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Proposed
Amount Maximum Proposed
Title of Each Class of To Be Offering Price Maximum Amount Of
Securities To Be Registered Registered Per Unit Offering Price Registration Fee
5.00% Convertible Senior Notes due 2023 $200,000,000(1) $1,000 $200,000,000(1) $27,280(2)
Common Stock, par value $0.01 per share (3) 3) 3) 3)

(1) Includes 5.00% Convertible Senior Notes due 2023 that may be purchased by the underwriters pursuant to their option to purchase
additional 5.00% Convertible Senior Notes due 2023 to cover over-allotments, if any.
(2) Calculated in accordance with Rule 457(0) and Rule 457(r) under the Securities Act and relates to the Registration Statement on
Form S-3 (File No. 333-187610) filed by Colony Financial, Inc. on March 29, 2013. Pursuant to Rule 457(p) under the Securities Act
of 1933, as amended, filing fees aggregating $16,254 have already been paid with respect to unsold securities registered pursuant to
the Registration Statement on Form S-3 (333-176481), and are being carried forward. As a result, $16,254 of the filing fee of $27,280
due for this offering are offset against the registration fee previously paid. The remaining balance of the filing fee, $11,026, has been

paid.

(3) There are also being registered hereby an indeterminate number of shares of common stock into which the 5.00% Convertible
Senior Notes due 2023 may be converted. Pursuant to Rule 457(1) under the Securities Act, no separate registration fee is payable
where convertible securities and the securities into which conversion is offered are registered at the same time and no additional

consideration is to be received in connection with the exercise of the conversion privilege.
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Filed Pursuant to Rule 424(b)(5)
Registration No. 333-187610

Prospectus Supplement
(To prospectus dated March 29, 2013)

$175,000,000

ColonyFinancial, Inc.

5.00% Convertible Senior Notes due 2023

We are offering $175,000,000 aggregate principal amount of our 5.00% Convertible Senior Notes due 2023, or the notes, under
this prospectus supplement. The notes will bear interest at a rate equal to 5.00% per year, payable semiannually in arrears on April 15
and October 15 of each year, beginning on October 15, 2013. The notes will mature on April 15, 2023.

Holders may convert any of their notes into shares of our common stock at their option, at the applicable conversion rate, at any
time prior to the close of business on the second scheduled trading day immediately preceding the maturity date, unless the notes have
been previously repurchased or redeemed by us.

The conversion rate will initially equal 42.3819 shares of common stock per $1,000 principal amount of notes (equivalent to a
conversion price of approximately $23.60 per share of common stock). The conversion rate will be subject to adjustment upon the
occurrence of certain events, but will not be adjusted for any accrued and unpaid interest. In addition, following the occurrence of a
make-whole fundamental change, we will, in certain circumstances, increase the conversion rate for a holder that converts its notes in
connection with such make-whole fundamental change.

The notes will be subject to redemption at our option, in whole or in part, on any business day on or after April 22, 2020 if the last
reported sale price of our common stock has been at least 130% of the conversion price then in effect for at least 20 trading days
(whether or not consecutive) during any 30 consecutive trading day period ending on, and including, the trading day immediately
preceding the date on which we provide notice of redemption at a redemption price equal to 100% of the principal amount of the notes
to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date. No sinking fund will be provided for the
notes.

If we undergo a fundamental change, holders may require us to purchase the notes in whole or in part for cash at a fundamental
change purchase price equal to 100% of the principal amount of the notes to be purchased, plus accrued and unpaid interest, if any, to,
but excluding, the fundamental change purchase date.

The notes will be our senior unsecured obligations and will rank senior in right of payment to any future indebtedness that is
expressly subordinated in right of payment to the notes, equal in right of payment to our existing and future unsecured indebtedness
that is not so subordinated, effectively junior to any future secured indebtedness to the extent of the value of the assets securing such
indebtedness and structurally junior to all existing and future indebtedness (including trade payables) and preferred equity of our
subsidiaries, as described in this prospectus supplement.

We do not intend to apply for listing of the notes on any securities exchange. Our common stock, par value $0.01 per share, is
listed on the New York Stock Exchange under the trading symbol “CLNY.”

The last reported sale price of our common stock on the New York Stock Exchange on April 4, 2013 was $21.45 per share.

Investing in the notes involves certain risks. See “Risk Factors” beginning on page S-7 of this prospectus supplement and
in the reports we file with the Securities and Exchange Commission pursuant to the Securities Exchange Act of 1934, as
amended, incorporated by reference in this prospectus supplement and the accompanying prospectus, to read about factors
you should consider before making an investment in the notes.




Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per Note Total
Public offering price (1) 100.00% $175,000,000
Underwriting discounts and commissions 3.00% $ 5,250,000
Proceeds, before expenses, to us 97.00% $169,750,000

(1) Plus accrued interest, if any, from April 10, 2013.

To the extent the underwriters sell more than $175,000,000 principal amount of notes, the underwriters will have the option to
purchase within 30 days from the date of this prospectus supplement up to an additional $25,000,000 principal amount of notes from
us at the public offering price less the underwriting discount to cover over-allotments, if any.

The underwriters expect to deliver the notes in book-entry form only through the facilities of The Depository Trust Company on or
about April 10, 2013.

Goldman, Sachs & Co. BofA Merrill Lynch Credit Suisse  J.P. Morgan

The date of this prospectus supplement is April 5, 2013.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of this offering and
also adds to and updates information contained in the accompanying prospectus and the documents incorporated by reference. The
second part is the accompanying prospectus, which gives more general information, some of which may not apply to this offering. To
the extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and the information
contained in the accompanying prospectus, on the other hand, the information in this prospectus supplement shall control. In addition,
any statement in a filing we make with the Securities and Exchange Commission, or the SEC, that adds to, updates or changes
information contained in an earlier filing we made with the SEC shall be deemed to modify and supersede such information in the
earlier filing.

You should read this document together with additional information described under the heading “Where You Can Find
More Information and Incorporation by Reference” in this prospectus supplement. You should rely only on the information
contained or incorporated by reference in this document. Neither we nor the underwriters have authorized anyone to provide
you with different information. If anyone provides you with different or inconsistent information, you should not rely on it.
You should assume that the information in this prospectus supplement and the accompanying prospectus, as well as the
information we have previously filed with the SEC and incorporated by reference in this document, is accurate only as of its
date or the date which is specified in those documents.

99 ¢ 99 ¢ 99 ¢ 929 ¢¢ 99

Unless the context requires otherwise, references in this prospectus supplement to “Colony,” “the Company,” “we,” “us,” “our
or “our company” are to Colony Financial, Inc., a Maryland corporation, and its subsidiaries. We refer to our manager, Colony
Financial Manager, LLC, as our “Manager,” and the parent company of our Manager, Colony Capital, LLC, together with its
consolidated subsidiaries (other than us), as “Colony Capital.” The term “you” refers to a prospective investor.

S-i1
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus supplement, the accompanying prospectus and the documents we incorporate
by reference constitute forward-looking statements within the meaning of federal securities laws, and we intend such statements to be
covered by the safe harbor provisions contained therein. Forward-looking statements relate to expectations, beliefs, projections, future
plans and strategies, anticipated events or trends and similar expressions concerning matters that are not historical facts. In some cases,
you can identify forward-looking statements by the use of forward-looking terminology such as “may,” “will,” “should,” “expects,”
“intends,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” or “potential” or the negative of these words and phrases or
similar words or phrases which are predictions of or indicate future events or trends and which do not relate solely to historical
matters. You can also identify forward-looking statements by discussions of strategy, plans or intentions.

29 ¢¢ 29 ¢¢ 29 <6

The forward-looking statements contained in this prospectus supplement, the accompanying prospectus and the documents that
we incorporate by reference into these documents reflect our current views about future events and are subject to numerous known and
unknown risks, uncertainties, assumptions and changes in circumstances that may cause our actual results to differ significantly from
those expressed in any forward-looking statement. The following factors, among others, could cause actual results and future events to
differ materially from those set forth or contemplated in the forward-looking statements:

» the use of proceeds of this offering and future offerings of securities;

* market trends in our industry, interest rates, real estate values, the debt securities markets or the general economy or the
demand for commercial real estate loans;

* our business and investment strategy, including the ability of CSFR Operating Partnership, L.P. or “CSFR OP” (in which we
have a significant investment) to execute its single-family home rental strategy;

* our projected operating results;

» actions and initiatives of the U.S. government and changes to U.S. government policies and the execution and impact of
these actions, initiatives and policies;

» the state of the U.S. economy generally or in specific geographic regions;

* our ability to obtain and maintain financing arrangements, including securitizations;

* the amount of commercial mortgage loans requiring refinancing in future periods;

» the availability of attractive investment opportunities;

+ the availability and costs of debt financing from traditional lenders;

* the volume of short-term loan extensions;

» the demand for new capital to replace maturing loans;

» the amount of capital we intend to invest in our single-family home rental strategy in the near term;
* our expected leverage;

« general volatility of the securities markets in which we participate;

» changes in the value of our assets;

* interest rate mismatches between our target assets and any borrowings used to fund such assets;
» changes in interest rates and the market value of our target assets;

« changes in prepayment rates on our target assets;

S-1ii
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effects of hedging instruments on our target assets;

» rates of default or decreased recovery rates on our target assets;

» the degree to which our hedging strategies may or may not protect us from interest rate volatility;

* impact of and changes in governmental regulations, tax law and rates, accounting guidance and similar matters;

* our ability to maintain our qualification as a real estate investment trust (“REIT”) for U.S. federal income tax purposes;

* our ability to maintain our exemption from registration as an investment company under the Investment Company Act of
1940, as amended (the “1940 Act”);

» availability of opportunities to acquire commercial mortgage-related, real estate-related and other securities;
+ availability of qualified personnel;
» estimates relating to our ability to make distributions to our stockholders in the future; and

* our understanding of our competition.

