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Forward-Looking Statements

        This report contains "forward-looking statements" within the meaning of the safe harbor from civil liability provided for such statements by
the Private Securities Litigation Reform Act of 1995 (set forth in Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended (the "Exchange Act")). You can identify forward-looking statements by the use of words such as
"anticipates," "believes," "estimates," "expects," "intends," "may," "plans," "projects," "seeks," "should," "will," and variations of such words or
similar expressions. Our forward-looking statements reflect our current views about our plans, intentions, expectations, 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,
expectations, strategies and prospects as reflected in or suggested by our forward-looking statements are reasonable, we can give no assurance
that our plans, intentions, expectations, strategies or prospects will be attained or achieved and you should not place undue reliance on these
forward-looking statements. Furthermore, actual results may differ materially from those described in the forward-looking statements and may
be affected by a variety of risks and factors including, without limitation:

�
the factors included in this report, including those set forth under the headings "Business," "Risk Factors," and
"Management's Discussion and Analysis of Financial Condition and Results of Operations;"

�
the competitive environment in which we operate;

�
real estate risks, including fluctuations in real estate values and the general economic climate in local markets and
competition for tenants in such markets;

�
decreased rental rates or increasing vacancy rates;

�
potential defaults on or non-renewal of leases by tenants;

�
potential bankruptcy or insolvency of tenants;

�
acquisition risks, including failure of such acquisitions to perform in accordance with projections;

�
the timing of acquisitions and dispositions;

�
potential natural disasters such as hurricanes;

�
international, national, regional and local economic conditions;

�
the general level of interest rates;

�
potential changes in the law or governmental regulations that affect us and interpretations of those laws and regulations,
including changes in real estate and zoning or real estate investment trust ("REIT") tax laws, and potential increases in real
property tax rates;

�
financing risks, including the risks that our cash flows from operations may be insufficient to meet required payments of
principal and interest and we may be unable to refinance our existing debt upon maturity or obtain new financing on
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attractive terms or at all;

�
lack of or insufficient amounts of insurance;

�
our ability to qualify and maintain our qualification as a REIT;

�
litigation, including costs associated with prosecuting or defending claims and any adverse outcomes; and

�
possible environmental liabilities, including costs, fines or penalties that may be incurred due to necessary remediation of
contamination of properties presently owned or previously owned by us.

Any forward-looking statement speaks only as of the date on which it is made. New risks and uncertainties arise over time, and it is not possible
for us to predict those events or how they may affect us. Except as required by law, we are not obligated to, and do not intend to, update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise.

1
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Part I.

Item 1.    Business

 BUSINESS

As used herein, "our company," "we," "our" and "us," refer to STAG Industrial, Inc. and our consolidated subsidiaries and partnerships
except where the context otherwise requires. The combined financial information presented for periods on or prior to April 19, 2011 relate
solely to the STAG Predecessor Group, our "predecessor" for accounting purposes. The combined financial statements for the period April 20,
2011 to December 31, 2011 include the financial information of our company, STAG Industrial Operating Partnership, L.P. (our "operating
partnership") and our subsidiaries.

Overview

        STAG Industrial, Inc. is a self-administered and self-managed full-service real estate company focused on the acquisition, ownership and
management of single-tenant industrial properties throughout the United States. We were incorporated in Maryland on July 21, 2010 to continue
and grow the single-tenant industrial business conducted by our predecessor business. We completed our initial public offering on April 20,
2011.

        As of December 31, 2011, we owned 105 properties in 27 states with approximately 17.3 million rentable square feet, consisting of 57
warehouse/distribution properties, 28 manufacturing properties and 20 flex/office properties. As of December 31, 2011, our properties were
93.2% leased to 89 tenants, with no single tenant accounting for more than 4.4% of our total annualized rent and no single industry accounting
for more than 11% of our total annualized rent. As used herein, the definition of annualized rent is the contractual monthly base rent as of
December 31, 2011 multiplied by 12.

        We own our interests in all of our properties and conduct substantially all of our business through our operating partnership, STAG
Industrial Operating Partnership, L.P., a Delaware limited partnership. We serve as the sole member of the sole general partner of, and own
approximately 67.12% of the outstanding limited partnership interests in our operating partnership. The remaining 32.88% limited partnership
interest in, our operating partnership is owned by certain of our executive officers and directors, certain of their affiliates, and other outside
investors.

        On April 20, 2011, we closed on our initial public offering of common stock and completed the following formation transactions (the
"formation transactions"):

�
We issued 13,750,000 shares of our common stock for $13.00 per share, for net proceeds of approximately $166.3 million,
net of underwriting discounts of approximately $12.5 million;

�
The members of limited liability companies affiliated with our company that held direct or indirect interests in their real
estate properties received 7,590,000 limited partnership units in our operating partnership ("common units") in exchange for
the contribution of their properties to and the assumption of certain debt by our operating partnership;

�
We entered into a loan agreement for a secured corporate revolving credit facility (the "credit facility") of up to $100 million
(with an accordion feature of up to $200 million in certain circumstances) with Bank of America, N.A. as administrative
agent and Merrill Lynch, Pierce, Fenner & Smith Incorporated as lead arranger; and

�
Together with borrowings in the amount of approximately $11.0 million under the credit facility, repaid approximately
$164.7 million in certain outstanding indebtedness (including $2.5 million of direct costs associated with the obtaining and
retiring of indebtedness and the termination of interest rate swaps) and paid approximately $0.3 million of transfer taxes and
other fees.

2
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In connection with the exercise of the underwriters' overallotment option, on May 13, 2011, we issued an additional 2,062,500 shares of
common stock at $13.00 per share, generating approximately $24.9 million in net proceeds after the underwriters' discount and offering costs.

        We target the acquisition of individual Class B, single-tenant industrial properties predominantly in secondary markets throughout the
United States with purchase prices ranging from $5 million to $25 million. We believe, due to observed market inefficiencies, that our focus on
owning and expanding a portfolio of such properties will, when compared to other real estate portfolios, generate returns for our stockholders
that are attractive in light of the risks associated with these returns because we believe:

�
Industrial properties generally require less capital expenditure than other commercial property types and single-tenant
properties generally require less expenditure for leasing, operating and capital costs per property than multi-tenant
properties.

�
Investment yields on single-tenant individual property acquisitions are typically greater than investment yields on portfolio
acquisitions. With appropriate asset diversification, individual asset risk can be mitigated across an aggregated portfolio.

�
Class B industrial properties tend to have higher current returns and lower volatility than Class A industrial properties.

�
Secondary markets generally have less occupancy and rental rate volatility than primary markets.

�
We typically do not face significant competition from other institutional industrial real estate buyers for acquisitions, as
these buyers tend to focus on larger properties in select primary markets. Our typical competitors are local investors who
often do not have ready access to debt or equity capital.

�
Tenants in our target properties tend to manage their properties directly, which allows us to grow our portfolio without
substantially increasing the size of our asset management infrastructure.

For a description of what we consider to be Class A and Class B properties, see "Item 2. Properties" below.

        Reflecting the market inefficiencies we have observed, our target properties are generally leased to:

�
investment grade credit tenants on shorter term leases (less than four to six years);

�
sub-investment grade credit tenants on longer term leases (greater than four to six years); or

�
a variable combination of the above.

        We believe the market inefficiently prices our target properties because investors typically either underestimate the probability of tenant
retention beyond the primary lease term or overestimate the expected cost of tenant default. Further, we believe our relationships with a national
network of commercial real estate brokers and our underwriting processes, utilizing our proprietary model, allow us to acquire properties at a
discount to their intrinsic values, where intrinsic values are determined by the properties' future cash flows. We believe we have developed a
unique approach to melding real estate and tenant-credit underwriting analyses, which allows us to identify assets that we believe are
undervalued by the market. The significant volume of acquisition opportunities identified by us each year provides us with market intelligence
that further supports our underwriting and due diligence processes.

        We intend to elect and qualify to be taxed as a REIT under the Internal Revenue Code of 1986, as amended (the "Code") for the year ending
December 31, 2011, and generally will not be subject to

3
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U.S. federal taxes on our income to the extent we currently distribute our income to our stockholders and maintain our qualification as a REIT.

Competitive Strengths

        We believe that our investment strategy and operating model distinguish us from other owners, operators and acquirers of industrial real
estate in a number of ways, including:

�
Proven Growth Profile:  Since the closing of our initial public offering on April 20, 2011, we have acquired 15 properties
representing approximately 3.5 million square feet for a total cost of approximately $126.2 million, resulting in an increase
of approximately 25% of our asset base in eight months.

�
Established Intermediary Relationships:  Approximately 34.0% of these 15 acquisitions we sourced, based on total
purchase price, have been in "limited marketing" transactions where there has been no formal sales process. We believe we
have developed a reputation as a credible and active buyer of single-tenant industrial real estate, which provides us access to
significant acquisition opportunities that may not be available to our competitors.

�
Scalable Platform:  We own properties in a variety of different markets within 27 states. We believe that our experience and
systems infrastructure allows us to efficiently grow our portfolio in those markets and others. In addition, our focus on net
lease properties ensures that our current staff of 31 employees (with incremental additions) is sufficient to support our
continued growth. As of December 31, 2011, we were pursuing approximately $460 million of specific additional potential
acquisitions that we have identified as warranting further investment consideration after an initial review.

�
Expertise in Underwriting Single-Tenant Properties:  We have developed a proprietary underwriting process that integrates
real estate and corporate credit analysis to project the future cash flows of potential acquisitions. Central to our underwriting
is assessing the probability of tenant retention during the lease term and beyond. We evaluate the tenant's use of the subject
property, the tenant's cost to relocate, the supply/demand dynamic in the relevant submarket and the tenant's financial
condition. We then analyze the costs associated with a vacancy event by estimating market rent, potential downtime and
re-tenanting costs for the subject property. We believe that our senior management team has proven expertise and procedures
in assessing tenant retention and vacancy costs, and therefore an advantage in identifying, underwriting and closing on
attractive acquisition opportunities.

�
Stable and Predictable Cash Flows:  Our portfolio is diversified by tenant, industry and geography, which tends to reduce
risk and earnings volatility. As of December 31, 2011, no single tenant accounted for more than 4.4% of our total annualized
rent; no single industry represented more than 11% of our total annualized rent; and no single state was the site for properties
generating more than 14.7% of our total annualized rent. Cash flow consistency across our portfolio is enhanced by our
weighted (by rental revenue per square foot) average in-place remaining lease term of approximately 5.6 years as of
December 31, 2011, low costs for tenant improvements and leasing commissions and low capital expenditures. It is further
enhanced by our historically high tenant retention rate. For example, for the year ended December 31, 2011, we have
achieved an 88% tenant retention rate for those tenants whose leases were scheduled to expire in 2011.

�
Experienced Management Team:  The five senior members of our management team have significant real estate industry
experience, averaging approximately 25 years, with four members having previous public REIT or public real estate
company experience.

