., where he oversaw many of the company’s new business initiatives and activities outside Nevada.
Mr. Bronson has also served as a Trustee and Vice President of the International Council of Shopping Centers, an
association representing 70,000 industry professionals in more than 100 countries. Mr. Bronson is a past Trustee
of The Forman School and is a past Chairman of the Board of the Archer School for Girls. Mr. Bronson serves on
the Advisory Board for the Neurosurgery Division at UCLA Medical Center.

Mr. Bronson’s experience and knowledge in the real estate industry provides our board of directors with valuable
insight into potential investments and the current state of the real estate markets.

David B. Henry has served as a member of our board of directors since January 2018. Mr. Henry served as Chief
Executive Officer and Vice Chairman of Kimco Realty Corporation (NYSE: KIM) (“Kimco”), a publicly traded
REIT, from December 2009 to January 2016, and in other capacities at Kimco since April 2001. Before joining
Kimco in April 2001, Mr. Henry served in various capacities at GE Capital Real Estate (“GE Capital”) since
1978, including as GE Capital’s Senior Vice President and Chief Investment Officer from 1998 to

2001. Mr. Henry also served as Chairman of GE Capital’s Investment Committee and as a member of its Credit
Committee. Before joining GE Capital, Mr. Henry served as Vice President for Republic Mortgage Investors
from 1973 to 1978. Mr. Henry serves on the Board of Directors of HCP, Inc. (NYSE: HCP), a publicly traded
healthcare REIT; VEREIT, Inc. (NYSE: VER), a publicly traded net lease REIT; Tanger Outlet Centers (NYSE:
SKT), a publicly traded shopping center REIT; Columbia Property Trust (NYSE: CXP), a publicly traded
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Class-A office REIT; and Fairfield County Bank, a private Connecticut mutual savings bank. Mr. Henry is a past
trustee and served as 2011-2012 Chairman of the International Council of Shopping Centers, and was a former
Vice Chairman of the Board of Governors of the National Association of Real Estate Investment Trusts.

Mr. Henry serves on the advisory board of Alto Funds, an Israeli opportunity fund that invests in shopping
centers, and The Retail Innovation Club, an Israeli non-profit organization that tracks Israeli technology start-up
companies. Mr. Henry also serves on the real estate advisory boards of New York University, Baruch College
and Bucknell University and is a past member of the Columbia University Real Estate Forum. Mr. Henry
received a B.S. in Business Administration from Bucknell University and an M.B.A. from the University of
Miami in Miami, Florida.

Mr. Henry’s extensive involvement with REITs which target a broad spectrum of assets helps provide our board
of directors with an understanding of the market in which it competes for capital and investments

Robin Josephs has served as a member of our board of directors since November 2017. Ms. Josephs has served
on the board of directors of iStar Inc. (NYSE: STAR) (“iStar”), a real estate investment and development firm,
since March 1998 and served as lead director since May 2007, with duties that include presiding at all executive
sessions of the independent directors and serving as principal liaison between the chairman and the independent
directors. Ms. Josephs is also chair of iStar’s nominating and corporate governance committee and a member of
iStar’s compensation committee. Ms. Josephs also serves on the board of directors of Safehold, Inc. (NYSE:
SAFE) which had its IPO in June 2017 and invests in ground leases. She currently serves as a director, chair of
the compensation committee and a member of the audit committee of MFA Financial, Inc. (NYSE: MFA), which
is primarily engaged in investing in residential mortgage-backed securities, and as a director and member of the
audit committee and compensation committee of QuinStreet, Inc. (NASDAQ: QNST), a vertical marketing and
online media company. Ms. Josephs previously served as a director and member of the audit and compensation
committees of Plum Creek Timber Company, Inc. (NYSE: PCL) from 2003 until its sale to Weyerhaeuser
Company in 2016. From 2005 to 2007, Ms. Josephs served as a managing director of Starwood Capital.
Previously, Ms. Josephs was a senior executive with Goldman Sachs & Co. in various capacities. Ms. Josephs is
a trustee of the University of Chicago Cancer Research Foundation. Ms. Josephs received a B.S. degree in
economics from the Wharton School of the University of Pennsylvania and an M.B.A. from Columbia
University.

Ms. Josephs’ previous employment as an investment banking professional and her extensive experience as a
director of public companies brings valuable knowledge of finance, capital markets and corporate governance to
our board of directors.

Dale Anne Reiss has served as a member of our board of directors since November 2017. Ms. Reiss served as the
Global and the Americas Director of Real Estate Hospitality and Construction at Ernst & Young LLC from 1995
until her retirement in 2008. Following her retirement, Ms. Reiss continued to consult to the firm until 2011.

Ms. Reiss has served as Managing Director of Artemis Advisors LLC, a real estate restructuring and consulting
firm, since June 2008. Ms. Reiss has also served as Senior Managing Director of Brock Capital Group LLC, a
boutique investment bank, since December 2009 and as chairman of its affiliate, Brock Real Estate LLC, which
specializes in raising capital and mezzanine financing. Ms. Reiss has served as a member of the audit committee
and a member of the nominating and corporate governance committee for Colony Capital, Inc. (NYSE: CLNY)
and as a director and chair of the audit committee of Tutor Perini Corporation (NYSE: TPC). Ms. Reiss served as
a director, chair of the audit committee and member of the nominating and governance committee of iStar Inc.
(NYSE: STAR), as a director of CYS Investments, Inc. (NYSE: CYS) until its merger with Two Harbors
Investment Corp. (NYSE: TWO) in 2018, and as a director and chair of the compensation committee of Care
Capital Properties, Inc. (NYSE: CCP) until its merger with Sabra Health Care REIT, Inc. (NASDAQ: SBRA) in
2017. She is governor of the Urban Land Institute Foundation where she has also served as a past board member.
Ms. Reiss received a B.S. degree in economics and accounting from the Illinois Institute of Technology and an
M.B.A. in finance and statistics from the University of Chicago. Ms. Reiss is a certified public accountant.
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Ms. Reiss’s more than 40 years’ experience in advising public and private real estate and hospitality companies,
corporations and financial institutions in all aspects of development, investment and finance, provides our board
with valuable knowledge of historic and current opportunities in the real estate market. Ms. Reiss is a financial
expert.

James E. Walker has served as a member of our board of directors since November 2017 and serves as our lead
independent director. From April 2008 until December 2016, Mr. Walker served as a Managing Partner of Fir
Tree Partners (“Fir Tree”), a global alternative investment firm with over $10 billion of assets. Mr. Walker
co-founded Fir Tree’s real estate opportunity funds and co-led the development of Fir Tree’s real estate effort. At
Fir Tree, Mr. Walker was jointly responsible for overall firm management, identified new areas of investment
opportunity and led numerous activist opportunities. He was also a member of the Fir Tree’s real estate
investment committee and Chairman of its risk committee. Prior to joining Fir Tree in 2008, Mr. Walker was a
co-founder and Managing Partner of Black Diamond Capital Management, LLC (“Black Diamond”), a privately
held investment management firm specializing in both performing and non-performing debt. Prior to joining
Black Diamond, he was a senior member of Kidder, Peabody & Co.’s structured finance group where he
managed a proprietary investment vehicle. Mr. Walker began his career in structured finance at Bear Stearns &
Co. in the asset-backed securities group. He holds a B.S. in economics from Boston College’s Carroll School of
Management.

Mr. Walker’s extensive experience in real estate-related investing and the management of alternative investment
vehicles provides our board of directors with valuable insight into potential investments and capital markets
transactions.

Although most of the services provided to us by the individuals who are executive officers are in their respective
roles as executive officers of the Advisor, they have certain duties as executive officers of our company arising
from Maryland law, our charter and our bylaws. These duties include executing contracts and other instruments
in our name and on our behalf and such other duties as may be prescribed by our board of directors from time to
time.

Our executive officers will act as our agents, execute contracts and other instruments in our name and on our
behalf, and in general perform all duties incident to their offices and such other duties as may be prescribed by
our board of directors from time to time. Our officers will devote such portion of their time to our affairs as is
required for the performance of their duties, but they are not required to devote all of their time to us.

Delinquent Section 16(a) Reports

Mr. Sternlicht filed one Form 4 late, reporting a single transaction.

Code of Ethics

We have adopted a Code of Ethics that applies to all of our directors, officers and employees (if any), and to all
of the officers and employees of the Advisor, including our principal executive officer, principal financial officer,
principal accounting officer or controller, or persons performing similar functions. Our Code of Ethics, as it
relates to those also covered by Starwood Capital’s code of conduct, operates in conjunction with, and in addition
to, Starwood Capital’s code of conduct. Our Code of Ethics is designed to comply with SEC regulations relating
to codes of conduct and ethics. Our Code of Ethics is available on our website, www.starwoodnav.reit. If, in the
future, we amend, modify or waive a provision of our Code of Ethics, we may, rather than filing a Current Report
on Form 8-K, satisfy the disclosure requirement by posting such information on our website, as necessary.

Audit Committee Financial Expert

The Audit Committee is currently comprised of Dale Anne Reiss, David B. Henry and James E. Walker, with
Ms. Reiss serving as the committee’s chairperson. All Audit Committee members are “independent,” consistent
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with the qualifications set forth in the listing standards of the NYSE, our Charter and Rule 10A-3 under the
Exchange Act, applicable to boards of directors in general and audit committees in particular. Ms. Reiss is
qualified as an audit committee financial expert within the meaning of Item 407(d)(5) of Regulation S-K under
the Exchange Act.

ITEM 11. EXECUTIVE COMPENSATION

We are externally managed and currently have no employees. Our executive officers serve as officers of the
Adpvisor and are employees of the Advisor or one or more of its affiliates. The Advisory Agreement provides that
the Advisor is responsible for managing our investment activities, as such our executive officers do not receive
any cash compensation from us or any of our subsidiaries for serving as our executive officers but, instead,
receive compensation from the Advisor. In addition, we do not reimburse the Advisor for compensation it pays to
our executive officers. The Advisory Agreement does not require our executive officers to dedicate a specific
amount of time to fulfilling the Advisor’s obligations to us under the Advisory Agreement. Accordingly, the
Adpvisor has informed us that it cannot identify the portion of the compensation it awards to our executive
officers that relates solely to such executives’ services to us, as the Advisor does not compensate its employees
specifically for such services. Furthermore, we do not have employment agreements with our executive officers,
we do not provide pension or retirement benefits, perquisites or other personal benefits to our executive officers,
our executive officers have not received any nonqualified deferred compensation and we do not have
arrangements to make payments to our executive officers upon their termination or in the event of a change in
control of us.

Although we do not pay our executive officers any cash compensation, we pay the Advisor the fees described in
Part I11, Item 13 “— The Advisory Agreement.”

Compensation Committee Interlocks and Insider Participation

We currently do not have a compensation committee of our board of directors because we do not plan to pay any
compensation to our officers. There are no interlocks or insider participation as to compensation decisions
required to be disclosed pursuant to SEC regulations.

Independent Director Compensation

Effective January 1, 2020 our independent directors will receive an annual retainer of $85,000, plus an additional
retainer of $15,000 to the chairperson of our audit committee. We pay in quarterly installments 57% of this
compensation in cash and the remaining 43% in an annual grant of Class I restricted stock based on the most
recent prior month’s NAV. The restricted stock granted shall vest and become non-forfeitable on the one-year
anniversary of the grant date, provided, in each case, that the independent director is providing services to us as a
director on each such vesting date.

We do not pay our directors additional fees for attending board meetings, but reimburse each of our directors for
reasonable out-of-pocket expenses incurred in attending board and committee meetings (including, but not
limited to, airfare, hotel and meals). Our directors who are affiliated with Starwood Capital, including the
Advisor, will not receive additional compensation for serving on the board of directors or committees thereof.
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The following table sets forth the compensation to our directors for the fiscal year ended December 31, 2019:

Fees Earned or Stock
Name Paid in Cash Awards (1) Total
Barry S. Sternlicht ............ ... ... ... ... ... ..., $ — $ — $ —
John P. McCarthy, Jr. . ... . i — — —
Christopher D. Graham . .......... ... ... ... ........ — — —
Mark Deason ..............c. i — — —
Richard D. Bronson . .............. ... 48,757 16,243 65,000
DavidB.Henry .......... .. ... .. . . i 48,757 16,243 65,000
RobinJosephs .. ... ..o 48,757 16,243 65,000
Dale Anne Reiss . ... oo 56,242 18,758 75,000
James E. Walker .. ... ... .. 48,757 16,243 65,000

(1) Includes the total value in restricted stock granted to each of the Company’s independent directors during
2019. The grants of Class I restricted shares were made in August 2019 and vest in August 2020. The grants
were valued based on a NAV per share of $20.96, the then-current NAV per share of our Class I shares.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Equity Compensation Plan Information

The following table summarizes information, as of December 31, 2019, relating to our equity compensation plans
pursuant to which shares of our common stock or other equity securities may be granted from time to time:

(c)

Number of securities

a (b) remaining available for
Number of securities Weighted future issuance
to be issued upon average exercise under equity
exercise of price of outstanding compensation plans
outstanding options, options, warrants, (excluding securities
Plan category warranties, and rights and rights reflected in column (a))
Equity compensation plans — $— 189,696
approved by security holders . . ..
Equity compensation plans not N/A
approved by security holders . . . . N/A N/A
Total ......... ... ... ... ... — $— 189,696

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth, as of March 20, 2020, information regarding the number and percentage of shares
owned by each director, our chief executive officer, each executive officer, all directors and executive officers as
a group, and any person known to us to be the beneficial owner of more than 5% of outstanding shares of our
common stock. Beneficial ownership is determined in accordance with the rules of the SEC and includes
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securities that a person has the right to acquire within 60 days. The address for each of the persons named below
is in care of our principal executive offices at 1601 Washington Avenue, Suite 800, Miami Beach, Florida 33139.

ey
)

3

Number of Shares

Beneficially Percent of All
Name of Beneficial Owner Owned(1) Shares
Directors and Executive Officers
Barry S. Sternlicht(2) . ... ... .. 443,833
John P. McCarthy, Jr. ... .. .. .. 26,171
Christopher D. Graham . .......... ... ... .. .. ... .. .. ... ..., 7,766
Dave Guiteau . ........ ... — —
Matthew S. Guttin . .......... ... ... . .. — —
Sean Harris . ..o 3,882 *
Mark Deason . ... e 5,804 *
Richard D. Bronson(3) ............. ... ... 2,027 *
David B.Henry(3) ... ..o 1,883 *
Robin Josephs(3) . ... 2,027 *
Dale Anne Reiss(3) . ... ..o 2,340 *
James E. Walker(3) . ... ... . 2,027 *
All directors and executive officersasa group .................. 497,760 *

Represents less than 1%.

