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PROSPECTUS SUPPLEMENT

(To Prospectus dated December 16, 2003)

5,000,000 Shares

Common Stock

We are offering and selling 5,000,000 shares of our common stock. Our common stock is listed on the New York Stock Exchange under the
symbol "SFI." The last reported sale price of our common stock on the New York Stock Exchange on December 16, 2003 was $39.15 per share.

Investing in our common stock involves risks. For a description of these risks, see "Risk Factors" beginning on page 2
of the accompanying prospectus.

Per Share Total

Public offering price $ 38.50 $ 192,500,000
Underwriting discount $ 0.284 $ 1,420,000
Proceeds to us (before expenses) $ 38.216 $ 191,080,000
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

Lehman Brothers expects to deliver the common stock on or about December 22, 2003.

LEHMAN BROTHERS
December 16, 2003
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        You should rely only on the information contained or incorporated by reference in this prospectus supplement and the accompanying
prospectus. We have not, and the underwriter has not, authorized any other person to provide you with different information. If anyone provides
you with different or inconsistent information, you should not rely on it. We are not, and the underwriter is not, making an offer to sell these
securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this prospectus
supplement, the accompanying prospectus and the documents incorporated by reference is accurate only as of their respective dates. Our
business, financial condition, results of operations and prospects may have changed since those dates.

i

FORWARD-LOOKING STATEMENTS

        We make statements in this prospectus supplement, the accompanying prospectus and the documents we incorporate by reference that are
considered "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934, which are usually identified by the use of words such as "will," "anticipates," "believes," "estimates," "expects,"
"projects," "plans," "intends," "should" or similar expressions. We intend these forward-looking statements to be covered by the safe harbor
provisions for forward-looking statements contained in the Private Securities Reform Act of 1995 and are including this statement for purposes
of complying with those safe harbor provisions. These forward-looking statements reflect our current views about our plans, strategies and
prospects, which are based on the information currently available to us and on assumptions we have made. Although we believe that our plans,
intentions and expectations as reflected in or suggested by those forward-looking statements are reasonable, we can give no assurance that the
plans, intentions or expectations will be achieved. We have discussed in this prospectus supplement and the accompanying prospectus some
important risks, uncertainties and contingencies which could cause our actual results, performance or achievements to be materially different
from the forward-looking statements we make in these documents.

        We assume no obligation to update publicly any forward-looking statements, whether as a result of new information, future events or
otherwise. In evaluating forward-looking statements, you should consider these risks and uncertainties, together with the other risks described
from time to time in our reports and documents filed with the SEC, and you should not place undue reliance on those statements.

ii
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iSTAR FINANCIAL INC.

        We are the largest publicly traded finance company focused exclusively on the commercial real estate industry. We provide custom-tailored
financing to high-end private and corporate owners of real estate nationwide, including senior and junior mortgage debt, senior, mezzanine and
subordinated corporate capital, and corporate net lease financing. Our objective is to generate consistent and attractive returns on our invested
capital by providing innovative and value-added financing solutions to our customers. We are taxed as a real estate investment trust.

        Our principal executive offices are located at 1114 Avenue of the Americas, New York, New York 10036, and our telephone number is
(212) 930-9400. Our website is www.istarfinancial.com. The information on our website is not considered part of this prospectus supplement or
the accompanying prospectus. Our six primary regional offices are located in Atlanta, Boston, Dallas, Denver, Hartford and San Francisco. iStar
Asset Services, our loan servicing subsidiary, is located in Hartford, and iStar Real Estate Services, our corporate facilities management division,
is headquartered in Atlanta.

RECENT DEVELOPMENTS

        On December 9, 2003 we sold 3,200,000 shares of our 7.65% Series G Cumulative Redeemable Preferred Stock, liquidation preference of
$25.00 per share, to Bear, Stearns & Co. Inc. in exchange for 1,600,000 shares of our Series A Cumulative Redeemable Preferred Stock,
liquidation value $50.00 per share, then owned by Bear, Stearns & Co. Inc. Bear, Stearns & Co. Inc. is conducting a public offering of the
Series G Preferred Stock which it intends to close on December 19, 2003. We will not receive any cash proceeds from this offering.

        On December 12, 2003 we issued $350 million aggregate principal amount of our 6.0% Senior Notes due 2010 and $150 million aggregate
principal amount of our 6.5% Senior Notes due 2013. We used the net proceeds from the sale of the notes to repay a portion of our outstanding
secured indebtedness.

USE OF PROCEEDS

        We estimate that the net proceeds from this offering will be approximately $191.0 million, after deducting underwriting discounts and
commissions and expenses of the offering. We intend to use the net proceeds to repay indebtedness outstanding under one of our secured credit
facilities. At September 30, 2003, the maturity of this facility was 1.9 years and the interest rate was 2.90%. We used the borrowings being
repaid to fund our originations of certain loan and corporate tenant lease investments. The amount being repaid under the credit facility will be
available for future borrowings for the origination of new loan and corporate tenant lease investments and for working capital purposes.

        An affiliate of Lehman Brothers Inc., the underwriter of this offering, is a lender under the secured credit facility being partially repaid. See
the "Underwriting" section in this prospectus supplement.