4
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Our Strategies

        Our primary business objectives are to own and operate a balanced and diversified portfolio of single-tenant industrial properties that
maximizes cash flows available for distribution to our stockholders, and to enhance stockholder value over time by achieving sustainable
long-term growth in funds from operations ("FFO") per share through the following strategies:

Investment Strategy

        Our primary investment strategy is to acquire individual Class B, single-tenant industrial properties predominantly in secondary markets
throughout the United States through third-party purchases and structured sale-leasebacks featuring high initial yields and strong ongoing
cash-on-cash returns. We believe secondary markets tend to have less occupancy and rental rate volatility and less buyer competition compared
with primary markets.

Growth Strategy

        External Growth through Acquisitions:    Our target acquisitions are, predominantly in secondary markets across the United States, in the
$5 million to $25 million range. Where appropriate potential returns present themselves, we also may acquire assets in primary markets. The
competition for our target assets is primarily local investors who are not likely to have ready access to debt or equity capital. We focus our
acquisition activities on our core property types: warehouse/distribution facilities, manufacturing facilities, and flex/office facilities (light
assembly and research and development). Because we believe flex/office properties typically have higher tenant improvement and re-leasing
costs and less likelihood of tenant retention compared to our other core property types, we focus more on warehouse/distribution facilities and
manufacturing facilities and less on flex/office facilities. From time to time, if an attractive opportunity presents itself, we may consider portfolio
acquisitions. As of December 31, 2011, we were evaluating approximately $460 million of specific potential acquisitions that we have identified
as warranting further investment consideration after an initial review. We believe that a significant portion of the approximately 13.8 billion
square feet of industrial space in the United States falls within our target investment criteria and that there is an ample supply of suitable
acquisition opportunities.

        As of December 31, 2011, there were three vacant properties owned by STAG Investments III, LLC ("Fund III") and not contributed to our
company (the "Option Properties"). Upon approval of our independent directors, we have the right to acquire any of the Option Properties
individually for a period of up to three months after notification that the property has stabilized, defined as 85% or greater occupancy pursuant to
leases at least two years in remaining duration. The right to acquire any of the Option Properties expires 5 years from the date of the formation
transactions.

        Internal Growth through Asset Management:    Our asset management team utilizes our tenant relationships and leasing expertise to
maintain occupancy and increase rental rates. Our asset management team collaborates with our internal credit function to actively monitor the
credit profile of each of our tenants on an ongoing basis. Their efforts have resulted in our achieving for the year ended December 31, 2011 an
88% tenant retention rate for those tenants whose leases were scheduled to expire in 2011. As of December 31, 2011, our portfolio had
approximately 1.2 million square feet, or 6.8% of our total rentable square feet, available for lease.

5
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Underwriting Strategy

        We blend fundamental real estate analysis with corporate credit analysis in our proprietary model to make a probabilistic assessment of
cash flows that will be realized in future periods. For each asset, our analysis focuses on:

�
Real Estate.  We evaluate the physical real estate within the context of the market (and submarket) in which it is located and
the prospect for re-tenanting the property if it becomes vacant by estimating the following:

�
market rent for this building in this location;

�
downtime to re-lease and related carrying costs;

�
cost (tenant improvements, leasing commissions and required capital expenditures) to achieve the projected market
rent within the projected downtime; and

�
single-tenant or multi-tenant reuse.

�
Deal Parameters.  We evaluate the tenant and landlord obligations contained within the existing or proposed lease and other
transaction documents.

�
Tenant Credit.  We apply fundamental credit analysis to evaluate the tenant's credit profile by focusing on the tenant's
current and historical financial status, general business plan, operating risks, capital sources and earnings expectations. We
also analyze Securities and Exchange Commission ("SEC") filings, press releases, management calls, rating agency reports
and other public information. In the case of a private, non-rated firm, we will obtain financial information from the tenant
and calculate common measures of credit strength such as debt-to-EBITDA and coverage ratios. For publicly rated firms, we
use the credit information issued by Moody's Investor Services, Standard & Poor's, and Fitch Ratings. Using this data and
publicly available bond default studies of comparable tenant credits, we estimate the probability of future rent loss due to
tenant default.

�
Tenant Retention.  We assess the tenant's use of the property and the degree to which the property is central to the tenant's
ongoing operations, the tenant's potential cost to relocate, the supply/demand dynamic in the relevant submarket and the
availability of suitable alternative properties. We believe tenant retention tends to be greater for properties that are critical to
the tenants' businesses.

Financing Strategy

        Our main focus is to preserve a flexible capital structure and to utilize primarily debt secured by pools of properties, structured such that in
the case of default, the lender's remedies are generally limited to recovery on the collateral.

Regulation

General

        Our properties are subject to various laws, ordinances and regulations, including regulations relating to common areas and fire and safety
requirements. We believe that we and/or our tenants, as applicable, have the necessary permits and approvals to operate each of our properties.

Americans with Disabilities Act
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        Our properties must comply with Title III of the Americans with Disabilities Act of 1990, as amended (the "ADA") to the extent that such
properties are "public accommodations" as defined
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under the ADA. Under the ADA, all public accommodations must meet federal requirements related to access and use by disabled persons. The
ADA may require removal of structural barriers to access by persons with disabilities in certain public areas of our properties where such
removal is readily achievable. Although we believe that the properties in our portfolio in the aggregate substantially comply with present
requirements of the ADA, and we have not received any notice for correction from any regulatory agency, we have not conducted a
comprehensive audit or investigation of all of our properties to determine whether we are in compliance and therefore we may own properties
that are not in compliance with the ADA.

        ADA compliance is dependent upon the tenant's specific use of the property, and as the use of a property changes or improvements to
existing spaces are made, we will take steps to ensure compliance. Noncompliance with the ADA could result in additional costs to attain
compliance, imposition of fines by the U.S. government or an award of damages or attorney's fees to private litigants. The obligation to make
readily achievable accommodations is an ongoing one, and we will continue to assess our properties and to make alterations to achieve
compliance as necessary.

Environmental Matters

        Our properties are subject to various federal, state and local environmental laws. Under these laws, courts and government agencies have
the authority to require us, as owner of a contaminated property, to clean up the property, even if we did not know of or were not responsible for
the contamination. These laws also apply to persons who owned a property at the time it became contaminated, and therefore it is possible we
could incur these costs even after we sell some of our properties. In addition to the costs of cleanup, environmental contamination can affect the
value of a property and, therefore, an owner's ability to borrow using the property as collateral or to sell the property. Under applicable
environmental laws, courts and government agencies also have the authority to require that a person who sent waste to a waste disposal facility,
such as a landfill or an incinerator, pay for the clean-up of that facility if it becomes contaminated and threatens human health or the
environment. We invest in properties historically used for industrial, manufacturing and commercial purposes. Certain of our properties are on or
are adjacent to or near other properties upon which others, including former owners or tenants of our properties have engaged, or may in the
future engage, in activities that may generate or release petroleum products or other hazardous or toxic substances.

        Environmental laws in the United States also require that owners or operators of buildings containing asbestos properly manage and
maintain the asbestos, adequately inform or train those who may come into contact with asbestos and undertake special precautions, including
removal or other abatement, in the event that asbestos is disturbed during building renovation or demolition. These laws may impose fines and
penalties on building owners or operators who fail to comply with these requirements and may allow third parties to seek recovery from owners
or operators for personal injury associated with exposure to asbestos. According to Phase I environmental assessments prepared at the time of
acquisition, 12 of our properties are known to have asbestos containing materials. No immediate action was recommended to address these
instances and, as a result, we do not currently plan to take any actions to address these instances. Additionally, 16 of our properties are suspected
of having asbestos containing materials due to the age of the building and observed conditions. No immediate action was recommended to
address these instances and, as a result, we do not currently plan to take any actions to address these instances. In the event of a building
renovation or demolition, a comprehensive asbestos inspection would be performed to determine proper handling and disposal of any asbestos
containing materials.

        Furthermore, various court decisions have established that third parties may recover damages for injury caused by property contamination.
For instance, a person exposed to asbestos at one of our properties may seek to recover damages if he or she suffers injury from the asbestos.
Lastly, some of these environmental laws restrict the use of a property or place conditions on various activities. An
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example would be laws that require a business using chemicals to manage them carefully and to notify local officials that the chemicals are
being used.

        We could be responsible for any of the costs discussed above. The costs to clean up a contaminated property, to defend against a claim, or
to comply with environmental laws could be material and could adversely affect the funds available for distribution to our shareholders. All of
our properties were subject to a Phase I or similar environmental assessment by independent environmental consultants at the time of
acquisition. We generally expect to continue to obtain a Phase I or similar environmental assessment by independent environmental consultants
on each property prior to acquiring it. However, these environmental assessments may not reveal all environmental costs that might have a
material adverse effect on our business, assets, results of operations or liquidity and may not identify all potential environmental liabilities.

        In addition, we maintain a portfolio environmental insurance policy that provides coverage for potential environmental liabilities, subject to
the policy's coverage conditions and limitations.

        In 2009, a former tenant in our property in Daytona Beach, Florida became insolvent and ceased operations. When the tenant ceased
operations, the Florida Department of Environmental Protection sought to have the hazardous materials, solid wastes and used oil removed from
the site and all of the process equipment decontaminated. Due to the insolvency of the former tenant, such tasks became the responsibility of our
predecessor business. We contracted with qualified environmental remediation specialists to dispose of the hazardous materials and
decontaminate and remove the process equipment. The project was monitored by the Florida Department of Environmental Protection. In a letter
dated February 25, 2010, the Florida Department of Environmental Protection stated that no hazardous waste, solid waste or used oil remained at
the property, which closed the matter. Total remediation costs incurred (excluding legal costs) were approximately $291 thousand, which was
paid with environmental insurance proceeds.

        We can make no assurances that future laws, ordinances or regulations will not impose material environmental liabilities on us, or the
current environmental condition of our properties will not be affected by tenants, the condition of land or operations in the vicinity of our
properties (such as releases from underground storage tanks), or by third parties unrelated to us.

Insurance

        We carry comprehensive general liability, fire, extended coverage and rental loss insurance covering all of the properties in our portfolio
under a blanket insurance policy. In addition, we maintain a portfolio environmental insurance policy that provides coverage for potential
environmental liabilities, subject to the policy's coverage conditions and limitations. Generally, we do not carry insurance for certain losses,
including, but not limited to, losses caused by floods (unless the property is located in a flood plain), earthquakes, acts of war, acts of terrorism
or riots. We believe the policy specifications and insured limits are appropriate and adequate given the relative risk of loss, the cost of the
coverage and standard industry practice; however, our insurance coverage may not be sufficient to fully cover all of our losses.

Competition

        In acquiring our target properties, we compete with other public industrial property sector REITs, single-tenant REITs, income oriented
non-traded REITs, private real estate fund managers and local real estate investors and developers. The last named group, local real estate
investors and developers, historically has represented our dominant competition for deals but they typically do not have ready access to credit.
We also face significant competition in leasing available properties to prospective tenants and in re-leasing space to existing tenants.
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Employees

        As of December 31, 2011, we employed 28 full-time employees. We believe that our relationships with our employees are good. None of
our employees are represented by a labor union.

