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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities to be Registered
Amount
to be
Registered(1)(2)

Proposed
Maximum
Offering
Price
Per
Unit(1)(2)

Proposed
Maximum
Aggregate
Offering
Price(1)(2)

Amount
of
Registration
Fee(3)

Debt Securities, Common Stock, Preferred Stock, Warrants,
Stockholder Rights, Units(4)

Trust Preferred Securities
Guarantees of Trust Preferred Securities
Total

(1) Omitted pursuant to Form S-3 General Instruction II.E.

(2)

An unspecified number of the securities of each identified class of securities is being registered for possible
issuance from time to time at indeterminate prices. Separate consideration may or may not be received for
securities that are issuable on exercise, conversion or exchange of other securities or that are issued in units. In
accordance with Rules 456(b) and 457(r) under the Securities Act, we are deferring payment of all applicable
registration fees.

(3) Deferred in reliance upon Rule 456(b) and Rule 457(r).

(4)
Debt Securities may be issued and sold to Redwood Capital Trust II, in which event such debt securities may later
be distributed to the holders of trust preferred securities upon a dissolution of Redwood Capital Trust II and the
distribution of its assets.
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PROSPECTUS

Redwood Trust, Inc.
Debt Securities
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Warrants
Stockholder Rights

Units

Redwood Capital Trust II
Trust Preferred Securities

fully and unconditionally guaranteed by
Redwood Trust, Inc.

We may from time to time offer, in one or more classes or series, separately or together, and in amounts, at prices and
on terms to be set forth in one or more supplements to this prospectus, the following securities:

� debt securities, which may consist of debentures, notes, or other types of debt;
� shares of our common stock;
� shares of our preferred stock;

� warrants to purchase shares of our common stock or preferred stock;

�
rights issuable to our stockholders to purchase shares of our common stock or preferred stock, to purchase warrants
exercisable for shares of our common stock or preferred stock, or to purchase units consisting of two or more of the
foregoing;

� trust preferred securities; and
� units consisting of two or more of the foregoing.

We refer to the debt securities, common stock, preferred stock, warrants, rights, trust preferred securities and units
registered hereunder collectively as the �securities� in this prospectus. The specific terms of each series or class of the

securities will be set forth in the applicable prospectus supplement and will include, where applicable:

�

in the case of debt securities, the specific title, aggregate principal amount, currency, form (which may be certificated
or global), authorized denominations, maturity, rate (or manner of calculating the rate) and time of payment of
interest, terms for redemption at our option or repayment at the holder�s option, terms for sinking payments, terms for
conversion into shares of our common stock or preferred stock, covenants, and any initial public offering price;
�in the case of preferred stock, the specific designation, preferences, conversion and other rights, voting powers,
restrictions, limitations as to transferability, dividends and other distributions, and terms and conditions of redemption
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and any initial public offering price;
� in the case of warrants or rights, the duration, offering price, exercise price, and detachability;

�

in the case of trust preferred securities, the designation, annual distribution rate, distribution payment dates, whether
distributions will be cumulative and compounding, amounts paid out of assets of the trust to holders upon dissolution,
any repurchase, redemption or exchange provisions, any preference or subordination rights upon a default or
liquidation, any voting rights, terms for any conversion or exchange, and any rights to defer distributions; and

� in the case of units, the constituent securities comprising the units, the offering price, and detachability.
In addition, the specific terms may include limitations on actual or constructive ownership and restrictions on transfer
of the securities, in each case as may be appropriate, among other purposes, to preserve the status of our company as a
real estate investment trust, or REIT, for federal income tax purposes. The applicable prospectus supplement will also
contain information, where applicable, about certain United States federal income tax consequences relating to, and
any listing on a securities exchange of, the securities covered by such prospectus supplement. You should read this

prospectus and any prospectus supplement carefully before you invest in any of our securities.

The securities may be offered directly by us or by any selling security holder, through agents designated from time to
time by us or to or through underwriters or dealers. If any agents, dealers, or underwriters are involved in the sale of

any of the securities, their names, and any applicable purchase price, fee, commission, or discount arrangement
between or among them will be set forth, or will be calculable from the information set forth, in the applicable

prospectus supplement. See the sections entitled �Plan of Distribution� and �About This Prospectus� for more information.
No securities may be sold without delivery of this prospectus and the applicable prospectus supplement describing the

method and terms of the offering of such series of securities.

Our common stock currently trades on the New York Stock Exchange, or NYSE, under the symbol �RWT�. On May 9,
2016, the last reported sale price of our common stock was $13.12 per share.

Investing in the securities involves risk. See �Risk Factors� beginning on page 3.

This prospectus may not be used to offer or sell any securities unless accompanied by a prospectus supplement.

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

the contrary is a criminal offense.

The date of this prospectus is May 10, 2016.
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You should rely only on the information contained or incorporated by reference in this prospectus and any
accompanying prospectus supplement. We have not authorized anyone else to provide you with different or
additional information. We are offering to sell the securities and seeking offers to buy the securities only in

jurisdictions where offers and sales are permitted.

We have not authorized any dealer or other person to give any information or to make any representation
other than those contained or incorporated by reference in this prospectus and any accompanying supplement
to this prospectus. You must not rely upon any information or representation not contained or incorporated by

reference in this prospectus or any accompanying supplement to this prospectus. This prospectus and any
accompanying supplement to this prospectus do not constitute an offer to sell or the solicitation of an offer to

buy any securities other than the registered securities to which they relate, nor do this prospectus and any
accompanying supplement to this prospectus constitute an offer to sell or the solicitation of an offer to buy
securities in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in such

jurisdiction. You should not assume that the information contained in this prospectus and any accompanying
supplement to this prospectus is accurate on any date subsequent to the date set forth on the front of the

document or that any information we have incorporated by reference is correct on any date subsequent to the
date of the document incorporated by reference, even though this prospectus and any accompanying

supplement to this prospectus is delivered or securities are sold on a later date.
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ABOUT THIS PROSPECTUS
This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC,

using a �shelf� registration process. Under this shelf registration process, we may sell the securities described in this
prospectus in one or more offerings. This prospectus sets forth certain terms of the securities that we may offer.