S-1

UNDERWRITING

        Under the terms of an underwriting agreement, which we will file as an exhibit to our current report on Form 8-K relating to this offering,
Lehman Brothers Inc. has agreed to purchase from us 5,000,000 shares of our common stock.

        The underwriting agreement provides that the underwriter is obligated to purchase, subject to certain conditions, all of the shares of our
common stock in the offering if any are purchased. The conditions contained in the underwriting agreement include requirements that:

�
the representations and warranties made by us to the underwriter are true;

�
there has been no material adverse change in our condition or in the financial markets; and

�
we deliver customary closing documents to the underwriter.
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Commissions and Expenses

        We have been advised by the underwriter that it proposes to offer the shares directly to the public at the public offering price presented on
the cover of this prospectus supplement. After the offering, the underwriter may change the public offering price and other offering terms.

        The following table summarizes the underwriting discounts and commissions we will pay to the underwriter. The underwriting fee is the
difference between the initial price to the public and the amount the underwriter pays us for the shares.

Per share $ 0.284
Total $ 1,420,000

        We estimate that the total expenses of the offering, excluding underwriting discounts and commissions payable by us, will be
approximately $85,000.

Lock-Up Agreement

        We have agreed that, for a period of 60 days after the date of this prospectus supplement, we will not, without the prior written consent of
the underwriter, offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any additional shares of our common stock or
securities convertible into or exchangeable or exercisable for any shares of our common stock. The underwriter allowed certain exceptions to
these restrictions.

Indemnification

        We have agreed to indemnify the underwriter against liabilities, including liabilities under the Securities Act, or to contribute to payments
that may be required to be made in respect of these liabilities.

Stabilization, Short Positions and Penalty Bids

        In connection with this offering, the underwriter may engage in over-allotment, stabilizing transactions, syndicate covering transactions,
and penalty bids or purchases for the purpose of pegging, fixing or maintaining the price of the shares, in accordance with Regulation M under
the Securities Exchange Act of 1934, as amended:

�
Over-allotment involves sales by the underwriter of shares of common stock in excess of the number of shares the
underwriter is obligated to purchase, which creates a syndicate short position. The underwriter may close out any short
position by purchasing shares of common stock in the open market.

S-2

�
Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a
specified maximum.

�
Syndicate covering transactions involve purchases of the shares in the open market after the distribution has been completed
in order to cover syndicate short positions.

�
Penalty bids permit the underwriter to reclaim a selling concession from a syndicate member when the shares originally sold
by the syndicate member are purchased in a stabilizing or syndicate covering transaction to cover syndicate short positions.

        These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market
price of our common stock or preventing or retarding a decline in the market price of our common stock. As a result, the price of our common
stock may be higher than the price that might otherwise exist in the open market. These transactions may be effected on the New York Stock
Exchange or otherwise and, if commenced, may be discontinued at any time.
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        Neither we nor the underwriter make any representation or prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of our common stock. In addition, neither we nor the underwriter make any representation that the
underwriter will engage in these stabilizing transactions or that any transaction, once commenced, will not be discontinued without notice.

Electronic Distributions

        A prospectus in electronic format may be made available on the Internet sites or through other online services maintained by the
underwriter and/or selling group members participating in this offering, or by their affiliates. In those cases, prospective investors may view
offering terms online and, depending upon the particular underwriter or selling group member, prospective investors may be allowed to place
orders online. The underwriter may agree with us to allocate a specific number of shares for sale to online brokerage account holders. Any such
allocation for online distributions will be made by the underwriter on the same basis as other allocations.

        Other than this prospectus supplement and the accompanying prospectus in electronic format, the information on the underwriter's or any
selling group member's web site and any information contained in any other web site maintained by the underwriter or a selling group member is
not part of this prospectus supplement or the accompanying prospectus or the registration statement of which they form a part, has not been
approved and/or endorsed by us or by Lehman Brothers Inc. or any selling group member in its capacity as underwriter or selling group member
and should not be relied upon by investors.

Affiliates

        The underwriter and some of its affiliates have engaged in, and may in the future engage in, investment banking and other commercial
dealings in the ordinary course of business with us. They have received customary fees and commissions for these transactions.

        In addition, an affiliate of Lehman Brothers Inc. is a lender under the secured credit facility being partially repaid with the net proceeds of
this offering. Accordingly, this affiliate will receive a portion of the net proceeds of this offering.

S-3

LEGAL MATTERS

        The legality of the common stock offered by this prospectus supplement and the accompanying prospectus will be passed upon for us by
Clifford Chance US LLP, New York, New York. Certain legal matters will be passed upon for the underwriter by Skadden, Arps, Slate,
Meagher & Flom LLP, New York, New York. Clifford Chance US LLP will rely upon the opinion of Venable LLP with respect to certain
matters of Maryland law. Skadden, Arps, Slate, Meagher & Flom LLP provides legal services to us from time to time.

EXPERTS

        The financial statements incorporated in this prospectus supplement by reference to our Annual Report on Form 10-K for the year ended
December 31, 2002 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the
authority of said firm as experts in auditing and accounting.

