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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement for the annual meeting of shareholders of BRT Realty Trust to be filed not later than
January 28, 2009 are incorporated by reference into Part III of this Form 10-K.
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Forward-Looking Statements

This Annual Report on Form 10-K, together with other statements and information publicly disseminated by us
contains certain forward looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. We intend such forward-looking
statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private
Securities Litigation Reform Act of 1995 and include this statement for purposes of complying with these safe harbor
provisions. Forward-looking statements, which are based on certain beliefs and assumptions and describe our future

plans, strategies and expectations, are generally identifiable by use of words such as “may,” “will,” “will likely result,” “shall,
“believe,” “expect,” “intend,” “anticipate,” “estimate,” “project” or similar expressions or variations thereof. You should no
on forward-looking statements since they involve known and unknown risks, uncertainties and other factors which

are, in some cases, beyond our control and which could materially affect actual results, performance or achievements.

We do not intend to update our forward looking statements. Factors which may cause actual results to differ materially

from current expectations include, but are not limited to:

29 ¢ EEINT3

- continuation of the credit crisis;

- defaults by borrowers in paying debt service on outstanding loans;

- an inability to originate loans;

- national and local economic and business conditions;

- general and local real estate conditions;

- the impairment in the value of real property securing our loans due to general and
local real estate conditions;

- increased competition from entities engaged in mortgage lending

- changes in Federal, state and local governmental laws and regulations; and

- the availability of and costs associated with sources of liquidity.

Accordingly, there can be no assurance that our expectations will be realized.
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PART 1
Item 1. Business.
General

We are a real estate investment trust, also known as a REIT. Our business is to originate and hold for investment
senior and junior commercial mortgage loans secured by real property in the United States. The loans we originate
generally have relatively high yields and are short term or bridge loans with an average duration ranging from six
months to one year. We generally lend at a floating rate of interest based on a spread over the prime rate and receive
an origination fee for the loans we originate.

In the fiscal year ended September 30, 2008 (Fiscal 2008), the well publicized crisis in the credit and real estate
markets affected our primary business in a significant way and required us to refocus our activities. The credit crisis
caused many of our borrowers to default on their monetary obligations to us, both non-payment of interest and an
inability to repay loans at maturity, which required us to focus significant resources on servicing our loan portfolio,
work-out activities, pursuing foreclosure actions and acquiring the underlying real property by foreclosure or deed in
lieu of foreclosure, operating real property acquired by us in foreclosure or deed in lieu of foreclosure (including
interfacing with receivers and local property managers), and engaging in activities related to the sale process with
respect to properties we decide to sell. Although we pursued loan originations in Fiscal 2008, we did so at a reduced
level due to both limited demand for our short-term bridge loans and our concerns about the ability of potential
borrowers, in the current credit environment, to refinance and repay a loan that we originate or to be able to sell the
underlying collateral or to be able to otherwise raise funds in order to repay a loan. In the year ended September 30,
2008, we originated $66,027,000 principal amount of loans, compared to $120,349,000 principal amount of loans
originated in the year ended September 30, 2007 (Fiscal 2007).

From time to time, we participate as both an equity investor in, and a mortgage lender to, joint ventures which acquire
income-producing real property and in the past we have purchased equity securities in other REITs. We are a member
of a joint venture with CIT Capital USA, Inc., which originates and holds for investment senior commercial mortgage
loans secured by real property in the United States.

With respect to information regarding segment reporting, the information included in Note 13 to our Consolidated
Financial Statements is hereby incorporated by reference.

We were organized as a business trust under the laws of the Commonwealth of Massachusetts. Our address is 60
Cutter Mill Road, Suite 303, Great Neck, New York 11021, telephone number 516-466-3100. Our website address is
www.brtrealty.com.

The Effect of the Credit and Real Estate Crisis on BRT

The crisis in the credit and real estate markets, which commenced in the second half of Fiscal 2007 and accelerated in
Fiscal 2008, adversely affected our business in Fiscal 2008 in the following ways:

® Most of our borrowers repay the principal of our loan with the proceeds of another loan or from the proceeds
derived from a sale of the property collateralizing our loan. Due to freezes by lending institutions in making loans
collateralized by commercial real estate, the imposition of stringent lending standards by institutional lenders and
the current lack of any mortgage securitizations, our borrowers have been significantly limited in their ability to
refinance loans (or otherwise raise funds) or sell the underlying properties, causing them to default under our loans.
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¢ Properties securing 28.41% of our mortgage portfolio were multi-family residential properties being converted to
condominium ownership at the commencement of Fiscal 2008. Proceeds from the sale of residential condominium
units were generally used by our borrowers engaged in the conversion of multi-family residential properties to
condominium ownership to pay interest and reduce the principal on our loans. As a result of the significant
weakness in the residential and condominium sales markets and the difficulty that potential purchasers of residential
condominium units have had in obtaining mortgage loans, borrowers engaged in condominium conversions were
unable to sell condominium units, which caused them to default on their payment obligations under our mortgage
loans.

®Due to the deterioration in the real estate and credit markets, potential borrowers who typically utilize our
short-term lending significantly limited or ceased real estate activities, resulting in a reduction in new loan
originations and reduced revenues.

*The market value of real property underlying many of our loans is less than the market value at the time the loan
was underwritten and the commitment was issued.

In Fiscal 2008, the crisis in the credit and real estate markets and its effects on our business caused (i) us to take
provisions for loan losses of $15,260,000, and to record impairment charges against real estate properties, including
our real estate properties held for sale, and our equity investment in our joint ventures of $9,210,000, (ii) an increase
in foreclosure related expenses of $1,549,000, (iii) a net loss, before gain on sales of securities, of $20,200,000, offset
by a net gain of $19,940,000 on the sale of available-for-sale securities, yielding a net loss of $260,000, and (iv) an
anticipated tax loss for calendar 2008.

Our Loan Portfolio

At September 30, 2008, we had 41 loans outstanding secured by properties located in 9 states. These loans had an
aggregate principal balance of $136,435,000, before allowance for possible losses of $6,710,000, and had an
aggregate contractual interest rate of 12.42%. With respect to the outstanding loans at September 30, 2008,
$18,407,000, or 13.5%, were not earning interest. This compares with a loan portfolio at September 30, 2007 of
$249,526,000, before allowance for possible losses of $8,917,000, with an average contractual rate of interest

of 12.74%. Of these loans $63,627,000, or 25.5%, were not earning interest. A decrease in originations
year-over-year, combined with loan repayments, contributed to the 45% decrease in outstanding real estate loans
year-over-year. Also contributing significantly to the decrease in outstanding real estate loans was the acquisition by
us in Fiscal 2008 of real estate by foreclosure and deed in lieu of foreclosure, which secured loans having an aggregate
outstanding principal balance of $122,295,000, before allowances for possible losses (resulting in the reclassification
of these loans on our balance sheet at September 30, 2008 from real estate loans to real estate owned or held for sale).

Our loan portfolio at September 30, 2008, primarily consists of senior mortgage loans and senior participations in
mortgage loans. Loans representing 85% of the principal amount of our total outstanding loans were secured by
properties located in New York and New Jersey, 9% by properties located in Florida, and the balance by properties
located in six other states.

During the year ended September 30, 2008, we originated $66,027,000 of mortgage loans and approximately
$56,824,000 of outstanding mortgage loans were repaid in whole or in part. At September 30, 2008, our three largest
mortgage loans outstanding (before allowance for possible losses) of approximately $26,075,000, $22,800,000 and
$6,498,000, respectively, each of which is secured by one property, represented approximately 9.66%, 8.44% and
2.41%, respectively, of our total assets. There were no other mortgage loans in our portfolio that represented more
than 2.35% of our total assets as of September 30, 2008.
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At September 30, 2008, we had 19 loans outstanding in the aggregate principal amount of $36,312,000 (representing
26.61% of our outstanding portfolio) to borrowing entities controlled by a single individual, of which $9,039,000 were
originated in Fiscal 2008. All these loans are performing and no loan loss allowances have been taken with respect to
any of these loans.
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At September 30, 2008, approximately 99% of our mortgage loans had a floating rate of interest calculated based on a
variable spread above the prime rate, with a stated minimum interest rate (also referred to as adjustable rate
mortgages), and the balance of our mortgage loans provided for a fixed rate of interest. Interest on our mortgage loans
is payable to us monthly. Under our first mortgage loans, we usually require and hold funds in escrow that are payable
to us monthly and are used to pay real estate taxes. We may also require and hold funds in escrow for casualty
insurance premiums.

In certain instances, a borrower will fund an interest reserve out of the net loan proceeds, from which all or a portion
of the interest payments due us are made for a specified period of time.