All shares listed in the table above are Class I shares.

As of March 20, 2020 Starwood Real Estate Income Holdings, L.P. owned 252,224 Class I shares, which
are deemed to be beneficially owned by Mr. Sternlicht. As of March 20, 2020, Starwood REIT Advisors,
L.L.C. owned 53,764 class I shares, which are deemed to be beneficially owned by Mr. Sternlicht.

Each of our Independent directors received a grant of restricted Class I shares, as part of their annual
compensation, on August 1, 2019, which will vest on August 1, 2020. See “Independent Director
Compensation.”

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR

INDEPENDENCE

Director Independence

Our Charter and Corporate Governance Guidelines require a majority of the members of our Board of Directors
to be “independent” directors in accordance with the criteria in our Charter. Our audit committee charter also
requires that all members of the audit committee be independent. Based upon its review, our board of directors
has affirmatively determined that each of Richard D. Bronson, David B. Henry, Robin Josephs, Dale Anne Reiss
and James E. Walker are “independent” members of our board of directors under all applicable standards for
independence, including with respect to committee service on our audit committee by Ms. Reiss, Mr. Henry and
Mr. Walker.

Under our Charter, a majority of our directors must be independent directors, except for a period of up to 60 days
after the death, removal or resignation of an independent director pending the election of a successor independent
director. Consistent with the NASAA REIT Guidelines, our Charter defines an independent director as a director
who is not and has not for the last two years been associated, directly or indirectly, with Starwood Capital. A
director is deemed to be associated with Starwood Capital if he or she owns any interest (other than an interest in
us or an immaterial interest in an affiliate of us) in, is employed by, is an officer or director of, or has any
material business or professional relationship with Starwood Capital, the Advisor or any of their affiliates,
performs services (other than as a director) for us, or serves as a director or trustee for more than three REITs
sponsored by Starwood Capital or advised by the Advisor. A business or professional relationship will be deemed
material per se if the gross revenue derived by the director from Starwood Capital exceeds 5% of (1) the
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director’s annual gross revenue derived from all sources during either of the last two years or (2) the director’s
net worth on a fair market value basis. An indirect relationship is defined to include circumstances in which the
director’s spouse, parents, children, siblings, mothers- or fathers-in-law, sons- or daughters-in-law or brothers- or
sisters-in-law is or has been associated with Starwood Capital. Our charter requires that a director have at least
three years of relevant experience and demonstrate the knowledge required to successfully acquire and manage
the type of assets that we intend to acquire to serve as a director. Our charter also requires that at all times at least
one of our independent directors must have at least three years of relevant real estate experience.

Certain Transactions with Related Persons

The following describes all transactions during the fiscal year ended December 31, 2019 and currently proposed
transactions involving us, our directors, our Advisor, Starwood Capital and any affiliate thereof.

Our Relationship with Our Advisor and Starwood Capital

We are externally managed by our Advisor, Starwood REIT Advisors, L.L.C., a Delaware limited liability
company, which is responsible for sourcing, evaluating and monitoring our investment opportunities and making
decisions related to the acquisition, management, financing and disposition of our assets, in accordance with our
investment objectives, guidelines, policies and limitations, subject to oversight by our board of directors. The
Adpvisor is an affiliate of Starwood Capital. All of our officers and directors, other than the independent directors,
are employees of our Advisor. We have and will continue to have certain relationships with the Advisor and its
affiliates.

Adpvisory Agreement

Our board of directors has delegated to the Advisor the authority to source, evaluate and monitor our investment
opportunities and make decisions related to the acquisition, management, financing and disposition of our assets,
in accordance with our investment objectives, guidelines, policies and limitations, subject to oversight by our
board of directors.

Pursuant to the Advisory Agreement and subject to the supervision of our board of directors, the Advisor is
responsible for, among other things:

* serving as an advisor to us and the Operating Partnership with respect to the establishment and periodic
review of our investment guidelines and the Operating Partnership’s investments, financing activities
and operations;

* sourcing, evaluating and monitoring our and the Operating Partnership’s investment opportunities and
executing the acquisition, management, financing and disposition of our and the Operating
Partnership’s assets, in accordance with our investment guidelines, policies and objectives and
limitations, subject to oversight by our board of directors;

e with respect to prospective acquisitions, purchases, sales, exchanges or other dispositions of
investments, conducting negotiations on our and the Operating Partnership’s behalf with sellers,
purchasers, and other counterparties and, if applicable, their respective agents, advisors and
representatives, and determining the structure and terms of such transactions; providing us with
portfolio management and other related services;

* serving as our advisor with respect to decisions regarding any of our financings, hedging activities or
borrowings; and

* engaging and supervising, on our and the Operating Partnership’s behalf and at our and the Operating
Partnership’s expense, various service providers.
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The above summary is provided to illustrate the material functions that the Advisor performs for us and it is not
intended to include all of the services which may be provided to us by the Advisor or third parties.

Management Fee

As compensation for its services provided pursuant to the Advisory Agreement, we pay the Advisor a
management fee of 1.25% of NAV per annum payable monthly. In calculating our management fee, we will use
our NAV before giving effect to accruals for the management fee, performance participation interest described
below, stockholder servicing fees or distributions payable on our shares. The management fee may be paid, at the
Advisor’s election, in cash, Class I shares or Class I units of our Operating Partnership. The Advisor agreed to
waive its management fee through March 31, 2019. During the year ended December 31, 2019, the Company
incurred management fees of $5.5 million.

Performance Participation Interest

So long as the Advisory Agreement has not been terminated (including by means of non-renewal), the Special
Limited Partner, a wholly owned subsidiary of Starwood Capital, will hold a performance participation interest in
the Operating Partnership that entitles it to receive cash distributions (or Operating Partnership units at its
election) from our Operating Partnership equal to 12.5% of the Total Return, subject to a 5% Hurdle Amount and
a High Water Mark, with a Catch-Up (each term as defined in the prospectus related to the Offering). Such
distribution will be paid annually and accrues monthly. During the fiscal year ended December 31, 2019, the
Special Limited Partner earned a performance participation interest of $10.4 million, which amount was paid to
the Special Limited Partner in the form of approximately 0.5 million Class I units of our Operating Partnership,
effective January 1, 2020.

Expense Reimbursements

Under the Advisory Agreement, and subject to the limitations described below under “—Reimbursement by the
Adpvisor,” the Advisor is entitled to reimbursement of all costs and expenses incurred by it or its affiliates on our
behalf, provided that the Advisor is responsible for the expenses related to any and all personnel of the Advisor
who provide investment advisory services to us pursuant to the Advisory Agreement (including, without
limitation, each of our executive officers and any directors who are also directors, officers or employees of the
Adpvisor or any of its affiliates), including, without limitation, salaries, bonus and other wages, payroll taxes and
the cost of employee benefit plans of such personnel, and costs of insurance with respect to such personnel.

Without limiting the generality of the foregoing, costs eligible for reimbursement include out-of-pocket costs and
expenses the Advisor incurs in connection with the services it provides to us (including personnel expenses other
than those of investment advisory personnel described above) related to (1) legal, accounting and printing fees
and other expenses attributable to our organization, preparation of the registration statement for the Offering,
registration and qualification of our common stock for sale with the SEC and in the various states and filing fees
incurred by the Advisor in connection with the Offering, (2) the actual cost of goods and services used by us and
obtained from third parties, including fees paid to administrators, consultants, attorneys, technology providers
and other service providers, and brokerage fees paid in connection with the purchase and sale of investments and
securities, (3) expenses of managing and operating our properties, whether payable to an affiliate or a
non-affiliated person, and (4) out-of pocket expenses in connection with the selection, evaluation, structuring,
acquisition, origination, financing and development of properties and real estate-related assets, whether or not
such investments are acquired. Such out-of pocket costs and expenses will include expenses relating to
compliance-related matters and regulatory filings relating to our activities.

The Advisor may retain, for and on our behalf, and at our sole cost and expense, such services as the Advisor
deems necessary or advisable in connection with our management and operations, which may include affiliates of

the Advisor; provided, that any such services may only be provided by affiliates to the extent such services are
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approved by a majority of the directors (including a majority of the independent directors) not otherwise
interested in such transactions as being fair and reasonable to us and on terms and conditions not less favorable to
us than those available from non-affiliated third parties.

During the fiscal year ended December 31, 2019, we reimbursed the Advisor $1.0 million for such expenses
incurred on our behalf.

Organization and Offering Costs

The Advisor advanced all of our organization and offering expenses on our behalf (including legal, accounting,
printing, mailing and filing fees and expenses, due diligence expenses of participating broker-dealers supported
by detailed and itemized invoices, costs in connection with preparing sales materials, design and website
expenses, fees and expenses of our escrow agent and transfer agent, fees to attend retail seminars sponsored by
participating broker-dealers and reimbursements for customary travel, lodging, and meals, but excluding upfront
selling commissions, dealer manager fees and the stockholder servicing fee) through December 21, 2019, which
was the first anniversary of the date on which we broke escrow in our initial public offering. We will reimburse
the Advisor for all such advanced expenses ratably in 60 equal monthly installments following December 21,
2019. Through December 31, 2019, we did not reimburse the Advisor for any organization and offering costs.

Term and Termination Rights under the Advisory Agreement

On November 12, 2019, the Company renewed the Advisory Agreement among the Company, Operating
Partnership and the Advisor for an additional one-year period ending December 15, 2020. The term of the
Advisory Agreement is subject to renewals by our board of directors for an unlimited number of successive
one-year periods. Our independent directors will evaluate the performance of the Advisor before renewing the
Advisory Agreement. The Advisory Agreement may be terminated:

e immediately by us (1) for “cause,” (2) upon the bankruptcy of the Advisor or (3) upon a material
breach of the Advisory Agreement by the Advisor;

* upon 60 days’ written notice by us without cause or penalty upon the vote of a majority of our
independent directors; or

e upon 60 days’ written notice by the Advisor.

“Cause” is defined in the Advisory Agreement to mean fraud, criminal conduct, willful misconduct or willful or
negligent breach of fiduciary duty by the Advisor under the Advisory Agreement.

In the event the Advisory Agreement is terminated, the Advisor will be entitled to receive its prorated
management fee through the date of termination, and the Special Limited Partner will receive a distribution of
any accrued performance participation from the Operating Partnership as of the date of such termination. In
addition, upon the termination or expiration of the Advisory Agreement, the Advisor will cooperate with us and
take all reasonable steps requested to assist our board of directors in making an orderly transition of the advisory
function.

Reimbursement by the Advisor

Commencing four fiscal quarters after we make our first investment, the Advisor will reimburse us for any
expenses that cause our Total Operating Expenses, including any distributions made to the Special Limited
Partner with respect to its performance participation interest in the Operating Partnership, in any four consecutive
fiscal quarters to exceed the greater of: (1) 2% of our Average Invested Assets and (2) 25% of our Net Income.

To the extent that our Total Operating Expenses exceed these limits and the independent directors determine that
the excess expenses were justified based on unusual and nonrecurring factors that they deem sufficient, the
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Advisor would not be required to reimburse us. Within 60 days after the end of any fiscal quarter for which our
Total Operating Expenses for the four consecutive fiscal quarters then ended exceed these limits and our
independent directors approve such excess amount, we will send our stockholders a written disclosure of such
fact, or will include such information in our next quarterly report on Form 10-Q or in a current report on Form
8-K filed with the SEC, together with an explanation of the factors our independent directors considered in
arriving at the conclusion that such excess expenses were justified. In addition, our independent directors will
review at least annually the total fees and expense reimbursements for operating expenses paid to the Advisor
and the Special Limited Partner to determine if they are reasonable in light of our performance, our net assets and
our net income and the fees and expenses of other comparable unaffiliated REITS.

For purposes of these limits:

e “Total Operating Expenses” are all costs and expenses paid or incurred by us, as determined under
generally accepted accounting principles, including the management fee and the performance
participation, but excluding: (i) the expenses of raising capital such as organization and offering
expenses, legal, audit, accounting, underwriting, brokerage, listing, registration and other fees, printing
and other such expenses and taxes incurred in connection with the issuance, distribution, transfer,
registration and listing of our capital stock, (ii) property-level expenses incurred at each property,

(iii) interest payments, (iv) taxes, (v) non-cash expenditures such as depreciation, amortization and bad
debt reserves, (vi) incentive fees paid in compliance with our charter, (vii) acquisition fees and
acquisition expenses related to the selection and acquisition of assets, whether or not a property is
actually acquired, (viii) real estate commissions on the sale of property and (ix) other fees and expenses
connected with the acquisition, disposition, management and ownership of real estate interests,
mortgage loans or other property (including the costs of foreclosure, insurance premiums, legal
services, maintenance, repair and improvement of property).

e “Average Invested Assets” means, for any period, the average of the aggregate book value of our
assets, invested, directly or indirectly, in equity interests in and loans secured by real estate, including
all properties, real estate-related debt and real estate-related securities and consolidated and
unconsolidated joint ventures or other partnerships, before deducting depreciation, amortization,
impairments, bad debt reserves or other non-cash reserves, computed by taking the average of such
values at the end of each month during such period.

*  “Net Income” means, for any period, total revenues applicable to such period, less the total expenses
applicable to such period other than additions to, or allowances for, non-cash charges such as
depreciation, amortization, impairments and reserves for bad debt or other similar non-cash reserves

For the year ended December 31, 2019, our total operating expenses were 1.9% and 106.0% of each of our
average invested assets and our net income, respectively.

Independent Directors’ Review of Compensation

Our independent directors will evaluate at least annually whether the compensation that we contract to pay to the
Adpvisor is reasonable in relation to the nature and quality of services performed and that such compensation is
within the limits prescribed by our Charter. Our independent directors will supervise the performance of the
Advisor and the compensation we pay to it to determine that the provisions of the Advisory Agreement are being
carried out. This evaluation is based on the factors set forth below, as well as any other factors deemed relevant
by the independent directors:

e the amount of fees paid to the Advisor in relation to the size, composition and performance of our
investments;

» the success of the Advisor in generating investments that meet our investment objectives;

e rates charged to other externally advised REITs and other similar investment entities by advisors
performing similar services;
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e additional revenues realized by the Advisor and its affiliates through their advisory relationship with us
(including the performance participation allocation paid to the Special Limited Partner);

* the quality and extent of the services and advice furnished by the Advisor;

* the performance of the assets, including income, conservation or appreciation of capital, frequency of
problem investments and competence in dealing with distress situations; and

e the quality of our portfolio in relationship to the investments generated by the Advisor for its own
account.

