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PROSPECTUS

43,973,679 Shares

PennyMac Financial Services, Inc.

Class A Common Stock

        We are registering the resale from time to time by the selling stockholders identified in this prospectus or a supplement hereto of up to
43,973,679 shares of our Class A common stock, of which 37,863,679 shares are issuable upon the exchange of Class A Units of PNMAC and
6,110,000 shares are currently held by one of the selling stockholders.

        The selling stockholders may offer the shares from time to time as each selling stockholder may determine through public or private
transactions or through other means described in the section entitled "Plan of Distribution" or in a supplement to this prospectus. Each selling
stockholder may also sell shares under Rule 144 under the Securities Act of 1933, as amended, if available, rather than under this prospectus.
The registration of these shares for resale does not necessarily mean that the selling stockholders will sell any of their shares.

        We will not receive any of the proceeds from the sale of these shares by the selling stockholders.

        Our Class A common stock is listed on the New York Stock Exchange, or NYSE, under the symbol "PFSI". The last reported sale price of
our Class A common stock on the NYSE on October 25, 2013 was $16.13 per share.

We are an "emerging growth company" as defined in the Jumpstart Our Business Startups Act of 2012, and therefore have elected
to comply with certain reduced public company reporting requirements.

        We are not a government-sponsored entity.
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Investing in our common stock involves risks. See "Risk Factors" beginning on page 9.

        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 October 28, 2013
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        Unless the context requires otherwise, references in this prospectus to the "Company," "we," "us" and "our" refer to PennyMac Financial
Services, Inc. and its consolidated subsidiaries.

        In this prospectus, we refer to our subsidiary Private National Mortgage Acceptance Company, LLC as "PNMAC," we refer to our
subsidiary PNMAC Capital Management, LLC as "PCM", and we refer to our subsidiary PennyMac Loan Services, LLC as "PLS." We refer to
BlackRock Mortgage Ventures, LLC, together with its affiliates, as "BlackRock," and HC Partners LLC, formerly known as Highfields Capital
Investments LLC, together with its affiliates, as "Highfields."

        Unless the context requires otherwise, references in this prospectus to "PMT" collectively refer to PennyMac Mortgage Investment Trust, a
mortgage "real estate investment trust" externally managed by PCM, and its operating subsidiaries.

        You should rely only on the information contained in this prospectus or contained in any prospectus supplement or free writing prospectus
filed with the Securities and Exchange Commission, or SEC. Neither we nor the selling stockholders have authorized anyone to provide you
with additional information or information different from that contained in this prospectus or in any prospectus supplement or free writing
prospectus filed with the SEC. This prospectus does not constitute an offer to sell, or solicitation of an offer to buy, these securities in any
jurisdiction where such offer, sale or solicitation is not permitted. You should assume that the information appearing in this prospectus is
accurate only as of the date on the front cover of this prospectus. Our business, financial condition, results of operations and prospects may have
changed since that date.

        For investors outside the United States: We have not done anything that would permit this offering or possession or distribution of this
prospectus in any jurisdiction where action for that purpose is required, other than in the United States. You are required to inform yourselves
about and to observe any restrictions relating to this offering and the distribution of this prospectus outside of the United States.
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 SUMMARY

This summary highlights information contained elsewhere in this prospectus and does not contain all of the information that you should
consider in making your investment decision. Before investing in our Class A common stock, you should read the entire prospectus carefully,
including the sections entitled "Risk Factors" and "Management's Discussion and Analysis of Financial Condition and Results of Operations"
and our consolidated financial statements and the related notes.

 Business Overview

Our Company

        We are a specialty financial services firm with a comprehensive mortgage platform and integrated business focused on the production and
servicing of U.S. residential mortgage loans and the management of investments related to the U.S. residential mortgage market. We believe that
our operating capabilities, specialized expertise, access to long-term investment capital, and our management's deep experience across all aspects
of the mortgage business will allow us to profitably grow these activities and capitalize on other related opportunities as they arise in the future.

        We were founded in 2008 by members of our executive leadership team and two strategic partners, BlackRock and Highfields. Since our
founding we have pursued opportunities to acquire and manage residential mortgage loans and established what we believe to be a best-in-class
mortgage platform. We have relied on the know-how of our management team and built a de novo operating platform to our specifications using
industry-leading technology, processes and procedures to address the stringent requirements of residential mortgage lending and servicing in the
post-financial crisis market. We believe that this approach has resulted in a specialized mortgage platform that is "legacy-free" and highly
scalable to support the continued growth of our business.

        We conduct our business in two segments: mortgage banking and investment management. Our principal mortgage banking subsidiary,
PennyMac Loan Services, LLC, or PLS, is a leading non-bank producer and servicer of mortgage loans in the United States. PLS is a
seller/servicer for the Federal National Mortgage Association, or Fannie Mae, and the Federal Home Loan Mortgage Corporation, or Freddie
Mac, each of which is a government-sponsored entity, or GSE. It is also an approved issuer of securities guaranteed by the Government National
Mortgage Association, or Ginnie Mae, a lender of the Federal Housing Administration, or FHA, a lender/servicer of the Veterans
Administration, or VA, and a servicer for the Home Affordable Modification Program, or HAMP. We refer to each of Fannie Mae, Freddie Mac,
Ginnie Mae, FHA and VA as an "Agency." PLS is licensed (or exempt or otherwise not required to be licensed) to originate residential mortgage
loans in 46 states and the District of Columbia and to service loans in 49 states, the District of Columbia and the U.S. Virgin Islands.

        Our principal investment management subsidiary, PNMAC Capital Management, LLC, or PCM, is an SEC registered investment adviser. It
manages PennyMac Mortgage Investment Trust, or PMT, a mortgage "real estate investment trust," or REIT, listed on the NYSE. PCM also
manages PNMAC Mortgage Opportunity Fund, LLC and PNMAC Mortgage Opportunity Fund, LP, both registered under the Investment
Company Act of 1940, an affiliate of these funds and PNMAC Mortgage Opportunity Fund Investors, LLC. We refer to these funds collectively
as our "Investment Funds" and, together with PMT, as our "Advised Entities." Our Advised Entities have been some of the leading non-bank
investors in distressed mortgage loans since 2008, investing in loans with approximately $7.4 billion of unpaid principal balances, or UPB. As of
June 30, 2013, our Advised Entities had combined net assets of approximately $1.8 billion.

        We conduct some of our activities for our own account and some for our Advised Entities. We earn significant fee income and carried
interest from the activities we conduct for our Advised Entities; such fees include investment management fees, incentive fees, subservicing fees
for servicing loan
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portfolios and fulfillment fees for mortgage banking services provided to PMT in connection with our correspondent lending program. Our
relationships with our Advised Entities also allow us to pursue some market opportunities with reduced capital intensity, with PLS and PCM
providing operational expertise and our Advised Entities providing investment capital for mortgage-related assets.

        Our systems and processes have been designed to be highly scalable to accommodate the continued rapid growth of our businesses. To date
our growth has been organic, drawing upon experienced personnel known to us in the mortgage industry, which has allowed us to be methodical
and consistent in our operations and to establish and maintain a disciplined corporate culture that is focused on excellence.

Our Company Structure

Mortgage Banking Segment

        As summarized below, our mortgage banking segment is comprised of three primary businesses: correspondent lending, retail lending, and
loan servicing.

Correspondent Lending

        Our correspondent lending business manages, on behalf of PMT and for our own account, the acquisition of newly originated, prime credit
quality, first-lien residential mortgage loans that have been underwritten to investor guidelines. PMT acquires, from approved correspondent
sellers, newly originated loans, primarily "conventional" residential mortgage loans guaranteed by the GSEs and "government-insured"
residential mortgage loans insured or guaranteed primarily by the VA or the FHA.

        For conventional loans, we perform fulfillment activities for PMT and earn a fee for each loan acquired by PMT. Fulfillment activities
include reviews of loan data, documentation and appraisals to assess loan quality and risk, correspondent seller performance and credit
monitoring procedures, and the subsequent sale and securitization of loans through secondary mortgage markets on behalf of PMT. PMT earns
interest income and gains or losses during the holding period and upon the sale or
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securitization of these conventional loans and retains the associated mortgage servicing rights, or MSRs. PLS provides loan subservicing for
PMT's retained MSRs and earns a subservicing fee.

        In the case of government-insured loans, we purchase them from PMT at PMT's cost plus a sourcing fee. We fulfill the government loans
for our own account. We typically pool the federally insured or guaranteed loans together into a mortgage-backed security, or MBS, which
Ginnie Mae guarantees. We earn interest income and gains or losses during the holding period and upon the sale of these securities, and we
retain the associated MSRs.

        We have grown our correspondent lending business through purchases from approved mortgage originators that meet specific criteria
related to management experience, financial strength, risk management controls and loan quality. Our management team has prior experience
with the majority of these mortgage originators. As of June 30, 2013 we had approved 220 sellers on PMT's behalf, primarily independent
mortgage originators and small banks located across the United States. PMT purchased approximately $17.1 billion of loans in the first half of
2013, including $9.0 billion of conventional loans, $8.0 billion of government-insured loans and $115 million of jumbo loans. In the second
quarter of 2013, with $8.6 billion in production, PMT was the fourth largest correspondent lender in the United States as ranked by Inside
Mortgage Finance.

Retail Lending

        Our retail lending business originates new prime credit quality, first-lien residential conventional and government-insured mortgage loans
on a national basis to allow customers to purchase or refinance their homes. We conduct this business through a consumer direct model, which
relies on the Internet and call center-based staff, rather than a traditional branch network, to acquire and interact with customers across the
country. Effective marketing, call center staff, procedures, training and technology are all important to growing our retail lending business. We
use sophisticated telephony and lead-management software to improve conversion rates, deliver outstanding customer service, and lower costs.
In the first half of 2013, we originated $611 million of residential mortgage loans in our retail lending business, a 295% growth rate compared to
the first half of 2012.

        Our existing servicing portfolio is our main source of leads for new originations. These portfolio-based originations include: refinancing
loans to proactively protect our servicing portfolio from run-off, which we refer to as "recapture;" refinancing loans from the restructure of
distressed loans acquired by our Advised Entities; and purchasing loans to facilitate the sale of real estate owned, or REO, properties held by our
Advised Entities. In addition, we are growing our non-portfolio originations by sourcing prospective customers through consumer marketing and
community and professional relationships.

        For loans originated via our retail lending business, we conduct our own fulfillment, earn interest income and gains or losses during the
holding period and upon the sale or securitization of these loans, and retain the associated MSRs (subject to sharing 30% of such MSRs with
PMT in the case of retail originated loans that refinance a loan for which the related MSR was held by PMT).

Loan Servicing

        Our loan servicing business performs loan administration, collection, and default activities, including the collection and remittance of loan
payments, responding to customer inquiries, accounting for principal and interest, holding custodial (impound) funds for the payment of
property taxes and insurance premiums, counseling delinquent mortgagors, modifying loans and supervising foreclosures and our property
dispositions.

        We service loans for which we own the MSRs and we service loans on behalf of other MSR or mortgage owners which we refer to as
"subservicing." The owner of MSRs acts on behalf of mortgage
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loan owners and has the contractual right to receive a stream of cash flows (expressed as a percentage of UPB) in exchange for performing
specified mortgage servicing functions and temporarily advancing funds to cover payments on delinquent and defaulted mortgages. As a
subservicer, we earn a contractual fee on a per-loan basis and the right to any ancillary fees, and we are reimbursed for any servicing advances
we make on delinquent or defaulted mortgages. We presently subservice only for our Advised Entities.

        We characterize our servicing business as either "Prime Servicing" or "Special Servicing."

Prime Servicing.    Our prime servicing includes servicing or subservicing activities for loans that are prime credit quality and
generally exhibit low delinquency and default rates. This portfolio includes conventional and government-insured loans. Prime
servicing generally tends to be lower cost and benefits from significant economies of scale. As of June 30, 2013, our prime servicing
portfolio comprised over 168,000 loans, most of which are recent originations, with an aggregate UPB of approximately $39.4 billion.
We own the MSRs to over 83,000 of these loans (or approximately 45% of our total prime portfolio as measured by UPB), most of
which are serviced for Ginnie Mae securitizations and were produced by us through our correspondent and retail lending businesses. In
addition, we subservice approximately 84,000 conventional loans (or approximately 55% of our total prime portfolio as measured by
UPB), the MSRs to which are owned by PMT.

Special Servicing.    Our special servicing includes servicing activities for distressed whole loans that have been acquired as
investments by our Advised Entities, as well as for loans in "private-label" MBS securities, which are securities that are not guaranteed
by or otherwise affiliated with any government agency. Special servicing utilizes a "high-touch" model to establish and maintain
borrower contact and facilitate loss mitigation strategies. Our general strategy is to try to keep defaulted borrowers in their homes.
Under certain circumstances, we offer loss mitigation options that include loan modification through the use of federally sponsored
loan modification programs (such as HAMP) or otherwise to reflect both the borrowers' current financial condition and the value of
their homes. When loan modifications and other efforts are unable to cure a default, we seek to avoid foreclosure and timely acquire
and/or liquidate the property securing the mortgage loan where possible and pursue alternative property resolutions including "short
sales," in which the borrower agrees to sell the property for less than the loan balance and the difference is forgiven, and deeds-in-lieu
of foreclosure, in which the borrower agrees to convey the property deed outside of foreclosure proceedings. As of June 30, 2013, we
provided special servicing to approximately 24,000 distressed whole loans with an aggregate UPB of approximately $5.0 billion and
approximately 6,300 loans in "private-label" securities with an aggregate UPB of approximately $1.1 billion. Our special servicing
fees typically include a base servicing fee and activity-based fees for the successful completion of default-related services.

        We have grown our mortgage servicing portfolio primarily through organic mortgage loan production in our correspondent lending and
retail lending businesses, supplemented by the opportunistic acquisition by our Advised Entities of distressed pools of residential whole loans
which we subservice, and our own MSR acquisitions. As of June 30, 2013, we serviced or subserviced approximately 192,000 loans with an
aggregate UPB of approximately $44.4 billion. The majority of these loans are serviced for Fannie Mae, Freddie Mac or Ginnie Mae
securitizations.

Investment Management Segment

        We are an investment manager through our wholly-owned subsidiary PCM. PCM currently manages PMT and the Investment Funds, which
had combined net assets of approximately $1.8 billion as of June 30, 2013. For these activities, we earn management fees as a percentage of net
assets and incentive compensation based on investment performance. The Investment Funds are limited-life private funds established in August
2008, whose commitment periods ended in 2011. As of June 30,
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2013, these funds had aggregate equity value of $562 million and had generated total returns of 53%, net of all fees, expenses and carried
interest, since their inception. The term of each of these funds ends in December 2016 with the possibility of three one-year extensions. Subject
to contractual restrictions with PMT, we may establish additional private investment vehicles to invest in distressed loans or pursue related
mortgage strategies, for which we would provide investment management services as well.

        PMT was formed as a Maryland real estate investment trust in May 2009 and consummated an initial public offering in August 2009.
PMT's shareholders' equity has grown through a combination of retained earnings and new equity raised through follow-on public offerings and
other sales of its common stock. Since its initial public offering, PMT has raised new equity of approximately $200 million in 2011,
approximately $600 million in 2012 and approximately $250 million for the year-to-date period ended September 30, 2013. As of June 30, 2013,
PMT had shareholders' equity of $1,244 million. For the years ended December 31, 2012, 2011 and 2010, PMT reported returns on average
shareholders' equity of 16%, 13% and 8%, respectively. Our relationship with PMT provides a partner with long-term investment capital and
enhances our ability to both support our existing business and to pursue potential growth initiatives.

 Corporate and Other Information

        PNMAC was formed in Delaware in January 2008. PennyMac Financial Services, Inc. was formed in Delaware in December 2012. Our
principal executive offices are located at 6101 Condor Drive in Moorpark, California and our telephone number is (818) 224-7442. Our website
address is www.pennymacfinancial.com. We do not incorporate the information contained on, or accessible through, our corporate website into
this prospectus, and you should not consider it part of this prospectus.

        The trademark PennyMac®, and its corresponding logos appearing in this prospectus, are owned by us or one of our subsidiaries. All other
trademarks, service marks and trade names appearing in this prospectus are the property of their respective owners.

        We are an "emerging growth company" as defined in the Jumpstart Our Business Startups Act of 2012. We will remain an emerging growth
company until the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of the completion of the initial public offering of
our Class A common stock on May 9, 2013, (b) in which we have total annual gross revenue of at least $1.0 billion, or (c) in which we are
deemed to be a large accelerated filer, which means the market value of our Class A common stock that is held by non-affiliates exceeds
$700 million as of the prior June 30th, and (2) the date on which we have issued more than $1.0 billion in non-convertible debt securities during
the prior three-year period. We refer to the Jumpstart Our Business Startups Act of 2012 in this prospectus as the "JOBS Act," and references in
this prospectus to "emerging growth company" shall have the meaning ascribed to it in the JOBS Act.
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 THE OFFERING

Class A common stock to be offered by the
selling stockholders

Up to 43,973,679 shares, of which 37,863,679 shares are issuable by us to the selling
stockholders upon the exchange of Class A Units of PNMAC on a one-for-one basis (subject to
the customary conversion rate adjustments described below).

Class A common stock outstanding after
giving effect to this offering

56,751,456 shares, assuming the exchange of 37,863,679 Class A Units of PNMAC for an
equivalent number of shares of our Class A common stock.

Class A Units of PNMAC outstanding after
giving effect to this offering

19,137,432 units held by the members of PNMAC other than PennyMac Financial
Services, Inc. and 56,751,456 units held by PennyMac Financial Services, Inc., assuming the
exchange of 37,863,679 Class A Units of PNMAC for an equivalent number of shares of our
Class A common stock.