Our Corporate Information

        Our principal executive offices are located at 99 High Street, 28th Floor, Boston, Massachusetts 02110. Our telephone number is
(617) 574-4777. Our website is www.stagindustrial.com. The information found on, or otherwise accessible through, our website is not
incorporated into, and does not form a part of, this report or any other report or document we file with or furnish to the SEC.

How to Obtain Our SEC Filings

        All reports we file with the SEC are available free of charge via EDGAR through the SEC website at www.sec.gov. In addition, the public
may read and copy materials we file with the SEC at the SEC's public reference room located at 100 F Street, N.E., Washington, D.C. 20549.
Our Annual Report on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K and any amendments to any of those
reports that we file with the SEC are available free of charge as soon as reasonably practicable through our website at www.stagindustrial.com.
The information found on, or otherwise accessible through, our website is not incorporated into, and does not form a part of, this report or any
other report or document we file with or furnish to the SEC.

Item 1A.    Risk Factors

        The following risk factors and other information included in this Annual Report on Form 10-K should be carefully considered. The risks
and uncertainties described below are not the only risks we face. Additional risks and uncertainties not presently known to us or that we may
currently deem immaterial also may impair our business operations. If any of the following risks occur, our business, financial condition,
operating results and cash flows could be materially adversely affected.

Risks Related to Our Business and Operations

As a newly formed REIT, we have a limited operating history and may not be able to operate our business successfully or implement our
business strategies as described in this report.

        We were organized in July 2010 and commenced operations upon completion of the formation transactions and our initial public offering
on April 20, 2011. We are subject to all the risks and uncertainties associated with any new business, including the risk that we will not achieve
our investment objectives.

Our investments are concentrated in the industrial real estate sector, and our business would be adversely affected by an economic downturn
in that sector.

        As of December 31, 2011, all of our 105 properties were industrial properties, including 57 warehouse/distribution facilities, 28
manufacturing facilities and 20 flex/office facilities. This concentration may expose us to the risk of economic downturns in the industrial real
estate sector to a greater extent than if our properties were more diversified across other sectors of the real estate industry.

Adverse economic conditions will negatively affect our returns and profitability.

        Our operating results may be affected by market and economic challenges, including the current global economic credit environment and
economic uncertainties, which may result from a continued or
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exacerbated general economic slowdown experienced by the nation as a whole or by the local economies where our properties may be located,
or by the real estate industry, including the following:

�
poor economic conditions may result in tenant defaults under leases;

�
re-leasing may require concessions or reduced rental rates under the new leases due to reduced demand;

�
adverse capital and credit market conditions may restrict our operating activities; and

�
constricted access to credit may result in tenant defaults, non-renewals under leases or inability of potential buyers to acquire
properties held for sale.

        Also, to the extent we purchase real estate in an unstable market, we are subject to the risk that if the real estate market ceases to attract the
same level of capital investment in the future that it attracts at the time of our purchases, or the number of companies seeking to acquire
properties decreases, the value of our investments may not appreciate or may decrease significantly below the amount we pay for these
investments. The length and severity of any economic slowdown or downturn cannot be predicted. Our operations could be negatively affected
to the extent that an economic slowdown or downturn is prolonged or becomes more severe.

Substantial international, national and local government deficits and the weakened financial condition of these governments may adversely
impact our business, financial condition and results of operations.

        The values of, and the cash flows from, the properties we own are affected by developments in global, national and local economies. As a
result of the recent severe recession and the significant government interventions, federal, state and local governments have incurred record
deficits and assumed or guaranteed liabilities of private financial institutions or other private entities. These increased budget deficits and the
weakened financial condition of federal, state and local governments may lead to reduced governmental spending, tax increases, public sector
job losses, increased interest rates, currency devaluations, defaults on debt obligations or other adverse economic events, which may directly or
indirectly adversely affect our business, financial condition and results of operations.

        There can be no assurance that the market disruptions in Europe, including the increased cost of funding for certain governments and
financial institutions, will not spread, nor can there be any assurance that future assistance packages will be available or, even if provided, will
be sufficient to stabilize the affected countries and markets in Europe or elsewhere. Risks and ongoing concerns about the debt crisis in Europe
could have a detrimental impact on the global economic recovery, financial markets and institutions and the availability of debt financing, which
may directly or indirectly adversely affect our business, financial condition and results of operations.

Events or occurrences that affect areas in which our properties are geographically concentrated may impact financial results.

        In addition to general, regional, national and international economic conditions, our operating performance is impacted by the economic
conditions of the specific markets in which we have concentrations of properties. We have holdings in the following states, which, as of
December 31, 2011, accounted for the percentage of our total annualized rent indicated: North Carolina (14.7%); Ohio (13.1%); Michigan
(7.0%); and Wisconsin (6.4%). Our operating performance could be adversely affected if conditions become less favorable in any of the states or
regions in which we have a concentration of properties.
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We are subject to industry concentrations that make us susceptible to adverse events with respect to certain industries.

        We are subject to certain industry concentrations with respect to our properties, including the following, which, as of December 31, 2011,
accounted for the percentage of our total annualized rent indicated: Containers & Packaging (11.0%); Industrial Equipment, Components &
Metals (10.7%); Business Services (8.5%); Food & Beverages (8.5%); Personal Products (7.9%); Automotive (7.7%); Office Supplies (6.0%);
and Technology (5.8%). Such industries are subject to specific risks that could result in downturns within the industries. Any downturn in one or
more of these industries, or in any other industry in which we may have a significant concentration now or in the future, could adversely affect
our tenants who are involved in such industries. If any of these tenants is unable to withstand such downturn or is otherwise unable to compete
effectively in its business, it may be forced to declare bankruptcy, fail to meet its rental obligations, seek rental concessions or be unable to enter
into new leases, which could materially and adversely affect us.

We are subject to risks involved in single-tenant leases, and the default by one or more tenants could materially and adversely affect us.

        Any of our tenants may experience a downturn in its business at any time that may significantly weaken its financial condition or cause its
failure. As a result, such tenant may decline to extend or renew its lease upon expiration, fail to make rental payments when due or declare
bankruptcy. The default, financial distress or bankruptcy of a single tenant could cause interruptions in the receipt of rental revenue and/or result
in a vacancy, which is likely to result in the complete reduction in the operating cash flows generated by the property leased to that tenant and
may decrease the value of that property. In addition, a majority of our leases generally require the tenant to pay all or substantially all of the
operating expenses normally associated with the ownership of the property, such as utilities, real estate taxes, insurance and routine
maintenance. Following a vacancy at a single-tenant property, we will be responsible for all of the operating costs at such property until it can be
re-let, if at all.

If our tenants are unable to obtain financing necessary to continue to operate their businesses and pay us rent, we could be materially and
adversely affected.

        Many of our tenants rely on external sources of financing to operate their businesses. The U.S. financial and credit markets continue to
experience liquidity disruptions, resulting in the unavailability of financing for many businesses. If our tenants are unable to obtain financing
necessary to continue to operate their businesses, they may be unable to meet their rent obligations to us or enter into new leases with us or be
forced to declare bankruptcy and reject our leases, which could materially and adversely affect us.

As a newly formed REIT, we have limited experience operating as a publicly traded REIT, which may affect our ability to successfully
operate our business or generate sufficient cash flow to make or sustain distributions to our stockholders.

        We have limited experience operating as a publicly traded REIT. We cannot assure you that our past experience will be sufficient to
successfully operate our company as a REIT or a publicly traded company, including the requirements to timely meet disclosure requirements
and comply with the Sarbanes-Oxley Act of 2002. Failure to maintain REIT status would have an adverse effect on our financial condition,
results of operations, cash flow, per share trading price of our securities and ability to satisfy our debt service obligations and to pay distributions
to our stockholders.
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We depend on key personnel, the loss of their full service could adversely affect us.

        Our success depends to a significant degree upon the continued contributions of certain key personnel including, but not limited to, our
executive officers, whose continued service is not guaranteed, and each of whom would be difficult to replace. While we have entered into
employment contracts with our executive officers, they may nevertheless cease to provide services to us at any time. If any of our key personnel
were to cease employment with us, our operating results could suffer. Our ability to retain our management group or to attract suitable
replacements should any members of the management group leave is dependent on the competitive nature of the employment market. The loss
of services from key members of the management group or a limitation in their availability could adversely impact our financial condition and
cash flows. Further, such a loss could be negatively perceived in the capital markets. We have not obtained and do not expect to obtain key man
life insurance on any of our key personnel except for Mr. Benjamin S. Butcher, the founder of our predecessor business and our Chief Executive
Officer, President and Chairman. The policy has limits in the amount of $5.0 million and covers us in the event of Mr. Butcher's death.

        We also believe that, as we expand, our future success depends, in large part, upon our ability to hire and retain highly skilled managerial,
investment, financing, operational and marketing personnel. Competition for such personnel is intense, and we cannot assure you that we will be
successful in attracting and retaining such skilled personnel.

Our growth will depend upon future acquisitions of properties, and we may be unable to consummate acquisitions on advantageous terms or
acquisitions may not perform as we expect.

        We acquire and intend to continue to acquire primarily generic distribution warehouses, manufacturing properties and flex/office facilities.
The acquisition of properties entails various risks, including the risks that our investments may not perform as we expect. Further, we face
competition for attractive investment opportunities from other well-capitalized real estate investors, including both publicly-traded REITs and
private institutional investment funds, and these competitors may have greater financial resources than us and a greater ability to borrow funds to
acquire properties. This competition will increase as investments in real estate become increasingly attractive relative to other forms of
investment. As a result of competition, we may be unable to acquire additional properties as we desire or the purchase price may be significantly
elevated. In addition, we expect to finance future acquisitions through a combination of secured and unsecured borrowings, proceeds from equity
or debt offerings by us or our operating partnership or its subsidiaries and proceeds from property contributions and divestitures which may not
be available and which could adversely affect our cash flows. Any of the above risks could adversely affect our financial condition, results of
operations, cash flows and ability to pay distributions on, and the market price of, our securities.

We may be unable to source "limited marketing" deal flow in the future, which could adversely affect our ability to locate and acquire
additional properties at attractive prices.

        A key component of our growth strategy is to continue to acquire additional industrial real estate assets. Many of the acquisitions we
sourced, based on total purchase price, were acquired before they were widely marketed by real estate brokers, or "limited marketing"
transactions. Properties that are acquired by "limited marketing" transactions are typically more attractive to us as a purchaser because of the
absence of a formal sales process, which could lead to higher prices. If we cannot obtain "limited marketing" deal flow in the future, our ability
to locate and acquire additional properties at attractive prices could be somewhat adversely affected.
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The cash available for distribution to stockholders may not be sufficient to pay dividends at expected levels, nor can we assure you of our
ability to make distributions in the future.