Dealer Manager Agreement

We entered into a Dealer Manager Agreement with the Dealer Manager in connection with the Offering, pursuant
to which the Dealer Manager agreed to, among other things, manage our relationships with third-party broker-
dealers engaged by the Dealer Manager to participate in the distribution of shares of our common stock, which
we refer to as “participating broker-dealers,” and financial advisors. The Dealer Manager serves as the dealer
manager for the Offering. The Dealer Manager also coordinates our marketing and distribution efforts with
participating broker-dealers and their registered representatives with respect to communications related to the
terms of the offering, our investment strategies, material aspects of our operations and subscription procedures.
We will not pay referral or similar fees to any accountants, attorneys or other persons in connection with the
distribution of our shares. The Dealer Manager is a registered broker-dealer affiliated with the Advisor.

Upfront Selling Commissions and Dealer Manager Fees

The Dealer Manager is entitled to receive upfront selling commissions of up to 3.0%, and dealer manager fees of
0.5%, of the transaction price of each Class T share sold in our primary offering; however such amounts may
vary at certain participating broker-dealers, provided that the sum will not exceed 3.5% of the transaction price.
The Dealer Manager is entitled to receive upfront selling commissions of up to 3.5% of the transaction price of
each Class S share sold in the primary offering. The Dealer Manager is entitled to receive upfront selling
commissions of up to 1.5% of the transaction price of each Class D share sold in the primary offering. No upfront
selling commissions or dealer manager fees are paid with respect to purchases of Class I shares or shares of any
class sold pursuant to our distribution reinvestment plan. The Dealer Manager anticipates that substantially all of
the upfront selling commissions and dealer manager fees will be retained by, or reallowed (paid) to, participating
broker-dealers.

During the year ended December 31, 2019, we paid $5.1 million in upfront selling commissions and upfront
dealer manager fees to the Dealer Manager. The Dealer Manager has entered into agreements with participating
broker-dealers distributing our shares in our primary offering, and all of the upfront selling commissions and
dealer manager fees were reallowed (paid) to, such participating broker-dealers. For the fiscal year ended
December 31, 2019, the costs of raising capital in our primary offering and our distribution reinvestment plan,
which represent all upfront selling commissions, upfront dealer manager fees, stockholder servicing fees and
organization and offering costs accrued by us during the year ended December 31, 2019, represented 0.9% of
capital raised.

Stockholder Servicing Fees

Subject to FINRA limitations on underwriting compensation, we will pay the Dealer Manager selling
commissions over time as stockholder servicing fees for ongoing services rendered to stockholders by
participating broker-dealers or broker-dealers servicing investors’ accounts, referred to as servicing broker-
dealers.

The stockholder servicing fees equal to 0.85%, 0.85% and 0.25% per annum of the aggregate NAV of our
outstanding Class T shares, Class S shares and Class D shares, respectively. The stockholder servicing fee for
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Class T shares consists of an advisor stockholder servicing fee of 0.65% per annum, and a dealer stockholder
servicing fee of 0.20% per annum, of the aggregate NAV of our outstanding Class T shares. However, with
respect to Class T shares sold through certain participating broker-dealers, the advisor stockholder servicing fee
and the dealer stockholder servicing fee may be other amounts, provided that the sum of such fees will always
equal 0.85% per annum of the NAV of such shares. We do not pay a stockholder servicing fee with respect to our
outstanding Class I shares.

The stockholder servicing fees are paid monthly in arrears. The Dealer Manager reallows (pays) all or a portion of the
stockholder servicing fees to participating broker-dealers and servicing broker-dealers for ongoing stockholder services
performed by such broker-dealers, and will waive stockholder servicing fees to the extent a broker-dealer is not eligible
to receive it for failure to provide such services. Because the stockholder servicing fees are calculated based on our
NAV for our Class T, Class S and Class D shares, they will reduce the NAV or, alternatively, the distributions payable,
with respect to the shares of each such class, including shares issued under our distribution reinvestment plan.

We will cease paying the stockholder servicing fee with respect to any Class T shares, Class S shares or Class D
shares held in a stockholder’s account at the end of the month in which the Dealer Manager in conjunction with the
transfer agent determines that total upfront selling commissions, dealer manager fees and stockholder servicing fees
paid with respect to such shares would exceed 8.75% (or, in the case of Class T shares sold through certain
participating broker-dealers, a lower limit as set forth in any applicable agreement between the Dealer Manager and
a participating broker dealer at the time such Class T shares were issued) of the gross proceeds from the sale of such
shares (including the gross proceeds of any shares issued under our distribution reinvestment plan with respect
thereto). At the end of such month, such Class T shares, Class S shares or Class D shares (and any shares issued
under our distribution reinvestment plan with respect thereto) will convert into a number of Class I shares (including
any fractional shares) with an equivalent aggregate NAV per such share. We cannot predict the length of time over
which the stockholder servicing fee will be paid due to potential changes in the NAV of our shares.

In addition, we will cease paying the stockholder servicing fee on the Class T shares, Class S shares and Class D
shares on the earlier to occur of the following: (i) a listing of Class I shares, (ii) our merger or consolidation with
or into another entity or the sale or other disposition of all or substantially all of our assets, in each case in a
transaction in which our stockholders receive cash or securities listed on a national securities exchange or (iii) the
date on which, in the aggregate, underwriting compensation from all sources in connection with the Offering,
including upfront selling commissions, the stockholder servicing fee and other underwriting compensation, is
equal to 10% of the gross proceeds from our primary offering.

During the fiscal year ended December 31, 2019, we paid $2.4 million in stockholder servicing fees to the Dealer
Manager. As described above, the Dealer Manager reallowed (paid) primarily all of the stockholder servicing
fees to participating broker-dealers for ongoing stockholder servicing performed by such broker-dealers.

Fees Paid to Our Dealer Manager

The Dealer Manager anticipates that substantially all of the upfront selling commissions, dealer manager and
stockholder servicing fees will be retained by, or reallowed (paid) to, participating broker-dealers. Through
December 31, 2019, the Dealer Manager retained approximately $31,000 of upfront selling commissions, dealer
manager or stockholder servicing fees.

Affiliate Service Agreements

We may, with the approval of a majority of our Directors (including a majority of Independent Directors), retain the
Advisor’s affiliates, for necessary services relating to our investments or our operations, property management
services, leasing services, corporate services, statutory services, transaction support services (including but not
limited to coordinating with brokers, lawyers, accountants and other advisors, assembling relevant information,
conducting financial and market analyses, and coordinating closing procedures), construction and development
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management, and loan management and servicing, and within one or more such categories, providing services in
respect of asset or investment administration, accounting, technology, tax preparation, finance (including but not
limited to budget preparation and preparation and maintenance of corporate models), treasury, operational
coordination, risk management, insurance placement, human resources, legal and compliance, valuation and
reporting-related services, as well as services related to mortgage servicing, group purchasing, healthcare,
consulting/brokerage, capital markets/credit origination, property, title or other types of insurance, management
consulting and other similar operational matters. Any fees paid to the Advisor’s affiliates for any such services will
not reduce the management fee. Any such arrangements will be at market rates.

We have engaged and expect to continue to engage Highmark Residential (formerly Milestone Management), a
portfolio company owned by an affiliate of Starwood Capital Group, to provide day-to-day operational and
management services (including leasing, construction management, revenue management, accounting, legal and
contract management, expense management, and capital expenditure projects and transaction support services)
for a portion of the Company’s multifamily properties. The cost for such services is a percentage of the gross
receipts and project costs respectively (which will be reviewed periodically and adjusted if appropriate), plus
actual costs allocated for transaction support services.

Fees and Expenses for Other Services

During the fiscal year ended December 31, 2019, there were no fees paid to affiliates of the Advisor for other
services.

Indemnification Agreements with Directors and Officers

We have entered into indemnification agreements with each of our directors and officers. We refer to such
indemnification agreements as “Indemnification Agreements’ and our directors and officers party thereto as
“Indemnitees.” The Indemnification Agreements provide that we will, subject to certain limitations and exceptions,
indemnify, to the fullest extent permitted under Maryland law, and advance expenses to, each Indemnitee, in
connection with (among other things) the Indemnitee’s capacity as a director, officer, employee or agent of the
Company. This obligation includes, subject to certain terms and conditions, indemnification for any expenses
(including reasonable attorneys’ fees), judgments, fines, penalties and settlement amounts actually and reasonably
incurred by the Indemnitee in connection with any threatened or pending action, suit or proceeding. In certain
instances, we may be required to advance such expenses, in which case the Indemnitee will be obligated to
reimburse us for the amounts advanced if it is later determined that the Indemnitee is not entitled to indemnification
for such expenses.

Related Party Transaction Policies

In order to reduce or eliminate certain potential conflicts of interest, our charter and the Advisory Agreement
contain restrictions and conflict resolution procedures relating to transactions we enter into with our Sponsor, the
Adpvisor, our directors or their respective affiliates. The types of transactions covered thereby include the
compensation paid to our Advisor, decisions to renew our Advisory Agreement, acquisitions or leases of assets,
mortgages and other types of loans and any other transaction in which our Sponsor, our Advisor or any of our
directors have an interest, reimbursement of operating expenses in excess of the 2%/25% Guidelines, issuances of
options and warrants and repurchases of shares. Under the restrictions, these transactions, if permitted, must be
approved by a majority of our directors, including a majority of our independent directors, not otherwise interested
in such transaction. In determining whether to approve or authorize a particular related party transaction, these
persons will consider whether the transaction between us and the related party is fair and reasonable to us and has
terms and conditions no less favorable to us than those available from unaffiliated third parties.

We have also adopted a Code of Ethics that applies to each of our officers and directors, which we refer to as
“covered persons.” The Code of Ethics sets forth certain conflicts of interest policies that limit and govern certain
matters among us, the covered persons, our Sponsor, the Advisor and their respective affiliates.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Independent Auditors

During the period from July 13, 2017 (the date of our initial capitalization) to December 31, 2019, Deloitte &
Touche LLP (“Deloitte”) served as our independent auditor.

Audit and Non-Audit Fees

Aggregate fees that we were billed for the fiscal years ended December 31, 2019 and 2018 by our independent
registered public accounting firm, Deloitte, were as follows:

Fiscal Year Ended Fiscal Year Ended
December 31, 2019 December 31, 2018

Auditfees(a) ......... ... $637,585 $114,250
Audit-related fees(b) . ......... ... ... 30,000 —
Tax fees . ..ottt — —
Allotherfees . ... — —
Total ... $667,585 $114,250

(a) Audit fees include amounts billed to us related to annual financial statement audit work, seed balance sheet
audit work, quarterly financial statement reviews and reviews of SEC registration statements.

(b) Audit-related fees include amounts billed to us for assurance and related services that traditionally are
performed by independent auditors that are reasonably related to the performance of the audit or review of
the financial statements, such as due diligence related to acquisition, attestation services that are not
required by statute or regulation, internal control reviews, and consultation concerning financial accounting
and reporting standards.

The Audit Committee of our board of directors was advised that there were no services provided by Deloitte that
were unrelated to the audit of the annual fiscal year-end financial statements and the review of interim financial
statements that could impair Deloitte from maintaining its independence as our independent auditor and
concluded that it was independent.

Audit Committee Pre-Approval Policies and Procedures

In accordance with our Audit Committee pre-approval policy, all audit services performed for us by our
independent registered public accounting firm were pre-approved by the Audit Committee of our board of
directors.

The pre-approval policy provides for categorical pre-approval of specified audit and permissible non-audit
services. Services to be provided by the independent registered public accounting firm that are not within the
category of pre-approved services must be approved by the Audit Committee prior to engagement, regardless of
the service being requested or the dollar amount involved.

Requests or applications for services that require specific separate approval by the Audit Committee are required
to be submitted to the Audit Committee, and must include a description of the services to be provided and a
statement by the independent registered public accounting firm and our principal accounting officer confirming
that the provision of the proposed services does not impair the independence of the independent registered public
accounting firm.

The Audit Committee may delegate pre-approval authority to one or more of its members. The member or
members to whom such authority is delegated shall report any pre-approval decisions to the Audit Committee at
its next scheduled meeting. The Audit Committee does not delegate to management its responsibilities to
pre-approve services to be performed by the independent registered public accounting firm.
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PART IV.

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
Exhibit
Number Exhibit Description

3.1 Articles of Amendment and Restatement of Starwood Real Estate Income Trust, Inc. (the
“Company”) (incorporated by reference to Exhibit 3.1 to the Company’s Annual Report on
Form 10-K filed with the SEC on March 30, 2018)

32 Articles of Amendment (incorporated by reference to Exhibit 3.2 to the Registrant’s Quarterly Report
on Form 10-Q filed with the SEC on August 12, 2019)

33 Amended & Restated Bylaws of the Company (incorporated by reference to Exhibit 3.2 to the
Registration Statement on Form S-11 (No. 333-220997) filed with the SEC on October 18, 2017 (the
“Registration Statement”)

4.1 Distribution Reinvestment Plan of the Company (incorporated by reference to Exhibit 4.1 to
Pre-Effective Amendment No. 1 to the Registration Statement filed with the SEC on December 20,
2017 (“Pre-Effective Amendment No. 17))

4.2% Description of Registrant’s Securities

10.1 Amended and Restated Dealer Manager Agreement between Starwood Real Estate Income Trust,
Inc. and Starwood Capital, L.L.C. (incorporated by reference to Exhibit 10.1 to the Registrant’s
Current Report on Form 8-K filed with the SEC on February 3, 2020)

10.2 Form of Selected Dealer Agreement (incorporated by reference to Exhibit A to the Amended and
Restated Dealer Manager Agreement filed as Exhibit 10.1 hereof)

10.3 Advisory Agreement, dated December 15, 2017, among the Company, Starwood REIT Operating
Partnership, L.P. and Starwood REIT Advisors, LLC (incorporated by reference to Exhibit 10.1 to
Pre-Effective Amendment No. 1)

10.4 Limited Partnership Agreement of the Operating Partnership, dated December 15, 2017, between the
Company and Starwood REIT Special Limited Partner L.L.C. (incorporated by reference to
Exhibit 10.2 to Pre-Effective Amendment No. 1)

10.5 Distribution Reinvestment Plan (incorporated by reference to Exhibit 4.1 to Pre-Effective
Amendment No. 1)

10.6 Registration Rights Agreement, dated December 15, 2017, among the Company, the Special Limited
Partner and the Advisor (incorporated by reference to Exhibit 10.3 to Pre-Effective Amendment
No. 1)

10.7 Trademark License Agreement, dated December 15, 2017, the Company, the Operating Partnership,
the Advisor and Starwood Capital Group, L.L.C. (incorporated by reference to Exhibit 10.4 to
Pre-Effective Amendment No. 1)

10.8 Form of Indemnification Agreement of the Company (incorporated by reference to Exhibit 10.5 to
Pre-Effective Amendment No. 1)

10.9 Independent Director Restricted Share Plan of the Company, dated November 28, 2017 (incorporated
by reference to Exhibit 10.6 to Pre-Effective Amendment No. 1)

10.10 Form of Restricted Stock Award Certificate (incorporated by reference to Exhibit 10.7 to
Pre-Effective Amendment No. 1)

10.11 Independent Directors Compensation Policy of the Company (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q filed with the SEC on May 14, 2018)

21.1% Subsidiaries of the Company
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Exhibit

Number Exhibit Description

24.1 Power of Attorney (included on signature page to this Annual Report on Form 10-K)

31.1% Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2% Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1% Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

32.2% Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101 The following information from the Company’s Quarterly Report on Form 10-K for the year ended

December 31, 2019, formatted in XBRL (eXtensible Business Reporting Language): (i) Consolidated
Balance Sheets; (ii) Consolidated Statements of Operations (iii) Consolidated Statements of Changes
in Equity; and (iv) Consolidated Statements of Cash Flows

* Filed herewith

The agreements and other documents filed as exhibits to this report are not intended to provide factual
information or other disclosure other than with respect to the terms of the agreements or other documents
themselves, and you should not rely on them for that purpose. In particular, any representations and warranties
made by us in these agreements or other documents were made solely within the specific context of the relevant
agreement or document and may not describe the actual state of affairs as of the date they were made or at any

other time.

