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PennyMac Financial Services Inc. MODERATE BUY
Last Close:  $102.35

Market Cap: $1.09 Billion

Target Upside: 10.94%

12 Month Target: $113.55
NYSE: PFSI
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EXECUTIVE SUMMARY
We issue a MODERATE BUY recommendation based on our 12-month target price of $113.55, reflecting a 10.94%
upside to the Dec. 31, 2024 close price of $102.35.

1. Diverse
Business Lines
Hedge Against

Economic
Uncertainty

2. Stellar
Service & Low
Rates Enhance

Competitive
Positioning

3. Long-Term
Shareholder
Incentives

(LTSI) Drive
Steady Growth

4. Digital and
Marketing

Investments
For The
Future
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10%

Servicing 
Portfolio
UPB

Founded in the
wake of the

financial crisis

Completes IPO!
Listed on NYSE

$450B in MSRs.
Leading servicer

$665B in servicing
portfolio UPB!

Record loan
production

volume!

Total Loan
Production
UPB

17%

Leading U.S Mortgage Lender & Servicer 

2008 2013 2019

2024 2023

Servicing

BUSINESS OVERVIEW

$665.8B

Source: Team Analysis
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Production

Investment Management

Correspondent Production
Consumer Direct Lending
Broker Direct Lending

Loan Adminstration
Collection
Debt Management Activities

Acquires, Pools and Sells
Mortgage Loans
Mortgage Servicing Rights
Investing 

$116.3B



1. Diverse Business Lines Hedge Against Economic Uncertainty
Multiple Revenue Streams Drive Steady Growth
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1. DIVERSE BUSINESS LINES
Multiple Revenue Streams Drive Steady Growth

Source: Team Analysis
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Production

Business: Origination, Acquisition and Sale of Residential Mortgage
Loans.
Government-backed loans (FHA, VA): significant portion of PennyMac’s
portfolio remain in demand even during inflationary periods.

Servicing

Business: Loan Administration, collection and default management 
Rate Hedge: In case of rising rates and low refinancing, PFSI’s servicing
income sees growth.

Investment Management

Business: Sourcing, performing diligence, bidding, closing asset
acquisitions and strategically managing MBS portfolios hedge against
interest rate fluctuations and capitalize on market dislocations.

Production Servicing

$0M $50M $100M $150M $200M $250M $300M

2022

2023

2024

$132M

$199M

$176M

$176M

$261M

$198M

Total Net Revenue (Quarter ended December)



2. Stellar Service & Low Rates Enhance Competitive Positioning
Award Winning Service & Low rates Improve Market Share
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$108.28B

$99.42B

$41.74B

$36.90B

$30.53B

$27.51B

$25.00B

$22.69B

$21.71B

$21.63B

2024 Top Productive Lenders in the
U.S.(Funded Loans)

Source: Team Analysis

PFSI Industry

6.99 7.11

2. Stellar Service & Low Rates Enhance Competitive Positioning

Lower Mortgage Rates Drive Value

Low 30-year mortgage rates.

Lower fees for brokers and consumers.

Award Winning Service & Low rates Improve Market Share
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4.0/5.0Customer Satisfaction Score

0 200 400 600 800

Industry

PFSI

PNC

PHM

RKT

606

622

738

772

747

0.20/1000

Low Customer Complaints
Per 1,000 mortgages

2.6M1.7M

4.5/5.0

70% 50%

2. Stellar Service & Low Rates Enhance Competitive Positioning

Ranked above industry average for customer
satisfaction.

 Consumer
Base 2024

Forbes
Advisor

 Highly Rated Customer
Service

Customer
retention

NerdWallet

Above Industry Average Rankings

Source: Team Analysis

Consumer
Base 2019

Industry
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3. Long-Term Shareholder Incentives (LTSI) Drive Growth
Effective Hedging Strategies Ensure Stability
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Equity Weight Cash Weight Base Weight

80% Hedge Ratio Smooths Mortgage Servicing
Right Fluctuations!

