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Item 2.02 Results of Operations and Financial Condition.

On February 4, 2021, PennyMac Financial Services, Inc. (the “Company”) issued a press release announcing its financial results for the fiscal quarter and year
ended December 31, 2020. A copy of the press release and the slide presentation used in connection with the Company’s recorded presentation of financial results
were made available on February 4, 2021 and are furnished as Exhibits 99.1 and Exhibit 99.2, respectively.

The information in Item 2.02 of this report, including the exhibits hereto, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of
1934, or otherwise subject to the liabilities of Section 18, nor shall it be deemed incorporated by reference into any disclosure document relating to the Company,
except to the extent, if any, expressly set forth by specific reference in such filing.

Item 8.01 Other Events.

On February 2, 2021, the Company’s Board of Directors approved an increase to the Company’s common stock repurchase authorization from $500 million to $1.0
billion. The stock repurchase authorization does not require the Company to purchase a specific number of shares, and the timing and amount of any shares
repurchased are based on market conditions and other factors, including price, regulatory requirements and capital availability. Stock repurchases may be effected
through privately negotiated transactions or open market purchases in accordance with applicable rules and regulations. The stock repurchase authorization does
not have an expiration date but may be suspended, modified or discontinued at any time without prior notice.

A copy of the press release discussing the stock repurchase authorization is further attached hereto as Exhibit 99.1 and incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.

Exhibit No. Description

99.1 Press Release, dated February 4. 2021. issued by PennyMac Financial Services. Inc. pertaining to its financial results for the fiscal quarter and
year ended December 31. 2020.
99.2 Slide Presentation for use beginning on February 4, 2021 in connection with a recorded presentation of financial results for the fiscal quarter and

year ended December 31, 2020.
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)
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hereunto duly authorized.
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Exhibit 99.1

PennyMac

Financial Services, Inc.

Media Investors
Janis Allen Kevin Chamberlain
(805) 330-4899 Isaac Garden

(818) 224-7028

PennyMac Financial Services, Inc. Reports Fourth Quarter and Full-Year
2020 Results and Increases Quarterly Dividend

Also Announces $500 Million Increase in Stock Repurchase Program

Westlake Village, CA, February 4th, 2021 — PennyMac Financial Services, Inc. (NYSE: PFSI) today reported net income of $452.8 million for the fourth quarter of
2020, or $5.97 per share on a diluted basis, on revenue of $1.0 billion. Book value per share increased to $47.80 from $41.67 at September 30, 2020.

PFSI’s Board of Directors declared a fourth quarter cash dividend of $0.20 per share, a 33 percent increase from the prior quarter, payable on February 25, 2021, to
common stockholders of record as of February 12, 2021.

PFSI’s Board of Directors also approved an increase to its stock repurchase authorization from $500 million to $1.0 billion of outstanding common stock.
Fourth Quarter 2020 Highlights
e Pretax income was $617.2 million, down 15 percent from the prior quarter and up 204 percent from the fourth quarter of 2019

o Strong earnings driven by core production and servicing results partially offset by fair value losses on mortgage servicing rights (MSRs) and
associated hedging and other losses

o Repurchased approximately 1.6 million shares of PFSI’s common stock for an approximate cost of $89.3 million




Production segment pretax income was $572.6 million, down 7 percent from the prior quarter and up 182 percent from the fourth quarter of 2019, driven
by strong performance across all channels

o Direct lending interest rate lock commitments (IRLCs) were a record $18.6 billion in unpaid principal balance (UPB), up 13 percent from the prior
quarter and 158 percent from the fourth quarter of 2019

—  $12.8 billion in UPB of IRLCs in the consumer direct channel; $5.7 billion in UPB of IRLCs in the broker direct channel

o  Government correspondent IRLCs totaled $19.7 billion in UPB, down 2 percent from the prior quarter and up 22 percent from the fourth quarter of
2019

o Total loan acquisitions and originations were a record $69.4 billion in UPB, up 28 percent from the prior quarter and 64 percent from the fourth
quarter of 2019

o Correspondent acquisitions of conventional loans fulfilled for PennyMac Mortgage Investment Trust (NYSE: PMT) were $38.0 billion in UPB, up 39
percent from the prior quarter and 85 percent from the fourth quarter of 2019

Servicing segment pretax income was $42.0 million, down from pretax income of $111.7 million in the prior quarter and up from a pretax loss of $5.1
million in the fourth quarter of 2019

o  Pretax income excluding valuation-related items was $234.3 million, up 230 percent from the prior quarter and 499 percent from the fourth quarter of
2019, driven by continued loss mitigation activities related to COVID-19

o  Valuation items included:

—  $44.2 million in MSR fair value losses driven by faster-than-expected prepayment speeds and $102.5 million in hedging and other losses; net
impact on pretax income related to these items was $(146.6) million and on earnings per share was $(1.42)

— A $45.6 million provision for credit losses on active loans related to COVID-19

o Servicing portfolio grew to $426.8 billion in UPB, up 6 percent from September 30, 2020 and 16 percent from December 31, 2019, driven by record
production volumes offsetting elevated prepayment activity

Investment Management segment pretax income was $2.6 million, down from $3.3 million in the prior quarter and $5.2 million in the fourth quarter of
2019

o  Net assets under management (AUM) were $2.3 billion, up 1 percent from September 30, 2020




Notable activity after quarter-end:
e Repurchased an additional approximately 1.1 million shares of PFSI’s common stock for an approximate cost of $66 million through February 3, 2021
Full-Year 2020 Highlights
e  Pretax income of $2.2 billion, up 323 percent from the prior year and the highest level on record for PennyMac Financial
o Diluted earnings per share of $20.92, up from $4.89 in 2019 and also a record
e  Total net revenue of $3.7 billion, up 151 percent from the prior year

e Repurchased approximately 8.9 million shares of PFSI’s common stock, or approximately 11 percent of the total outstanding at the beginning of the year,
for an approximate cost of $337 million

e Record loan production of $196.6 billion in UPB, an increase of 67 percent from the prior year
o  $36 billion in UPB of originations in the direct lending channels, up 163 percent from 2019
e Servicing portfolio UPB of $426.8 billion at year end, up 16 percent from December 31, 2019

“PennyMac Financial delivered another strong quarter,” said President and CEO David Spector, “with book value per share increasing 15% on record production
levels. PFSI’s third quarter momentum carried into the fourth quarter with net income near record levels and producing a return on equity of 56% for the quarter.
Our direct lending channels showed incredible growth with consumer direct and broker direct originations growing 27% and 29%, respectively. Our modest market
share in both of these channels provides ample room for growth and with foundational investments made in technology and back office fulfillment, we are well
positioned to scale those businesses. As we grow our origination business we are organically increasing our servicing portfolio, which ended the year at over $426
billion in unpaid principal balance. This portfolio growth contributed to strong servicing income and, when excluding valuation-related items, resulted in record
pretax income for the fourth quarter. All of this while helping thousands of borrowers who were affected by COVID-19 exit successfully from their forbearance
plans.”




Mr. Spector continued, “The outstanding fourth quarter was the culmination of a remarkable year for PennyMac Financial. Funding nearly $200 billion in unpaid
principal balance and ending the year with a servicing portfolio of nearly 2 million customers, 2020 was certainly a record year for PFSI. We also successfully
protected our asset values as our disciplined hedging and risk management strategy largely offset the $1 billion write-down on the fair value of the MSR.
Additionally, we granted approximately 291 thousand homeowners forbearance plans in 2020 and have helped, or are in the process of helping, approximately 145
thousand borrowers successfully emerge from their forbearance plans. This was all done while the vast majority of our employees were working from home for
most of the year. I am incredibly thankful and proud of the over 6,000 PennyMac employees who managed through the challenges of the pandemic to deliver
extraordinary results. We believe we are well positioned to continue our success and expect the Company’s exceptional financial performance to persist through
2021.”

Mr. Spector concluded, “All of us at PennyMac are grateful for the many kind thoughts and tributes we have received since announcing the sad passing of Stan
Kurland, our founder and Chairman. While Stan had retired from day-to-day responsibilities at PennyMac, he remained a trusted advisor and dear friend. His
leadership helped lay the foundation for PennyMac’s long-term success which included building and developing a deep management team that carries on his
legacy.”




The following table presents the contributions of PennyMac Financial’s segments to pretax income:

Quarter ended December 31, 2020

Mortgage Banking Investment
Production Servicing Total Management Total
(in thousands)
Revenue
Net gains on loans held for sale at fair value $ 659915 $ 199,146 $ 859,061 $ -3 859,061
Loan origination fees 93,460 - 93,460 - 93,460
Fulfillment fees from PMT 72,606 - 72,606 - 72,606
Net loan servicing fees - 26,496 26,496 - 26,496
Management fees - - - 8,687 8,687
Net interest expense:
Interest income 29,765 44,427 74,192 - 74,192
Interest expense 31,036 62,612 93,648 5 93,653
(1,271) (18,185) (19,456) %) (19,461)
Other 212 111 323 974 1,297
Total net revenue 824,922 207,568 1,032,490 9,656 1,042,146
Expenses 252,276 165,547 417,823 7,097 424,920
Pretax income $ 572,646 $ 42,021 $ 614,667 $ 2,559 $ 617,226

Production Segment

The Production segment includes the correspondent acquisition of newly originated government-insured mortgage loans for PennyMac Financial’s own account,
fulfillment services on behalf of PMT and direct lending through the consumer direct and broker direct channels, including the underwriting and acquisition of
loans from correspondent sellers on a non-delegated basis.