ITEM 16. FORM 10-K SUMMARY

We have elected not to provide summary information.
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SIGNATURES

Pursuant to the requirements of Section 13 or Section 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

STARWOOD REAL ESTATE INCOME TRUST, INC.

March 20, 2020 /s/ John P. McCarthy, Jr.

Date John P. McCarthy, Jr.
Chief Executive Officer, President and Director
(Principal Executive Officer)

POWER OF ATTORNEY

Each individual whose signature appears below hereby severally constitutes John P. McCarthy, Jr., Dave Guiteau
and Matthew S. Guttin, and each of them singly, his or her true and lawful attorney-in-fact and agent with full
power of substitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign any
and all amendments to this report on Form 10-K, and to file the same, with all exhibits thereto and all documents
in connection therewith, with the Securities and Exchange Commission, granting unto said attorney-in-fact and
agent, and each of them, full power and authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and purposes as he or she might or could do
in person, hereby ratifying and confirming all that said attorney-in-fact and agent or his substitute, may lawfully
do or cause to be done or by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

March 20, 2020 /s/ John P. McCarthy, Jr.

Date John P. McCarthy, Jr.
Chief Executive Officer, President and Director
(Principal Executive Officer)

March 20, 2020 /s/ Dave Guiteau

Date Dave Guiteau
Chief Financial Officer and Treasurer
(Principal Financial Officer and Principal
Accounting Officer)

March 20, 2020 /s/ Barry S. Sternlicht
Date Barry S. Sternlicht
Chairman of the Board
March 20, 2020 /s/ Mark Deason
Date Mark Deason
Director
March 20, 2020 /s/ Christopher D. Graham
Date Christopher D. Graham
Director
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March 20, 2020

/s/ Richard D. Bronson

Date

March 20, 2020

Richard D. Bronson
Independent Director

/s/ David B. Henry

Date

March 20, 2020

David B. Henry
Independent Director

/s/ Robin Josephs

Date

March 20, 2020

Robin Josephs
Independent Director

/s/ Dale Anne Reiss

Date

March 20, 2020

Dale Anne Reiss
Independent Director

/s/ James E. Walker

Date
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James E. Walker
Independent Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of Starwood Real Estate Income Trust, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Starwood Real Estate Income Trust, Inc. and
subsidiaries (the “Company”) as of December 31, 2019 and 2018, the related consolidated statements of
operations, changes in equity, and cash flows, for the years ended December 31, 2019 and 2018 and the period
July 13,2017 (date of initial capitalization) through December 31, 2017, the related notes and Schedule III — Real
Estate and Accumulated Depreciation as of December 31, 2019 (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for the
years ended December 31, 2019 and 2018 and the period July 13, 2017 (date of initial capitalization) through
December 31, 2017, in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain
an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures
included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.
Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits
provide a reasonable basis for our opinion.

/s/ Deloitte & Touche LLP

New York, New York
March 20, 2020

We have served as the Company’s auditor since 2017.
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Starwood Real Estate Income Trust, Inc.
Consolidated Balance Sheets
(in thousands, except share and per share data)

Assets

Investments in real estate, NEt ... ... .. i
Investments in real estate-related securities . . ............. ... ...
Investments in unconsolidated real estate ventures . ...........................
Cash and cash equivalents ... ......... ...ttt
Restricted cash ... ... .
Other ASSELS . .\ttt it

Total assets . ... ...

Liabilities and Equity

Mortgage notes and revolving credit facility, net .............................
Repurchase agreements . ........ ... ... .
Accounts payable, accrued expenses and other liabilities . ......................
Subscriptions received in advance . ..........c.. i
Due to affiliates ... ...t

Total liabilities . ............. .. . .. . .

Commitments and CONINGENCIES . . .. ..ottt e
Equity

Preferred stock, $0.01 par value per share, 100,000,000 shares authorized; none
issued and outstanding as of December 31, 2019 and December 31,2018 ... ... ..
Common stock — Class T shares, $0.01 par value per share, 250,000,000 shares
authorized; 1,412,563 and 483 shares issued and outstanding as of December 31,
2019 and December 31, 2018, respectively ... .......... oo,
Common stock — Class S shares, $0.01 par value per share, 250,000,000 shares
authorized; 26,164,794 and 6,610,280 shares issued and outstanding as of
December 31, 2019 and December 31, 2018, respectively ....................
Common stock — Class D shares, $0.01 par value per share, 250,000,000 shares
authorized; 1,653,094 and 46,075 shares issued and outstanding as of

December 31, 2019 and December 31, 2018, respectively ....................
Common stock — Class I shares, $0.01 par value per share, 250,000,000 shares
authorized; 16,114,284 and 1,542,000 shares issued and outstanding as of
December 31, 2019 and December 31, 2018, respectively ....................

Additional paid-in capital ......... ...
Accumulated deficit and cumulative distributions ........... . ... ... ... . ...

Total stockholders’ equity ............... .. .. .. .. ...,
Non-controlling interests in consolidated joint ventures ................

Total equity . ... ... ... ..
Total liabilities and equity .. .......... ... ... ... .. ... ... .......

See accompanying notes to consolidated financial statements.
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December 31, December 31,
2019 2018
$1,798,044  $ —
277,651 —
12,169 —
48,479 164,021
140,482 900
113,497 42
$2,390,322  $164,963
$1,238,102  $ —
81,035 —
47,979 187
110,618 900
63,341 16,754
1,541,075 17,841
14 —
262 66
17 —
161 15
883,506 148,770
(46,697) (1,729)
837,263 147,122
11,984 —
849,247 147,122
$2,390,322  $164,963




Starwood Real Estate Income Trust, Inc.
Consolidated Statements of Operations
(in thousands, except share and per share data)

For the Period
July 13, 2017
(date of initial
For the Year  For the Year capitalization)
Ended Ended through
December 31, December 31, December 31,
2019 2018 2017
Revenues
Rentalrevenue . ............ ... ... .. $ 51,790 $ — $ —
Hotelrevenue . ........ ... ... . . . . i 40,559 — —
Otherrevenue . ......... ...ttt 1,959 — —
Total revenues ................. . ... 94,308 — —
Expenses
Rental property operating . . ...ttt 18,463 — —
Hotel operating . .. ...ttt 23,507 — —
General and administrative .. ........... i 4,523 1,745 36
Management fees . ... .. ...t 5,469 — —
Performance participation allocation . ...................... 10,366 — —
Depreciation and amortization ... ............... ... ..., 38,896 — —
Total expenses .. ............. i, 101,224 1,745 36
Other income (expense)
Earnings from unconsolidated real estate ventures ............ 175 — —
Income from real estate-related securities ................... 10,158 — —
Interest iNCOME . . . ... ittt e 1,039 52 —
INterest eXPense . .. ... ..vi it e (25,311) — —
Other EXPeNSe . . . oottt et e e (123) — —
Total other (expense) income ....................... (14,062) 52 —
Netloss .. ... $(20,978) $(1,693) $ (36)
Net loss attributable to non-controlling interests in consolidated joint
VEIEUTES  « « v v e v e e e e e e e e e e e e e $ 152 $ — $ —
Net loss attributable to stockholders ......................... $(20,826)  $(1,693) $ ((36)
Net loss per share of common stock, basic and diluted .......... $ (091) $ (6.59) $(3.59)
Weighted-average shares of common stock outstanding, basic and
diluted .......... .. ... . 23,032,351 256,787 10,000

See accompanying notes to consolidated financial statements.
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Starwood Real Estate Income Trust, Inc.
Consolidated Statements of Changes in Equity
(in thousands)

Par Value

Common Common Common Common Additional Deficit and

Accumulated
Total

Non-

Stock Stock Stock Stock Paid-in  Cumulative Stockholders’ controlling  Total
ClassT ClassS ClassD ClassI Capital Distributions Equity Interests Equity
Balance at July 13, 2017
(Date of Initial Capitalization) .. $— $— $— $— $ 2008 — $ 200$% — $ 200
Netloss ................... — — — — — (36) (36) — (36)
Balance at December 31,2017 .... $— $— $— $— $ 200 $ (36) $ 164 — $ 164
Common stock issued ........ $— $66 $— $ 15 $164593 § — $164,674 $ — $164,674
Offering costs . ............. — — — — (16,103) — (16,103) —  (16,103)
Amortization of restricted stock
Qrants ..........uiueen... — — — — 80 — 80 — 80
Netloss ............oou... — — — — — (1,693)  (1,693) — (1,693)
Balance at December 31,2018 .... $— $ 66 $— $ 15 $148,770 $ (1,729) $147,122 $ — $147,122
Common stock issued . ....... $ 14 $192 $ 17 $145 $765,805 $ — $766,173 $ — $766,173
Offering costs . ............. — — — — (42,156) — (42,156) —  (42,156)
Distribution reinvestments .... — 4 — 1 11,222 — 11,227 — 11,227
Amortization of restricted stock
grants . ... .. — — — — 71 — 71 — 71
Common stock repurchased ... — — — — (206) — (206) — (206)
Netloss ............oou... — — — — —  (20,826) (20,826) (152) (20,978)
Contributions from
non-controlling interests .... — — — — — — — 12,520 12,520
Distributions to non-controlling
interests . ................ — — — — — — — (384) (384)
Distributions declared on
common stock (see
Note9) ................. — — — — — (24,142) (24,142 —  (24,142)
Balance at December 31,2019 .... $ 14 $262 $ 17 $161 $883,506 $(46,697) $837,263 $11,984 $849,247

See accompanying notes to consolidated financial statements.



Starwood Real Estate Income Trust, Inc.
Consolidated Statements of Cash Flows
(in thousands)

For the Period
July 13, 2017
(date of initial

For the Year For the Year capitalization)

Ended Ended through
December 31, December 31, December 31,
2019 2018 2017
Cash flows from operating activities
Nt LSS v o vttt et e e e e $ (20978)$ (1,693)  $(36)
Adjustments to reconcile net loss to net cash provided by operating
ACIVItIeS . . . ... .
Management fee . . ... ... 5,469 — —
Performance participation allocation .. ............ ... .. .. .. 10,366 — —
Depreciation and amortization . . .................uiiiniiinia. 38,896 — —
Amortization of deferred financing costs . ........ .. .. .. . i 1,050 — —
Deferred income amortization ... ............ ...ttt (1,566) — —
Unrealized loss on changes in fair value of financial instruments . ........... 256 — —
Gains on sales of real estate-related securities .. ......................... (600) — —
Amortization of restricted stock grants .......... .. .. . i 71 80 —
Distributions from investments in unconsolidated real estate ventures . ....... 551 — —
Earnings from unconsolidated real estate ventures ....................... (175) — —
Other ITIMS .« . . o ettt ettt e e e e e 20 — —
Change in assets and liabilities
Increase in Other assets . . ........ ..ttt e (8,779) (42) —
Increase in due to affiliates . ............ .. . 460 1,549 —
Increase in accounts payable, accrued expenses and other liabilities ......... 26,064 51 36
Net cash provided by operating activities ............................ 51,105 45 —
Cash flows from investing activities
Acquisitions of real estate ........... ... (1,607,245) — —
Capital improvements to real estate . .. .........ouiintiienin . (7,610) — —
Purchase of real estate-related securities . ...............coiiuinininenanan.. (454,275) — —
Proceeds from settlement of real estate-related securities ...................... 178,696 — —
Net cash used in investing activities ..................................... (1,890,434) — —
Cash flows from financing activities
Proceeds from issuance of common stock ......... ... . ... ... 761,712 164,674 —
Offering costs paid . . . . ..ottt (7,434) (898) —
Subscriptions received in advance, net ............... ... 109,718 900 —
Repurchase of common Stock . ....... ... (206) — —
Borrowings from mortgage notes and revolving credit facility .................. 996,065 — —
Repayments of mortgage notes and revolving credit facility ................... (72,906) — —
Net borrowings under repurchase agreements . .. ... .........oouvenveneenenn.. 81,035 — —
Payment of deferred financing costs ............ ... ... i i (8,052) — —
Contributions from non-controlling interests . ... .......... ... oo . 12,520 — —
Distributions to non-controlling inferests . ................oouiiiiiiaan.. (384) — —
DIStIIDULIONS . . ..ottt (8,699) — —
Net cash provided by financing activities ................................ 1,863,369 164,676
Net change in cash and cash equivalents and restrictedcash ................ 24,040 164,721 —
Cash and cash equivalents and restricted cash at the beginning of period ......... 164,921 200 200
Cash and cash equivalents and restricted cash at the end of period ............... $ 188,961 $164,921 $200
Reconciliation of cash and cash equivalents and restricted cash to the consolidated
balance sheets:
Cash and cash equivalents . ...............iiiiiuiineeeiinneen.. $ 48,479 $164,021 $200
Restricted cash . ... ... 140,482 900 —
Total cash and cash equivalents and restricted cash $ 188,961 $164,921 $200
Non-cash financing activities:
Assumption of mortgage notes in conjunction with acquisitions in real estate . ... $ 328,664 $§ — $—
Accrued stockholder servicing fee due to affiliate . . ........................ $ 35,640 $ 10,830 $—
Accrued offering costs due to affiliates .............. ... ... ... ... ... $ 1,468 $ 4,375 $—
Accrued distributions . .. .......oi it $ 4216 § — $—
Distribution reinVeStment . . . .. ...ttt e $ 11227 ¢ — $—

See accompanying notes to consolidated financial statements.
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Starwood Real Estate Income Trust, Inc.
Notes to Consolidated Financial Statements

1. Organization and Business Purpose

Starwood Real Estate Income Trust, Inc. (the “Company”’) was formed on June 22, 2017 as a Maryland
corporation and intends to qualify as a real estate investment trust (“REIT”) for U.S. federal income tax purposes
commencing with the taxable year ending December 31, 2019. The Company was organized to invest primarily
in stabilized, income-oriented commercial real estate and debt secured by commercial real estate. The
Company’s portfolio is expected to be principally comprised of properties and debt secured by properties located
in the United States but may also be diversified on a global basis through the acquisition of properties, and debt
secured by properties, outside of the United States, with a focus on Europe. To a lesser extent, the Company
invests in real estate-related securities. The Company is the sole general partner of Starwood REIT Operating
Partnership, L.P., a Delaware limited partnership (the “Operating Partnership”). Starwood REIT Special Limited
Partner, L.L.C. (the “Special Limited Partner”), a wholly owned subsidiary of Starwood Capital Group Holdings,
L.P. (the “Sponsor”), owns a special limited partner interest in the Operating Partnership. Substantially all of the
Company’s business is conducted through the Operating Partnership. The Company and the Operating
Partnership are externally managed by Starwood REIT Advisors, L.L.C. (the “Advisor”), an affiliate of the
Sponsor.