While forward-looking statements reflect our good faith beliefs, assumptions and expectations, they are not guarantees of future
performance. Furthermore, we disclaim any obligation to publicly update or revise any forward-looking statement to reflect changes in
underlying assumptions or factors, of new information, data or methods, future events or other changes. For a detailed discussion of
the risks and uncertainties that may cause our actual results, performance or achievements to differ materially from those expressed or
implied by forward-looking statements, see the section entitled “Risk Factors” in our Annual Report on Form 10-K as amended by our
Annual Report on Form 10K/A for the fiscal year ended December 31, 2012 and in other documents that we may file from time to time
in the future with the SEC. Moreover, because we operate in a very competitive and rapidly changing environment, new risk factors
are likely to emerge from time to time. Given these risks and uncertainties, investors should not place undue reliance on forward-
looking statements as a prediction of actual results.

S-iv
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PROSPECTUS SUMMARY

This summary description of us and our business highlights selected information about us contained elsewhere in this
prospectus supplement or the accompanying prospectus or the documents incorporated by reference herein or therein. This
summary does not contain all of the information about us that you should consider before buying notes in this offering. You should
carefully read this entire prospectus supplement and the accompanying prospectus, including each of the documents incorporated
herein and therein by reference, before making an investment decision.

Our Company

We are a real estate investment and finance company that owns and manages a diversified portfolio of real estate-related debt
and equity investments including ownership interests in single-family homes for the purpose of renting the homes to tenants. We
were formed on June 23, 2009 as a Maryland corporation and completed our initial public offering on September 29, 2009. Our
investment portfolio and target assets are primarily composed of interests in: (i) secondary loans acquired at a discount to par;

(i1) new originations; and (ii1) equity in single-family homes to be held for investment and rented to tenants. Secondary debt

purchases may include performing, sub-performing or non-performing loans (including loan-to-own strategies). We invest in
single-family homes through our investment in CSFR OP, a newly formed investment vehicle sponsored and managed by an
affiliate of our Manager.

Our objective is to provide attractive risk-adjusted returns to our investors through a diversified portfolio of real estate-related
debt and equity investments, including single-family homes to be rented to tenants. The total return profile of our investments is
composed of both current yield, which is distributed through regular-way dividends, and capital appreciation potential, which is
distributed through regular-way and/or special dividends.

We are externally managed and advised by our Manager pursuant to the terms of a management agreement. Our Manager is a
wholly-owned subsidiary of Colony Capital, a privately held independent global real estate investment firm founded in 1991 by
Thomas J. Barrack, Jr., our Executive Chairman.

We are organized and conduct our operations to qualify as a REIT, and generally are not subject to U.S. federal income taxes
on our taxable income to the extent that we annually distribute all of our taxable income to stockholders and maintain qualification
as a REIT, although we are subject to U.S. federal income tax on income earned through our taxable subsidiaries. We also operate
our business in a manner that will permit us to maintain our exemption from registration as an investment company under the 1940
Act.

Our principal executive offices are located at 2450 Broadway, 6th Floor, Santa Monica, CA, 90404. Our telephone number is
(310) 282-8820, and our website address is www.colonyfinancial.com. The information found on or accessible through our
website is not incorporated into, and does not form a part of, this prospectus or any applicable prospectus supplement.

Recent Developments

On January 16, 2013, we issued a total of 11,500,000 shares of common stock (including the full exercise by the underwriters
of their option to purchase additional shares of common stock in connection with the offering) in a public offering that generated
approximately $232.3 million of net proceeds to us. Approximately $20.0 million of these net proceeds were invested in CSFR OP
as described below, and the remaining net proceeds were used to acquire additional target assets as described below and for
working capital and general corporate purposes.

S-1
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From January 1, 2013 through March 31, 2013, we invested an additional $120.0 million in CSFR OP, bringing our aggregate
investment in CSFR OP to $375.0 million. In addition, we have unfunded commitments of $175.0 million, which unfunded
commitments the general partner of CSFR OP is authorized to call in its discretion. As of March 31, 2013, our aggregate
investment commitment in CSFR OP represented approximately 33% of our total assets. As of March 31, 2013, CSFR OP had
raised total equity commitments of approximately $2.2 billion (including our aggregate investment as of such date).

In the first quarter of 2013, we invested an aggregate of $63.0 million in joint ventures with certain private investment funds
or other investment vehicles managed by Colony Capital or its aftiliates (collectively, “Co-Investment Funds™), which was used to
originate, fund or acquire various mortgage loans in four separate transactions.

In March 2013, we participated in a recently originated $375.0 million first mortgage loan secured by 11 upscale athletic
clubs located in California. The loan bears an 8.0% fixed interest rate with a 25 year amortization schedule and has a five year
term. The loan may be increased to $400.0 million based on the achievement of certain performance metrics by the borrower. Our
share of the fully funded loan will be $132.0 million.

In March 2013, we invested $34.0 million in a joint venture with a minority unaffiliated investor that funded $41.0 million of
participating preferred equity in a newly formed entity that acquired a multifamily portfolio composed of approximately 2,200
units in the Atlanta and Dallas/Fort Worth metropolitan areas. The sponsor funded $14.0 million of common equity at closing. The
preferred equity provides a 12% preferred return, 1% issuance fee and a 30% profit participation after the joint venture and the
sponsor have each attained a 12% internal rate of return. The joint venture may fund an additional $34.0 million to fund moderate
renovations and future acquisitions, which we would approve at our sole discretion. Our share of this participating preferred equity
investment is 83%.

On March 15, 2013, our Board of Directors declared a dividend of $0.35 per share of common stock and $0.53125 per share
of our Series A Cumulative Redeemable Perpetual Preferred Stock for the quarter ended March 31, 2013. Both dividends will be
paid on April 15, 2013 to stockholders of record on March 29, 2013. As of March 29, 2013, 64,598,460 shares of our common
stock were issued and outstanding on a fully diluted basis.

S-2
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THE OFFERING

The following summary is provided solely for your convenience and is not intended to be complete. You should read the full
text and more specific details contained elsewhere in this prospectus supplement and the accompanying prospectus. In this section,
references to “Colony, 7 we,” “us,”

RN TS

the Company,” “we,” “us,” “our” or “our company’ refer only to Colony Financial, Inc. and not its
subsidiaries. For a more detailed description of the notes, see “Description of the Notes " in this prospectus supplement and
“Description of Debt Securities” in the accompanying prospectus. Unless otherwise noted, the information in this prospectus
supplement assumes that the underwriters’ over-allotment option to purchase additional notes will not be exercised.

Issuer Colony Financial, Inc.

Securities Offered $175,000,000 principal amount of 5.00% Convertible Senior Notes due 2023
(plus up to an additional $25,000,000 principal amount if the underwriters
exercise their option to purchase additional notes to cover over-allotments, if

any).
Maturity April 15, 2023, unless earlier repurchased or redeemed by us or converted.
Issue Price 100%
Interest Rate and Payment Dates 5.00% per year. Interest will accrue from the date of issuance (which is

scheduled for April 10, 2013) or from the most recent date to which interest has
been paid or duly provided for, and will be payable semiannually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2013.

We will also pay additional interest as the sole remedy relating to the failure to
comply with our reporting obligations as described under “Description of the
Notes—Events of Default.”

Conversion Rights Holders may convert their notes into shares of our common stock at their option,
at the applicable conversion rate, prior to the close of business on the second
scheduled trading day immediately preceding the maturity date, unless the notes
have been previously repurchased or redeemed by us.

The conversion rate will initially equal 42.3819 shares of common stock per
$1,000 principal amount of notes (equivalent to a conversion price of
approximately $23.60 per share of common stock). The conversion rate will be
subject to adjustment upon the occurrence of certain events, but will not be
adjusted for any accrued and unpaid interest.

In addition, following the occurrence of a make-whole fundamental change, we
will, in certain circumstances, increase the conversion rate for a holder that
converts its notes in connection with such make-whole fundamental change. See
“Description of the Notes—Adjustment to Conversion Rate Upon Conversion in
Connection with a Make-Whole Fundamental Change.”
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Settlement Upon Conversion

Optional Redemption

Fundamental Change

Ranking

Events of Default

You will not receive any additional cash payment representing accrued and
unpaid interest, if any, upon conversion of a note, except in limited
circumstances. Instead, interest will be deemed paid by our delivery of the shares
of our common stock, together with any cash payment for any fractional share,
into which your note is convertible. See “Description of the Notes—Conversion
Rights—General.”