        All distributions will be made at the discretion of our board of directors and will depend on our earnings, our financial condition,
maintenance of our REIT qualification and other factors as our board of directors may deem relevant from time to time. We may not be able to
make distributions in the future. In addition, some of our distributions may include a return of capital. To the extent that we make distributions in
excess of our current and accumulated earnings and profits, such distributions would generally be considered a return of capital for U.S. federal
income tax purposes to the extent of the holder's adjusted tax basis in its shares. A return of capital is not taxable, but it has the effect of reducing
the holder's adjusted tax basis in its investment. To the extent that distributions exceed the adjusted tax basis of a holder's shares, they will be
treated as gain from the sale or exchange of such stock. If we borrow to fund distributions, our future interest costs would increase, thereby
reducing our earnings and cash available for distribution from what they otherwise would have been.

We have owned our properties for a limited time, and we may not be aware of characteristics or deficiencies involving any one or all of them.

        The majority of our properties have been under management for less than five years. In addition, since the completion of our initial public
offering, we have acquired an additional 15 properties totaling approximately 3.5 million rentable square feet. These properties may have
characteristics or deficiencies unknown to us that could affect their valuation or revenue potential and such properties may not ultimately
perform up to our expectations. We cannot assure you that the operating performance of the properties will not decline under our management.

Risks Related to Our Organization and Structure

We may pursue less vigorous enforcement of terms of contribution and other agreements because of conflicts of interest with certain of our
officers and directors.

        Certain of our directors and executive officers have ownership interests in the other entities or properties that were contributed to us in the
formation transactions. Under the contribution agreements with certain of our directors and executive officers and their affiliates, we are entitled
to indemnification in the event of breaches of the representations and warranties made by them with respect to the entities and properties
acquired by us. Such indemnification is limited and we are not entitled to any other indemnification in connection with the formation
transactions. In addition, our executive officers entered into employment agreements with us pursuant to which they agreed, among other things,
not to engage in certain business activities in competition with us and pursuant to which they will devote substantially all of their business time
to our business. We may choose not to enforce, or to enforce less vigorously, our rights under these agreements due to our ongoing relationship
with our directors and executive officers.

Certain of our executive officers and directors have duties to Fund II, Fund III, Fund IV and STAG GI which may create conflicts of
interest and may impede business decisions that could benefit our stockholders.

        Certain of our executive officers and directors also serve on (i) the board of managers and/or management committees of the managers of
STAG Investments II, LLC ("Fund II"), a private equity real estate fund that continues to operate as a private, fully invested fund, (ii) the board
of managers and/or management committees of the managers of Fund III and STAG Investments IV, LLC ("Fund IV"), private equity real estate
funds that contributed certain of their properties to us in the formation transactions, and (iii) the board of directors of STAG GI
Investments, LLC ("STAG GI"), the joint venture between our affiliate STAG GI, LLC and STAG GI Investco, LLC that contributed its
properties to us in the formation transactions. Our officers and directors may have conflicting duties
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because they have a duty to both us and to Fund II (which retained ownership of its properties and continues as a private, fully-invested fund
until liquidated), Fund III (which retained ownership of the Option Properties), Fund IV and STAG GI. Since the completion of the formation
transactions, all of these entities are fully invested and, as a result, will not be making any additional investments in income properties. However,
some Fund II properties may be competitive with our current or future properties. It is possible that the executive officers' and board members'
fiduciary duty to Fund II, Fund III, Fund IV and STAG GI, including, without limitation, their interests in Fund II and the Option Properties, will
conflict with what will be in the best interests of our company.

Our fiduciary duties as sole member of the general partner of our operating partnership could create conflicts of interest, which may impede
business decisions that could benefit our stockholders.

        We, as the sole member of the general partner of our operating partnership, have fiduciary duties to the other limited partners in our
operating partnership, the discharge of which may conflict with the interests of our stockholders. The limited partners of our operating
partnership have agreed that, in the event of a conflict in the fiduciary duties owed by us to our stockholders and, in our capacity as indirect
general partner of our operating partnership, to such limited partners, we are under no obligation to give priority to the interests of such limited
partners. In addition, those persons holding common units will have the right to vote on certain amendments to the operating partnership
agreement (which require approval by a majority in interest of the limited partners, including us) and individually to approve certain
amendments that would adversely affect their rights. These voting rights may be exercised in a manner that conflicts with the interests of our
stockholders. For example, we are unable to modify the rights of limited partners to receive distributions as set forth in the operating partnership
agreement in a manner that adversely affects their rights without their consent, even though such modification might be in the best interest of our
stockholders.

        In addition, conflicts may arise when the interests of our stockholders and the limited partners of our operating partnership diverge,
particularly in circumstances in which there may be an adverse tax consequence to the limited partners. Tax consequences to holders of common
units upon a sale or refinancing of our properties may cause the interests of our senior management to differ from your own. As a result of
unrealized built-in gain attributable to contributed property at the time of contribution, some holders of common units, including our principals,
may suffer different and more adverse tax consequences than holders of our securities upon the sale or refinancing of the properties owned by
our operating partnership, including disproportionately greater allocations of items of taxable income and gain upon a realization event. As those
holders will not receive a correspondingly greater distribution of cash proceeds, they may have different objectives regarding the appropriate
pricing, timing and other material terms of any sale or refinancing of certain properties, or whether to sell or refinance such properties at all.

        We may experience conflicts of interest with several members of our senior management team who have or may become limited partners in
our operating partnership through the receipt of LTIP units granted under our 2011 Equity Incentive Plan.
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Our growth depends on external sources of capital which are outside of our control, which may affect our ability to seize strategic
opportunities, satisfy debt obligations and make distributions to our stockholders.

        In order to maintain our qualification as a REIT, we are generally required under the Code to distribute annually at least 90% of our net
taxable income, determined without regard to the dividends paid deduction and excluding any net capital gain. In addition, we will be subject to
income tax at regular corporate rates to the extent that we distribute less than 100% of our net taxable income, including any net capital gains.
Because of these distribution requirements, we may not be able to fund future capital needs, including any necessary acquisition financing, from
operating cash flow. Consequently, we may rely on third-party sources to fund our capital needs. We may not be able to obtain financing on
favorable terms or at all. Any additional debt we incur will increase our leverage. Our access to third-party sources of capital depends, in part,
on:

�
general market conditions;

�
the market's perception of our growth potential;

�
our current debt levels;

�
our current and expected future earnings;

�
our cash flow and cash dividends; and

�
the market price per share of our common stock.

        If we cannot obtain capital from third-party sources, we may not be able to acquire properties when strategic opportunities exist, meet the
capital and operating needs of our existing properties or satisfy our debt service obligations. Further, in order to meet the REIT distribution
requirements and maintain our REIT status and to avoid the payment of income and excise taxes, we may need to borrow funds on a short-term
basis even if the then-prevailing market conditions are not favorable for these borrowings. These short-term borrowing needs could result from
differences in timing between the actual receipt of cash and inclusion of income for U.S. federal income tax purposes or the effect of
non-deductible capital expenditures, the creation of reserves, certain restrictions on distributions under loan documents or required debt or
amortization payments.

        To the extent that capital is not available to acquire properties, profits may not be realized or their realization may be delayed, which could
result in an earnings stream that is less predictable than some of our competitors and result in us not meeting our projected earnings and
distributable cash flow levels in a particular reporting period. Failure to meet our projected earnings and distributable cash flow levels in a
particular reporting period could have an adverse effect on our financial condition and on the market price of our stock.

STAG Predecessor Group and STAG Industrial, Inc. have experienced historical net losses and accumulated deficits after depreciation and
amortization and we may experience future losses.

        STAG Industrial, Inc. had historical net losses for the period from April 20, 2011 to December 31, 2011 of $6.8 million. STAG Predecessor
Group had historical net losses of $0.2 million for the period from January 1, 2011 to April 19, 2011 and $2.9 million and $5.6 million for the
years ended December 31, 2010 and 2009, respectively. STAG Industrial, Inc. had historical accumulated deficits after effects of depreciation
and amortization of $18.4 million as of December 31, 2011 and STAG Predecessor Group had historical accumulated deficits after effects of
depreciation and amortization of $8.3 million and $1.5 million as of December 31, 2010 and December 31, 2009, respectively. There can be no
assurance that we will not continue to incur net losses in the future, which could adversely affect our ability to service our indebtedness and our
ability to pay dividends or make distributions, any of which could adversely affect the trading price of our stock.
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We are subject to financial reporting and other requirements for which our accounting, internal audit and other management systems and
resources may not be adequately prepared and we may not be able to accurately report our financial results.

        We are subject to reporting and other obligations under the Exchange Act, including the requirements of Section 404 of the Sarbanes-Oxley
Act of 2002. Section 404 will require annual management assessments of the effectiveness of our internal controls over financial reporting and a
report by our independent registered public accounting firm addressing these assessments. These reporting and other obligations place
significant demands on our management, administrative, operational, internal audit and accounting resources and cause us to incur significant
expenses. We may need to upgrade our systems or create new systems; implement additional financial and management controls, reporting
systems and procedures; expand our internal audit function; and hire additional accounting, internal audit and finance staff. If we are unable to
accomplish these objectives in a timely and effective fashion, our ability to comply with the financial reporting requirements and other rules that
apply to reporting companies could be impaired. Any failure to achieve and maintain effective internal controls could have a material adverse
effect on our business, operating results and price of our securities.

Our charter, the partnership agreement of our operating partnership and Maryland law contain provisions that may delay or prevent a
change of control transaction.

        Our charter contains 9.8% ownership limits.    Our charter, subject to certain exceptions, authorizes our directors to take such actions as
are necessary and desirable to limit any person to actual or constructive ownership of no more than 9.8% in value or in number of shares,
whichever is more restrictive, of the outstanding shares of our capital stock and no more than 9.8% in value or in number of shares, whichever is
more restrictive, of the outstanding shares of our common stock. In addition, the articles supplementary for our 9.0% Series A Cumulative
Redeemable Preferred Stock, par value $0.01 per share (the "Series A Preferred Stock") provide that generally no person may own, or be
deemed to own by virtue of the attribution provisions of the Code, either more than 9.8% in value or in number of shares, whichever is more
restrictive, of our outstanding Series A Preferred Stock. Our board of directors, in its sole discretion, may exempt a proposed transferee from the
ownership limits. However, our board of directors may not grant an exemption from the ownership limits to any proposed transferee whose
ownership, direct or indirect, of more than 9.8% of the value or number of our outstanding shares of our common stock or our Series A Preferred
Stock could jeopardize our status as a REIT. The ownership limits contained in our charter and the restrictions on ownership of our common
stock may delay or prevent a transaction or a change of control that might be in the best interest of our stockholders.

        Our board of directors may create and issue a class or series of preferred stock without stockholder approval.    Subject to the rights of
holders of Series A Preferred Stock to approve the classification or issuance of any class or series of stock ranking senior to the Series A
Preferred Stock, our board of directors is empowered under our charter to amend our charter to increase or decrease the aggregate number of
shares of our common stock or the number of shares of stock of any class or series that we have authority to issue, to designate and issue from
time to time one or more classes or series of preferred stock and to classify or reclassify any unissued shares of our common stock or preferred
stock without stockholder approval. Subject to the rights of holders of Series A Preferred Stock discussed above, our board of directors may
determine the relative rights, preferences and privileges of any class or series of preferred stock issued. The issuance of preferred stock could
also have the effect of delaying or preventing a change of control transaction that might otherwise be in the best interests of our stockholders.