The following table sets forth information regarding mortgage loans outstanding at September 30, 2008 before giving
effect to deferred fee income:

NOT ALLOWANCEREAL
EARNING FOR POSSIBLESTATE PRIOR
INTEREST TOTAL LOSSES LOANS NET LIENS

#OF EARNING

LOANSINTEREST
First mortgage
loans
Condominium
Units
(existing
multi-family and
commercial
residential units)
Multi-family

4 $ 4,986,000 $ 2,393,000 $ 7,379,000 $ (850,000) $ 6,529,000

residential 3 32,270,000 6,498,000 38,768,000 (3,515,000) 35,253,000

Hotel

Condominium

Units 1 5,273,000 - 5,273,000 - 5,273,000
Undeveloped

Land 8 15,192,000 6,162,000 21,354,000 (1,645,000) 19,709,000

Shopping

Centers/Retail 6 52,787,000 - 52,787,000 - 52,787,000

Office 1 1,500,000 - 1,500,000 - 1,500,000

Industrial 1 1,055,000 - 1,055,000 - 1,055,000

Hotel 1 3,258,000 - 3,258,000 - 3,258,000

Residential 3 22,000 2,700,000 2,722,000 (700,000) 2,022,000

Second mortgage

loans

Retail 1 - 654,000 654,000 - 654,000 $ 6,802,000
Multi-family

residential 2 1,685,000 - 1,685,000 - 1,685,000 9,885,000
Total 41 $118,028,000 $ 18,407,000 $ 136,435,000 $ (6,710,000) $ 129,725,000 $16,687,000

Loan Defaults

At September 30, 2008, five mortgage loans (each to a separate borrower), with an aggregate outstanding principal
balance of $18,407,000 (before allowances for possible losses), were not earning interest. Subsequent to September
30, 2008, we acquired in foreclosure properties securing two of theses loans. These acquisitions will result in the

10
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reclassification of these two non-earnings loans from real estate loans to real estate owned or held for sale. These
properties are as follows:

® A 44 unit multi-family residential complex located in Naples, Florida, which secured a loan of $6,498,000 before an
allowance for possible losses of $3,515,000. These units were to be offered for sale by our borrower as
condominium units. However, in view of the difficult condominium market in Naples, Florida and the difficulty
potential purchasers will have in securing mortgages for these units, we currently intend to operate this as a rental
property.

¢ A land parcel with 8,250 square feet of buildable residential space and three underground parking spaces in a
property under construction in Manhattan, New York, secured a loan of $6,162,000, before allowances for possible
losses of $1,645,000. We are reviewing our options with respect to this property.

11
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The other properties, subject to foreclosure proceedings at September 30, 2008 (which are in various foreclosure
stages), are as follows:

eFirst and second mortgage loans secured by a portfolio of retail, office and residential properties located in New
Jersey, securing a loan with an outstanding balance as of September 30, 2008 of $654,000 (paid down to $294,000
subsequent to September 30, 2008).

e A first mortgage loan secured by three separate multi-family properties located in Utica and Syracuse, New York,
with an outstanding balance of $2,393,000, before a loan loss allowance of $850,000.

® A single family residence located in Purchase, New York securing a first mortgage loan with an outstanding balance
of $2,700,000, before loan loss allowances of $700,000.

In the event of a default by a borrower on a mortgage loan, we will, in substantially all cases, foreclose on the
mortgage or other collateral held by us and may seek to protect our investment through negotiations with the borrower
or other interested parties. From the time a loan becomes non-performing until the time that a foreclosure sale or
bankruptcy auction occurs, a satisfactory workout is completed or the loan is reinstated by the borrower, we generally
do not receive any interest payments under our loan, thereby affecting our revenues, net income and cash distributions
to our shareholders. Foreclosure proceedings in certain jurisdictions can take a considerable period of time, and may
extend for as long as two years. In addition, if a borrower files for protection under the United States bankruptcy laws
during the foreclosure process, the delays may be longer. In a mortgage foreclosure proceeding, we will typically seek
to have a receiver appointed by the court or an independent third party property manager appointed with the
borrower's consent in order to preserve the property’s income stream and provide for the maintenance of the property.
At the conclusion of the foreclosure or negotiated workout process, the rents collected by the receiver or the third
party manager, as the case may be, less costs and expenses of operating the property and the receiver's or manager's
fees, are usually paid over to us.

Our Real Estate Assets

At September 30, 2008, we owned 13 properties acquired in foreclosure or deed-in-lieu of foreclosure having a book
value of $73,853,000 (including $34,665,000 of real estate assets held for sale). In Fiscal 2008, $104,172,000 of real
assets were acquired by foreclosure or deed in lieu of foreclosure (net of loan charge offs of $17,467,000), of which
$34,885,000 (book value) were sold. This compares to real estate assets acquired in Fiscal 2007 in foreclosure or
deed-in-lieu of foreclosure having a book value of $9,420,000 at September 30, 2007 (including $9,355,000 of real
estate properties held for sale). In addition, a consolidated joint venture owns one property, having a book value of
$3,159,000 and $3,272,000 as of September 30, 2008 and 2007, respectively. The following sets forth information
concerning properties acquired in foreclosure or deed-in-lieu of foreclosure and owned by us at September 30, 2008:

BOOK VALUE,

NET OF

IMPAIRMENT
TYPE OF PROPERTY LOCATION CHARGES
Multi-family residential, 388 units Fort Wayne, Indiana $ 8,905,000
Multi-family residential, 250 units (1) Nashville, Tennessee 7,480,000
Multi-family residential, 156 units (2) Nashville, Tennessee 7,027,000
Multi-family residential, 128 units (3) Smyrna, Tennessee 6,343,000
Multi-family residential, 112 units (4) Madison, Tennessee 4,086,000
Multi-family residential, 54 units (5) Madison, Tennessee 2,359,000
Multi-family residential, 88 units (4) Madison, Tennessee 2,342,000

12



Condominium units, 167 units
Condominium units, 56 units (6)
Condominium units, 15 units (7)
Condominium units, 20 units

Undeveloped land
Cooperative apartments, 26 units

TOTAL

5
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Apoka, Florida
Miami, Florida
West Palm Beach, Florida
Avalon, Florida

Daytona Beach, Florida
New York, New York

$

12,956,000
10,016,000
1,050,000
830,000

10
,437,000
22,000
73,853,000

13
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(1) A wholly-owned subsidiary of ours entered into a contract of sale, dated as of December 3, 2008, with an
unaffiliated entity, to sell this property for a purchase price of $7,900,000.

(2) A wholly-owned subsidiary of ours entered into a contract of sale, dated as of November 25, 2008, with an
unaffiliated entity, to sell this property for a purchase price of $7,404,000.

(3) A wholly-owned subsidiary of ours entered into a contract of sale, dated as of December 3, 2008, with an
unaffiliated entity, to sell this property for a purchase price of $6,612,000.

(4)Two wholly-owned subsidiaries of ours entered into a contract of sale, dated as of December 3, 2008, with an
unaffiliated entity, to sell, two properties included in the above table; one property for a purchase price of
$4,350,000 and one property for a purchase price of $3,000,000.

®)) A wholly-owned subsidiary entered into a contract of sale, dated as of November 14, 2008, with an
unaffiliated party, to sell this property for a purchase price of $2,430,000.

(6) Twenty-five units ($4,507,000 in book value) are held for sale and 31 units ($5,509,000 in book value) are
included in real estate properties.

(7)Seven units ($521,000 in book value) are held for sale and eight units ($529,000 in book value) are included in
real estate properties.

Consummation of each of the transactions referenced in footnotes 1-5 above is conditioned upon satisfaction of
specific terms and conditions and delivery of specific documents as is customary in similar transactions. Each
contract of sale provides each purchaser with a due diligence period, pursuant to which each purchaser may, in its sole
discretion, terminate its contract of sale during the due diligence period. The sale price for each of these properties,
less brokerage commissions and other estimated costs of sale, approximates the book value for each property as set
forth in the above table. There can be no assurance that any one or more of these transactions will be completed.

With respect to properties acquired in foreclosure or deed-in-lieu of foreclosure, we supervise local property
managers, and our staff supervises or is directly responsible for repairing and improving the property and completing
construction projects commenced by our borrower. In Fiscal 2008, we expended a total of $3,914,000 for
improvements and construction costs with respect to properties acquired in foreclosure and deed-in-lieu of
foreclosure.

With respect to unsold residential condominium units we acquire, we examine the local real estate market to
determine the advisability of selling or leasing vacant units and engage in a sales or leasing program, or in both
activities at a single project, as we deem appropriate. These activities include retaining sales and leasing agents,
preparing advertising materials, negotiating brokerage agreements, supervising activities of brokers selected by us,
and seeking mortgage financing opportunities for potential purchasers. We also engage in leasing activities for
multi-family properties we acquire in foreclosure and deed-in-lieu of foreclosure.

Generally, our policy is to sell properties we acquire by foreclosure and deed in lieu of foreclosure after completing
necessary repairs and maintenance and engaging in leasing activities, if required. We may elect to retain a property if
we determine that it is a property which has a longer term potential for appreciation.

14
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At September 30, 2008, less than 1% of our total assets, or an aggregate of approximately $1,857,000, was
represented by interests in unconsolidated joint ventures that collectively own six properties.

Our Investment Strategy

Our objective is to provide our shareholders with returns over time, including quarterly cash distributions and capital
appreciation, by originating mortgage loans secured by a diversified portfolio of real property. Due to the current
credit crisis however, our business focus has temporarily shifted emphasis from originating loans to servicing our loan
portfolio, workout activities, pursuing foreclosure actions, acquiring the underlying property in a foreclosure
preceding and supervising real estate assets.