S-4

PROSPECTUS

iSTAR FINANCIAL INC.
Common Stock
Preferred Stock
Depositary Shares
Debt Securities

and
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Warrants

        We may from time to time offer our common stock, preferred stock (which we may issue in one or more series), depositary shares
representing shares of preferred stock, debt securities (which we may issue in one or more series) or warrants entitling the holders to purchase
common stock, preferred stock, depositary shares or debt securities, at an aggregate initial offering price which will not exceed $1,000,000,000.
We will determine when we sell securities, the amounts of securities we will sell and the prices and other terms on which we will sell them. We
may sell securities to or through underwriters, through agents or directly to purchasers.

        We will describe in a prospectus supplement, which we will deliver with this prospectus, the terms of particular securities which we offer in
the future. We may describe the terms of those securities in a term sheet which will precede the prospectus supplement.

        In each prospectus supplement we will include the following information:

�
The names of the underwriters or agents, if any, through which we will sell the securities.

�
The proposed amount of securities, if any, which the underwriters will purchase.

�
The compensation, if any, of those underwriters or agents.

�
The initial public offering price of the securities.

�
Information about securities exchanges, electronic communications networks or automated quotation systems on which the
securities will be listed or traded.

�
Any other material information about the offering and sale of the securities.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED
THAT THIS PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

An investment in these securities entails certain material risks and uncertainties that should be considered. See "Risk Factors" on page 2 of
this prospectus.

December 16, 2003
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i

ABOUT THIS PROSPECTUS

        This prospectus is part of a shelf registration statement. Under this shelf registration statement, we may sell any combination of common
stock, preferred stock, depositary shares representing shares of preferred stock, debt securities or warrants entitling the holders to purchase
common stock, preferred stock, depositary shares or debt securities in one or more offerings for total proceeds of up to $1,000,000,000. This
prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide a prospectus
supplement that will contain specific information about the terms of that offering. The prospectus supplement may add, update or change
information contained in this prospectus. Before you buy any of our securities, it is important for you to consider the information contained in
this prospectus and any prospectus supplement together with additional information described under the heading "Incorporation of Certain
Documents By Reference."

FORWARD-LOOKING STATEMENTS

        We make statements in this prospectus and the documents we incorporate by reference that are considered "forward-looking statements"
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, which are usually
identified by the use of words such as "will," "anticipates," "believes," "estimates," "expects," "projects," "plans," "intends," "should" or similar
expressions. We intend those forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained
in the Private Securities Reform Act of 1995 and are including this statement for purposes of complying with these safe harbor provisions. These
forward-looking statements reflect our current views about our plans, strategies and prospects, which are based on the information currently
available to us and on assumptions we have made. Although we believe that our plans, intentions and expectations as reflected in or suggested
by those forward-looking statements are reasonable, we can give no assurance that the plans, intentions or expectations will be achieved. We
have listed below and have discussed elsewhere in this prospectus some important risks, uncertainties and contingencies which could cause our
actual results, performances or achievements to be materially different from the forward-looking statements we make in this prospectus. These
risks, uncertainties and contingencies include, but are not limited to, the following:

1.
The success or failure of our efforts to implement our current business strategy.

2.
Economic conditions generally and in the commercial finance and real estate markets specifically.

3.
The performance and financial condition of borrowers and corporate customers.

4.
The actions of our competitors and our ability to respond to those actions.

5.
The cost of our capital, which depends in part on our asset quality, the nature of our relationships with our lenders and other
capital providers, our business prospects and outlook, and general market conditions.

6.
Changes in governmental regulations, tax rates and similar matters.

7.
Legislative and regulatory changes (including changes to laws governing the taxation of REITs).

8.
Other factors discussed under the heading "Risk Factors" or which may be discussed in a prospectus supplement.
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        We assume no obligation to update publicly any forward-looking statements, whether as a result of new information, future events or
otherwise. In evaluating forward-looking statements, you should consider these risks and uncertainties, together with the other risks described
from time to time in our reports and documents filed with the SEC, and you should not place undue reliance on those statements.

iSTAR FINANCIAL INC.

        We are the largest publicly traded finance company focused exclusively on the commercial real estate industry. We provide custom-tailored
financing to high-end private and corporate owners of real estate nationwide, including senior and junior mortgage debt, senior, mezzanine and
subordinated corporate capital, and corporate net lease financing. Our objective is to generate consistent and attractive returns on our invested
capital by providing innovative and value-added financing solutions to our customers. We are taxed as a real estate investment trust.

        Our principal executive offices are located at 1114 Avenue of the Americas, New York, New York 10036, and our telephone number is
(212) 930-9400. Our website is istarfinancial.com. Information on our website is not considered part of this prospectus. Our six primary regional
offices are located in Atlanta, Boston, Dallas, Denver, Hartford and San Francisco. iStar Asset Services, our loan servicing subsidiary, is located
in Hartford, and iStar Real Estate Services, our corporate facilities management division, is headquartered in Atlanta.

RISK FACTORS

This section describes material risks of purchasing our securities. You should carefully consider these risks, in addition to the other
information contained in this prospectus or incorporated in this prospectus by reference, before purchasing any of the securities offered by this
prospectus. In connection with the forward-looking statements that appear in this prospectus, you should carefully review the factors discussed
below and the cautionary statements referred to in "Forward-Looking Statements."

