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FI NANCI AL REPORT FOR THE NI NE MONTHS ENDED 30 SEPTEMBER 2005
N ne Months 2005 H ghlights

-Share offer conpleted in June 2005, raising net proceeds of €95 mllion
-Increased dividend by 12. 1% from e0.33 per share in QL to e0.37 per share
in B

-Conpl eted two further non-recourse termfinancings for target real estate
debt portfolios of £200 nillion and e400 nillion

-Net profit after taxation of €29.6 million for the nine nonths, or el.39
per diluted share

-Funds from operations ("FFO') of e22.0 mllion for the nine nonths, or

el. 04 per diluted share

-FFO return on average invested capital was 12. 7%

Third Quarter 2005 H ghlights

-Total assets anpbunted to €1,927.7 nmillion at the quarter end

-Equity book value total of e306.2 nillion, or el2.65 per share

-Net profit after taxation of el6.4 nmillion for the quarter, or e0.65 per
diluted share

-FFO of €9.3 nmillion, or e0.37 per diluted share

-Third quarter dividend of e0.37 per share, to be paid on 11 Novenber 2005
-FFO return on average invested capital during the quarter was 12.5%

Sel ected Financial Data Three Months N ne Mnths N ne Mont hs
Ended Ended Ended

(amounts in e' 000, except share 30 Septenber 30 Septenber 30 Sept enber

data and suppl enental dat a) 2005 2005 2004

Qperating Data

Net profit after
taxation 16, 352 29, 567 6, 970



Ear ni ngs per diluted
share

Wi ght ed average numnber
of shares outstandi ng,
diluted

Asset backed securities
(i ncludes cash to be
invested and securities
pl edged under

repur chase agreenents)

Real estate |oans

(i ncludes | oans pl edged
under repurchase

agr eenent s)

Real estate fund units

Cash and cash
equi val ents

Total assets

Shar ehol ders' equity

Reconci liation of Funds from Operations Three Months N ne

(FFO to net profit after taxation

Net profit after

t axation

Decrease/ (i ncrease) in
fair value of

i nvest ment properties
Increase in fair val ue
of real estate fund
units

Funds from operations

(FFO

0. 65 1.39 0. 49
9, 298 22,000 6, 970
0. 37 1.04 0. 49
25, 046, 485 21, 206, 023 14, 302, 043
As of As of
30 Sept enber 31 Decenber
2005 2004
1, 203, 752 1, 264, 484
99, 632 21, 938
398, 042 318, 514
181, 992 -
17, 500 10, 293
1,927,734 1, 627,619
1, 550, 281 1, 154, 310
306, 237 206, 420
Mont hs N ne Mont hs
Ended Ended Ended

30 Septenber 30 Sept

enber 3 0 Septenber

2005 2005 2004
16, 352 29, 567 6,970
68 (445) -
(7,122) (7,122) -
9, 298 22, 000 6, 970




FFO is an appropriate neasure of the underlying operating performance of real
estate conpani es because it provides investors with information regarding our
ability to service debt and make capital expenditures. Furthernmore, FFO is used
to conmpute our incentive conpensation to our manager. FFO, for our purposes,
represents net profit after taxation (conputed in accordance with |FRS),
excludi ng changes in the fair value of investnent properties and nmark to market
fluctuations in real estate fund units. W consider gains and | osses on
resolution of our investnents to be a nornal part of our recurring operations
and therefore do not exclude such gains and | osses when arriving at FFO FFO
does not represent cash generated from operating activities in accordance with
I FRS and therefore should not be considered an alternative to cash flow as a
neasure of liquidity, and is not necessarily indicative of cash available to
fund cash needs. Qur cal culation of FFO nay be different fromthe cal cul ation
used by ot her conpanies and, therefore, conparability may be limted.

Suppl emental Total Real Estate and ther ABS Securities and Real Estate Loans
Dat a

As of As of
30 Sept enber 31 Decenber
2005 2004

Total debt investnents (excluding
restricted cash) 1, 278, 683 1, 023, 218
Wi ght ed average asset yield 4. 0698 4.18%
Wi ghted average liability cost 2.72% 2.73%
Wi ght ed average net spread 1.34% 1. 45%
Wi ghted average credit rating BBB+ BBB+
Wei ght ed average asset credit spread
(above Euri bor) 1. 95% 1. 99%
Per cent age i nvestnent grade of
securities portfolio 92% 93%
Nunber of securities and | oans 106 87