PennyMac Financial’s loan production activity for the quarter totaled $69.4 billion in UPB, $31.4 billion of which was for its own account, and $38.0 billion of
which was fee-based fulfillment activity for PMT. Correspondent government and direct lending IRLCs totaled $38.3 billion in UPB, up 5 percent from the prior
quarter and 64 percent from the fourth quarter of 2019.

Production segment pretax income was $572.6 million, down 7 percent from the prior quarter and up 182 percent from the fourth quarter of 2019. Production
revenue totaled $824.9 million, down 2 percent from the prior quarter and up 134 percent from the fourth quarter of 2019. The quarter-over-quarter decrease was
primarily driven by a $40.9 million decrease in net gains on loans held for sale. The decrease was driven by lower production margins and was offset by a $17.9
million increase in loan origination fees and a $17.8 million increase in fulfillment fees, driven by record volumes across all channels.




The components of net gains on loans held for sale are detailed in the following table:

Quarter ended

December 31, September 30, December 31,
2020 2020 2019
(in thousands)

Receipt of MSRs and recognition of MSLs in loan sale transactions $ 367,501 $ 245,946 $ 328,182
Mortgage servicing rights recapture payable to PennyMac Mortgage Investment Trust (11,868) (9,776) (2,624)
Provision of liability for representations and warranties, net (4,667) (2,746) (1,583)
Cash gain () 459,887 533,292 4,694
Fair value changes of pipeline, inventory and hedges 48,208 88,553 (71,182)
Net gains on mortgage loans held for sale $ 859,061 $ 855,269 $ 257,487
Net gains on mortgage loans held for sale by segment:

Production $ 659915 $ 700,830 $ 227,751

Servicing $ 199,146 $ 154,439 $ 29,736

(D Net of cash hedging results

PennyMac Financial performs fulfillment services for conventional conforming and jumbo loans acquired by PMT from non-affiliates in its correspondent
production business. These services include, but are not limited to, marketing, relationship management, correspondent seller approval and monitoring, loan file
review, underwriting, pricing, hedging and activities related to the subsequent sale and securitization of loans in the secondary mortgage markets for PMT.

Fees earned from the fulfillment of correspondent loans on behalf of PMT totaled $72.6 million in the fourth quarter, up 32 percent from the prior quarter and up
25 percent from the fourth quarter of 2019. The quarter-over-quarter increase in fulfillment fee revenue was driven primarily by a 39 percent increase in acquisition
volumes by PMT slightly offset by a decrease in the weighted average fulfillment fee rate to 19 basis points from 20 basis points in the prior quarter.

Net interest expense totaled $1.3 million, down from net interest income of $7.7 million in the prior quarter and net interest income of $2.9 million in the fourth
quarter of 2019.




Production segment expenses were $252.3 million, up 12 percent from the prior quarter and 68 percent from the fourth quarter of 2019, as a result of record
volumes across all channels.

Servicing Segment

The Servicing segment includes income from owned MSRs, subservicing and special servicing activities. Servicing segment pretax income was $42.0 million,
versus pretax income of $111.7 million in the prior quarter and a pretax loss of $5.1 million in the fourth quarter of 2019. Servicing segment net revenues totaled
$207.6 million, down 23 percent from the prior quarter and up 65 percent from the fourth quarter of 2019. The quarter-over-quarter decrease was driven by lower
net loan servicing fees.

Revenue from net loan servicing fees totaled $26.5 million, down from $132.8 million in the prior quarter, as a result of higher net valuation related losses.
Revenue from net loan servicing fees included $262.7 million in servicing fees, reduced by $89.6 million from the realization of MSR cash flows. Net valuation-
related losses totaled $146.6 million, and included MSR fair value losses of $44.2 million, and hedging and other losses of $102.5 million.

The following table presents a breakdown of net loan servicing fees:

Quarter ended
December 31, September 30, December 31,

2020 2020 2019
(in thousands)

Loan servicing fees (1) $ 262,740 $ 250,368 $ 234,871
Changes in fair value of MSRs and MSLs resulting from:

Realization of cash flows (89,611) (90,187) (113,102)

Change in fair value inputs (44,163) (37,030) 160,611
Change in fair value of excess servicing spread financing 6,677 3,135 (2,263)
Hedging (losses) gains (109,147) 6,521 (192,386)

Net change in fair value of MSRs and MSLs (236,244) (117,561) (147,140)

Net loan servicing fees $ 26,496 $ 132,807 $ 87,731

(M Includes contractually-specified servicing fees




Servicing segment revenue included $199.1 million in net gains on loans held for sale related to reperforming government-insured and guaranteed loans, up
significantly from $154.4 million in the prior quarter and $29.7 million in the fourth quarter of 2019, as a result of increased loss mitigation activity on loans
emerging from forbearance. These previously delinquent loans were purchased out of Ginnie Mae securitizations and brought back to performing status through
PennyMac Financial’s successful servicing efforts, primarily through loan modifications or FHA Partial Claims. With respect to the FHA Partial Claims, the
reperforming loans must remain current for a minimum of six months to be eligible for resecuritization. Net interest expense totaled $18.2 million, versus net
interest expense of $17.9 million in the prior quarter and net interest income of $8.0 million in the fourth quarter of 2019. Interest income was $44.4 million, up
from $26.9 million in the prior quarter, driven by the increase in interest received on loans bought out in prior periods. Interest expense was $62.6 million, up from
$44.9 million in the prior quarter driven by the financing of increased balances of loans purchased out of Ginnie Mae securitizations.

Servicing segment expenses totaled $165.6 million, up 4 percent from the prior quarter driven by portfolio growth.

The total servicing portfolio grew to $426.8 billion in UPB at December 31, 2020, an increase of 6 percent from September 30, 2020 and 16 percent from
December 31, 2019. PennyMac Financial subservices and conducts special servicing for $174.4 billion in UPB, an increase of 11 percent from September 30, 2020
and 29 percent from December 31, 2019. PennyMac Financial’s owned MSR portfolio grew to $252.3 billion in UPB, an increase of 3 percent from September 30,
2020 and 8 percent from December 31, 2019.




The table below details PennyMac Financial’s servicing portfolio UPB:

September 30, December 31,
December 31, 2020 2020 2019
(in thousands)

Prime servicing:

Owned
Mortgage servicing rights
Originated $ 196,873,590 $ 187,134,080 $ 166,188,825
Acquisitions 41,537,219 47,716,917 59,598,279
238,410,809 234,850,997 225,787,104
Mortgage servicing liabilities 2,857,492 1,799,562 2,758,454
Loans held for sale 11,063,938 8,749,673 4,724,006
252,332,239 245,400,232 233,269,564
Subserviced for PMT 174,360,317 156,425,439 135,288,944
Total prime servicing 426,692,556 401,825,671 368,558,508
Special servicing - subserviced for PMT 58,274 71,129 125,724
Total loans serviced $ 426,750,830 $ 401,896,800 $ 368,684,232
Loans serviced:
Owned
Mortgage servicing rights $ 238,410,809 $ 234,850,997 $ 225,787,104
Mortgage servicing liabilities 2,857,492 1,799,562 2,758,454
Loans held for sale 11,063,938 8,749,673 4,724,006
252,332,239 245,400,232 233,269,564
Subserviced 174,418,591 156,496,568 135,414,668
Total loans serviced $ 426,750,830 $ 401,896,800 $ 368,684,232

Investment Management Segment

PennyMac Financial manages PMT for which it earns base management fees and may earn incentive compensation. Net AUM were $2.3 billion as of
December 31, 2020, up 1 percent from September 30, 2020, due to an increase in PMT’s book value primarily driven by the continued recovery in the fair value of
its government sponsored enterprise credit risk transfer investments and strong correspondent segment results.

Pretax income for the Investment Management segment was $2.6 million, down from $3.3 million in the prior quarter and $5.2 million in the fourth quarter of
2019. Management fees, which include base management and performance incentive fees from PMT were $8.7 million, up from $8.5 million in the prior quarter
and $10.3 million in the fourth quarter of 2019. Base management fees were $8.7 million, up from $8.5 million in the prior quarter and $8.4 million in the fourth
quarter of 2019. Performance-based incentive fees were not earned in the fourth quarter and are not expected to be earned in the near-term due to the impact of
PMT’s loss in the first quarter of 2020.