Upon conversion of the notes, a holder will receive, on or prior to the third
trading day following the conversion date, a number of shares of common stock
equal to (i) (A) the aggregate principal amount of notes to be converted, divided
by (B) $1,000, multiplied by (ii) the applicable conversion rate in effect on the
conversion date. See “Description of Notes—Conversion Rights—Settlement
Upon Conversion.”

The notes will be subject to redemption at our option, in whole or in part, on any
business day on or after April 22, 2020 if the last reported sale price of our
common stock has been at least 130% of the conversion price then in effect for at
least 20 trading days (whether or not consecutive) during any 30 consecutive
trading day period ending on, and including, the trading day immediately
preceding the date on which we provide notice of redemption at a redemption
price equal to 100% of the principal amount of the notes to be redeemed, plus
accrued and unpaid interest to, but excluding, the redemption date.

If we undergo a “fundamental change” (as defined under “Description of the
Notes—Fundamental Change Permits Holders to Require Us to Purchase
Notes”), subject to certain conditions, you may require us to purchase for cash
all or part of your notes. The fundamental change purchase price will equal
100% of the principal amount of the notes to be purchased, plus accrued and
unpaid interest, if any, to, but excluding, the fundamental change purchase date.

The notes will be our senior unsecured obligations and will rank:

* senior in right of payment to any future indebtedness we may have that is
expressly subordinated in right of payment to the notes;

* equal in right of payment to our existing and future unsecured indebtedness
that is not so subordinated;

« cffectively junior in right of payment to any of our existing and future secured
indebtedness, to the extent of the value of the assets securing such
indebtedness; and

« structurally subordinated to all existing and future indebtedness (including
trade payables) and preferred equity of our subsidiaries.

Except as described under “Description of the Notes—Events of Default,” if an
event of default with respect to the notes occurs, holders may, upon satisfaction
of certain conditions, accelerate the
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Restrictions on Ownership and Transfer

Book-Entry Form

Absence of a Public Market for the Notes

principal amount of the notes plus accrued and unpaid interest. In addition, the
principal amount of the notes plus accrued and unpaid interest will automatically
become due and payable in the case of certain types of bankruptcy or insolvency
events of default involving us.

To assist us in complying with the limitations on the concentration of ownership
of a REIT imposed by the Internal Revenue Code, our charter contains
ownership and transfer restrictions relating to our capital stock. See “Restrictions
on Ownership and Transfer” in the accompanying prospectus for additional
information about these restrictions.

Notwithstanding any other provision of the notes, no holder of notes will be
entitled to receive our common stock following conversion of such notes to the
extent that receipt of such common stock would cause such holder (after
application of certain constructive ownership rules) to exceed the ownership
restrictions contained in our charter.

If any delivery of shares of our common stock owed to a holder upon conversion
of notes is not made, in whole or in part, as a result of the limitations described
above, our obligation to make such delivery shall not be extinguished and we
shall deliver such shares as promptly as practicable after any such converting
holder gives notice to us that such delivery would not result in it being the
beneficial or constructive owner of more than 9.8% (by value or number,
whichever is more restrictive) of the shares of common stock, or of our
outstanding capital stock, outstanding at such time.

The notes will be issued in book-entry form and will be represented by one or
more permanent global certificates deposited with, or on behalf of, The
Depository Trust Company, which we refer to as DTC, and registered in the
name of a nominee of DTC. Beneficial interests in any of the notes will be
shown on, and transfers will be effected only through, records maintained by
DTC or its nominee and any such interest may not be exchanged for certificated
securities, except in limited circumstances.

Prior to this offering, there was no public market for the notes, and we do not
intend to list the notes on any national securities exchange. If no active trading
market develops, you may not be able to resell your notes at their fair market
value or at all. Future trading prices of the notes will depend on many factors,
including the market price of our common stock, prevailing interest rates, our
operating results and the market for similar securities. We have been informed by
the representative of the underwriters that certain underwriters currently intend
to make a market in the notes after this offering is completed. However, such
underwriters are not obligated to do so, and they may cease their market-making
at any time and without notice.
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No Listing

Material U.S. Federal Income Tax
Consequences

Trustee, Paying Agent and Conversion Agent

Use of Proceeds

Governing Law

Risk Factors

We do not intend to apply for listing of the notes on any securities exchange. Our
common stock is listed on the New York Stock Exchange under the symbol
“CLNY.”

For certain material U.S. federal income tax considerations relating to the
purchase, ownership and disposition of the notes and the shares of our common
stock into which the notes are convertible, see “Additional U.S. Federal Income
Tax Considerations” in this prospectus supplement and “U.S. Federal Income
Tax Considerations” in the accompanying prospectus.

The Bank of New York Mellon.

We estimate that the net proceeds from this offering will be approximately
$169.4 million (or approximately $193.7 million if the underwriters exercise
their option to purchase additional notes to cover over-allotments, if any, in full),
after deducting underwriting discounts and commissions and estimated offering
expenses payable by us. We intend to use the net proceeds from this offering to
acquire our target assets in a manner consistent with our investment strategies
and investment guidelines and for general corporate purposes.

New York

An investment in the notes involves risks, and prospective investors should
carefully consider the matters discussed under “Risk Factors” beginning on
page S-7 of this prospectus supplement and the reports we file with the SEC
pursuant to the Securities Exchange Act of 1934, as amended, or the Exchange
Act, incorporated by reference into this prospectus supplement and the
accompanying prospectus, before making a decision to invest in the notes.
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RISK FACTORS

Investing in the notes and our common stock involves risks. You should carefully read and consider the risks described below and
in the documents incorporated by reference in this prospectus supplement and the accompanying prospectus, including in our Annual
Report on Form 10-K for the year ended December 31, 2012, before making an investment decision. These risks are not the only ones
facing us. Additional risks not presently known to us or that we currently deem immaterial may also impair our business operations.
Our business, financial condition and results of operations could be materially adversely affected by the materialization of any of these
risks. The trading price of our common stock could decline due to the materialization of any of these risks, and you may lose all or
part of your investment.

Risks Related to Our Investments

Our investment in CSFR OP is subject to various risks, any of which could have a material adverse impact on our business
and results of operations

As we have previously disclosed, we have made a significant investment in CSFR OP, and indirectly in the single family home
business conducted by CSFR OP, and have committed to make additional investments in CSFR OP in the future. CSFR OP has been an
active acquirer of single family homes. In many cases, the homes that it acquires are not leased or immediately ready for lease upon
their acquisition. As a result, CSFR OP has not, as of December 31, 2012, generated a profit to us, and we do not expect that it will do
so in the near term. CSFR OP’s profitability in the future will depend on a number of factors, including the extent to which the pace of
renovating and leasing vacant homes exceeds the pace of acquiring vacant homes.

In addition, CSFR OP has raised a significant amount of capital from sources other than us in the past, and may well do so in the
future, including through private placements or through an initial public offering. We do not have any approval rights over such capital
raises. To the extent that CSFR OP raises additional capital, whether in private or public offerings, and we do not contribute our pro
rata share of such capital, such offerings would dilute our percentage interest in CSFR OP. Furthermore, if such capital is not deployed
in an effective manner, it could dilute our overall investment in CSFR OP.

Risks Related to the Notes and to this Offering

We expect that the trading price of the notes will be significantly affected by changes in the market price of our common stock,
the interest rate environment and our credit quality, each of which could change substantially at any time.

We expect that the trading price of the notes will depend on a variety of factors, including, without limitation, the market price of
our common stock, the interest rate environment and our credit quality. Each of these factors may be volatile, and may or may not be
within our control.

For example, the trading price of the notes will increase with the market price and volatility of our common stock. We cannot,
however, predict whether the market price of our common stock will rise or fall or whether the volatility of our common stock will
continue at its historical level. In addition, general market conditions, including the level of, and fluctuations in, the market price of
stocks generally, may affect the market price and the volatility of our common stock. Moreover, we may or may not choose to take
actions that could influence the volatility of our common stock.

Likewise, if interest rates, or expected future interest rates, rise during the term of the notes, the yield of the notes will likely
decrease, but the value of the convertibility option embedded in the notes will likely increase. Because interest rates and interest rate
expectations are influenced by a wide variety of factors, many of which are beyond our control, we cannot assure you that changes in
interest rates or interest rate expectations will not adversely affect the trading price of the notes.
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Furthermore, the trading price of the notes will likely be significantly affected by any change in our credit quality. Because our
credit quality is influenced by a variety of factors, some of which are beyond our control, we cannot guarantee that we will maintain or
improve our credit quality during the term of the notes. In addition, because we may choose to take actions that adversely affect our
credit quality, such as incurring additional debt, there can be no guarantee that our credit quality will not decline during the term of the
notes, which would likely negatively impact the trading price of the notes.

