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Redwood Trust, Inc.

Offering of
$250,000,000 principal amount of

4.625% Convertible Senior Notes due 2018

(the “Offering”)

The information in this pricing term sheet relates only to the Offering and should be read together with the
preliminary prospectus supplement dated February 28, 2013 relating to the Offering, including the documents
incorporated by reference therein and the related base prospectus dated August 6, 2010, each filed pursuant to Rule
424(b) under the Securities Act of 1933, as amended.

Issuer: Redwood Trust, Inc., a Maryland corporation.

Ticker / Exchange for
Common Stock: RWT / The New York Stock Exchange (“NYSE”).

Trade Date: March 1, 2013.

Expected Settlement
Date: March 6, 2013.

Convertible Senior
Notes: 4.625% Convertible Senior Notes due 2018 (the “Notes”).
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Aggregate Principal
Amount Offered:

$250,000,000 principal amount of Notes (or a total of $287,500,000 principal amount of
Notes if the underwriters exercise in full their over-allotment option to purchase additional
Notes).

Public Offering Price: 100% of principal amount.

Maturity Date: April 15, 2018, unless earlier repurchased or converted.

Interest Rate: 4.625% per year.

Interest Payment Dates: Semi-annually on April 15 and October 15, beginning on October 15, 2013.

Record Dates: April 1 and October 1.

Closing Price: $20.26 per share of the Issuer's Common Stock on the NYSE on February 28, 2013.

Conversion Premium: Approximately 20% above the Closing Price.

Initial Conversion
Price: Approximately $24.31 per share of Common Stock.
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Initial Conversion
Rate:

41.1320 shares of Common Stock per $1,000 principal amount of Notes, subject to
adjustment.

Use of Proceeds:

The Issuer estimates that the net proceeds it will receive from the Offering will be
approximately $242.0 million (or approximately $278.3 million if the underwriters’
over-allotment option is exercised in full), after deducting underwriting discounts and
commissions and estimated offering expenses payable by the Issuer.

The Issuer intends to use the net proceeds from the Offering to fund its 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 its
investment portfolio, as well as for other general corporate purposes.

Joint Book-Running
Managers: J.P. Morgan Securities LLC and Barclays Capital Inc.

CUSIP Number: 758075 AB1

ISIN Number: US758075AB18

Adjustment to Shares
Delivered Upon
Make-Whole
Fundamental Change:

If a “make-whole fundamental change” (as defined in the preliminary prospectus supplement
dated February 28, 2013 for the Offering) occurs prior to the maturity date, the Issuer will in
some cases increase the conversion rate for a holder that elects to convert its Notes in
connection with such make-whole fundamental change. The following table sets forth the
hypothetical stock prices and the number of additional shares of Common Stock by which the
conversion rate for the Notes will be increased per $1,000 principal amount of Notes in the
event of a make-whole fundamental change:

Effective Date $20.26$21.00$21.50$22.00$22.50$23.00$23.50$24.00$24.50$25.00$27.50$30.00$35.00

March 6, 2013 8.22637.64306.96736.34575.77405.24864.76594.32263.91583.54162.09871.18260.2811

April 15, 2014 8.22637.84897.14196.49195.89465.34624.84304.38163.95893.57122.08311.15110.2568

April 15, 2015 8.22637.96967.22416.53985.91235.33744.81144.33053.89143.49091.96961.04300.1999

April 15, 2016 8.22637.71456.92896.21055.55474.95734.41413.92123.47483.07151.58680.74490.0852

April 15, 2017 8.22637.17686.32475.55034.84964.21843.65263.14772.69932.30280.95220.31850.0023

April 15, 2018 8.22636.48705.37964.32253.31242.34621.42110.53460.00000.00000.00000.00000.0000
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The exact stock prices and effective dates may not be set forth in the table above, in which case:

•

If the stock price is between two stock price amounts in the table or the effective date is between two effective dates
in the table, the number of additional shares will be determined by a straight-line interpolation between the number of
additional shares set forth for the higher and lower stock price amounts and the two dates, as applicable, based on a
365-day year.

•If the stock price is greater than $35.00 per share, subject to adjustment, no additional shares will be added to theconversion rate.

•If the stock price is less than $20.26 per share, subject to adjustment, no additional shares will be added to theconversion rate.

Notwithstanding the foregoing, in no event will the total number of shares of Common Stock issuable upon
conversion exceed 49.3583 per $1,000 principal amount of Notes, subject to adjustments in the same manner as the
conversion rate as set forth in “Description of Notes—Conversion Rate Adjustments” in the preliminary prospectus
supplement dated February 28, 2013 for the Offering.

The Issuer has filed a registration statement (including a preliminary prospectus supplement dated February
28, 2013 and an accompanying prospectus dated August 6, 2010) with the Securities and Exchange
Commission, or SEC, for the offering to which this communication relates. Before you invest, you should read
the preliminary prospectus supplement, the accompanying prospectus and the other documents the Issuer has
filed with the SEC for more complete information about the Issuer and the offering. You may get these
documents for free by visiting EDGAR on the SEC web site at www.sec.gov. Alternatively, copies may be
obtained from J.P. Morgan Securities LLC (c/o Broadridge Financial Solutions, 1155 Long Island Avenue,
Edgewood, New York 11717 or by calling 1-866-803-9204) or from Barclays Capital Inc. (c/o Broadridge
Financial Solutions, 1155 Long Island Avenue, Edgewood, New York 11717 or by calling 1-888-603-5847).

This communication should be read in conjunction with the preliminary prospectus supplement dated
February 28, 2013 and the accompanying prospectus. The information in this communication supersedes the
information in the preliminary prospectus supplement and the accompanying prospectus to the extent
inconsistent with the information in the preliminary prospectus supplement and the accompanying prospectus.

ANY DISCLAIMERS OR OTHER NOTICES THAT MAY APPEAR BELOW ARE NOT APPLICABLE TO THIS
COMMUNICATION AND SHOULD BE DISREGARDED. SUCH DISCLAIMERS OR OTHER NOTICES WERE
AUTOMATICALLY GENERATED AS A RESULT OF THIS COMMUNICATION BEING SENT VIA
BLOOMBERG OR ANOTHER EMAIL SYSTEM.
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