We pursue lending opportunities with property owners and prospective property owners who require short-term
financing until permanent or construction financing can be obtained or until the property is sold. Our investment
policy emphasizes the origination of short-term real estate mortgage loans secured by senior liens on real property. As
of September 30, 2008, 98% of the principal balance of our portfolio consisted of first mortgage loans or pari passu
participations in first mortgage loans. Our lending activities focus on operating properties such as multi-family
residential properties (including residential property being renovated and converted to condominium ownership),
office buildings, shopping centers, mixed use buildings, hotels/motels, and industrial buildings. We also will provide
senior mortgage loans secured by unimproved land, but generally require that the unimproved land collateralizing our
loan has proper entitlements and that zoning is in place for the intended purpose. Although we continue to pursue
loan originations, in the current business environment, the demand for short-time bridge loans has significantly
declined and as a result, we have not received a significant number of loan inquiries and applications which satisfy our
underwriting criteria. Accordingly, until there is a significant reversal of the credit crisis, we expect our originations
to continue to be at a reduced level.

We also originate and hold for investment loans secured by improved commercial or multi-family residential property
which is vacant, pending renovation and sale or leasing of the property. From time to time, we sell senior, junior and
pari passu participations in mortgage loans that we originate. We may also acquire participations in mortgage loans
originated by others, and we may invest in the securities of other REITs.

When we invest in junior mortgage loans and junior loan participations, the collateral securing our loan is subordinate
to the liens of senior mortgages or senior participations. At September 30, 2008, approximately 2% of our real estate
mortgages, or $2,340,000 in principal amount, were represented by junior mortgages and junior participations. In
certain cases, we may find it advisable to make additional payments in order to maintain the current status of prior
liens or to discharge them entirely or to make working capital advances to support current operations. It is possible
that the amount which may be recovered by us in cases in which we hold a junior position may be less, or significantly
less, than our total investment, less allowances for possible loan losses.

Our lending activities are national in scope. We solicit mortgage loans which will be secured by a property located
anywhere within the United States. It is not our present intention to originate or otherwise invest in any mortgage loan
which is secured by property located outside the United States.

Our Origination Process and Underwriting Criteria

We originate mortgage loans in a number of ways. We rely on relationships developed by our officers and loan

originators with real estate investors, commercial real estate brokers, mortgage brokers and bankers. Historically, we
have experienced a great deal of repeat business with our borrowers.

15
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When underwriting a loan, the primary focus of our analysis is the fundamental value of a property, which we
determine by considering a number of factors, including location, current use and potential for alternative use, current
and potential net operating income, if any, the local market for condominium conversion if conversion of the property
to condominium ownership is contemplated or is a potential alternative, comparable sales prices, existing zoning
regulations and intended use if the loan is to be secured by undeveloped land, and local demographics. We also
examine the financial condition of the principals of a potential borrower and the experience of our potential borrower’s
principals in real estate ownership and management and, if applicable, real estate development.

16
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Loan approvals are based on a review of property information as well as other due diligence activities undertaken by
us, including a site visit to the property, an in-house property valuation, a review of the results of operations of the
property (historical and projected, if any) or, in the case of an acquisition of the property by our prospective borrower,
a review of the prospective borrower's projected results of operations for the property, and a review of the financial
condition and a credit report and background check of the principals of the prospective borrower. We do not obtain
independent property appraisals, but instead rely on our in-house activities described above. If management
determines that an environmental assessment of the underlying property is necessary, then such an assessment is
conducted by an experienced third-party service provider. Before a loan commitment is issued, the loan must be
reviewed and approved by our loan committee. Loan approval occurs after the assent of not less than four of the seven
members of our loan committee, all of whom are executive officers of BRT. We generally obtain a non-refundable
cash deposit for legal, travel, and other expenses from a prospective borrower prior to or at the time of issuing a loan
commitment, and our loan commitments are generally issued subject to receipt by us of title documentation and title
insurance, in a form satisfactory to us, for the underlying property. The approval of our Board of Trustees is required
for each loan which exceeds $20,000,000 in principal amount, and the approval of our Board of Trustees is also
required where loans by us to one borrower exceed $50,000,000, in the aggregate.

We usually require either a personal guarantee or a "walk-away guarantee" from the principal or principals of the
borrower, in substantially all of the loans originated by us. A "walk-away guarantee" generally provides that the full
guarantee of the principal or principals of the borrower terminates if the borrower conveys title to the property to us
within a negotiated period of time after a loan default if the payment of mortgage interest to us, real estate taxes and
other operating expenses are current. The "walk-away guarantee" is intended to provide an incentive to the principals
of a borrower, in a situation where our borrower has defaulted, to have the collateral deeded to us in lieu of
foreclosure, thereby reducing the cost of foreclosure proceedings. By complying with the terms of the "walk-away
guarantee," the principals of the borrower can avoid the risk of being personally responsible for any difference
between the amount owed to us and the amount we recover in a foreclosure proceeding. If we make more than one
loan to a borrower, we may require that all or some of the outstanding loans to that borrower be

cross-collateralized. In our judgment, during Fiscal 2008, the “walk-away guarantors” that we secured upon the
origination of certain loans provided us with leverage in negotiating loan paydowns from “walk away guarantors” and
assisted in expediting the foreclosure process on our defaulted loans.

We originated $66,027,000 of mortgage loans in Fiscal 2008. This compares with $120,349,000 of mortgage loans
originated by us in Fiscal 2007. As previously discussed, we believe the decline in our originations is primarily due to
the current credit crisis, and it is our expectation that the current crisis will continue to adversely impact our loan
originations in Fiscal 2009. We cannot project when the credit crisis will stabilize and reverse. Most of our potential
borrowers do not have a current need or have a reduced need for our short term lending solutions as their activity in
the real estate market has slowed or been curtailed.

Our Credit Facility

We have a revolving credit facility with a group of banks consisting of Capital One Bank, VNB New York Corp.,
Signature Bank and Manufacturers and Traders Trust Company to finance our real estate mortgage lending, and
pursuant to which these banks make available to us up to an aggregate of $185,000,000 on a revolving basis. The
revolving credit facility matures on February 1, 2010, with no extension options. The amount which can be
outstanding under the revolving credit facility may not exceed an amount equal to the sum of (i) 65% of our first
mortgages, plus (ii) 50% of our second mortgages and (iii) 50% of the fair market value of certain of our owned real
estate pledged to the lending banks as collateral, and the sum of (ii) and (iii) may not exceed 15% of the borrowing
base. At September 30, 2008 and November 30, 2008, $51,000,000 and $69,000,000, respectively, was available to be
drawn down by us under the revolving credit facility and $3,000,000 and $6,000,000, respectively, was outstanding.
Borrowings under the revolving credit facility bear interest at 30 day LIBOR plus 225 basis points, or 4.74% per
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annum as of September 30, 2008 and 4.15% per annum as of November 30, 2008. The loan agreement between us
and our lenders contains affirmative and negative covenants, including (1) a requirement that the ratio of shareholders'
equity (including trust preferred securities) to bank debt shall not be less than 1.00 to 1.00, and (2) a required debt
coverage ratio of 1.50 to 1.00. We are in compliance with the covenants.
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Through the date of this filing, all of our draw requests have been fulfilled by our lending banks in a timely manner.
CIT Joint Venture

BRT Joint Venture No. 1 LLC, a wholly owned subsidiary of ours, which we refer to as the BRT member, entered
into a joint venture agreement by and among (a) CIT Capital USA, Inc., which we refer to as the CIT member and
which is a wholly owned subsidiary of CIT Group, Inc., and (b) BRT Funding LLC, a limited liability company
formed under the laws of the State of Delaware, which we refer to as the joint venture. The joint venture is engaged in
the business of investing in short-term commercial real estate loans for terms of six months to three years, similar to
those that we originate. The BRT member is the managing member of the joint venture. The initial capitalization of
the joint venture is up to $100,000,000, of which 25% is funded by the BRT member and 75% by the CIT

member. At September 30, 2008, we had an equity investment in the venture of $8,862,000.

We have agreed to present all loan proposals received by us to the joint venture for its consideration on a first refusal
basis until the joint venture originates loans with an aggregate principal amount of $100,000,000.

Due to the credit crisis, the joint venture did not originate any loans in Fiscal 2008. The joint venture’s activities in
2008 principally consisted of managing its loan portfolio. In Fiscal 2008, $19,366,000 of the joint venture’s loans
were repaid and the joint venture acquired one property in foreclosure, which secured a loan of $1,350,000. The asset
acquired, a hotel property located in Goldsboro, North Carolina, which had a book value of $1,143,000, after loan loss
allowances, was sold subsequent to Fiscal 2008 for $1,200,000. Additionally, the joint venture commenced
foreclosure proceedings in Fiscal 2008 with respect to a defaulted loan of $26,421,000 secured by a multi-family
property located in Mesa, Arizona. Subsequent to September 30, 2008, the borrower filed for protection under the
federal bankruptcy laws. The bankruptcy and foreclosure proceedings are pending.

Following is a summary of the material provisions of the joint venture agreement, which is qualified in its entirety by
reference to the joint venture agreement, a copy of which was filed as an exhibit to our Current Report on Form 8-K
filed with the Securities and Exchange Commission on November 8, 2006.