Each time we offer securities, we will attach a prospectus supplement to this prospectus. The prospectus supplement
will contain the specific description of the terms of the offering. The prospectus supplement will supersede this

prospectus to the extent it contains information that is different from, or that conflicts with, the information contained
in this prospectus.

It is important for you to read and consider all information contained in this prospectus and the applicable prospectus
supplement, including the information incorporated by reference herein and therein, in making your investment

decision. You should also read and consider the information contained in the documents identified under the heading
�Where You Can Find More Information� in this prospectus.

We have not included separate financial statements of Redwood Capital Trust II, a special purpose entity, in this
prospectus. We do not consider that such financial statements are material to holders of the trust preferred securities

because:

� the trust has no operating history or independent operations; and

�the trust is not engaged in, nor will it engage in, any activity other than issuing trust preferred and trust common
securities, investing in and holding our debt securities and engaging in related activities.

Furthermore, the combination of our obligations under the debt securities, the associated indentures, the trust
agreement and the guarantees provide a full, irrevocable and unconditional guarantee of payments of distributions and
other amounts due on the trust preferred securities. In addition, we do not expect that Redwood Capital Trust II will

file reports with the SEC under the Securities Exchange Act of 1934.

Unless otherwise indicated or unless the context requires otherwise, all references in this prospectus to �we,� �us,� �our� or
�Redwood� mean Redwood Trust, Inc. and our consolidated subsidiaries, except where it is made clear that the terms

mean Redwood Trust, Inc. only.

Redwood Capital Trust II was formed solely for the purpose of issuing trust preferred securities and has no operating
history or independent operations. Redwood Capital Trust II was created under the Delaware Statutory Trust Act and
will be governed by a trust agreement (as it may be amended and restated from time to time) among the trustees of
Redwood Capital Trust II and us. The trust agreement will be qualified under the Trust Indenture Act of 1939, as

amended.

When Redwood Capital Trust II issues its trust preferred securities, the holders of the trust preferred securities will
own all of the issued and outstanding trust preferred securities of Redwood Capital Trust II. We will acquire all of the

issued and outstanding trust common securities of Redwood Capital Trust II, representing an undivided beneficial
interest in the assets of Redwood Capital Trust II of at least 3%.

Redwood Capital Trust II exists primarily for the purpose of:

� issuing its trust preferred and trust common securities;
� investing the proceeds from the sale of its securities in our debt securities; and
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�engaging in only such other activities as are necessary or incidental to issuing its securities and purchasing and
holding our debt securities.
When Redwood Capital Trust II issues its trust preferred securities, the number of trustees of Redwood Capital Trust
II will initially be four. Two of the trustees will be individuals who are officers or employees of Redwood. The third

trustee will be Wells Fargo Bank, N.A., which will serve as the property trustee under the trust agreement for purposes
of the Trust Indenture Act of 1939, as amended. The fourth trustee will be Wells Fargo Delaware Trust Company,

N.A., which has its principal place of business in the State of Delaware.

1
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Wells Fargo Bank, N.A., acting in its capacity as guarantee trustee, will hold for your benefit a trust preferred
securities guarantee, which will be separately qualified under the Trust Indenture Act of 1939, as amended.

Unless otherwise provided in the applicable prospectus supplement, because we will own all of the trust common
securities of Redwood Capital Trust II, we will have the exclusive right to appoint, remove or replace trustees and to
increase or decrease the number of trustees. In most cases, there will be at least four trustees. The term of Redwood

Capital Trust II�s amended and restated trust agreement will be described in the applicable prospectus supplement, but
may dissolve earlier as provided in the trust agreement.

The rights of holders of the trust preferred securities of Redwood Capital Trust II, including economic rights, rights to
information and voting rights and the duties and obligations of the trustees of Redwood Capital Trust II, will be

contained in and governed by the trust agreement of Redwood Capital Trust II (as it may be amended and restated
from time to time), the Delaware Statutory Trust Act and the Trust Indenture Act of 1939.

Our principal executive offices are located at One Belvedere Place, Suite 300, Mill Valley, California 94941; our
telephone number is (415) 389-7373.

2
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RISK FACTORS
You should carefully consider any specific risks set forth under the caption �Risk Factors� in the applicable prospectus

supplement and under the caption �Risk Factors� in our most recent annual report on Form 10-K and subsequent
quarterly reports on Form 10-Q, incorporated into this prospectus by reference, as updated by our subsequent filings
under the Securities Exchange Act of 1934, as amended, or the Exchange Act. You should consider carefully those

risk factors together with all of the other information included and incorporated by reference in this prospectus before
you decide to purchase our securities. The occurrence of any of these risks might cause you to lose all or part of your

investment in the offered securities.

