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NorthStar Realty Finance Corp. Analyst:  Brian Johnke
NYSE: NRF Sector: Financials

BUY Price Target: $24
Key Statistics as of 3/19/2015 Thesis Points:

Market Price: $18.57 e Expanding Healthcare Real Estate Portfolio
Industry: Real Estate Investment Trust

Market Cap: $5.75 B e Added to MSCI US REIT Index

52-Week Range: $14.06-19.74 e Spin-Off of European Investments (NRE)

Beta: 0.96

e High Yield Dividend

Company Description:

NorthStar Realty Finance Corp., a real estate investment trust (REIT), operates as a commercial real estate (CRE)
investment and asset management company in the United States. It focuses on originating, structuring, acquiring, and
managing senior and subordinate debt investments secured primarily by commercial, multifamily, and healthcare
properties, which include first mortgage loans, subordinate mortgage interests, mezzanine loans, credit tenant loans, and
other loans, such as preferred equity interests in borrowers who own such properties. The company's net lease propetties
primarily include office, industrial, and retail properties leased under net leases to corporate tenants; and healthcare
properties focusing on mid-acuity facilities, such as skilled nursing and assisted living facilities leased under net leases to
healthcare operators; and manufactured housing communities. Its asset management business focuses on commercial real
estate related activities, such as sponsoring and advising its sponsored REITSs; and managing and advising its collateralized
debt obligation financing transactions. NorthStar Realty Finance Corp. also invests in CRE securities, including CMBS,
unsecured REIT debt, and CDO notes backed primarily by CRE securities and CRE debt. The company has elected to
be taxed as a REIT and it would not be subject to federal income tax, provided it distributes at least 90% of its taxable
income to its shareholders. NorthStar Realty Finance Corp. was founded in 1997 and is headquartered in New York, New
York. (CIQ)
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Recommendation

As a diversified REIT with a high and growing dividend,
NorthStar Realty Finance is a BUY with a one year target
price of $24, which combined with its high yield and
growing dividend of nearly 10% NorthStar Realty
Finance provides a great investment opportunity. Look
for advance in 2015 as it completes the spin-off of its
European portfolio into a separate publicly traded REIT
(NRE). Moving forward, NRF’s diverse portfolio and
ability to identify lucrative investment opportunities will
play a key role as the company continues to grow.

Expanding Healthcare Portfolio

NorthStar has built its healthcare real estate portfolio to
463 properties totaling neatly $5.8 billion since its
inception in 2004. NorthStar’s healthcare investments
currently make up about 38% of its total portfolio which
is by far its largest investment sector.
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*NRE’s Real Estate Investments by type

NorthStar’s management team understands the
tremendous opportunity that the healthcare sector
presents over the next few decades and has positioned
NorthStar to be able to take advantage of it. The neatly
77 million people that make up the baby boomer
generation began to retire in 2011, combined with
increasing life expectancies; there will be an increased
need for non-acute care facilities in the coming years.
NorthStar is ready to take advantage of the increased
demand for non-acute care facilities by specifically
targeting these kinds of investments in recent years.
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Healthcare by Property Type?
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On December 3, 2014 NorthStar announced the closing
of a $4 billion acquisiton of Griffin-American
Healthcare REIT II. The acquisition includes a portfolio
of 289 medical office buildings, senior housing, skilled
nursing facilities and hospitals diversified across 32 states
and the United Kingdom. NorthStar is well positioned to
capitalize on the positive trends in the health care real

estate it targets.

Added to MSCI US REIT Index

In 2014, NorthStar made the transition from a mortgage
REIT to a traditional REIT. Transitional REIT’s are
required to have over 75% in owned real estate assets;
NorthStar’s current number is approximately 79%. As a
result of this transition NorthStar is now a member of
the MSCI US REIT Index, an index that it has
outperformed by neatly 10% annually since 2004.
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*Componnded annual return October 2004-March 2015

NotthStar’s addition to the MSCI index is a direct result
of its Griffin-American Healthcare REIT II acquisition.
As a result of this move, NorthStar should see an
increase in institutional buying in the coming years.
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Spin-Off of European Investments (NRE)

On February 26, 2015 NorthStar announced plan to spin
off its European real estate portfolio into a separate
publically traded REIT. Known as NorthStar Realty
Europe, the new REIT is comprised of 50 properties
worth approximately $2 billion located mainly in
Germany, the United Kingdom, and France.
The spinoff provides a few advantages to NorthStar
investors:

e Take advantage of the opportunity in Europe

e Rid themselves of the risk in Europe
NorthStar’s BEuropean portfolio is currently undervalued
in comparison to European REIT’s. NorthStar trades at
approximately 10.7x cash flow while European
Commercial REIT’s trade at neatly 22x cash flow, this
excludes the 30x cash flow that the average REIT in the
United Kingdom trades at.
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There is no disputing the fact that the Euro’s recent
decline has had an effect on NorthStar’s European
investments, especially the value of lease payments
collected. Investors that ate uncertain about the future of
the Euro may look towards NorthStar Realty Finance
once the spinoff is complete.

High Dividend Yield

A major reason to consider an investment in NorthStar
is its high vyield dividend. The amount of cash
distributions paid by NorthStar to sharcholders has

rebounded substantially since the recession starting in
20009.

European REIT Comparables - Cash Flow Multiple™
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*INRF historical guarterly dividend graph (2005-15)
As an REIT, NorthStar is required to distribute at least
90% of its taxable income to shareholders annually. This
means that as NorthStar grows, so will its dividend
payments. On March 13, 2015 distributed $.40 to
shareholders which, when annualized, provides an 8.7%
return.
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MorthStar Realty Finance

Target Return
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