Funding. For so long as the joint venture does not have a line of credit from a third party lender (which it neither has
nor is pursuing), the BRT member is to fund 25% of each loan made by the joint venture, and the CIT member is to
fund 75%.

Allocations. We manage the joint venture and receive a management allocation calculated as 1% of the loan portfolio
amount, annualized, and payable quarterly. The joint venture will distribute net available cash to its two members on
a pro-rata basis until each member receives a return of 9% (inclusive of origination fees, if any), annualized on its
outstanding advances. If the joint venture provides each member with an annualized 9% return, thereafter, additional
available net cash is distributed 37.5% to the CIT member and 62.5% to the BRT member.

Clawback. If the joint venture sustains any loss of principal with respect to loans that are foreclosed upon, the BRT
member will reimburse the CIT member up to 75% of the actual loss, but only to the extent that amounts received by
BRT member from cash distributions exceed the BRT member's 9% return, with such reimbursement to be capped at
two-thirds of 1% of the highest aggregate principal amount of the venture's loans outstanding. The reimbursement, if
any, is calculated based upon calendar year results.
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Restrictions. The joint venture agreement includes a number of restrictions on the activities of BRT, the BRT member,
CIT and the CIT member, some of which are summarized herein:

During the term of the joint venture agreement and until eighteen months following the dissolution of the joint venture
(which period is referred to as the restricted period), CIT's commercial real estate business unit will not, without the
consent of BRT or the BRT member, make any commercial real estate loans to any borrowers that are initially
introduced to the joint venture by the BRT member, by a mortgage broker associated with the BRT member or by any
of BRT's affiliates.

During the term of the joint venture agreement, without the consent of CIT or of the CIT member, BRT will not make
any commercial real estate loan other than through the joint venture or as provided by the joint venture agreement;
provided however, that BRT is not precluded during the term of the joint venture agreement from making any loan
that is disapproved or deemed disapproved by the joint venture or that the joint venture is not able to make because of
the absence of available funding.

During the term of the joint venture agreement, BRT will not enter into any transaction or arrangement with any other
person to manage or service such person's mortgage loan portfolio or other real estate loans. BRT has also agreed that
it shall not during the term of the joint venture agreement, enter into any joint venture or partnership to make, manage
or service any third parties mortgage loan portfolio or other real estate loans.

Termination. The joint venture agreement is terminable by either member upon 60 days notice. Upon any such
termination, any loans then held by the joint venture will continue to be held by the joint venture until the maturity or,
if earlier, repayment, of such loans.

We have agreed to pay a fee of 4% of the funds advanced by the CIT member to the joint venture, as and when such
funds are advanced, to a merchant banking firm that performed certain services for us and the joint venture in the
transaction. One of the managing directors of the merchant bank is an independent director of One Liberty Properties,
Inc., which is an affiliate of BRT. The merchant banking firm is otherwise unrelated to BRT.

Trust Preferred Securities

We have issued trust preferred securities, in an aggregate principal amount of $56,702,000, through two
wholly-owned single purpose subsidiaries. Trust preferred securities in an aggregate principal amount of $25,774,000
require distributions at a rate of 8.23% per annum through April 30, 2016, and trust preferred securities in an
aggregate principal amount of $30,928,000 require distributions at a rate of 8.49% per annum through April 30, 2016.
The trust preferred securities mature on April 30, 2036 and are redeemable at our option, at par, beginning on April
30, 2011.

Our Investment in Entertainment Properties Trust

As of September 30, 2008, we owned 131,289 common shares of Entertainment Properties Trust, which is referred to
herein as EPR. These shares have an average cost for book purposes of $13.13 per share and an aggregate book value
of $1,725,000. As of September 30, 2008, the market value of this investment was approximately $7,185,000, or
$54.72 per share, and as of November 30, 2008 was approximately $3,221,000, or $24.53 per share In our 2008 fiscal
year, EPR paid or declared cash dividends to shareholders at a quarterly rate of $.84 per share, which provided us with
an annual yield of 25.6% on our book cost. From time to time, we evaluate our investment in EPR and determine
whether or not to sell any EPR shares, taking into consideration EPR's results of operations and business prospects, as
well as general market conditions. In Fiscal 2008, we sold 493,511 shares of EPR for a gain for book purposes of
$19,940,000.
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Competition

With respect to our real estate lending activities, we compete for originations with other entities, including other
mortgage REITs, commercial banks, savings and loan associations, specialty finance companies, conduits, pension
funds, public and private lending companies, investment funds, hedge funds, mortgage bankers and others. With
respect to our sale of real estate assets, we compete with any entity seeking to dispose of like properties, including
other REIT’s, banks, pension funds, hedge funds, real estate developers and private real estate investors. Many of our
competitors possess greater financial and other resources than we possess.

Competitive variables in our lending activities include market visibility, size of loans offered, rate, fees, term and
underwriting standards. To the extent a competitor offers a lower rate, is willing to risk more capital in a particular
transaction, and/or employ more liberal underwriting standards, our origination volume and profit margins could be
adversely impacted. We compete by offering rapid response time in terms of approval and closing and by offering “no
prepayment penalty” loans. We may offer a higher loan to value ratio than institutional competitors. In order to
supplement our marketing activities, we engage in an active national advertising program. Mortgage lending has been
historically competitive, but in current environment it is difficult to determine our direct and indirect competitors and
the extent of the competition.

With respect to the sale of real estate properties, competition is primarily dependent on price. Other competitive
factors which a potential buyer may take into account, most of which are outside of our control, are location, physical
condition of the property and availability of mortgage financing.

Our Structure

We share facilities, personnel and other resources with several affiliated entities including, among others, Gould
Investors L.P., a master limited partnership involved in the ownership and operation of a diversified portfolio of real
estate, and One Liberty Properties, Inc., a publicly-traded equity REIT. Jeffrey A. Gould, our President and Chief
Executive Officer, George Zweier, our Vice President and Chief Financial Officer, two other officers engaged in loan
origination, underwriting and servicing activities, and five others engaged in underwriting and servicing activities
devote substantially all of their business time to us, while our other personnel (including several officers) share their
services on a part-time basis with us and other affiliated entities that share our executive offices. The allocation of
expenses for the shared facilities, personnel and other resources is computed in accordance with a shared services
agreement by and among us and the affiliated entities. The allocation is based on the estimated time devoted by
executive, administrative and clerical personnel to the affairs of each entity that is a party to the Shared Services
Agreement.

In addition, we are party to an Amended and Restated Advisory Agreement, between us and REIT Management
Corp., our advisor. Pursuant to the Amended and Restated Advisory Agreement, REIT Management Corp. furnishes
advisory and administrative services with respect to our business, including, without limitation, arranging credit lines,
interfacing with our lending banks, participating in our loan analysis and approvals, providing investment advice,
providing assistance with building inspections and litigation strategy and support. In addition, in connection with
non-performing loans, REIT Management Corp., among other activities, engages in negotiations with borrowers,
guarantors, and their advisors related to workouts, participates in strategic decisions relating to workouts and
foreclosures and may interface with receivers, managing agents and court appointed trustees with respect to specific
collateral securing our loans.

For services performed by REIT Management Corp. under the Amended and Restated Advisory Agreement, REIT
Management Corp. receives an asset management fee equal to .6% of our invested assets and an incentive fee from
borrowers payable upon funding a loan commitment of .5% of the total commitment amount, provided that we have
received at least a loan commitment fee of 1% from the borrower in any such transaction and any loan commitment
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fee in excess of 1.5% of the total commitment amount is retained by us. REIT Management Corp. is wholly owned by
the chairman of our Board of Trustees and he and certain of our executive officers, including our President and Chief
Executive Officer, receive compensation from REIT Management Corp. We discuss compensation paid by REIT
Management Corp. to our Chairman and President and Chief Executive Officer and to certain of our executive officers
in our proxy statement for our Annual Meeting of Shareholders.
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We believe that the Shared Services Agreement and the Amended and Restated Advisory Agreement allow us to
benefit from access to, and from the services of, a group of senior executives with significant real estate knowledge
and experience.

We also engage affiliated entities to manage some of the properties acquired by us in foreclosure or deed in lieu of
foreclosure and some of the properties owned by joint ventures in which we are an equity participant. These
management services include, among other things, rent billing and collection, property repair, maintenance and
improvement, contractor negotiation, construction management and sales and leasing activities. In management's
judgment, the fees paid by us to these affiliated entities are competitive with fees that would be charged for
comparable services by unrelated entities.

Available Information

You can access financial and other information regarding our company on our website: www.brtrealty.com. The
information on our website is not a part of, nor is it incorporated by reference into, this Annual Report. We make
available, free of charge, copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and Amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after electronically filing such
material with, or furnishing such material to, the Securities and Exchange Commission.

Item 1A. Risk Factors.

In addition to the other information contained or incorporated by reference in this Form 10-K, readers should carefully
consider the following risk factors:

Risks Related to Our Business

We have experienced a substantial increase in the frequency of defaults on our loans and continuing defaults will
result in continuing declines in revenues, cash available for distribution to shareholders.