* includes assets and liabilities referenced under a total return swap

Suppl erental Total Credit Leased Real Estate Data

As of As of
30 Sept enber 31 Decenber
2005 2004

Investment properties at fair value 398, 042 318,514
Real estate fund units 181, 992 -
Total investnent in credit |eased real
estate assets 580, 034 318,514
Wi ght ed average asset yield 7.99% 7.10%
Wi ghted average liability cost 4.78% 4.56%
Wi ght ed average net spread 3.21% 2.54%

EUROCASTLE | NVESTMENT LI M TED AND SUBSI DI ARl ES
CHAl RVAN S STATEMENT
Overvi ew
Eurocastl e I nvestnent Limted (LSE: ECT) reports net profit after taxation for

the quarter ended 30 Septenber 2005 of el1l6.4 nillion, or e0.65 per diluted
share, as conpared to e3.2 mllion, or e0.17 per diluted share, for the third



quarter of 2004. The Conpany also reports net profit after taxation for the nine
nont hs ended 30 Septenber 2005 of €29.6 nmillion, or el.39 per diluted share, as
conpared to e7.0 nillion, or e0.49 per diluted share, for the first nine nonths
of 2004. Funds from operations (or FFO anmounted to e22.0 million and e9.3
mllion, respectively, for the nine nonths and quarter ended 30 Septenber 2005.
Thi s anount excludes a e7 nmillion increase in the fair value of the Conpany's
credit-leased real estate classified as investnent properties and real estate
fund units. Eurocastle generated an FFO return on average invested common equity
of 12.5%for the quarter, and 12. 7% for the nine nonths, ended 30 Septenber

2005. As of 30 Septenber 2005, the Conpany's sharehol ders' equity was e306. 2
mllion or el2.65 per outstanding share, as conpared to €203.3 mllion, or

ell. 01 per outstanding share, as of 30 Septenber 2004.

Eurocastle's core business strategy is to invest in and manage a diverse
portfolio consisting primarily of European credit-|leased real estate and

Eur opean real estate related debt. Based on current opportunities, we see the

i ncreased enphasis on investnment in the credit-1leased real estate side of our
busi ness continuing. The Conpany's objective is to deliver stable and grow ng

di vidends and attractive risk-adjusted returns to sharehol ders by optim zing the
di fference between the yield on investnents and the cost of financing these
investments. Since Eurocastle's |POin June 2004, the Conpany's annualized

di vidend to sharehol ders has increased by approximately 23% fromel. 20 to el. 48
per share.

Eurocastl e was very active on the investment side during the third quarter and
has built a strong pipeline of accretive investnents for the near term
Substantially all of the proceeds from Eurocastle's equity capital raise in June
2005 have been invested or commtted to investment. Accordingly, Eurocastle
expects to be back shortly to raise additional capital

Third Quarter 2005 Dividend

Eurocastle ainms to pay out substantially all of its funds from operations in the
formof quarterly dividends to sharehol ders. On 18 Cctober 2005, the Board of
Directors declared a dividend of e0.37 per share for the quarter ended 30

Sept enber, an increase of e0.02 per share fromthe prior quarter. The record
date for this increased dividend was 28 Cctober 2005 and the paynent date is 11
Novenber 2005

I nvestment Activity
Credit-Leased Real Estate Investnent Portfolio

Eur ocast| e has made significant progress in growing its European credit-|eased
real estate investment portfolio, which conprises investnent properties and rea
estate fund units. During the third quarter, the Conpany purchased approximately
€254 mllion of credit |eased real estate investnents in Gernmany and Italy.
These purchases, which are descri bed bel ow, brought directly or indirectly
Eurocastle's total credit-leased real estate investnents to e580 million at

30 Septenber 2005, or 31% of the Conpany's total investnent portfolio.

i) Investnment Properties

During the third quarter, the Conpany purchased 30 recently devel oped Gernman
retail stores for approxinmately €79 million. The stores are well-1|ocated

t hroughout Gernmany and are | eased on a long-termbasis to a nunber of |eading
German grocery retailers. In addition, Eurocastle has agreed to acquire or
received letters of intent fromvendors to sell 47 other German retai
properties for approxinmately el134 mllion. These transactions are expected to
close in the fourth quarter 2005, increasing Eurocastle's credit-leased rea
estate investment portfolio to approximately e700 mllion.

ii) Real Estate Fund Units

In July 2005, Eurocastle purchased a el175 nillion interest (net of accrued



incone) in a real estate investment fund that owns a portfolio of 394 properties
in ltaly. The properties are 100% occupi ed under |ong-term | ease agreenments with
Italian government agenci es.