The following table presents a breakdown of management fees:

Quarter ended
December 31, September 30, December 31,
2020 2020 2019
(in thousands)

Management fees:
PennyMac Mortgage Investment Trust

Base $ 8,687 $ 8,508 $ 8,441
Performance incentive - - 1,873
Total management fees $ 8,687 $ 8,508 $ 10,314
Net assets of PennyMac Mortgage Investment Trust $ 2,296,859 $ 2,281,266 $ 2,450,916

Investment Management segment expenses totaled $7.1 million, up 10 percent from the prior quarter and 8 percent from the fourth quarter of 2019.

Consolidated Expenses

Total expenses were $424.9 million, up 8 percent from the prior quarter and 48 percent from the fourth quarter of 2019, driven by higher volumes of activity in the
production segment and higher delinquency-related activity and provisions for credit losses in the servicing segment.

XY

Management’s slide presentation will be available in the Investor Relations section of the Company’s website at ir.pennymacfinancial.com beginning at
1:30 p.m. (Pacific Time) on Thursday, February 4, 2021.
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About PennyMac Financial Services, Inc.

PennyMac Financial Services, Inc. is a specialty financial services firm with a comprehensive mortgage platform and integrated business focused on the production
and servicing of U.S. mortgage loans and the management of investments related to the U.S. mortgage market.

Founded in 2008, the company is recognized as a leader in the U.S. residential mortgage industry. For the twelve months ended December 31, 2020, PennyMac
Financial’s production of newly originated loans totaled $197 billion in unpaid principal balance, making it the third largest mortgage lender in the nation. As of

December 31, 2020, PennyMac Financial serviced loans totaling $427 billion in unpaid principal balance, making it a top ten servicer of loans in the nation.

Additional information about PennyMac Financial Services, Inc. is available at ir.pennymacfinancial.com.
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Forward-Looking Statements

This press release contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, regarding
management’s beliefs, estimates, projections, and assumptions with respect to, among other things, the Company’s financial results, future operations, business
plans and investment strategies, as well as industry and market conditions, all of which are subject to change. Words like “believe,” “expect,” “anticipate,”
“promise,” “project,” “plan,” and other expressions or words of similar meanings, as well as future or conditional verbs such as “will,” “would,” “should,” “could,”
or “may” are generally intended to identify forward-looking statements. Actual results and operations for any future period may vary materially from those
projected herein and from past results discussed herein. Factors which could cause actual results to differ materially from historical results or those anticipated
include, but are not limited to: our exposure to risks of loss and disruptions in operations resulting from adverse weather conditions, man-made or natural disasters,
climate change and pandemics such as COVID-19; failure to modify, resell or refinance early buyout loans; the continually changing federal, state and local laws
and regulations applicable to the highly regulated industry in which we operate; lawsuits or governmental actions that may result from any noncompliance with the
laws and regulations applicable to our businesses; the mortgage lending and servicing-related regulations promulgated by the Consumer Financial Protection
Bureau and its enforcement of these regulations; our dependence on U.S. government-sponsored entities and changes in 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 the
Company’s businesses, to which our bank competitors are not subject; foreclosure delays and changes in foreclosure practices; changes in macroeconomic and
U.S. real estate market conditions; difficulties inherent in growing loan production volume; difficulties inherent in adjusting the size of our operations to reflect
changes in business levels; purchase opportunities for mortgage servicing rights and our success in winning bids; changes in prevailing interest rates; our
substantial amount of indebtedness; expected discontinuation of LIBOR; increases in loan delinquencies and defaults; our reliance on PennyMac Mortgage
Investment Trust (NYSE: PMT) as a significant source of financing for, and revenue related to, our mortgage banking business; maintaining sufficient capital and
liquidity to support business growth including compliance with financial covenants; our obligation to indemnify third-party purchasers or repurchase loans if loans
that we originate, acquire, service or assist in the fulfillment of, fail to meet certain criteria or characteristics or under other circumstances; our obligation to
indemnify PMT if our services fail to meet certain criteria or characteristics or under other circumstances; decreases in the 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 us and our advised entities; the effect of public opinion on our reputation; our
recent growth; our ability to effectively identify, manage, monitor and mitigate financial risks; our initiation or expansion of new business activities or strategies;
our ability to detect misconduct and fraud; our ability to mitigate cybersecurity risks and cyber incidents; our ability to pay dividends to our stockholders; and our
organizational structure and certain requirements in our charter documents. You should not place undue reliance on any forward- looking statement and should
consider all of the uncertainties and risks described above, as well as those more fully discussed in reports and other documents filed by the Company with the
Securities and Exchange Commission from time to time. The Company undertakes no obligation to publicly update or revise any forward-looking statements or
any other information contained herein, and the statements made in this press release are current as of the date of this release only.

2 <

2 G

This press release contains financial information calculated other than in accordance with U.S. generally accepted accounting principles (“GAAP”), such as pretax
income excluding valuation items that provide a meaningful perspective on the Company’s business results since the Company utilizes this information to evaluate
and manage the business. Non-GAAP disclosure has limitations as an analytical tool and should not be viewed as a substitute for financial information determined
in accordance with GAAP.
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PENNYMAC FINANCIAL SERVICES, INC.
CONSOLIDATED BALANCE SHEETS (UNAUDITED)

ASSETS
Cash
Short-term investments at fair value
Loans held for sale at fair value
Assets purchased from PennyMac Mortgage Investment Trust under
agreements to resell pledged to creditors
Derivative assets
Servicing advances, net
Mortgage servicing rights
Operating lease right-of-use assets
Investment in PennyMac Mortgage Investment Trust at fair value
Receivable from PennyMac Mortgage Investment Trust
Loans eligible for repurchase
Other
Total assets

LIABILITIES
Assets sold under agreements to repurchase
Mortgage loan participation and sale agreements
Obligations under capital lease
Notes payable secured by mortgage servicing assets
Unsecured senior notes
Excess servicing spread financing payable to
PennyMac Mortgage Investment Trust at fair value
Derivative liabilities
Mortgage servicing liabilities at fair value
Operating lease liabilities
Accounts payable and accrued expenses
Payable to PennyMac Mortgage Investment Trust
Payable to exchanged Private National Mortgage Acceptance Company,
LLC unitholders under tax receivable agreement
Income taxes payable
Liability for loans eligible for repurchase
Liability for losses under representations and warranties
Total liabilities

STOCKHOLDERS' EQUITY
Common stock—authorized 200,000,000 shares of $0.0001 par value;
issued and outstanding 70,905,532, 72,400,490, and 78,515,047 shares,
respectively
Additional paid-in capital
Retained earnings
Total stockholders' equity
Total liabilities and stockholders’ equity

December 31, 2020

September 30, 2020

December 31, 2019

(in thousands, except share amounts)

$ 532,716  $ 529,166 $ 188,291
15217 102,136 74,611

11,616,400 9,126,172 4,912,953

80,862 86,958 107,512

711,238 578,254 159,686

579,528 393,654 331,169

2,581,174 2,333,821 2,926,790

74,934 72,133 73,090

1,105 991 1,672

87,005 122,478 48,159

14,625,447 17,183,873 1,046,527

692,169 651,229 333,557

$ 31,597,795 $ 31,180,865 $ 10,204,017
$ 9,654,797 $ 7,259,188 $ 4,141,053
521,477 535,063 497,948

11,864 13,957 20,810

1,295,840 1,295,143 1,294,070

645,820 492,358 -

131,750 142,990 178,586

42,638 24,537 22,330

45324 31,698 29,140

94,193 92,005 91,320

308,398 278,403 175,273

140,306 77,136 73,280

35,165 35,784 46,158

622,700 673,149 504,569

14,625,447 17,183,873 1,046,527

32,688 28,504 21,446

28,208,407 28,163,788 8,142,510

7 7 8

1,047,052 1,116,428 1,335,107

2,342,329 1,900,642 726,392

3,389,388 3,017,077 2,061,507

$ 31,597,795 $ 31,180,865 $ 10,204,017
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PENNYMAC FINANCIAL SERVICES, INC.
CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

Revenue
Net gains on loans held for sale at fair value
Loan origination fees
Fulfillment fees from PennyMac Mortgage Investment Trust
Net loan servicing fees:
Loan servicing fees
Change in fair value of mortgage servicing rights, mortgage servicing liabilities and excess
servicing spread financing
Hedging results
Net loan servicing fees
Net interest (expense) income:
Interest income
Interest expense

Management fees from PennyMac Mortgage Investment Trust
Change in fair value of investment in and dividends received from PennyMac Mortgage
Investment Trust
Results of real estate acquired in settlement of loans
Revaluation of payable to exchange Private National Mortgage Acceptance Company, LLC
unitholders under tax receivable agreement
Other
Total net revenue
Expenses
Compensation
Servicing
Loan origination
Technology
Professional services
Occupancy and equipment
Other
Total expenses
Income before provision for income taxes
Provision for income taxes
Net income
Earnings per share
Basic
Diluted
Weighted-average common shares outstanding
Basic
Diluted
Dividend declared per share

Quarter ended

December 31,
2020

September 30,
2020

December 31,
2019

(in thousands, except earnings per share)

859,061 $ 855,269 $ 257,487
93,460 75,572 63,368
72,606 54,839 58,297

262,740 250,368 234,871

(127,097) (124,082) 45246
(109,147) 6,521 (192,386)
26,496 132,807 87,731
74,192 52,952 76,015

93,653 63,179 65,132
(19,461) (10,227) 10,883
8,687 8,508 10,314
149 (288) 39
233 1,214 (648)

280 - 379

635 2,298 2,025
1,042,146 1,119,992 490,375

187,807 202,440 141,009
87,155 71,110 57,487
69,069 53,752 44,919
42,594 28,964 15,515
19,853 18,307 10,983

8,535 8,491 7,841
9,907 8,637 9,255

424,920 391,701 287,009

617,226 728,291 203,366

164,422 193,131 50,705

452804 $ 535160 $ 152,661

631 $ 739 § 1.95
597 $ 703§ 1.88
71,793 72,439 78,466
75,898 76,138 81,076
0.15 $ 0.15 $ -
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PENNYMAC FINANCIAL SERVICES, INC.

CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

Revenue
Net gains on loans held for sale at fair value
Loan origination fees
Fulfillment fees from PennyMac Mortgage Investment Trust
Net loan servicing fees:
Loan servicing fees:
From non-affiliates
From PennyMac Mortgage Investment Trust
Investment funds
Other fees

Change in fair value of mortgage servicing rights, mortgage servicing liabilities and excess
servicing spread financing
Hedging results
Net loan servicing fees
Net interest (expense) income:
Interest income
Interest expense

Management fees, net:
From PennyMac Mortgage Investment Trust
From Investment Funds

Carried Interest from Investment Funds
Change in fair value of investment in and dividends received from PennyMac Mortgage
Investment Trust
Results of real estate acquired in settlement of loans
Revaluation of payable to exchange Private National Mortgage Acceptance Company, LLC
unitholders under tax receivable agreement
Other
Total net revenue
Expenses
Compensation
Servicing
Loan origination
Technology
Professional services
Occupancy and equipment
Other
Total expenses
Income before provision for income taxes
Provision for income taxes
Net income
Less: Net income attributable to noncontrolling interest
Net income attributable to PennyMac Financial Services, Inc. common stockholders

Earnings per share

Basic

Diluted

Weighted average shares outstanding
Basic

Diluted

Year ended December 31,

2020

2019

2018

(in thousands, except earnings per share)

$ 2,740,785 S 725,528 $ 249,022
285,551 174,156 101,641

222,200 160,610 81,350

814,646 730,165 585,101

67,181 48,797 42,045

- - 3

116,464 98,564 64,133

998,291 877,526 691,282
(1,477,023) (979,358) (124,844)
918,180 395,497 (121,045)

439,448 293,665 445393

247,026 288,700 216,416

271,551 211,979 144,597

(24,525) 76,721 71,819

34,538 36,492 24,465

- . 4

34,538 36,492 24,469
- z (365)

(453) 416 332

1,036 557 589

280 379 1,126

6,737 8,880 9,253

3,705,597 1,477,404 984,629
738,569 503,458 403,270

256,934 164,697 137,104

219,746 117,338 27,398

112,570 67,946 60,103

64,064 32,859 27,615

33,357 28,916 27,152

39,748 32,746 34,290

1,464,988 947,960 716,932
2,240,609 529,444 267,697
593,725 136,479 23,254
1,646,884 392,965 244,443

- . 156,749

$ 1,646,884 $ 392,965 $ 87,694
$ 2191 $ 502§ 2.62
$ 2092 $ 489 $ 2.59
75,161 78,466 33,524

78,728 81,076 35,322
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Forward-Looking Statements

This presentation contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, regarding
management's beliefs, estimates, projections and assumptions with respectto, amaong other things, the Company's financial results, future operations, business
plans andinvestment strategies, as well as industry and market conditions, all ofwhich are subjectto change. Words like “believe” “expect.” “anticipate,”
‘promise,” “project” “plan,” and other expressions or words of similar meanings, as well as future or condiional verbs such as “will,” "would," *should,” "could,” or
*may” are generallyintended to identify forward-logking statements, Actual resulis and operationsfor any future period may vary materiallyfromthose projected
herein and from pastresults discussed herein. These forward-locking statements include, but are not limited to, statements regarding the future impact of
COVID-1%8 an our business andfinancia operations, fulure loan delinguencies andforbearances, projected sanicing advances requrements and other business
andfinancial expectations, Factors which could cause actual results to differ materially from histerical results orthose anticipated include, but are not limited to:
aur exposure ta risks ofloss and disruptionsin operations resuling from adverse weather conditions, man-made or natural disasters, climate change and
pandemics such as COVID-19; failure bo modify, resell or refinance early buyout loans; the continually changing federal, state andlocal laws and regulations
applicable to the highly regulated industry in which we operate; lawsuits or governmental actions that may result from any noncompliance with the laws and
regulations applicable to our businesses; e mongage lending and senicing-related regulations promulgated bythe Consumer Financial Protection Bureau and
its enforcement of thes e regulations; our dependence on U.S. government-sponsored enfities and changesin their current roles ortheir guarantees or guidelines;
changes to government mortgage modification programs; the licensing and operational requirements of states and other jurisdictions applicable to the
Company's businesses, to which our bank compelitors are not subject foreclosure delays and changes in foreclosure practices; changesin macroeconemicand
.5, real estate market conditions; difficulties inherentin growing loan production volume; difficulties inherentin adjusting the size of our operations to reflect
changes in businessevels; purchase opporfunities for mortgage sendcing rights and our successinwinning bids; changesin prevailing interastrates, our
substantial amount ofindebtedness; expected discontinuation of LIBOR; increasesinloan delinguencies and defaults; our reliance on Pennyilac Mortgage
Investment Trust (NYSE: PMT) as a significant source offinancing for, and revenue relatedto, our mortgage banking business; maintaining sufficient capital and
liquidityto support business growth including compliance with financial covenants;; our obligation (o indemnify third-party purchasers or repurchase loansifloans
that we originate, acquire_ senvice or assistinthe fulfillment of, fail to meet certain criteria or characteristics or under other circumstances; our obligation to
indemnify PMT if our sendces failto meet certain criteria or characteristics orunder other circumstances; decreasesinthe returns enthe assets thatwe select
and manage for our clients, and our resulling management and incenlive fees; the extensive amount of regulation applicable to ourinvestment management
segment conflicts ofinterestin allocating our senices and investment opportunities among us and our advis ed entities; the effect of public opinion on our
reputation; our recent growih; our ability to effectvely identify, manage, monitor and mitigate financial nsks; ourinitistion or expansion of new business activities
or strategies. our abilitylo detect misconduct and fraud; our ability lo mitigate cybersecurity risks and cyber incidents: our ability to pay dividends 1o our
stockholders; and our organizational structure and certain requirements in our charter documents. You should not place undue reliance on any forward-looking
statementand should consider all ofthe uncerainties and risks described above, as well as these more lully discussedinrepons and other documents filed by
the Companywith the Securities and Exchange Commission from time totime. The Company undertakes no obligation to publicly update or revise any forward-
looking staternents or any other information contained herein, and the statements made in this presentation are current as of the date of this presentation only.

This presentation containsfinancial information calculated other thanin accordance with U.S. generally accepted accounting principles ("GAAPT), such as prefax
income excluding valuation items that provide a2 meaningful perspective onthe Company's business results since the Company ufilizes this information to
evaluate and manage the business. Non-GAAP disclosure has limitations as an anabical tool and should not be viewed as a substitute for financial information
determined in accordance with GAAP.
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Fourth Quarter Highlights

» Net income was $452.8 million; diluted earnings per share (EPS) were $5.97

Strong earnings driven by core production and servicing results partially offset by fair value
losses on mortgages servicing rights (MSRs) and associated hedging and other losses

Repurchased approximately 1.6 million shares of PFSI's common stock for an approximate cost
of $89.3 million

Book value per share increased 15% to $47.80 from $41.67 at September 30, 2020

PFSI's Board of Directors declared a fourth quarter cash dividend of $0.20 per share, a 33

percentincrease fromthe prior quarter, payable on February 25, 2021, to common stockholders
of record as of February 12, 2021

* Production segment pretax income of $572.6 million, down 7% from 3Q20 and up 182% from
4Q19, driven by strong performance across all channels

Direct lending locks were a record $18.6 billion in unpaid principal balance (UPB), up 13% from
3Q20and 158% from4Q19

o $12.8 billion in UPB of locks in the consumer direct channel; $5.7 billion in UPB of locks in the
broker direct channel

Government correspondent lock volume totaled $19.7 billion in UPB, down 2% from 3Q20 and up

22% from 4Q19

Total loan acquisitions and originations were a record $69.4 billion in UPB, up 28% from 3Q20
and 64% from4Q19

Correspondent acquisitions of conventional loans fulfilled for PennyMac Mortgage Investment
Trust (NYSE: PMT) were a record $38.0 billion in UPB, up 39% from 3Q20and 85% from4Q19

PennyMac :

Financial 5ervices, Inc.