We Are Subject to Risks Relating to Our Lending Business.

We may suffer a loss if a borrower defaults on a non-recourse loan or on a loan that is not secured by underlying real estate.

        In the event of a default by a borrower on a non-recourse loan, we will only have recourse to the real estate assets securing the loan. For this
purpose, we consider loans made to special purpose entities formed solely for the purpose of holding and financing particular assets to be
non-recourse loans. If the underlying asset value is below the loan amount, we will suffer a loss. Conversely, we sometimes make loan
investments that are unsecured or are secured by equity interests in the borrowing entities. These loans are subject to the risk that other lenders
may be directly secured by the real estate assets of the borrower. In the event of a default, those secured lenders would have priority over us with
respect to the proceeds of a sale of the underlying real estate.

        In the cases described above, we may lack control over the underlying asset securing our loan or the underlying assets of the borrower prior
to a default, and, as a result, their value may be reduced by acts or omissions by owners or managers of the assets. As of June 30, 2003, 83.3% of
our loans are non-recourse, based upon the gross carrying value of our loan assets, and 9.0% of our total investments, based on gross carrying
value, consist of loans that are unsecured or secured by equity interests in the borrowing entity.

We may suffer a loss in the event of a default or bankruptcy of a borrower, particularly in cases where the borrower has incurred debt that is
senior to our loan.

        If a borrower defaults on our loan but does not have sufficient assets to satisfy our loan, we may suffer a loss of principal or interest. In the
event of a borrower bankruptcy, we may not have full recourse to the assets of the borrower, or the assets of the borrower may not be sufficient
to satisfy our loan. In addition, certain of our loans are subordinate to other debt of the borrower. If a borrower defaults on our loan or on debt
senior to our loan, or in the event of a borrower bankruptcy, our loan will be satisfied only after the senior debt. Where debt senior to our loans
exists, the presence of

2
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intercreditor arrangements may limit our ability to amend our loan documents, assign our loans, accept prepayments, exercise our remedies
(through "standstill" periods) and control decisions made in bankruptcy proceedings relating to borrowers. Bankruptcy and borrower litigation
can significantly increase the time needed for us to acquire underlying collateral in the event of a default, during which time the collateral may
decline in value. In addition, there are significant costs and delays associated with the foreclosure process.

We are subject to the risk that provisions of our loan agreements may be unenforceable.

        Our rights and obligations with respect to our loans are governed by written loan agreements and related documentation. It is possible that a
court could determine that one or more provisions of a loan agreement are unenforceable, such as a loan prepayment provision or the provisions
governing our security interest in the underlying collateral. If this were to happen with respect to a material asset or group of assets, we could be
adversely affected.

We are subject to the risks associated with loan participations, such as less than full control rights.

        Some of our assets are participating interests in loans in which we share the rights, obligations and benefits of the loan with other
participating lenders. We may need the consent of these parties to exercise our rights under such loans, including rights with respect to
amendment of loan documentation, enforcement proceedings in the event of a default and the institution of, and control over, foreclosure
proceedings. Similarly, a majority of the participants may be able to take actions to which we object but to which we will be bound if our
participation interest represents a minority interest. We may be adversely affected by this lack of full control.

We Are Subject to Risks Relating to Our Corporate Tenant Lease Business.

Lease expirations, lease defaults and lease terminations may adversely affect our revenue.

        Lease expirations, lease defaults and lease terminations may result in reduced revenues if the lease payments received from replacement
corporate tenants are less than the lease payments received from the expiring, defaulting or terminating corporate tenants. In addition, lease
defaults by one or more significant corporate tenants, lease terminations by corporate tenants following events of casualty or takings by eminent
domain, or the failure of corporate tenants under expiring leases to elect to renew their leases, could cause us to experience long periods with no
revenue from a facility and to incur substantial capital expenditures in order to obtain replacement corporate tenants.

        As of June 30, 2003, 12.4% of our annualized total revenues for the quarter ended June 30, 2003 were derived from our five largest
corporate tenant customers. As of June 30, 2003, the percentage of our revenues (based on total revenues for the quarter ended June 30, 2003,
annualized) that are subject to expiring leases during each year from 2003 through 2006 is as follows:

2003 1.8%
2004 3.9%
2005 2.0%
2006 4.9%

We may need to make significant capital improvements to our corporate facilities in order to remain competitive.

        Our corporate facilities may face competition from newer, more updated facilities. In order to remain competitive, we may need to make
significant capital improvements to our existing corporate facilities. In addition, in the event we need to re-lease a corporate facility, we may
need to make

3

significant tenant improvements, including conversions of single tenant buildings to multi-tenant buildings. The costs of these improvements
could adversely affect our financial performance.

Our ownership interests in corporate facilities are illiquid, hindering our ability to mitigate a loss.

        Since our ownership interests in corporate facilities are illiquid, we may lack the necessary flexibility to vary our investment strategy
promptly to respond to changes in market conditions. In addition, if we have to foreclose on an asset or if we desire to sell it in an effort to
recover or mitigate a loss, we may be unable to do so at all, or only at a discount.