Voting power held by holders of Class A
common stock after giving effect to this
offering

74.78%, assuming the exchange of 37,863,679 Class A Units of PNMAC for an equivalent
number of shares of our Class A common stock. The remaining voting power is held by holders
of our Class B common stock.

Voting rights Each share of our Class A common stock entitles its holder to one vote on all matters to be
voted on by stockholders generally.
Each holder of Class A Units of PNMAC, other than PennyMac Financial Services, Inc., holds
one share of our Class B common stock. The shares of Class B common stock have no
economic rights but entitle the holder, without regard to the number of shares of Class B
common stock held, to a number of votes on matters presented to stockholders of PennyMac
Financial Services, Inc. that is equal to the aggregate number of Class A Units of PNMAC held
by such holder. See "Description of Capital Stock�Common Stock�Class B Common Stock."
Holders of our Class A common stock and Class B common stock vote together as a single
class on all matters presented to our stockholders for their vote or approval, except as otherwise
required by applicable law.
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Exchange rights of holders of Class A Units
of PNMAC

Pursuant to an exchange agreement that we have entered into with the owners of PNMAC other
than us, those other owners may (subject to the terms of the exchange agreement) exchange
their Class A Units of PNMAC for shares of Class A common stock of PennyMac Financial
Services, Inc. on a one-for-one basis, subject to customary conversion rate adjustments for
stock splits, stock dividends, reclassifications and certain other transactions that would cause
the number of outstanding shares of Class A common stock to be different than the number of
Class A Units of PNMAC owned by PennyMac Financial Services, Inc. As those other owners
exchange Class A Units of PNMAC for shares of Class A common stock, the voting power
afforded to them by their shares of Class B common stock will be automatically and
correspondingly reduced.
We have also entered into a tax receivable agreement with certain of the owners of PNMAC
other than us that will provide for the payment by PennyMac Financial Services, Inc. to those
other owners of 85% of the tax benefits, if any, that PennyMac Financial Services, Inc. is
deemed to realize under certain circumstances as a result of (i) increases in tax basis resulting
from exchanges of Class A Units of PNMAC and (ii) certain other tax benefits related to our
entering into the tax receivable agreement, including tax benefits attributable to payments under
the tax receivable agreement.

Use of proceeds We will not receive any proceeds from the sale of shares of our Class A common stock by the
selling stockholders. The selling stockholders will receive all of the net proceeds and bear all
commissions and discounts, if any, from the sales of our Class A common stock offered by
them pursuant to this prospectus.

Dividend policy Any future determination to pay dividends on our common stock will be at the discretion of our
board of directors and will depend upon many factors, including our financial position, results
of operations, liquidity and legal requirements. See "Dividend Policy."

Risk factors See "Risk Factors" beginning on page 9 and the other information included in this prospectus
for a discussion of factors you should carefully consider before deciding to invest in our
Class A common stock.

NYSE symbol "PFSI."
        Unless we specifically state otherwise, all information in this prospectus:

�
reflects the 18,887,777 shares of Class A common stock and 75,888,888 Class A Units of PNMAC (including 18,887,777
Class A Units owned by PennyMac Financial Services, Inc.) outstanding as of September 26, 2013;
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�
does not reflect outstanding options to purchase 423,407 shares of Class A common stock, at a weighted average exercise
price of $21.03 per share, none of which are currently vested or exercisable, or 596,944 outstanding restricted stock units to
obtain up to 596,944 shares of Class A common stock, none of which are currently vested or exercisable;

�
does not reflect an additional 2,886,082 shares of Class A common stock that may be granted under the PennyMac Financial
Services, Inc. 2013 Equity Incentive Plan, referred to in this prospectus as our 2013 Equity Incentive Plan, which number
represents the total number of additional shares currently authorized and reserved for issuance in connection with future
awards that may be granted under this plan less the number of shares issuable under this plan in exchange for Class A Units
of PNMAC held by our employees pursuant to the exchange agreement; and

�
does not reflect an additional 19,137,432 shares of Class A common stock issuable under our 2013 Equity Incentive Plan
upon the exchange of Class A Units of PNMAC held by our employees pursuant to the exchange agreement.
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 RISK FACTORS

Investing in our Class A common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described
below, together with all of the other information in this prospectus, including our consolidated financial statements and related notes, before
deciding whether to purchase shares of our Class A common stock. If any of the following risks are realized, our business, operating results and
prospects could be materially and adversely affected. In that event, the price of our Class A common stock could decline, and you could lose
part or all of your investment.

Risks Related to Our Business and Industry

Risks Related to Our Mortgage Banking Segment

Regulatory Risks

We operate in a highly regulated industry and the continually changing federal, state and local laws and regulation could materially
adversely affect our business, financial condition and results of operations.

        Due to the highly regulated nature of the residential mortgage industry, we are required to comply with a wide array of federal, state and
local laws and regulations that regulate, among other things, the manner in which we conduct our loan production and servicing businesses and
the fees that we may charge. These regulations directly impact our business and require constant compliance, monitoring and internal and
external audits. A material failure to comply with any of these laws or regulations could subject us to lawsuits or governmental actions and
damage our reputation, which could materially adversely affect our business, financial condition and results of operations.

        Federal, state and local governments have recently proposed or enacted numerous new laws, regulations and rules related to mortgage
loans. Laws, regulations, rules and judicial and administrative decisions relating to mortgage loans include those pertaining to real estate
settlement procedures, equal credit opportunity, fair lending, fair credit reporting, truth in lending, fair debt collection practices, service members
protections, compliance with net worth and financial statement delivery requirements, compliance with federal and state disclosure and licensing
requirements, the establishment of maximum interest rates, finance charges and other charges, qualified mortgages, licensing of loan officers,
loan officer compensation, secured transactions, payment processing, escrow, loss mitigation, collection, foreclosure, repossession and
claims-handling procedures, and other trade practices and privacy regulations providing for the use and safeguarding of non-public personal
financial information of borrowers. Service providers we use must also comply with these legal requirements, including outside foreclosure
counsel retained to process foreclosures.

        In particular, the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or Dodd-Frank Act, represents a comprehensive
overhaul of the financial services industry in the United States and includes, among other things (i) the creation of a Financial Stability
Oversight Council to identify emerging systemic risks posed by financial firms, activities and practices, and to improve cooperation among
federal agencies, (ii) the creation of the Consumer Financial Protection Bureau, or CFPB, authorized to promulgate and enforce consumer
protection regulations relating to financial products and services, including mortgage lending and servicing, (iii) the establishment of
strengthened capital and prudential standards for banks and bank holding companies, (iv) enhanced regulation of financial markets, including the
derivatives and securitization markets, and (v) amendments to the Truth in Lending Act, or TILA, aimed at improving consumer protections
with respect to mortgage originations, including disclosures, originator compensation, minimum repayment standards, prepayment
considerations appraisals and servicing requirements.

        Our failure to comply with these laws, regulations and rules may result in reduced payments by borrowers, modification of the original
terms of mortgage loans, permanent forgiveness of debt, delays in the foreclosure process, increased servicing advances, litigation, enforcement
actions, and repurchase
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and indemnification obligations. Our failure to adequately supervise service providers, including outside foreclosure counsel, may also have
these negative results.

        The failure of the mortgage lenders from whom loans were acquired through our correspondent lending program to comply with these laws,
regulations and rules may also result in these adverse consequences. We have in place a due diligence program designed to assess areas of risk
with respect to these acquired loans, including, without limitation, compliance with underwriting guidelines and applicable law. However, we
may not detect every violation of law by these mortgage lenders. While we have contractual rights to seek indemnity or repurchase from these
correspondent lenders, if any of these lenders are unable to fulfill their indemnity or repurchase obligations to us to a material extent, our
business, financial condition and results of operations could be materially and adversely affected. In addition, our repurchase agreements that
provide us with capital to purchase loans for our correspondent lending business require us to make representations that the loans sold under
these agreements comply with applicable law. See "Market Risks�We leverage our operations, which may materially and adversely affect our
financial condition and results of operations" on page 18 for a discussion of risks related to breaches of such representations.

        In addition, although they have not yet been enacted, the Federal Housing Finance Agency, or FHFA, proposed changes to mortgage
servicing compensation structures in 2011 for servicing with GSEs, including reducing servicing fees and channeling funds toward reserve
accounts for delinquent loans. Also, there continue to be changes in legislation, rulemaking and licensing in an effort to simplify the consumer
mortgage experience which requires technology changes and additional implementation costs for loan originators. We expect that legislative and
regulatory changes will continue in the foreseeable future, which may increase our operating expenses.

        Any of these, or other, changes in laws or regulations could adversely affect our business, financial condition and results of operations.

The creation of the CFPB and its recently issued rules will likely increase our regulatory compliance burden and associated costs, which
could adversely affect our business, financial condition and results of operations.

        On July 21, 2011, the CFPB obtained rulemaking and enforcement authority pursuant to the Dodd-Frank Act and began official operations.
We are subject to examination by the CFPB. The CFPB has broad enforcement powers over mortgage participants, including originators and
servicers, and can order, among other things, rescission or reformation of contracts, the refund of moneys or the return of real property,
restitution, disgorgement or compensation for unjust enrichment, the payment of damages or other monetary relief, public notifications regarding
violations, limits on activities or functions, and civil money penalties. The CFPB has been active in investigations and enforcement actions, and
issued large civil money penalties in 2012.

        In addition to its regulatory authority, the CFPB has examination authority over all federal and state non-depository lending and servicing
institutions, including mortgage brokers, lenders and servicers. Such examinations, as well as regulations that the CFPB might issue in the
future, could ultimately increase our administrative burdens and adversely affect our business, financial condition and results of operations.

        In October 2011, January 2012 and October 2012, the CFPB issued guidelines governing, among other things, examination procedures for
bank and non-bank mortgage servicers and originators and its procedures for supervising mortgage transactions. In January 2013, the CFPB
issued its final rules relating to, among other things, its "Ability to Repay" rule under TILA's implementing Regulation Z, mortgage escrow
account requirements and mortgage servicing requirements. For further discussion on the details of the CFPB's final rules, see
"Business�Compliance and Regulatory."

        Similar to other mortgage servicers of our size, we received a general request for information from the CFPB on September 24, 2012. We
responded in a timely fashion to the CFPB by providing the
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requested information. On February 11, 2013, we were notified by the CFPB that it would perform an examination of PLS's loan servicing and
related compliance activities beginning on March 25, 2013. This examination was completed on May 2, 2013. Details surrounding the
examination are confidential based on CFPB regulations. The CFPB has the authority to impose significant penalties or other punitive actions
that could materially and adversely affect our financial condition and results of operations. The CFPB also has the power to notify the public of
violations which carries with it reputational risk. The CFPB, at its discretion, may share the results of examinations with other regulators who
may in turn initiate their own investigations and impose additional penalties.

        The CFPB's recently enacted rules will likely increase our administrative and compliance costs. They could also greatly influence the
availability and cost of residential mortgage credit, and increase servicing costs and risks. In addition, the effective dates for these new rules are
aggressive in some cases and it may be difficult for us to implement the procedures necessary to comply with these new rules by the dates on
which they are to become effective. These increased costs of compliance, the effect of these rules on the mortgage industry and mortgage
servicing and any failure in our ability to comply with these new rules by their effective dates, could have an adverse effect on our business,
financial position and results of operations.

We are highly dependent on U.S. government-sponsored entities, and any changes in these entities or their current roles could materially
and adversely affect our business, liquidity, financial position and results of operations.

        Our ability to generate revenues through mortgage loan sales depends to a significant degree on programs administered by
government-sponsored entities, or GSEs, such as Fannie Mae and Freddie Mac, government agencies, including Ginnie Mae, and others that
facilitate the issuance of mortgage-backed securities, or MBS, in the secondary market. These GSEs and Agencies play a critical role in the
residential mortgage industry and we have significant business relationships with many of them. Presently, almost all of the newly originated
conforming loans that we originate directly with borrowers or assist PMT in acquiring from mortgage lenders through our correspondent lending
program qualify under existing standards for inclusion in mortgage securities backed by the GSEs or Ginnie Mae. We also derive other material
financial benefits from these relationships, including the assumption of credit risk by these GSEs on loans included in such mortgage securities
in exchange for our payment of guarantee fees and the ability to avoid certain loan inventory finance costs through streamlined loan funding and
sale procedures.

        There is significant uncertainty regarding the future of Fannie Mae and Freddie Mac, including with respect to how long they will continue
to be in existence, the extent of their roles in the market and what forms they will have. Although the U.S. Treasury has committed capital to
Fannie Mae and Freddie Mac since they were placed into conservatorship, additional funding may not be provided within the required time
periods or the actions of the U.S. Treasury may not be adequate for their needs. If such funding is not provided as required, the FHFA would be
obligated to place Fannie Mae and Freddie Mac into receivership. Further, Fannie Mae or Freddie Mac could be placed into receivership at the
discretion of the FHFA at any time under certain circumstances. If the actions of the U.S. Treasury are inadequate or pending repurchase
requests by Fannie Mae and Freddie Mac to lenders prove unsuccessful, or if Fannie Mae and Freddie Mac are adversely affected by events such
as ratings downgrades, foreclosure problems and delays and problems with mortgage insurers, Fannie Mae and Freddie Mac could continue to
suffer losses and could fail to honor their guarantees and other obligations. In addition, the future roles of Fannie Mae and Freddie Mac remain
uncertain. Their roles could be significantly reduced or eliminated and the nature of the guarantees could be considerably limited relative to
historical measurements. Solvency concerns have also recently been raised regarding the FHA, which we rely on for the insurance of a
significant portion of the government-insured loans that we produce. The elimination of the traditional roles of Fannie Mae, Freddie Mac or the
FHA could adversely affect our business and results of operations.
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        Our ability to generate revenues from newly originated loans that we assist PMT in acquiring from mortgage lenders through our
correspondent lending program is highly dependent on the fact that the GSEs have not historically acquired such loans directly from mortgage
lenders, but have instead relied on banks and non-bank service providers such as us to acquire, aggregate and securitize or otherwise sell such
loans to investors in the secondary market. If one or more of the GSEs were to start making these purchases and sales for their own accounts, our
business and results of operations could be adversely affected.

        Any discontinuation of, or significant reduction in, the operation of these GSEs or any significant adverse change in the level of activity of
these GSEs in the primary or secondary mortgage markets or in the underwriting criteria of these GSEs could materially and adversely affect our
business, liquidity, financial position and results of operations.

Changes in GSE guidelines or guarantees could adversely affect our business, financial condition and results of operations.

        We are required to follow specific guidelines that impact the way that we service and originate GSE loans, including guidelines with
respect to:

�
credit standards for mortgage loans;

�
our staffing levels and other servicing practices;

�
the servicing and ancillary fees that we may charge;

�
our modification standards and procedures; and

�
the amount of non-reimbursable advances.

        In particular, the FHFA has directed the GSEs to align their guidelines for servicing delinquent mortgages that they own or that back
securities which they guarantee, which can result in monetary incentives for servicers that perform well and penalties for those that do not. In
addition, the FHFA has directed Fannie Mae to assess compensatory penalties against servicers in connection with the failure to meet specified
timelines relating to delinquent loans and foreclosure proceedings, and other breaches of servicing obligations.

        We cannot negotiate these terms with the GSEs and they are subject to change at any time. A significant change in these guidelines that has
the effect of decreasing the fees we charge or requires us to expend additional resources in providing mortgage services could decrease our
revenues or increase our costs, which would adversely affect our business, financial condition and results of operations.

        In addition, changes in the nature or extent of the guarantees provided by Fannie Mae and Freddie Mac or the insurance provided by the
FHA could also have broad adverse market implications. The guarantee fees that we are required to pay to the GSEs for these guarantees have
increased significantly over time and any future increases in these fees would adversely affect our business, financial condition and results of
operations.

        Fannie Mae has indicated that it may impose annual delivery volume limits on all of its approved seller/servicers. Fannie Mae has not yet
determined or announced the criteria for how these potential delivery limits may be calculated, or when they may be imposed. If a delivery
limitation is imposed on PMT by Fannie Mae, it could result in a shift of business market share to Freddie Mac, and could adversely impact our
gain on sale income to the extent that Freddie Mac price execution may be worse than that of Fannie Mae. Freddie Mac has indicated that it does
not have any plans to establish delivery volume limits for its seller/servicers.
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Changes to government mortgage modification and refinance programs could adversely affect our future revenues and costs.

        Under HAMP and similar government programs, a participating servicer may be entitled to receive financial incentives in connection with
any modification plans that it enters into with eligible borrowers and subsequent success fees to the extent that a borrower remains current in any
agreed upon loan modification. While we participate in and dedicate numerous resources to HAMP, changes in legislation or regulation
regarding HAMP or any other government mortgage modification program or changes in the requirements necessary to qualify for refinancing
mortgage loans may impact the extent to which we participate in and receive financial benefits from such programs, or may increase our
operating costs and the expense of our participation in such programs.

        On October 24, 2011, the FHFA announced changes to the existing Home Affordable Refinance Program, or HARP, for certain loans sold
to Fannie Mae and Freddie Mac prior to May 31, 2009. The changes to HARP are designed to increase the number of mortgage loans eligible for
refinancing under the program and have meaningfully increased industry-wide loan production volumes. These changes and any additional
changes that may be enacted to increase refinancing eligibility under this program will likely increase mortgage loan prepayment speeds, which
would have an unfavorable impact on the valuation of our MSRs. See "Management's Discussion and Analysis of Financial Condition and
Results of Operations�Quantitative and Qualitative Disclosures about Market Risk."