        Certain provisions in the partnership agreement for our operating partnership may delay or prevent unsolicited acquisitions of
us.    Provisions in the partnership agreement for our operating partnership
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may delay or make more difficult unsolicited acquisitions of us or changes in our control. These provisions could discourage third parties from
making proposals involving an unsolicited acquisition of us or change of our control, although some stockholders might consider such proposals,
if made, desirable. These provisions include, among others:

�
redemption rights of qualifying parties;

�
transfer restrictions on our common units;

�
the ability of the general partner in some cases to amend the partnership agreement without the consent of the limited
partners; and

�
the right of the limited partners to consent to transfers of the general partnership interest and mergers under specified
circumstances.

        Any potential change of control transaction may be further limited as a result of provisions of the partnership unit designation for the LTIP
units, which require us to preserve the rights of LTIP unit holders and may restrict us from amending the partnership agreement for our operating
partnership in a manner that would have an adverse effect on the rights of LTIP unit holders.

        Certain provisions of Maryland law could inhibit changes in control.    Certain provisions of the Maryland General Corporation Law
("MGCL") may have the effect of inhibiting a third party from making a proposal to acquire us or impeding a change of control under
circumstances that might be in the best interest of our stockholders, including:

�
"business combination" provisions that, subject to limitations, prohibit certain business combinations between us and an
"interested stockholder" (defined generally as any person who beneficially owns 10% or more of the voting power of our
shares or an affiliate thereof) for five years after the most recent date on which the stockholder becomes an interested
stockholder, and thereafter impose special appraisal rights and special stockholder voting requirements on these
combinations; and

�
"control share" provisions that provide that "control shares" of our company (defined as shares which, when aggregated with
other shares controlled by the stockholder, entitle the stockholder to exercise one of three increasing ranges of voting power
in electing directors) acquired in a "control share acquisition" (defined as the direct or indirect acquisition of ownership or
control of "control shares") have no voting rights except to the extent approved by our stockholders by the affirmative vote
of at least two-thirds of all the votes entitled to be cast on the matter, excluding all interested shares.

        We have elected to opt out of these provisions of the MGCL, in the case of the business combination provisions of the MGCL, by
resolution of our board of directors, and in the case of the control share provisions of the MGCL, pursuant to a provision in our bylaws. Only
upon the approval of our stockholders, our board of directors may by resolution elect to repeal the foregoing opt-outs from the business
combination provisions of the MGCL and we may, only upon the approval of our stockholders, by amendment to our bylaws, opt in to the
control share provisions of the MGCL in the future.

        Additionally, Title 8, Subtitle 3 of the MGCL, permits our board of directors, without stockholder approval and regardless of what is
currently provided in our charter or our bylaws, to implement takeover defenses, some of which (for example, a classified board) we do not
currently have. These provisions may have the effect of inhibiting a third party from making an acquisition proposal for our company or of
delaying, deferring or preventing a change in control of our company under circumstances that might be in the best interest of our stockholders.
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        Our charter, bylaws, the partnership agreement for our operating partnership and Maryland law also contain other provisions that may
delay, defer or prevent a transaction or a change of control that might be in the best interest of our stockholders.

Under their employment agreements, our executive officers have the right to terminate their employment and, under certain conditions,
receive severance, which may adversely affect us.

        We entered into employment agreements with our executive officers. These employment agreements provide that each executive may
terminate his or her employment and, under certain conditions, receive severance based on two or three times (depending on the officer) the
annual total of salary and bonus and immediate vesting of all outstanding equity-based awards. In the case of certain terminations, they would
not be restricted from competing with us after their departure.

Compensation awards to our management may not be tied to or correspond with our improved financial results or the share price of our
common stock, which may adversely affect us.

        The compensation committee of our board of directors is responsible for overseeing our compensation and employee benefit plans and
practices, including our executive compensation plans and our incentive compensation and equity-based compensation plans. Our compensation
committee has significant discretion in structuring compensation packages and may make compensation decisions based on any number of
factors. As a result, compensation awards may not be tied to or correspond with improved financial results at our company or the share price of
our common stock.

If we fail to maintain an effective system of integrated internal controls, we may not be able to accurately report our financial results.

        We are required to report our operations on a consolidated basis under accounting principles generally accepted in the United States of
America ("GAAP") and, in some cases, on a property by property basis. We are in the process of implementing an internal audit function and
have modified our company-wide systems and procedures in a number of areas to enable us to enhance our reporting on a consolidated basis
under GAAP. If we fail to maintain proper overall business controls, including as required to integrate our predecessor entities and support our
growth, our results of operations could be harmed or we could fail to meet our reporting obligations.

Our board of directors can take many actions without stockholder approval.

        Our board of directors has overall authority to oversee our operations and determine our major corporate policies. This authority includes
significant flexibility. For example, our board of directors can do the following:

�
amend or revise at any time and from time to time our investment, financing, borrowing and dividend policies and our
policies with respect to all other activities, including growth, debt, capitalization and operations;

�
amend our policies with respect to conflicts of interest provided that such changes are consistent with applicable legal
requirements;

�
within the limits provided in our charter, prevent the ownership, transfer and/or accumulation of shares in order to protect
our status as a REIT or for any other reason deemed to be in the best interests of us and our stockholders;

�
issue additional shares without obtaining stockholder approval, which could dilute the ownership of our then-current
stockholders;

�
amend our charter to increase or decrease the aggregate number of shares of stock or the number of shares of stock of any
class or series, without obtaining stockholder approval;
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�
subject to the rights of holders of our Series A Preferred Stock, classify or reclassify any unissued shares of our common
stock or preferred stock, set the preferences, rights and other terms of such classified or reclassified shares, without obtaining
stockholder approval;

�
employ and compensate affiliates;

�
direct our resources toward investments that do not ultimately appreciate over time;

�
change creditworthiness standards with respect to third-party tenants; and

�
determine that it is no longer in our best interests to attempt to qualify, or to continue to qualify, as a REIT.

        Any of these actions could increase our operating expenses, impact our ability to make distributions or reduce the value of our assets
without giving you, as a stockholder, the right to vote.

Our rights and the rights of our stockholders to take action against our directors and officers are limited.

        Maryland law provides that a director or officer has no liability in that capacity if he or she performs his or her duties in good faith, in a
manner he or she reasonably believes to be in our best interests and with the care that an ordinarily prudent person in a like position would use
under similar circumstances. In addition, our charter eliminates our directors' and officers' liability to us and our stockholders for money
damages except for liability resulting from actual receipt of an improper benefit or profit in money, property or services or active and deliberate
dishonesty established by a final judgment and which is material to the cause of action. Our bylaws require us to indemnify our directors and
officers to the maximum extent permitted by Maryland law for liability actually incurred in connection with any proceeding to which they may
be made, or threatened to be made, a party, except to the extent that the act or omission of the director or officer was material to the matter
giving rise to the proceeding and was either committed in bad faith or was the result of active and deliberate dishonesty, the director or officer
actually received an improper personal benefit in money, property or services, or, in the case of any criminal proceeding, the director or officer
had reasonable cause to believe that the act or omission was unlawful. As a result, we and our stockholders may have more limited rights against
our directors and officers than might otherwise exist under common law. In addition, we may be obligated to fund the defense costs incurred by
our directors and officers.

Our distributions to stockholders may change.

        Distributions will be authorized and determined by our board of directors in its sole discretion from time to time and will depend upon a
number of factors, including:

�
cash available for distribution;

�
our results of operations;

�
our financial condition, especially in relation to our anticipated future capital needs of our properties;

�
the distribution requirements for REITs under the Code;

�
our operating expenses; and

�
other factors our board of directors deems relevant.
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The number of shares of our common stock available for future sale, including by our affiliates and other continuing investors, could
adversely affect the market price of our common stock, and future sales by us of shares of our common stock may be dilutive to existing
stockholders.

        Sales of substantial amounts of shares of our common stock in the public market, or upon exchange of common units or exercise of any
options, or the perception that such sales might occur could adversely affect the market price of our common stock. The exchange of common
units for common stock, the exercise of any stock options or the vesting of any restricted stock granted under our 2011 Equity Incentive Plan, the
issuance of our common stock or common units in connection with property, portfolio or business acquisitions and other issuances of our
common stock or common units could have an adverse effect on the market price of the shares of our common stock. Also, continuing investors
in our initial public offering and the formation transactions that hold 7,590,000 common units are parties to an agreement that provides for
registration rights. The exercise of these registration rights could depress the price of our common stock. The existence of shares of our common
stock reserved for issuance as restricted shares or upon exchange of options or common units may adversely affect the terms upon which we
may be able to obtain additional capital through the sale of equity securities. In addition, future sales by us of our common stock may be dilutive
to existing stockholders.

Future offerings of debt securities, which would be senior to our common stock upon liquidation, or equity securities, which would dilute
our existing stockholders and may be senior to our common stock for the purposes of distributions, may adversely affect the market price of
our securities.

        Our common stock is ranked junior to our Series A Preferred Stock. Our outstanding Series A Preferred Stock also has or will have a
preference upon our dissolution, liquidation or winding up in respect of assets available for distribution to our stockholders. Holders of our
common stock are not entitled to preemptive rights or other protections against dilution. In the future, we may attempt to increase our capital
resources by making additional offerings of debt or equity securities, including commercial paper, medium-term notes, senior or subordinated
notes and classes of preferred or common stock. Upon liquidation, holders of our debt securities and shares of preferred stock and lenders with
respect to other borrowings will receive a distribution of our available assets prior to the holders of our common stock. Additional equity
offerings may dilute the holdings of our existing stockholders or reduce the market price of our securities or both. Because our decision to issue
securities in any future offering will depend on market conditions and other factors beyond our control, we cannot predict or estimate the
amount, timing or nature of our future offerings. Thus, our stockholders bear the risk of our future offerings reducing the market price of our
securities and diluting their proportionate ownership.

General Real Estate Risks

Our performance and value are subject to general economic conditions and risks associated with our real estate assets.