3
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CAUTIONARY STATEMENT
This prospectus and the documents incorporated by reference herein contain forward-looking statements within the
safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements involve

numerous risks and uncertainties. Our actual results may differ from our beliefs, expectations, estimates, and
projections and, consequently, you should not rely on these forward-looking statements as predictions of future

events. Forward-looking statements are not historical in nature and can be identified by words such as �anticipate,�
�estimate,� �will,� �should,� �expect,� �believe,� �intend,� �seek,� �plan,� and similar expressions or their negative forms, or by

references to strategy, plans, or intentions. These forward-looking statements are subject to risks and uncertainties,
including, among other things, those described in this prospectus and any accompanying prospectus supplement under
the caption �Risk Factors.� Other risks, uncertainties, and factors that could cause actual results to differ materially from

those projected are summarized below and described from time to time in reports we file with the SEC, including
under the heading �Risk Factors� in our most recent annual report on Form 10-K and subsequent quarterly reports on
Form 10-Q and current reports on Form 8-K. We undertake no obligation to update or revise any forward-looking

statements, whether as a result of new information, future events, or otherwise.

Important factors, among others, that may affect our actual results include: interest rate volatility, changes in credit
spreads, and changes in liquidity in the market for real estate securities and loans; changes in the demand from

investors for residential mortgages and investments, and our ability to distribute an increased volume of residential
mortgages through our whole-loan distribution channel; our ability to finance our investments in securities and our

acquisition of residential mortgages with short-term debt; the availability of assets for purchase at attractive
risk-adjusted returns and our ability to reinvest cash and the proceeds from the potential sale of securities and

investments we hold; changes in the values of assets we own; higher than expected operating expenses due to delays
or decreases in the realization of expected operating expense reductions related to the repositioning of our conforming

mortgage banking activities and commercial loan origination activities, and other unforeseen expenses; general
economic trends, the performance of the housing, commercial real estate, mortgage, credit, and broader financial

markets, and their effects on the prices of earning assets and the credit status of borrowers; federal and state legislative
and regulatory developments, and the actions of governmental authorities, including those affecting the mortgage

industry or our business (including, but not limited to, the Federal Housing Finance Agency�s rules relating to FHLB
membership requirements and the implications for our captive insurance subsidiary�s membership in the FHLB);

developments related to the fixed income and mortgage finance markets and the Federal Reserve�s statements
regarding its future open market activity and monetary policy; our exposure to credit risk and the timing of credit

losses within our portfolio; the concentration of the credit risks we are exposed to, including due to the structure of
assets we hold and the geographical concentration of real estate underlying assets we own; our exposure to

adjustable-rate mortgage loans; the efficacy and expense of our efforts to manage or hedge credit risk, interest rate
risk, and other financial and operational risks; changes in credit ratings on assets we own and changes in the rating

agencies� credit rating methodologies; changes in interest rates; changes in mortgage prepayment rates; the ability of
counterparties to satisfy their obligations to us; our involvement in securitization transactions, the profitability of those

transactions, and the risks we are exposed to in engaging in securitization transactions; exposure to claims and
litigation, including litigation arising from our involvement in securitization transactions; whether we have sufficient

liquid assets to meet short-term needs; our ability to successfully compete and retain or attract key personnel; our
ability to adapt our business model and strategies to changing circumstances; changes in our investment, financing,
and hedging strategies and new risks we may be exposed to if we expand our business activities; our exposure to a

disruption or breach of the security of our technology infrastructure and systems; exposure to environmental
liabilities; our failure to comply with applicable laws and regulations; our failure to maintain appropriate internal

controls over financial reporting and disclosure controls and procedures; the impact on our reputation that could result
from our actions or omissions or from those of others; changes in accounting principles and tax rules; our ability to
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maintain our status as a REIT for tax purposes; limitations imposed on our business due to our REIT status and our
status as exempt from registration under the Investment Company Act of 1940; decisions about raising, managing, and

distributing capital; and other factors not presently identified.

4
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REDWOOD TRUST, INC.
Redwood Trust, Inc., together with its subsidiaries, focuses on investing in mortgage- and other real estate-related

assets and engaging in mortgage banking activities. We seek to invest in real estate-related assets that have the
potential to generate attractive cash flow returns over time and to generate income through our mortgage banking

activities. During 2015, we operated our business in three segments: residential mortgage banking, residential
investments, and commercial mortgage banking and investments. Redwood Trust, Inc. has elected to be taxed as a real

estate investment trust (�REIT�) under the Internal Revenue Code of 1986, as amended (the �Internal Revenue Code�),
beginning with its taxable year ended December 31, 1994. We generally refer, collectively, to Redwood Trust, Inc.

and those of its subsidiaries that are not subject to subsidiary-level corporate income tax as �the REIT� or �our REIT.� We
generally refer to subsidiaries of Redwood Trust, Inc. that are subject to subsidiary-level corporate income tax as �our
operating subsidiaries� or �our taxable REIT subsidiaries� or �TRS.� Our mortgage banking activities and investments in

mortgage servicing rights (�MSRs�) are generally carried out through our taxable REIT subsidiaries, while our portfolio
of mortgage- and other real estate-related investments is primarily held at our REIT. We generally intend to retain

profits generated and taxed at our taxable REIT subsidiaries, and to distribute as dividends at least 90% of the taxable
income we generate at our REIT.

Our residential mortgage banking segment primarily consists of operating a mortgage loan conduit that acquires
residential loans from third-party originators for subsequent sale, securitization, or transfer to our investment portfolio.