        HAMP and HARP are currently scheduled to expire on December 31, 2015. If HAMP or HARP is not extended, this could decrease our
revenues, which would adversely affect our business, financial condition and results of operations.

        Under the Making Home Affordable plan, or MHA, a participating servicer may receive a financial incentive to modify qualifying loans, in
accordance with the plan's guidelines and requirements. HARP also allows us to refinance loans with an LTV of up to 125%. This program, and
the FHA's negative equity refinance program, allow us to refinance loans to existing borrowers who have little or negative equity in their homes.
The FHA's negative equity refinance program is scheduled to expire on December 31, 2014, and the expiration of that program or changes in
legislation or regulations regarding that program or the MHA could reduce our volume of refinancing originations to borrowers with little or
negative equity in their homes.

        Changes to HAMP, HARP, the MHA and other similar programs could adversely affect our future revenues and costs.

Unlike competitors that are banks, we are subject to the licensing and operational requirements of states and other jurisdictions that result in
substantial compliance costs, and our business would be adversely affected if we lose our licenses.

        Because we are not a depository institution, we do not benefit from exemptions to state mortgage banking, loan servicing or debt collection
licensing and regulatory requirements. We must comply with state licensing requirements and varying compliance requirements in all fifty
states, the District of Columbia and the Virgin Islands, and we are sensitive to regulatory changes that may increase our costs through stricter
licensing laws, disclosure laws or increased fees or that may impose conditions to licensing that we or our personnel are unable to meet.
Currently we are able to service loans in 49 states, the District of Columbia and the Virgin Islands and originate loans in 46 states and the
District of Columbia, either because we are properly licensed in a particular jurisdiction or we are exempt or otherwise not required to be
licensed in that jurisdiction.

        In most states in which we operate, a regulatory agency or agencies regulate and enforce laws relating to mortgage servicers and mortgage
originators. These rules and regulations generally provide for licensing as a mortgage servicer, mortgage originator, loan modification
processor/underwriter, or third-party debt default specialist (or a combination thereof), requirements as to the form and content
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of contracts and other documentation, licensing of our employees and independent contractors with whom we contract, and employee hiring
background checks. They also set forth restrictions on collection practices and disclosure and record-keeping requirements, and they establish a
variety of borrowers' rights. Future state legislation and changes in existing regulation may significantly increase our compliance costs or reduce
the amount of ancillary fees, including late fees, that we may charge to borrowers. This could make our business cost-prohibitive in the affected
state or states and could materially affect our business.

        In addition, we are subject to periodic examinations by state and other regulators, which can result in increases in our administrative costs
and refunds to borrowers of certain fees earned by us, and we may be required to pay substantial penalties imposed by these regulators due to
compliance errors, or we may lose our license. Fines and penalties incurred in one jurisdiction may cause investigations or other actions by
regulators in other jurisdictions.

        We may not be able to maintain all currently requisite licenses and permits. In addition, the states that currently do not provide extensive
regulation of our business may later choose to do so, and if such states so act, we may not be able to obtain or maintain all requisite licenses and
permits. The failure to satisfy those and other regulatory requirements could result in a default under our servicing agreements and credit
facilities and have a material adverse effect on our business, financial condition and results of operations.

Agency inquiries into foreclosure practices and foreclosure delays in certain states could result in additional compliance costs on our
servicing business, and may adversely impact our results of operations, financial condition and business.

        In connection with allegations of irregularities in foreclosure processes, including so-called "robo-signing" by mortgage loan servicers,
certain state Attorneys General, court administrators and government agencies, as well as representatives of the federal government, have issued
letters of inquiry to mortgage servicers, requesting written responses to questions regarding policies and procedures, especially with respect to
notarization and affidavit procedures. If initiated against us, these requests or any subsequent administrative, judicial or legislative actions taken
by these regulators, court administrators or other government entities may subject us to fines and other sanctions, including a foreclosure
moratorium or suspension. In addition to these inquiries, several state Attorneys General have requested that certain mortgage servicers suspend
foreclosure proceedings pending internal review to ensure compliance with applicable law. Such inquiries, if initiated against us, as well as
continued court backlog and emerging court processes, may cause an extended delay in the foreclosure process in certain states.

        Also, on February 9, 2012, federal and state agencies announced a $25 billion settlement with the five largest banks that resulted from
investigations of foreclosure practices, which is referred to as the "Joint Federal-State Mortgage Servicing Settlement." As part of the settlement,
the banks agreed to comply with various servicing standards relating to foreclosure and bankruptcy proceedings, documentation of borrowers'
account balances, chain of title, and evaluation of borrowers for loan modifications and short sales as well as servicing fees and the use of
force-placed insurance.

        Although we are not a party to the above enforcement consent orders and settlements, we could be required to comply with certain
requirements and terms set forth in the consent orders and settlements if (i) we subservice loans in certain circumstances for the mortgage
servicers that are parties to the enforcement consent orders and settlements, (ii) the agencies begin to enforce the consent orders and settlements
by looking downstream to our arrangement with certain mortgage servicers, (iii) the MSR owners for whom we subservice loans request that we
comply with certain aspects of the consent orders and settlements, or (iv) we otherwise find it prudent to comply with certain aspects of the
consent orders and settlements. In addition, the practices set forth in such consent orders and settlements may be adopted by the industry as a
whole, forcing us to comply with
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them in order to follow standard industry practices, or may become required by our servicing agreements. While we have made and continue to
make changes to our operating policies and procedures in light of the consent orders and settlements, further changes could be required and
changes to our servicing practices may increase compliance and operating costs for our servicing business, which could materially and adversely
affect our financial condition or results of operations.

We may be subject to liability for potential violations of predatory lending laws, which could adversely impact our results of operations,
financial condition and business.

        Various U.S. federal, state and local laws have been enacted that are designed to discourage predatory lending practices. The U.S. federal
Home Ownership and Equity Protection Act of 1994, or HOEPA, prohibits inclusion of certain provisions in residential mortgage loans that
have mortgage rates or origination costs in excess of prescribed levels and requires that borrowers be given certain disclosures prior to
origination. Some states have enacted, or may enact, similar laws or regulations, which in some cases impose restrictions and requirements
greater than those in HOEPA. In addition, under the anti-predatory lending laws of some states, the origination of certain residential mortgage
loans, including loans that are not classified as "high-cost" loans under applicable law, must satisfy a net tangible benefits test with respect to the
related borrower. This test may be highly subjective and open to interpretation. As a result, a court may determine that a residential mortgage
loan, for example, does not meet the test even if the related originator reasonably believed that the test was satisfied. If any of our production
loans are found to have been originated in violation of predatory or abusive lending laws, we could incur losses, which could adversely impact
our results of operations, financial condition and business.

We may be subject to certain banking regulations that may limit our business activities.

        As of June 30, 2013, The PNC Financial Services Group, Inc., or PNC, owned approximately 20.8% of the outstanding voting common
shares of BlackRock Inc. Based on PNC's interests in and relationships with BlackRock, Inc., BlackRock, Inc. is deemed to be a non-bank
subsidiary of PNC. BlackRock, Inc. is an affiliate of BlackRock Mortgage Ventures, LLC, or BlackRock, which is one of our largest equity
holders and which owns approximately 20.5% of our equity interests prior to this offering. Due to these relationships, we are deemed to be a
non-bank subsidiary of PNC, which is regulated as a financial holding company under the Bank Holding Company Act of 1956, as amended. As
a non-bank subsidiary of PNC, we may be subject to certain banking regulations, including the supervision and regulation of the Federal
Reserve. Such banking regulations could limit the activities and the types of businesses that we may conduct. The Federal Reserve has broad
enforcement authority over financial holding companies and their subsidiaries. The Federal Reserve could exercise its power to restrict PNC
from having a non-bank subsidiary that is engaged in any activity that, in the Federal Reserve's opinion, is unauthorized or constitutes an unsafe
or unsound business practice, and could exercise its power to restrict us from engaging in any such activity. The Federal Reserve may also
impose substantial fines and other penalties for violations that we may commit. To the extent that we are subject to banking regulation, we could
be at a competitive disadvantage because some of our competitors are not subject to these limitations.

        In addition, provisions of the Dodd-Frank Act referred to as the "Volcker Rule" place limitations on the ability of bank holding companies
and their affiliates to engage in sponsoring, investing in and transacting with certain investment funds, including hedge funds and private equity
funds (collectively "covered funds"). The Volcker Rule will also place restrictions on proprietary trading, which could impact certain hedging
activities. It is expected that the Volcker Rule will apply to us by virtue of our affiliation with PNC through BlackRock. The Volcker Rule
becomes fully effective in July 2014, but final implementing regulations have not yet been issued. To the extent the Volcker Rule applies to us,
it would limit our ability to sponsor or manage covered funds and to make and retain investments in covered funds, and would limit investments
in covered funds by our employees, among other
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restrictions. In addition, the scope of the definition of "covered funds" is not yet known, and therefore these restrictions could apply to funds
other than those commonly referred to as hedge funds and private equity funds, such as one or more of the funds that we currently manage,
including the Investment Funds or PMT. If the Investment Funds or PMT were to be "covered funds" as defined, then, among other
consequences, certain transactions between us and the Advised Entities could be limited or required to be restructured. These limitations and
restrictions could disadvantage us against those competitors that are not subject to the Volcker Rule in the ability to manage covered funds and
to retain employees.

Market Risks

Our mortgage banking revenues are highly dependent on macroeconomic and United States residential real estate market conditions.

        Continuing concerns over factors including inflation, deflation, unemployment, personal and business income taxes, energy costs,
geopolitical issues and the availability and cost of credit have contributed to increased volatility and unclear expectations for the economy in
general and the residential real estate and mortgage markets in particular going forward. Since 2006, United States residential housing values
have declined by approximately 22% according to the S&P/Case-Shiller Home Price Index, and the volume of newly originated mortgages has
decreased by approximately 40%. While national housing values have increased in the last 12 months, these conditions may not have stabilized
or they may worsen. A destabilization of the residential real estate and mortgage markets or deterioration in these markets may reduce our loan
production volume, reduce the profitability of servicing mortgages or adversely affect our ability to sell mortgage loans that we originate or
acquire, either at a profit or at all. Any of the foregoing could adversely affect our business, financial condition and results of operations.

We may not be able to continue to grow our loan production volume, which could negatively affect our business, financial condition and
results of operations.

        Our loan production operations consist of our retail originations program, in which we originate mortgage loans directly with borrowers
through telephone call centers or the Internet, and our correspondent lending program, in which we facilitate, in exchange for a fulfillment fee,
the acquisition by PMT from correspondent sellers of newly originated mortgage loans that have been underwritten to our standards. In certain
cases, we subsequently acquire those loans from PMT.

        Our correspondent lending program is relationship driven. As of June 30, 2013, we worked with 220 approved mortgage lenders, but these
lenders are not contractually obligated to do business with us or PMT, and our competitors also have relationships with these lenders and
actively compete with us in our efforts to expand PMT's network of approved mortgage lenders. In order to increase our loan production
volume, we will need to not only maintain PMT's existing relationships, but also develop PMT's relationships with additional mortgage lenders.
To date, we have grown our loan production volumes with mortgage lenders by providing customer service and turn-around times in the
execution of our fulfillment functions in accordance with the expectations of the mortgage lenders. If we are not able to consistently maintain
this level of execution, our reputation and existing relationships with mortgage lenders could be damaged. We also plan to introduce new
mortgage loan products such as Freddie Mac's Loan Prospector loans and enhanced jumbo loan products to mortgage lenders. We may not be
able to maintain PMT's existing relationships or develop new relationships with mortgage lenders or our new mortgage products may not gain
widespread acceptance.

        Our current volume of retail originations, which is based in large part on the refinancing of existing mortgage loans that we service, is
highly dependent on interest rates and government mortgage modification programs and may decline if interest rates increase or these programs
are terminated. Our retail originations platform may not succeed because of the referral-driven nature of our industry. For
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example, the origination of purchase money mortgage loans is greatly influenced by traditional business clients in the home buying process such
as real estate agents and builders. As a result, our ability to secure relationships with such traditional business clients will influence our ability to
grow our purchase money mortgage loan volume and, thus, our retail originations business. We may not be successful in establishing such
relationships. In addition, to grow our retail originations business, we will need to convert leads regarding prospective borrowers into funded
loans, the success of which depends on the pricing we offer relative to the pricing of our competitors and our operational ability to process,
underwrite and close loans. Institutions that compete with us in this regard may have significantly greater access to capital or resources than we
do, which may give them the benefit of a lower cost of operations.

        Our correspondent lending and retail origination businesses are also subject to overall market factors that can impact our ability to grow our
loan production volume. For example, increased competition from new and existing market participants, reductions in the overall level of
refinancing activity or slow growth in the level of new home purchase activity can impact our ability to continue to grow our loan production
volume, and we may be forced to accept lower margins in our respective businesses in order to continue to compete and keep our volume of
activity consistent with past or projected levels. We believe that changes in supply and demand within the marketplace have been driving lower
margins in recent periods, which would be reflected in our results of operations and in our gains on mortgage loans held for sale. Although
margins on gains from mortgage loans held for sale benefited from wider secondary spreads early in the fourth quarter of 2012, margins
narrowed somewhat as the quarter progressed. While margins remained elevated from a historical perspective during the fourth quarter of 2012,
we have seen evidence of margin normalization in the first half of 2013. If we are unable to grow our loan production volumes or if our margins
become compressed, then our business, financial condition and results of operations could be adversely affected.

Our earnings may decrease because of changes in prevailing interest rates.

        Our profitability is directly affected by changes in prevailing interest rates. The following are the material risks we face related to increases
in prevailing interest rates:

�
an increase in prevailing interest rates could adversely affect our loan production volume because refinancing an existing
loan would be less attractive for homeowners and qualifying for a loan may be more difficult for consumers;

�
an increase in prevailing interest rates would increase the cost of servicing our outstanding debt, including debt related to
servicing advances and loan production; and

�
an increase in prevailing interest rates could increase payments for servicing customers with adjustable rate mortgages and
generate an increase in delinquency, default and foreclosure rates, resulting in an increase in our loan servicing expenses.

        For example, in May, 2013, interest rates on 30-year fixed rate mortgages began to increase, rising from 3.54% in May to 4.49% in
September, according to the Freddie Mac Primary Mortgage Market Survey. Associated with this increase in mortgage rates, mortgage loan
originations in the United States are projected to decline from approximately one trillion dollars in the first half of 2013 to approximately
$630-$700 billion in the second half of 2013, according to current industry estimates.

        The following are the material risks we face related to decreases in prevailing interest rates:

�
a decrease in prevailing interest rates may cause more borrowers to refinance existing loans that we service or may cause the
expected volume of refinancings to increase, which would require us to record a higher level of amortization, impairment or
both on our MSRs; and

�
a decrease in prevailing interest rates could reduce our earnings from our custodial deposit accounts.
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        In addition, we may not be able to adjust our operational capacity in a timely fashion, or at all, in response to increases or decreases in
mortgage production volume resulting from changes in prevailing interest rates.

        Any of the increases or decreases discussed above could have an adverse impact on our business, financial condition or results of
operations.

We may be unable to obtain sufficient capital and liquidity to meet the financing requirements of our business.

        We will require new and continued debt financing to facilitate our anticipated growth. Accordingly, our ability to finance our operations
and repay maturing obligations rests in large part on our ability to borrow money. We are generally required to renew our financing
arrangements each year, which exposes us to refinancing and interest rate risks. See "Management's Discussion and Analysis of Financial
Condition and Results of Operations�Liquidity and Capital Resources." Our ability to refinance existing debt and borrow additional funds is
affected by a variety of factors including:

�
limitations imposed on us under our financing agreements that contain restrictive covenants and borrowing conditions,
which may limit our ability to raise additional debt;

�
any decrease in liquidity in the credit markets;

�
prevailing interest rates;

�
the strength of the lenders from which we borrow, and the regulatory environment in which they operate, including proposed
capital strengthening requirements;

�
limitations on borrowings on credit facilities imposed by the amount of eligible collateral pledged, which may be less than
the borrowing capacity of the credit facility; and

�
accounting changes that may impact calculations of covenants in our debt agreements.

        If we are unable to obtain sufficient capital to meet the financing requirements of our business, our business, financial condition and results
of operations would be materially adversely affected.

We leverage our operations, which may materially and adversely affect our financial condition and results of operations.

        We currently leverage and, to the extent available, we intend to continue to leverage our retail lending operations and our acquisitions of
government-insured loans from PMT through borrowings under repurchase agreements. When we enter into repurchase agreements, we sell
mortgage loans to lenders, which are the repurchase agreement counterparties, and receive cash from the lenders. The lenders are obligated to
resell the same assets back to us at the end of the term of the transaction. The cash that we receive from a lender when we initially sell the assets
to that lender is less than the value of those assets (this difference is referred to as the haircut), so if the lender defaults on its obligation to resell
the same assets back to us we could incur a loss on the transaction equal to the amount of the haircut (assuming that there was no change in the
value of the assets). In addition, repurchase agreements generally allow the counterparties, to varying degrees, to determine a new market value
of the collateral to reflect current market conditions. If a counterparty lender determines that the value of the collateral has decreased, it may
initiate a margin call and require us to either post additional collateral to cover such decrease or repay a portion of the outstanding borrowing.
Should this occur, in order to obtain cash to satisfy a margin call, we may be required to liquidate assets at a disadvantageous time, which could
cause us to incur further losses. If we are unable to satisfy a margin call, our counterparty may sell the collateral, which may result in significant
losses to us.