Real Estate Debt Portfolio

In the nine nonths ended 30 Septenber 2005, Eurocastle purchased approxi mately
e391 million of real estate related securities and e77 nillion of real estate
related | oans, with approxinmately e240 million in face ambunt of real estate

rel ated securities and real estate |oans having been purchased during the
quarter ended 30 Septenber 2005. The securities purchased during the quarter had
an average credit rating of BBB and an average credit spread above Euri bor of
1.15% Purchases of CMBS in the third quarter amounted to e66.6 mllion, with an
average spread of 1.19% and average rating of BBB. RVBS purchases in the third
quarter amounted to e84.0 nmillion, with an average spread of 0.87% and average
rating of BBB+. Other ABS purchases in the third quarter amunted to e35.5
mllion, with an average spread of 1.78% and average rati ng of BB+. Real estate
rel ated | oans purchased anmounted to €53.5 million with an average spread of
2.66%

After allowing for sales of securities and principal redenptions, the net
increase in face anbunt of real estate related securities and real estate
related |oans during the third quarter was e155.7 mllion, raising the anount of
these investnents fromel.1 billion at the last quarter end to approxi mately
el.3 billion at 30 Septenber 2005, an increase of approximately 14%

The European real estate debt markets remain strong with record-1|evel new

i ssuances. The Conpany expects this growth to continue to provide significant
accretive investment opportunities in real estate related debt. Attractive
opportunities to invest in the B-Note and nmezzani ne | oan narkets are increasing
as this nmarket expands in Europe and we were able to grow the portfolio of these
loans by 111%in the third quarter. Eurocastle has devel oped a robust pipeline
of these securities and | oan investrments for the near term

Capi tal Markets

During the second quarter, Eurocastle successfully conpleted a public offering
of 5,740,000 shares resulting in gross proceeds to the Conpany of approximately
€99 million (net proceeds €95 nmillion).

On 14 July 2005, Eurocastle established a e400 million three year extendable
revolving credit facility. This facility was used to refinance a significant
part of the portfolio previously financed under short-term repurchase
agreenents, and is being used to acquire further real estate debt. At 30

Sept enmber 2005, approximately e161.9 nillion had been drawn under this facility.

During the third quarter, Eurocastle financed its credit-leased real estate
investment purchases with fixed rate termloans, which has elimnated exposure
to increased interest rates. This is consistent with our objective of locking in
the spread between the yield on our investnents and the cost of financing those
i nvest nents.

I nvestment Portfolio

Credit-Leased Real Estate Investnent Portfolio

As of 30 Septenber 2005, Eurocastle owned an approxinmately e580 million
portfolio of credit-leased real estate investnents, conprising investment
properties of €398 mllion and real estate fund units of el82 million. This
portfolio represents 30% of the Conpany's total assets.

i) Investnent Properties

The credit-leased real estate portfolio included €318 nmillion of German bank
properties purchased in Decenber 2004 and €80 million of German retail stores.



The Gernman bank investnent consists of 96 properties, or approximtely 295, 000
square neters of office space, which is leased primarily to Deutsche Bank for an
average of 6.4 years. Since acquiring the portfolio in Decenber 2004, Eurocastle
has added 16 new | eases, bringing the total occupancy of this portfolio to
approxinately 76% The Conpany al so owns 30 recently devel oped German retail
properties. These properties are |located in popul ar sites throughout Gernany and
are |l eased to sonme of the country's |largest grocery retailers for an average
termof approximately 11 years.

ii) Real Estate Fund Units

Eurocastle has a el82 mllion interest in a real estate investnent fund that
owmns a portfolio of 394 Italian properties. The properties are let to Italian
government agencies. The original termof the Lease Agreenent is 9 years,
automatically renewable for a further 9 years. The properties have a total
occupancy of 100%

Real Estate Debt Portfolio

As of 30 Septenber 2005, Eurocastle's total real estate debt portfolio of
approximately el.3 billion, which represents approximately 68% of the Conpany's
total assets, included e604.8 mllion of CVMBS, e574.2 mllion of other asset
backed securities, €99.6 nillion of loans and e24.7 nillion of cash held pendi ng
investment in additional real estate related debt. The real estate debt
portfolio is well diversified with 106 securities and | oans and an average life
of approximately 4.06 years; approximately 96% of the portfolio conprises
floating-rate securities. The portfolio is geographically diversified with
direct exposures of 52%in the UK, 13%in Italy, 13%in Germany, 11% Pan

Eur opean and 5% in France. The average credit quality of the securities
portfolio is BBB+ and approxi mately 92% of the securities are rated investnent
grade. The portfolio's weighted average credit spread was approxi nately 1.95% as
of 30 Septenber 2005.