Loan defaults result in a decrease in interest income and may require the establishment of, or an increase in, loan loss
reserves. The decrease in interest income resulting from a loan default or defaults may be for a prolonged period of
time as we seek to recover, primarily through legal proceedings, the outstanding principal balance, accrued interest
and default interest due on a defaulted loan, plus the legal costs incurred in pursuing our legal remedies. Legal
proceedings, which may include foreclosure actions and bankruptcy proceedings, are expensive and time consuming.
The decrease in interest income, and the costs involved in pursuing our legal remedies will reduce the amount of cash
available to meet our expenses. In addition, the decrease in interest income, the costs incurred by us in a defaulted
loan situation and increases in loan loss reserves will have an adverse impact on our net income, taxable income,
shareholders’ equity, the cash distributions paid by us to our shareholders and our ability to continue to pay cash
distributions in the future.

In Fiscal 2008, we realized an increase in the number of borrowers defaulting on their monetary obligations to us. At
September 30, 2007, we had seven non-earning loans having an aggregate outstanding principal balance of
$63,627,000, before loan loss allowances. During Fiscal 2008, nine additional borrowers with an outstanding
principal balance of $84,235,000 defaulted in their monetary obligations to us. Of the $147,862,000 in defaulted
loans, real properties underlying loans totaling $122,295,000 in principal amount were acquired by us in foreclosure
or by deed in lieu of foreclosure in Fiscal 2008 and were reclassified on our books from real estate loans to real estate
properties (including real estate properties held for sale) at a book value of $104,828,000, after charge-offs of
$17,467,000. Accordingly, real estate loans not earning interest decreased from $63,627,000, before loan loss
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allowances, at September 30, 2007 to $18,407,000, before loan loss allowances, at September 30, 2008, and real
properties, including real properties held for sale, increased from $12,691,000 at September 30, 2007 to $77,012,000
at September 30, 2008, after giving effect to real property sales with a book value of $34,885,000 and impairment
charges of $8,160,000 during Fiscal 2008. Non-earning loans represented 13.50% of the principal balance of our
outstanding loans and 6.82% of our total assets at September 30, 2008. The non-accrual of interest income on
non-earning loans had the effect of reducing our revenues by $8,030,000 in Fiscal 2008 and may continue to reduce
our revenues and our net income in Fiscal 2009. Continuing uncertainty in the credit and real estate markets may
result in additional defaults by our borrowers in Fiscal 2009.

12
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The inability of our borrowers to refinance or sell underlying real property may lead to additional defaults on our
loans.

Substantially all of our mortgage portfolio is short term and due within one year. In addition, our borrowers are
required to pay all or substantially all of the principal balance of our loans at maturity, in most cases with little or no
amortization of principal over the term of the loan. In order to satisfy this obligation, at the maturity of a loan a
borrower will be required to refinance or sell the property or otherwise raise a substantial amount of cash. The ability
to refinance or sell or otherwise raise a substantial amount of cash is dependent upon certain factors which neither we
nor our borrowers control, such as national, local and regional business and economic conditions, government
economic policies and the level of interest rates. Due to the current credit crisis, institutional lenders have
substantially restricted or suspended lending and have increased the costs of borrowing and tightened credit
standards. As a result, our borrowers are finding it very difficult and costly to refinance or sell the property, thereby
affecting their ability to repay loans due to us. If a borrower is unable to pay the balance due at maturity and we are
not willing to extend or restructure the loan or make other accommodations with a borrower, we will, in most cases,
foreclose on the property, which can be expensive and time consuming and will adversely affect our net income,
shareholders’ equity and cash distributions to shareholders.

We are subject to certain risks associated with borrower concentrations, which causes us to be vulnerable to adverse
changes regarding these borrowers.

At September 30, 2008, 21 first mortgage loans, representing 62.4% of our loan portfolio, or $85,187,000, to three
separate borrowers were outstanding. Nineteen loans, in the aggregate principal amount of $36,312,000, were
originated to one borrower, all of which are secured by three commercial redevelopment projects in Newark, New
Jersey. We also originated a $26,075,000 loan to a different borrower, securing a commercial property in Manhattan,
New York, and a $22,800,000 loan to another borrower, securing a commercial property in Brooklyn, New York; each
of these two borrowers intends to convert its property into a residential condominium project. Each individual loan
we originate is separately and independently underwritten. All of these loans are currently performing and are secured
by first mortgages on commercial real properties. These significant borrowing concentrations cause 62.4% of our
portfolio to be subject to the economic conditions of three borrowers. If one or more of these borrowers experience
financial or other difficulties in the future, they may default in their obligations, which would result in their loans
being reclassified as non-earning. As a result, we would likely foreclose on the property, which will adversely affect
our net income, shareholders’ equity and cash distributions to shareholders.

Decrease in our loan originations could negatively affect our results of operations.

Due to the crisis in the credit and real estate markets, many of our borrowers and potential borrowers have less of a
need for our short-term lending, as their activity in the real estate markets slowed or was curtailed. In addition, we
were concerned with the ability of potential borrowers to refinance or sell properties in order to repay our loans. As a
result, in Fiscal 2008 there was a 45% decrease in the principal amount of loans originated as compared to Fiscal
2007. Unless there are positive changes in the credit markets, the level of originations will continue at a reduced
level, which could negatively affect our revenues, net income, shareholders’ equity and cash distributions to
shareholders.

13
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Our allowance for loan losses and impairment charges against owned real estate may not be adequate to cover actual
losses.

Our loan losses could exceed the allowance for loan losses that we have recorded in our financial statements, and
impairment charges against the value of real estate acquired by us in foreclosure or deed in lieu of foreclosure may
ultimately prove to be inadequate. We establish and maintain an allowance for loan losses to manage the risk
associated with loan defaults. We also take impairment charges to reduce the value of real estate property owned by
us, if in our judgment, the value of the real estate property owned has declined. Regardless of the underwriting criteria
utilized at the time of origination or valuation allowances taken with respect to loans or impairment charges taken
with respect to real estate owned, losses may be experienced as a result of specific or systemic factors beyond our
control, including, among other things, an economic recession and changes in market conditions affecting the value of
our loan collateral and real estate assets.

As of September 30, 2008, our allowance for loan losses was $6,710,000 compared to $8,917,000 as of September 30,
2007. In addition, at September 30, 2008, real estate owned by us, which was acquired by foreclosure or deed in lieu
of foreclosure, had a book value of $73,853,000, after $17,467,000 in loan loss allowances taken against the loans
prior to acquisition, and $8,160,000 in impairment charges taken against real property assets after acquisition. The
allowance for loan losses and the impairment charges against owned real property reflects our estimate of the probable
losses in our loan portfolio and our estimate of real property values at the relevant balance sheet date. Our allowance
for loan losses and impairment charges against owned real property are based on an evaluation of known risks and
economic factors. The determination of an appropriate level of loan loss allowances and impairment charges is an
inherently difficult process and is based on numerous assumptions. The amount of future losses and future impairment
of real estate is susceptible to changes in economic, operating and other conditions, including changes in interest rates,
that may be beyond our control and these losses may exceed current estimates. Our allowance for loan losses and
impairment charges may not be adequate to cover actual losses and we may need to take additional reserves and
charges in the future. Actual losses and additional allowances and impairment charges in the future could materially
and adversely affect our business, net income, shareholders’ equity and cash distributions to our shareholders.

A prolonged economic slowdown or a lengthy or severe recession could harm our operations.

Declines in the U.S. economy, severe liquidity issues in the credit markets and the resulting decline in the real estate
markets in Fiscal 2008, contributed to significant defaults by our borrowers, a significant reduction in our loan
originations and increased provisions for loan losses and impairment charges on our assets. If the decline in the U.S.
economy does not stabilize and reverse in 2009, we will likely experience an additional decline in loan originations
and increases in loan losses and asset impairment charges in Fiscal 2009. Borrowers may also be less able to pay
principal and interest on loans if the economy continues to weaken. Declining real property values also would increase
loan-to-value ratios on our loans and, therefore, weaken our collateral coverage and increase the possibility of a loss if
a borrower defaults. Any sustained period of increased defaults and foreclosures would adversely affect our interest
income, financial condition, business prospects and our ability to make cash distributions to our shareholders.

If a significant number of our mortgage loans are in default or we otherwise must write down our loans, a breach of
our revolving credit facility could occur.

Our revolving credit facility with Capital One Bank, VNB New York Corp., Signature Bank and Manufacturers and
Traders Trust Company includes financial covenants that require us to maintain certain financial ratios, including a
debt service coverage ratio and an equity to indebtedness ratio. If additional mortgage loans held by us go into default
or if generally accepted accounting principles require us to take additional significant loan loss reserves against our
loans or significant impairment charges against our real estate assets, our financial position could be materially
adversely affected causing us to be in breach of the financial covenants.
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A breach by us of the covenants to maintain the financial ratios would place us in default under our revolving credit
facility, and, if the banks called a default and required us to repay the full amount outstanding under the revolving
credit facility, we might be required to rapidly dispose of assets, which could have an adverse impact on the amounts
we receive on such disposition. If we are unable to dispose of assets in a timely fashion to the satisfaction of the
banks, the banks could foreclose on that portion of our loan portfolio pledged to the banks as collateral, which could
result in the disposition of loans at below market values. The disposition of loans at below our carrying value would
adversely affect our net income, reduce our shareholders’ equity and adversely affect our ability to pay cash
distributions to our shareholders.
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Failure to have an adequate funding source would adversely affect our results.