We Are Subject to Risks Relating to Our Asset Concentration.
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        As of June 30, 2003, the average size of our lending and leasing investments was $29.2 million. No single investment represented more
than 3.5% of our total revenues for the fiscal quarter ended June 30, 2003. While our asset base is diversified by product line, asset type, obligor,
property type and geographic location, it is possible that if we suffer losses on a portion of our larger assets, our financial performance could be
adversely impacted.

Because We Must Distribute a Portion of Our Income, We Will Continue to Need Additional Debt and/or Equity Capital to Grow.

        We must distribute at least 90% of our taxable net income to our stockholders to maintain our REIT status. As a result, those earnings will
not be available to fund investment activities. We have historically funded our investments by borrowing from financial institutions and raising
capital in the public and private capital markets. We expect to continue to fund our investments this way. If we fail to obtain funds from these
sources, it could limit our ability to grow, which could have a material adverse effect on the value of our common stock. Our taxable net income
has historically been lower than the cash flow generated by our business activities, primarily because our taxable net income is reduced by
non-cash expenses, such as depreciation and amortization. As a result, our dividend payout ratio as a percentage of free cash flow has generally
been lower than our payout ratio as a percentage of taxable net income. Our common stock dividends for the year ended December 31, 2002
represented approximately 74.1% of our cash flows provided by operating activities less preferred dividends for 2002.

Our Growth Is Dependent on Leverage, Which May Create Other Risks.

        Our success is dependent, in part, upon our ability to grow our assets through the use of leverage. Our ability to obtain the leverage
necessary for execution of our business plan will ultimately depend upon our ability to maintain interest coverage ratios meeting market
underwriting standards that will vary according to lenders' assessments of our creditworthiness and the terms of the borrowings. As of June 30,
2003, our debt-to-book equity ratio was 1.8x and our total debt obligations outstanding were approximately $3.84 billion. Our charter does not
limit the amount of indebtedness which we may incur. Our Board of Directors has overall responsibility for our financing strategy. Stockholder
approval is not required for changes to our financing strategy. If our Board of Directors decided to increase our leverage, it could lead to reduced
or negative cash flow and reduced liquidity.

        The percentage of leverage used will vary depending on our estimate of the stability of iStar Financial's cash flow. To the extent that
changes in market conditions cause the cost of such financing to increase relative to the income that can be derived from the assets originated,
we may reduce the amount of our leverage.

        Leverage creates an opportunity for increased net income, but at the same time creates risks. For example, leveraging magnifies changes in
our net worth. We will incur leverage only when there is an expectation that it will enhance returns, although there can be no assurance that our
use of leverage will prove to be beneficial. Moreover, there can be no assurance that we will be able to meet our debt service obligations and, to
the extent that we cannot, we risk the loss of some or all of our assets or a financial loss if we are required to liquidate assets at a commercially
inopportune time.

4

        We and our subsidiaries are parties to agreements and debt instruments that restrict future indebtedness and the payment of dividends,
including indirect restrictions (through, for example, covenants requiring the maintenance of specified levels of net worth and earnings to debt
service ratios) and direct restrictions. As a result, in the event of a deterioration in our financial condition, these agreements or debt instruments
could restrict our ability to pay dividends. Moreover, if we fail to pay dividends as required by the Internal Revenue Code, whether as a result of
restrictive covenants in our debt instruments or otherwise, we may lose our status as a REIT. For more information regarding the consequences
of loss of REIT status, please read the risk factor entitled "We May Be Subject to Adverse Consequences if We Fail to Qualify as a Real Estate
Investment Trust."

We Utilize Interest Rate Hedging Arrangements Which May Adversely Affect Our Borrowing Cost and Expose Us to Other Risks.

        We have variable rate lending assets and variable rate debt obligations. These assets and liabilities create a natural hedge against changes in
variable interest rates. This means that as interest rates increase, we earn more on our variable rate lending assets and pay more on our variable
rate debt obligations and, conversely, as interest rates decrease, we earn less on our variable rate lending assets and pay less on our variable rate
debt obligations. When our variable rate debt obligations exceed our variable rate lending assets, we utilize derivative instruments to limit the
impact of changing interest rates on our net income. We do not use derivative instruments to hedge assets or for speculative purposes. The
derivatives instruments we use are typically in the form of interest rate swaps and interest rate caps. Interest rate swaps effectively change
variable rate debt obligations to fixed rate debt obligations. Interest rate caps effectively limit the maximum interest rate on variable rate debt
obligations.
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        The primary risks from our use of derivative instruments is the risk that a counterparty to a hedging arrangement could default on its
obligation and the risk that we may have to pay certain costs, such as transaction fees or breakage costs, if a hedging arrangement is terminated
by us. As a matter of policy, we enter into hedging arrangements with counterparties that are large, creditworthy financial institutions typically
rated at least "A/A2" by Standard & Poor's and Moody's Investors Service, respectively. Our hedging strategy is monitored by our Audit
Committee on behalf of our Board of Directors and may be changed by the Board of Directors without stockholder approval.

        Developing an effective strategy for dealing with movements in interest rates is complex and no strategy can completely insulate us from
risks associated with such fluctuations. There can be no assurance that our hedging activities will have the desired beneficial impact on our
results of operations or financial condition.

We Face a Risk of Liability Under Environmental Laws.

