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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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Class A common stock to be offered by the
selling stockholders

Class A common stock outstanding after
giving effect to this offering

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

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

Voting rights

THE OFFERING

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).

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.

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.

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.

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

Use of proceeds

Dividend policy

Risk factors

NYSE symbol

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.

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.

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."

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.

"PFSL."

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;

10
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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.

11
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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

12
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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
QOur 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 regulat
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