The claims of holders of the notes will be structurally subordinated to claims of creditors of our subsidiaries because our
subsidiaries will not guarantee the notes. In addition, we are a holding company with minimal independent operations. Our ability
to repay our debt, including the notes, depends on the performance of our subsidiaries and their ability to make distributions to us.

The notes will not be guaranteed by any of our subsidiaries. Accordingly, none of our subsidiaries is currently, and may not
become, obligated to pay any amounts due pursuant to the notes, or to make any funds available therefor. Consequently, claims of
holders of the notes will be structurally subordinated to the claims of creditors and preferred stockholders of these subsidiaries,
including trade creditors. As a result, in the event of a bankruptcy, liquidation or reorganization of any of our subsidiaries, such
subsidiaries will pay the holders of their debt and their trade creditors before they will be able to distribute any of their assets to us.

As a holding company, substantially all of our business is conducted through our subsidiaries, which are separate and distinct
legal entities. Therefore, our ability to service our indebtedness, including the notes, is dependent on the earnings and the distribution
of funds (whether by dividend, distribution or loan) from our subsidiaries. None of our subsidiaries is obligated to make funds
available to us for payment on the notes. We cannot assure you that the agreements governing the existing and future indebtedness of
our subsidiaries will permit our subsidiaries to provide us with sufficient dividends, distributions or loans to fund payments on the
notes when due. In addition, any payment of dividends, distributions or loans to us by our subsidiaries could be subject to restrictions
on dividends or repatriation of earnings under applicable local law and monetary transfer restrictions in the jurisdictions in which our
subsidiaries operate.

As of March 31, 2013, the notes would have been structurally subordinated to $103.2 million of our consolidated indebtedness
secured by the assets of certain of our subsidiaries.

The notes are unsecured and will be effectively subordinated to our secured indebtedness to the extent of the value of the
property securing such indebtedness.

Our obligations under the notes are not secured by any of our assets. As of March 31, 2013, $103.2 million of our indebtedness
was secured by certain mortgaged assets of certain of our subsidiaries.

Secured creditors are entitled to the proceeds from the sale or other disposition of assets securing their indebtedness in
satisfaction of such indebtedness before any of such assets or proceeds become available to unsecured creditors. Accordingly, claims
of holders of the notes will be subordinated to our secured creditors to the extent of the value of the assets securing our secured
indebtedness.

We will continue to have the ability to incur debt after this offering; if we incur substantial additional debt, these higher levels
of debt may affect our ability to pay the principal of and interest on the notes.

As of March 31, 2013, we had total consolidated indebtedness of approximately $103.2 million, secured by certain mortgaged
assets of certain of our subsidiaries. We and our subsidiaries may be able to incur substantial additional debt in the future, some of
which may be secured debt. Neither the base indenture nor the supplemental indenture governing the notes restricts our ability to incur
additional indebtedness or require us to maintain financial ratios or specified levels of net worth or liquidity. If we incur substantial
additional indebtedness in the future, these higher levels of indebtedness may affect our ability to pay the principal of and interest on
the notes, or any fundamental change purchase price, and our creditworthiness generally.
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We and our subsidiaries are, and may in the future become, parties to agreements and instruments, which, among other things,
may contain financial and other restrictive covenants that will limit our ability to engage in activities that may be in our long-term best
interests. For example, under the terms of our revolving credit facility, we are required to satisfy certain financial covenants, including
among others, a minimum consolidated fixed charge coverage ratio of 2.25 to 1.0; a maximum consolidated leverage ratio of 0.5 to
1.0, minimum liquidity not less than $5,000,000; and a minimum consolidated tangible net worth greater than or equal to the sum of
(1) $682,000,000 and (ii) 80% of net cash proceeds received by us from issuances or sales of equity interests of the Company occurring
after July 31, 2012. Our failure to comply with those covenants could result in an event of default that, if not cured or waived, could
result in the acceleration of all of our debt. Additionally, if an event of default exists under the documents governing our revolving
credit facility, we are restricted, in certain circumstances, from making any distributions in respect of our equity securities, including
distributions to our stockholders necessary to maintain our qualification as a REIT, which could cause us to lose our REIT qualification
and become subject to U.S. federal income tax.

Servicing the notes requires a significant amount of cash, and we may not have sufficient cash flow from our business to pay
our debt.

Our ability to make scheduled payments of the principal of, to pay interest on or to refinance our indebtedness, including the
notes, depends on our future performance, which is subject to economic, financial, competitive and other factors beyond our control.
Our business may not continue to generate cash flow from operations in the future sufficient to service our debt and make necessary
capital expenditures. If we are unable to generate such cash flow, we may be required to adopt one or more alternatives, such as selling
assets, restructuring debt or obtaining additional equity capital on terms that may be onerous or highly dilutive. Our ability to refinance
our indebtedness will depend on the capital markets and our financial condition at such time. We may not be able to engage in any of
these activities or engage in these activities on desirable terms, which could result in a default on our debt obligations.

The notes are not protected by restrictive covenants, which in turn may allow us to engage in a variety of transactions that
may impair our ability to fulfill our obligations under the noftes.

The indenture governing the notes does not contain any financial covenants and will not restrict us from paying dividends,
incurring debt or issuing or repurchasing our other securities. Because the indenture does not contain any covenants or other provisions
designed to afford holders of the notes protection in the event of a highly leveraged transaction involving us or in the event of a decline
in our credit rating for any reason, including as a result of a takeover, recapitalization, highly leveraged transaction or similar
restructuring involving us, except to the extent described under “Description of the Notes—Fundamental Change Permits Holders to
Require Us to Purchase Notes,” “Description of the Notes—Consolidation, Merger and Sale of Assets” and “Description of the Notes
—Adjustment to Conversion Rate Upon Conversion in Connection with a Make-Whole Fundamental Change,” we may engage in
transactions that may impair our ability to fulfill our obligations under the notes. Other than the repurchase right, the restrictions
provided by the merger covenant and our obligation to increase the conversion rate with respect to the notes in certain circumstances
upon the occurrence of certain events, we generally have no duty to consider the interests of holders of the notes in determining
whether to engage in such transactions.

Recent regulatory actions may adversely affect the trading price and liquidity of the notes.

We expect that many investors in, and potential purchasers of, the notes will employ, or seek to employ, a convertible arbitrage
strategy with respect to the notes. Investors would typically implement this strategy by selling short the common stock underlying the
notes and dynamically adjusting their short position while they hold the notes. Investors may also implement this strategy by entering
into swaps on our common stock in lieu of or in addition to short selling the common stock.

The SEC and other regulatory and self-regulatory authorities have implemented various rules and may adopt additional rules in
the future that may impact those engaging in short selling activity involving equity securities

S-9



Table of Contents

(including our common stock), including Rule 201 of SEC Regulation SHO, the Financial Industry Regulatory Authority, Inc.’s “Limit
Up-Limit Down” program, market-wide circuit breaker systems that halt trading of securities for certain periods following specific
market declines, and rules stemming from the enactment and implementation of the Dodd-Frank Wall Street Reform and Consumer
Protection Act. Past regulatory actions, including emergency actions or regulations have had a significant impact on the trading prices
and liquidity of equity-linked instruments. Any governmental action that similarly restricts the ability of investors in, or potential
purchasers of, the notes to effect short sales of our common stock or enter into swaps on our common stock could similarly adversely
affect the trading price and the liquidity of the notes.

In addition, if investors and potential purchasers seeking to employ a convertible arbitrage strategy are unable to borrow or enter
into swaps on our common stock, in each case on commercially reasonable terms, the trading price and liquidity of the notes may be
adversely affected.

Some significant restructuring transactions that may adversely affect you may not constitute a “fundamental change” under
the indenture, in which case we would not be obligated to offer to repurchase the notes.

Upon the occurrence of a “fundamental change” (as defined under “Description of the Notes—Fundamental Change Permits
Holders to Require Us to Purchase Notes”), you have the right, at your option, to require us to repurchase your notes for cash.
However, the definition of fundamental change contained in the indenture is limited to certain enumerated transactions. As a result, the
fundamental change provision of the indenture will not afford protection to holders of notes in the event of other transactions that
could adversely affect the notes. For example, transactions such as leveraged recapitalizations, refinancings, restructurings or
acquisitions initiated by us may not constitute a fundamental change requiring us to repurchase the notes. In the event of any such
transaction, holders of the notes would not have the right to require us to repurchase their notes, even though each of these transactions
could increase the amount of our indebtedness, or otherwise adversely affect our capital structure or any credit ratings, thereby
adversely affecting the holders of notes.

The adjustment to the conversion rate for notes converted in connection with a make-whole fundamental change may not
adequately compensate you for any lost option value of your notes as a result of such transaction. In addition, the definition of a
make-whole fundamental change is limited and may not protect you from losing some of the option value of your notes in the event
of a variety of transactions that do not constitute a make-whole fundamental change.

Upon the occurrence of a make-whole fundamental change, we will, in certain circumstances, increase the conversion rate for a
holder that converts its notes in connection with such make-whole fundamental change. The increase in the conversion rate will be
determined based on the date on which the make-whole fundamental change becomes effective and the price paid (or deemed paid) per
share of our common stock in such make-whole fundamental change, all as described below under “Description of the Notes—
Adjustment to Conversion Rate Upon Conversion in Connection with a Make-Whole Fundamental Change.”