        Under various federal, state and local environmental laws, ordinances and regulations, a current or previous owner of real estate (including,
in certain circumstances, a secured lender that succeeds to ownership or control of a property) may become liable for the costs of removal or
remediation of certain hazardous or toxic substances at, on, under or in its property. Those laws typically impose cleanup responsibility and
liability without regard to whether the owner or control party knew of or was responsible for the release or presence of such hazardous or toxic
substances. The costs of investigation, remediation or removal of those substances may be substantial. The owner or control party of a site may
be subject to common law claims by third parties based on damages and costs resulting from environmental contamination emanating from a
site. Certain environmental laws also impose liability in connection with the handling of or exposure to asbestos-containing materials, pursuant
to which third parties may seek recovery from owners of real properties for personal injuries associated with asbestos-containing materials.
Absent succeeding to ownership or control of real property, a secured lender is not likely to be subject to any of these forms of environmental
liability.

5

Certain Provisions in Our Charter May Inhibit a Change in Control.

        Generally, to maintain our qualification as a real estate investment trust ("REIT") under the Internal Revenue Code, not more than 50% in
value of our outstanding shares of stock may be owned, directly or indirectly, by five or fewer individuals at any time during the last half of our
taxable year. The Internal Revenue Code defines "individuals" for purposes of the requirement described in the preceding sentence to include
some types of entities. Under our charter, no person may own more than 9.8% of the outstanding shares of stock, with some exceptions. The
restrictions on transferability and ownership may delay, deter or prevent a change in control or other transaction that might involve a premium
price or otherwise be in the best interest of the securityholders.

        Our charter authorizes our Board of Directors:

1.
To cause us to issue additional authorized but unissued shares of common or preferred stock.

2.
To classify or reclassify, in one or more series, any of our unissued preferred shares.

3.
To set the preferences, rights and other terms of any classified or reclassified securities that we issue.

Adverse Changes in General Economic Conditions Can Adversely Affect Our Business.

        Our success is dependent upon the general economic conditions in the geographic areas in which a substantial number of our investments
are located. Adverse changes in national economic conditions or in the economic conditions of the regions in which we conduct substantial
business likely would have an adverse effect on real estate values and, accordingly, our business.

We May Be Subject to Adverse Consequences If We Fail to Qualify as a Real Estate Investment Trust.

        We intend to operate so as to qualify as a REIT for federal income tax purposes. We have received an opinion of our legal counsel, Clifford
Chance US LLP, that, based on the assumptions and representations described in "Certain Federal Income Tax Consequences," our existing legal
organization and our actual and proposed method of operation, enable us to satisfy the requirements for qualification as a REIT under the
Internal Revenue Code. Investors should be aware, however, that opinions of counsel are not binding on the Internal Revenue Service or any
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court. The opinion only represents the view of our counsel based on their review and analysis of existing law, that includes no controlling
precedents. Furthermore, both the validity of the opinion and our qualification as a REIT will depend on our continuing ability to meet various
requirements concerning, among other things, the ownership of our outstanding stock, the nature of our assets, the sources of our income and the
amount of our distributions to our stockholders. See "Certain Federal Income Tax Consequences�Taxation of iStar Financial�General."

        If we were to fail to qualify as a REIT for any taxable year, we would not be allowed a deduction for distributions to our stockholders in
computing our taxable income and would be subject to federal income tax, including any applicable minimum tax, on our taxable income at
regular corporate rates. Unless entitled to relief under certain Internal Revenue Code provisions, we also would be disqualified from treatment as
a real estate investment trust for the four subsequent taxable years following the year during which qualification was lost. As a result, cash
available for distribution would be reduced for each of the years involved. Furthermore, it is possible that future economic, market, legal, tax or
other considerations may cause the Board of Directors to revoke the REIT election. See "Certain Federal Income Tax Consequences."

        Even if we qualify as a REIT for federal income tax purposes, we may be subject to certain state and local taxes on our income and
property, and may be subject to certain federal taxes. See "Certain Federal Income Tax Consequences�Taxation of iStar Financial�General."

6

Tax-Exempt Stockholders May Be Subject to Taxation.

        The Internal Revenue Service has issued a revenue ruling in which it held that amounts distributed by a REIT to a tax-exempt employees'
pension trust do not constitute unrelated business taxable income ("UBTI"). In general, subject to the discussion below regarding a
"pension-held REIT" and subject to the following sentence, based upon such ruling and the statutory framework of the Internal Revenue Code,
distributions to a stockholder of a real estate investment trust that is a tax-exempt entity should not constitute UBTI, provided that:

1.
The tax-exempt entity has not financed the acquisition of its shares of common stock with "acquisition indebtedness" within
the meaning of the Internal Revenue Code.

2.
The shares of common stock are not otherwise used in an unrelated trade or business of the tax-exempt entity.

3.
The real estate investment trust does not hold a residual interest in a real estate mortgage investment conduit ("REMIC")
within the meaning of Section 860D of the Internal Revenue Code.