We typically acquire prime, jumbo mortgages and the related mortgage servicing rights on a flow basis from our
network of loan sellers and distribute those loans through our Sequoia private-label securitization program or to
institutions that acquire pools of whole loans. We occasionally supplement our flow purchases with bulk loan

acquisitions. This segment also includes various derivative financial instruments and interest only securities retained
from our Sequoia securitizations that we utilize to manage certain risks associated with residential loans we acquire.
During 2015, we also acquired conforming loans (defined as loans eligible for sale to Fannie Mae and Freddie Mac

(the �Agencies�)) and the related servicing rights on a flow basis from our seller network. Conforming loans we
acquired were generally sold to the Agencies. During the first quarter of 2016, as part of our ongoing evaluation of the

efficiency and profitability of our businesses, we announced plans to restructure our conforming loan operations by
discontinuing the acquisition and aggregation of conforming loans for resale to the Agencies, and instead focus on
direct conforming-related investments in mortgage servicing rights and risk-sharing transactions. Our residential
mortgage banking segment�s main source of revenue is income from mortgage banking activities, which includes

valuation increases (or gains) on the sale or securitization of loans, and from hedges used to manage risks associated
with these activities. Additionally, this segment may generate interest income on loans held pending securitization or
sale. Funding expenses, direct operating expenses, and tax expenses associated with these activities are also included

in this segment.

Our residential investments segment includes a portfolio of investments in residential mortgage-backed securities
retained from our Sequoia securitizations, as well as residential mortgage-backed securities issued by third parties. In
addition, this segment includes a subsidiary of Redwood Trust that is a member of the Federal Home Loan Bank of
Chicago (�FHLBC�) and that utilizes attractive long-term financing from the FHLBC to make long-term investments

directly in residential mortgage loans. Finally, this segment invests in MSRs associated with residential loans we have
sold or securitized, as well as MSRs that we purchased from third parties. The residential investments segment�s main
sources of revenue are interest income from investment portfolio securities and residential loans held-for-investment,
as well as MSR income. Additionally, this segment may realize gains upon the sale of securities. Funding expenses,
hedging expenses, direct operating expenses, and tax provisions associated with these activities are also included in

this segment.
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During 2015, our commercial mortgage banking and investments segment consisted primarily of a mortgage loan
conduit that originated senior commercial loans for subsequent sale to third-party CMBS sponsors or other investors.
In addition to senior loans, during 2015 we offered complementary forms of commercial real estate financing directly
to borrowers that included mezzanine loans, subordinate mortgage loans, and other financing solutions. We typically
have held the mezzanine and other subordinate loans we originated in our commercial investment portfolio. During
the first quarter of 2016, as part of our ongoing evaluation of the efficiency and profitability of our businesses, we

announced plans to reposition our

5
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commercial business to focus solely on investing activities and discontinue commercial loan originations. During
2015, this segment�s main sources of revenue were mortgage banking income, which included valuation increases (or

gains) on the sale of senior commercial loans and associated hedges, and net interest income from mezzanine or
subordinate loans held in our investment portfolio. Funding expenses, direct operating expenses, and tax expenses

associated with these activities are also included in this segment.

Throughout our history we have sponsored or managed other investment entities, including a private limited
partnership fund that we managed, the Redwood Opportunity Fund, LP (the �Fund�), as well as Acacia securitization
entities, certain of which we continue to manage. The Fund was primarily invested in residential securities and the
Acacia entities are primarily invested in a variety of real estate-related assets. During the third quarter of 2011, we

engaged in a transaction in which we resecuritized a pool of senior residential securities (the �Residential
Resecuritization�) primarily for the purpose of obtaining permanent non-recourse financing on a portion of the

residential securities we hold in our investment portfolio at the REIT. Similarly, during the fourth quarter of 2012, we
engaged in a transaction in which we securitized a pool of commercial loans (the �Commercial Securitization�)

primarily for the purpose of obtaining permanent non-recourse financing on a portion of the commercial loans we
hold.

Our primary sources of income are net interest income from our investment portfolios and non-interest income from
our mortgage banking activities. Net interest income consists of the interest income we earn on investments less the

interest expense we incur on borrowed funds and other liabilities. Income from mortgage banking activities consists of
the profit we seek to generate through the acquisition of loans and their subsequent sale or securitization.

We were incorporated in the State of Maryland on April 11, 1994, and commenced operations on August 19, 1994.
Our principal executive offices are located at One Belvedere Place, Suite 300, Mill Valley, California 94941. Our

telephone number is (415) 389-7373. Our website is www.redwoodtrust.com. Information contained in or that can be
accessed through our website is not part of, and is not incorporated into, this prospectus or any accompanying

prospectus supplement.

6
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USE OF PROCEEDS
Unless otherwise specified in the applicable prospectus supplement for any offering of securities, we intend to use the

net proceeds from the sale of securities to fund our business and investment activity, which may include funding
purchases of residential mortgage loans, funding the origination of commercial loans and acquiring mortgage-backed

securities for our investment portfolio, as well as for other general corporate purposes.

ACCOUNTING TREATMENT RELATING TO TRUST
PREFERRED SECURITIES

The financial statements of Redwood Capital Trust II will be consolidated with our financial statements. Following
the issuance of trust preferred securities by Redwood Capital Trust II, our financial statements will include a footnote

that discloses, among other things, that the assets of the trust consist of our debt securities and will specify the
designation, principal amount, interest rate and maturity date of the debt securities.

RATIOS OF EARNINGS TO FIXED CHARGES AND
EARNINGS TO FIXED CHARGES AND PREFERRED

STOCK DIVIDENDS
Our ratio of earnings to fixed charges and ratio of earnings to fixed charges and preferred stock dividends for the three

months ended March 31, 2016 and each of the previous five years ended December 31 were as follows:

Three
Months
Ended
March 31,
2016

Year Ended December 31,

2015 2014 2013 2012 2011

Ratio of earnings to fixed charges 1.7x 2.40x 2.65x 3.90x 2.20x 1.26x
Ratio of earnings to fixed charges and preferred
stock dividends 1.7x 2.40x 2.65x 3.90x 2.20x 1.26x

The ratio of earnings to fixed charges represents the number of times �fixed charges� are covered by �earnings.� �Fixed
charges� consist of interest on outstanding long-term debt and asset backed securities issued, as well as associated

amortization of debt discount and deferred issuance costs. The proportion deemed representative of the interest factor
of operating lease expense has not been deducted as the total operating lease expense in itself was de minimis and did
not affect the ratios in a material way. �Earnings� consist of consolidated income before income taxes and fixed charges.