Although the adjustment to the conversion rate for notes converted in connection with a make-whole fundamental change is
designed to compensate you for the option value of your notes that you lose as a result of a make-whole fundamental change, it is only
an estimate of such value and may not adequately compensate you for such lost option value. In addition, if the price paid (or deemed
paid) for our common stock in the make-whole fundamental change is greater than $34.00 per share or less than $21.45 per share (in
each case, subject to adjustment in accordance with the indenture), then we will not be required to adjust the conversion rate if you
convert your notes in connection with such make-whole fundamental change. Moreover, in no event will we increase the conversion
rate solely because of such an adjustment to a rate that exceeds 46.6200 shares of common stock per $1,000 principal amount of notes,
subject to adjustments in accordance with the indenture.

Furthermore, the definition of make-whole fundamental change contained in the indenture is limited to certain enumerated
transactions. As a result, the make-whole fundamental change provisions of the indenture will
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not afford protection to holders of the notes in the event that other transactions occur that could adversely affect the option value of the
notes. For example, transactions, such as leveraged recapitalizations, refinancings, restructurings or acquisitions, could significantly
affect the trading characteristics of our common stock and thereby reduce the option value embedded in the notes without triggering a
make-whole fundamental change.

In addition, our obligation to increase the conversion rate upon the occurrence of a make-whole fundamental change could be
considered a penalty, in which case the enforceability thereof could be subject to general equity principles such as the reasonableness
of economic remedies.

Adjustments to the conversion rate do not cover all dilutive events that may adversely affect the value of the notes.

The conversion rate of the notes is subject to adjustment for certain events, including, but not limited to, the issuance of stock
dividends on our common stock, the issuance of certain rights, options or warrants, subdivisions, combinations, distributions of our
capital stock, indebtedness, or assets, cash dividends and certain issuer tender or exchange offers as described under “Description of
the Notes—Conversion Rights—Conversion Rate Adjustments.” However, the conversion rate will not be adjusted for other events,
such as a third-party tender or exchange offer or an issuance of common stock for cash or in connection with an acquisition, that may
adversely affect the trading price of the notes or our common stock. An event that adversely affects the value of the notes may occur
and that event may not result in an adjustment to the conversion rate.

We may not have the ability to raise funds necessary to purchase the notes upon a fundamental change.

If a fundamental change occurs, you will have the right, at your option, to require us to purchase for cash any or all of your notes,
or any portion of the principal amount thereof such that the principal amount that remains outstanding of each note purchased in part
equals $1,000 or an integral multiple of $1,000 in excess thereof. The fundamental change purchase price will equal 100% of the
principal amount of the notes to be purchased, plus accrued and unpaid interest, if any, to, but excluding, the fundamental change
purchase date. However, we may not have sufficient funds at the time we are required to purchase the notes surrendered therefor and
we may not be able to arrange necessary financing on acceptable terms, if at all. In addition, our ability to purchase the notes may be
limited by law, by regulatory authority or by the agreements governing our other indebtedness outstanding at the time. If we fail to pay
the fundamental change purchase price when due, we will be in default under the indenture governing the notes. A default under the
indenture or the fundamental change itself could also constitute a default under the agreements governing our other existing and future
indebtedness which would further restrict our ability to make required payments under the notes.

If an active trading market does not develop for the notes, you may not be able to resell them.

Prior to this offering, there was no public market for the notes, and we do not currently plan to list the notes on any securities
exchange. If no active trading market develops, you may not be able to resell your notes at their fair market value or at all. The
liquidity of the trading market in the notes and future trading prices of the notes will depend on many factors, including prevailing
interest rates, our operating results and the market for similar securities. We have been informed by the representatives of the
underwriters that certain underwriters currently intend to make a market in the notes after this offering is completed. However, such
underwriters may cease their market-making at any time.

We may issue additional shares of our common stock or instruments convertible into our common stock, including in
connection with conversions of notes, and thereby materially and adversely affect the price of our common stock, and, in turn, the
notes.

We are not restricted from issuing additional shares of our common stock or other instruments convertible into our common stock
during the life of the notes. We cannot predict the size of future issuances or the effect, if any, that they may have on the market price
for our common stock. If we issue additional shares of our common

S-11



Table of Contents

stock or instruments convertible into our common stock, it may materially and adversely affect the price of our common stock and, in
turn, the price of the notes. Furthermore, the conversion or exercise of some or all of the notes may dilute the ownership interests of
existing stockholders, and any sales in the public market of shares of our common stock issuable upon any such conversion or exercise
could adversely affect prevailing market prices of our common stock or the notes. In addition, the anticipated issuance and sale of
substantial amounts of common stock or the anticipated conversion or exercise of securities into shares of our common stock could
depress the price of our common stock.

Holders of notes will not be entitled to any rights with respect to our common stock, but will be subject to all changes made
with respect to our common stock to the extent our conversion obligations include shares of our common stock.

Holders of notes will not be entitled to any rights with respect to our common stock (including, without limitation, voting rights
and rights to receive any dividends or other distributions on our common stock), until the time at which they become record holders of
our common stock, which, to the extent that holders of notes exercise their option to convert their notes into shares of our common
stock, will be on or prior to the third trading day following the conversion date. For example, if an amendment is proposed to our
certificate of incorporation or bylaws requiring stockholder approval and the record date for determining the stockholders of record
entitled to vote on the amendment occurs prior to the date you are deemed to be a record holder of our common stock, you generally
will not be entitled to vote on the amendment, although you will nevertheless be subject to any changes affecting our common stock.

Certain provisions in the notes and the indenture could delay or prevent an otherwise beneficial takeover or takeover attempt
of us and, therefore, the ability of holders to exercise their rights associated with a potential fundamental change or a make-whole
fundamental change.

Certain provisions in the notes and the indenture could make it more difficult or more expensive for a third party to acquire us.
For example, if an acquisition event constitutes a fundamental change, holders of the notes will have the right to require us to purchase
their notes in cash. In addition, if an acquisition event constitutes a make-whole fundamental change, we may be required to increase
the conversion rate for holders who convert their notes in connection with such make-whole fundamental change. Our obligations
under the notes and the indenture could increase the cost of acquiring us or otherwise discourage a third party from acquiring us or
removing incumbent management.

We have not established a minimum distribution payment level and no assurance can be given that we will be able to make
distributions to our stockholders in the future at current levels or at all.

We are generally required to distribute to our stockholders at least 90% of our taxable income each year for us to qualify as a
REIT under the Internal Revenue Code of 1986, as amended, or the Code, which requirement we currently intend to satisfy through
quarterly distributions of all or substantially all of our REIT taxable income in such year, subject to certain adjustments. We have not
established a minimum distribution payment level, and our ability to pay distributions may be adversely affected by a number of
factors, including the risk factors contained in or incorporated by reference into this prospectus supplement and the accompanying
prospectus. Although we have made, and anticipate continuing to make, quarterly distributions to our stockholders, our board of
directors has the sole discretion to determine the timing, form and amount of any future distributions to our stockholders, and such
determination will depend on our earnings, financial condition, debt covenants, maintenance of our REIT qualification and other
factors as our board of directors may deem relevant from time to time. We believe that a change in any one of the following factors
could adversely affect our results of operations and impair our ability to continue to pay distributions to our stockholders:

* our ability to make profitable investments, including with respect to the investment of the net proceeds from our equity
offerings;

* margin calls or other expenses that reduce our cash flow;
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» defaults in our asset portfolio or decreases in the value of our portfolio; and

» the fact that anticipated operating expense levels may not prove accurate, as actual results may vary from estimates.

As a result, no assurance can be given that we will be able to continue to make distributions to our stockholders in the future or
that the level of any future distributions we do make to our stockholders will achieve a market yield or increase or even be maintained
over time, any of which could materially and adversely affect us.

In addition, distributions that we make to our stockholders are generally taxable to our stockholders as ordinary income.
However, a portion of our distributions may be designated by us as long-term capital gains to the extent that they are attributable to
capital gain income recognized by us or may constitute a return of capital to the extent that they exceed our earnings and profits as
determined for tax purposes. A return of capital is not taxable, but has the effect of reducing the basis of a stockholder’s investment in
our common stock.

Ownership limitations in our charter may impair the ability of holders to convert notes into our common stock.

In order to assist us in maintaining our qualification as a REIT for U.S. federal income tax purposes, our charter restricts
ownership of more than 9.8% by value or number of shares, whichever is more restrictive, of our outstanding shares of common stock,
or of our outstanding capital stock, subject to certain exceptions. Notwithstanding any other provision of the notes, no holder of notes
will be entitled to receive common stock following conversion of such notes to the extent that receipt of such common stock would
cause such holder (after application of certain constructive ownership rules) to exceed the ownership limit contained in our charter. See
“Description of Capital Stock—Restriction on Ownership and Transfer” in the accompanying prospectus. If any delivery of shares of
our common stock owed to a holder upon conversion of notes is not made, in whole or in part, as a result of the limitations described
above, our obligation to make such delivery shall not be extinguished and we shall deliver such shares as promptly as practicable after
any such converting holder gives notice to us that such delivery would not result in it being the beneficial or constructive owner of
more than 9.8% (by value or number, whichever is more restrictive) of the shares of common stock, or of our outstanding capital stock,
outstanding at such time. See “U.S. Federal Income Tax Considerations” in the accompanying prospectus.