Our loan originations require us to have adequate funds available in order to originate loans. Our primary source of
funds for our originations is our revolving credit facility. In the event that our lending banks determine not to satisfy
our loan draw down requests or do not renew our credit facility upon its expiration in February 2010 on terms that are
acceptable to us, we will be forced to secure additional funding sources in order to continue originating loans. Under
the current market conditions, the availability of both debt and equity funding has contracted severely. The failure to
secure financing on acceptable terms or in sufficient amounts could reduce our taxable income by limiting our ability
to originate loans and increasing our financing expenses. A reduction in our revenues, net income and taxable income
could impair our liquidity and our ability to pay distributions to our shareholders. We cannot assure you that any or
sufficient funding will be available to us in the future on terms that are acceptable to us.

Financing with high loan-to-value ratios may involve increased risk of loss and may adversely affect us.

Our primary source of recovery in the event of a loan default is the real property underlying a defaulted loan.
Therefore, the value of our loan depends upon the value of the underlying real property. The value of the underlying
property is dependent on numerous factors outside of our control, including national, regional and local business and
economic conditions, government economic policies and the level of interest rates. A loan-to-value ratio is the ratio
of the amount of our financing, plus the amount of any senior indebtedness, if any, to the estimated market value of
the property underlying a loan, as determined by our internal valuation process. In the current economic environment,
the market value of real property underlying many of our loans is less than the market value at the time the loan
commitment was issued and the loan funded. The higher the loan to value ratio, the greater the risk that the amount
obtainable from sale of a property (including a foreclosure or bankruptcy sale) may be insufficient to repay the loan in
full upon default.

The geographic concentration of our portfolio may make our revenues and the value of our portfolio vulnerable to
adverse changes in local economic conditions.

Although we originate and hold for investment loans secured by real property located anywhere in the United States,
85% of our outstanding loans are secured by properties located in New York and New Jersey. A lack of geographical
diversification makes our mortgage portfolio more sensitive to local or regional economic conditions. In particular, if
the current economic crisis causes a more dramatic decline in the economies of these two states compared with the
rest of the United States, this could result in a greater risk of default under our loans compared with the default rate for
loans secured by properties in other states. This could result in a reduction of our revenues, increases in our loan loss
allowances and impairment charges and a reduction of our net income, which reductions and increases may not be as
acute if our portfolio were more geographically diverse.

Our revenues and the value of our portfolio are affected by a number of factors that affect investments in real property
generally.

We are subject to the general risks of the real estate market. These include adverse changes in national and local
economic conditions, demographics, retailing trends and traffic patterns, competitive overbuilding, casualty losses and
other factors beyond our control. The value of the collateral underlying our loans, as well as the real property owned
by us and by joint ventures in which we are an equity participant, also may be negatively affected by factors such as
the cost of complying with environmental regulations and liability under applicable environmental laws, interest rate
changes and the availability of financing. Income from a commercial or multifamily residential property will also be
adversely affected if a significant number of tenants are unable to pay rent, if tenants terminate or cancel leases or if
available space cannot be rented on favorable terms. Operating and other expenses of properties, particularly
significant expenses such as real estate taxes, maintenance costs and casualty and liability insurance costs, generally
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do not decrease when income decreases and even if revenues increase, operating and other expenses may increase
faster than revenues.
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Failure to pay interest on our debt may adversely affect us.

Default in making interest payments on debt could affect our ability to fund our operations. As of September 30, 2008,
we had approximately $56,702,000 of trust preferred securities outstanding, maturing in 2036. Payments of interest
under the instruments governing the trust preferred securities, totaling $1,187,000 per quarter, must be paid before we
can pay dividends on our common shares.

As of September 30, 2008, we had a revolving credit facility of $185,000,000, of which $51,000,000 was available
and $3,000,000 was outstanding. As of November 30, 2008, $6,000,000 is outstanding under this facility. This
facility matures in February 2010. Our failure to pay interest or principal on the facility would result in a default by
us, and the lenders under the facility could require the immediate payment of all amounts outstanding under the
facility. This would negatively affect our liquidity position, operations and restrict our ability to originate loans.

The increased risk of loans secured by undeveloped land may harm our results of operations.

We provide loans that are secured by undeveloped land. Loans secured by undeveloped land, aggregating
$21,354,000, before allowance for loan losses, represented 15.6% of our loan portfolio at September 30, 2008. We
also have acquired by deed-in-lieu of foreclosure undeveloped land which is recorded on our books at $10,436,000,
after taking into account a charge-off of $4,050,000. Land loans are subject to a higher risk of default because such
properties are not income producing properties. In addition, the market value of such properties is volatile. Although
we only make loans on undeveloped land if entitlements and zoning is in place for the intended use, there is always
the risk that entitlements and zoning may be changed or lapse. Consequently, in the event of a default and foreclosure,
we may not be able to sell such property for an amount equal to our investment. As a result, we may lose a significant
portion of our investment, adversely affecting our net income, shareholders’ equity and cash distributions to our
shareholders. In the event of a default of a loan secured by undeveloped land, we may elect to hold the property until
the market becomes more favorable. In such case during the holding period, which may likely be for a longer period
of time than the holding period for income producing real property, we will not receive any income from this property
and we will be required to pay the costs of carrying the property, primarily real estate taxes, which could adversely
affect our net income, shareholders’ equity and cash distributions to shareholders.

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

Some of our investments are participating interests in loans in which we share the rights, obligations and benefits of
the loan with participating lenders pursuant to a participation agreement. We may need the consent of these parties to
exercise our rights under such loans, including rights with respect to amendment of loan documentation, the institution
of, and control over, foreclosure actions entering into forebearance agreements with borrowers, and sale of the
underlying property upon acquisition in foreclosure. In addition, if under the participation agreement our participation
represents a minority or junior interest, the other participants may be able to take actions which are not consistent with
our interests or objectives.
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We may have less control of our investment when we invest in joint ventures.

We have made loans to, and acquired equity interests in, joint ventures that own income producing real property. At
September 30, 2008, our equity investment in these joint ventures aggregated $9,669,000. Our co-venturers may
have different interests or goals than we do and our co-venturers may not be able or willing to take an action that is
desired by us. A disagreement with respect to the activities of the joint venture could result in a substantial diversion
of time and effort by our management and could result in our exercise, or one of our co-venturers exercise, of the
buy/sell provision typically contained in our joint venture organizational documents. In addition, there is no limitation
under our charter documents as to the amount of funds that we may invest in joint ventures. Accordingly, we may
invest a substantial amount of our funds in joint ventures which ultimately may not be profitable as a result of
disagreements with and among our co-venturers.

We are exposed to risk of environmental liabilities with respect to properties to which we take title.

In the course of our business, we foreclose on defaulted loans and take title to real property. We could be subject to
environmental liabilities with respect to these properties. We may be held liable to governmental entities or to third
parties for property damage, personal injury, investigation and clean-up costs in connection with environmental
contamination, or may be required to investigate or clean up hazardous or toxic substances, or chemical releases at a
property, even if the environmental issues arose prior to our ownership of the property . The costs associated with
investigation or remediation activities could be substantial. In addition, as the owner or former owner of a
contaminated site, we may be subject to common law claims by third parties based on damages and costs resulting
from environmental contamination associated with the property. If we become subject to significant environmental
liabilities, our business, financial condition, results of operations and cash flows could be materially adversely
affected.

We operate in a highly competitive market.

We have significant competition in our business. We compete with many third parties engaged in finance and real
estate investment activities, including other REITs, specialty finance companies, savings and loan associations, banks,
mortgage bankers, insurance companies, mutual funds, institutional investors, investment banking firms, lenders,
governmental bodies and other entities. Some of these competitors have substantially greater financial resources than
we do and generally may be able to accept more risk. As such, they have the ability to make larger loans and to reduce
the risk of loss from any one loan by having a more diversified loan portfolio. They may also enjoy significant
competitive advantages that result from, among other things, enhanced operating efficiencies. An increase in the
availability of funds to lenders, or a decrease in the amount of borrowing activity, may increase competition for
making loans and may reduce obtainable yields or increase the credit risk inherent in the available loans.

The credit crisis has severely and adversely impacted mortgage lending activities by institutional lenders, specialty
companies and others engaged in commercial mortgage lending activities, and it has been extremely difficult for
owners or buyers of real estate to refinance or to finance an acquisition. In the normal course, we would expect a
business environment of the type we are presently experiencing to provide us with opportunities. However, the
extreme difficulty in finding long-term financing has significantly reduced, and in some cases eliminated, potential
borrowers from acquiring real properties, development activity, condominium conversion and repositioning or
upgrading real property. Although we believe that we are in a position to originate short term bridge loans without
significant competition, the flow of business has been limited and we have been more cautious in our loan approvals.