7
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GENERAL DESCRIPTION OF SECURITIES
The following is a brief description of the material terms of our securities that may be offered under this prospectus.
This description does not purport to be complete and is subject in all respects to applicable Maryland law and to the
provisions of our charter and bylaws, including any amendments or supplements thereto, copies of which are on file

with the SEC as described under �Where You Can Find Information� and are incorporated by reference herein.

We, directly or through agents, dealers, or underwriters designated from time to time, may offer, issue, and sell,
together or separately:

� debt securities, which may consist of debentures, notes, or other types of debt;
� shares of our common stock;
� shares of our preferred stock;

� warrants to purchase shares of our common stock or preferred stock;

�
rights issuable to our stockholders to purchase shares of our common stock or preferred stock, to purchase warrants
exercisable for shares of our common stock or preferred stock, or to purchase units consisting of two or more of the
foregoing;

� trust preferred securities; and
� units consisting of two or more of the foregoing.

We may issue the debt securities as exchangeable for or convertible into shares of common stock, preferred stock, or
other securities. The preferred stock may also be exchangeable for and/or convertible into shares of common stock,
another series of preferred stock, or other securities. The debt securities, the preferred stock, the common stock, the
warrants, the rights, the trust preferred securities and the units are collectively referred to in this prospectus as the

securities. When a particular series of securities is offered, a supplement to this prospectus will be delivered with this
prospectus, which will set forth the terms of the offering and sale of the offered securities.

Our charter provides that we have authority to issue up to 180,000,000 shares of stock, par value $0.01 per share, all
of which is currently classified as common stock. Our common stock is listed on the New York Stock Exchange, and
we intend to so list any additional shares of our common stock which are issued and sold hereunder. We may elect to

list any future class or series of our securities issued hereunder on an exchange, but we are not obligated to do so.
Under Maryland law, our stockholders generally are not liable for our debts or obligations.

8
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DESCRIPTION OF DEBT SECURITIES
The debt securities covered by this prospectus will be our debt securities issued under the Indenture, dated as of

March 6, 2013, which we refer to as the indenture, between us and Wilmington Trust, National Association, as trustee.
This prospectus, together with the applicable prospectus supplement, will describe all the material terms of a

particular series of debt securities. Unless otherwise specified in a supplement to this prospectus, the debt securities
will be our direct, unsecured obligations and will rank equally with all of our other unsecured and unsubordinated

indebtedness.

The following is a summary of the most important provisions and definitions of the indenture. The summary is not
complete. The indenture has been filed as an exhibit to the registration statement and you should read the indenture for

provisions that may be important to you. Capitalized terms used in the summary have the meaning specified in the
indenture.

In this description of debt securities, the words �we,� �us,� or �our� refer only Redwood Trust, Inc. and not to any of our
subsidiaries.

General

Debt securities may be issued in separate series without limitation as to aggregate principal amount. We may specify a
maximum aggregate principal amount for the debt securities of any series.

The prospectus supplement will set forth:

� whether the debt securities will be senior or subordinated;
� the offering price;

� the form and terms of any guarantee of any debt securities;
� the title;

� any limit on the aggregate principal amount;
� the person who shall be entitled to receive interest, if other than the record holder on the record date;

� the date the principal will be payable;
� the interest rate, if any, the date interest will accrue, the interest payment dates, and the regular record dates;

� the place where payments may be made;
� any mandatory or optional redemption provisions;

�if applicable, the method for determining how the principal, premium, if any, or interest will be calculated by
reference to an index or formula;

�
if other than U.S. currency, the currency or currency units in which principal, premium, if any, or interest will be
payable, whether we or the holder may elect payment to be made in a different currency and the manner in which the
exchange rate with respect to these payments will be determined;

�the denominations in which the debt securities will be issued, if other than denominations of $1,000 and any integral
multiple thereof;

�the form of the debt securities and whether the debt securities will be issuable, in whole or in part, as global debt
securities;

�the portion of the principal amount that will be payable upon acceleration of stated maturity, if other than the entire
principal amount;

� if the principal amount payable at stated maturity will not be determinable as of any date prior to stated
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�any defeasance provisions if different from those described below under �Satisfaction and Discharge; Defeasance�;
� any conversion or exchange provisions;

� any obligation to redeem or purchase the debt securities pursuant to a sinking fund;
� whether the debt securities will be issuable in the form of a global security;

� any subordination provisions;
� any deletions of, or changes or additions to, the events of default or covenants; and

� any other specific terms of such debt securities.
Unless otherwise specified in the prospectus supplement:

� the debt securities will be registered debt securities; and

�registered debt securities denominated in U.S. dollars will be issued in denominations of $2,000 and an integral
multiple of $1,000 thereafter.
Debt securities may be sold at a substantial discount below their stated principal amount, bearing no interest or interest

at a rate which at the time of issuance is below market rates.

Exchange and Transfer

Debt securities may be transferred or exchanged at the office of the security registrar or at the office of any transfer
agent designated by us.

We will not impose a service charge for any transfer or exchange, but we may require holders to pay any tax or other
governmental charges associated with any transfer or exchange.