Fourth Quarter Highlights (continued)

» Servicing segment pretax income was $42.0 million, down from pretax income of $111.7
million in 3Q20 and up from a pretax loss of $5.1 million in 4Q19

— Pretax income excluding valuation-related items was $234.3 million, up 30% from 3Q20 and
499% from 4Q19, driven by continued loss mitigation activities related to COVID-19"

-  $44 2 million in MSR fair value losses driven by faster-than-expected prepayment speedsand
$102.5 million in hedging and other losses

= MNet impact on pretax income was $(146.6) milion and on EPS was $(1.42)

— Servicing portfolio grew to $426.8 billion in UPB, up 6% from September 30, 2020 and 16% from

December 31, 2019, driven by record production volumes which offset elevated prepayment
activity

* |nvestment Management segment pretax income was $2.6 million, down from $3.3
million in 3Q20 and $5.2 million in 4Q19

— Net assets under management (AUM) were $2.3 billion, up 1% from September 30, 2020
Activity after quarter-end

* Repurchased an additional approximately 1.1 million shares of PFSI's common stock for
an approximate cost of $66 million through February 3, 2021

* PFSI's Board of Directors approved an increase to its stock repurchase authorization
from $500 million to $1.0 billion of cutstanding common stock

1 Excludas 344 2 million in M5SR fairvalue losses, 5102 Smilicn in hedging and other gains and a $45.6 miion provision for credit losses

’ i on actve ipans. See shde 21 for additional details.
PennyMac 4
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2020 Accomplishments Demonstrate Best-in-Class Management

Record Financial and Operational Results... ...All While Helping Thousands of Borrowers

o $20.92 diluted EPS, up 328% Y/Y »  Granted 291,000 borrowers forbearance plans and

= $1.6 billion in net income, up 319% Y/Y helped or are in the process of helping 145,000
borrowers successfully emerge from forbearance

»  $197 bilion in UPB of total production, up 67% Y/Y

— %36 billion in UPB of originations in the direct
lending channels, up 163% Y/Y

»  Servicing portfolio of $427 billion in UPB at 12/31/20, up
16% since 12/31/19 despite elevated prepayment

=  (Owver 90% of forbearance enroliments via automated
channels

« SSE, our proprietary servicing system, enhanced
associates’ ability to successfully help borrowers enroll
in forbearance plans and emerge from them

activity
Effective Capital and Liquidity Management... ..Enabled Efficient Capital Deployment
* Hedging and other gains of $943 million significantly Extensive investments in PFSI's technology & operations

offset MSR fair value losses of $1.1 billion « Deployed sigrificant capital to support increased

Issued $650 million of senior unsecured notes volumes of loan production and EBQ activity

Increased funding capacity by over 37 billion and .
established facilities with 3 new global banks

» Enhanced Ginnie Mae MSR financing structure to
include servicing advances

such as common share repurchases on an Gngoing basis

Repurchased approximately 8 9 million shares at an
average price of approximately $38 per share®

= Includes 7 million from The BlackRock Foundation

»  Approximately $1.4 billion in available liquidity™

'l " As of December 31, 2020, 5216 milion ofthis liquidity i5 required by Ginne Mae o be retained at all times.
P o In 2021 through February 3, repurchased an additional approximatety 1.1 milion shares

aC 5
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Profitability and Value Creation Across Various Market Environments

m Annualized Refurn on Average Commoen Stockholders' Equity (ROE)

. 52%
Proven ability to
generggEaﬁractwe G s - — 26% o S
S - : Epp—— = = B - 1 LT
ey W . B N B
2013 2014 2M5 2016 217 2&18 2019 2020
10-Y ear Treaswy Yield o
¥ 0% = L3, Origination Market {in !rlHlons‘- 5 $4.0 i
..across different 3.0% _
i _ — i 2.3
market so% 7§18 WA, $28 wi's i 523
i 1.3 Wiy | 2
environments... e = -
0.0% — — — — e — T T : —
23 2014 2015 2016 2m7 218 2019 2020
mPFS! Purchase Mix  sindustry Purchase Mix A
p s % B0%
..with a strong = T 1% g

40% 304

orientation towards
purchase money
mortgages

2013 2014 2015 2016 2017 | 2018 | 2018 | 2020
Over 7+ years since PFSI's IPO, book value per share has grownfrom $7.271to $47.80;

a 29% CAGR™ driven primarily by retained earnings

' Represents partial year. Infiial Pubbe Offering was May 8, 2012,
| Blogmberg

L}
L] - oy "
PennyMac Insxle Morlgage Finance ﬂ‘.'ld company estimates 6

Compounded annual growth rate
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Origination Market Remains Historically Strong

U.S. Mortgage Origination Market(! Rates Remain Low and Margins Remain Wide
(UPE in trillions) 5.0%
4
e 4.0%
33
3.0%
525
== #1.7 2.0%
4_4- "“ 1.0% W
0.0% o r T T T T T T T T 1
R S SN C R R S C I~ ~ R
) . Tl o5 & ) - ] 5 2 e
2019 2020 2021E S LG LA LN A AL
mPurchase = Refinance -—-Ave:rageSD-}'earﬁxedrate:Tu'tgage. Ffiman'fSecnndar_.prreadm

= Economic forecasts for 2021 total originations have increased to over $3.3 trillion, another
robust market supported by low mortgage interest rates

— Mortgage rates remain near all-time lows despite the recent increase in the ten-year treasury yield
— The Federal Reserve is expected to hold interest rates near zero through 2023

— Purchase originations in 2021 are forecastedto increase again while refinance originations are
expected to be down from 2020 levels

s o Aetual eriginations: inside Mortgage Finance. Total ariginations forecast: Average of Mortgage Bankers Association (1/20721), Fannie
& Mae (1711721}, and Freddie Mag (1/14721) forecasts,
Pen ac , Freddie Mac F_'rimar)' Mortgage Market Survey. 2.73% as of 1/28721
* Blogmberg: Difference between Freddie MacUS Merigage Market Survey 30 Year Homeowner Commiiment Rafe (WMCMFUS) hndex 7
Financial Services, Inc. and the 30-¥ear Fannie lae or Freddie Mac Par Coupon (MTGEFNCL) Index




Direct Lending and Servicing Are Driving PFSI’s Earnings Growth

Production Pretax Income Servicing Pretax Income
(% in millions) (= in millions)
£1,064
Estimated Contribution from Direct Lending (CDL & BDL) .
5262
5172
5528 559 —8
5239
o [ _J
=1 i $15
2017 2015 2019 2020 2017 2018 2019 2020
= Fratay Income Pretax Income Excluding Valuation Related Changes'”

= Faster growth direct lending channels (consumer and broker direct) are
significant contributors to PFSI's earnings growth

= Servicing income reflects growing portfolio, economies of scale and loss
mitigation activities

= We continue to expect PFSI's exceptional financial performance to persist
through 2021

M Note: Does net include pretaxinceme from non-segment activities which was3$32.9 milbon in 2017 and $1.1 milion in 2018, which primarily
é represents Repricing of payable to exchanged Private National Mortgage Acceptance Company, LLC unitholders under a tax receivable
Pen ac agreement. $32.0 million was the resull ofthe change in the federalincome tax rate under the Tax Cuts and Jobs Act of 2047
" Waluation-related changes include MSR far value changes before recognition of realization of cash flows, related hedging and other gains 8
Financial 5ervices, Inc.  (losses) and provision for credt I0S2es on active loans considerad in the assessment of MSR fair value changes — see slide 22,




PFSI Is an Established Leader With a Growing Presence Across Mortgage Banking

I Investments inlndustry-Leading Businesses Provide Stable Foundation 1

£0TEspONETE Froducion: Senvicing Growth Drivers
..marfre:sﬂare:-— 17.7% {market share) s Proprietaqftechngjogy
15.5% Sk
3.3% = | ow cost structure

= Operational scale

= Hedging expertise

= Loss mitigation capabilities
20$17 2ms 2m9 2020 1237 123118 123H9 12320

Increasing Contribution from Higher-Margin Direct Lending Channels

Consumer Direct Production("’ Broker Direct Production Growth Drivers
(market share) (market share) 2.9% = Technology-enabled efficiency
1.0% = Scaled fulfillment operation
0.7%
0.0% = Growing customer base with servicing
portfolio of aimost 2 million customers
0.3%
MR = I Dﬂ-j:lUITfD”O migjnation QFD"#s"Eh
20M7 2018 2019 2020 2017 2018 2018 2020
e "
. ' Histerical market share estimates based on Inside Morngage Finance. Inside Mortgage Finance estimates 54.040 trillion in tatal coigination
& violume, Cwer the same pericd. we eslimate the comespondent channel represenied 22 5% of the oversll crigination market; we eslimate thet relail
Penn ac represented 84.0% of the overall eagination market, and we estimate that broker represented 13.5% of the averall ergination market. 9
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Technology Initiatives In Place for Growth in Direct Lending