        The investment returns available from equity investments in real estate depend on the amount of income earned and capital appreciation
generated by the properties, as well as the expenses incurred in connection with the properties. If our properties do not generate income
sufficient to meet operating expenses, including debt service and capital expenditures, then our ability to pay distributions to our stockholders
could be adversely affected. In addition, there are significant expenditures associated with an investment in real estate (such as mortgage
payments, real estate taxes and maintenance costs) that generally do not decline when circumstances reduce the income from the property.
Income from and the value of our properties may be adversely affected by:

�
changes in general or local economic climate;

�
the attractiveness of our properties to potential tenants;
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�
changes in supply of or demand for similar or competing properties in an area;

�
bankruptcies, financial difficulties or lease defaults by our tenants;

�
changes in interest rates and availability of permanent mortgage funds that may render the sale of a property difficult or
unattractive or otherwise reduce returns to stockholders;

�
changes in operating costs and expenses and our ability to control rents;

�
changes in or increased costs of compliance with governmental rules, regulations and fiscal policies, including changes in
tax, real estate, environmental and zoning laws, and our potential liability thereunder;

�
our ability to provide adequate maintenance and insurance;

�
changes in the cost or availability of insurance, including coverage for mold or asbestos;

�
unanticipated changes in costs associated with known adverse environmental conditions or retained liabilities for such
conditions;

�
periods of high interest rates and tight money supply;

�
tenant turnover;

�
general overbuilding or excess supply in the market; and

�
disruptions in the global supply chain caused by political, regulatory or other factors including terrorism.

        In addition, periods of economic slowdown or recession, rising interest rates or declining demand for real estate, or public perception that
any of these events may occur, would result in a general decrease in rents or an increased occurrence of defaults under existing leases, which
would adversely affect our financial condition and results of operations. Future terrorist attacks may result in declining economic activity, which
could reduce the demand for, and the value of, our properties. To the extent that future attacks impact our tenants, their businesses similarly
could be adversely affected, including their ability to continue to honor their existing leases.

        For these and other reasons, we cannot assure you that we will be profitable or that we will realize growth in the value of our real estate
properties.

Actions by our competitors may decrease or prevent increases in the occupancy and rental rates of our properties.

        We compete with other owners, operators and developers of real estate, some of which own properties similar to ours in the same markets
and submarkets in which our properties are located. If our competitors offer space at rental rates below current market rates or below the rental
rates we currently charge our tenants, we may lose potential tenants, and we may be pressured to reduce our rental rates below those we
currently charge in order to retain tenants when our tenants' leases expire. As a result, our financial condition, cash flows, cash available for
distribution, trading price of our securities and ability to satisfy our debt service obligations could be materially adversely affected.
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A significant portion of our properties have leases that expire in the next three years and we may be unable to renew leases, lease vacant
space or re-lease space as leases expire, which could adversely affect our results of operations, cash flows, cash available for distribution,
and the value of our securities.

        Our results of operations, cash flows, cash available for distribution, and the value of our securities would be adversely affected if we are
unable to lease, on economically favorable terms, a significant amount of space in our operating properties. As of December 31, 2011, leases
with respect to 34.4% of our total annualized rent will expire on or before December 31, 2015. We cannot assure you that
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expiring leases will be renewed or that our properties will be re-leased at base rental rates equal to or above the current average base rental rates.
In addition, the number of vacant or partially vacant industrial properties in a market or submarket could adversely affect our ability to re-lease
the space at attractive rental rates.

A property that incurs a vacancy could be difficult to sell or re-lease, which could adversely affect our results of operations, cash flows, cash
available for distribution, and the value of our securities.

        A property may incur a vacancy either by the continued default of a tenant under its lease or the expiration of one of our leases. In addition,
certain of the properties we acquire may have some level of vacancy at the time of closing. Certain of our properties may be specifically suited
to the particular needs of a tenant. We may have difficulty obtaining a new tenant for any vacant space we have in our properties. If the vacancy
continues for a long period of time, we may suffer reduced revenue resulting in less cash available to be distributed to stockholders. In addition,
the resale value of a 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 not have funding for future tenant improvements, which could adversely affect our results of operations, cash flows, cash available
for distribution, and the value of our securities.

        When a tenant at one of our properties does not renew its lease or otherwise vacates its space in one of our buildings, it is likely that, in
order to attract one or more new tenants, we will be required to expend funds to construct new tenant improvements in the vacated space. Except
with respect to our current reserves for capital expenditures, tenant improvements and leasing commissions, we cannot assure you that we will
have adequate sources of funding available to us for such purposes in the future.

Bankruptcy laws will limit our remedies if a tenant becomes bankrupt and rejects the lease and we may be unable to collect balances due on
our leases.

        If a tenant becomes bankrupt or insolvent, that could diminish the income we receive from that tenant's leases. Our tenants may experience
downturns in their operating results due to adverse changes to their business or economic conditions, and those tenants that are highly leveraged
may have a higher possibility of filing for bankruptcy or insolvency. We may not be able to evict a tenant solely because of its bankruptcy. On
the other hand, a bankruptcy court might authorize the tenant to terminate its leases with us. If that happens, our claim against the bankrupt
tenant for unpaid future rent would be an unsecured prepetition claim subject to statutory limitations, and therefore such amounts received in
bankruptcy are likely to be substantially less than the remaining rent we otherwise were owed under the leases. In addition, any claim we have
for unpaid past rent could be substantially less than the amount owed. If the lease for such a property is rejected in bankruptcy, our revenue
would be reduced and could adversely impact our ability to pay distributions to stockholders.

The fact that real estate investments are not as liquid as other types of assets may reduce economic returns to investors.

        Real estate investments are not as liquid as other types of investments, and this lack of liquidity may limit our ability to react promptly to
changes in economic or other conditions. In addition, significant expenditures associated with real estate investments, such as mortgage
payments, real estate taxes and maintenance costs, are generally not reduced when circumstances cause a reduction in income from the
investments. In addition, we intend to comply with the safe harbor rules relating to the number of properties that can be disposed of in a year, the
tax bases and the costs of improvements made to these properties, and other items that enable a REIT to avoid punitive taxation on the sale of
assets. Thus, our ability at any time to sell assets or contribute assets to property funds
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or other entities in which we have an ownership interest may be restricted. This lack of liquidity may limit our ability to vary our portfolio
promptly in response to changes in economic or other conditions and, as a result, could adversely affect our financial condition, results of
operations, cash flows and our ability to pay distributions on, and the market price of, our securities.

Acquired properties may be located in new markets where we may face risks associated with investing in an unfamiliar market.

        We have acquired, and may continue to acquire, properties in markets that are new to us. When we acquire properties located in these
markets, we may face risks associated with a lack of market knowledge or understanding of the local economy, forging new business
relationships in the area and unfamiliarity with local government and permitting procedures.

Uninsured losses relating to real property may adversely affect your returns.

        We attempt to ensure that all of our properties are adequately insured to cover casualty losses. However, there are certain losses, including
losses from floods, earthquakes, acts of war, acts of terrorism or riots, that are not generally insured against or that are not generally fully insured
against because it is not deemed economically feasible or prudent to do so. In addition, changes in the cost or availability of insurance could
expose us to uninsured casualty losses. In the event that any of our properties incurs a casualty loss that is not fully covered by insurance, the
value of our assets will be reduced by the amount of any such uninsured loss, and we could experience a significant loss of capital invested and
potential revenue in these properties and could potentially remain obligated under any recourse debt associated with the property. Moreover, we,
as the indirect general partner of our operating partnership, generally will be liable for all of our operating partnership's unsatisfied recourse
obligations, including any obligations incurred by our operating partnership as the general partner of joint ventures. Any such losses could
adversely affect our financial condition, results of operations, cash flows and ability to pay distributions on, and the market price of, our
securities. In addition, we may have no source of funding to repair or reconstruct the damaged property, and we cannot assure you that any such
sources of funding will be available to us for such purposes in the future. We evaluate our insurance coverage annually in light of current
industry practice through an analysis prepared by outside consultants.

Contingent or unknown liabilities could adversely affect our financial condition.

        As part of the formation transactions, we assumed existing liabilities of contributed operating companies and liabilities in connection with
contributed properties, some of which may be unknown or unquantifiable. Unknown liabilities might include liabilities for cleanup or
remediation of undisclosed environmental conditions beyond the scope of our environmental insurance coverage, claims of tenants, vendors or
other persons dealing with the entities prior to our initial public offering, tax liabilities, and accrued but unpaid liabilities whether incurred in the
ordinary course of business or otherwise. As part of the formation transactions, the owners of our predecessor business only made limited
representations and warranties to us regarding the entities, properties and assets that we own that survive for a period of one year and agreed to
indemnify us and our operating partnership for breaches of such representations subject to specified deductibles and caps, as applicable. Because
many liabilities, including tax liabilities, may not be identified within such period, we may have no recourse against any of the owners of our
predecessor business for these liabilities.

        In addition, we may in the future acquire properties, or may have previously owned properties, subject to liabilities and without any
recourse, or with only limited recourse, with respect to unknown liabilities. As a result, if a liability were asserted against us based on ownership
of any of these entities or properties, then we might have to pay substantial sums to settle it, which could adversely affect our cash flows.
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Environmentally hazardous conditions may adversely affect our operating results.

        Under various federal, state and local environmental laws, a current or previous owner or operator of real property may be liable for the
cost of removing or remediating hazardous or toxic substances on such property. Such laws often impose liability whether or not the owner or
operator knew of, or was responsible for, the presence of such hazardous or toxic substances. Even if more than one person may have been
responsible for the contamination, each person covered by the environmental laws may be held responsible for all of the clean-up costs incurred.
In addition, third parties may sue the owner or operator of a site for damages based on personal injury, natural resources or property damage or
other costs, including investigation and clean-up costs, resulting from the environmental contamination. The presence of hazardous or toxic
substances 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. Environmental laws also may impose restrictions on the manner in which property may be used or businesses
may be operated. A property owner who violates environmental laws may be subject to sanctions which may be enforced by governmental
agencies or, in certain circumstances, private parties. In connection with the acquisition and ownership of our properties, we may be exposed to
such costs. The cost of defending against environmental claims, of compliance with environmental regulatory requirements or of remediating
any contaminated property could materially adversely affect our business, assets or results of operations and, consequently, amounts available
for distribution to our stockholders.

        Environmental laws in the United States also require that owners or operators of buildings containing asbestos properly manage and
maintain the asbestos, adequately inform or train those who may come into contact with asbestos and undertake special precautions, including
removal or other abatement, in the event that asbestos is disturbed during building renovation or demolition. These laws may impose fines and
penalties on building owners or operators who fail to comply with these requirements and may allow third parties to seek recovery from owners
or operators for personal injury associated with exposure to asbestos. Some of our properties contain asbestos-containing building materials.

        We invest in properties historically used for industrial, manufacturing and commercial purposes. Some of these properties contain, or may
have contained, underground storage tanks for the storage of petroleum products and other hazardous or toxic substances. All of these operations
create a potential for the release of petroleum products or other hazardous or toxic substances. Some of our properties are adjacent to or near
other properties that have contained or currently contain underground storage tanks used to store petroleum products or other hazardous or toxic
substances. In addition, certain of our properties are on or are adjacent to or near other properties upon which others, including former owners or
tenants of our properties, have engaged, or may in the future engage, in activities that may release petroleum products or other hazardous or
toxic substances.

        From time to time, we may acquire properties, or interests in properties, with known adverse environmental conditions where we believe
that the environmental liabilities associated with these conditions are quantifiable and that the acquisition will yield a superior risk-adjusted
return. In such an instance, we underwrite the costs of environmental investigation, clean-up and monitoring into the cost. Further, in connection
with property dispositions, we may agree to remain responsible for, and to bear the cost of, remediating or monitoring certain environmental
conditions on the properties.