72%

PFSI Stock
Price

Inflation 
Rate

Increased Equity-Weighted Portion of  LTSI

3. Long-Term Shareholder Incentives (LTSI) Drive Growth

63%

22%

$102.54

2020 2021 2022 2023 2024

Positive Growth Despite Rate Fluctations

2021 2022 2023

15%

39%

52%

9%

48%
41%

11%

Effective Hedging Strategies Ensure Stability

Source: Team Analysis

11

100% Hedge Ratio In 2025!



4. Digital & Marketing Investments For The Future
Digital & Marketing CAPEX Aim To Improve Market Share
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2019 2020 2021 2022 2023
0.00%

20.00%

40.00%

60.00%

80.00%

100.00%

82.75% 82.11%
86.11%

90.95%
96.17%

James Follette
Acting Chief Digital Officer

responsible for technology and
servicing.

Mike Hogan
Acting Chief Information Officer

responsible for leadership and vision
for technological initiatives.

Sunil Chandra
Board Member. Founder and CEO of

Dyme.Earth. A wealth of experience in
technology and AI loan services.

4. Digital & Marketing Investments For The Future
Digital & Marketing CAPEX Aim To Improve Market Share

Source: Team Analysis

Technological CAPEX Investments (%)
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG)
Moderate ESG Exposure Presents Limited Risks

Source: SustainAnalytics

Environmental (Score 7: Industry 21)
Negligible carbon footprint

Social (Score 29: Industry 23)

Minimization and Reduction

Promotes Sustainability Awareness

Promotes Environmental Best Practices

#1 VA & FHA Loan Lender

94% Customer Satisfaction Rating

Most Loved Workplace & Top 100 Company

Peers Env. Social Gov.

RKT 10 29 30

COOP 13 23 29

FLG 34 25 24
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President CEO Director Others Total

1.60% 3.00%

9.30%

2.70%

16.60%

Peers Env. Social Gov.

RKT 10 29 30

COOP 13 23 29

FLG 34 25 24

Governance (Score 30: Industry 29)

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG)
Moderate ESG Exposure Presents Limited Risks

Source: SustainAnalytics

Base salary and performance-based incentives

Heavily weighted equity awards

Recent expert AI and technology executive additions

Majority large market cap institutional investors

Significant board stock ownership:

6.04%

RKT
PFSI
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INTERNAL VALUATION
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Growth Rate

Post-Tax Cost of Debt: 3.97%

Cost of Equity: 14.14%

Our Gordon Growth Model Suggests Upside

Source: Team Analysis

2.5% 3.5% 4.5%

10.0% 6,529,056.60 7,334,406.40 8,432,610.60

11.0% 5,780,991.40 6,381,698.20 7,167,238.00

12.0% 5,190,388.80 5,653,069.00 6,239,130.50

Concluded Equity Value $6,381,698.20

Shares Outstanding 51,260

16

Terminal Growth Rate: 3.5%

WACC: 11.00%

DCF Target Price

$123.19



RELATIVE VALUATION

MORTGAGE BANKING PEERS

1.9082.78% 17.22%

PFSI Target P/SMortgage Banking % Managed REITS %

1.65 3.10 $54.82

MB Median P/S REITS Median P/S Sales/Share (2024)

Our Relative Valuation Price To Sales (P/S) Method Confirms Our Buy Recommendation 

Source: Team Analysis
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RV Target Price

$103.91

MANAGED REITS PEERS



R1: Inflation | P(High) Med Impact

INVESTMENT RISKS
We Observe Three Downside Risks To Our MODERATE BUY Recommendation

Source: Team Analysis
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Fluctuating Interest Rates Distort MSR
Valuations

R2: Mortgage Rates | P(Low) Med Impact

R3: Interest Rate | P(Low) High Impact

INVESTMENT RISKS

Source: Team Analysis
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We Observe Three Downside Risks To Our MODERATE BUY Recommendation



SUMMARY

Digital and Marketing Investments For The
Future

Stellar Service & Low Rates Enhance
Competitive Positioning

Long-Term Shareholder Incentives (LTSI)
Drive Growth

Diverse Business Lines Hedge Against
Economic Uncertainty

Strong Foundations Build Above Market Returns!