The Company has registered with the Securities and Exchange Commission (the “SEC”) an offering of up to
$5.0 billion in shares of common stock, consisting of up to $4.0 billion in shares in its primary offering and up to
$1.0 billion in shares pursuant to its distribution reinvestment plan (the “Offering”). The Company intends to sell
any combination of four classes of shares of its common stock, with a dollar value up to the maximum aggregate
amount of the Offering. The share classes have different upfront selling commissions, dealer manager fees and
ongoing stockholder servicing fees. The Company intends to continue selling shares on a monthly basis.

As of December 31, 2019, the Company owned 72 investments in real estate and 75 positions in real estate-
related securities. The Company currently operates in six reportable segments: Multifamily, Hotel, Industrial,
Office, Other and Real Estate-Related Securities. Financial results by segment are reported in Note 13.

2. Summary of Significant Accounting Policies
Principles of Consolidation and Basis of Presentation

The accompanying audited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”). All significant intercompany balances
and transactions have been eliminated in consolidation. Management believes it has made all necessary
adjustments, consisting of only normal recurring items, so that the consolidated financial statements are
presented fairly and that estimates made in preparing its consolidated financial statements are reasonable and
prudent.

The accompanying consolidated financial statements include the accounts of the Company, the Company’s
subsidiaries and joint ventures in which the Company has a controlling interest. For consolidated joint ventures,
the non-controlling partner’s share of the assets, liabilities and operations of the joint ventures is included in
non-controlling interests as equity of the Company. The non-controlling partner’s interest is generally computed
as the joint venture partner’s ownership percentage.

In determining whether the Company has a controlling financial interest in a partially owned entity and the
requirement to consolidate the accounts of that entity, the Company considers whether the entity is a variable
interest entity (“VIE”) and whether it is the primary beneficiary. The Company is the primary beneficiary of a
VIE when it has (i) the power to direct the most significant activities impacting the economic performance of the
VIE and (ii) the obligation to absorb losses or receive benefits significant to the VIE. The Operating Partnership
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is considered to be a VIE. The Company consolidates the Operating Partnership because it has the ability to
direct the most significant activities of the entities such as purchases, dispositions, financings, budgets, and
overall operating plans. Where the Company does not have the power to direct the activities of the VIE that most
significantly impact its economic performance, the Company’s interest for those partially owned entities are
accounted for using the equity method of accounting. The Company meets the VIE disclosure exemption criteria,
as the Company’s interest in the Operating Partnership is considered a majority voting interest.

The preparation of the consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the balance sheet. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents represent cash held in banks, cash on hand, and liquid investments with original
maturities of three months or less. The Company may have bank balances in excess of federally insured amounts;
however, the Company deposits its cash and cash equivalents with high credit-quality institutions to minimize
credit risk exposure.

Restricted Cash

Restricted cash primarily consists of cash received for subscriptions prior to the date in which the subscriptions
are effective. The Company’s restricted cash is held primarily in a bank account controlled by the Company’s
transfer agent but in the name of the Company. The remaining balance of restricted cash primarily consists of
amounts in escrow related to real estate taxes and insurance in connection with mortgages at certain of the
Company’s properties and tenant security deposits.

Investments in Real Estate

In accordance with the guidance for business combinations, the Company determines whether the acquisition of a
property qualifies as a business combination, which requires that the assets acquired and liabilities assumed
constitute a business. If the property acquired is not a business, the Company accounts for the transaction as an
asset acquisition. All property acquisitions to date have been accounted for as asset acquisitions.

The Company capitalizes acquisition-related costs associated with asset acquisitions. Upon acquisition of a
property, the Company assesses the fair value of acquired tangible and intangible assets (including land,
buildings, tenant improvements, “above-market” and “below-market” leases, acquired in-place leases, other
identified intangible assets and assumed liabilities) and allocates the purchase price to the acquired assets and
assumed liabilities. The Company assesses and considers fair value based on estimated cash flow projections that
utilize discount and/or capitalization rates that it deems appropriate, as well as other available market
information. Estimates of future cash flows are based on a number of factors including the historical operating
results, known and anticipated trends and market and economic conditions.

The fair value of the tangible assets of an acquired property considers the value of the property as if it were
vacant. The Company also considers an allocation of purchase price of other acquired intangibles, including
acquired in-place leases that may have a customer relationship intangible value, including (but not limited to) the
nature and extent of the existing relationship with the tenants, the tenants’ credit quality and expectations of lease
renewals. Based on its acquisitions to date, the Company’s allocation to customer relationship intangible assets
has not been material.
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The cost of buildings and improvements includes the purchase price of the Company’s properties and any
acquisition-related costs, along with any subsequent improvements to such properties. The Company’s
investments in real estate are stated at cost and are generally depreciated on a straight-line basis over the
estimated useful lives of the assets as follows:

Description Depreciable Life

Building ....... . . . 35-40 years

Building and land improvements .................. 5-15 years

Furniture, fixtures and equipment ................. 5-7 years

Lease intangibles and leasehold improvements . . .. ... Shorter of useful life or lease term

Repairs and maintenance are expensed to operations as incurred and are included in Rental property operating
and Hotel operating expenses on the Company’s Consolidated Statements of Operations. Significant
improvements to properties are capitalized. When assets are sold or retired, their costs and related accumulated
depreciation are removed from the accounts with the resulting gains or losses reflected in net income or loss for
the period.

The amortization of acquired above-market and below-market leases is recorded as an adjustment to rental
revenue on the Company’s Consolidated Statements of Operations. The amortization of in-place leases is
recorded as an adjustment to depreciation and amortization expense on the Company’s Consolidated Statements
of Operations.

The Company’s management reviews its real estate properties for impairment when there is an event or change
in circumstances that indicates an impaired value. Since cash flows on real estate properties considered to be
“long-lived assets to be held and used” are considered on an undiscounted basis to determine whether an asset
has been impaired, the Company’s strategy of holding properties over the long term directly decreases the
likelihood of recording an impairment loss. If the Company’s strategy changes or market conditions otherwise
dictate an earlier sale date, an impairment loss may be recognized and such loss could be material to the
Company’s results. If the Company determines that an impairment has occurred, the affected assets must be
reduced to their fair value. During the periods presented, no such impairment occurred.

Investments in Unconsolidated Real Estate Ventures

Investments in unconsolidated joint ventures are initially recorded at cost, and subsequently adjusted for equity in
earnings and cash contributions and distributions. Under the equity method of accounting, the net equity
investment of the Company is reflected within the Consolidated Balance Sheets, and the Company’s share of net
income or loss from the joint ventures is included within the Consolidated Statements of Operations. The joint
venture agreements may designate different percentage allocations among investors for profits and losses;
however, the Company’s recognition of joint venture income or loss generally follows the joint venture’s
distribution priorities, which may change upon the achievement of certain investment return thresholds. The
Company’s investments in unconsolidated joint ventures are reviewed for impairment periodically and the
Company records impairment charges when events or circumstances change indicating that a decline in the fair
values below the carrying values has occurred and such decline is other-than-temporary. The ultimate realization
of the investment in unconsolidated joint ventures is dependent on a number of factors, including the
performance of each investment and market conditions.

Investments in Real Estate-Related Securities

The Company has elected to classify its investment in real estate-related securities as trading securities and carry
such investments at estimated fair value. As such, the resulting gains and losses are recorded as a component of
Income from real estate-related securities on the Consolidated Statements of Operations.
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Derivative Instruments

In the normal course of business, the Company is exposed to the effect of interest rate changes. The Company
seeks to manage these risks by following established risk management policies and procedures including the use
of derivatives to hedge interest rate risk on debt instruments. The Company recognizes all derivatives as either
assets or liabilities in the Consolidated Balance Sheets and measures those instruments at fair value.

Fair Value Measurements

Under normal market conditions, the fair value of an investment is the amount that would be received to sell an
asset or transfer a liability in an orderly transaction between market participants at the measurement date (i.e., the
exit price). Additionally, there is a hierarchal framework that prioritizes and ranks the level of market price
observability used in measuring investments at fair value. Market price observability is impacted by a number of
factors, including the type of investment and the characteristics specific to the investment and the state of the
market place, including the existence and transparency of transactions between market participants. Investments
with readily available active quoted prices or for which fair value can be measured from actively quoted prices
generally will have a higher degree of market price observability and a lesser degree of judgment used in
measuring fair value.

Investments measured and reported at fair value are classified and disclosed in one of the following levels within
the fair value hierarchy:

Level 1 — quoted prices are available in active markets for identical investments as of the measurement date.
The Company does not adjust the quoted price for these investments.

Level 2 — quoted prices are available in markets that are not active or model inputs are based on inputs that are
either directly or indirectly observable as of the measurement date.

Level 3 — pricing inputs are unobservable and include instances where there is minimal, if any, market activity
for the investment. These inputs require significant judgment or estimation by management or third parties when
determining fair value and generally represent anything that does not meet the criteria of Levels 1 and 2. Due to
the inherent uncertainty of these estimates, these values may differ materially from the values that would have
been used had a ready market for these investments existed.

Valuation

The Company generally determines the fair value of its real estate-related securities by utilizing third-party
pricing service providers. In determining the value of a particular investment, pricing service providers may use
broker-dealer quotations, reported trades or valuation estimates from their internal pricing models to determine
the reported price. The pricing service providers’ internal models for real estate-related securities usually
consider the attributes applicable to a particular class of security (e.g., credit rating, seniority), current market
data, and estimated cash flows for each class and incorporate deal collateral performance such as prepayment
speeds and default rates, as available. The Company’s investments in real estate-related securities are classified
as Level 2.

Fair value of the Company’s indebtedness is estimated by modeling the cash flows required by the Company’s
debt agreements and discounting them back to the present value using an appropriate discount rate. Additionally,
the Company considers current market rate and conditions by evaluating similar borrowing agreements with
comparable loan-to-value ratios and credit profiles. The inputs used in determining the fair value of the
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Company’s indebtedness are considered Level 3. As of December 31, 2019, the fair value of the Company’s
mortgage notes, revolving credit facility and repurchase agreements was approximately $0.1 million above the
outstanding principal balance.

The Company’s derivative positions are valued using models developed by the respective counterparty as well as
third party pricing service providers that use as their basis readily observable market parameters (such as forward
yield curves and credit default swap data). The Company’s derivative positions are classified as Level 2. As of
December 31, 2019, the fair value of the Company’s derivatives was approximately $1.7 million below their
cost.

The fair values of the Company’s financial instruments (other than real estate-related securities, mortgage notes,
revolving credit facility and derivative instruments), including cash and cash equivalents and other financial
instruments, approximate their carrying or contract value.

Deferred Charges

The Company’s deferred charges include financing and leasing costs. Deferred financing costs include legal,
structuring and other loan costs incurred by the Company for its financing agreements. Deferred financing costs
related to the Company’s mortgage notes are recorded as an offset to the related liability and amortized over the
term of the applicable financing instruments as interest expense. Deferred financing costs related to the
Company’s revolving credit facility are recorded as a component of Other Assets on the Company’s
Consolidated Balance Sheets and amortized over the term of the applicable financing agreement. Deferred
leasing costs incurred in connection with new leases, which consist primarily of brokerage and legal fees, are
recorded as a component of Investments in real estate, net on the Company’s Consolidated Balance Sheets and
amortized over the life of the related lease.

Revenue Recognition

The Company commences revenue recognition on its leases based on a number of factors, including the initial
determination that the contract is or contains a lease. Generally, all of the Company’s contracts are, or contain
leases, and therefore revenue is recognized when the lessee takes possession of or controls the physical use of the
leased assets. In most instances this occurs on the lease commencement date. At the inception of a new lease,
including new leases that arise from amendments, the Company assesses the terms and conditions of the lease to
determine the proper lease classification.

The Company adopted the provisions of Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842)
and related ASUs subsequently issued (collectively, “ASC 842”) as of January 1, 2019. A lease is classified as an
operating lease if none of the following criteria are met: (i) ownership transfers to the lessee at the end of the
lease term, (ii) the lessee has a purchase option that is reasonably expected to be exercised, (iii) the lease term is
for a major part of the economic life of the leased property, (iv) the present value of the future lease payments
and any residual value guaranteed by the lessee that is not already reflected in the lease payments equals or
exceeds substantially all of the fair value of the leased property, and (v) the leased property is of such a
specialized nature that it is expected to have no future alternative use to the Company at the end of the lease term.
If one or more of these criteria are met, the lease will generally be classified as a sales-type lease, unless the lease
contains a residual value guarantee from a third party other than the lessee, in which case it would be classified
as a direct financing lease under certain circumstances in accordance with ASC 842.