        Preliminary assessments of environmental conditions at a property that meet certain specifications are often referred to as "Phase I
environmental site assessments" or "Phase I environmental assessments." They are intended to discover and evaluate information regarding the
environmental condition of the surveyed property and surrounding properties. Phase I environmental assessments generally include an historical
review, a public records review, an investigation of the surveyed site and surrounding properties, and preparation and issuance of a written
report, but do not include soil
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sampling or subsurface investigations and typically do not include an asbestos survey. Material environmental conditions, liabilities or
compliance concerns may arise after the environmental assessment has been completed. Moreover, there can be no assurance that:

�
future laws, ordinances or regulations will not impose any material environmental liability; or

�
the current environmental condition of our properties will not be affected by tenants, by the condition of land or operations
in the vicinity of our properties (such as releases from underground storage tanks), or by third parties unrelated to us.

Compliance or failure to comply with the Americans with Disabilities Act and other similar regulations could result in substantial costs.

        Under the ADA, places of public accommodation must meet certain federal requirements related to access and use by disabled persons.
Noncompliance could result in the imposition of fines by the federal government or the award of damages to private litigants. If we are required
to make unanticipated expenditures to comply with the ADA, including removing access barriers, then our cash flows and the amounts available
for distributions to our stockholders may be adversely affected. While we believe that our properties are currently in material compliance with
these regulatory requirements, the requirements may change or new requirements may be imposed that could require significant unanticipated
expenditures by us that will affect our cash flows and results of operations.

One of our properties is subject to a ground lease that exposes us to the loss of such property upon breach or termination of the ground lease
and may limit our ability to sell the property.

        We own one of our properties through a leasehold interest in the land underlying the building and we may acquire additional buildings in
the future that are subject to similar ground leases. As lessee under a ground lease, we are exposed to the possibility of losing the property upon
expiration, or an earlier breach by us, of the ground lease, which may have an adverse effect on our business, financial condition and results of
operations, our ability to make distributions to our stockholders, and the trading price of our securities.

        In the future, our ground leases may contain certain provisions that may limit our ability to sell certain of our properties. In addition, in the
future, in order to assign or transfer our rights and obligations under certain of our ground leases, we may be required to obtain the consent of the
landlord which, in turn, could adversely impact the price realized from any such sale.

        We also own one property that benefits from payment in lieu of tax ("PILOT") programs and to facilitate such tax treatment our ownership
in this property is structured as a leasehold interest with the relevant municipality serving as lessor. With respect to such arrangement, we have
the right to purchase the fee interest in the property for a nominal purchase price, so the risk factors set forth above for traditional ground leases
are mitigated by our ability to convert such leasehold interest to fee interest. In the event of such a conversion of our ownership interest,
however, any preferential tax treatment offered by the PILOT program will be lost.

We may be unable to sell a property if or when we decide to do so, including as a result of uncertain market conditions, which could
adversely affect the return on your investment.

        We expect to hold the various real properties in which we invest until such time as we decide that a sale or other disposition is appropriate
given our investment objectives. Our ability to dispose of properties on advantageous terms depends on factors beyond our control, including
competition from other sellers and the availability of attractive financing for potential buyers of our properties. We cannot predict the various
market conditions affecting real estate investments which will exist at any particular time in the future. Due to the uncertainty of market
conditions which may affect the future disposition of our properties, we cannot assure you that we will be able to sell our properties at a profit
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in the future. Accordingly, the extent to which you will receive cash distributions and realize potential appreciation on our real estate
investments will be dependent upon fluctuating market conditions.

        Furthermore, we may be required to expend funds to correct defects or to make improvements before a property can be sold. We cannot
assure you that we will have funds available to correct such defects or to make such improvements.

We may acquire properties with "lock-out" provisions which may affect our ability to dispose of the properties.

        We may acquire properties through contracts that could restrict our ability to dispose of the property for a period of time. These "lock-out"
provisions could affect our ability to turn our investments into cash and could affect cash available for distributions to stockholders. Lock-out
provisions could also impair our ability to take actions during the lock-out period that would otherwise be in the best interest of our stockholders
and, therefore, may have an adverse impact on the value of our securities relative to the value that would result if the lock-out provisions did not
exist.

If we sell properties and provide financing to purchasers, defaults by the purchasers would adversely affect our cash flows.

        If we decide to sell any of our properties, we presently intend to use our best efforts to sell them for cash. However, in some instances we
may sell our properties by providing financing to purchasers. If we provide financing to purchasers, we will bear the risk that the purchaser may
default, which could negatively impact our cash distributions to stockholders and result in litigation and related expenses. Even in the absence of
a purchaser default, the distribution of the proceeds of sales to our stockholders, or their reinvestment in other assets, will be delayed until the
promissory notes or other property we may accept upon a sale are actually paid, sold, refinanced or otherwise disposed of.

Risks Related to Our Debt Financings

Our operating results and financial condition could be adversely affected if we are unable to make required payments on our debt.

        Our charter and bylaws do not limit the amount or percentage of indebtedness that we may incur, and we are subject to risks normally
associated with debt financing, including the risk that our cash flows will be insufficient to meet required payments of principal and interest.
There can be no assurance that we will be able to refinance any maturing indebtedness, that such refinancing would be on terms as favorable as
the terms of the maturing indebtedness or that we will be able to otherwise obtain funds by selling assets or raising equity to make required
payments on maturing indebtedness.

        In particular, loans obtained to fund property acquisitions will generally be secured by first mortgages on such properties. If we are unable
to make our debt service payments as required, a lender could foreclose on the property or properties securing its debt. This could cause us to
lose part or all of our investment, which in turn could cause the value of our stock to decrease and negatively impact our ability to pay
distributions. Certain of our existing and future indebtedness is and may be cross-collateralized and, consequently, a default on this indebtedness
could cause us to lose part or all of our investment in multiple properties.

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

        As of December 31, 2011, we had total outstanding debt of approximately $296.8 million, and we expect that we will incur additional
indebtedness in the future. Interest we pay reduces our cash available for distributions. Since we have incurred and may continue to incur
variable rate debt, increases in interest rates raise our interest costs, which reduces our cash flows and our ability to make distributions to you. If
we are unable to refinance our indebtedness at maturity or meet our payment
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obligations, the amount of our distributable cash flows and our financial condition would be adversely affected, and we may lose the property
securing such indebtedness. In addition, if we need to repay existing debt during periods of rising interest rates, we could be required to liquidate
one or more of our investments in properties at times which may not permit realization of the maximum return on such investments.

Covenants in our mortgage loans, the credit facility and any future debt instruments could limit our flexibility, prevent us from paying
distributions, and adversely affect our financial condition or our status as a REIT.

        The terms of certain of our mortgage loans require us to comply with loan-to-collateral-value ratios, debt service coverage ratios and, in the
case of an event of default, limitations on the ability of our subsidiaries that are borrowers under our mortgage loans to make distributions to us
or our other subsidiaries. In addition, the credit facility requires us to comply with loan-to-collateral-value ratios, debt service coverage ratios,
recourse indebtedness thresholds and tangible net worth thresholds and limits, in the absence of default, our ability to pay dividends. For
example, one covenant restricts us from paying any dividends or making any payments for the repurchase or redemption of our equity securities
in an amount per year exceeding in the aggregate the greater of (i) 115% (which percentage decreases over time to 95% by March 31, 2013) of
our funds from operations (as defined in the credit facility) and (ii) the amount of distributions required to be paid for us to qualify as a REIT.
Our existing loan covenants and the credit facility covenants may reduce flexibility in our operations, and breaches of these covenants could
result in defaults under the instruments governing the applicable indebtedness even if we have satisfied our payment obligations. In addition,
upon a default, the credit facility will limit, among other things, our ability to pay dividends, even if we are otherwise in compliance with our
financial covenants and even if the dividend is less than the then current required percentage of our funds from operations. Other indebtedness
that we may incur in the future may contain financial or other covenants more restrictive than those in the credit facility.

        As of December 31, 2011, we had certain secured loans that are cross-collateralized by multiple properties. If we default on any of these
loans we may then be required to repay such indebtedness, together with applicable prepayment charges, to avoid foreclosure on all
cross-collateralized properties within the applicable pool. Moreover, the credit facility contains, and future secured corporate credit facilities
may contain, certain cross-default provisions which are triggered in the event that our other material indebtedness is in default. These
cross-default provisions may require us to repay or restructure the facility in addition to any mortgage or other debt that is in default. If our
properties were foreclosed upon, or if we are unable to refinance our indebtedness at maturity or meet our payment obligations, the amount of
our distributable cash flows and our financial condition would be adversely affected.

        We are a holding company and conduct all of our operations through our operating partnership. We do not have, apart from our ownership
of our operating partnership, any independent operations. As a result, we will rely on distributions from our operating partnership to pay any
dividends we might declare on our securities. We will also rely on distributions from our operating partnership to meet our debt service and
other obligations, including our obligations to make distributions required to maintain our REIT status. The ability of subsidiaries of our
operating partnership to make distributions to our operating partnership, and the ability of our operating partnership to make distributions to us
in turn, will depend on their operating results and on the terms of any loans that encumber the properties owned by them. Such loans may
contain lockbox arrangements, reserve requirements, financial covenants and other provisions that restrict the distribution of funds. In the event
of a default under these loans, the defaulting subsidiary would be prohibited from distributing cash. For example, our subsidiaries are party to
mortgage loans that prohibit, in the event of default, their distribution of any cash to a related party, including our operating partnership. As a
result, a default under any of these loans by the borrower subsidiaries could cause us to have insufficient cash to make the distributions required
to maintain our REIT status.
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If we enter into financing arrangements involving balloon payment obligations, it may adversely affect our ability to make distributions.

        Some of our financing arrangements require us to make a lump-sum or "balloon" payment at maturity. Our ability to make a balloon
payment at maturity is uncertain and may depend upon our ability to obtain additional financing or our ability to sell the property. At the time
the balloon payment is due, we may or may not be able to refinance the existing financing on terms as favorable as the original loan or sell the
property at a price sufficient to make the balloon payment. The effect of a refinancing or sale could affect the rate of return to stockholders and
the projected time of disposition of our assets. In addition, payments of principal and interest made to service our debts may leave us with
insufficient cash to pay the distributions that we are required to pay to maintain our qualification as a REIT.

If mortgage debt is unavailable at reasonable rates, we may not be able to finance or refinance our properties, which could reduce the
number of properties we can acquire and the amount of cash distributions we can make.

        If mortgage debt is unavailable at reasonable rates, we may not be able to finance the purchase of properties. In addition, we run the risk of
being unable to refinance mortgage debt when the loans come due or of being unable to refinance such debt on favorable terms. If interest rates
are higher when we refinance such debt, our income could be reduced. We may be unable to refinance such debt at appropriate times, which
may require us to sell properties on terms that are not advantageous to us or could result in the foreclosure of such properties. If any of these
events occur, our cash flows would be reduced. This, in turn, would reduce cash available for distribution to you and may hinder our ability to
raise more capital by issuing more stock or by borrowing more money.

