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Bringing value home.
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Redwood Trust, Inc. is a real estate

finance company specializing in the

high-quality U.S. jumbo residential

loan market. In addition to acquiring

loans from a variety of financial insti-

tutions, the Company credit-enhances

securitized pools of high-quality jumbo

residential mortgages and invests in

mortgage securities.

Redwood Trust is headquartered in 

Mill Valley, California, and our stock is

publicly traded on the New York Stock

Exchange under the ticker symbol RWT.

We can be found on the Internet at

www.redwoodtrust.com.
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George E. Bull
Chairman of the Board 
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Douglas B. Hansen
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Vice President, Chief Financial Officer,
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Tobin & Tobin
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Stock Listing
The Company’s common stock is traded on
the New York Stock Exchange under the
symbol RWT and its preferred stock under
the symbol RWT-PB.

Corporate Office
591 Redwood Highway
Mill Valley, California 94941
(415) 389-7373 phone
(415) 381-1773 fax
www.redwoodtrust.com

Dividend Reinvestment and
Stock Purchase Plan
The company is pleased to offer a Dividend
Reinvestment and Stock Purchase Plan. The
Plan gives existing and prospective share-
holders the opportunity to purchase up to
$5,000 of common stock per month directly
from the Company, without incurring fees
or commissions, at up to a 2% discount to the
market price. Waivers may be granted for
purchases in excess of $5,000. The Plan also
allows shareholders to reinvest their common
and preferred dividends into Redwood Trust
common stock at a 2% discount to the 
market price, without incurring fees or
commissions. For additional information,
please call the Plan Administrator at 
(888) 877-2882 or the Company.
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It is probably the most important purchase most people make

in their lifetimes. It is the investment people keep when they

can’t keep any other.

At Redwood Trust, the year 2000 once again proved that the

first-mortgage, single-family jumbo loan—made to creditworthy

individuals—is the most solid platform on which to build true,

lasting value in a financial lending business.
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Fellow Shareholders, We are pleased to report that 2000 was a
year of growth and opportunity for Redwood
Trust. In this, our seventh year of operations,
we significantly increased our share of the
revenues generated in the high-quality
jumbo residential loan market and, in so
doing, surpassed our previous high mark 
for earnings per share.

It was also a good year for shareholders.
We raised our dividend rate in each quarter,
and our stock price appreciated significantly.

Core earnings per share were $2.08 in
2000, an increase of 22 percent over the
$1.71 per share we earned in 1999 and an
increase of 15 percent over our previous 
best annual result. Core earnings are earnings
from ongoing operations before mark-to-
market adjustments. Reported earnings per
share were $1.82 in 2000, also setting a new
record. Common stock dividends for 2000
were $1.61 per share.
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At home with growth.

In our report to you last year, we pointed
out that our progress during the difficult
years of 1998 and 1999 proved the soundness
and efficacy of our business model and prin-
ciples. Our results in 2000 certainly bear this
out. We successfully deployed our excess
capital during the year by focusing on our
credit enhancement business.We now partially
credit-enhance $25 billion of high-quality
jumbo mortgage loans, up from $8 billion 
at the end of 1999. In fact, we now assist 
in financing one out of every 32 jumbo 
residential loans in the U.S.

During this same time period, financial
institutions of all types—banks, thrifts, and
finance companies—announced increases 
in their loan loss provisions due to highly
leveraged, unsecured loans made to corpora-
tions; unsecured credit card loans made to
individuals; and lower-quality, sub-prime
loans made to homeowners with blemished
credit records.

Redwood Trust is at precisely the opposite
end of the lending risk spectrum. We lend
only to highly creditworthy homeowners,
all across the U.S. The loans we hold and
credit-enhance are completely secured by
the real value of residential real estate—
people’s homes.

Not surprisingly, Redwood’s credit quality
continues to be excellent. The current level
of serious delinquencies in our retained and
credit-enhanced portfolios remains very low.
Our credit losses for 2000 were negligible.
Overall, our credit statistics are superior to
those of the high-quality residential market
as a whole. Redwood’s credit statistics rou-
tinely beat those posted by Fannie Mae and
Freddie Mac (the government-sponsored real
estate finance companies that are active in
the smaller-than-jumbo market) and by the
largest of the jumbo lenders such as Bank 
of America and Washington Mutual.

A healthy market.

With current fears of a slowdown, no one
can be certain what effect the various forces
shaping our economy will have on our market.
But we take comfort in the high quality of
our loans. In addition, we know that house-
hold incomes and housing prices have been
rising for several years. This has a positive
impact on our portfolio, which is largely
made up of seasoned loans.