        Unlike banks, we are not subject to regulatory restrictions on the amount of our leverage. Our total borrowings are only restricted by
covenants in our repurchase agreements and market conditions, and our board of directors may change our target borrowing levels at any time
without the approval of
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our stockholders. Incurring substantial debt subjects us to the risk that our cash flow from operations may be insufficient to repurchase the assets
that we have sold to the lenders under our repurchase agreements.

        Our existing repurchase agreements also impose financial and non-financial covenants and restrictions on us that limit the amount of
indebtedness that we may incur, impact our liquidity through minimum cash reserve requirements, and impact our flexibility to determine our
operating policies and investment strategies. See "Management's Discussion and Analysis of Financial Condition and Results of
Operations�Liquidity and Capital Resources." In our repurchase agreements we make representations about the loans sold under these
agreements, including that the loans were originated in compliance with applicable law. If we default on one of our obligations under a
repurchase agreement or breach our representations, the lender may be able to terminate the transaction, accelerate any amounts outstanding,
require us to repurchase the loans, and cease entering into any other repurchase transactions with us. Because our repurchase agreements
typically contain cross-default provisions, a default that occurs under any one agreement could allow the lenders under our other agreements to
also declare a default. Additional repurchase agreements or other bank credit facilities that we may enter into in the future may contain
additional covenants and restrictions. If we fail to meet or satisfy any of these covenants, we would be in default under these agreements, and
our lenders could elect to declare outstanding amounts due and payable, terminate their commitments, require the posting of additional collateral
and enforce their interests against existing collateral. Any losses that we incur on our repurchase agreements could materially adversely affect
our financial condition and results of operations.

Hedging against interest rate exposure may materially and adversely affect our results of operations and cash flows.

        We pursue hedging strategies to reduce our exposure to adverse changes in interest rates. Our hedging activity will vary in scope based on
the risks hedged, the level of interest rates, the type of investments held, and other changing market conditions. Hedging instruments involve risk
because they often are not traded on regulated exchanges, guaranteed by an exchange or its clearing house, or regulated by any U.S. or foreign
governmental authorities, and our interest rate hedging may fail to protect or could adversely affect us because, among other things:

�
interest rate hedging can be expensive, particularly during periods of rising and volatile interest rates;

�
available interest rate hedging may not correspond directly with the interest rate risk for which protection is sought;

�
the duration of the hedge may not match the duration of the related liability or asset;

�
the credit quality of the hedging counterparty owing money on the hedge may be downgraded to such an extent that it
impairs our ability to sell or assign our side of the hedging transaction; and

�
the hedging counterparty owing the money in the hedging transaction may default on its obligation to pay.

        In addition, we may fail to recalculate, re-adjust and execute hedges in an efficient manner.

        Any hedging activity, which is intended to limit losses, may materially and adversely affect our results of operations and cash flows.
Therefore, while we may enter into such transactions seeking to reduce interest rate risk, unanticipated changes in interest rates may result in
worse overall investment performance than if we had not engaged in any such hedging transactions. A liquid secondary market may not exist for
a hedging instrument purchased or sold, and we may be required to maintain a position until exercise or expiration, which could result in
significant losses. In addition, the degree of
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correlation between price movements of the instruments used in hedging strategies and price movements in the portfolio positions or liabilities
being hedged may vary materially. Moreover, for a variety of reasons, we may not seek to establish a perfect correlation between such hedging
instruments and the portfolio positions or liabilities being hedged. Any such imperfect correlation may prevent us from achieving the intended
hedge and expose us to risk of loss. Numerous regulations currently apply to hedging and any new regulations or changes in existing regulations
may significantly increase our administrative or compliance costs. Our hedging agreements generally provide for the daily mark to market of our
hedge exposures. If a hedge counterparty determines that its exposure to us exceeds its exposure threshold, it may initiate a margin call and
require us to post collateral. If we are unable to satisfy a margin call, we would be in default of our agreement, which could materially adversely
affect our business, financial condition and results of operations.

Our MSRs are highly volatile assets with continually changing values, and these changes in value, or inaccuracies in our estimates of their
value, could adversely affect our financial condition and results of operations.

        The value of our MSRs is based on the cash flows projected to result from the servicing of the related mortgage loans and continually
fluctuates due to a number of factors. These factors include changes in interest rates and other market conditions, which affect the number of
loans that are refinanced and thus no longer result in cash flows, and the number of loans that become delinquent.

        We use internal financial models that utilize market participant data to value our MSRs for purposes of financial reporting and for purposes
of determining the price that we pay to acquire loans for which we will retain MSRs. These models are complex and use asset-specific collateral
data and market inputs for interest and discount rates. In addition, the modeling requirements of MSRs are complex because of the high number
of variables that drive cash flows associated with MSRs. Even if the general accuracy of our valuation models is validated, valuations are highly
dependent upon the reasonableness of our assumptions and the results of the models.

        If loan delinquencies or prepayment speeds are higher than anticipated or other factors perform worse than modeled, the recorded value of
certain of our MSRs may decrease, which would adversely affect our financial condition and results of operations.

Increases in delinquencies and defaults may adversely affect our business, financial condition and results of operations.

        Falling home prices across the United States have resulted in higher loan-to-value ratios, or LTVs, lower recoveries in foreclosure and an
increase in loss severities above those that would have been realized had property values remained the same or continued to increase. Though
housing values have stabilized in some markets, many borrowers do not have sufficient equity in their homes to permit them to refinance their
existing loans, which may reduce the volume or growth of our loan production business. This may also provide borrowers with an incentive to
default on their mortgage loans even if they have the ability to make principal and interest payments. Further, interest rates have remained at
historical lows for an extended period of time. Borrowers with adjustable rate mortgage loans must make larger monthly payments when the
interest rates on those mortgage loans adjust upward from their initial fixed rates or low introductory rates to the rates computed in accordance
with the applicable index and margin. Increases in monthly payments may increase the delinquencies, defaults and foreclosures on a significant
number of the loans that we service.

        Increased mortgage delinquencies, defaults and foreclosures may result in lower revenue for loans that we service for the GSEs, such as
Fannie Mae or Freddie Mac, because we only collect servicing fees from GSEs for performing loans. Additionally, while increased
delinquencies generate higher ancillary fees, including late fees, these fees are not likely to be recoverable in the event that the related loan is
liquidated. In addition, an increase in delinquencies lowers the interest income that we
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receive on cash held in collection and other accounts because there is less cash in those accounts. Also, increased mortgage defaults may
ultimately reduce the number of mortgages that we service.

        Increased mortgage delinquencies, defaults and foreclosures will also result in a higher cost to service those loans due to the increased time
and effort required to collect payments from delinquent borrowers and to liquidate properties or otherwise resolve loan defaults if payment
collection is unsuccessful, and only a portion of these increased costs are recoverable under our servicing agreements. Increased mortgage
delinquencies, defaults and foreclosures may also result in an increase in our interest expense and affect our liquidity as a result of borrowing
under our credit facilities to fund an increase in our advancing obligations.

A disruption in the MBS market could materially adversely affect our business, financial condition and results of operations.

        During the first half of 2013, approximately 54% of the loans that we produced were delivered to Fannie Mae or Freddie Mac to be pooled
into Agency MBS securities and 46% of our loans were originated to FHA guidelines and pooled into Ginnie Mae MBS securities. Disruptions
in the general MBS market have occurred in the past. Any significant disruption or period of illiquidity in the general MBS market would
directly affect our own liquidity and the liquidity of PMT because no existing alternative secondary market would likely be able to accommodate
on a timely basis the volume of loans that we typically sell in any given period. Accordingly, if the MBS market experiences a period of
illiquidity, we might be prevented from selling the loans that we produce into the secondary market in a timely manner or at favorable prices,
which could materially adversely affect our business, financial condition and results of operations.

The geographic concentration of our servicing portfolio may decrease the value of our MSRs and adversely affect our retail lending
business, which would adversely affect our financial condition and results of operations.

        As of June 30, 2013, approximately 37%, 5% and 4% of the aggregate outstanding loan balance in our servicing portfolio was secured by
properties located in California, Florida and Colorado, respectively. These states have experienced severe declines in property values and are
experiencing a disproportionately high rate of delinquencies and foreclosures relative to other states. To the extent that these states continue to
experience weaker economic conditions or greater rates of decline in real estate values than the United States generally, the concentration of
loans that we service in those regions may decrease the value of our MSRs and adversely affect our retail lending business. The impact of
property value declines may increase in magnitude and it may continue for a long period of time. Additionally, if states in which we have greater
concentrations of business were to change their licensing or other regulatory requirements to make our business cost-prohibitive, we may be
required to stop doing business in those states or may be subject to higher cost of doing business in those states, which could materially
adversely affect our business, financial condition and results of operations.

Related Party Risks

We rely on PMT as a significant source of financing for, and revenue related to, our correspondent lending business, and the termination of,
or material adverse change in, the terms of this relationship, or a material adverse change to PMT or its operations, would adversely affect
our business, financial condition and results of operations.

        PMT is the counterparty that currently acquires all of the newly originated mortgage loans in connection with our correspondent lending
businesses. A significant portion of our income is derived from a fulfillment fee earned in connection with PMT's acquisition of conventional
loans. We are able to conduct our correspondent lending business without having to incur the significant additional debt financing that would be
required for us to purchase those loans from the originating lender. In the case
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of government-insured loans, we purchase them from PMT at PMT's cost plus a sourcing fee and fulfill them for our own account, typically by
pooling the federally insured or guaranteed loans together into an MBS which Ginnie Mae guarantees. We earn interest income and gains or
losses during the holding period and upon the sale of these securities, and we retain the MSRs with respect to the loans. If this relationship with
PMT was terminated by PMT or PMT reduced the volume of these loans that it acquires for any reason, we would have to acquire these loans
from the correspondent sellers for our own account, something that we may be unable to do, or enter into another similar counterparty
arrangement with a third party, which we may not be able to enter into on terms that are as favorable to us, or at all. Also, the management
agreement, the mortgage banking and warehouse services agreement and certain of the other agreements that we have entered into with PMT
contain cross-termination provisions that allow PMT to terminate one or more of those agreements under certain circumstances where another
one of such agreements is terminated. Accordingly, the termination of this relationship with PMT, or a material change in the terms thereof that
is adverse to us, would likely adversely affect our business, financial condition and results of operations.

        We expect that PMT will continue to qualify as a REIT for U.S. federal income tax purposes. However, it is possible that PMT may not
meet the requirements for qualification as a REIT. If PMT were to lose its REIT status, corporate-level income tax, including any applicable
alternative minimum tax, would apply to PMT's taxable income at regular corporate rates, thereby potentially impairing PMT's financial position
and its ability to raise capital. Consequently, PMT's failure to qualify as a REIT could impair PMT's ability to continue to acquire loans from
correspondent sellers.

A significant portion of our loan servicing operations are conducted pursuant to subservicing contracts with PMT, and any termination by
PMT of these contracts, or a material change in the terms thereof that is adverse to us, would adversely affect our business, financial
condition and results of operations.

        PMT, as the owner of a substantial number of all of the MSRs or whole loans that we subservice, may, under certain circumstances,
terminate our subservicing contract with or without cause, in some instances with little notice and little to no compensation. Upon any such
termination, it would be difficult to replace such a large volume of subservicing in a short period of time, or perhaps at all. Accordingly, we may
not generate as much revenue from subservicing for other third parties. If we were to have our subservicing terminated by PMT, or if there was a
change in the terms under which we perform subservicing for PMT that was materially adverse to us, this would adversely affect our business,
financial condition and results of operations.

PMT has an exclusive right to acquire the loans that are produced through our correspondent lending program, which may limit the
revenues that we could otherwise earn in respect of those loans.

        Our mortgage banking and warehouse services agreement with PMT requires PLS to provide fulfillment services for correspondent lending
activities exclusively to PMT as long as PMT has the legal and financial capacity to purchase correspondent loans. As a result, unless PMT sells
some of these loans back to us, the revenue that we earn with respect to these loans will be limited to the fulfillment fees that we earn in
connection with the production of these loans, which may be less than the revenues that we might otherwise be able to realize by acquiring these
loans ourselves and selling them in the secondary loan market.

Other Risks

We may be required to indemnify the purchasers of loans that we originate, acquire or assist in the fulfillment of, or repurchase those loans,
if those loans fail to meet certain criteria or characteristics or under other circumstances.

        Our contracts with purchasers of newly originated loans that we fund through our retail lending program or acquire from PMT contain
provisions that require us to indemnify the purchaser of the
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related loans or repurchase those loans under certain circumstances. In addition, our contracts with PMT and the Investment Funds require us to
indemnify those entities with respect to loans for which we provide fulfillment services or repurchase those loans in certain instances. While our
contracts vary, they generally contain provisions that require us to indemnify these parties, or repurchase these loans, if:

�
our representations and warranties concerning loan quality and loan characteristics are inaccurate; or

�
the loans fail to comply with underwriting or regulatory requirements in the current dynamic regulatory environment.

        We believe that, as a result of the current market environment, many purchasers of residential mortgage loans, including the GSEs, are
particularly aware of the conditions under which loan originators or sellers must indemnify them against losses related to purchased loans, or
repurchase those loans, and would benefit from enforcing any repurchase remedies they may have. Our loan sale agreements with purchasers,
including the GSEs, include provisions permitting purchasers to demand that we indemnify them for losses suffered in connection with loans
sold that were originated in violation of applicable law or with other defects or demand repurchase of such loans. Repurchased loans typically
can only be financed at a steep discount to their repurchase price, if at all. They are also typically sold at a significant discount to the unpaid
principal balance. In certain cases, we would have contractual rights to recover from the mortgage lenders from whom loans were acquired
through our correspondent lending program some or all of the amount paid by us in connection with this indemnification, or contractual rights to
cause these mortgage lenders to repurchase these loans from us. Depending on the volume of repurchase and indemnification requests, some of
these mortgage lenders may not be able to financially fulfill their obligation to indemnify us or repurchase loans from us. If a material amount of
recovery cannot be obtained from these mortgage lenders, our business, financial condition and results of operations could be materially and
adversely affected. Although this exposure cannot be quantified with certainty, to recognize these potential indemnification and repurchase
losses, we have recorded a liability of $6.2 million as of June 30, 2013. Because of the increase in our loan originations since 2010, we expect
that indemnification and repurchase requests are likely to increase. Should home values decrease, our realized loan losses from loan
indemnifications and repurchases may increase as well. As such, our indemnification and repurchase costs may increase beyond our current
expectations. See "Management's Discussion and Analysis of Financial Condition and Results of Operations�Gain on Mortgage Loans Held for
Sale." If we are required to indemnify PMT, the Investment Funds or other purchasers against loans, or repurchase loans, that result in losses that
exceed our reserve, this could materially adversely affect our business, financial condition and results of operations.

We depend on the accuracy and completeness of information about borrowers and counterparties and any misrepresented information could
adversely affect our business, financial condition and results of operations.

        In deciding whether to approve loans or to enter into other transactions with borrowers and counterparties in our retail lending and
correspondent lending businesses, we may rely on information furnished to us by or on behalf of borrowers and counterparties, including
financial statements and other financial information. We also may rely on representations of borrowers and counterparties as to the accuracy and
completeness of that information and, with respect to financial statements, on reports of independent auditors. If any of this information is
intentionally or negligently misrepresented and such misrepresentation is not detected prior to loan funding, the value of the loan may be
significantly lower than expected. Whether a misrepresentation is made by the loan applicant, another third party or one of our employees, we
generally bear the risk of loss associated with the misrepresentation. Our controls and processes may not have detected or may not detect all
misrepresented information in our loan originations or from our business clients. Any such misrepresented information could adversely affect
our business, financial condition and results of operations.
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The industry in which we operate is highly competitive, and is likely to become more competitive, and our inability to compete successfully or
decreased margins resulting from increased competition could adversely affect our business, financial condition and results of operations.

        We operate in a highly competitive industry that could become even more competitive as a result of economic, legislative, regulatory and
technological changes. With respect to mortgage loan production, we face competition in such areas as mortgage loan offerings, rates, fees and
customer service. With respect to servicing, we face competition in areas such as fees, performance in reducing delinquencies and entering into
successful modifications.

        Competition in servicing mortgage loans and in originating or acquiring newly originated mortgage loans comes from large commercial
banks and savings institutions and other independent mortgage servicers and originators. Many of these institutions generally have significantly
greater resources and access to capital than we do, which gives them the benefit of a lower cost of funds. Additionally, our existing and potential
competitors may decide to modify their business models to compete more directly with our loan production and servicing models. For example,
other non-bank loan servicers may try to leverage their servicing relationships and expertise to develop or expand a loan origination business.
Since the withdrawal of a number of large participants from these markets following the financial crisis in 2008, there have been relatively few
large non-bank participants. As more non-bank entities enter these markets, our mortgage banking businesses may generate lower margins in
order to effectively compete.

        In addition, technological advances and heightened e-commerce activities have increased consumers' accessibility to products and services.
This has intensified competition among banks and non-banks in offering mortgage loans. We may be unable to compete successfully in our
industries and this could adversely affect our business, financial condition and results of operations.

We are required to make servicing advances that can be subject to delays in recovery or may not be recoverable in certain circumstances,
which could adversely affect our liquidity, business, financial condition and results of operations.