Our hedging strategies may not be successful in mitigating our risks associated with interest rates and could reduce the overall returns on
your investment.

        We use various derivative financial instruments to provide a level of protection against interest rate risks, but no hedging strategy can
protect us completely. These instruments involve risks, such as the risk that the counterparties may fail to honor their obligations under these
arrangements, that these arrangements may not be effective in reducing our exposure to interest rate changes and that a court could rule that such
agreements are not legally enforceable. These instruments may also generate income that may not be treated as qualifying REIT income for
purposes of the 75% or 95% REIT income tests. In addition, the nature and timing of hedging transactions may influence the effectiveness of our
hedging strategies. Poorly designed strategies or improperly executed transactions could actually increase our risk and losses. Moreover, hedging
strategies involve transaction and other costs. We cannot assure you that our hedging strategy and the derivatives that we use will adequately
offset the risk of interest rate volatility or that our hedging transactions will not result in losses that may reduce the overall return on your
investment.

U.S. Federal Income Tax Risks

Failure to qualify as a REIT would reduce our net earnings available for investment or distribution.

        Our qualification as a REIT will depend upon our ability to meet requirements regarding our organization and ownership, distributions of
our income, the nature and diversification of our income and assets and other tests imposed by the Code. If we fail to qualify as a REIT for any
taxable year after electing REIT status, we will be subject to U.S. federal income tax on our taxable income at corporate rates. In addition, we
would generally be disqualified from treatment as a REIT for the four taxable years following the year of losing our REIT status. Losing our
REIT status would reduce our net earnings available for investment or distribution to stockholders because of the additional tax liability. In
addition, dividends to stockholders would no longer qualify for the dividends-paid deduction
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and we would no longer be required to make distributions. If this occurs, we might be required to borrow funds or liquidate some investments in
order to pay the applicable tax.

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

        In the future, we may institute a dividend reinvestment plan, which would allow our stockholders to acquire additional shares of common
stock by automatically reinvesting their cash dividends. If our stockholders participate in a dividend reinvestment plan, they will be deemed to
have received, and for 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. In addition, our stockholders will be treated for tax purposes as having received an additional
distribution to the extent the shares are purchased at a discount to fair market value. As a result, unless a stockholder is a tax-exempt entity, it
may have to use funds from other sources to pay its tax liability on the value of the shares of common stock received.

Even if we qualify as a REIT for U.S. federal income tax purposes, we may be subject to other tax liabilities that reduce our cash flow and
our ability to make distributions to our stockholders.

        Even if we qualify as a REIT for U.S. federal income tax purposes, we may be subject to some U.S. federal, state and local taxes on our
income or property. For example:

�
In order to qualify as a REIT, we must distribute annually at least 90% of our REIT taxable income to our stockholders
(which is determined without regard to the dividends-paid deduction or net capital gain). To the extent that we satisfy the
distribution requirement but distribute less than 100% of our REIT taxable income, we will be subject to U.S. federal
corporate income tax on the undistributed income.

�
We will be subject to a 4% nondeductible excise tax on the amount, if any, by which distributions we pay 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 prior years.

�
If we have net income from the sale of foreclosure property that we hold primarily for sale to customers in the ordinary
course of business or other non-qualifying income from foreclosure property, we must pay a tax on that income at the
highest corporate income tax rate.

�
If we sell an asset, other than foreclosure property, that we hold primarily for sale to customers in the ordinary course of
business, our gain would be subject to the 100% "prohibited transaction" tax unless such sale were made by our taxable
REIT subsidiary ("TRS") or if we qualify for a safe harbor from tax.

        We intend to make distributions to our stockholders to comply with the REIT requirements of the Code.

REIT distribution requirements could adversely affect our ability to execute our business plan.

        From time to time, we may generate taxable income greater than our income for financial reporting purposes, or our taxable income may be
greater than our cash flow available for distribution to stockholders (for example, where a borrower defers the payment of interest in cash
pursuant to a contractual right or otherwise). If we do not have other funds available in these situations we could be required to borrow funds,
sell investments at disadvantageous prices or find another alternative source of funds to make distributions sufficient to enable us to pay out
enough of our taxable income to satisfy the REIT distribution requirement and to avoid corporate income tax and the 4% excise tax in a
particular year. These alternatives could increase our costs or reduce the value of our equity. Thus, compliance with the REIT requirements may
hinder our ability to operate solely on the basis of maximizing profits.
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To maintain our REIT status, we may be forced to forego otherwise attractive opportunities, which may delay or hinder our ability to meet
our investment objectives and reduce our stockholders' overall return.

        To qualify as a REIT, we must satisfy certain tests on an ongoing basis concerning, among other things, the sources of our income, nature
of our assets and the amounts we distribute to our stockholders. We may be required to make distributions to stockholders at times when it
would be more advantageous to reinvest cash in our business or when we do not have funds readily available for distribution. Compliance with
the REIT requirements may hinder our ability to operate solely on the basis of maximizing profits and the value of our stockholders' investment.

Recharacterization of sale-leaseback transactions may cause us to lose our REIT status.

        We expect to purchase real properties and lease them back to the sellers of such properties. While we will use commercially reasonable
efforts to structure any such sale-leaseback transaction such that the lease will be characterized as a "true lease" for tax purposes, thereby
allowing us to be treated as the owner of the property for U.S. federal income tax purposes, we cannot assure you that the Internal Revenue
Service ("IRS") will not challenge such characterization. In the event that any such sale-leaseback transaction is challenged and recharacterized
as a financing transaction or loan for U.S. 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
"income tests" and, consequently, lose our REIT status effective with the year of recharacterization. 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.

The "taxable mortgage pool" rules may increase the taxes that we or our stockholders incur and may limit the manner in which we conduct
securitizations.

        We may be deemed to be, or make investments in entities that own or are themselves deemed to be, taxable mortgage pools. Similarly,
certain of our securitizations or other borrowings could be considered to result in the creation of a taxable mortgage pool for U.S. federal income
tax purposes. As a REIT, provided that 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. In addition, to the extent that our stock is owned by tax-exempt "disqualified organizations," such as certain government-related
entities that are not subject to tax on unrelated business income, we will incur a corporate-level tax on a portion of our income from the taxable
mortgage pool. In that case, we are authorized to reduce and intend to reduce the amount of our distributions to any disqualified organization
whose stock ownership gave rise to the tax by the amount of such tax paid by us that is attributable to such stockholder's ownership. Moreover,
we would be precluded from selling equity interests in these securitizations to outside investors, or selling any debt securities issued in
connection with these securitizations that might be considered to be equity interests for U.S. federal income tax purposes. These limitations may
prevent us from using certain techniques to maximize our returns from securitization transactions.

We may be subject to adverse legislative or regulatory tax changes affecting REITs that could have a negative effect on us.

        The rules dealing with federal income taxation are constantly under review by persons involved in the legislative process and by the IRS
and the U.S. Department of the Treasury. Changes to the tax laws, with or without retroactive application, could adversely affect our
stockholders or us. We cannot
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predict how changes in the tax laws might affect our stockholders or us. New legislation, Treasury Regulations, administrative interpretations or
court decisions could significantly and negatively affect our ability to qualify as a REIT or the federal income tax consequences of such
qualification.

Item 1B.    Unresolved Staff Comments

        None.

Item 2.    Properties

        Our target properties fit into three general categories:

�
Warehouse/Distribution�properties generally 200,000 to 1,000,000 square feet in size with ceiling heights between 22 feet
and 36 feet and used to store and ship various materials and products.

�
Manufacturing�properties generally 75,000 to 250,000 square feet in size with ceiling heights between 16 feet and 22 feet and
used to manufacture all types of goods and products.

�
Flex/Office�properties generally 50,000 square feet to 200,000 square feet in size and used for office space, light
manufacturing, research and development and warehousing.

        We target Class B properties, as compared to Class A properties. The distinction between Class A industrial and Class B industrial
properties is subjective. However, we consider Class A and Class B industrial properties to be as follows:

�
Class A industrial properties typically possess most of the following characteristics: concrete tilt-up construction, clear
height in excess of 26 feet, a ratio of dock doors to floor area that is more than one door per 10,000 square feet, truck courts
sized to accommodate easy maneuvering of long-haul tractor trailer trucks, energy efficient design characteristics, less than
15 years old and square footage generally in excess of 200,000 square feet.

�
Class B industrial properties typically vary from Class A industrial properties in that they have some but not all of the
features of the Class A industrial properties. These properties remain functional but are less attractive to high volume
distribution users.

Our definition of Class A and Class B may be different from those used by other companies.

        As of December 31, 2011, we owned the properties listed below. Except as otherwise noted in the footnotes, we own fee simple interests in
all of the properties.

State City

Number
of

Properties Asset Type

Total
Rentable
Square

Feet
Arkansas

Rogers 1 Warehouse/Distribution 400,000
Delaware

Newark(3) 1 Flex/Office 28,653
Newark(3) 1 Flex/Office 24,012

Florida
Daytona
Beach(3) 1

Manufacturing
142,857

Pensacola(3) 1 Flex/Office 30,620
Pensacola(3) 1 Flex/Office 7,409
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State City

Number
of

Properties Asset Type

Total
Rentable
Square

Feet
Georgia

LaGrange(4) 1 Warehouse/Distribution 249,716
Conyers(5) 1 Warehouse/Distribution 226,256

Idaho
Pocatello(3) 1 Flex/Office 43,353

Indiana
Albion(3) 8 Manufacturing 319,513
Elkhart(3) 1 Warehouse/Distribution 150,715
Elkhart(3) 1 Warehouse/Distribution 18,000
Goshen(5) 1 Warehouse/Distribution 366,000

Iowa
Sergeant Bluff(3) 1 Flex/Office 148,131

Kansas
Great Bend(3) 2 Warehouse/Distribution 572,114

Kentucky
Bardstown(3) 1 Warehouse/Distribution 102,318
Danville(4) 1 Warehouse/Distribution 766,185
Georgetown(5) 1 Warehouse/Distribution 97,500
Louisville(5) 1 Warehouse/Distribution 191,820
Louisville(5) 1 Warehouse/Distribution 306,000

Maine
Belfast(4) 5 Flex/Office 318,979
Lewiston(3) 1 Flex/Office 60,000

Maryland
Sparks(3) 2 Flex/Office 34,800

Massachusetts
Malden(3) 1 Manufacturing 46,129
Malden(3) 1 Manufacturing 63,814
Norton(8) 1 Warehouse/Distribution 200,000

Michigan
Chesterfield(3) 1 Warehouse/Distribution 49,849
Chesterfield(3) 1 Warehouse/Distribution 49,612
Chesterfield(3) 1 Warehouse/Distribution 68,300
Chesterfield(3) 1 Warehouse/Distribution 311,042
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