We will not be able to deliver our common stock, even if we would otherwise choose to do so, to any holder of notes if the
delivery of our common stock would cause that holder to exceed the ownership limits described above.

Management may invest or spend the proceeds of this offering in ways with which you may not agree and in ways that may
not yield a return to our stockholders.

Management will retain broad discretion over the use of proceeds from this offering. Stockholders and holders of the notes may
not deem such uses desirable, and our use of the proceeds may not yield a significant return or any return at all for our stockholders.
Because of the number and variability of factors that determine our use of the proceeds from this offering, our actual uses of the
proceeds of this offering may vary substantially from our currently planned uses as described under “Use of Proceeds” in this
prospectus supplement.

The notes may not be rated or may receive a lower rating than anticipated.

We do not intend to seek a rating on the notes. However, if one or more rating agencies rates the notes and assigns the notes a
rating lower than the rating expected by investors, or reduces their rating in the future, the trading price of the notes and the market
price of our common stock could be harmed.
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In addition, the trading price of the notes is directly affected by market perceptions of our creditworthiness. Consequently, if a
credit ratings agency rates any of our debt in the future or downgrades or withdraws any such rating, or puts us on credit watch, the
trading price of the notes is likely to decline.

Risks Related to Taxation

Certain of the possible adjustments to the conversion rate may result in a deemed distribution from us to a holder of a note
that will be taxable even though the holder does not receive a corresponding distribution of cash.

The rate at which the Notes are convertible into shares of our common stock is subject to adjustment upon certain events. For
U.S. federal income tax purposes, holders will be deemed to receive a taxable distribution from us upon certain adjustments to the
conversion rate of the notes (or upon certain failures to adjust the conversion rate), notwithstanding that holders have not received any
cash in respect of such deemed distribution. A deemed distribution to a Non-U.S. Holder (as defined under “Additional U.S. Federal
Income Tax Considerations”) may be subject to U.S. federal withholding tax, which may be set off against subsequent payments of
cash and common stock. See “Additional U.S. Federal Income Tax Considerations.”

As a REIT, we must distribute most of our income to our stockholders.

We must distribute annually at least 90% of our net income, excluding net capital gains, to our stockholders to maintain our REIT
qualification.
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USE OF PROCEEDS

The net proceeds from this offering will be approximately $169.4 million (or approximately $193.7 million in the event that the
underwriters exercise in full their option to purchase additional notes to cover over-allotments, if any, in full), after deducting
underwriting discounts and commissions and estimated offering expenses payable by us. We intend to use the net proceeds from this
offering to acquire our target assets in a manner consistent with our investment strategies and investment guidelines and for working
capital and general corporate purposes. Until appropriate investments can be identified, our Manager may invest such net proceeds in
interest-bearing short-term investments, including U.S. treasury securities or a money market account, that are consistent with our
intention to qualify as a REIT and maintain our exemption from registration under the 1940 Act. These investments are expected to
provide a lower net return than we seek to achieve from our target assets.
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CAPITALIZATION

The following table sets forth our capitalization as of December 31, 2012 (1) on an actual basis and (2) as adjusted to reflect the
sale of 11,500,000 shares of our common stock on January 16, 2013 (which includes the full exercise by the underwriters in that
offering of their option to purchase additional shares of our common stock) and the sale of the $175,000,000 principal amount of notes
in this offering assuming the underwriters’ option to purchase additional notes is not exercised. No adjustments have been made to
reflect normal course operations by us or other developments with respect to our business after December 31, 2012. As a result, the as
adjusted information provided below is not indicative of our actual cash position or capitalization as of any date. You should read this
table in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2012 and our audited financial statements and related notes for the fiscal

year ended December 31, 2012 included therein.

(In thousands, except share and per share data)

Cash
Debt:

5.00% convertible senior notes due 2023 offered hereby (1)
Revolving credit facility
Secured financing

Total debt

Equity:

Total capitalization

(1) Includes on an adjusted basis the aggregate principal amount of the notes offered hereby.

Preferred stock, par value $0.01 per share; 50,000,000 shares authorized, 10,080,000 shares
issued and outstanding at December 31, 2012

Common stock, par value $0.01 per share; 450,000,000 shares authorized; 53,091,623 issued
and outstanding at December 31, 2012 and 64,591,623 as adjusted (2)

Additional paid-in capital (2)

Distributions in excess of retained earnings

Accumulated other comprehensive income

Total stockholders’ equity

Noncontrolling interests

Total equity

As of December 31, 2012

As Adjusted

Actual (unaudited)
$ 170,199 $ 571,549
$ — $ 175,000
108,167 108,167

$ 108,167 $ 283,167
$ 101 $ 101
531 646
1,222,682 1,454,517
(5,167) (5,167)
5,184 5,184
1,223,331 1,455,281
59,699 59,699
$1,283,030 $1,514,980
$1,391,197 $1,798,147

(2) Excludes 7,416,833 shares of common stock reserved for issuance upon conversion of the notes offered hereby.
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DESCRIPTION OF THE NOTES

We will issue the notes under an indenture, which we refer to as the base indenture, to be dated as of April 10, 2013, between us
and The Bank of New York Mellon, as trustee, which we refer to as the trustee, as supplemented by a supplemental indenture with
respect to the notes, which we refer to as the supplemental indenture. We refer to the base indenture and the supplemental indenture,
collectively, as the indenture. The terms of the notes include those expressly set forth in the indenture and those made part of the
indenture by reference to the Trust Indenture Act of 1939, as amended, which we refer to as the Trust Indenture Act.

You may request a copy of the indenture from us as described below under “Where You Can Find More Information.” The form
of the base indenture is incorporated by reference as an exhibit to the registration statement of which the accompanying prospectus is a
part. We will file the base indenture and the supplemental indenture by means of a Current Report on Form 8-K.

The following description is a summary of the material provisions of the notes and (solely as it applies to the notes) the indenture
and does not purport to be complete. This summary is subject to and is qualified by reference to all the provisions of the notes and the
indenture, including the definitions of certain terms used in the indenture. We urge you to read these documents because they, and not
this description, define your rights as a holder of the notes.

This description of the notes supplements and, to the extent it is inconsistent with, replaces the description of the general
provisions of the notes and the base indenture in the accompanying prospectus. For purposes of this description, references to

“Colony,” “the Company,” “we,” “us,” “our” or “our company” refer only to Colony Financial, Inc. and not its subsidiaries.
General
The notes:

» will be our general unsecured, senior obligations;

» will initially be limited to an aggregate principal amount of $175,000,000 (or $200,000,000 if the underwriters exercise
their option to purchase additional notes to cover over-allotments, if any, in full);

» will bear cash interest from the date of issuance (which is scheduled for April 10, 2013) at an annual rate of 5.00% payable
on April 15 and October 15 of each year, beginning on October 15, 2013;

« will be subject to redemption at our option, in whole or in part, on any business day on or after April 22, 2020 if the last
reported sale price of our common stock has been at least 130% of the conversion price then in effect for at least 20 trading
days (whether or not consecutive) during any 30 consecutive trading day period ending on, and including, the trading day
immediately preceding the date on which we provide notice of redemption at a redemption price equal to 100% of the
principal amount of the notes to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date;

» will be subject to purchase by us at the option of the holders following a fundamental change (as defined below under “—
Fundamental Change Permits Holders to Require Us to Purchase Notes”), at a price equal to 100% of the principal amount
of the notes to be purchased, plus accrued and unpaid interest, if any, to, but excluding, the fundamental change purchase
date;

» will mature on April 15, 2023, unless earlier converted, redeemed or repurchased;
» will be issued in denominations of $1,000 and integral multiples of $1,000 in excess thereof; and

« will be represented by one or more registered notes in global form, but in certain limited circumstances may be represented
by notes in definitive form. See “—Book-Entry, Settlement and Clearance.”
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The notes may be converted into shares of our common stock at a conversion rate initially equal to 42.3819 shares of common
stock per $1,000 principal amount of notes (equivalent to a conversion price of approximately $23.60 per share of common stock). The
conversion rate is subject to adjustment if certain events occur. See “—Conversion Rate Adjustments” and “—Adjustment to
Conversion Rate Upon Conversion in Connection with a Make-Whole Fundamental Change.” Holders will not receive any additional
cash payment for interest or additional interest, if any, accrued and unpaid to the conversion date except under the circumstances
described below under “—Conversion Rights—General.”