Changes in interest rates may adversely affect our results of operations.
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Our results of operations are likely to be harmed during any period of unexpected or rapid changes in interest rates. A
substantial or sustained increase in interest rates could harm our ability to originate mortgage loans or acquire
participations in mortgage loans. Interest rate fluctuations may also harm our earnings by causing an increase in
mortgage prepayments or by changing the spread between the interest rates on our borrowings and the interest rates on
our mortgage assets.
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Our revenues and the value of our portfolio may be negatively affected by casualty events occurring on properties
securing our loans.

We require our borrowers to obtain, for our benefit, comprehensive insurance covering the property and any
improvements to the property collateralizing our loan in an amount intended to be sufficient to provide for the cost of
replacement in the event of casualty. In addition, joint ventures in which we are an equity participant carry
comprehensive insurance covering the property and any improvements to the property owned by the joint venture for
the cost of replacement in the event of a casualty. Further, we carry insurance for such purpose on properties owned
by us. However, the amount of insurance coverage maintained for any property may not be sufficient to pay the full
replacement cost following a casualty event. In addition, the rent loss coverage under a policy may not extend for the
full period of time that a tenant may be entitled to a rent abatement that is a result of, or that may be required to
complete restoration following a casualty event. In addition, there are certain types of losses, such as those arising
from earthquakes, floods, hurricanes and terrorist attacks, that may be uninsurable or that may not be economically
insurable. Changes in zoning, building codes and ordinances, environmental considerations and other factors may
make it impossible for our borrower, a joint venture or us, as the case may be, to use insurance proceeds to replace
damaged or destroyed improvements at a property. If any of these or similar events occur, the amount of coverage
may not be sufficient to replace a damaged or destroyed property and/or to repay in full the amount due on all loans
collateralized by such property. As a result, our returns and the value of our investment may be reduced.

Senior management and other key personnel are critical to our business and our future success may depend on our
ability to retain them.

We depend on the services of Fredric H. Gould, chairman of our board of trustees, Jeffrey A. Gould, our president and
chief executive officer, and other members of senior management to carry out our business and investment strategies.
Jeffrey A. Gould devotes a limited amount of his business time to entities affiliated with us. In addition to Jeffrey A.
Gould, only three other executive officers, Mitchell Gould, our executive vice president, Lonnie Halpern, a vice
president and George Zweier our vice president and chief financial officer, and three other executive personnel devote
substantially all of their business time to us. The remainder of our executive management personnel share their
services on a part-time basis with entities affiliated with us and located in the same executive offices pursuant to a
shared services agreement. We rely on part-time executive officers to provide certain services to us, including legal,
accounting and computer services, since we do not employ full-time executive officers to handle these services. If the
shared services agreement is terminated, we will have to obtain such services or hire employees to perform them. We
may not be able to replace these services or hire such employees in a timely manner or on terms, including cost and
level of expertise, that are as favorable as those we receive under the shared services agreement.

In addition, in the future we may need to attract and retain qualified senior management and other key personnel, both
on a full-time and part-time basis. The loss of the services of any of our senior management or other key personnel or
our inability to recruit and retain qualified personnel in the future, could impair our ability to carry out our business
and our investment strategies.

We do not carry key man life insurance on members of our senior management.

Our transactions with affiliated entities involve conflicts of interest.

Entities affiliated with us and with certain of our executive officers provide services to us and on our behalf and we
intend to continue the relationships with such entities in the future. Although our policy is to obtain terms in
transactions with affiliates that are at least as favorable as those that we would receive if the transactions were entered

into with unaffiliated entities, these transactions raise the potential that we may not receive terms as favorable as those
that we would receive if the transactions were entered into with unaffiliated entities.
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Risks Related to the REIT Industry

Failure to qualify as a REIT would result in material adverse tax consequences and would significantly reduce cash
available for distributions.

We operate so as to qualify as a REIT under the Internal Revenue Code of 1986, as amended. Qualification as a REIT
involves the application of technical and complex legal provisions for which there are limited judicial and
administrative interpretations. The determination of various factual matters and circumstances not entirely within our
control may affect our ability to qualify as a REIT. In addition, no assurance can be given that legislation, new
regulations, administrative interpretations or court decisions will not significantly change the tax laws with respect to
qualification as a REIT or the Federal income tax consequences of such qualification. If we fail to qualify as a REIT,
we will be subject to Federal, state and local income tax (including any applicable alternative minimum tax) on our
taxable income at regular corporate rates and would not be allowed a deduction in computing our taxable income for
amounts distributed to shareholders. In addition, unless entitled to relief under certain statutory provisions, we would
be disqualified from treatment as a REIT for the four taxable years following the year during which qualification is
lost. The additional tax would reduce significantly our net income and the cash available for distributions to
shareholders.

We are subject to certain distribution requirements that may result in our having to borrow funds at unfavorable rates.

To obtain the favorable tax treatment associated with being a REIT, we are required, among other things, to
distribute to our shareholders at least 90% of our ordinary taxable income (subject to certain adjustments) each year.
To the extent that we satisfy the distribution requirement, but distribute less than 100% of our taxable income, we are
subject to Federal corporate income tax on our undistributed taxable income. In addition, we are subject to a 4%
nondeductible excise tax on the amount, if any, by which certain distributions paid by us with respect to any calendar
year are less than the sum of 85% of our ordinary income, 95% of our capital gain net income and 100% of our
undistributed income from prior years.

As a result of differences in timing between the receipt of income and the payment of expenses, and the inclusion of
such income and the deduction of such expenses in arriving at taxable income, and the effect of nondeductible capital
expenditures, the creation of reserves and the timing of required debt service (including amortization) payments, we
may need to borrow funds on a short-term basis in order to make the distributions to our shareholders necessary to
retain the tax benefits associated with qualifying as a REIT, even if we believe that then prevailing market conditions
are not generally favorable for such borrowings. Such borrowings could reduce our net income and the cash available
for distributions to our shareholders.

Compliance with REIT requirements may hinder our ability to maximize profits.

In order to qualify as a REIT for Federal income tax purposes, we must continually satisfy tests concerning among
other things, our sources of income, the amounts we distribute to our shareholders and the ownership of securities. We
may also be required to make distributions to shareholders at disadvantageous times or when we do not have funds
readily available for distribution. Accordingly, compliance with REIT requirements may hinder our ability to operate
solely on the basis of maximizing profits.

In order to qualify as a REIT, we must also ensure that at the end of each calendar quarter at least 75% of the value of
our assets consists of cash, cash items, government securities and qualified REIT real estate assets. The remainder of
our investment in securities cannot include more than 10% of the outstanding voting securities of any one issuer or
more than 10% of the total value of the outstanding securities of such issuer. In addition, no more than 5% of the
value of our assets can consist of the securities of any one issuer, other than a qualified REIT security. If we fail to
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comply with these requirements, we must dispose of the portion of our assets in excess of such amounts within 30
days after the end of the calendar quarter in order to avoid losing our REIT status and suffering adverse tax
consequences. This requirement could cause us to dispose of assets for consideration of less than their true value and
could lead to a material adverse impact on our results of operations and financial condition.
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We cannot assure you of our ability to pay dividends in the future.

We intend to make distributions to our shareholders in amounts such that all or substantially all of our taxable income
in each year, subject to certain adjustments, is distributed within the time frames prescribed by the Internal Revenue
Code of 1986, as amended, with respect to REITs. This, along with other factors, should enable us to qualify for the
tax benefits accorded to a REIT under the Code. We have not established a minimum dividend payment level and our
ability to pay dividends is adversely affected by the risk factors described in this Annual Report on Form 10-K. All
distributions are made at the discretion of our board of trustees and will depend on our earnings, taxable income,
financial condition, maintenance of our REIT status and such other factors as our board of trustees may deem relevant
from time to time. Our board of trustees suspended the payment of dividends on our common shares commencing
with the next dividend payment date, the first business day of January, 2009. Since we will likely report a tax loss for
the year ended December 31, 2008, no distributions are likely to be required in 2009 for us to retain our REIT

status. In view of the problems facing the real estate industry and the Trust at the present time, and the need to
preserve capital, the board considered it prudent to suspend the payment of dividends. Our board of trustees will
review the dividend policy at each regularly scheduled quarterly board meeting.

Item 1B. Unresolved Staff Comments.

None.
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Executive Officers of Registrant

Set forth below is a list of our executive officers whose terms will expire at our 2009 annual Board of Trustees’

meeting. The business history of officers who are also Trustees will be provided in our proxy statement to be filed
pursuant to Regulation 14A not later than January 28, 2009.

*

Name

Fredric H. Gould*

Jeffrey A. Gould*

Mitchell K. Gould
Matthew J. Gould*

Simeon Brinberg**

David W. Kalish
Israel Rosenzweig

Mark H. Lundy**

George E. Zweier

Lonnie Halpern

Office

Chairman of the Board of Trustees

President and Chief Executive Officer; Trustee
Executive Vice President

Senior Vice President; Trustee

Senior Vice President; Senior Counsel; and
Secretary

Senior Vice President, Finance
Senior Vice President

Senior Vice President, General Counsel; and
Assistant Secretary

Vice President, Chief Financial Officer

Vice President

Fredric H. Gould is the father of Jeffrey A. and Matthew J. Gould.