The Company’s Rental revenue primarily consists of fixed contractual base rent arising from tenant leases at the
Company’s multifamily, industrial and office properties under operating leases. Revenue under operating leases
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that are deemed probable of collection, is recognized as revenue on a straight-line basis over the non-cancelable
terms of the related leases. For leases that have fixed and measurable rent escalations, the difference between
such rental income earned and the cash rent due under the provisions of the lease is recorded in the Consolidated
Balance Sheets. The Company’s Hotel revenue consists of room revenue and food and beverage revenue. Room
revenue is recognized when the related room is occupied and other hotel revenue is recognized when the service
is rendered. For leases that are deemed not probable of collection, revenue is recorded as the lesser of (i) the
amount which would be recognized on a straight-line basis or (ii) cash that has been received from the tenant,
with any tenant and deferred rent receivable balances charged as a direct write-off against rental income in the
period of the change in the collectability determination.

Certain of the Company’s contracts contain nonlease components (e.g., charges for management fees, common
area maintenance, and reimbursement of third-party maintenance expenses) in addition to lease components (i.e.,
monthly rental charges). Services related to nonlease components are provided over the same period of time as,
and billed in the same manner as, monthly rental charges. The Company elected to apply the practical expedient
available under ASC 842, for all classes of assets, not to segregate the lease components from the nonlease
components when accounting for operating leases. Since the lease component is the predominant component
under each of these leases, combined revenues from both the lease and nonlease components are accounted for in
accordance with ASC 842 and reported as rental revenues in the accompanying Consolidated Statements of
Operations.

In connection with its investments, the Company has utilized loan programs designed to encourage housing
development. The proceeds from these loans are governed by restrictive covenants. For certain housing
development loans, so long as the Company remains in compliance with the covenants and program
requirements, the loans will be forgiven in equal annual installments until the loans are discharged in full. The
Company treats these loans as deferred income and records them as a component of Accounts payable, accrued
expenses and other liabilities on the Company’s Consolidated Balance Sheets. As of December 31, 2019 and
2018, deferred income related to these loans amounted to $6.6 million and $0.0 million, respectively. As the loan
balances are reduced during the compliance period, the Company will record income associated with the
discharge of the loans as a component of Other revenue on the Consolidated Statements of Operations. As of
December 31, 2019 and 2018, Other revenue related to these loans amounted to $1.5 million and $0.0 million,
respectively.

Other revenues and interest income are recorded on an accrual basis.

Organization and Offering Expenses

Organization costs are expensed as incurred and recorded as a component of General and administrative expenses
on the Company’s Consolidated Statements of Operations and offering costs are charged to equity as such
amounts are incurred.

The Advisor advanced organization and offering expenses on behalf of the Company (including legal,
accounting, and other expenses attributable to the organization, but excluding upfront selling commissions,
dealer manager fees and stockholder servicing fees) through December 21, 2019, the first anniversary of the date
on which the proceeds from escrow were released. The Company reimburses the Advisor for all such advanced
expenses ratably over a 60 month period following December 21, 2019. These organization and offering costs are
recorded as a component of Due to affiliates on the Company’s Consolidated Balance Sheets as of December 31,
2019 and 2018.

Starwood Capital, L.L.C. (the “Dealer Manager”), a registered broker-dealer affiliated with the Advisor, serves
as the dealer manager for the Offering. The Dealer Manager is entitled to receive selling commissions and dealer
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manager fees based on the transaction price of each applicable class of shares sold in the primary offering. The
Dealer Manager is also entitled to receive a stockholder servicing fee based on the aggregate net asset value
(“NAV?”) of the Company’s outstanding Class T shares, Class S shares and Class D shares.

The following table details the selling commissions, dealer manager fees, and stockholder servicing fees for each
applicable share class as of December 31, 2019:

Class T Class S Class D Class 1
Shares Shares Shares Shares
Selling commissions and dealer manager fees (% of
transaction Price) . ... .......uueneneunenenann... upto3.5% upto3.5% — —
Stockholder servicing fee (% of NAV) ................ 0.85% 0.85% 0.25% —

For Class S shares sold in the primary offering, investors will pay upfront selling commissions of up to 3.5% of
the transaction price. For Class T shares sold in the primary offering, investors will pay upfront selling
commissions of up to 3.0% of the transaction price and upfront dealer manager fees of 0.5% of the transaction
price, however such amounts may vary at certain participating broker-dealers, provided that the sum will not
exceed 3.5% of the transaction price.

The Dealer Manager is entitled to receive stockholder servicing fees of 0.85% per annum of the aggregate NAV
for Class S shares and Class T shares. For Class T shares such stockholder servicing fee includes, an advisor
stockholder servicing fee of 0.65% per annum, and a dealer stockholder servicing fee of 0.20% per annum, of the
aggregate NAV for the Class T shares, however, with respect to Class T shares sold through certain participating
broker-dealers, the advisor stockholder servicing fee and the dealer stockholder servicing fee may be other
amounts, provided that the sum of such fees will always equal 0.85% per annum of the NAV of such shares. The
Class D shares will incur a stockholder servicing fee equal to 0.25% per annum of the aggregate NAV for the
Class D shares. There is no stockholder servicing fee with respect to Class I shares.

The Dealer Manager has entered into agreements with the selected dealers distributing the Company’s shares in
the Offering, which provide, among other things, for the re-allowance of the full amount of the selling
commissions and dealer manager fees received and all or a portion of the stockholder servicing fees to such
selected dealers. The Company will cease paying the stockholder servicing fee with respect to any Class T share,
Class S share or Class D share sold in the primary Offering at the end of the month in which the total selling
commissions, dealer manager fees and stockholder servicing fees paid with respect to the shares held by such
stockholder within such account would exceed 8.75% (or, in the case of Class T shares sold through certain
participating broker-dealers, a lower limit as set forth in any applicable agreement between the Dealer Manager
and a participating broker-dealer) of the gross proceeds from the sale of such share (including the gross proceeds
of any shares issued under the Company’s distribution reinvestment plan with respect thereto). The Company
will accrue the full cost of the stockholder servicing fee as an offering cost at the time each Class T, Class S and
Class D share is sold during the primary Offering. As of December 31, 2019 and 2018, the Company had accrued
$44.1 million and $10.8 million, respectively, of stockholder servicing fees related to shares sold and recorded
such amount as a component of Due to affiliates on the Company’s Consolidated Balance Sheets.

Income Taxes

The Company intends to elect to be taxed as a REIT under the Internal Revenue Code (the “Code”), for federal
income tax purposes, beginning with its taxable year ending December 31, 2019. If the Company qualifies for
taxation as a REIT, it generally will not be subject to U.S. federal corporate income tax on its net taxable income
that is currently distributed to its stockholders. A REIT is subject to a number of organizational and operational
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requirements, including a requirement that it currently distributes at least 90% of its REIT taxable income
(subject to certain adjustments) to its stockholders. If the Company fails to qualify as a REIT in a taxable year,
without the benefit of certain relief provisions, it will be subject to federal and state income tax on its taxable
income at regular corporate tax rates. Even if the Company qualifies for taxation as a REIT, it may also be
subject to certain federal, state, and local taxes on its income and assets, including (1) taxes on any undistributed
income, (2) taxes related to our taxable REIT subsidiaries (“TRSs”) and (3) certain state or local income taxes.

In anticipation of the Company’s REIT election, the Company has formed wholly-owned subsidiaries to function
as TRS’s. In general, a TRS may perform additional services for the Company’s tenants and generally may
engage in any real estate or non-real estate-related business other than management or operation of a lodging
facility or a health care facility. The TRSs will be subject to taxation at the federal, state and local levels, as
applicable, at regular corporate tax rates. The Company accounts for applicable income taxes by utilizing the
asset and liability method. As such, the Company records deferred tax assets and liabilities for the future tax
consequences resulting from the difference between the carrying value of existing assets and liabilities and their
respective tax basis. A valuation allowance for deferred tax assets is provided if the Company believes all or
some portion of the deferred tax asset may not be realized.

The Company filed as a taxable corporation for its tax year ended December 31, 2018. For the years ended
December 31, 2019 and 2018, the Company recognized an income tax expense of $0.1 million and $0.0 million,
respectively, within Other expense on the Company’s Consolidated Statements of Operations. As of

December 31, 2019 and 2018, the Company recorded a deferred tax liability of $0.1 million and $0.0 million
respectively, due to its hotel investments within Other Assets on the Company’s Consolidated Balance Sheets.

Net Loss per Share

Basic net loss per share is computed by dividing net loss for the period by the weighted average number of
common shares outstanding during the period. All classes of common stock are allocated net loss at the same rate
per share and receive the same gross distribution per share. Diluted loss per share is computed by dividing net
loss for the period by the weighted average number of common shares and common share equivalents
outstanding (unless their effect is antidilutive) for the period. There are no common share equivalents outstanding
that would have a dilutive effect as a result of the net loss, and accordingly, the weighted average number of
common shares outstanding is identical for both basic and diluted shares for the years ended December 31, 2019
and 2018.

The restricted stock grants of Class I shares held by the Company’s independent directors are not considered to
be participating securities because they do not contain non-forfeitable rights to distributions. As a result, there is
no impact of these restricted stock grants on basic and diluted net loss per common share until the restricted stock
grants have fully vested.

Recent Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement
of Credit Losses on Financial Instruments, to amend the accounting for credit losses for certain financial
instruments. Under the new guidance, an entity recognizes its estimate of expected credit losses as an allowance,
which the FASB believes will result in more timely recognition of such losses. In November 2018, the FASB
released ASU 2018-19, Codification Improvements to Topic 326, Financial Instruments—Credit Losses. This
amendment clarifies that receivables arising from operating leases are not within the scope of Subtopic 326-20.
Instead, impairment of receivables arising from operating leases should be accounted for in accordance with
Subtopic 842-30, Leases—Lessor. ASU 2016-13 and ASU 2018-19 are effective for interim and annual reporting
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periods in fiscal years beginning after December 15, 2019, with early adoption permitted as of the fiscal year
beginning after December 15, 2018, including adoption in an interim period. The majority of the Company’s
receivables arise in the ordinary course of business from operating leases with its tenants and are therefore not
subject to the guidance in Subtopic 326-20. The Company has determined the adoption of this guidance will not
have a material effect on its consolidated financial statements.

In August 2018, the FASB issued ASU 2018-13, “Fair Value Measurement (Topic 820) — Disclosure
Framework,” which adds new disclosure requirements and modifies or eliminates existing disclosure
requirements of ASC 820. This ASU is effective for annual periods, and interim periods therein, beginning after
December 15, 2019. Early application is permitted. The Company has determined the application of this ASU
does not materially impact the Company.

In December 2019, the FASB issued ASU 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for
Income Taxes.” The amendments simplify the accounting for income taxes by removing certain exceptions to the
general principles of Topic 740, “Income Taxes” and also improve consistent application by clarifying and
amending existing guidance. The new standard is effective for fiscal years, and interim periods within those
fiscal years, beginning after December 15, 2020. Early adoption is permitted, with the amendments to be applied
on a retrospective, modified retrospective or prospective basis, depending on the specific amendment. The
Company is currently evaluating the impact of adopting this guidance.

3. Investments
Investments in Real Estate

Investments in real estate, net consisted of the following ($ in thousands):

December 31,

2019
Building and building improvements ................. $1,455,204
Land and land improvements ....................... 322,520
Furniture, fixtures and equipment ................... 46,268
Total ... 1,823,992
Accumulated depreciation ......................... (25,948)
Investments inreal estate, net . ... ................... $1,798,044

During 2019, the Company acquired interests in 71 properties, which were comprised of 16 multifamily
properties, eight hotel properties, 12 office buildings, 33 industrial assets and two other properties. As of
December 31, 2018, the Company had not commenced its principal operations and had not acquired any real
estate investment properties.
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The following table provides further details of the properties acquired during the year ended December 31, 2019
($ in thousands):

Ownership Number of Acquisition Real Estate
Investment Interest(1) Properties Location Sector Date Acquisition(2)
Florida Multifamily Portfolio ....  100% 4 Jacksonville/Naples, FL Multifamily January 2019 $ 104,049
U.S. Select Service Portfolio . . . .. 100% 8 FL, CO, TN, OH, AR  Hotel January 2019 232,198
Florida Office Portfolio . ........ 97% 11 Jacksonville, FL Office May 2019 233,287
Columbus Mixed Use Portfolio .. 96% 5  Columbus, OH Multifamily/ ~ September- 279,513
Office October 2019
Midwest Industrial Portfolio . .. .. 95% 33 IL, IN, OH, WI Industrial  November 2019 322,451
Savannah Multifamily .......... 100% 1 Savannah, GA Multifamily January 2019 36,847
Phoenix Multifamily ........... 100% 1 Mesa, AZ Multifamily January 2019 46,779
Concord Park Apartments . . ..... 100% 1 Fort Meade, MD Multifamily July 2019 88,203
Cascades Apartments .......... 100% 1 Charlotte, NC Multifamily ~ October 2019 109,824
Thornton Apartments .......... 100% 1 Alexandria, VA Multifamily October 2019 181,678
Exchangeon Erwin ............ 100% 3 Durham, NC Multifamily/ November 2019 112,385
Office/Other
The Griffin .................. 100% 1 Scottsdale, AZ Multifamily December 2019 96,634
Avida Apartments ............. 100% 1 Salt Lake City, UT Multifamily December 2019 87,381
71

$1,931,229

(1) Certain of the investments made by the Company provide the seller or the other partner a profits interest based on certain
internal rate of return hurdles being achieved. Such investments are consolidated by the Company and any profits interest
due to the other partner is reported within non-controlling interests.

(2) Purchase price is inclusive of acquisition-related costs.

The following table summarizes the purchase price allocation for the properties acquired during the year ended
December 31, 2019 ($ in thousands):

U.S.