4.
All or a portion of our Company is not considered a taxable mortgage pool.

        Although we do not intend to invest a material amount of assets in REMICS, certain taxable income produced by REMIC residual interests
may cause our stockholders to suffer certain adverse tax consequences. In addition, we have entered into certain financing transactions which are
treated as taxable mortgage pools, and with respect to which we are treated as owning residual interests. See "Certain Federal Income Tax
Consequences."

        If any pension or other retirement trust that qualifies under Section 401(a) of the Internal Revenue Code holds more than 10% by value of
the interests in a pension-held REIT at any time during a taxable year, a portion of the dividends paid to the qualified pension trust by such REIT
may constitute UBTI. For these purposes, a "pension-held REIT" is defined as a REIT: (1) that would not have qualified as a REIT but for the
provisions of the Internal Revenue Code which look through such a qualified pension trust in determining ownership of securities of the REIT;
and (2) as to which at least one qualified pension trust holds more than 25% by value of the interests of such REIT or one or more qualified
pension trusts (each owning more than a 10% interest by value in the REIT) hold in the aggregate more than 50% by value of the interests in
such REIT.

        We do not expect that we will be a pension-held REIT. However, notwithstanding our current belief that we will not be a "pension-held
REIT," no assurance can be given that we will not become a pension-held REIT in the future.

        If we were to become a pension-held REIT in the future and were to originate investments using debt, or otherwise were to engage in a
transaction resulting in UBTI, determined as though we were a qualified pension plan, any qualified pension plan owning 10% or more of our
shares, by value, would have a portion of its dividend income from us taxed as UBTI. Even if we were not a pension-held REIT, certain amounts
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received by a stockholder that is a tax-exempt entity may be treated as UBTI. See "Certain Federal Income Tax Consequences."

Our Board of Directors May Change Certain of Our Policies Without Stockholder Approval.

        Our charter provides that our primary purpose is to invest in a diversified portfolio of debt and debt-like interests in real estate and real
estate related assets, although it does not set forth specific percentages of the types of investments we may make. Our Board of Directors
determines our investment policies, as well as our financing and conflicts of interest policies. Although the Board of Directors has no present
intention to do so, it can amend, revise or eliminate these policies at any time and from time to time at its discretion without a vote of the
stockholders. A change in these policies

7

could adversely affect our financial condition or results of operations or the market price of our common stock.

A Portion of The Dividends We Distribute May Be Deemed a Return of Capital For Federal Income Tax Purposes.

        The amount of dividends we distribute to our common stockholders in a given quarter may not correspond to our taxable income for such
quarter. Consequently, a portion of the dividends we distribute may be deemed a return of capital for federal income tax purposes, and will not
be taxable but will reduce stockholders' basis in the underlying common stock. For the year ended December 31, 2002, the percentage of our
dividend payments made to common stockholders that was treated as a return of capital was 10.59%.

Quarterly Results May Fluctuate and May Not Be Indicative of Future Quarterly Performance.

        Our quarterly operating results could fluctuate; therefore, you should not rely on past quarterly results to be indicative of our performance
in future quarters. Factors that could cause quarterly operating results to fluctuate include, among others, variations in our investment origination
volume, variations in the timing of prepayments, the degree to which we encounter competition in our markets and general economic conditions.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS AND EARNINGS TO FIXED CHARGES

Years Ended December 31,
Six Months
Ended
June 30,
2003 2002 2001 2000 1999 1998

Ratio of earnings to combined fixed charges and preferred stock dividends(1) 2.0x 1.8x 1.9x 1.9x 1.1x(2) 2.3x
Ratio of earnings to fixed charges(1) 2.4x 2.1x 2.3x 2.2x 1.4x(2) 2.3x

(1)
For the purpose of calculating the ratios, "earnings" consist of income from continuing operations before income taxes and cumulative effect of changes
in accounting principles plus "fixed charges" and certain other adjustments. "Fixed charges" consist of interest incurred on all indebtedness related to
continuing operations (including amortization of original issue discount) and the implied interest component of our rent obligations in the years
presented.

(2)
Includes the effect of a non-recurring, non-cash charge in the amount of approximately $94.5 million relating to our November 1999 acquisition of the
former external advisor to our company. Excluding the effect of this non-recurring, non-cash charge, our ratio of earnings to fixed charges and
preferred stock dividends for the year ended December 31, 1999 would have been 2.0x and our ratio of earnings to fixed charges for that period would
have been 2.5x.

SELECTED FINANCIAL DATA
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        The following table sets forth our selected financial data on a consolidated historical basis. However, prior to March 1998, our structured
finance operations were conducted by two private investment partnerships which contributed substantially all their structured finance assets to us
in exchange for cash and shares of iStar Financial.

        Further, on November 4, 1999, we acquired TriNet, which increased the size of our operations, and also acquired its former external
advisor. Operating results for the year ended December 31, 1999 reflect only the effects of these transactions subsequent to their consummation.

        Accordingly, the historical balance sheet information as of December 31, 1998, as well as the results of operations for us for all periods
prior to and including the year ended December 31, 1999, do

8

not reflect our current operations as a well capitalized, internally-managed finance company operating in the commercial real estate industry.
Certain prior year amounts have been reclassified to conform to the 2002 presentation.