= Enhance lead generation
capabilities and use of data

mac-
Rl * ncrease use of digital L fl e = Improves experienceforthe
Direct marketing to drive non-

portfolio originations consumerand broker

= |mprove ability for borrowers
{o self-service

= [mproves productivityin
sales and operations

= Further reduce loan cycle
duration via portal and

worlkflow enhancements Po ER‘

Broker = Extend best-in-class tools
Direct and solutions to brokers

= Enableshighervolumesand
reducedcostto originate

= Enhance brokers' ability to
self-service

Fulfilment Enhancements Drive Efficiencies Across All Production Platforms

« Further automate and improve the production and distribution of loan documents
= |ncrease use of online closings and expansion of fulfilment automation
= |mprove access to data in real time and on demand

PennyMac 10
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Production Segment Highlights - Volume by Channel

Correspondent

(UFEB in billions)

Consumer Direct
(UPB in billions)

Broker Direct
(UPB in billions)

345

$8.0
2372
T L]
4019 3020 4320 4019 3Q20 4020 40119 3Q20 4020
= Covemnment loans G ovemment loans = Government loans
m Conventional loans for PMT® mmm Conventional loans mmm Corwentional loans
Total locks ™ Total locks Total locks
January 2021: January 2021: January 2021:
{UPE in billions) (LIFB in billions) {UPE in billions)
Locks: $17.8 Locks: $4.4 Locks: $2.1
Acquisitions: $17.9 Originations: $31 Originations: $1.4
Committed pipeline'®:  $7.9 Committed pipeline®:  $3.0
g “t For government-insureéd loans, PFS| earns income fromholding and seling or securfizing the loans & For conventional and jumbe
s [oans, PFEL eams a fulfiiment fee from PNT ratherthan income fromhelding and selling or securitizing the lpans  ® Includes locks related
Pen ac to PMT loan acquistions including conventionalloans for which PRSI earms a fulfilment fee upen loan funding 4| Commitments to
griginate mortgage kans at specified terms at peried end 11
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Production Segment Highlights - Business Trends by Channel

Correspondent Consumer Direct Broker Direct
* PennyMac remained the largest = Continue to originate record = Continued growth Q/Q in both
correspondent aggregator in the volumes as a result of: lock and funding volumes as a
us. result of the increase in
— Advanced modeling and approved brokers and our larger
» Significant growth in conventional analytics presence in the channel
correspondent market share asa
resuft of PennyMac’s low cost — Growth in sales and fulfillment — Approved brokers totaled 1,574
structure and operatigﬂa{ capacity at December 31, 2020, up 11%
consistency in the channel i from September 30
~ Efficient and low cost
= Government correspondent infrastructure — Approximately 12,000 bmkersl
margins continued to trend . _and non-delegated sellers active
towards more nomalized levels = Non-portfolio interest rate lock in the market
commitments in 4Q20 totaled ; _
$1.3 billion, up from $906 million = Margins conlmue_to decrease
in 3Q20 and $94 million in 4Q19 from peak levels in 2Q20 but

remain high on a historical basis

= Margins decreased modestly in
4020, but remained elevated
relative to historical levels

Record production volumes across all channels in 4Q20 enabled by PennyMac’s low-cost
and efficient fulfillment process

PennyMac 2
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Servicing Segment Highlights

= Servicing portfolio totaled $426.8 billion in UPB at
December 31, 2020, up 6% Q/Q and 16% Y/Y

= Record production volumes led to portfolio growth
despite elevated prepayment activity

= Modest decrease in delinguency rates as
borrowers began to emerge from forbearance
plans

= Substantial increase in modifications and EBO
loan volume related to loss mitigation efforts with
borrowers emerging from COVID-19 forbearance
plans

Selected Dperational Metrics
3Q20 4020

Leans seniced (in thousands) 157 1947
50+ day delinauency rae - owned portfolo 11.4% 10.2%
60+ day delinguency rale - sub-seniced pcrrfnlio: 3T 2T%
Actual CPR - owned portiolio’ 29.7% 5%
‘actual CPR - sub-serviced 39.2% 38.9%
UPB of completed modificaions (S in milions) 3975 56,291
EBO loan wolume (3 in milions] 52729 85,014

Loan Servicing Portfolio Composition

{UPB in billions)
54268

5401.9
53687

1213172019
u Prime owned

Net Portfolio Growth
(UFB in billions)

9ra2020 1213172020
mPrime subserviced and other

—

Addtions framloan At 12/31/20
production'

Runoff

AL 930020

PennyM

Financial Services, Inc. anyasselsales by PMT
jumbo loan acquistions subserviced for PMT

a distressed lban investments

' Dwrned portfolio in predominantty government-insured and quarant&ed lans underthe FHA (52%), WA (28%), and USDA (12%) programs.
Delinquency data based on loan countiie., not UPE). CPR = Conditional Pregayment Rate,
¥ UPB of completed modifications includes loss mitigation efforts assadated with partial clams programs
! Early buyouts of delinguent loans fromGinnie Mae peols during the period
® Incledes consumerdirect production, government cerrespondent acguisitions, and cenventienal conforming and

I Repregents PMTs M3Rs. Excludes

= Alzoincludes loans servicing released in connection with 13




Investment Management Segment Highlights

= Net AUM as of December 31, 2020 were $2.3 billion, up 1% from September 30, 2020 primarily
due to the increase in PMT's book value

— Investment management revenues were $9.7 million, down slightly from the prior quarter which
included higher gains related to PMT shares owned by PFSI

— Incentive fees are not expected inthe near term due to the impact of PMT's 1Q20loss

Investment Management AUM Investment Management Revenues
(% in billlions) — (8 in mithons)

5245
§2.28 8230 519 598

123172019 91302020 1213172020 4019 3Q20 4220

mBase management fees &other revenue = Performance incentive

PennyMac 14
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Trends in Delinquencies, Forbearance and Loss Mitigation

= In PFSI's predominately government MSR portfolio,
approximately 235,000 borrowers were enrolled in a
forbearance plan in 2020

—  Through December 31st, approximately 115,000
borrowers exited or are in the process of exiting their

forbearance plan

= Senvicing advances outstanding increased o
approximately $454 milion at December 31, 2020, from
$346 million at September 30 primarily due to seasonal

property tax payments

Dec-19 Mar-20 Jun-20 Sep-20 Dec-20
Current in Forbearance =30+ Day Delinguency Rate - Advances are expected to continue increasing over the
next 6 to 12 months

e [ elinguent in Forrearance

— Mo P&l advances are outstanding, as prepayment activity
continues to sufficiently cover remittance obligations

18%
o 1% = Of the 1.8% reduction in forbearance related to re-
e performance
7 % -  0.8% were forbearances that remained current or went
i delinguent and subsequently became current
- 1.0% were FHA Partial Claims or completed modifications
WA020 Fie Active Faid- 0+D2  Exerded  New 123120 el ) .

perkiring mmh il Erteannaes = Elevated EBO activity is expected to continue in 2021

SR Egginning Pericd Forbearance Ending Period Forbearance

Note: Figures may not sum due to rounding

o - " Owned WSR portfolo. Delinquency and forbearance data bazed on loan count (Le. not UPB). Az of 12731720, 30+ day delinguency unitz amounted to
Pen c" 160,068, forbearance units amounted to 98,530, total portfolic units were 1,266,802, and portfelio UPB was 3252 bilien.
2 Forpearance cutcomes based on loan count a3 a percentage of beginning periad boans in forbearance. 15
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Overview of PennyMac Financial’s Businesses

= Correspondent aggregation of
newly originated loans from
third-party sellers

- PFSI earns gains on delegated
government-insured and non-
delegated loans

- Fulfilment fees for PMT's
delegated conventional loans

= Consumer direct origination of
conventional and government-
insured loans

= Broker direct origination
launched in 2018

= Servicing for owned MSRs = External manager of PMT,

and subservicing for PMT which invests in mortgage-
related assets:

— GSE credit risk transfers

— MSRs and ESS

— Investments in prime non-
Agency MBS and asset-backed

Major loan servicer for
Fannie Mae, Freddie Mac
and Ginnie Mae

Industry-leading capabilities
in special servicing

securities
Organic growth results from = Synergistic partnership with
loan production, PMT

supplemented by MSR
acquisitions and PMT
investment activity

| = Complex and highly regulated morigage industry requires effective governance, compliance and

operating systems

» Operating platform has been developed organically and is highly scalable
= Commitment to strong corporate governance, compliance and risk management since inception

| = PFS3l is well positioned for continued growth in this market and regulatory environment

PennyMac

Financial 5ervices, Inc.
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PFSI’'s Mortgage Banking Franchise Has Substantial Long-Term Value

Large volumes of production create
“fywheel” ro grow servicing portfolio

Loan Production Loan Servicing
3 largest in the U.5.(Y 7™ largest in the U.S.12
(£137 billion in UPB in the last 12 months) (8427 billion in UPB)®

= Substantially all Fannie Mae, Freddie Mac

S e = Recurring fee income business captured over
and Ginnie Mae-eligible loans 9 P

the life of the loan
= [Diversified business through correspondent,
consumer direct and broker direct channels = |n the event of higher interest rates, expected

— Correspondent and broker direct channels in life of the loan wgl.Jld increase resulting in a
particular allow PFSI to access purchase- more valuable MSR asset
money volume

= These dynamics create a natural hedge to

= Lacks the fixed overhead of the traditional, i
! production income

retail origination model

Drives leads for new consumer
direct originations

In both businesses, scale and efficiency are critical for success

Industry-leading operating platform with more than 6,600 PennyMac'ers across the U.S.