Midwest Florida Select- Columbus

Industrial Office Thornton Service  Mixed Use

Portfolio Portfolio Apartments Portfolio Portfolio  All Other Total
Building and building

improvements . ............... $233,915 $158,206 $144,345 $164,266 $ 214,109 $ 521,414 $1,436,255

Land and land improvements . . . . .. 60,045 45,809 30,472 42,256 17,262 125,014 320,858
Furniture, fixtures and equipment . . — — 2,581 22,377 9,531 10,769 45,258
In-place lease intangibles ......... 24,061 26,286 2,776 — 11,534 12,948 77,605
Above-market lease intangibles . . . . 2,839 1,544 — — 90 909 5,382
Below-market lease intangibles ....  (2,585) (846) — — (2,549)  (1,059) (7,039)
Other intangibles ............... 1,350 — — 101 25,023 2,219 28,693
Total purchase price(1) .......... $319,625 $230,999 $180,174 $229,000 $ 275,000 $ 672,214 $1,907,012
Assumed mortgage notes(2) . ...... — — — (84,013) (107,731) (136,920) (328,664)
Non-controlling interest . ......... (5,480) (2,880) — — (3,363) — (11,723)
Net purchase price .............. $314,145 $228,119 $180,174 $144,987 $ 163,906 $ 535,294 $1,566,625

(1) Purchase price does not include acquisition related costs and acquired working capital of $24.2 million.

(2) Includes deferred income reported as a component of Accounts payable, accrued expenses and other
liabilities on the Company’s Consolidated Balance Sheets. See Note 2 for additional details on the
Company’s deferred income. See Note 6 for additional details on the Company’s mortgage notes.
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The weighted-average amortization periods for the acquired below-market lease intangibles, in-place lease
intangibles, above-market lease intangibles and other intangibles for the properties acquired during the year
ended December 31, 2019 were six years, four years, five years and twelve years, respectively.

Investments in unconsolidated real estate ventures

On March 13, 2019, the Company entered into a joint venture (the “Joint Venture”) to acquire a Fort Lauderdale
Hotel. The Company owns a 43% interest in the Joint Venture. The Joint Venture is accounted for using the
equity method of accounting and is included in Investment in unconsolidated real estate venture in the
Company’s Consolidated Balance Sheets. The Company’s investment in the Joint Venture totaled $12.2 million
as of December 31, 2019. The Company’s income from its investment in the Joint Venture is presented in
Earnings from unconsolidated real estate ventures on the Company’s Consolidated Statements of Operations and
totaled $0.2 million for the year ended December 31, 2019.

4. Intangibles

The gross carrying amount and accumulated amortization of the Company’s intangible assets and liabilities
consisted of the following ($ in thousands):

December 31,

2019

Intangible assets:(1)

In-place lease intangibles ...................... $ 77,311

Above-market lease intangibles ................. 5,387

Other ... ... . 30,801

Total intangible assets ........................ 113,499
Accumulated amortization:

In-place lease amortization . .................... (12,341)

Above-market lease intangibles ................. (318)

Other ... .. ... (635)

Total accumulated amortization ................. (13,294)

Intangible assets, net . ..., $100,205
Intangible liabilities:(2)

Below-market lease intangibles ................. $ 7,032

Accumulated amortization ..................... (331)

Intangible liabilities, net ....................... $ 6,701

(1) Included in other assets on the Company’s Consolidated Balance Sheets.
(2) Included in accounts payable, accrued expenses and other liabilities on the Company’s Consolidated
Balance Sheets.
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The estimated future amortization on the Company’s intangibles for each of the next five years and thereafter as

of December 31, 2019 is as follows ($ in thousands):

In-place Lease

Above-market

Below-market

Intangibles Lease Intangibles Other Lease Intangibles

2020 ... $24,109 $1,090 $ 3,240 $(1,329)
2021 14,218 1,039 2,933 (1,301)
2022 9,788 782 2,924 (1,050)
2023 6,184 695 2,839 (869)
2024 4,053 414 2,825 (678)
Thereafter ...................... 6,618 1,049 15,405 (1,474)

$64,970 $5,069 $30,166 $(6,701)

As of December 31, 2018, the Company had not commenced its principal operations and had no intangibles.

5. Investments in Real Estate-Related Securities

The following table details the Company’s investments in real estate-related debt securities as of December 31,

2019 ($ in thousands):

Number of Weighted Average Weighted Average

Instrument Positions Coupon(1) Maturity Date(2) Cost Basis  Fair Value
RMBS ... ... ... 49 3.84% September 29, 2046  $185,822 $187,226
CLO ... 12 6.12% May 11, 2031 29,302 29,236
CRT ... 5 4.03% May 29, 2034 37,000 37,066
SFR ... .. 5 3.72% November 26, 2036 12,583 12,552
CMBS ... ... _4 3.73% March 13, 2037 11,473 11,571

E $276,180 $277,651

(1) As of December 31, 2019, our RMBS securities had floating rate coupons ranging from 0.00% to 7.95%,
our CLO securities had floating rate coupons ranging from 4.62% to 8.49%, our CRT securities had floating
rate coupons ranging from 3.79% to 4.24%, our SFR securities had floating rate coupons ranging from
3.37% to 4.22%, and our CMBS securities had floating rate coupons ranging from 3.61% to 5.76%.

(2) Weighted average maturity date is based on the fully extended maturity date of the underlying collateral.

The majority of the Company’s real estate-related securities portfolio consist of non-agency residential
mortgage-backed securities (“RMBS”), collateralized loan obligations (“CLOs”) and credit risk transfer (“CRT"”)
securitizations. The Company has also invested in single-family rental (“SFR”) securitizations and commercial

mortgage-backed securities (“CMBS”).

During the year ended December 31, 2019, the Company recorded net unrealized gains and realized gains on its
real estate-related securities portfolio of $1.5 million and $0.6 million, respectively. Such amounts are recorded
as a component of Income from real estate-related securities on its Consolidated Statements of Operations.
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6. Mortgage Notes and Revolving Credit Facility

The following table is a summary of the mortgage notes and revolving credit facility secured by the Company’s
properties as of December 31, 2019 ($ in thousands):

Maximum
Weighted Average Weighted Average Facility Principal
Indebtedness Interest Rate(1) Maturity Date Size Balance(2)
Fixed rate loans
Fixed rate mortgages . ................. 3.61% 5/5/2029 N/A $1,004,423
Total fixed rate loans . ............ 1,004,423
Variable rate loans
Floating rate mortgages ............... L+ 1.80% 9/28/2024 N/A 240,599
Variable rate revolving credit facility(3) .. L +2.00% 10/21/2020  $200,000 —
Total variable rate loans ........... 240,599
Total loans secured by the Company’s
PIOperties . .............ouiiiininaan.. 1,245,022
Deferred financing costs, net ............... (7,136)
Discount on assumed debt,net .............. 216
Mortgage notes and revolving credit facility,
NEL .« ot $1,238,102

(1) The term “L” refers to the one-month LIBOR. As of December 31, 2019, one-month LIBOR was equal to
1.76%.

(2) The majority of the Company’s mortgages contain yield or spread maintenance provisions.

(3) The Company’s revolving credit facility is used as bridge financing and can be drawn upon to fund the
acquisition of future real estate investments.

The following table presents the future principal payments under the Company’s mortgage notes and revolving
credit facility as of December 31, 2019 ($ in thousands):

Year Amount

2020 . $ 2,962
202 51,049
202 3,235
2023 3,931
2024 . 213,561
Thereafter . ...... ... . . . . . . 970,284
Total . ... .. e $1,245,022

Interest paid on the Company’s mortgage notes and revolving credit facility for the year ended December 31,
2019 was $17.4 million.

The Company’s mortgage notes and revolving credit facility may contain customary events of default and
covenants, including limitations on liens and indebtedness and maintenance of certain financial ratios. The
Company is not aware of any instance of noncompliance with financial covenants as of December 31, 2019.
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7. Repurchase Agreements

Repurchase agreements are treated as collateralized financing transactions and are carried at their contractual
amounts, including accrued interest, as specified in the respective agreements. Although structured as a sale and
repurchase obligation, a repurchase agreement operates as a financing under which securities are pledged as
collateral to secure a short-term loan equal in value to a specified percentage of the market value of the pledged
collateral. While used as collateral, the Company retains beneficial ownership of the pledged collateral, including
the right to distributions. At the maturity of a repurchase agreement, the Company is required to repay the loan
and concurrently receive the pledged collateral from the lender or, with the consent of the lender, renew such
agreement at the then prevailing financing rate. The Company’s repurchase agreements typically have terms of
up to one month at inception.

The carrying amount of the Company’s repurchase agreements approximates fair value due to their short-term
maturities or floating rate coupons. Interest rates on these borrowings are fixed based on prevailing rates
corresponding to the terms of the borrowings, and interest is paid at the termination of the borrowing at which
time the Company may enter into a new borrowing arrangement at prevailing market rates with the same
counterparty or repay that counterparty and negotiate financing with a different counterparty.

The fair value of financial instruments pledged as collateral on the Company’s repurchase agreements disclosed
in the tables below represent the Company’s fair value of such instruments, which may differ from the fair value
assigned to the collateral by its counterparties.

For financial statement purposes, the Company does not offset its repurchase agreements and securities lending
transactions because the conditions for netting as specified by GAAP are not met. Although not offset on the
Consolidated Balance Sheets, these transactions are included in the following table ($ in thousands):

December 31, 2019

Weighted

Average Collateral Outstanding
w Coupon Assets(1) Balance
RMBS . 2.64%  $52,718 $43,640
CLO .. 4.71% 7,962 6,159
CRT .. 2.48% 37,066 31,236

$97,746 $81,035

(1) Represents the fair value of the Company’s investments in real estate-related securities.

Interest paid on the Company’s repurchase agreements for the year ended December 31, 2019 was $3.1 million.
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8. Other Assets and Other Liabilities

The following table summarizes the components of other assets ($ in thousands):

December 31, December 31,

2019 2018
Intangible assets,net ......................... $100,205 $—
Acquisition deposits .. ........ .. 3,050 —
Receivables ............... ... ... ... .. . . . ... 7,763 —
Prepaid expenses ........... ... . ... 1,456 —
Derivative instruments . ....................... 203 —
Interest receivable ............... ... .. ...... — 8
Other ... .. 820 34
Total . ... $113,497 $ 42

The following table summarizes the components of accounts payable, accrued expenses, and other liabilities ($ in
thousands):

December 31, December 31,

2019 2018
Accounts payable and accrued expenses .......... $10,188 $187
Deferredincome .. ................ ... .. . . . ... 6,707 —
Real estate taxes payable ...................... 6,513 —
Distributions payable ......................... 4,216 —
Tenant security deposits . ...................... 3,547 —
Accrued interest eXpense .. ............i.en... 1,993 —
Intangible liabilities,net ...................... 6,701 —
Other ... . 8,114
Total ... $47,979 $187
9. Equity
Authorized Capital

The Company is authorized to issue preferred stock and four classes of common stock consisting of Class T
shares, Class S shares, Class D shares, and Class I shares. The Company’s board of directors has the ability to
establish the preferences and rights of each class or series of preferred stock, without stockholder approval, and
as such, it may afford the holders of any series or class of preferred stock preferences, powers and rights senior to
the rights of holders of common stock. The differences among the common share classes relate to upfront selling
commissions, dealer manager fees and ongoing stockholder servicing fees. See Note 2 for a further description of
such items. Other than the differences in upfront selling commissions, dealer manager fees and ongoing
stockholder servicing fees, each class of common stock is subject to the same economic and voting rights.
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As of December 31, 2019, the Company had the authority to issue 1,100,000,000 shares of capital stock,
consisting of the following:

Number of Par
M Shares Value
Preferred Stock ......... ... ... . . . .. 100,000,000  $0.01
Class TShares . ..., 250,000,000  $0.01
Class SShares . ..., 250,000,000  $0.01
ClassDShares . ..., 250,000,000  $0.01
ClassIShares ......... ... .. 250,000,000  $0.01

Total ... ... .. .. . . 1,100,000,000

Common Stock
The following table details the movement in the Company’s outstanding shares of common stock:

Year ended December 31, 2018

Class T Class S Class D Class I Total
January 1,2018 . ... . — — — 10,000 10,000
Common stockissued ............ .. .. ﬂ 6,610,280 46,075 1,532,000 8,188,838
December 31,2018 . ... ... .. @ 6,610,280 46,075 1,542,000 8,198,838

Year ended December 31, 2019

Class T Class S Class D Class I Total
January 1,2019 ... ... .. 483 6,610,280 46,075 1,542,000 8,198,838
Common stockissued ........................ 1,401,818 19,176,803 1,584,566 14,448,819 36,612,006
Distribution reinvestment . .................... 10,262 383,218 22,453 122,455 538,388
Common stock repurchased ................... — (5,507) — (4,843) (10,350)
Independent directors’ restricted stock grant(1) . ... — — — 5,853 5,853
December 31,2019 . ....... ... ... ... . ... ... 1,412,563 26,164,794 1,653,094 16,114,284 45,344,735

(1) The independent directors’ restricted stock grant represents aggregate $0.2 million of the annual
compensation paid to the independent directors for the years ended December 31, 2019. The grant is
amortized over the one-year service period of such grant.

Distributions

The Company intends to distribute substantially all of its taxable income to its stockholders each year to comply
with the REIT provisions of the Code.

The following table details the aggregate distributions declared for each applicable class of common stock for the

year ended December 31, 2019:

Class T Class S Class D Class I

Aggregate gross distributions declared per share of common

StOCK .« ot $ 1.0905 $ 1.0905 $ 1.0905 $1.0905
Stockholder servicing fee per share of common stock ....... (0.1608) (0.1787) (0.0503) —
Net distributions declared per share of common stock . ...... $0.9297 $0.9118 $ 1.0402 $1.0905

F-22



Starwood Real Estate Income Trust, Inc.
Notes to Consolidated Financial Statements

Share Repurchase Plan

The Company has adopted a share repurchase plan, whereby on a monthly basis, stockholders may request that
the Company repurchase all or any portion of their shares. The Company may choose to repurchase all, some or
none of the shares that have been requested to be repurchased at the end of any particular month, in its discretion,
subject to any limitations in the share repurchase plan. The total amount of aggregate repurchases of Class T,
Class S, Class D, and Class I shares will be limited to 2% of the aggregate NAV per month and 5% of the
aggregate NAV per calendar quarter. Shares are repurchased at a price equal to the transaction price on the
applicable repurchase date, subject to any early repurchase deduction. Shares that have not been outstanding for
at least one year would be repurchased at 95% of the transaction price. Due to the illiquid nature of investments
in real estate, the Company may not have sufficient liquid resources to fund repurchase requests and may elect
not to repurchase some or all of the shares submitted for repurchase in a given period. Further, the Company may
modify, suspend or terminate the share repurchase plan. For the year ended December 31, 2019, the Company
repurchased 10,350 shares of common stock representing a total of $0.2 million. The Company had no unfulfilled
repurchase requests during the year ended December 31, 2019.