In the event of any potential redemption of debt securities of any series, we will not be required to:

�
issue, register the transfer of, or exchange, any debt security of that series during a period beginning at the opening of
business 15 days before the day of mailing of a notice of redemption and ending at the close of business on the day of
the mailing; or

�register the transfer of or exchange any debt security of that series selected for redemption, in whole or in part, except
the unredeemed portion being redeemed in part.
We may initially appoint the trustee as the security registrar. Any transfer agent, in addition to the security registrar,

initially designated by us will be named in the prospectus supplement. We may designate additional transfer agents or
change transfer agents or change the office of the transfer agent. However, we will be required to maintain a transfer

agent in each place of payment for the debt securities of each series.

Global Securities

The debt securities of any series may be represented, in whole or in part, by one or more global securities. Each global
security will:

� be registered in the name of a depositary that we will identify in a prospectus supplement;
� be deposited with the depositary or nominee or custodian; and

� bear any required legends.
Each global security will be registered in the name of The Depository Trust Company, or the depositary, or a nominee

of the depositary. Except as set forth under the heading �Global Securities � Book-Entry, Delivery and Form� below,
global securities will not be issuable in certificated form.
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No global security may be exchanged in whole or in part for debt securities registered in the name of any person other
than the depositary or any nominee unless:

�the depositary has notified us that it is unwilling or unable to continue as depositary or has ceased to be qualified to
act as depositary;

� an event of default is continuing; or
� any other circumstances described in a prospectus supplement occurs.

As long as the depositary, or its nominee, is the registered owner of a global security, the depositary or nominee will
be considered the sole owner and holder of the debt securities represented by the global security for all purposes under

the indenture. Except in the above limited circumstances, owners of beneficial interests in a global security:

� will not be entitled to have the debt securities registered in their names;
� will not be entitled to physical delivery of certificated debt securities; and

� will not be considered to be holders of those debt securities under the indenture.
Payments on a global security will be made to the depositary or its nominee as the holder of the global security. Some

jurisdictions have laws that require that certain purchasers of securities take physical delivery of such securities in
definitive form. These laws may impair the ability to transfer beneficial interests in a global security.

Institutions that have accounts with the depositary or its nominee are referred to as �participants.� Ownership of
beneficial interests in a global security will be limited to participants and to persons that may hold beneficial interests

through participants. The depositary will credit, on its book-entry registration and transfer system, the respective
principal amounts of debt securities represented by the global security to the accounts of its participants.

Ownership of beneficial interests in a global security will be shown on and effected through records maintained by the
depositary, with respect to participants� interests, or any participant, with respect to interests of persons held by

participants on their behalf.

Payments, transfers, and exchanges relating to beneficial interests in a global security will be subject to policies and
procedures of the depositary.

The depositary policies and procedures may change from time to time. Neither we nor the trustee will have any
responsibility or liability for the depositary�s or any participant�s records with respect to beneficial interests in a global

security.

Payment and Paying Agent

The provisions of this paragraph will apply to the debt securities unless otherwise indicated in the prospectus
supplement. Payment of interest on a debt security on any interest payment date will be made to the person in whose

name the debt security is registered at the close of business on the regular record date. Payment on debt securities of a
particular series will be payable at the office of a paying agent or paying agents designated by us. However, at our

option, we may pay interest by mailing a check to the record holder. The corporate trust office will be designated as
our sole paying agent.

We may also name any other paying agents in the prospectus supplement. We may designate additional paying agents,
change paying agents, or change the office of any paying agent. However, we will be required to maintain a paying

agent in each place of payment for the debt securities of a particular series.
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Consolidation, Merger, and Sale of Assets

Except as otherwise set forth in the applicable prospectus supplement, we may not consolidate with or merge into any
other person in a transaction in which we are not the surviving corporation, or convey, transfer, or lease our properties

and assets substantially as an entirety to any person, unless:

� we are the surviving corporation or the successor, if any, is a U.S. corporation;
� the successor assumes our obligations on the debt securities and under the indenture;

�immediately after giving effect to the transaction, no default or event of default shall have occurred and be continuing;
and

� certain other conditions are met.
Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its

properties to us.

No Protection in the Event of a Change of Control

Unless we state otherwise in the applicable prospectus supplement, the debt securities will not contain any provisions
which may afford holders of the debt securities protection in the event we have a change in control or in the event of a

highly leveraged transaction (whether or not such transaction results in a change in control) which could adversely
affect holders of debt securities.

Covenants

We will set forth in the applicable prospectus supplement any restrictive covenants applicable to any issue of debt
securities.

Events of Default

Unless we inform you otherwise in the prospectus supplement, the indenture defines an event of default with respect
to any series of debt securities as one or more of the following events:

(1) failure to pay principal of or any premium on any debt security of that series when due;
(2) failure to pay any interest on any debt security of that series for 30 days when due;

(3) failure to deposit any sinking fund payment within 30 days of when due;

(4)failure to perform any other covenant in the indenture continued for 90 days after being given the notice required in
the indenture;

(5) our bankruptcy, insolvency, or reorganization; and
(6) any other event of default specified in the prospectus supplement.

An event of default of one series of debt securities is not necessarily an event of default for any other series of debt
securities.

If an event of default, other than an event of default described in clause (5) above, shall occur and be continuing,
either the trustee or the holders of at least 25% in aggregate principal amount of the outstanding securities of that
series may declare the principal amount of the debt securities of that series to be due and payable immediately.
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If an event of default described in clause (5) above shall occur, the principal amount of all the debt securities of that
series will automatically become immediately due and payable.