        During any period in which a borrower is not making payments, we are required under most of our servicing agreements in respect of our
MSRs to advance our own funds to meet contractual principal and interest remittance requirements for investors, pay property taxes and
insurance premiums, legal expenses and other protective advances. We also advance funds under these agreements to maintain, repair and
market real estate properties on behalf of investors. As home values change, we may have to reconsider certain of the assumptions underlying
our decisions to make advances and, in certain situations, our contractual obligations may require us to make advances for which we may not be
reimbursed. In addition, if a mortgage loan serviced by us is in default or becomes delinquent, the repayment to us of the advance may be
delayed until the mortgage loan is repaid or refinanced or a liquidation occurs. If we receive requests for advances in excess of amounts that we
are able to secure from our advance credit facility or, in the case of loans that we subservice, from the owner of the MSRs and loans, we may not
be able to fund these advance requests, which could materially and adversely affect our loan servicing business. A delay in our ability to collect
an advance may adversely affect our liquidity, and our inability to be reimbursed for an advance could adversely affect our business, financial
condition and results of operations.

Our counterparties may terminate our servicing rights, which could adversely affect our business, financial condition and results of
operations.

        The owners of the loans that we service may terminate our MSRs if we fail to comply with applicable servicing guidelines. As is standard
in the industry, under the terms of our master servicing agreements with the Agencies in respect of MSRs that we retain in connection with our
retail loan originations, the Agencies have the right to terminate us as servicer of the loans we service on their
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behalf at any time (and, in certain instances, without the payment of any termination fee) and also have the right to cause us to sell the MSRs to a
third party. In addition, the failure to comply with servicing standards could result in termination of our agreements with the Agencies with little
or no notice and without any compensation. If the servicing rights were terminated on a material portion of our servicing portfolio, our business,
financial condition and results of operations could be adversely affected.

Negative public opinion involving Countrywide Financial Corporation and certain of its former officers could damage our reputation and
adversely affect our earnings.

        Certain of our executive officers are former executive officers and senior managers of Countrywide, which has been the subject of various
investigations and lawsuits and ongoing negative publicity. Such executive officers include:

        Stanford Kurland, our Chairman and Chief Executive Officer, who served as a director and, from January 1979 to September 2006, was
employed in a variety of positions, including president, chief financial officer and chief operating officer, at Countrywide Financial Corporation;

        David Spector, our President and Chief Operating Officer, who was the senior managing director, secondary marketing, at Countrywide
Financial Corporation, where he was employed in a variety of positions from May 1990 to August 2006;

        Steve Bailey, our Chief Mortgage Operations Officer, who served as a mortgage servicing executive at Countrywide Financial Corporation
(and Bank of America Corporation, as its successor) from November 2004 until February 2010 and, prior to this role, served as chief executive
officer of Loan Administration for Countrywide Home Loans from May 1985 until June 2008;

        Vandad Fartaj, our Chief Capital Markets Officer, who was employed in a variety of positions at Countrywide Securities Corporation, a
broker-dealer, including vice president, whole loan trading, from November 1999 to April 2008;

        Douglas Jones, our Chief Correspondent Lending Officer, who was the senior managing director, correspondent lending at Countrywide
Home Loans, Inc. (and Bank of America Corporation, as its successor) from July 1997 until May 2011;

        Anne McCallion, our Chief Financial Officer, who was employed by Countrywide Financial Corporation (and Bank of America
Corporation, as its successor), where she worked in a variety of positions, from July 1991 to December 2008, including deputy chief financial
officer and senior managing director, finance; and

        David Walker, our Chief Credit and Enterprise Risk Officer, who, from 1992 to 2007, was employed in a variety of executive positions at
Countrywide Bank, N.A. and its subsidiaries, including chief credit officer for Countrywide Home Loans, Inc. and chief lending officer for
Countrywide Bank, N.A.

        Any existing or future investigations, litigation or negative publicity involving Countrywide, or our officers as a result of their former
association with that entity, may generate negative publicity or media attention for us or adversely impact our business.

        Reputation risk, or the risk to our business, earnings and capital from negative public opinion, is inherent in our business. Negative public
opinion can result from our actual or alleged conduct in any number of activities, including lending and debt collection practices, corporate
governance, and actions taken by government regulators and community organizations in response to those activities. Negative public opinion
can also result from media coverage, whether accurate or not. Negative public opinion or perception can tarnish or otherwise strain our working
relationships with regulators and government agencies, expose us to litigation and regulatory action and adversely affect our ability to attract and
retain customers, trading counterparties and employees.
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Challenges to the MERS® System could materially and adversely affect our business, results of operations and financial condition.

        MERSCORP, Inc. is a privately held company that maintains an electronic registry, referred to as the MERS System that tracks servicing
rights and ownership of loans in the United States. Mortgage Electronic Registration Systems, Inc., or MERS, a wholly-owned subsidiary of
MERSCORP, Inc., can serve as a nominee for the owner of a mortgage loan and in that role initiate foreclosures or become the mortgagee of
record for the loan in local land records. We may choose to use MERS as a nominee. The MERS System is widely used by participants in the
mortgage finance industry.

        Several legal challenges in the courts and by governmental authorities have been made disputing MERS's legal standing to initiate
foreclosures or act as nominee for lenders in mortgages and deeds of trust recorded in local land records. These challenges have focused public
attention on MERS and on how loans are recorded in local land records. Although most legal decisions have accepted MERS as mortgagee,
these challenges could result in delays and additional costs in commencing, prosecuting and completing foreclosure proceedings, conducting
foreclosure sales of mortgaged properties, and submitting proofs of claim in borrower bankruptcy cases.

We may not realize all of the anticipated benefits of potential future acquisitions of MSRs, which could adversely affect our business,
financial condition and results of operations.

        Our ability to realize the anticipated benefits of potential future acquisitions of servicing portfolios will depend, in part, on our ability to
scale up to appropriately service any such assets. The process of acquiring these assets may disrupt our business and may not result in the full
benefits expected. The risks associated with these acquisitions include, among others, unanticipated issues in integrating information regarding
the new loans to be serviced into our information technology systems, and the diversion of management's attention from other ongoing business
concerns. Moreover, if we inappropriately value the assets that we acquire or the value of the assets that we acquire declines after we acquire
them, the resulting charges may negatively affect the carrying value of the assets on our balance sheet and our earnings. See "�Our MSRs are
highly volatile assets with continually changing values, and these changes in value, or inaccuracies in our estimates of their value, could
adversely affect our financial condition and results of operations." If our estimates or assumptions prove to be incorrect, we may be required to
record impairment charges, which could adversely affect our earnings. Furthermore, if we incur additional indebtedness to finance an
acquisition, the acquired servicing portfolio may not be able to generate sufficient cash flow to service that additional indebtedness. Unsuitable
or unsuccessful acquisitions could adversely affect our business, financial condition and results of operations.

Our prime servicing portfolio, which consists primarily of recently originated loans, has a limited performance history, which makes our
future results of operations more difficult to predict.

        The likelihood of mortgage delinquencies and defaults, and the associated risks to our business, including higher costs to service such loans
and a greater risk that we may incur losses due to repurchase or indemnification demands, changes as loans season, or increase in age. Newly
originated loans typically exhibit low delinquency and default rates as the changes in economic conditions, individual financial circumstances
and other factors that drive borrower delinquency often do not appear for months or years. Highly seasoned loan portfolios, in which borrowers
have demonstrated years of performance on their mortgage payments, also tend to exhibit low delinquency and default rates. Most of the loans in
our prime servicing portfolio were originated in the years 2010, 2011, 2012 and 2013. As a result, we expect the delinquency rate and defaults in
the prime servicing portfolio to increase in future periods as the portfolio seasons, but we cannot predict the magnitude of this impact on our
results of operations. In addition, because most of the loans in our portfolios are newly
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originated, it may be difficult to compare our business to our competitors and others that have weathered the economic difficulties in our
industry over the last several years.

Risks Related to our Investment Management Segment

Market conditions could reduce the value of the assets that we manage, which would reduce our management and incentive fees.

        Volatile market conditions could adversely affect our investment management segment in many ways, including by reducing the value of
our assets under management, which could materially reduce our management fee and incentive fee revenues and adversely affect our financial
condition. A significant portion of the fees that we earn under our investment management agreements with clients are based on the value of the
assets that we manage. The prices of the securities and other assets held in the portfolios that we manage and, therefore, our assets under
management may decline due to any number of factors beyond our control, including, among others, a declining housing, stock or bond market,
a general economic downturn, political uncertainty or acts of terrorism. The economic outlook remains uncertain and we continue to operate in a
challenging business environment. If market conditions cause a decline in the value of the assets that we manage, that decline in value would
result in lower management fees and potentially lower incentive fees resulting from reduced performance under our management contracts with
our Advised Entities. If our revenues decline without a commensurate reduction in our expenses, our net income will be reduced and our
business will be negatively affected.

The historical returns on the assets that we select and manage for our clients, and our resulting management and incentive fees, may not be
indicative of future results.

        The historical returns of the assets that we manage should not be considered indicative of the future returns on those assets or future returns
on other assets that we may select for investment by our Advised Entities. The investment performance that is achieved for the assets that we
manage varies over time and the variance can be wide. Accordingly, the management and incentive fees that we have earned in the past based on
those returns should not be considered indicative of the management or incentive fees that we may earn in the future from managing those same
assets or from managing other assets for our Advised Entities. A decline in the investment performance of our managed assets will also
adversely affect our ability to attract and retain clients.

We currently, and in the future may, manage assets for a small number of clients, the loss of any one of which could significantly reduce our
management and incentive fees and have a material adverse effect on our results of operations.

        We currently manage the assets of only the Advised Entities, and the majority of our management and incentive fees result from our
management of PMT. Although the management contract that we have entered into with PMT cannot be terminated without cause, other than
pursuant to cross-termination provisions contained in other agreements that we have entered into with PMT, prior to February 1, 2017 without
the payment of a termination fee, the termination of such contract and the loss of PMT as a client would significantly affect our investment
management segment and negatively impact our management fees, and could have a material adverse effect on our results of operations and
financial condition. Also, because the management agreements we have entered into with the Investment Funds were negotiated between related
parties without the benefit of the type of negotiations normally conducted with unaffiliated third parties, the terms of these agreements, including
the fees payable to us, may prove to be more favorable to us than they would be if these agreements had been negotiated with unaffiliated third
parties. Accordingly, we may not generate as much revenue from management agreements that we enter into with other third parties. In addition,
the Investment Funds are limited-life funds that were established in 2008 with commitment periods that
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ended in 2011 and terms that end in December 2016 with the possibility of three one-year extensions. Accordingly, base fees generated by the
Investment Funds will continue to decline as the assets under management run-off.

Our failure to obtain consent of the Advised Entities in connection with certain dispositions by BlackRock and Highfields may cause us to
breach agreements and lose management and incentive fees earned from such Advised Entities.

        Because PCM is registered under the Investment Advisers Act of 1940, as amended, which we refer to as the "Advisers Act," the
management agreements between us and the Advised Entities would be terminated upon an "assignment" of these agreements without consent,
which assignment may be deemed to occur in the event that PCM was to experience a direct or indirect change of control. Because BlackRock
and Highfields may be deemed to control us, a significant disposition by either of them of their interest in us could trigger an "assignment." We
cannot be certain that consents required to assignments of our investment management agreements will be obtained if a change of control occurs.
"Assignment" of these agreements without consent could cause us to lose the management and incentive fees we earn from such Advised
Entities.

Our failure to comply with the extensive amount of regulation applicable to our investment management segment could materially adversely
affect our business, financial condition and results of operations.

        Our investment management segment is subject to extensive regulation in the United States, primarily at the federal level, including
regulation of PCM by the SEC under the Advisers Act and regulation of PNMAC Mortgage Opportunity Fund LLC, and PNMAC Mortgage
Opportunity Fund, LP under the Investment Company Act of 1940, which we refer to as the "Investment Company Act." The requirements
imposed by our regulators are designed primarily to ensure the integrity of the financial markets and to protect investors in our Advised Entities
and are not designed to protect our stockholders. Consequently, these regulations often serve to limit our activities.

        These requirements relate to, among other things, fiduciary duties to clients, maintaining an effective compliance program, solicitation
agreements, conflicts of interest, recordkeeping and reporting requirements, disclosure requirements, limitations on agency cross and principal
transactions between an adviser and advisory clients and general anti-fraud prohibitions. Similar requirements apply to registered investment
companies and to PCM's management of those companies under the Investment Company Act which, among other things, regulates the
relationship between a registered investment company and its investment adviser and prohibits or severely restricts principal transactions and
joint transactions. Registered investment advisers and registered investment companies are also subject to routine periodic examinations by the
staff of the SEC.

        We also regularly rely on exemptions from various requirements of the Securities Act of 1933, as amended, which we refer to as the
"Securities Act," the Securities Exchange Act of 1934, as amended, which we refer to as the "Exchange Act," the Investment Company Act and
ERISA. These exemptions are sometimes highly complex and may in certain circumstances depend on compliance by third parties and service
providers whom we do not control. If for any reason these exemptions were to be revoked or challenged or otherwise become unavailable to us,
we could be subject to regulatory action or third-party claims, and our business could be materially and adversely affected.

        Our business combines the production and servicing of loans and investment management, which presents particular compliance
challenges. For example, regulations applicable to our investment management business that are easily applied to traditional investments, such
as stocks and bonds, may be more difficult to apply to a portfolio of loans, and the regulations applicable to our investment management
business can require procedures that are uncommon, impractical or difficult in our loan production and servicing business.
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        The failure by us to comply with applicable laws or regulations could result in fines, suspensions of individual employees or other
sanctions, which could materially adversely affect our business, financial condition and results of operations. Even if an investigation or
proceeding did not result in a fine or sanction or the fine or sanction imposed against us or our employees by a regulator were small in monetary
amount, the adverse publicity relating to an investigation, proceeding or imposition of these fines or sanctions could harm our reputation and
cause us to lose existing clients.

Changes in regulations applicable to our investment management segment could materially adversely affect our business, financial
condition and results of operations.

        The legislative and regulatory environment in which we operate has undergone significant changes in the recent past. We believe that
significant regulatory changes in the investment management industry are likely to continue, which is likely to subject industry participants to
additional, more costly and generally more detailed regulation. New laws or regulations, or changes in the enforcement of existing laws or
regulations, applicable to us and our clients may adversely affect our business. Our ability to function in this environment will depend on our
ability to monitor and promptly react to legislative and regulatory changes.

        Certain provisions of the Dodd-Frank Act will, and other provisions may, increase regulatory burdens and reporting and related compliance
costs on our investment management segment. The scope of many provisions of the Dodd-Frank Act is being determined by implementing
regulations, some of which will require lengthy proposal and promulgation periods. Moreover, the Dodd-Frank Act mandates many regulatory
studies, some of which pertain directly to the investment management industry, which could lead to additional legislation or regulation. The SEC
requires investment advisers such as us that are registered with the SEC and advise one or more private funds to provide certain information on
Form PF about their funds and assets under management, including the amount of borrowings, concentration of ownership and other
performance information. The Dodd-Frank Act will affect a broad range of market participants with whom we interact or may interact, including
banks, non-bank financial institutions, rating agencies, mortgage brokers, credit unions, insurance companies and broker-dealers, and may cause
us to become subject to further regulation by the Commodity Futures Trading Commission. Regulatory changes that will affect other market
participants are likely to change the way in which we conduct business with our counterparties. The uncertainty regarding the continued
implementation of the Dodd-Frank Act and its impact on the investment management industry and us cannot be predicted at this time but will
continue to be a risk for our business.

        In addition, as a result of the recent economic downturn, acts of serious fraud in the investment management industry and perceived lapses
in regulatory oversight, U.S. and non-U.S. governmental and regulatory authorities may increase regulatory oversight of our investment
management segment. We may be adversely affected as a result of new or revised legislation or regulations imposed by the SEC, other U.S. or
non-U.S. governmental regulatory authorities or self-regulatory organizations that supervise the financial markets. We also may be adversely
affected by changes in the interpretation or enforcement of existing laws and rules by these governmental authorities and self-regulatory
organizations, as well as by U.S. and non-U.S. courts. It is impossible to determine the extent of the impact of any new laws, regulations or
initiatives that may be proposed on us or the markets in which we trade, or whether any of the proposals will become law. Compliance with any
new laws or regulations could add to our compliance burden and costs and adversely affect the manner in which we conduct business, as well as
our financial condition and results of operations.
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We may encounter conflicts of interest in trying to appropriately allocate our time and services between our own activities and the accounts
that we manage, or in trying to appropriately allocate investment opportunities among ourselves and the accounts that we manage.

        Pursuant to our management agreements with PMT and the Investment Funds, we are obligated to provide PMT and the Investment Funds
with the services of our senior management team, and the members of that team are required to devote such time to us as is necessary and
appropriate, commensurate with the level of activity of PMT and the Investment Funds. The members of our senior management team may have
conflicts in allocating their time and services between our operations and the activities of PMT, the Investment Funds and other entities or
accounts managed by us now or in the future.

        Certain of the funds that we currently advise have, and certain of the funds that we may in the future advise may have, overlapping
investment objectives, including funds which have different fee structures, and potential conflicts may arise with respect to our decisions
regarding how to allocate investment opportunities among those funds. In addition, we and the other entities or accounts that we manage now or
in the future may participate in some of PMT's investments, which may not be the result of arm's length negotiations and may involve or later
result in potential conflicts between our interests in the investments and those of PMT or such other entities.

Our failure to deal appropriately with conflicts of interest could damage our reputation and adversely affect our business.

        As we have expanded the scope of our businesses, we increasingly confront potential conflicts of interest relating to the investment
activities that we manage for our clients. In addition, investors in our clients may perceive conflicts of interest regarding investment decisions
for funds in which our executive officers, who have made and may continue to make personal investments, are personally invested. Similarly,
conflicts of interest may exist regarding decisions about the allocation of specific investment opportunities between funds in which we receive
an allocation of profits as the general partner and funds in which we do not.

