One International Boulevard
Mahwah, NJ 07495

tel 888-808-REIT

fax 201-529-6071

January 14, 2008

Dear Shareholder:

Enclosed is the financial report for your Lightstone REIT’s first nine months of 2007. Cash
flow from operations about tripled and operating income increased six fold versus the same
months in the prior year. While we would like to take credit, this growth is to be expected
during the time your REIT is raising money and making acquisitions. More noteworthy, really,
is that cash flow from operations during the most recent period comfortably exceeded the
dividends that were paid (at a 7% annualized rate) during the most recent period.

The current environment is offering us some good opportunities, and also enclosed are
summaries of two new investments made by your Lightstone Value Plus REIT. The mortgage
used in acquiring the apartments is fixed at 5.44%. They are cash flowing nicely now, and we
see ways to increase the rents. The hotels, as the price suggests, had low occupancies and were
distressed; so your REIT has plugged them into the reservation and management system operated
by Lightstone’s Extended Stay America hotel group. While every property is different, when
Extended Stay acquired similar hotels in 2006, in the same market, improved operating results
came in just seven months.

We think the current credit crunch helped us buy these properties at cheap prices. Certainly their
acquisition is consistent with the investing Lightstone has done historically. If and when these
properties are in peak form - fully occupied and generating top rents - we will look to sell or re-
finance them.

The current profitability of commercial real estate could hardly be in greater contrast to the state
of affairs with single-family houses. Compared with a default rate of 20% for subprime, or high-
risk, home loans, the default rate for commercial mortgage-backed securities is less than one half
of one percent. New building has been limited and rents for commercial properties in many
markets are continuing to rise.

That said, the existing home loan problems are making banks and other lenders reluctant or
unable to provide new loans for anything connected to real estate, or perhaps for anything at all.