Eurocastle's real estate debt portfolio has continued to performwell. As of 30
Sept enber 2005, none of the Conpany's securities or |oans have defaulted, and

t here have been no principal |osses to date. Eurocastle continues to seek
investments that will generate superior risk-adjusted returns with a long-term
obj ective of capital preservation and earnings stability in varying interest
rate and credit cycles.

About Eurocastle

Eurocastle Investnent Limited is a Euro-denonm nated Guernsey cl osed-end

i nvestment conpany |isted on the London Stock Exchange as a property investnent
conpany. The Conpany invests in and nanages a diverse portfolio consisting
primarily of European credit-|leased real estate and real estate rel ated debt.
Eurocastl e is nanaged by Fortress Investnent Goup LLC, a global alternative
investment and asset nanagenment firmw th approximately US$15 billion of equity
capital currently under nmanagenent. For nore information regarding Eurocastle
and to be added to our enmil distribution list, please visit

WWw. eur ocast | ei nv. com

Conf erence Call

Management wi |l conduct a conference call on Wdnesday, 2 Novenmber 2005 to
review the Conpany's financial results for the quarter ended 30 Septenber 2005.
The conference call is scheduled for 1:00 P.M London tine (8:00 A°M New York
tine). Al interested parties are welcone to participate on the live call. You
can access the conference call by dialing +1-866-323-3742 (fromwithin the U S.)
or +1-706-643-0550 (fromoutside of the U S.) ten mnutes prior to the schedul ed
start of the call; please reference "Eurocastle Third Quarter Earnings Call."

For those who are not available to listen to the live call, a replay will be
available until 11:59 P.M New York tine on 18 Novenber 2005 by dialing
+1-800- 642-1687 (fromwithin the U S.) or +1-706-645-9291 (from outside of the



U S.); please reference access code "1596968."

EURCCASTLE | NVESTMENT LI M TED AND SUBSI DI ARI ES

| NDEPENDENT REVI EW REPORT TO EUROCASTLE | NVESTMVENT LI M TED

I ntroduction

W have been instructed by the Conpany to review the financial information for
the nine nonths ended 30 Septenber 2005 which conprises Consolidated | ncone
Stat ement s, Consol i dated Bal ance Sheets, Consolidated Statements of Cash Fl ows,
Consol i dated Statenents of Changes in Equity and the related notes 1 to 18. W
have read the other information contained in the interimreport and consi dered
whet her it contains any apparent misstatenents or material inconsistencies with
the financial information.

This report is made solely to the Conpany in accordance w th gui dance contai ned
in Bulletin 1999/4 'Review of interimfinancial information' issued by the
United Ki ngdom Auditing Practices Board. To the fullest extent permtted by |aw,
we do not accept or assunme responsibility to anyone other than the Conpany, for
our work, for this report, or for the conclusions we have forned.

Directors' responsibilities

The interimreport, including the financial information contained therein, is
the responsibility of, and has been approved by the directors. The directors are
responsi ble for preparing the interimreport in accordance with the Listing

Rul es of the Financial Services Authority which require that the accounting
policies and presentation applied to interimfigures should be consistent with
those applied in preparing the precedi ng annual accounts except where any
changes, and the reasons for them are disclosed.

Revi ew wor k perforned

We conducted our review in accordance wi th gui dance contained in Bulletin 1994/4
'"Review of interimfinancial information' issued by the Auditing Practices Board
for use in the United Kingdom A review consists principally of making enquiries
of group managenment and appl yi ng anal ytical procedures to the financial
informati on and underlying financial data, and based thereon, assessing whether
t he accounting policies and presentation have been consistently applied, unless
ot herwi se di sclosed. A review excludes audit procedures such as tests of
controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit performed in accordance with United

Ki ngdom Audi ti ng Standards and therefore provides a | ower |evel of assurance
than an audit. Accordingly we do not express an audit opinion on the financial

i nformati on.

Revi ew concl usi on

On the basis of our review we are not aware of any material nodifications that
shoul d be made to the financial infornation as presented for the nine nonths
ended 30 Septenber 2005.

Ernst & Young LLP

London

01 Novenber 2005

More to follow, for followi ng part double-click [ NRNLB4961T]

snmall e before a nunber denotes euros