Distribution Reinvestment Plan

The Company has adopted a distribution reinvestment plan whereby stockholders (other than clients of
participating broker dealers and residents of certain states that do not permit automatic enrollment in the
distribution reinvestment plan) will have their cash distributions automatically reinvested in additional shares of
common stock unless they elect to receive their distributions in cash. Residents of Alabama, Arkansas, Idaho,
Kansas, Kentucky, Maine, Maryland, Massachusetts, Nebraska, North Carolina, New Jersey, Ohio, Oregon and
Washington and clients of participating broker-dealers that do not permit automatic enrollment in the distribution
reinvestment plan will automatically receive their distributions in cash unless they elect to have their cash
distributions reinvested in additional shares of the Company’s common stock. The per share purchase price for
shares purchased pursuant to the distribution reinvestment plan will be equal to the transaction price before
upfront selling commissions and dealer manager fees at the time the distribution is payable, which will generally
be equal to the Company’s prior month’s NAV per share for that share class. Stockholders will not pay upfront
selling commissions or dealer manager fees when purchasing shares pursuant to the distribution reinvestment
plan. The stockholder servicing fees with respect to shares of the Company’s Class T shares, Class S shares and
Class D shares are calculated based on the NAV for those shares and may reduce the NAV or, alternatively, the
distributions payable with respect to shares of each such class, including shares issued in respect of distributions
on such shares under the distribution reinvestment plan.

10. Related Party Transactions
Acquisition of Initial Investments

On January 3, 2019, the Company acquired a multifamily property portfolio (the “Florida Multifamily Portfolio™)
from an affiliate of the Advisor, for approximately $100 million, excluding closing costs. The Florida
Multifamily Portfolio is a garden style multifamily portfolio totaling 1,150 units and comprised of two properties
located in Jacksonville, Florida and two properties located in Naples, Florida. The affiliate of the Advisor
acquired the Florida Multifamily Portfolio on October 5, 2018 from an unaffiliated third party for approximately
$100 million, excluding closing costs.

On January 3, 2019, the Company acquired a multifamily property (the “Phoenix Property”) from an affiliate of
the Advisor for approximately $46 million, excluding closing costs. The Phoenix Property is a garden style
multifamily property totaling 256 units located in Mesa, Arizona. The affiliate of the Advisor acquired the
Phoenix Property on June 29, 2018 from an unaffiliated third party for approximately $46 million, excluding
closing costs.
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On January 3, 2019, the Company acquired a multifamily property (the “Savannah Property”) from an affiliate of
the Advisor for approximately $36 million, excluding closing costs. The Savannah Property is a new construction
multifamily property located in Savannah, Georgia totaling 203 units. The affiliate of the Advisor acquired the
Savannah Property on July 19, 2018 from an unaffiliated third party for approximately $36 million, excluding
closing costs.

Management Fee and Performance Participation Allocation

The Adbvisor is entitled to an annual management fee equal to 1.25% of the Company’s NAV, payable monthly
as compensation for the services it provides to the Company. The management fee can be paid, at the Advisor’s
election, in cash, shares of common stock, or Operating Partnership units. The Advisor waived its management
fee through March 31, 2019. During the year ended December 31, 2019, the Company incurred management fees
of $5.5 million.

To date, the Advisor has elected to receive the management fee in shares of the Company’s common stock. The
Company issued 210,827 unregistered Class I shares to the Advisor as payment for the management fee and also
had a payable of $1.0 million related to the management fee as of December 31, 2019, which is included in Due
to affiliates on the Company’s Consolidated Balance Sheets. During January 2020, the Advisor was issued
48,049 unregistered Class I shares as payment for the $1.0 million management fee accrued as of December 31,
2019. The shares issued to the Advisor for payment of the management fee were issued at the applicable NAV
per share at the end of each month for which the fee was earned.

Additionally, the Special Limited Partner, an affiliate of the Advisor, holds a performance participation interest
in the Operating Partnership that entitles it to receive an allocation of the Operating Partnership’s total return to
its capital account. Total return is defined as distributions paid or accrued plus the change in NAV. Under the
Operating Partnership agreement, the annual total return will be allocated solely to the Special Limited Partner
after the other unit holders have received a total return of 5% (after recouping any loss carryforward amount) and
such allocation will continue until the allocation between the Special Limited Partner and all other unit holders is
equal to 12.5% and 87.5%, respectively. Thereafter, the Special Limited Partner will receive an allocation of
12.5% of the annual total return. The annual distribution of the performance participation interest will be paid in
cash or Class I units of the Operating Partnership, at the election of the Special Limited Partner. During the year
ended December 31, 2019, the Company recognized $10.4 million of performance participation allocation in the
Company’s Consolidated Statements of Operations as the performance hurdle was achieved as of December 31,
2019.

The 2019 performance participation allocation became payable on December 31, 2019 and, in January 2020, the
Company issued 480,539 Class I units in the Operating Partnership to the Special Limited Partner as payment for
the 2019 performance participation allocation. Such Class I units were issued at the NAV per unit as of
December 31, 2019.
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Due to Affiliates

The following table details the components of Due to affiliates ($ in thousands):

December 31, December 31,
2019 2018

Accrued stockholder servicing fee .. ............. $44,086 $10,830
Advanced organization and offering costs . ........ 7,290 5,822
Performance participation allocation ............. 10,366 —
Accrued managementfee ...................... 1,037 —
Accrued affiliate service provider expenses . ...... 112 —
Advanced operating eXpenses . ................. 450 102

Total ... $63,341 $16,754

Accrued stockholder servicing fee

As described in Note 2, the Company accrues the full amount of the future stockholder servicing fees payable to
the Dealer Manager for Class T, Class S, and Class D shares up to the 8.75% limit at the time such shares are
sold. As of December 31, 2019 and 2018, the Company has accrued $44.1 million and $10.8 million,
respectively, of stockholder servicing fees payable to the Dealer Manager related to the Class T, Class S shares
and Class D shares sold. The Dealer Manager has entered into agreements with the selected dealers distributing
the Company’s shares in the Offering, which provide, among other things, for the re-allowance of the full amount
of the selling commissions and dealer manager fee and all or a portion of the stockholder servicing fees received
by the Dealer Manager to such selected dealers.

Advanced organization and offering costs

As of December 31, 2019 and 2018, the Advisor and its affiliates have incurred $7.3 million and $5.8 million,
respectively, of organization and offering costs (excluding upfront selling commissions, dealer manager fees and
stockholder servicing fees) on behalf of the Company through December 21, 2019. Such amounts will be
reimbursed to the Advisor ratably over 60 months beginning after December 21, 2019.

Advanced operating expenses

As of December 31, 2018, the Advisor had advanced approximately $0.1 million of expenses on the Company’s
behalf for general corporate expenses provided by unaffiliated third parties. Such amounts will be reimbursed to
the Advisor ratably over a 60 month period following December 21, 2019 (the one year anniversary of the release
of the proceeds from the Offering from escrow).

As of December 31, 2019, the Advisor had advanced approximately $0.3 million of expenses on the Company’s
behalf for general corporate expenses. Such amounts will be reimbursed to the Advisor one month in arrears, as
permitted by the Advisory agreement. As of December 31, 2018, the Advisor had not advanced general corporate
expenses on the Company’s behalf.

Accrued affiliate service provider expenses

The Company has engaged and expects to continue to engage Highmark Residential (formerly Milestone
Management), a portfolio company owned by an affiliate of Starwood Capital Group, to provide day-to-day
operational and management services (including leasing, construction management, revenue management,
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accounting, legal and contract management, expense management, and capital expenditure projects and
transaction support services) for a portion of the Company’s multifamily properties. The cost for such services is
a percentage of the gross receipts and project costs respectively (which will be reviewed periodically and
adjusted if appropriate), plus actual costs allocated for transaction support services. During the year ended
December 31, 2019, the Company has incurred approximately $0.7 million of expenses due to Highmark
Residential services in connection with its investments and such amount is included in Rental property operating
expenses on the Company’s Consolidated Statements of Operations.

11. Commitments and Contingencies

As of December 31, 2019 and 2018, the Company is not subject to any material litigation nor is the Company
aware of any material litigation threatened against it.

12. Future Lease Payments

The following table presents the undiscounted future minimum rents the Company expects to receive for its
industrial and office properties ($ in thousands). Leases at the Company’s multifamily properties are short term,
generally 12 months or less, and are therefore not included.

Future

Minimum
Year Rents
2020 . $ 52,637
0 48,964
202 41,377
2023 35,068
2024 e 28,287
Thereafter ... ... ... 67,734
Total . oot $274,067

13. Segment Reporting

The Company operates in six reportable segments: Multifamily properties, Hotel properties, Industrial properties,
Office properties, Other properties and Real Estate-Related Securities. The Company allocates resources and
evaluates results based on the performance of each segment individually. The Company believes that segment net
operating income is the key performance metric that captures the unique operating characteristics of each
segment.

The following table sets forth the total assets by segment ($ in thousands):

December 31, December 31,

2019 2018
Multifamily .......... ... ... ... ... ... $1,038,777 $ —
Hotel ... ... ... . . 253,273 —
Industrial ........ ... . .. ... 330,110 —
Office ... ..o 303,396 —
Other ... .. 39,143 —
Real Estate-Related Securities .. ................ 277,651 —
Other (Corporate) .. ....oovvevrvinineennn.. 147,972 164,963
Total ASSEtS . ... ..ot $2,390,322 $164,963
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Notes to Consolidated Financial Statements

The following table sets forth the financial results by segment for the year ended December 31, 2019 (§ in

thousands):
Real Estate
Related
Multifamily Hotel Industrial Office Other Securities Total
Revenues:
Rental revenue ............ $29768 $ — $2489 $19,022 $511 $ — $ 51,790
Hotel revenue ............. — 40,559 — — — — 40,559
Otherrevenue ............. 1,669 259 — 31 — — 1,959
Total revenues ............ 31,437 40,818 2,489 19,053 511 — 94,308
Expenses:
Rental property operating . . . . 11,396 — 583 6,388 96 — 18,463
Hotel operating ............ — 23,507 — — — — 23,507
Total segment expenses ........ 11,396 23,507 583 6,388 96 — 41,970
Income from real estate-related
SECUrities . .............o..... — — — — — 10,158 10,158
Earnings from unconsolidated real
estate ventures . .............. — 175 — — — — 175
Segment net operating income . .. $ 20,041 $17,486 $ 1,906 $ 12,665 $415 $10,158 $ 62,671
Depreciation and amortization .... $(17,520) $(8,239) $(1,570) $(11,312) $(255) $ —  $(38,896)
General and administrative ... .... (4,523)
Management fees .............. (5,469)
Performance participation
allocation . .................. (10,366)
Interestincome ................ 1,039
Interest expense . .............. (25,311)
Otherexpense ................. (123)
Netloss ...................... $(20,978)
Net loss attributable to non-controlling interests in consolidated joint ventures .............. 152
Net loss attributable to
stockholders ................ $(20,826)

14. Quarterly Financial Information (Unaudited)

The following tables present the Company’s quarterly results ($ in thousands):

2019

Total revenues
Net loss
Net loss per share, basic and diluted

2018

Total revenues
Net loss
Net loss per share, basic and diluted

March31  June 30  September 30 December 31
......... $15,415 $18,745 $24,026 $ 36,122
......... $(2.468) $(3,578) $(3.051)  $(11,729)
......... $ (024) $ (022) $ (0.12) $ (0.30)

March 31 June 30 September 30 December 31
.......... $ — 5 — $ — $§ —
.......... $ (16) $ (16) $ (16) $(1,645)
.......... $(1.55) $(1.60) $(1.60) $ (1.66)



Starwood Real Estate Income Trust, Inc.
Notes to Consolidated Financial Statements

15. Subsequent Events
Acquisitions

Subsequent to December 31, 2019, the Company acquired an aggregate of approximately $1.5 billion of real
estate across four separate transactions, exclusive of closing costs and related working capital. The acquisitions
were related to multifamily and office properties.

Subsequent to December 31, 2019, the Company acquired approximately $78.4 million of real estate-related
securities.

Coronavirus Outbreak

In December 2019, a novel strain of coronavirus emerged in Wuhan, Hubei Province, China. While initially the
outbreak was largely concentrated in China and caused significant disruptions to its economy, it has now spread
to several other countries and infections have been reported globally. The World Health Organization has
declared the coronavirus outbreak a pandemic, and the Health and Human Services Secretary has declared a
public health emergency in the United States in response to the outbreak. Due to the fact the Company’s property
portfolio is comprised entirely of real property located in the United States, the coronavirus will impact the
Company’s operating results to the extent that its continued spread reduces occupancy, negatively impacts the
ability to obtain necessary goods and services or provide adequate staffing, increases the cost of operation or
results in limited hours or necessitates the closure of the Company’s properties. The extent to which the
coronavirus impacts the Company’s operations will depend on future developments, which are highly uncertain
and cannot be predicted with confidence, including the duration of the outbreak, new information that may
emerge concerning the severity of the coronavirus and the actions taken to contain the coronavirus or treat its
impact, among others. At this time, the Company is unable to estimate the impact of this event on its operations.

Dealer Manager Agreement

On February 3, 2020, the Company and the Dealer Manager entered into the Amended and Restated Dealer
Manager Agreement (the “Amended and Restated Dealer Manager Agreement”) that made certain changes to the
underwriting compensation paid with respect to the Class D Shares, among other changes. Pursuant to the
Amended and Restated Dealer Manager Agreement, the Dealer Manager is entitled to receive upfront selling
commissions of up to 1.5% of the transaction price of each Class D Share sold in the primary portion of the
public offering.

Status of the Offering

As of March 20, 2020, the Company had sold an aggregate of 64,867,752 shares of its common stock (consisting
of 2,020,916 Class T shares, 35,793,975 Class S shares, 2,295,861 Class D shares, and 24,757,000 Class I shares)
in the Offering resulting in net proceeds of approximately $1.4 billion to the Company as payment for such
shares.
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Schedule IIT — Real Estate and Accumulated Depreciation as of December 31, 2019 ($ in thousands)—
(Continued)

The following table summarizes activity for real estate and accumulated depreciation for the year ended
December 31, 2019 ($ in thousands):

December 31,

2019
Real Estate:
Balance at the beginning of year ................ $ —
Additions during the year:
Land and land improvements ............... 322,520
Furniture, fixtures and equipment ........... 46,268
Building and building improvements ......... 1,455,204
Balance at theend of theyear .. ................. $1,823,992
Accumulated Depreciation:
Balance at the beginning of the year ............. $ —
Accumulated depreciation ................. (25,948)
Balance attheend of theyear .. ................. $ (25,948)
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