1.9 milion valuable, ongoing consumer relationships in the servicing business

Proprietary technology assets, including systems with capabilities well beyond leading industry vendors
Unparalleled capabilities fo analyze and price large volumes of loans with real-time market updates

e T T W 8

o~ ‘It Inside Mortgage Finance forthe twehe months ended December 31, 2020
o gy s ¥ inside Mortgage Finance as of Seplember 30, 2020
en C = AsofDecember 31, 2020
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Hedging Approach Continues to Moderate the Volatility of PFSI's Results

MSR Valuation Changes and Offsets = PFSI seeks to moderate the impact of
interest rate changes on the fair value of its

MSR asset through a comprehensive hedge
1M SR fair valug change before recognition of realization of cash flows strafegy that also considers production-
mHedging and other gains (lesses) related income

Production pretax income

(5 in millions)

» |n 4020, MSR fair value decreased
&5 gk modestly
- Reduction driven by higher-than-expected
prepayments, increased projections for
short-term prepayments and elevated
$43.2 levels of early buyout activity
5726
» Forthe full year 2020, MSR fair value
losses totaled $1.1 billion while hedging and
. — other gains totaled $943 million
(3442) (s1025)
— Record production pretax income of nearly
$2.0 billion

(51,109.8)

4020 Fy2o

PennyMac 19
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Drivers of Production Segment Profitability

Revenos Revenue
Faiout Margin | |contnition ol Fadioat Mg | ieentnbaton %ol Falloist Margin f %ol
sapama | FuEment |inatofLcan | Prosuctos | | sauewa | Fullsment |imstarLoan | er ap F t | inat of Loan | Preausban
Locks | Fee [bpy) " | origination | Revens Locky Fee (bpa) " | cnigieation | Revenus Locis | Fao (ppe)” | crigination | Rewvenus
Expans] SEpRTIS] IpanI)
Govemment Conespondent 5 15738 B/E B4 2% 15 1.nE 845 nr3 15% 18,180 5 238 12%)
Caonsurer Dirct 3881 424 we s 3% 8208 543 LT 5% 8584 533 4788 3%
Broker Dedt 1315 118 5.3 % 4388 = 7 15% 4351 205 &30 12%|
O nia niz a7 ] ni wa 50.4 a'% i wa 290 %
Total PF Sl account revenue s
ek cf Lean cripination axpirie) 5 2083 1% § Mas 8% |5 3050 36 8 TS 3% A HT & 6833 0%
PUT Comgniional Comespondent 18748 H 583 1% W08 18 548 ™ B/RW 2 728 10%)
Total Producton evenues
ik ok oo erkliatinT wi 1 TR § 82 100% 123 § 853 100% 111 § 7553 100%
Froduction expenses § Juga7 % 5 W48 aml| |5 o7 %5 T % EBA2E o s 1m2 4%
EToquction sepavt $10§ W33 6% 005 633 To% 805 ST %
oretx incams : :

= Direct lending channels (consumer and broker direct) have outsized impact on Production earnings — represented 20%
of fallout adjusted lock volume in 4Q20, but over 70% of segment pretax income

=  Production revenue margins remain elevated especially in the direct lending channels - revenue per fallout adjusted
lock for PFSI's own account was 217 basis points in 4Q20, down slightly from 236 basis points in 3Q20

= Costs®vary by channel — range from approximately 15 basis points in corespondent to 150 basis points in consumer
direct; as the mix shift towards direct lending continues, production expenses as a percentage of fallout adjusted locks
are expected to trend higher

' Expacted ravenue net of direct origination costs attime of lock

PennyMa

Financial 5ervices, Inc.

. @ Reflects hedging, pricing and execution changes, tening of revenue recognition, and other items
c o Costs are fully allocated Preduction expenses nel of Loan origination expense

20




Servicing Profitability Excluding Valuation-Related Changes

([ 4qt9  J (30 ([ 420 ]

bas b basis
$ in millions points’” % in milions points’ " $ in milions points'”
O perating revenue 5 2730 304 5 2614 26.4 5 2722 3
Healization of MSR cash fovs (113.1) (128) (80.2) @1 (85.8) (B.7)
EBO loan-related revenue™ 40.3 45 170.2 172 2333 25
Servicing expenses:
Operating expenses. (80.5) 2.0 (944} 8.5 (1.1} (&.8)
Paygfirelated expense’ (230} (286) (31.2) BN (39.5) (3.8)
Creditlosses and provisions for defauted bans 172} {19} (13.0) (1.3) (12.8) 1.2
EBO loan transaction-refated expense (185} {2.1) (1.2} 0.1 (5.9 (0.6)
Financing expenses:
Intereston ESS (2.2) {02y 2.1) 0.2) (2.0} (0.2}
Irterestto third parties 187 22 (20,1} 20) (30.68) (300
Pretax income excluding valuation-related changes 5 18.1 44 5 179.5 181 $ 2343 226
Valuation-related changes'
MSR fair value” 1605 (370 (44.2
ESS Rabilty fair vake 2.3) 31 67
Hedging derivatives gains Josses) (182.4) 6.5 {109.1}
Provision for creditlosses on active loans”™ {102 40.5) [45 8
Servicing segment pretax income 5 15.1) 5 1117 ] 42.0
Average senvicing portfolio UPB $ 359033 3 396,422 $ 414351

» Operating revenue increased $10.8 million Q/Q driven by higher fees from a growing servicing portfolio

= EBO loan-related revenue increased significantly to $233 3 million as a result of loss mitigation activity on loans
emerging from forbearance while related expenses were modest as most of the loans bought out retumed to
performing status immediately

=  Payoff-related expense from prepayments remains elevated and increased $8.3 million Q/Q

= Valuation-related changes include $45.6 million in provisions for credit losses on active loans driven by higher
delinquencies related to COVID-19

' Of average portfobo Uﬁ. annuakzed

o @ Comprised of net gans on morigage loans held for sake at fair value and net interestincome related to EBO loans
Pen c”‘ a Consists ofinterest shortfall and recording and release fees
“ Changes in fair value do not include realization ofMSR cash flows, which are included in amortization and reakization of MSR cash flowsabove 21

Financial Services, Inc. © hcludes far value changes and provision for impairment
= Considered in the assessment of MSR fair value changes




Servicing Profitability Excluding Valuation-Related Changes

(2017 J( 2018 J( 2019 ][ 202

basis basis basis Basis
S in millions EE’EEW £ in milons EE"*EW S n milbons EE'!EEI:I 5 in rallions E!'ﬂ’ﬁiw
Operating revenue 5§ 67 281 § s 2886 % 10228 306 5 10574 269
Reakzation of MSR cash flava 2366) (10.7) (280.0) (10.4) (429.6) {12.9) @522) (10.0)
EBO lpan-related FE'JQRLEE: 1387 6.3 171.4 G4 147 .1 ad 5273 134
Servicing expenses:
Operating expenses R2325) [10.5) 283.9) (10.5) (319.0) (8.5) 3555) (%00
Payofirelaed expense’” (225) 1.0y 27.3) (o) #1.4) (1.2} (1167} (3.0)
Credit lbosses and provisions for de faulted loans (52.8) 2.4) 58.5) 22) 5.6} (2.3} (47 8) (1.2)
E B0 loan transactionselated expense (33.3) 1.5} 41.2} {15} (39.8) (1.8} (319) (0.8)
Financing expenses:
Interest on E 55 (17.0) 0.8} 5.1} {0e) [0:3) (0.3} B4) (0.2
Interest fo third parties. (52.5) 2.8) B80.5) 24) B7.2) (256} (89.2) (2.3)
Pretax income excluding valuationrelated changes § 103.0 4.6 § 146.5 54 -] 146.8 4.4 ] 543.0 13.8
Valaton-related changes™
WMSR fairvalue™ (18.1) 1537 (558.0) & (1,108.8)
E S5 liability fair value 19.4 (8.5) 93 250
Hedging dervatives gains (losses) (37.9) (121.0) 395.5 9162
Provision for credit losses an active lpans™ 78} (8.3) 7.3 (114.1)
Servicing segment pretax income 5 58.7 § 172.3 ] (14.8) § 262.1
Average servicing portfolio UPB § 221 506 $ 269403 $ 334189 § 383,504
* Of average portfolio UPB
P 21 Comprised of net gains on morigage loans held for sale at farr value and nef interest ncome: related to EBO loans