        The SEC and other regulators have increased their scrutiny of potential conflicts of interest, and as we expand the scope of our business and
our client base, we must continue to monitor and address any conflicts between our interests and those of our clients. We have implemented
procedures and controls to be followed when real or potential conflicts of interest arise, but it is possible that potential or perceived conflicts
could give rise to the dissatisfaction of, or litigation by, investors in our client entities or regulatory enforcement actions. Appropriately dealing
with conflicts of interest is complex and difficult and our reputation could be damaged if we fail, or appear to fail, to deal appropriately with one
or more potential or actual conflicts of interest. Regulatory scrutiny, litigation or reputational risk incurred in connection with conflicts of
interest would adversely affect our business in a number of ways, including a reluctance of counterparties to do business with us, and may
adversely affect our results of operations.

The investment management industry is intensely competitive.

        The investment management industry is intensely competitive, with competition based on a variety of factors, including investment
performance, management fee rates, continuity of the management team and client relationships, reputation and the continuity of buying and
selling arrangements with intermediaries. A number of factors, including the following, serve to increase our competitive risks:

�
a number of our competitors have greater financial, technical, marketing and other resources, more comprehensive name
recognition and more personnel than we do;

�
potential competitors have a relatively low cost of entering the investment management industry;
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�
some investors may prefer to invest with a manager that is not publicly traded based on the perception that a publicly traded
investment manager may focus on the manager's own growth to the detriment of asset performance for clients;

�
other industry participants, hedge funds and alternative investment managers may seek to recruit our investment
professionals; and

�
some competitors charge lower fees for their investment services than we do.

If we are unable to compete effectively, our results of operations may be materially adversely affected.

We are subject to third-party litigation risk, which could result in significant liabilities and reputational harm to us.

        In general, we will be exposed to the risk of litigation by investors in our client funds if our management of or advice to any Advised Entity
is alleged to constitute gross negligence or willful misconduct. Investors could sue us to recover amounts lost by those entities due to our alleged
misconduct, up to the entire amount of loss. Further, we may be subject to litigation arising from investor dissatisfaction with the performance of
entities that we manage or from allegations that we improperly exercised control or influence over those entities. In addition, we are exposed to
risks of litigation or investigation relating to transactions which presented conflicts of interest that were not properly addressed. In such actions
we would be obligated to bear legal, settlement and other costs (which may be in excess of available insurance coverage). In addition, although
we are generally indemnified by the entities that we manage, our rights to indemnification may be challenged. If we are required to incur all or a
portion of the costs arising out of litigation or investigations as a result of inadequate insurance proceeds or failure to obtain indemnification
from the entities that we manage, our results of operations, financial condition and liquidity would be materially adversely affected.

Risks Relating to Our Business in General

We have experienced rapid growth, which may be difficult to sustain and which may place significant demands on our administrative,
operational and financial resources.

        Our servicing portfolio, measured in UPB, and annual loan production have grown from approximately $5.4 billion and $69.2 million,
respectively, at and for the year ended December 31, 2010 to $44.4 billion and $17.8 billion, respectively, at and for the first half of 2013. Our
rapid growth has caused, and if it continues will continue to cause, significant demands on our legal, accounting and operational infrastructure,
and increased expenses. In addition, we are required to continuously develop our systems and infrastructure in response to the increasing
sophistication of the investment management and mortgage lending markets and legal, accounting and regulatory developments relating to all of
our business activities. Our future growth will depend, among other things, on our ability to maintain an operating platform and management
system sufficient to address our growth and will require us to incur significant additional expenses and to commit additional senior management
and operational resources. As a result, we face significant challenges in:

�
maintaining adequate financial and business controls;

�
implementing new or updated information and financial systems and procedures; and

�
training, managing and appropriately sizing our work force and other components of our business on a timely and
cost-effective basis.

        We may not be able to manage our expanding operations effectively and we may not be able to continue to grow, and any failure to do so
could adversely affect our ability to generate revenue and control our expenses.
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Accounting rules for certain of our transactions are highly complex and involve significant judgment and assumptions. Changes in
accounting interpretations or assumptions could impact our financial statements.

        Accounting rules for mortgage loan sales and securitizations, valuations of financial instruments and MSRs, investment consolidations and
other aspects of our operations are highly complex and involve significant judgment and assumptions. These complexities could lead to a delay
in preparation of financial information and the delivery of this information to our stockholders and also increase the risk of errors and
restatements, as well as the cost of compliance. Changes in accounting interpretations or assumptions could impact our financial statements and
our ability to timely prepare our financial statements. Although we are an emerging growth company, we are electing to comply with new public
company accounting standards. Our inability to timely prepare our financial statements in the future would likely adversely affect our share price
significantly.

If we fail to maintain an effective system of internal controls, we may not be able to accurately determine our financial results or prevent
fraud. As a result, our stockholders could lose confidence in our financial results, which could harm our business and the market value of
our common shares.

        Effective internal controls are necessary for us to provide reliable financial reports and effectively prevent fraud. We may in the future
discover areas of our internal controls that need improvement. Section 404 of the Sarbanes-Oxley Act of 2002 will require us to continue to
evaluate and to report on our internal controls over financial reporting. We cannot be certain that we will be successful in continuing to maintain
adequate control over our financial reporting and financial processes. Furthermore, as we rapidly grow our business, our internal controls will
become more complex, and we will require significantly more resources to ensure our internal controls remain effective. If we or our
independent auditors discover a material weakness, the disclosure of that fact, even if quickly remedied, could reduce the market value of shares
of our Class A common stock. Additionally, the existence of any material weakness or significant deficiency would require management to
devote significant time and incur significant expense to remediate any such material weaknesses or significant deficiencies and management
may not be able to remediate any such material weaknesses or significant deficiencies in a timely manner.

The loss of the services of our senior managers could adversely affect our business.

        The experience of our senior managers is a valuable asset to us. Our management team has significant experience in the residential
mortgage loan production and servicing industry and the investment management industry. We do not maintain key life insurance policies
relating to our senior managers. The loss of the services of our senior managers for any reason could adversely affect our business.

Our business could suffer if we fail to attract and retain a highly skilled workforce.

        Our future success will depend on our ability to identify, hire, develop, motivate and retain highly qualified personnel for all areas of our
organization, in particular skilled managers, loan officers, underwriters, loan servicers and debt default specialists. Trained and experienced
personnel are in high demand and may be in short supply in some areas. Many of the companies with which we compete for experienced
employees have greater resources than we have and may be able to offer more attractive terms of employment. In addition, we invest significant
time and expense in training our employees, which increases their value to competitors who may seek to recruit them. We may not be able to
attract, develop and maintain an adequate skilled workforce necessary to operate our businesses and labor expenses may increase as a result of a
shortage in the supply of qualified personnel. If we are unable to attract and retain such personnel, we may not be able to take advantage of
acquisitions and other growth opportunities that may be presented to us and this could materially affect our business, financial condition and
results of operations.
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The success and growth of our business will depend upon our ability to adapt to and implement technological changes.

        Our mortgage loan production business is currently dependent upon our ability to effectively interface with our borrowers, mortgage
lenders and other third parties and to efficiently process loan applications and closings. The retail and correspondent lending processes are
becoming more dependent upon technological advancement, such as our continued ability to process applications over the Internet, accept
electronic signatures, provide process status updates instantly and other borrower- or counterparty-expected conveniences. Maintaining and
improving this new technology and becoming proficient with it may also require significant capital expenditures. As these requirements increase
in the future, we will have to fully develop these technological capabilities to remain competitive and any failure to do so could adversely affect
our business, financial condition and results of operations.

Technology failures could damage our business operations and increase our costs, which could adversely affect our business, financial
condition and results of operations.

        The financial services industry as a whole is characterized by rapidly changing technologies, and system disruptions and failures caused by
fire, power loss, telecommunications failures, unauthorized intrusion, computer viruses and disabling devices, natural disasters and other similar
events may interrupt or delay our ability to provide services to our customers. Security breaches, acts of vandalism and developments in
computer capabilities could result in a compromise or breach of the technology that we use to protect our customers' personal information and
transaction data. Despite our efforts to ensure the integrity of our systems, it is possible that we may not be able to anticipate or implement
effective preventive measures against all security breaches, especially because the methods of attack change frequently or are not recognized
until launched, and because security attacks can originate from a wide variety of sources, including third parties such as persons involved with
organized crime or associated with external service providers. Those parties may also attempt to fraudulently induce employees, customers or
other users of our systems to disclose sensitive information in order to gain access to our data or that of our customers or clients. These risks
may increase in the future as we continue to increase our reliance on the Internet and use of web-based product offerings.

        A successful penetration or circumvention of the security of our systems or a defect in the integrity of our systems or cyber security could
cause serious negative consequences for our business, including significant disruption of our operations, misappropriation of our confidential
information or that of our customers, or damage to our computers or operating systems and to those of our customers and counterparties. Any of
the foregoing events could result in violations of applicable privacy and other laws, financial loss to us or to our customers, loss of confidence in
our security measures, customer dissatisfaction, significant litigation exposure and harm to our reputation, all of which could adversely affect
our business, financial condition and results of operations.

Terrorist attacks and other acts of violence or war may affect the real estate industry generally and our business, financial condition and
results of operations.

        The terrorist attacks on September 11, 2001 disrupted the U.S. financial markets, including the real estate capital markets, and negatively
impacted the U.S. economy in general. Any future terrorist attacks, the anticipation of any such attacks, the consequences of any military or
other response by the United States and its allies, and other armed conflicts could cause consumer confidence and spending to decrease or result
in increased volatility in the United States and worldwide financial markets and economy. The economic impact of these events could also
adversely affect the credit quality of some of our loans and investments and the properties underlying our interests.

        We may suffer losses as a result of the adverse impact of any future attacks and these losses may adversely impact our performance and
may cause the market value of our common shares to decline or
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be more volatile. A prolonged economic slowdown, recession or declining real estate values could impair the performance of our investments
and harm our financial condition and results of operations, increase our funding costs, limit our access to the capital markets or result in a
decision by lenders not to extend credit to us. We cannot predict the severity of the effect that potential future armed conflicts and terrorist
attacks would have on us. Losses resulting from these types of events may not be fully insurable.

Risks Related to Our Organizational Structure

PennyMac Financial Services, Inc.'s only material asset is its interest in PNMAC and its subsidiaries, and it is accordingly dependent upon
distributions from PNMAC and its subsidiaries to pay taxes, make payments under the tax receivable agreement or pay dividends.

        PennyMac Financial Services, Inc. is a holding company and has no material assets other than its ownership of Class A Units of PNMAC.
PennyMac Financial Services, Inc. has no independent means of generating revenue. PennyMac Financial Services, Inc. is required to pay tax on
its allocable share of the taxable income of PNMAC without regard to whether PNMAC distributes any cash or other property to PennyMac
Financial Services, Inc. PennyMac Financial Services, Inc. intends to cause PNMAC to make distributions to its unit holders in an amount
sufficient to cover all applicable taxes at assumed tax rates, payments under the tax receivable agreement and dividends, if any, declared by it.
To the extent that PennyMac Financial Services, Inc. needs funds, and PNMAC is restricted from making such distributions under applicable
law or regulation or under the terms of our financing arrangements, or is otherwise unable to provide such funds, it could materially adversely
affect our liquidity and financial condition.

We will be required to pay the owners of PNMAC other than us for certain tax benefits that we may claim, and the amounts we may pay
could be significant.

        As described in "Organizational Structure," we have entered into a tax receivable agreement with the owners of PNMAC other than us that
provides for the payment by PennyMac Financial Services, Inc. to those owners of 85% of the tax benefits, if any, that PennyMac Financial
Services, Inc. is deemed to realize under certain circumstances as a result of (i) increases in tax basis resulting from exchanges of Class A Units
of PNMAC and (ii) certain other tax benefits related to our entering into the tax receivable agreement, including tax benefits attributable to
payments under the tax receivable agreement. See "Certain Relationships and Related Party Transactions�Tax Receivable Agreement."

        We expect that the payments that we may make under the tax receivable agreement will be substantial. It is possible that future transactions
or events could increase or decrease the actual tax benefits realized and the corresponding tax receivable agreement payments. There may be a
material negative effect on our liquidity if, as a result of timing discrepancies or otherwise, the payments under the tax receivable agreement
exceed the actual benefits we realize in respect of the tax attributes subject to the tax receivable agreement or distributions to PennyMac
Financial Services, Inc. by PNMAC are not sufficient to permit PennyMac Financial Services, Inc. to make payments under the tax receivable
agreement after it has paid taxes. Furthermore, our obligations to make payments under the tax receivable agreement could make us a less
attractive target for an acquisition, particularly in the case of an acquirer that cannot use some or all of the tax benefits that are deemed realized
under the tax receivable agreement. The payments under the tax receivable agreement are not conditioned upon the continued ownership of us
by owners of PNMAC.
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In certain cases, payments under the tax receivable agreement to owners of PNMAC other than us may be accelerated and/or significantly
exceed the actual benefits we realize in respect of the tax attributes subject to the tax receivable agreement.

        The tax receivable agreement provides that upon certain mergers, asset sales, other forms of business combinations or other changes of
control, or if, at any time, we elect an early termination of the tax receivable agreement, the corporate taxpayer's (or its successor's) obligations
with respect to exchanged or acquired Class A Units of PNMAC (whether exchanged or acquired before or after such transaction) would be
based on certain assumptions, including that the corporate taxpayer would have sufficient taxable income to fully utilize the deductions arising
from the increased tax deductions and tax basis and other benefits related to entering into the tax receivable agreement. As a result, we could be
required to make payments under the tax receivable agreement that are greater than or less than the percentage specified in the tax receivable
agreement of the actual benefits that we realize in respect of the tax attributes that are subject to the tax receivable agreement. Also, if we elect to
terminate the tax receivable agreement early, we would be required to make an immediate payment equal to the present value of the anticipated
future tax benefits, which upfront payment may be made years in advance of the actual realization of such future benefits (if any). In these
situations, our obligations under the tax receivable agreement could have a substantial negative impact on our liquidity, as well as our
attractiveness as a target for an acquisition. In addition, we may not be able to finance our obligations under the tax receivable agreement.

        Payments under the tax receivable agreement will be based on the tax reporting positions that we determine. Although we are not aware of
any issue that would cause the Internal Revenue Service, or IRS, to challenge a tax basis increase, PennyMac Financial Services, Inc. will not be
reimbursed for any payments previously made under the tax receivable agreement. As a result, in certain circumstances, payments could be
made under the tax receivable agreement in excess of the benefits that the corporate taxpayer actually realizes in respect of (i) increases in tax
basis resulting from exchanges of Class A Units of PNMAC and (ii) certain other tax benefits related to our entering into the tax receivable
agreement, including tax benefits attributable to payments under the tax receivable agreement.

Owners of PNMAC other than us will initially be able to significantly influence the outcome of votes of our outstanding shares of Class A
common stock, and their interests may differ from those of our public stockholders.

        Pursuant to separate stockholder agreements with BlackRock and Highfields, each of BlackRock and Highfields has the right to nominate
one or two individuals for election to our board of directors, depending on the percentage of the voting power of our outstanding shares of
Class A and Class B common stock that it holds, and we are obligated to use our best efforts to cause the election of those nominees. In addition,
these stockholder agreements require that we obtain the consent of BlackRock and Highfields with respect to amendments to our certificate of
incorporation or bylaws, and the limited liability company agreement of PNMAC requires the consent of BlackRock and Highfields for us to
conduct certain activities. As a result, each of BlackRock and Highfields may be able to significantly influence our management and affairs. In
addition, as a result of the size of their individual equity holding they will initially be able to significantly influence the outcome of all matters
requiring stockholder approval, including mergers and other material transactions, and may be able to cause or prevent a change in the
composition of our board of directors or a change in control of our company that could deprive our stockholders of an opportunity to receive a
premium for their Class A common stock as part of a sale of our company and might ultimately affect the market price of our Class A common
stock.

        In addition, because they hold their ownership interest in our business through PNMAC, rather than through the public company, these
owners may have conflicting interests with holders of shares of
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our Class A common stock. For example, other owners of PNMAC may have different tax positions from us which could influence their
decisions regarding whether and when to dispose of assets, whether and when to incur new or refinance existing indebtedness, especially in light
of the existence of the tax receivable agreement that we entered into in connection with the initial public offering of our Class A common stock,
and whether and when PennyMac Financial Services, Inc. should terminate the tax receivable agreement and accelerate its obligations
thereunder. In addition, the structuring of future transactions may take into consideration these owners' tax or other considerations even where
no similar benefit would accrue to us. See "Certain Relationships and Related Party Transactions�Tax Receivable Agreement."

We may not pay dividends on our common stock in the foreseeable future.

        PennyMac Financial Services, Inc. is entitled to receive a pro rata portion of the tax distributions made by PNMAC. The cash received from
such distributions will first be used to satisfy any tax liability of PennyMac Financial Services, Inc. and then to make any payments under the tax
receivable agreement with the owners of PNMAC other than us. The declaration, amount and payment of any dividends on shares of Class A
common stock with respect to any remaining excess cash will be at the sole discretion of our board of directors. Our board of directors may take
into account general and economic conditions, our financial condition and operating results, our available cash and current and anticipated cash
needs, capital requirements, contractual, legal, tax and regulatory restrictions and implications on the payment of dividends by us to our
stockholders or by our subsidiaries to us, and such other factors as our board of directors may deem relevant. We may also enter into credit
agreements or other borrowing arrangements in the future that restrict or limit our ability to pay cash dividends on our common stock.
Accordingly, we may not pay any dividends on our common stock in the foreseeable future. See "Dividend Policy."