The indenture does not limit the amount of debt which may be issued by us or our subsidiaries under the indenture or otherwise.
The indenture, as it relates to the notes, will not contain any financial covenants and will not restrict us from paying dividends or
issuing or repurchasing our other securities. Other than the restrictions described under “—Consolidation, Merger and Sale of Assets”
below and except for the provisions set forth under “—Fundamental Change Permits Holders to Require Us to Purchase Notes” and
“—Adjustment to Conversion Rate Upon Conversion in Connection with a Make-Whole Fundamental Change,” the indenture does not
contain any covenants or other provisions designed to afford holders of the notes protection in the event we subsequently increase our
borrowings substantially or engage in a transaction that substantially increases our debt to equity ratio (each of which would be an
example of a highly leveraged transaction) or in the event of a decline in our credit rating for any reason, including as a result of a
takeover, recapitalization, highly leveraged transaction or similar restructuring involving us that could adversely affect such holders.

We may, without notice to or the consent of the holders, issue additional notes under the indenture with the same terms and with
the same CUSIP number as the notes offered hereby in an unlimited aggregate principal amount; provided that such additional notes
must be part of the same issue (and part of the same series) as the notes offered hereby for federal income tax purposes. We may also
from time to time repurchase notes in open market purchases or negotiated transactions without giving prior notice to holders. Any
notes purchased by us will be retired and no longer outstanding under the indenture.

We do not intend to list the notes on any securities exchange or an interdealer quotation system.
The notes will not have the benefit of a sinking fund.

Except to the extent the context otherwise requires, we use the term notes in this prospectus supplement to refer to each $1,000
principal amount of notes. We use the term “common stock” in this prospectus supplement to refer to our common stock, par value
$0.01 per share. References in this prospectus supplement to a “holder” or “holders” of notes that are held through DTC are references
to owners of beneficial interests in such notes, unless the context otherwise requires. However, we and the trustee will treat the person
in whose name the notes are registered (Cede & Co., in the case of notes held through DTC) as the owner of such notes for all
purposes.

Payments on the Notes; Paying Agent and Registrar; Transfer and Exchange

We will pay principal of and interest on notes in global form registered in the name of or held by or on behalf of DTC or its
nominee in immediately available funds to DTC or its nominee, as the case may be, as the registered holder of such global note. We
will pay principal of any certificated notes at the office or agency designated by us for that purpose. We will pay interest on any
certificated note by check mailed to the address of the registered holder of such note or by wire transfer in immediately available funds
to an account within the United States designated by such holder in a written application delivered by such person to the trustee and
the paying agent not later than the record date for the relevant interest payment, which application will remain in effect until such
holder notifies the trustee and paying agent, in writing, to the contrary.

We have initially designated the trustee as our paying agent and registrar and its agency in New York, New York as a place where
notes may be presented for payment or for registration of transfer. We may, however, change the paying agent or registrar without prior
notice to the holders of the notes, and we may act as paying agent or registrar.
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A holder of notes in global form may transfer its notes in accordance with the applicable procedures of the depositary and the
indenture. A holder of certificated notes may transfer or exchange notes at the office of the registrar in accordance with the indenture.
The registrar and the trustee may require a holder, among other things, to furnish appropriate endorsements and transfer documents.
No service charge will be imposed by us, the trustee or the registrar for any registration of transfer or exchange of notes, but we may
require a holder to pay a sum sufficient to cover any transfer tax or other similar governmental charge required by law or permitted by
the indenture. We are not required to transfer or exchange any note selected for redemption or surrendered for conversion or
repurchase upon a fundamental change.

Interest

The notes will bear cash interest at a rate of 5.00% per year until maturity. Interest on the notes will accrue from the most recent
date on which interest has been paid or duly provided for, or if no interest has been paid or duly provided for, the date of issuance
(which is scheduled for April 10, 2013). Interest will be payable semiannually in arrears on April 15 and October 15 of each year,
beginning on October 15, 2013.

Interest will be paid to the person in whose name a note is registered at the close of business on the April 1 or October 1, as the
case may be (whether or not a business day), immediately preceding the relevant interest payment date. Interest on the notes will be
computed on the basis of a 360-day year composed of twelve 30-day months.

If any interest payment date, the maturity date or any fundamental change purchase date of a note falls on a day that is not a
business day, the required payment will be made on the next succeeding business day and no interest on such payment will accrue in
respect of the delay. The term “business day” means any day other than a Saturday, a Sunday or a day on which banking institutions in
New York, New York are authorized or required by law or executive order to close or be closed.

Unless the context otherwise requires, all references to interest in this prospectus supplement include additional interest, if any,
payable at our election as the sole remedy relating to the failure to comply with our reporting obligations as described under “—Events
of Default.”

Ranking

The notes will be the direct unsecured obligations of Colony Financial, Inc. and will not be guaranteed by any of our subsidiaries.
The notes will rank equal in right of payment with all of our other existing and future unsecured and unsubordinated indebtedness. The
notes will be structurally subordinated to all existing and future indebtedness (including trade payables) and preferred equity of our
subsidiaries, and will be effectively subordinated to any of our existing and future secured indebtedness, to the extent of the value of
our assets that secure such indebtedness.

As of March 31, 2013, the notes would have ranked effectively junior to our total consolidated indebtedness (excluding trade
payables and unfunded commitments) of $103.2 million, all of which was secured by certain mortgaged assets of certain of our
subsidiaries.

Ownership Limit

Subject to certain exceptions, our charter restricts ownership of more than 9.8% by value or number of shares, whichever is more
restrictive, of our outstanding shares of common stock, or of our outstanding capital stock, in order to protect our status as a REIT for
U.S. federal income tax purposes. Notwithstanding any other provision of the notes, no holder of notes will be entitled to receive
common stock following conversion of such notes to the extent that receipt of such common stock would cause such holder (after
application of certain constructive ownership rules) to exceed the ownership limit contained in our charter, unless such person has been
exempted from such limit in our board of directors’ sole discretion in accordance with the charter.
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If any delivery of shares of our common stock owed to a holder upon conversion of notes is not made, in whole or in part, as a
result of the limitations described above, our obligation to make such delivery shall not be extinguished and we shall deliver such
shares as promptly as practicable after any such converting holder gives notice to us that such delivery would not result in a violation
of the ownership limit contained in our charter.

Optional Redemption

No “sinking fund” is provided for the notes. Prior to April 22, 2020, the notes will not be redeemable. On any business day on or
after April 22, 2020, we may redeem for cash all or part of the notes, at our option, if the last reported sale price of our common stock
has been at least 130% of the conversion price then in effect for at least 20 trading days (whether or not consecutive) during any 30
consecutive trading day period ending on, and including, the trading day immediately preceding the date on which we provide notice
of redemption. In the case of any optional redemption, we will provide not less than 30 nor more than 60 calendar days’ notice before
the redemption date to the trustee, the paying agent and each holder of notes, and the redemption price will be equal to 100% of the
principal amount of the notes to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date (unless the
redemption date falls after a record date but on or prior to the immediately succeeding interest payment date, in which case we will pay
the full amount of accrued and unpaid interest to the holder of record as of the close of business on such record date, and the
redemption price will be equal to 100% of the principal amount of the notes to be redeemed). The redemption date must be a business
day.

If we decide to redeem fewer than all of the outstanding notes and the notes are in the form of global notes, the depositary will
select the notes to be redeemed. If we decide to redeem fewer than all of the outstanding notes and the notes are in the form of
certificated notes, the trustee will select the notes to be redeemed (in principal amounts of $1,000 or multiples thereof) by lot, or on a
pro rata basis or by another method the trustee considers to be fair and appropriate.

If a portion of your note is selected for partial redemption and you convert a portion of the same note, the converted portion will
be deemed to be from the portion selected for redemption.

In the event of any redemption in part, we will not be required to register the transfer of or exchange any note so selected for
redemption, in whole or in part, except the unredeemed portion of any note being redeemed in part.

No notes may be redeemed if the principal amount of the notes has been accelerated, and such acceleration has not been
rescinded, on or prior to the related redemption date (except in the case of an acceleration resulting from a default by us in the payment
of the redemption price with respect to such notes).

Conversion Rights
General

Holders may convert any of their notes into shares of our common stock at the applicable conversion rate at any time prior to the
close of business on the second scheduled trading day immediately preceding the maturity date, unless the notes have been previously
repurchased or redeemed by us.

The conversion rate will initially equal 42.3819 shares of common stock per $1,000 principal amount of notes (equivalent to a
conversion price of approximately $23.60 per share of common stock). The trustee will initially act as the conversion agent.

The conversion rate and the equivalent conversion price in effect at any given time are referred to as the “applicable conversion
rate” and the “applicable conversion price,” respectively, and will be subject to adjustment as described below. A holder may convert
less than the entire principal amount of its notes so long as the principal amount that remains outstanding of each note that is not
converted in full equals $1,000 or an integral multiple of $1,000 in excess thereof.
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If we call the notes for redemption, a holder of notes may convert its notes only until the close of business on the second
scheduled trading day immediately preceding the redemption date, unless we fail to pay the redemption price (in which case a holder
of notes may convert such notes until the redemption price has been paid or duly provided for).

If a holder of notes has submitted notes for purchase upon a fundamental change, the holder may convert those notes only if that
holder first withdraws its purchase notice.