** Simeon Brinberg is the father-in-law of Mark H. Lundy.

Mitchell K. Gould (age 36), employed by us since May 1998, has been a Vice President since March 1999 and

Executive Vice President since March 2007. From January 1998 until May 1998, Mr. Gould was employed by Bear

Stearns Companies, Inc. where he was engaged in originating and underwriting commercial real estate loans for
securitization.

Simeon Brinberg (age 74) has been our Secretary since 1983, a Senior Vice President since 1988, and Senior Counsel
since March 2006. Mr. Brinberg has been a Vice President of Georgetown Partners, Inc., the managing general
partner of Gould Investors L.P., since October 1988. Gould Investors L.P. is primarily engaged in the ownership and

operation of real estate properties held for investment. Since June 1989, Mr. Brinberg has been a Vice President of

One Liberty Properties, Inc. (currently a Senior Vice President), a REIT engaged in the ownership of income
producing real properties leased to tenants under long term leases. Mr. Brinberg is a member of the New York Bar and
was engaged in the private practice of law for approximately 30 years prior to 1988.

David W. Kalish (age 61) has been our Senior Vice President, Finance since August 1998. Mr. Kalish was our Vice

President and Chief Financial Officer from June 1990 until August 1998. He has been Chief Financial Officer of One
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Liberty Properties, Inc. and Georgetown Partners, Inc. since June 1990. For more than five years prior to June 1990,
Mr. Kalish, a certified public accountant, was a partner of Buchbinder Tunick & Company LLP and its predecessors.

Israel Rosenzweig (age 61) has been a Senior Vice President since April 1998. Mr. Rosenzweig has been a Vice
President of Georgetown Partners, Inc. since May 1997 and since 2000 has been President of GP Partners, Inc., an
affiliate of Gould Investors L.P. which is engaged in providing advisory services in the real estate and financial
services industries to an investment advisor. He also has been a Senior Vice President of One Liberty Properties, Inc.
since May 1997.
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Mark H. Lundy (age 46) has been our General Counsel and Assistant Secretary since March 2007 and a Senior Vice
President since March 2005. Prior to March 2005 and from 1993 he was a Vice President. He has been the Secretary
of One Liberty Properties, Inc. since June 1993 and he also serves as a Senior Vice President of One Liberty
Properties, Inc. Mr. Lundy has been a Vice President of Georgetown Partners, Inc. (currently Senior Vice President)
since July 1990. He is a member of the bars of New York and Washington, D.C.

George E. Zweier (age 44) has been employed by us since June 1998 and was elected Vice President, Chief Financial
Officer in August 1998. For approximately five years prior to joining us, Mr. Zweier, a certified public accountant,
was an accounting officer with the Bank of Tokyo--Mitsubishi Limited in its New York office.

Lonnie Halpern (age 33) has been employed by us since August 2005 and was elected a Vice President in March
2007. Mr. Halpern is a member of the bars of New York and Massachusetts, and was an associate at Goodwin Procter
LLP, New York, N.Y. from September 2001 to March 2004 and Hogan & Hartson LLP, New York, N.Y. from April
2004 to July 2005.

Item 2. Properties.

Our executive offices are located at 60 Cutter Mill Road, Great Neck, New York, where we currently occupy
approximately 12,000 square feet with Gould Investors L.P., REIT Management Corp., One Liberty Properties, Inc.
and other related entities. The building in which our executive offices are located is owned by a subsidiary of Gould
Investors L.P. For the year ended September 30, 2008, we contributed $88,000 to the annual rent of $432,000 paid by
Gould Investors L.P., REIT Management Corp., One Liberty Properties, Inc., and related entities. We also lease,
under a direct lease with the Gould Investors L.P. subsidiary, an additional 1,800 square feet directly adjacent to the
12,000 square feet at an annual rental of $58,000.

At September 30, 2008, we did not own any single real property asset with a book value equal to or greater than 5% of
our total assets. At September 30, 2008, we owned 14 properties (including real estate properties held for sale), with
an aggregate book value of $77,012,000 (after taking into account provisions for loan losses and impairment charges),
of which 13 properties were acquired in foreclosure or deed in lieu of foreclosure. Reference is made to the caption
“Our Real Estate Assets” in Item 1 of the Annual Report on Form 10-K for a schedule of the principal real property
assets acquired by us in foreclosure or deed in lieu of foreclosure and owned at September 30, 2008.

Item 3. Legal Proceedings.

None.

Item 4. Submission of Matters to a Vote of Security Holders.

None.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

Our common shares of beneficial interest, or Beneficial Shares, are listed on the New York Stock Exchange, or the
NYSE, under the symbol “BRT.” The following table shows for the periods indicated, the high and low sales prices of
the Beneficial Shares on the NYSE as reported on the Composite Tape and the per share dividend declared in the
periods indicated:

Dividend
Fiscal Year Ended September 30 , High Low Per Share
2008
First Quarter $ 1820 $ 1440 $ .62
Second Quarter 16.50 10.89 .62
Third Quarter 16.37 10.39 .62
Fourth Quarter 12.98 6.65 1.33*

* Includes a special dividend of $.71 per share declared on September 8, 2008 and paid on October 2, 2008 with the
regular $.62 per share dividend.

Dividend
Fiscal Year Ended September 30 , High Low Per Share
2007
First Quarter $ 3125 % 27.06 $ 58
Second Quarter 32.00 27.65 .62
Third Quarter 31.63 25.72 .62
Fourth Quarter 26.22 15.25 .62

On December 9, 2008, the high and low sales prices of our Beneficial Shares on the NYSE was 3.29 and 2.80,
respectively.

As of December 9, 2008, there were approximately 1,330 holders of record of our Beneficial Shares and
approximately 6,350 shareholders.

We qualify as a REIT for Federal income tax purposes. In order to maintain that status, we are required to distribute to
our shareholders at least 90% of our annual ordinary taxable income. The amount and timing of future cash
distributions will be at the discretion of our Board of Trustees and will depend upon our financial condition, earnings,
taxable income, business plan, cash flow and other factors. Provided we are not in default of the affirmative and
negative covenants contained in our revolving credit facility with Capital One Bank, VNB New York Corp., Signature
Bank, and Manufacturers and Traders Trust Company, the credit facility does not preclude the payment by us of the
cash distributions necessary to maintain our status as a REIT for Federal income tax purposes.

Stock Performance Graph

This graph compares the performance of our shares with the Standard & Poor's 500 Stock Index and a peer group
index consisting of publicly traded mortgage REITS. The graph assumes $100 invested on September 30, 2003 and
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assumes the reinvestment of dividends.
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9/03

100.00
100.00
100.00

(www.researchdatagroup.com/S&P.htm)
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9/04

122.48
113.87
129.04

9/05

143.50
127.82
108.24

9/06

188.84
141.62
120.62

9/07

126.57
164.90
74.04

9/08

77.74
128.66
51.22
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Equity Compensation Plan Information

The table below provides information as of September 30, 2008 with respect to our Beneficial Shares that may be
issued under the BRT Realty Trust 1996 Stock Option Plan and the BRT Realty Trust 2003 Incentive Plan:

Equity compensation plans approved by security holders
Equity compensation plans not approved by security
holders

Total

Number of
Securities
to be issued
upon exercise
of outstanding
options,
warrants and
Rights
(a)
22,500 (1)

22,500 (1)

Weighted-
Average
exercise price
of outstanding
options, warrants
and rights
(b)

$  9.07

$  9.07

Number of
securities
remaining
available-for
future
issuance under
equity
compensation
Plans - excluding
securities
reflected in
column (a)
(©)
118,660

118,660

(1)Does not include 197,540 shares of restricted stock issued to officers, directors, employees and consultants. None
of these restricted shares vest until 2009, unless vesting is accelerated by our Compensation Committee and Board

of Trustees under special circumstances.
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Purchase of Securities

On March 10, 2008, our board of trustees authorized a program for us to repurchase up to 1,000,000 of our common
shares in the open market from time to time. Set forth below is a table which provides the purchases we made in the
fourth quarter of Fiscal 2008:

Issuer Purchases of Equity Securities

Maximum Number
(or Approximate
Total Number of Dollar Value) of
Shares (or Units) Shares (or Units)
Purchased as Partthat May Yet Be
Total Number of Average Price of Publicly Purchased Under
Shares (or Units Paid per Share Announced Plansthe Plans or

Period Purchased) (or Unit) or Programs Programs

July 1, 2008- 67,334 932,666
July 31, 2008 67,334 shs. $11.41 shs. shs.
August 1, 2008 - 932,666
August 31, 2008 - - - shs.
September 1, 2008 - 932,666
September 30, 2008 - - - shs.
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Item 6. Selected Financial Information.

The following table, not covered by the report of the independent registered public accounting firm, sets forth selected
historical financial data for each of the fiscal periods in the five years ended September 30, 2008. This table should be
read in conjunction with the detailed information and financial statements appearing elsewhere herein.

Operating statement data

Total revenues

Total expenses (1) (2)

Gain on sale of available-for-sale securities

Income from continuing operations

(Loss) income from discontinued
operations (3)

Net (loss) income

(Loss) income per beneficial share:
Income from continuing opera