After acceleration the holders of a majority in aggregate principal amount of the outstanding securities of that series
may, under certain circumstances, rescind and annul such acceleration if all events of default, other than the

non-payment of accelerated principal, or other specified amount, have been cured or waived.

Other than the duty to act with the required care during an event of default, the trustee will not be obligated to exercise
any of its rights or powers at the request of the holders unless the holders shall have offered to the trustee reasonable

indemnity. Generally, the holders of a majority in aggregate principal amount
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of the outstanding debt securities of any series will have the right to direct the time, method, and place of conducting
any proceeding for any remedy available to the trustee or exercising any trust or power conferred on the trustee.

A holder will not have any right to institute any proceeding under the indenture, or for the appointment of a receiver
or a trustee, or for any other remedy under the indenture, unless:

(1)the holder has previously given to the trustee written notice of a continuing event of default with respect to the debt
securities of that series;

(2)the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have made
a written request and have offered reasonable indemnity to the trustee to institute the proceeding; and

(3)
the trustee has failed to institute the proceeding and has not received direction inconsistent with the original request
from the holders of a majority in aggregate principal amount of the outstanding debt securities of that series within
60 days after the original request.

Holders may, however, sue to enforce the payment of principal, premium, or interest on any debt security on or after
the due date or to enforce the right, if any, to convert any debt security without following the procedures listed in (1)

through (3) above.

We will furnish the trustee an annual statement by our officers as to whether or not we are in default in the
performance of the indenture and, if so, specifying all known defaults.

Modification and Waiver

Except as provided in the next two succeeding paragraphs, we and the trustee may make modifications and
amendments to the indenture (including, without limitation, through consents obtained in connection with a purchase

of, or tender offer or exchange offer for, outstanding securities) and may waive any existing default or event of default
(including, without limitation, through consents obtained in connection with a purchase of, or tender offer or exchange

offer for, outstanding securities) with the consent of the holders of a majority in aggregate principal amount of the
outstanding securities of each series affected by the modification or amendment.

However, neither we nor the trustee may make any modification or amendment without the consent of the holder of
each outstanding security of that series affected by the modification or amendment if such modification or amendment

would:

� change the stated maturity of any debt security;
� reduce the principal of, premium, if any, on or interest on any debt security;

�reduce the principal of an original issue discount security or any other debt security payable on acceleration of
maturity;

� reduce the rate of or extend the time for payment of interest on any debt security;
� change the currency in which any debt security is payable;

� impair the right to enforce any payment after the stated maturity or redemption date;
�waive any default or event of default in payment of the principal of, premium on or interest on any debt security;

� waive a redemption payment of any debt security, if a redemption is made at our option;
� adversely affect the right, if any, to convert any debt security; or

�reduce the principal amount of securities whose holders must consent to an amendment, supplement or waiver of
provisions in the indenture.
13
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Notwithstanding the preceding, without the consent of any holder of outstanding securities, we and the trustee may
amend or supplement the indenture:

� to cure any ambiguity, defect, or inconsistency;
� to provide for uncertificated securities in addition to or in place of certificated securities;

�to provide for the assumption of our obligations to holders of any debt security in the case of a merger or
consolidation or sale of all or substantially all of our assets;

�to make any change that would provide any additional rights or benefits to the holders of securities or that does not
adversely affect the legal rights under the indenture of any such holder;

�to comply with requirements of the SEC in order to effect or maintain the qualification of an indenture under the Trust
Indenture Act;

�
to conform the text of the indenture to any provision of the Description of Debt Securities to the extent that such
provision in the Description of Debt Securities was intended to be a verbatim recitation of a provision of the
indenture;

�to provide for the issuance of additional securities in accordance with the limitations set forth in the indenture as of
the date of the indenture;

�to allow any guarantor to execute a supplemental indenture with respect to debt securities and to release guarantors in
accordance with the terms of the indenture; or

� to add additional obligors under the indenture and the securities.
The consent of holders is not necessary under the indenture to approve the particular form of any proposed

amendment. It is sufficient if such consent approves the substance of the proposed amendment.

Satisfaction and Discharge; Defeasance

Legal Defeasance.  The indenture provides that, unless otherwise provided by the terms of the applicable series of
debt securities, we may be discharged from any and all obligations in respect of the debt securities of any series

(except for certain obligations to register the transfer or exchange of debt securities of such series, to replace stolen,
lost, or mutilated debt securities of such series, and to maintain paying agencies and certain provisions relating to the

treatment of funds held by paying agents). We will be so discharged upon the deposit with the trustee, in trust, of
money and/or U.S. government obligations or, in the case of debt securities denominated in a single currency other
than U.S. dollars, foreign government obligations, that, through the payment of interest and principal in accordance

with their terms, will provide money in an amount sufficient in the opinion of a nationally recognized firm of
independent public accountants or investment bank to pay and discharge each installment of principal, premium, and

interest on and any mandatory sinking fund payments in respect of the debt securities of that series on the stated
maturity of those payments in accordance with the terms of the indenture and those debt securities.

This discharge may occur only if, among other things, we have delivered to the trustee an opinion of counsel stating
that we have received from, or there has been published by, the United States Internal Revenue Service a ruling or,

since the date of execution of the indenture, there has been a change in the applicable United States federal income tax
law, in either case to the effect that, and based thereon such opinion shall confirm that, the holders of the debt

securities of that series will not recognize income, gain, or loss for United States federal income tax purposes as a
result of the deposit, defeasance, and discharge and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit, defeasance, and

discharge had not occurred.