2002 2001 2000 1999 1998

(in thousands)

OPERATING DATA:
Interest income $ 255,631 $ 254,119 $ 268,011 $ 209,848 $ 112,914
Operating lease income 242,100 185,943 177,581 41,665 12,378
Other income 27,993 31,057 17,927 12,900 2,708

Total revenue 525,724 471,119 463,519 264,413 128,000

Interest expense(1) 197,541 171,594 174,446 91,159 44,697
Operating costs-corporate tenant lease assets 13,755 12,782 12,737 2,245 �
Depreciation and amortization 47,821 35,411 34,384 10,324 4,287
General and administrative 30,449 24,151 25,706 6,269 2,583
General and administrative-stock-based compensation 17,998 3,574 2,864 412 5,985
Provision for loan losses 8,250 7,000 6,500 4,750 2,750
Advisory fees � � � 16,193 7,837
Costs incurred in acquiring former external advisor(2) � � � 94,476 �

Total costs and expenses 315,814 254,512 256,637 225,828 68,139

Income before equity in earnings from joint ventures and
unconsolidated subsidiaries, minority interest and other
items 209,910 216,607 206,882 38,585 59,861
Equity in (loss) earnings from joint ventures and
unconsolidated subsidiaries 1,222 7,361 4,796 235 96
Minority interest in consolidated entities (162) (218) (195) (41) (54)
Cumulative effect of change in accounting principle(3) � (282) � � �

Net income from continuing operations 210,970 223,468 211,483 38,779 59,903
(Loss) income from discontinued operations 3,583 5,299 3,155 107 �
Gain from discontinued operations 717 1,145 2,948 � �

Net Income 215,270 229,912 217,586 38,886 59,903
Preferred dividend requirements (36,908) (36,908) (36,908) (23,843) (944)

Net income allocable to common shareholders and HPU
holders(4) $ 178,362 $ 193,004 $ 180,678 $ 15,043 $ 58,959

Basic earnings per common share(5)(6) $ 1.98 $ 2.24 $ 2.11 $ 0.25 $ 1.40
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2002 2001 2000 1999 1998

Diluted earnings per common share(5)(7) $ 1.93 $ 2.19 $ 2.10 $ 0.25 $ 1.36

Dividends declared per common share(8) $ 2.52 $ 2.45 $ 2.40 $ 1.86 $ 1.14

SUPPLEMENTAL DATA
Cash flows from:

Operating activities $ 348,793 $ 293,260 $ 219,868 $ 119,625 $ 54,915

Investing activities (1,149,070) (349,525) (193,805) (143,911) (1,271,309)

Financing activities 800,541 49,183 (37,719) 48,584 1,226,208
BALANCE SHEET DATA
Loans and other lending investments, net $ 3,050,342 $ 2,377,763 $ 2,227,083 $ 2,003,506 $ 1,823,761
Real estate subject to operating leases, net 2,291,805 1,781,565 1,592,087 1,654,300 189,942
Total assets 5,611,697 4,380,640 4,034,775 3,813,552 2,059,616
Debt obligations 3,461,590 2,495,369 2,131,967 1,901,204 1,055,719
Minority interest in consolidated entities 2,581 2,650 6,224 2,565 �
Shareholders' equity 2,025,300 1,787,778 1,787,885 1,801,343 970,728

9

Explanatory Notes:

(1)
In connection with the adoption of FAS 145, effective January 1, 2003, extraordinary losses on the early extinguishment of debt of
$12.2 million, $1.6 million and $0.7 million for the years ended December 31, 2002, 2001 and 2000, respectively, has been
reclassified into interest expense.

(2)
This amount represents a non-recurring, non-cash charge of approximately $94.5 million relating to the acquisition of the Company's
former external advisor in November 1999.

(3)
Represents one-time effect of adoption of Statement of Financial Accounting Standards No. 133, "Accounting for Derivative
Instruments and Hedging Activities" as of January 1, 2001.

(4)
HPU holders are Company employees who purchased high performance common stock units under the Company's High Performance
Unit Program.

(5)
For the three months ended June 30, 2003, net income used to calculate earnings per basic and diluted common share excludes $494
and $481 of net income allocable to HPU holders, respectively.

(6)
Prior to November 1999, earnings per common share excludes 1.00% of net income allocable to the Company's former class B shares.
The former class B shares were exchanged for Common Stock in connection with the acquisition of TriNet and other related
transactions on November 4, 1999. As a result, the Company now has a single class of Common Stock outstanding.

(7)
For the three months ended June 30, 2003, net income used to calculate earnings per diluted common share includes joint venture
income of $40.

(8)
The Company generally declares common and preferred dividends in the month subsequent to the end of the quarter.

Edgar Filing: ISTAR FINANCIAL INC - Form 424B5

15



USE OF PROCEEDS

        Except as may be set forth in a particular prospectus supplement, we will add the net proceeds from sales of securities to our general
corporate funds, which we may use to repay indebtedness, for new investments, or for other general corporate purposes.

10

DESCRIPTION OF DEBT SECURITIES

        We will issue the debt securities under an indenture dated as of February 5, 2001 with US Bank Trust National Association, as trustee,
which we may supplement from time to time. The following paragraphs describe the provisions of the indenture. We have filed the indenture as
an exhibit to the registration statement of which this prospectus is a part and you may inspect it at the office of the
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