Our certificate of incorporation contains provisions renouncing our interest and expectancy in certain corporate opportunities identified by
or presented to BlackRock and Highfields.

        BlackRock, Highfields and their respective affiliates are in the business of providing capital to growing companies, and may acquire
interests in businesses that directly or indirectly compete with certain portions of our business. Our certificate of incorporation provides that
neither BlackRock nor Highfields nor their respective affiliates has any duty to refrain from (i) engaging, directly or indirectly, in a corporate
opportunity in the same or similar lines of business in which we now engage or propose to engage, or (ii) doing business with any of our clients,
customers or vendors. In the event that either of BlackRock or Highfields or their respective affiliates acquires knowledge of a potential
transaction or other business opportunity which may be a corporate opportunity for itself or its affiliates and for us or our affiliates other than in
the capacity as one of our officers or directors, then neither BlackRock nor Highfields has any duty to communicate or offer such transaction or
business opportunity to us and may take any such opportunity for themselves or offer it to another person or entity. Neither BlackRock nor
Highfields nor any officer, director or employee thereof, shall be liable to us or to any of our stockholders (or any affiliates thereof) for breach of
any fiduciary or other duty by engaging in any such activity and we waive and renounce any claim based on such activity. This provision applies
even if the business opportunity is one that we might reasonably be deemed to have pursued or had the ability or desire to pursue if granted the
opportunity to do so. Our separate stockholder agreements with BlackRock and Highfields provide that any amendment or repeal of the
provisions related to corporate opportunities described above requires the consent of each of BlackRock and Highfields as long as it, or any of its
affiliates, holds any equity interest in us. These potential conflicts of interest could have a material adverse effect on our business, financial
condition, results of operations or prospects if attractive corporate opportunities are allocated by BlackRock or Highfields to themselves or their
other affiliates instead of to us. The terms of our certificate of incorporation are more fully described in "Description of Capital Stock�Corporate
Opportunity."
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Anti-takeover provisions in our charter documents and Delaware law might discourage or delay acquisition attempts for us that you might
consider favorable.

        Our certificate of incorporation and bylaws contain provisions that may make the acquisition of our company more difficult without the
approval of our board of directors. Among other things, these provisions:

�
authorize the issuance of undesignated preferred stock, the terms of which may be established and the shares of which may
be issued without stockholder approval, and which may include super voting, special approval, dividend, or other rights or
preferences superior to the rights of the holders of Class A common stock;

�
prohibit stockholder action by written consent unless the matter as to which action is being taken has been approved by our
board of directors, which requires all stockholder actions regarding matters not approved by our board of directors to be
taken at a meeting of our stockholders;

�
provide that our board of directors is expressly authorized to make, alter, or repeal our bylaws, (provided that, if that action
adversely affects BlackRock or Highfields when that entity, together with its affiliates, holds at least 5% of the voting power
of our outstanding shares of capital stock, our stockholder agreements provide that such action must be approved by that
entity);

�
establish advance notice requirements for nominations for elections to our board or for proposing matters that can be acted
upon by stockholders at stockholder meetings; and

�
prevent us from selling substantially all of our assets or completing a merger or other business combination that constitutes a
change of control without the approval of a majority of those of our directors who are not also our officers.

        These anti-takeover provisions and other provisions under Delaware law could discourage, delay or prevent a transaction involving a
change in control of our company, including actions that our stockholders may deem advantageous, or negatively affect the trading price of our
Class A common stock. These provisions could also discourage proxy contests and make it more difficult for you and other stockholders to elect
directors of your choosing and to cause us to take other corporate actions you desire.

Risks Related to Our Class A Common Stock

We are an "emerging growth company" and as a result of the reduced disclosure and governance requirements applicable to emerging
growth companies, our common stock may be less attractive to investors.

        We are an "emerging growth company" as defined in the JOBS Act, and we intend to take advantage of certain exemptions from various
reporting requirements that are applicable to other public companies that are not emerging growth companies, including not being required to
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on
executive compensation and stockholder approval of any golden parachute payments not previously approved. We cannot predict if investors
will find our common stock less attractive because we will rely on these exemptions. If some investors find our common stock less attractive as
a result, there may be a less active trading market for our common stock and our stock price may be more volatile. We may take advantage of
these reporting exemptions until we are no longer an emerging growth company. We will remain an emerging growth company until the earlier
of (1) the last day of the fiscal year (a) following the fifth anniversary of the completion of the initial public offering of our Class A common
stock, (b) in which we have total annual gross revenue of at least $1.0 billion, or (c) in which we are deemed to be a large
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accelerated filer, which means the market value of our Class A common stock that is held by non-affiliates exceeds $700.0 million as of the prior
June 30th, and (2) the date on which we have issued more than $1.0 billion in non-convertible debt during the prior three-year period.

        Under Section 107(b) of the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards until such
time as those standards apply to private companies. We have irrevocably elected not to avail ourselves of this exemption from new or revised
accounting standards and, therefore, we will be subject to the same new or revised accounting standards as other public companies that are not
emerging growth companies.

The market price and trading volume of our Class A common stock may be volatile, which could result in rapid and substantial losses for our
stockholders.

        The market price of our Class A common stock has fluctuated significantly in the past and may be highly volatile in the future and could be
subject to wide fluctuations. In addition, the trading volume in our Class A common stock may fluctuate and cause significant price variations to
occur. If the market price of our Class A common stock declines significantly, you may be unable to resell your shares at or above your purchase
price, if at all. The market price of our Class A common stock may decline significantly in the future. Some of the factors that could negatively
affect our share price or result in fluctuations in the price or trading volume of our Class A common stock include:

�
variations in our quarterly or annual operating results;

�
changes in our earnings estimates (if provided) or differences between our actual financial and operating results and those
expected by investors and analysts;

�
the contents of published research reports about us or our industry or the failure of securities analysts to cover our Class A
common stock;

�
additions or departures of key management personnel;

�
any increased indebtedness we may incur in the future;

�
announcements by us or others and developments affecting us;

�
actions by institutional stockholders;

�
litigation and governmental investigations;

�
changes in market valuations of similar companies;

�
speculation or reports by the press or investment community with respect to us or our industry in general;

�
increases in market interest rates that may lead purchasers of our shares to demand a higher yield;

�
announcements by us or our competitors of significant contracts, acquisitions, dispositions, strategic relationships, joint
ventures or capital commitments; and
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�
general market, political and economic conditions, including any such conditions and local conditions in the markets in
which our customers are located.

        These broad market and industry factors may decrease the market price of our Class A common stock, regardless of our actual operating
performance. The stock market in general has from time to time experienced extreme price and volume fluctuations, including in recent months.
In addition, in the past, following periods of volatility in the overall market and the market price of a company's securities, securities class action
litigation has often been instituted against these companies. This
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litigation, if instituted against us, could result in substantial costs and a diversion of our management's attention and resources.

Future offerings of debt or equity securities by us may adversely affect the market price of our Class A common stock.

        In the future, we may attempt to obtain financing or to further increase our capital resources by issuing additional shares of our Class A
common stock or offering debt or other equity securities, including commercial paper, medium-term notes, senior or subordinated notes, debt
securities convertible into equity or shares of preferred stock. In particular, we intend to seek opportunities to acquire loan servicing portfolios.
Future acquisitions could require substantial additional capital in excess of cash from operations. We would expect to obtain the capital required
for acquisitions through a combination of additional issuances of equity, corporate indebtedness, asset-backed acquisition financing and/or cash
from operations.

        Issuing additional shares of our Class A common stock or other equity securities or securities convertible into equity may dilute the
economic and voting rights of our existing stockholders or reduce the market price of our Class A common stock or both. Upon liquidation,
holders of such debt securities and preferred shares, if issued, and lenders with respect to other borrowings would receive a distribution of our
available assets prior to the holders of our Class A common stock. Debt securities convertible into equity could be subject to adjustments in the
conversion ratio pursuant to which certain events may increase the number of equity securities issuable upon conversion. Preferred shares, if
issued, could have a preference with respect to liquidating distributions or a preference with respect to dividend payments that could limit our
ability to pay dividends to the holders of our Class A common stock. Our decision to issue securities in any future offering will depend on
market conditions and other factors beyond our control, which may adversely affect the amount, timing or nature of our future offerings. In
addition, the limited liability company agreement of PNMAC provides that new classes of units or other equity interests of PNMAC may be
issued to third parties other than PennyMac Financial Services, Inc. only with the approval of BlackRock and Highfields as long as they, or any
of their affiliates, hold any Class A Units of PNMAC. Any such issuance will dilute the ownership of holders of our Class A common stock in
substantially all of our operating assets. Thus, holders of our Class A common stock bear the risk that our future offerings, including any future
offerings by PNMAC, may reduce the market price of our Class A common stock and dilute their stockholdings in us. See "Description of
Capital Stock."

The market price of our Class A common stock could be negatively affected by sales of substantial amounts of our Class A common stock in
the public markets.

        Sales of substantial numbers of shares of our Class A common stock, including shares issued upon the exchange of Class A Units of
PNMAC, in the public market, or the perception that such sales could occur, could adversely affect the market price of our Class A common
stock and could impair our future ability to raise capital through the sale of equity securities or equity-related securities.

        As of September 26, 2013, we have a total of 18,887,777 shares of our Class A common stock outstanding. All of the 12,777,777 shares of
Class A common stock sold in our initial public offering, the 43,973,679 shares of Class A common stock to be sold as contemplated in this
prospectus, and the 23,047,133 shares initially issuable under our 2013 Equity Incentive Plan, which shares have been registered on a
registration statement on Form S-8 under the Securities Act and include 19,140,700 shares issuable under that plan upon the exchange of
Class A Units of PNMAC, will be freely tradable without restriction or further registration under the Securities Act, except for any shares which
may be held or acquired by our "affiliates," as that term is defined in Rule 144 promulgated under the Securities Act, which shares will be
subject to the volume limitations and other restrictions of Rule 144
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described below and shares subject to lock-up agreements, the restrictions of which lapse on November 5, 2013.

        A decline in the price of our Class A common stock might impede our ability to raise capital through the issuance of additional Class A
common stock or other equity securities.

The future issuance of additional Class A common stock in connection with our incentive plans, acquisitions or otherwise will dilute all
other stockholdings.

        As of September 26, 2013, we have an aggregate of 120,204,679 shares of Class A common stock authorized but unissued and not reserved
for issuance under our 2013 Equity Incentive Plan or upon the exchange of Class A Units of PNMAC. We may issue all of these shares of
Class A common stock without any action or approval by our stockholders, subject to certain exceptions. We also intend to continue to evaluate
acquisition opportunities and may issue Class A common stock in connection with these acquisitions. Any Class A common stock issued in
connection with our incentive plans, acquisitions, the exercise of outstanding stock options or otherwise would dilute the percentage ownership
held by investors who purchase Class A common stock.

40

Edgar Filing: PENNYMAC FINANCIAL SERVICES, INC. - Form 424B3

45



Table of Contents

 SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

        This prospectus contains forward-looking statements, which reflect our current views with respect to, among other things, our operations
and financial performance. You can identify these forward-looking statements by the use of words such as "outlook," "believes," "expects,"
"potential," "continues," "may," "will," "should," "seeks," "approximately," "predicts," "intends," "plans," "estimates," "anticipates" or the
negative version of these words or other comparable words. Such forward-looking statements are subject to various risks and uncertainties.
Accordingly, there are or will be important factors that could cause actual outcomes or results to differ materially from those indicated in these
statements. We believe these factors include but are not limited to those described under "Risk Factors" and include, among other things:

�
The continually changing federal, state and local laws and regulations applicable to the highly regulated industry in which
we operate;

�
Lawsuits or governmental actions if we do not comply with the laws and regulations applicable to our businesses;

�
The creation of the CFPB, its recently issued and future rules and the enforcement thereof by the CFPB;

�
Changes in existing U.S. government-sponsored entities, their current roles or their guarantees or guidelines;

�
Changes to government mortgage modification programs;

�
The licensing and operational requirements of states and other jurisdictions applicable to our businesses, to which our bank
competitors are not subject;

�
Foreclosure delays and changes in foreclosure practices;

�
Certain banking regulations that may limit our business activities;

�
Changes in macroeconomic and U.S. residential real estate market conditions;

�
Difficulties inherent in growing loan production volume;

�
Changes in prevailing interest rates;

�
Increases in loan delinquencies and defaults;

�
Our reliance on PMT as a significant source of financing for, and revenue related to, our correspondent lending business;

�
Any required additional capital and liquidity to support business growth that may not be available on acceptable terms, if at
all;

�
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Our obligation to indemnify third-party purchasers or repurchase loans if loans that we originate, acquire or assist in the
fulfillment of, fail to meet certain criteria or characteristics or under other circumstances;

�
Our obligation to indemnify PMT and the Investment Funds if our services fail to meet certain criteria or characteristics or
under other circumstances;

�
Decreases in the historical returns on the assets that we select and manage for our clients, and our resulting management and
incentive fees;

�
The extensive amount of regulation applicable to our investment management segment;

�
Conflicts of interest in allocating our services and investment opportunities among ourselves and our Advised Entities;
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�
The potential damage to our reputation and adverse impact to our business resulting from the ongoing negative publicity
focused on Countrywide Financial Corporation, given the former association of certain of our officers with that entity; and

�
Our recent rapid growth.

        These factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements that are
included in this prospectus. We undertake no obligation to publicly update or review any forward-looking statement, whether as a result of new
information, future developments or otherwise.

 MARKET DATA

        This prospectus includes market and industry data and forecasts that we have derived from independent consultant reports, publicly
available information, various industry publications, other published industry sources and our internal data and estimates. Independent
consultant reports, industry publications and other published industry sources generally indicate that the information contained therein was
obtained from sources believed to be reliable.

        Our internal data and estimates are based upon information obtained from trade and business organizations and other contacts in the
markets in which we operate and our management's understanding of industry conditions. Although we believe that such information is reliable,
we have not had this information verified by any independent sources.
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 ORGANIZATIONAL STRUCTURE

        The diagram below depicts our organizational structure as of September 26, 2013 and without giving effect to any exchanges by the selling
stockholders and subsequent sales of shares of Class A common stock in this offering.

        PennyMac Financial Services, Inc. is the sole managing member of PNMAC and, through PNMAC and its subsidiaries, operates our
business. Accordingly, although PennyMac Financial Services, Inc. currently has a minority economic interest in PNMAC, PennyMac Financial
Services, Inc. has 100% of the voting power and controls the management of PNMAC, subject to certain exceptions. See "Certain Relationships
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Reorganization and Recapitalization

        Prior to, and in connection with, the initial public offering of our Class A common stock, the limited liability company agreement of
PNMAC was amended and restated to, among other things, modify the capital structure of PNMAC by converting all existing classes of limited
liability company units into Class A Units. The allocation of Class A Units among our then-existing owners was determined pursuant to the
distribution provisions of the limited liability company agreement of PNMAC prior to that amendment and restatement based upon the
liquidation value of PNMAC, assuming that it was liquidated at the time of our initial public offering with a value implied by the $18.00 per
share price of the shares of Class A common stock sold in our initial public offering. Immediately following this reorganization but prior to the
completion of our initial public offering, there were 63,111,111 Class A Units issued and outstanding.

        Upon the completion of our initial public offering, PennyMac Financial Services, Inc. purchased 12,777,777 newly issued Class A Units
from PNMAC at a purchase price per unit equal to the initial public offering price per share of our Class A common stock less the underwriting
discount per share. This number of newly issued Class A Units equaled the number of shares of Class A common stock sold in our initial public
offering and the price paid by PennyMac Financial Services, Inc. for the purchase of those Class A Units constituted the entire amount of net
proceeds that it received from our initial public offering.

        We refer to the foregoing transactions, collectively, as the "Recapitalization."

        Following our initial public offering of our Class A common stock, the selling stockholders retained their equity ownership in PNMAC, an
entity that is intended to be classified as a partnership for United States federal income tax purposes (and not as an association, taxable mortgage
pool or publicly traded partnership, each of which could be taxable as a corporation), in the form of Class A Units of PNMAC. Investors in this
offering will, by contrast, hold their equity ownership in PennyMac Financial Services, Inc., a Delaware corporation that is a domestic
corporation for United States federal income tax purposes, in the form of shares of Class A common stock. We believe that the selling
stockholders generally find it advantageous to hold their equity interests in an entity that is not taxable as a corporation for United States federal
income tax purposes. The selling stockholders and PennyMac Financial Services, Inc. currently incur U.S. federal, state and local income taxes
on their proportionate share of any taxable income of PNMAC. We do not believe that our organizational structure gives rise to any significant
benefit or detriment to our business or operations.

        We have entered into an exchange agreement with the owners of PNMAC other than us. Under the exchange agreement, the other owners
of PNMAC (and certain permitted transferees thereof) may elect or, under certain circumstances, are obligated (subject to the terms of the
exchange agreement) to exchange their Class A Units of PNMAC for shares of Class A common stock of PennyMac Financial Services, Inc. on
a one-for-one basis, subject to customary conversion rate adjustments for stock splits, stock dividends, reclassifications and certain other
transactions that would cause the number of outstanding shares of Class A common stock to be different than the number of Class A Units of
PNMAC owned by PennyMac Financial Services, Inc. As a holder exchanges its Class A Units of PNMAC, PennyMac Financial Services, Inc.'s
interest in PNMAC is correspondingly increased. See "Certain Relationships and Related Party Transactions�Exchange Agreement."