Pen j c' o Consists of interest shortfall and recording and release fees
# Changes in fair value do not include realization of MSR cash flows, which are included in amortization and realization of MSR cash fowsabove 22
Financial Services, Inc.  ihcludes far value changes and provision for impairment
= Congideredin the assessment of MSH fair value changes




PFSI Has Developed in a Sustainable Manner for Long-Term Growth

= Disciplined growth to address the demands of the
GSEs, Agencies, regulators and our financing partners 2020
- Since inception, PennyMac has focused on building and 2019 ! * Issued$650 million of Senior
testing processes and systems before adding significant e :nseq‘;ed N:esﬁ_h i
b ti I = | aunchedproprietary, cloud-base
st i 2018 | senicing Systems Environment (SSE)
= Highly experienced managementteam has created a » Launched broker-direct lending channel
robust corporate governance system centered on 2017 | « pFg completes corporate recrganization
compliance, risk management and quality control
P e g feind 2016 | = IssusdMSR-backed term notes

2015 | "™ Substantial growth in consumer direct capacity

2014 = Stockholders' equity surpasses$1 billion

» Continued organic growth
2013 | . Senvicing UPB reaches $100 billion
2012 * PFS| completedinitial public offering
1 * Expanded infrastructure in Fort Worth, TX
= Expanded infrastruclure in Tampa, FL
2011 |, Became largestnon-bank correspondent aggregator
2010 = Expanded infrastructure with flagship operations facility in Moorpark, CA
* Commespondentleadershipteam expands
» Added senicing leadership for prime porifolio and to drive scalable growth
2009 | » correspondentsystem launches
2008 * PMT formed in an initial public offering raising $320 million
= Corespondent group establishedwith a focus on operalions development and process design
= Operations launched; de novo build of legacy-free morgage senvicer
* Raised 3500 million of capital in private opportunity funds

PeriodEnd: 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 o
Headcount: T2 128 230 435 1,008 1373 1816 2523 3,089 3248 3460 4215 68632

[ " Excludes outsourced full-time equivalents

Pennj?Mac’ 23
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Potential Opportunity in MSR Acquisitions

Why Are MSR Which MSR Transactions
Sales Occurring? HoW Ba MBE - € e 1) Mirke Are Aftractive?

* Large servicers may sell MSRs  «  Intermittent large bulk portfolio sales =~ » GSE and Ginnie Mae sevicing in
due to operational pressures, ($10+ billion in UPB) which PF&I has distinctive

regulatory capital constraints for i

baghl-cs agfd a f:a_mcus G Gors - Requirg cu_nsi_derah!e r.unrdin_ation with expertise

Al saste selling institutions and Agencies » MSRs sold and operational

= Mini-bulk sales (typically $500 million servicing transferred to PFSI (not

= Independent morigage banks S ; -

sell EﬂSRs from tir%e%o time due to $5 billien in UPB) Bi-ericod e i pary)

to a need for capital »  Flowfco-issue M3SR fransactions » Measurable representation and
. Opportunities may arise in the (monthly commitments, typically $20- warranty liability for PFSI

current market driven by §100 million in UPB)

dislocation and liquidity - Alternative delivery method typically

CONCerms from larger independent originators

PFSlis uniquely positioned to be a successful acquirer of MSRS
Proven track record of complex MSR and distressed loan transfers

+ Operational platform that addresses the demands of the Agencies, regulators and financing pariners

+ Physical capacity in place to sustain servicing portfolio growth plans

« Potential co-investment opportunity for PMT in the ESS

PennyMac 24

Financial Services, Inc.




PFSI’'s Mortgage Servicing Rights Investments in Partnership with PMT

= PMT has co-invested in Agency MSRs acquired from third-party sellers by PFSI; presently only related fo
cerfain Ginnie Mae MSRs

= PMT acquires the right to receive the ESS cash flows over the life of the underlying loans

» PFS| owns the MSRs and services the loans

Acquired by PFSIfrom
Third-Party Seller'"

Acquired by PM
from PFSIM

Excess Servicing Spread@

= |nterest income from a portion of the
contractual servicing fee

— Realized yield dependent on prepayment
speeds and recapture

Excess Servicing
. Spread
P (e.g., 17bp)
MSR Asset e
(e.g.34bp [
servicing fee) R

Base MSR

= Income from a portion of the

contractual servicing fee

T~ B MSR _ _ :
' ol =  Also entitlted to ancillary income

(e.g., 17bp)

= Bears expenses of performing loan
semnvicing activities

Example transaction: actual transaction details may vary materially = Required to advance certain payments
largely for delinquent loans

'l ' The contractual servicer and MSR owner is PLS, an indirect wholly-cwned subsidiaryof PFSI
a “ Subjectand subordinate to Agency rights (under the related servicer orissuer guide) and, as applicable, te PFSIs pledge of MSRs under a note
en ac payable; does not change the contractualservicing fee paid by the Agency lo the servicer 25
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MSR Asset Valuation

& A
December 31, 2020 Mot subjectto Subject to excess Total
Unaudited ($ in millions) EXCESS senvicing senicing spread
Pool UPB $223,088 $15323 $238.411
Coupon™ 3.57% 4.18% 361%
Servicing fee/s pread 0.35% 0.34% 0.35%
Prepayment speed assumption (CPR) 13.9% 11.7% 13.7%
Fair value 524204 $160.8 325812
As amultiple of senvicing fee 314 3.05 313
Related excess sevicing spread lzbiity $1318 $131.8
\. S
]
P ®
ennyMac 26
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Acquisitions and Originations by Product

First Lien Acquisitions/Originations

r

Unaudited (§ in millions) [ sans ] 10w | [ 202 | | 3020 | [ san |
Correspondent Acquisitions
Conventional Conforming 5 20,510 -1 16,153 5 18,900 5 27,351 5 ar 886
Govemment 16,653 13818 10,991 18,977 18,923
Non-agency - - - - -
Totl - 37163 % 20768 0§ 29890 § 4438 5 56,908
Consumer Direct Originations
Conventional Conforming 3 1203 5§ 1670 35 2475 3 309 5 3658
Govemment 2,566 2354 2647 3,240 43586
Jumba - - - - -
Total 3 3768 § 4024 % 5122 § 631 § 805
Broker Direct Originations
Conventional Conforming ] 940 5 1962 § 213 5 2657 8 3527
Govemment 481 403 481 845 958
Non-Agency i - = = = =
Total $ 1429 § 1566 § 2647 § 3502 5 4,484
Total acquisitions/originaions 5 42383 § 353586 § 37630 8 54161 5 69,407
L
UPB of loans
[ fulfiled for PMT $ 20510 5§ 16153 § 18,900 § it 37,986

SecondLien Originations

Consumer Direct Fundings
HE LOC 5 i % 2 3 1 3 0 5 0
. Hote: Figures may not sum exactly due o reunding

P S s "' Consists of prime jumbe and non-QM lpans
ennyMac
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Interest Rate Locks by Product

FirstLien Locks

-
Unaudited [§ in millions) | 4019 | | 1020 j | 2020 | | 3020 | | 4020
Come spondent Locks
Conventional Gonforming 5 1973 3 19,108 S 24804 & 34356 5 35,451
Eovernment 18,225 14,871 12920 20,184 19,728
Il:n-.ﬁqenq,-"' E & 5 = &
Tatal 5 35,961 5 3,980 ] 3T, 725 § 54 523 5 53,113

Consumer Direct Locks

Conventional Conforming ] 20852 8 3803 S 48688 8 5.099 5 5711
Gorvernment 3,407 3,845 4,281 5207 7128
Jumbg [] g - . .

Total 5 5466 § 7158 § 8,947 5 10,906 § 12,837

Broker Direct Locks

Comventional Conforming s 1147 3 2183 5 3229 8 428 3 4,375

Gavernment se8 810 #08 1,288 1.341

Nen-Agency % i : ; :

Total 5 1742 5 2,773 5 4087 - 5492 -1 5716

Total locks 5 43140 3 m912 8 50763 8 70920 3§ 77,71
' Mote: Figures may not sum exacily dugto rounding

P S s "' Consists of prime jumbe and non-QM lpans
ennyMac
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Credit Characteristics by Acquisition/ Origination Period

Correspondent
Weighted Average FICO Weighted Average DTI
4019 1020 20020 3020 4020 4019 1020 2040 3Q20 4020
Gavemment-insured 703 700 719 715 714 Government-insured 42 42 i 1 36
|Conventional 762 763 769 772 768 Conventional 35 3 3z 3z 33
ConsumerDirect
Weighted Average FICO Weighted Average DTI
419 1020 2020 3020 4020 4019 102 202 320 4020
Government-insured IS 710 719 719 720 Government-insured 42 42 41 40 39
Conventional 747 748 752 756 759 Conventional 35 35 39 32 kY
BrokerDirect
Weighted Average FICO Weighted Average DTI
4019 1020 2020 3020 4020 4019 1020 2020 3020 4020
Government-insured 715 712 738 756 753 Government-insured 43 43 42 45 43
Conventional 758 761 767 770 768 Conventional 36 34 32 32 32
L}
L]
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