Source: Team Analysis

Recommendation:
Moderate Buy

Target Price:
$113.55
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BUSINESS & INDUSTRY
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Net Income

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
$0B

$500B

$1000B

$1500B

$2000B

$172B $196B
$247B

$336B $311B
$244B

$392B

$1646B

$1003B

$475B

$144B

$311B

IPO on
NYSE

Leading servicer with
record $450B in MSR’s

BUSINESS HISTORY
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Source: Team Analysis

$665B in servicing
portfolio UPB

$100B

$200B

$300B

$400B

$500B

$700B

$600B

$0B

Servicing
UPB

Net Income



PFSI SHARE PRICE HISTORY
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Source: Team Analysis

Closing 
Price ($)



PEERS OVERVIEW
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Source: InsideMortgage

#5 Bank of
America

#4 Wells
Fargo

#3 United
Wholesale

#2 PennyMac
Financial

#1 Rocket
Companies

#6 PennyMac
Financial

#5 Bank of
America

#4 JPMorgan
Chase

#3 Mr Coopers
Group

#2 Wells
Fargo

#1 Lakeview Loan
Servicing

Top Ranked Providers

Top Ranked Servicers



INDUSTRY LOAN VOLUME
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Source: Team Analysis

UWM PFSI AHM NZ CCM FFIM PHL LD GR CMG
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WEEKLY FRM 2015 - 2024
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Source: Team Analysis

FRM - Fixed Rate Mortgage



MARKET SHARE
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United Wholesale Mortgage Corp | UWMC

Rocket Companies LLC | RKT

Bank Of America | BOA

Fairway Independ Mortgage | FIM

Crosscountry Mortgage | CCM

U.S. Bank Mortgage | USBM

Navy Federal Credit Union : NFCU

Citizens Bank: CB

PNC Bank: PNC

Loan Depot: LD

Source: Team Analysis
2024



THESIS 1 - DIVERSE LOB
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SEGMENTED REVENUE BREAKDOWN

31

Source: Team Analysis

Production
72%

Servicing
26%

Investment Management
2%

2024



INVESTMENT MANAGEMENT FEES

32

Source: Team Analysis

2019 2020 2021 2022 2023
$0

$10,000

$20,000

$30,000

$40,000

$50,000

$42,736
$39,836

$43,302

$40,078
$37,229



THESIS 2 - SERVICE
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SERVICING SATISFATION

34

Source: Team Analysis

PFSI COOP FLG Industry RKT
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ORIGINATION SATISFACTION
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Source: Team Analysis

COOP Industry PFSI RKT

0 200 400 600 800

COOP

Industry

PFSI

RKT

577

606

622

713

2024



CUSTOMER GROWTH
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Source: Team Analysis

# of Customers

2019 2020 2021 2022 2023 Q3 2024
0

500,000

1,000,000

1,500,000

2,000,000

2,500,000

3,000,000

1,800,000

2,000,000
2,100,000

2,300,000
2,400,000

2,600,000



30 YEAR MORTGAGE RATES
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Source: Team Analysis
PFSI Industry

0.00%

2.00%

4.00%

6.00%

8.00%

6.99% 7.11%

2024



THESIS 3 - LTSI
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 LOAN ACQUISITIONS AND ORIGINATIONS
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Source: J.D. Power

2023 2024

Q1 Q2 Q3 Q4
0B

10B

20B

30B

40B



Q4 2024 
Hedge Losses

-$608M 

Hedging and related gains (losses)

MSR fair value change before realization of cash flows

2021 2022 2023 2024
-800

-600

-400

-200

0

200

400

600

-237

57

-446

269 242

-402

-608

540
Q4 2024 

Hedge Ratio
90%-100%

YOY HEDGE RATIO
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Source: Team Analysis



THESIS 4 - DIGITAL
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HISTORICAL CAPEX
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Source: Team Analysis
2019 2020 2021 2022 2023

$0.0

$20,000.0

$40,000.0

$60,000.0

$80,000.0

$35,509.0

$59,651.0
$56,879.0

$79,094.0

$36,170.0



CAPEX TECHNOLOGY WEIGHTING
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Source: Team Analysis