Defeasance of Certain Covenants.  The indenture provides that, unless otherwise provided by the terms of the
applicable series of debt securities, upon compliance with certain conditions:
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�
we may omit to comply with the covenant described under the heading �Consolidation, Merger, and Sale of Assets� and
certain other covenants set forth in the indenture, as well as any additional covenants which may be set forth in the
applicable prospectus supplement; and
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�any omission to comply with those covenants will not constitute a default or an event of default with respect to the
debt securities of that series, or covenant defeasance.

The conditions include:

�

depositing with the trustee money and/or U.S. government obligations or, in the case of debt securities
denominated in a single currency other than U.S. dollars, foreign government obligations, that, through the
payment of interest and principal in accordance with their terms, will provide money in an amount sufficient
in the opinion of a nationally recognized firm of independent public accountants to pay and discharge each
installment of principal of, premium and interest on and any mandatory sinking fund payments in respect of
the debt securities of that series on the stated maturity of those payments in accordance with the terms of the
indenture and those debt securities; and

�

delivering to the trustee an opinion of counsel to the effect that the holders of the debt securities of that series will not
recognize income, gain, or loss for United States federal income tax purposes as a result of the deposit and related
covenant defeasance and will be subject to United States federal income tax on the same amounts and in the same
manner and at the same times as would have been the case if the deposit and related covenant defeasance had not
occurred.
Covenant Defeasance and Events of Default.  In the event we exercise our option to effect covenant defeasance with

respect to any series of debt securities and the debt securities of that series are declared due and payable because of the
occurrence of any event of default, the amount of money and/or U.S. government obligations or foreign government
obligations on deposit with the trustee will be sufficient to pay amounts due on the debt securities of that series at the
time of their stated maturity but may not be sufficient to pay amounts due on the debt securities of that series at the

time of the acceleration resulting from the event of default. However, we shall remain liable for those payments.

Notices

Notices to holders will be given by mail to the addresses of the holders in the security register.

No Personal Liability of Directors, Officers, Employees or
Stockholders

None of our past, present or future directors, officers, employees or stockholders, as such, will have any liability for
any of our obligations under the debt securities or the indenture or for any claim based on, or in respect or by reason
of, such obligations or their creation. By accepting a debt security, each holder waives and releases all such liability.

This waiver and release is part of the consideration for the issue of the debt securities. However, this waiver and
release may not be effective to waive liabilities under U.S. federal securities laws, and it is the view of the SEC that

such a waiver is against public policy.

Governing Law

The indenture and the debt securities, including any claim or controversy arising out of or relating to the indenture or
the securities, will be governed by the laws of the State of New York.

Regarding the Trustee
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The indenture limits the right of the trustee, should it become a creditor of us, to obtain payment of claims or secure
its claims.

The trustee is permitted to engage in certain other transactions. However, if the trustee acquires any conflicting
interest, and there is a default under the debt securities of any series for which they are trustee, the trustee must

eliminate the conflict or resign.
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DESCRIPTION OF COMMON STOCK
All shares of common stock offered by this prospectus will be duly authorized, fully paid, and nonassessable. Holders

of our common stock are entitled to receive dividends if, as, and when authorized by our board of directors and
declared by us out of assets legally available for the payment of dividends. They are also entitled to share ratably in

our assets legally available for distribution to our stockholders in the event of our liquidation, dissolution, or winding
up, after payment of or adequate provision for all of our known debts and liabilities. These rights are subject to the

preferential rights of any other class or series of our stock and to the provisions of our charter regarding restrictions on
transfer of our stock.

Subject to our charter restrictions on transfer of our stock, each outstanding share of common stock entitles the holder
to one vote on all matters submitted to a vote of stockholders, including the election of directors. Except as provided
with respect to any other class or series of stock, the holders of our common stock will possess the exclusive voting
power. There is no cumulative voting in the election of directors, which means that the holders of a majority of the
outstanding shares of common stock can elect all of the directors then standing for election, and the holders of the

remaining shares will not be able to elect any directors.

Holders of our common stock have no preference, conversion, exchange, sinking fund, redemption, or, if listed on the
New York Stock Exchange, appraisal rights and have no preemptive rights to subscribe for any of our securities.
Subject to our charter restrictions on transfer of our stock, all shares of common stock will have equal dividend,

liquidation, and other rights.

Transfer Agent, Registrar, and Dividend Disbursing Agent

The transfer agent and registrar for our common stock is currently Computershare Trust Company, N.A. and its
affiliate, Computershare Inc., acts as dividend disbursing agent.

Power to Reclassify Shares of Our Stock; Issuance of Additional
Shares

Our charter authorizes our board of directors to classify and reclassify from time to time any unissued shares of our
stock into other classes or series of stock, including preferred stock, and to cause the issuance of such shares. Prior to
issuance of shares of each class or series, the board of directors is required by Maryland law and by our charter to set,

subject to our charter restrictions on transfer of our stock, the terms, preferences, conversion or other rights, voting
powers, restrictions, limitations as to dividends or other distributions, qualifications and terms and conditions of

redemption for each class or series. We believe that the power to issue additional shares of common stock or preferred
stock and to classify or reclassify unissued shares of common or preferred stock and thereafter to issue the classified
or reclassified shares provides us with increased flexibility in structuring possible future financings and acquisitions

and in meeting other needs which might arise. These actions can be taken without stockholder approval, unless
stockholder approval is required by applicable law or the rules of any stock exchange or automated quotation system
on which our securities may be listed or traded. Although we have no present intention of doing so, we could issue a
class or series of stock that could delay, defer, or prevent a transaction or a change in control of Redwood Trust that
might involve a premium price for holders of common stock or otherwise be in their best interest. We have no shares

of preferred stock presently outstanding.
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