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• AOT Hedge delivery dates:
– Settlement dates for the current month are not accepted. Acceptable settlement dates are one month out from current month. (e.g. On 

01/01/2023 acceptable AOT trades can have settlements in FEB. Please note, AOT’s that settle in JAN will no longer be accepted on 
01/01/2023.)

• AOT Hedge Amount:
– Assignment amount does not need to match trade amount.  
– Sum of the trades assigned MINUS the sum of the loans hit must be less than $1,000,000. (e.g. $5.4m of won loans and $7m in AOT 

assignments will not be accepted)
– In the case of over delivery of a hedge, the current offer side will be quoted for the overage amount and used to calculate the P&L in the 

hedge trade.

• AOT Hedges coupons:
– Hedge coupons DO NOT NEED to match loan delivery best execution coupons. 
– If hedge coupons do not match loan delivery coupons, the current offer side of the hedge coupon will be used to calculate the P&L in 

the hedge trade.  
– If hedge coupons match bid delivery coupons then current bid side will be used calculating P&L in the hedge trade.

• Miscellaneous
– Minimum AOT per coupon:  $500,000
– Max commitment period:  15 days



CONFIDENTIAL & PROPRIETARY

BID TAPE AOT PROCESS

4

 



CONFIDENTIAL & PROPRIETARY

AOT PROCESS
 

5

1. Seller submits bids to AgencyTrading@pennymac.com.

2. All-in loan level pricing will be provided by agency trading. Please note, initial pricing provided on bid is based on current market pricing, and 
does not reflect AOTs.

3. Seller returns winning loan population along with a filled out ‘AOT Trade Entry’ template and ‘Tri-Party Agreements’.

4. Agency trading will return a final pricing sheet to seller, including AOT Trade pricing adjustment table (See slide 8 for example)

5. Seller will receive a confirmation email with commitment number.

6. All extension and pair-off requests should be submitted to CorrespondentMandatory@pennymac.com.

mailto:AgencyTrading@pennymac.com
mailto:CorrespondentMandatory@pennymac.com
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• Once all required materials have been sent to agency trading, the trade desk will verify the Trade Entry Template and AOT agreements

• The final pricing displays the AOT spread and final price, as highlighted below in red
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AOT Trade Less Than Loans Delivered: 

Gain/Loss Hedge Calculation:
• (AOT Trade Px – Current TBA Px)/100 * AOT Trade

• (99.562500 – 100.109375)/100 * 1,500,000 = -8,203

Gain/Loss Hedge Calculation (BPS):
• (Gain/Loss in Hedge/Loans Delivered) * 100

• (-8,203/1,524,500) * 100 = -.5381

AOT Trade Greater Than or Equal Loans Delivered: 

Gain/Loss Hedge Calculation:
• (AOT Trade Px – Current TBA Px)/100 * Loans Delivered

• (99.914063 – 100.312500)/100 * 2,917,112 = -11,623
                                     +
• (AOT Trade Px – Current TBA Ask Px)/100 * (- Delivery Variance)

• (99.914063 – 100.359375)/100 * -82,888 = -369

Gain/Loss Hedge Calculation (BPS):
• (Gain/Loss in Hedge/Loans Delivered) * 100

• (-11,992/2,917,112) * 100 = -.4111
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Pennymac is currently accepting AOTs from the following dealers:

• Banc of America
• Bank of Oklahoma
• Barclays Capital
• BMO Capital Markets Corporation
• BNP Paribas
• BNY Mellon
• Brean Capital
• Cantor Fitzgerald LP
• Citigroup
• Daiwa Capital Markets
• Fannie Cap Markets
• Goldman Sachs
• Hilltop Securities Inc.
• Janney Montgomery
• Jefferies
• JP Morgan
• JVB Financial Group

• Marex North America LLC (formerly ED&F Man 
Capital Markets)

• Mizuho Securities
• Morgan Stanley
• MUFG Securities Americas
• Multi-Bank Securities
• Nomura Securities
• PNC Bank
• Raymond James & Associates
• Santander US Capital Markets LLC (formerly 

Amherst Pierpont)
• South Street Securities
• Stifel, Nicolaus & Co., Inc.
• StoneX Group Inc. (formerly INTL FCstone Inc.)
• Texas Capital Securities
• Wells Fargo

The most up-to-date list can be found at:
https://www.gopennymac.com/tools/seller-guide/exhibit-1-aot-slash-acceptable-broker-dealers