        These exchanges are expected to result in increases in the tax basis of the assets of PNMAC that otherwise would not have been available.
These increases in tax basis may reduce the amount of tax that PennyMac Financial Services, Inc. would otherwise be required to pay in the
future. These increases in tax basis may also decrease gains (or increase losses) on future dispositions of certain capital assets to the extent tax
basis is allocated to those capital assets. We have entered into a tax receivable agreement with the owners of PNMAC other than us that will
provide for the payment by PennyMac Financial Services, Inc. to those owners of 85% of the amount of the benefits, if any, that
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PennyMac Financial Services, Inc. is deemed to realize as a result of (i) increases in tax basis resulting from exchanges of Class A Units of
PNMAC and (ii) certain other tax benefits related to our entering into the tax receivable agreement, including tax benefits attributable to
payments under the tax receivable agreement. These payment obligations are obligations of PennyMac Financial Services, Inc. and not of
PNMAC. PennyMac Financial Services, Inc. and its stockholders will retain the remaining 15% of the those tax benefits that PennyMac
Financial Services, Inc. is deemed to realize. See "Certain Relationships and Related Party Transactions�Tax Receivable Agreement."

        All owners of PNMAC other than PennyMac Financial Services, Inc. also hold shares of Class B common stock of PennyMac Financial
Services, Inc. Although these shares have no economic rights, they allow those owners of PNMAC to exercise voting power at PennyMac
Financial Services, Inc., the managing member of PNMAC, at a level that is consistent with their overall equity ownership of our business.
Under our certificate of incorporation , each holder of Class B common stock is entitled, without regard to the number of shares of Class B
common stock held by that holder, to one vote for each Class A Unit of PNMAC held by such holder. Accordingly, as the selling stockholders
and other owners of PNMAC exchange Class A Units of PNMAC for shares of Class A common stock of PennyMac Financial Services, Inc.
pursuant to the exchange agreement, the voting power afforded to them by their shares of Class B common stock is automatically and
correspondingly reduced.

        PennyMac Financial Services, Inc. is a holding company, and its sole material asset is its equity interest in PNMAC. As the sole managing
member of PNMAC, PennyMac Financial Services, Inc. will operate and control all of the business and affairs of PNMAC and, through
PNMAC and its subsidiaries, conduct our business.

        We consolidate the financial results of PNMAC and its subsidiaries, and the ownership interest of the other members of PNMAC are
reflected as a non-controlling interest in PennyMac Financial Services, Inc.'s consolidated financial statements.

        Pursuant to the limited liability company agreement of PNMAC, PennyMac Financial Services, Inc. has the right to determine when
distributions will be made to the members of PNMAC and the amount of any such distributions, other than with respect to tax distributions as
described below. If PennyMac Financial Services, Inc. authorizes a distribution, such distribution will be made to the members of PNMAC,
including PennyMac Financial Services, Inc., pro rata in accordance with the percentages of their respective limited liability company interests.

        The holders of limited liability company interests in PNMAC, including PennyMac Financial Services, Inc., will incur U.S. federal, state
and local income taxes on their proportionate share of any taxable income of PNMAC. The limited liability company agreement provides for
quarterly cash distributions to the holders of limited liability company interests of PNMAC if PennyMac Financial Services, Inc. determines that
the taxable income of PNMAC will give rise to taxable income for its members. In accordance with the limited liability company agreement, we
are required to cause PNMAC to make quarterly cash distributions to the holders of limited liability company interests of PNMAC for purposes
of funding their tax obligations in respect of the income of PNMAC that is allocated to them. Generally, these tax distributions will be computed
based on the taxable income of PNMAC multiplied by an assumed tax rate determined by us.

        See "Certain Relationships and Related Party Transactions�PNMAC Limited Liability Company Agreement."
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 USE OF PROCEEDS

        The selling stockholders will receive all of the net proceeds from the sales of shares of Class A common stock offered by them pursuant to
this prospectus. We will not receive any proceeds from the sale of these shares of our Class A common stock, but we will bear the costs
associated with this registration. The selling stockholders will bear any underwriting commissions and discounts attributable to their sale of
shares of our Class A common stock.
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 PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

        Our Class A common stock has traded on the NYSE under the symbol "PFSI" since May 8, 2013. Prior to that date, there was no public
market for our Class A common stock. The following table sets forth, for the periods indicated, the range of high and low closing sales prices per
share of our Class A common stock, as reported by the NYSE, since May 8, 2013.

Fiscal Year Ended December 31, 2013 High Low
Third Quarter $ 21.31 $ 16.10
Second Quarter (since May 8, 2013) $ 22.45 $ 19.10
        The closing sale price of our Class A common stock, as reported by the NYSE, on October 25, 2013 was $16.13 per share. As of
October 25, 2013, there were three holders of record of our Class A common stock.

Dividend Policy

        We have not paid any dividends to date on our common equity. The payment of any future dividends will be at the discretion of our board
of directors after taking into account various factors, including our financial condition, operating results, and current and anticipated cash needs.

        PennyMac Financial Services, Inc. receives a pro rata portion of the tax distributions made by PNMAC. The cash received from such
distributions is first used to satisfy any tax liability of PennyMac Financial Services, Inc. and then to make any payments under the tax
receivable agreement with other owners of PNMAC. The declaration, amount and payment of any dividends on shares of Class A common stock
with respect to any remaining excess cash will be at the sole discretion of our board of directors. Our board of directors may take into account
general and economic conditions, our financial condition and operating results, our available cash and current and anticipated cash needs, capital
requirements, contractual, legal, tax and regulatory restrictions and implications on the payment of dividends by us to our stockholders or by our
subsidiaries to us, and such other factors as our board of directors may deem relevant. We may also enter into credit agreements or other
borrowing arrangements in the future that restrict or limit our ability to pay cash dividends on our Class A common stock.

        PennyMac Financial Services, Inc. is a holding company and has no material assets other than its ownership of Class A Units of PNMAC.
We intend to cause PNMAC to make distributions to us in an amount sufficient to cover cash dividends, if any, declared by us in excess of any
remaining excess cash described above. If PNMAC makes such distributions to PennyMac Financial Services, Inc., the other holders of Class A
Units of PNMAC will be entitled to receive equivalent distributions.
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 UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

        The unaudited pro forma condensed consolidated statements of income for the year ended December 31, 2012 and the six months ended
June 30, 2013 present our consolidated results of operations giving pro forma effect to the Recapitalization described under "Organizational
Structure" and the use of the net proceeds from the initial public offering of our Class A common stock as if such transactions occurred on
January 1, 2012. The pro forma adjustments are based on available information and upon assumptions that our management believes are
reasonable in order to reflect, on a pro forma basis, the impact of these transactions on the historical financial information of PennyMac
Financial Services, Inc.

        Any potential future exchanges of PNMAC units for our Class A common shares have not been presented herein to reflect a pro forma
basis impact on the historical financial information of PennyMac Financial Services, Inc. for the six months ended June 30, 2013 and PNMAC
for the year ended December 31, 2012 because such exchanges are not currently probable of occurring.

        The unaudited pro forma consolidated financial information should be read together with "Organizational Structure," "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and the historical financial statements and related notes included
elsewhere in this prospectus.

        The unaudited pro forma consolidated financial information is included for informational purposes only and does not purport to reflect the
results of operations or financial position of PennyMac Financial Services, Inc. that would have occurred had we operated as a public company
during the periods presented. The unaudited pro forma consolidated financial information should not be relied upon as being indicative of our
results of operations or financial position had the Recapitalization described under "Organizational Structure" and the use of the net proceeds
from our initial public offering or the potential future exchanges as described under "Certain Relationships and Related Party Transactions�Tax
Receivable and Exchange Agreements" occurred on the dates assumed. The unaudited pro forma consolidated financial information also does
not project our results of operations or financial position for any future period or date.

        The pro forma adjustments principally give effect to:

�
the purchase by PennyMac Financial Services, Inc. of 12,777,777 Class A Units of PNMAC with the net proceeds of our
initial public offering of $18.00 per share less the underwriting discount per share as if it occurred on January 1, 2012.

�
in the case of the unaudited pro forma consolidated statements of income, a provision for corporate income taxes on the
income attributable to PennyMac Financial Services, Inc. at an effective rate of 42%, which includes a provision for U.S.
federal income taxes and assumes the highest statutory rates apportioned to each state and local jurisdiction.
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PENNYMAC FINANCIAL SERVICES, INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2012

Private National
Mortgage Acceptance

Company, LLC
Actual

Pro Forma
Adjustments(1)

PennyMac
Financial

Services, Inc.
Pro Forma

(in thousands, except unit data)
Revenue
Net gains on mortgage loans held for sale at fair value $ 118,170 $ 118,170
Fulfillment fees from PennyMac Mortgage Investment Trust            62,906 62,906
Net servicing income:
Loan servicing fees
From PennyMac Mortgage Investment Trust 18,608 18,608
From Investment Funds 11,716 11,716
Mortgage servicing rebate (to) from Investment Funds            (885) (885)
From non-affiliates 20,673 20,673
From borrowers�ancillary fees 2,245 2,245

52,357 52,357
Amortization, impairment and change in estimated fair value of mortgage servicing rights (12,252) (12,252)

Net servicing income 40,105 40,105

Management fees:
From PennyMac Mortgage Investment Trust 15,141 15,141
From Investment Funds 9,363 9,363

24,504 24,504

Carried Interest from Investment Funds 10,473 10,473
Other 16,807 16,807

Total net revenue 272,965 272,965

Expenses
Compensation 124,014 124,014
Other 30,628 30,628

Total expenses 154,642 154,642

Net income $ 118,323 $ 118,323

Pro forma information (unaudited):
Historical net income before taxes $ 118,323 $ 118,323
Pro forma adjustment for taxes(2) (8,369) (8,369)

Pro forma net income attributable to the controlling and non-controlling interest(3) 109,954
Less: Net income attributable to non-controlling interest(1) 98,397 98,397

Pro forma Net income attributable to PennyMac Financial Services, Inc. stockholders $ 11,557

Earnings per share:
Basic(3) $ 0.91
Diluted(4) $ 0.91
Weighted average shares outstanding:
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Common shares:
Basic(3) 12,777,777
Diluted(4) 75,769,924
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PENNYMAC FINANCIAL SERVICES, INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Continued)

FOR THE YEAR ENDED DECEMBER 31, 2012

(1)
As described in "Organizational Structure," PennyMac Financial Services, Inc. is the sole managing member of PNMAC. PennyMac Financial
Services, Inc. initially owned 16.8% of the economic interest in PNMAC, but has 100% of the voting power and control the management of PNMAC.
Immediately following our initial public offering, the non-controlling interest was 83.2%. Net income attributable to the non-controlling interest
represented 83.2% of income before income taxes ($118.3 million).

(2)
PennyMac Financial Services, Inc. is subject to U.S. federal income taxes, in addition to state and local taxes, with respect to our allocable share of any
net taxable income of PNMAC, which will result in higher income taxes. As a result, the pro forma statements of income reflect an adjustment to our
provision for corporate income taxes to reflect an effective rate of 42.0%, which includes provision for U.S. federal income taxes and uses our estimate
of the weighted average statutory rates apportioned to each state and local jurisdiction.

(3)
The shares of Class B common stock of PennyMac Financial Services, Inc. do not share in PennyMac Financial Services, Inc. earnings and are
therefore not allocated any net income attributable to the controlling and non-controlling interests. As a result, the shares of Class B common stock are
not considered participating securities and are therefore not included in the weighted average shares outstanding for purposes of computing net income
available per share.

(4)
For purposes of applying the as-if converted method for calculating diluted earnings per share, we assumed an exchange of Class A Units for Class A
common stock. Such exchange is affected by the allocation of income or loss associated with the exchange of Class A Units for Class A common stock
and accordingly the effect of such exchange has been included for calculating diluted pro forma net income (loss) available to Class A common stock
per share. Giving effect to the exchange of all Class A Units of PNMAC for shares of Class A common stock and dilutive unvested stock based
compensation awards consisting of Class A Units, diluted pro forma net income (loss) available to Class A common stock per share would be
computed as follows:

Pro forma income before income taxes $ 118,323,000
Adjusted pro forma income taxes 49,695,660(a)

Adjusted pro forma net income $ 68,627,340(b)

Weighted average shares of Class A common stock outstanding (assuming the exchange of all Class A Units of PNMAC for shares of
Class A common stock) 75,769,924(c)

Pro forma diluted net income (loss) available to Class A common stock per share $ 0.91

(a)
Represents the implied provision for income taxes assuming the full exchange of all Class A Units of PNMAC for shares of Class A common stock of
PennyMac Financial Services, Inc. using the same method applied in calculating pro forma tax provision.

(b)
Assumes elimination of all non-controlling interest due to the assumed exchange of all Class A Units of PNMAC for shares of Class A common stock
of PennyMac Financial Services, Inc. as of the beginning of the period (January 1, 2012).

(c)
The unvested units are converted to Class A Units of PNMAC based on the treasury stock method and an as-if converted method is used to give effect
to the exchange agreement for the diluted weighted average share calculation.
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PENNYMAC FINANCIAL SERVICES, INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF INCOME

FOR THE SIX MONTHS ENDED JUNE 30, 2013

PennyMac
Financial

Services, Inc.
Actual

Pro Forma
Adjustments(1)

PennyMac
Financial

Services, Inc.
Pro Forma

(in thousands)
Revenue
Net gains on mortgage loans held for sale at fair value $ 82,611 $ 82,611
Fulfillment fees from PennyMac Mortgage Investment Trust 50,298 50,298
Loan origination fees 11,980 11,980
Net servicing income:
Loan servicing fees
From PennyMac Mortgage Investment Trust 16,513 16,513
From Investment Funds 4,247 4,247
Mortgage servicing rebate (to) from Investment Funds (173) (173)
From non-affiliates 20,801 20,801
From borrowers�ancillary fees 4,923 4,923

46,311 46,311
Amortization, impairment and change in estimated fair value of mortgage servicing rights (8,200) (8,200)

Net servicing income 38,111 38,111

Management fees:
From PennyMac Mortgage Investment Trust 14,947 14,947
From Investment Funds 3,888 3,888

18,835 18,835

Carried Interest from Investment Funds 7,599 7,599
Other 7,041 7,041

Total net revenue 216,475 216,475

Expenses
Compensation 78,020 78,020
Other 32,933 32,933

Total expenses 110,953 110,953

Net income before tax $ 105,522 $ 105,522

Provision for taxes(2) 2,038 5,424 7,462

Pro forma net income attributable to the controlling and non-controlling interest(3) 103,484 (5,424) 98,060
Less: Net income attributable to non-controlling interest(1) 100,691 12,936 87,775

Net income attributable to PennyMac Financial Services, Inc. stockholders 2,793 7,512 $ 10,305

Earnings per share:
Basic(3) $ 0.22 $ 0.81
Diluted(4) $ 0.22 $ 0.81
Weighted average shares outstanding:
Basic(3) 12,778 12,778
Diluted(4) 77,163 75,843
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(1)
As described in "Organizational Structure," PennyMac Financial Services, Inc. is the sole managing member of PNMAC. PennyMac Financial
Services, Inc. initially owned 16.8% of the economic interest in PNMAC, but has 100% of the voting power and control the management of PNMAC.
Immediately following our initial public offering, the non-controlling interest was 83.2%. Net income attributable to the non-controlling interest
represented 83.2% of income before income taxes ($105.5 million).

(2)
PennyMac Financial Services, Inc. is subject to U.S. federal income taxes, in addition to state and local taxes, with respect to our allocable share of any
net taxable income of PNMAC, which will result in higher income taxes. As a result, the pro
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forma statements of income reflect an adjustment to our provision for corporate income taxes to reflect an effective rate of 42.0%, which includes
provision for U.S. federal income taxes and uses our estimate of the weighted average statutory rates apportioned to each state and local jurisdiction.

(3)
The shares of Class B common stock of PennyMac Financial Services, Inc. do not share in PennyMac Financial Services, Inc. earnings and are
therefore not allocated any net income attributable to the controlling and non-controlling interests. As a result, the shares of Class B common stock are
not considered participating securities and are therefore not included in the weighted average shares outstanding for purposes of computing net income
available per share.

(4)
For purposes of applying the as-if converted method for calculating diluted earnings per share, we assumed an exchange of Class A Units for Class A
common stock. Such exchange is affected by the allocation of income or loss associated with the exchange of Class A Units for Class A common stock
and accordingly the effect of such exchange has been included for calculating diluted pro forma net income (loss) available to Class A common stock
per share. Giving effect to the exchange of all Class A Units for shares of Class A common stock and dilutive unvested stock based compensation
awards consisting of Class A Units, diluted pro forma net income (loss) available to Class A common stock per share would be computed as follows:

Pro forma income before income taxes $ 105,522,000
Adjusted pro forma income taxes 44,319,000(a)

Adjusted pro forma net income $ 61,203,000(b)

Weighted average shares of Class A common stock outstanding (assuming the exchange of all New Holdings Units for shares of Class A
common stock) 75,843,464(c)

Pro forma diluted net income (loss) available to Class A common stock per share $ 0.81

(a)
Represents the implied provision for income taxes assuming the full exchange of all Class A Units of PNMAC for shares of Class A common stock of
PennyMac Financial Services, Inc. using the same method applied in calculating pro forma tax provision.

(b)
Assumes elimination of all non-controlling interest due to the assumed exchange of all Class A Units of PNMAC for shares of Class A common stock
of PennyMac Financial Services, Inc. as of the beginning of the period (January 1, 2013).

(c)
The unvested units are converted to Class A Units based on the treasury stock method and an as-if converted method is used to give effect to the
exchange agreement for the diluted weighted average share calculation.
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