Further, industry conditions are favorable
in the jumbo market. Total jumbo loans out-
standing are growing at 6 percent to 10 
percent per year, and recently passed the
$800 billion mark. An expanding portion of
this market is being securitized, increasing
demand for our credit enhancement services.
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What’s more, banks and other financial
companies are questioning their commitment
to this market due to their larger overhead
concerns and regulatory constraints. This
reduced competition augers well for us in
what we believe will remain a healthy and
growing market. We plan to continue to
move forward on plan, with constant 
vigilance on credit.

As mentioned earlier, we increased our
market share in 2000.We believe this is due
not only to our sharply defined market focus,
but also to our lean corporate structure. As a
real estate investment trust, we are neither
regulated nor taxed, and we have lower
operating costs. What’s more, the recent
decrease in long-term interest rates—making
mortgages more affordable and increasing
mortgage refinance incentives—will, we
believe, spur production of new mortgages
and increase our opportunities for new
investment.With these activities, we continue
to move forward in becoming a national
leader in mortgage finance.

As in years past, we continue to be
guided—or, more accurately, driven—by the
excellence of our professional staff. Our
employees are creative, knowledgeable, pro-
fessional, and fully committed to the success
of Redwood. Thanks to their efforts, we
have built a reputation as market visionaries
and product innovators. As an example, we
have issued new types of callable, amortizing
long-term debt that match the interest rate
and prepayment characteristics of our retained
mortgages. And, we retain excellent control
over the credit quality of the loans we fund
through building new types of relationships
with mortgage originators.

Appreciating values.

We believe our success stems not only 
from our singular focus on the jumbo home
loan market and from the dedication of our
staff, but also from a strong respect for the
core values that have guided us since our
inception. These are:
• a commitment to the long-term development
of Redwood Trust rather than to mere short-term
gain. To underscore this point, senior man-
agement continues to own a significant 
percentage of Redwood, representing the 
substantial majority of our personal net worth.
• a dedication to working hard, and wisely, to
deploy the equity capital provided by shareholders.
To this end, we have a number of initiatives
underway to improve profitability, including:
continuing to change our mix of mortgage
commitments towards loan products and
away from securities investments; decreasing
our overhead ratios; and lowering effective
financing costs.
• a promise to request additional equity capital
from shareholders only when we are convinced of
excellent investment opportunities and prospective
improvements in earnings and dividends per share.
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Looking ahead.

We believe we are well positioned to cap-
ture an increasing amount of revenue from
the jumbo market over the near term and
expect continued strong financial results 
in 2001. In addition, recent decreases in
short-term interest rates should benefit our
performance in the first half of the year.

To meet our earnings and dividends
goals for 2001, we plan to increase credit-
enhancement assets and the size of our
retained portfolio.We have the capital to do
this now. As of this writing, we have already
increased our credit-enhancement portfolio
in the first two months of 2001 by $3 billion.
We are well on our way to what we believe
will be another strong year.

The conditions may be ripe for us to
raise additional equity capital during 2001.
Our stock price is rising, and opportunities
abound in our markets. If we can accomplish
it, growth in our capital base should be
highly beneficial for shareholders, as our
revenues should grow far more quickly than
our expenses. With a larger portfolio, we
will be able to bring more of our portfolio
earnings to the bottom line.

As we move forward, we would like 
to thank you on behalf of the management 
and staff of Redwood Trust for your ongo-
ing support. We look forward to your 
continued participation as a member of 
the Redwood Trust family.

Sincerely,

George E. Bull, III
Chairman and Chief Executive Officer

Douglas B. Hansen
President
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Believing in people where they live.

Apart from personal keepsakes, few 

material possessions can be more precious

than the home in which we live. We can 

all appreciate the powerful, emotional 

connections we have to this, the most

important of all our investments.

But it is precisely because most of us 

don’t buy a home as a pure investment 

that it becomes so valuable to us. Greater

than its four walls, our home is important

for what those walls protect and nurture.

It is, quite simply, the place where we 

are—where the strongest and deepest of 

our life moments reside.

And where, not surprisingly, we don’t default.

At Redwood Trust, it is in homes and in the

neighborhoods they form—rock-solid and

secure—that we choose to invest. Not in

highly leveraged technology ventures. Or in

unsecured, subprime consumer loans.

We invest only in the highest-quality, A-rated

U.S. jumbo residential loans; loans that are

secured by the very homes to which people

are so intimately and proudly attached.

Homes, perhaps, that are at the heart of

your own neighborhood.
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The upwardly mobile American dream.

For those who have achieved some measure

of success in their lives, the dream is no

longer merely to own a house, but to own

the house of their dreams.

At Redwood Trust, our charter is to help

them do just that, by bringing low-cost loans

to the more affluent American homebuyer.

We do this first by purchasing only high-

quality residential mortgage loans from the

top mortgage origination companies and

banks in the country, including Bank of

America, Washington Mutual, Wells Fargo,

Countrywide Home Loans, and others. The

loans—from all 50 states—typically have 

balances between $275,000 and $1 million.