2019 2020 2021 2022 2023
0.00%

20.00%

40.00%

60.00%

80.00%

100.00%

82.75% 82.11%
86.11%

90.95%
96.17%



ESG
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ESG RISK WEIGHTING
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Source: SustainAnalytics

0 5 10 15 20 25 30 35

PFSI

RKT

UWMH
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Industry High

FLG

21

26
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30

30

32
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WORKPLACE AWARDS
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Source: Team Analysis



EXECUTIVE BOARD
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Source: Team Analysis



Name Annual Base Salary
Actual Perfomance-Based

Incentives
Peers Percentile

David A. Spector $1,000,000.00 $1,631,250.00 50th to 75th

Doug Jones $600,000.00 $1,125,000.00 Below the 50th

Daniel S. Perotti $400,000.00 $630,000.00 Below the 50th

William Chang $400,000.00 $450,000.00 Below the 50th

James Follette $375,000.00 $438,750.00 Below the 50th

ANNUAL COMPENSATION

48

Source: Proxy Statement

2023



HC Partners LLC
52.3%

T. Rowe Price Invest. Mgt., Inc.
16.3%

MFN Partners, LP
15.1%

Dimensional Fund Advisors LP
8.9%

INSTITUTIONAL INVESTOR COMPOSITION

49

Source: PFSI Proxy Statment 2024

Above 5% Ownership

2024



VALUATION
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BALANCE SHEET: ASSETS
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Source: Team Analysis



BALANCE SHEET: LIABILITIES PLUS EQUITY
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Source: Team Analysis



INCOME STATEMENT

53

Source: Team Analysis



PROJECTED NET REVENUE
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Source: Team Analysis

2024 2025 2026 2027 2028
$0M

$500M

$1,000M

$1,500M

$2,000M

$2,500M

$1,567M

$1,724M
$1,853M

$1,946M
$2,014M



WACC & DCF MODEL
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Source: Team Analysis



SUMMARY OF TERMINAL AND PRESENT VALUES
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Source: Team Analysis

TERMINAL VALUE CALCULATION

Terminal Net Debt-FCF $510,357

Terminal Growth Rate 3.5%

Terminal Discount Rate 11.00%

Implied Terminal Multiple 13.80x

TV $7,042,927

Present Value Factor 0.68

Present Value of TV $4,761,008

SUMMARY OF PRESENT VALUES

Discrete Period
Value

$1,620,690.60 25.40%

TV $4,761,007.70 74.60%

Total $6,381,698.20 100.00%

2024



DUPONT METHOD 
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Source: Team Analysis 2024



ADJUSTED EBITDA GROWTH
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Source: Team Analysis



RELATIVE VALUATION MODEL
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Source: Team Analysis



INVESTMENT RISKS
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SENSITIVITY AND RATE FORECASTS
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Source: Team Analysis

2024



OTHER
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EXPERT INTERVIEWS
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Source: Team Analysis

As part of our primary research, we interviewed a Branch Manager from Atlas Mortgage Group, a
mortgage brokerage servicing firm that leverages PennyMac for loan origination. The Branch
Manager provided a positive assessment of PFSI, citing the firm’s superior customer support and
competitive mortgage pricing as key factors in driving business. He emphasized PFSI’s strong
reputation for operational efficiency and transparent pricing, which positions the company as a
preferred partner for brokers in the origination space. However, the Branch Manager also pointed
out operational challenges related to PFSI’s technological infrastructure, specifically the complexity
and user-friendliness of its mortgage portals, which he perceived to be less advanced compared to
its competitors. He suggested that strategic enhancements to PFSI’s digital platforms could
significantly improve user experience, thereby strengthening the company’s market position. 

From the conversation, it was clear that while PFSI excels in customer service and pricing
efficiency, it faces challenges in the operational aspects of loan origination. This presents a
potential growth opportunity for PFSI, as the company looks to enhance its market share through
planned improvements, including the integration of artificial intelligence-driven customer service
technology and increased investments in technological infrastructure. 



HISTORICAL TOTAL DIVIDENDS
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Source: PFSI Website

Dividends

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025
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ABBREVIATIONS
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Source: Team Analysis