“Scheduled trading day” means any day that is scheduled to be a trading day.

“Trading day” means a day during which (i) trading in our common stock generally occurs on the New York Stock Exchange or,
if our common stock is not then listed on the New York Stock Exchange, on the principal other United States national or regional
securities exchange on which our common stock is then listed or, if our common stock is not then listed on a United States national or
regional securities exchange, on the principal other market on which our common stock is then traded and (ii) there is no market
disruption event. If our common stock is not so listed or traded, “trading day” means a “business day.”

“Market disruption event” means (i) a failure by the primary exchange or quotation system on which our common stock trades or
1s quoted to open for trading during its regular trading session or (i1) the occurrence or existence, prior to 1:00 p.m., New York City
time, on any trading day for our common stock, of an aggregate one half-hour period of any suspension or limitation imposed on
trading (by reason of movements in price exceeding limits permitted by the stock exchange or otherwise) in our common stock or in
any options, contracts or futures contracts relating to our common stock.

Upon conversion, you will not receive any separate cash payment for accrued and unpaid interest, if any (or dividends, if we
declare any), except as described below. We will not issue fractional shares of our common stock upon conversion of notes. Instead,
we will pay cash in lieu of fractional shares as described under “—Settlement Upon Conversion.” Our delivery to you of the shares of
our common stock, together with any cash payment for any fractional share, into which your note is convertible, will be deemed to
satisfy in full our obligation to pay:

» the principal amount of the note; and

» accrued and unpaid interest, if any, on the note, to, but not including, the conversion date.

As aresult, accrued and unpaid interest, if any, to, but not including, the conversion date will be deemed to be paid in full rather
than cancelled, extinguished or forfeited. Upon conversion of a note, accrued and unpaid interest will be deemed to be paid first out of
any cash paid upon such conversion.

Notwithstanding the preceding paragraph, if notes are converted after 5:00 p.m., New York City time, on a record date for the
payment of interest, holders of such notes at 5:00 p.m., New York City time, on such record date will receive the interest payable on
such notes on the corresponding interest payment date notwithstanding the conversion. Notes surrendered for conversion during the
period from 5:00 p.m., New York City time, on any record date to 9:00 a.m., New York City time, on the immediately following
interest payment date must be accompanied by funds equal to the amount of interest payable on the notes so converted; provided that
no such payment need be made:

» for conversions following the record date immediately preceding the maturity date;
« if we have specified a redemption date that is after a record date and on or prior to the corresponding interest payment date;

» if we have specified a fundamental change purchase date that is after a record date and on or prior to the corresponding
interest payment date; or

» to the extent of any overdue interest, if any overdue interest exists at the time of conversion with respect to such note.
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If a holder converts notes, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of any shares of
our common stock upon the conversion, unless the tax is due because the holder requests any shares to be issued in a name other than
the holder’s name, in which case the holder will pay that tax.

Conversion Procedures

If you hold a beneficial interest in a global note, to convert you must comply with DTC’s procedures for converting a beneficial
interest in a global note and, if required, pay funds equal to interest payable on the next interest payment date to which you are not
entitled and, if required, pay all taxes or duties, if any. As such, if you are a beneficial owner of the notes, you must allow for
sufficient time to comply with DTC’s procedures if you wish to exercise your conversion rights.

If you hold a certificated note, to convert you must:
» complete and manually sign the conversion notice on the back of the note, or a facsimile of the conversion notice;
» deliver the conversion notice, which is irrevocable, and the note to the conversion agent;
» ifrequired, furnish appropriate endorsements and transfer documents;
» ifrequired, pay all transfer or similar taxes; and

» ifrequired, pay funds equal to interest payable on the next interest payment date to which you are not entitled.

We refer to the date you comply with the relevant procedures for conversion described above and any other procedures for
conversion set forth in the indenture as the “conversion date.”

If a holder has already delivered a purchase notice as described under “—Fundamental Change Permits Holders to Require Us to
Purchase Notes” with respect to a note, the holder may not surrender that note for conversion until the holder has withdrawn the notice
in accordance with the indenture, except to the extent that a portion of the holder’s note is not subject to such fundamental change
purchase notice.

Settlement Upon Conversion

Upon conversion of the notes, a holder will receive, on or prior to the third trading day following the conversion date, a number
of shares of common stock equal to (i) (A) the aggregate principal amount of notes to be converted, divided by (B) $1,000, multiplied
by (i1) the applicable conversion rate in effect on the conversion date. Notwithstanding the foregoing, we will not deliver any fractional
shares upon conversion; instead, we will deliver cash in lieu of fractional shares based on the last reported sale price of our common
stock on the conversion date (or, if the conversion date is not a trading day, the next following trading day).

The “last reported sale price” of our common stock on any trading day means the closing sale price per share (or if no closing
sale price is reported, the average of the last bid and last ask prices or, if more than one in either case, the average of the average last
bid and the average last ask prices) on that trading day as reported in composite transactions for the principal U.S. national or regional
securities exchange on which our common stock is traded. If our common stock is not listed for trading on a U.S. national or regional
securities exchange on the relevant trading day, the “last reported sale price” will be the last quoted bid price for our common stock in
the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar organization. If our common
stock is not so quoted, the “last reported sale price” will be the average of the mid-point of the last bid and last ask prices for our
common stock on the relevant trading day from each of at least three nationally recognized independent investment banking firms
selected by us for this purpose, which may include one or more of the underwriters. Any such determination will be conclusive absent
manifest error.
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A converting holder will be deemed to be the record holder of the shares of our common stock deliverable on conversion as of the
close of business on the conversion date.

Conversion Rate Adjustments

The conversion rate will be adjusted as described below, except that we will not make any adjustments to the conversion rate if
holders of the notes participate (other than in the case of a share split or share combination), at the same time and upon the same terms
as holders of our common stock and as a result of holding the notes, in any of the transactions described below without having to
convert their notes as if they held a number of shares of common stock equal to the applicable conversion rate, multiplied by the
principal amount (expressed in thousands) of notes held by such holder.

(1) If we exclusively issue shares of our common stock as a dividend or distribution on all or substantially all shares of our common
stock, or if we effect a share split or share combination, the conversion rate will be adjusted based on the following formula:

0§,

CR1=CRo x 0S,

where,

CRy = the conversion rate in effect immediately prior to the close of business on the record date of such dividend or distribution,
or immediately prior to the open of business on the effective date of such share split or combination, as applicable;

CR; = the conversion rate in effect immediately after the close of business on such record date or immediately after the open of
business on such effective date, as applicable;

OS, = the number of shares of our common stock outstanding immediately prior to the close of business on such record date or
immediately prior to the open of business on such effective date, as applicable, before giving effect to such dividend, distribution,
share split or share combination; and

OS; = the number of shares of our common stock outstanding immediately after giving effect to such dividend, distribution, share
split or share combination, as applicable.

Any adjustment made under this clause (1) shall become effective immediately after the close of business on the record date for
such dividend or distribution, or immediately after the open of business on the effective date for such share split or share combination.
If any dividend or distribution of the type described in this clause (1) is declared but not so paid or made, the conversion rate shall be
immediately readjusted, effective as of the date our board of directors, or a committee thereof, determines not to pay such dividend or
distribution to the conversion rate that would then be in effect if such dividend or distribution had not been declared.

(2) If we issue to all or substantially all holders of our common stock any rights, options or warrants (other than rights issued
pursuant to a stockholder rights plan) entitling them, for a period of not more than 45 calendar days after the date of such
issuance, to subscribe for or purchase shares of our common stock, at a price per share less than the average of the last reported
sale prices of our common stock for the 10 consecutive trading-day period ending on, and including, the trading day immediately
preceding the date of announcement of such issuance, the conversion rate will be increased based on the following formula:

OS5y +X
OSy+Y

CR1=CRo x
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where,

CR, = the conversion rate in effect immediately prior to the close of business on the record date for such issuance;

CR, = the conversion rate in effect immediately after the close of business on such record date;

OS, = the number of shares of our common stock outstanding immediately prior to the close of business on such record date;
X = the total number of shares of our common stock issuable pursuant to such rights, options or warrants; and

Y = the number of shares of our common stock equal to the aggregate price payable to exercise such rights, options or warrants
divided by the average of the last reported sale prices of our common stock over the 10 consecutive trading-day period ending on the
trading day immediately preceding the date of announcement of the issuance of such rights, options or warrants.

Any increase made under this clause (2) will be made successively whenever any such rights, options or warrants are issued and
shall become effective immediately after the close of business on the record date for such issuance. To the extent that such rights,
options or warrants are not exercised prior to their expiration or shares of common stock are not delivered upon the expiration of such
rights, options or warrants, the conversion rate shall be readjusted to the conversion rate that would then be in effect had the increase
with respect to the issuance of such rights, options or warrants been made on the basis of delivery of only the number of shares of
common stock actually delivered. If such rights, options or warrants are not so issued, or if no such rights, options or warrants are
exercised prior to their expiration, the conversion rate shall be decreased to be the conversion rate that woul