These loans are then pooled into securities,

to which we apply our capital to partially

credit-enhance the jumbo mortgages. Thus

protected from risk—this is our specialty—

the securities are then sold into worldwide

capital markets. Our secondary market activ-

ities ensure a continuous flow of funds to

mortgage lenders, making mortgage credit

widely available at the lowest possible rates.

Because of the special value we all attach to

home ownership, it is easy to see why home-

owners generate one of the highest-quality

cash flows in the U.S. economy. These are

Redwood Trust’s revenues: the monthly

mortgage payments made by the most 

creditworthy homeowners across America.

It is against this backdrop that our prospects

at Redwood Trust look so bright. Because

where people dream, there is opportunity.
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At home in the neighborhood.

There is a certain sense of security that

comes from living in a neighborhood that 

is strong and growing.

Which is precisely the way we feel at

Redwood Trust.

We invest in a very healthy market. The

pool of prime-quality U.S. jumbo residential

mortgages—a market in which Fannie Mae

and Freddie Mac cannot compete—represents

$800 billion in assets and has grown steadily

for many years.

Unlike other financial institutions that are

highly taxed, highly regulated, less efficient,

and less focused, we are a pure real estate

finance company. Like Fannie Mae and

Freddie Mac, our only business is owning

and credit-enhancing loans. To date, we

finance $25 billion worth of these loans—

that’s investment in 1 out of every 32 of the

more valuable homes in America.

Recently, homeowners’ incomes have risen

rapidly, increasing the creditworthiness 

of our borrowers. And as housing prices

have gone up across the nation, so too have

the values of the homes we have financed,

significantly reducing the risk we could

incur as a credit loss should a loan default.

With an average loan balance of $375,000—

less than two-thirds of the current value of

the underlying property—we have, in the

very few instances when we have experienced

a loan default, often been able to avoid any

loss by selling the home for more than the

loan value.

This is a nice place to be.

10 | Redwood Trust, Inc. 2000 Annual Report



Redwood Trust, Inc. 2000 Annual Report | 11



12 | Redwood Trust, Inc. 2000 Annual Report



Building the addition.

A primary residence seems to always have

an air of promise around it; a vibrant sense

of constant building, of growing, of adding on.

At Redwood Trust, we opened our own doors

seven years ago with just such an entrepre-

neurial spirit, a forward-looking attitude 

that still defines us today. We are here for

the long term, thinking in terms of years

and decades, not quarters.

As in the best enterprises, the net worth of

the Company’s senior management is in the

stock of Redwood Trust. Why? Because in

the seven years since the founding of the

Company, we have never wavered from the

course we set for ourselves—nor from the

values we need to navigate that course.

We believe, first of all, in a strong balance

sheet. The high credit quality, liquidity,

and conservative leverage of our balance

sheet allows us to attract funds readily from

many sources worldwide to fund mortgages.

What’s more, our strong cash flows are able

to weather the storms of economic downturns.

An environment for growth also requires

careful, disciplined investments—matching

our assets to our liabilities—with an emphasis

on loans rather than securities. This makes

the Company less susceptible to fluctuations

in interest rates.

Our revenues come from America’s home-

owners and are passed back to our share-

holders (less our expenses) as dividends.

What could be simpler, or more efficient?

At Redwood Trust, we are proud to bring

this high quality and long-term promise to

our customers.

It is, after all, the American way.
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Dividend Reinvestment
Cumulative Dividends
Book Value 

Core Earnings
(in dollars per share)

Annual Dividends
(in dollars per share)

Shareholder Wealth
(in dollars per share)
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Redwood Trust, Inc. is a real estate

finance company specializing in the

high-quality U.S. jumbo residential

loan market. In addition to acquiring

loans from a variety of financial insti-

tutions, the Company credit-enhances

securitized pools of high-quality jumbo

residential mortgages and invests in

mortgage securities.

Redwood Trust is headquartered in 

Mill Valley, California, and our stock is

publicly traded on the New York Stock

Exchange under the ticker symbol RWT.

We can be found on the Internet at

www.redwoodtrust.com.
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Dividend Reinvestment and
Stock Purchase Plan
The company is pleased to offer a Dividend
Reinvestment and Stock Purchase Plan. The
Plan gives existing and prospective share-
holders the opportunity to purchase up to
$5,000 of common stock per month directly
from the Company, without incurring fees
or commissions, at up to a 2% discount to the
market price. Waivers may be granted for
purchases in excess of $5,000. The Plan also
allows shareholders to reinvest their common
and preferred dividends into Redwood Trust
common stock at a 2% discount to the 
market price, without incurring fees or
commissions. For additional information,
please call the Plan Administrator at 
(888) 877-2882 or the Company.
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