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Forward-looking statements

Some of the statements contained in this presentation may constitute forward-looking statements within the meaning of the 

federal securities laws. Forward-looking statements relate to expectations, projections, plans and strategies, positioning, 

anticipated events or trends, and similar expressions concerning matters that are not historical facts. In some cases, you can 

identify forward-looking statements by the use of forward-looking terminology such as "may," "will," "should," "expects," "intends," 

"plans," "anticipates," "believes," "estimates," "predicts," or "potential" or the negative of these words and phrases. You can also 

identify forward-looking statements by discussions of strategy, plans, or intentions. 

The forward-looking statements contained in this presentation reflect our current views about future events and are subject to 

numerous known and unknown risks, uncertainties, assumptions and changes in circumstances that may cause actual results to 

differ significantly from those expressed or contemplated in any forward-looking statement. 

While forward-looking statements reflect our good faith projections, assumptions and expectations, they are not guarantees of 

future results. Furthermore, we disclaim any obligation to publicly update or revise any forward-looking statement to reflect 

changes in underlying assumptions or factors, new information, data or methods, future events or other changes, except as 

required by applicable law. Factors that could cause our results to differ materially include but are not limited to: (1) the continued 

course and severity of COVID-19 variants and subvariants and their direct and indirect impacts (2) general economic conditions 

and real estate market conditions, such as a possible recession, (3) regulatory and/or legislative changes, (4) our customers' 

continued interest in loans and doing business with us, (5) market conditions and investor interest in our contemplated 

securitizations and (6) changes in federal government fiscal and monetary policies and (7) the continued conflict in Ukraine. 

For a further discussion of these and other factors that could cause future results to differ materially from those expressed or 

contemplated in any forward-looking statements, see the section titled ''Risk Factors" previously disclosed in our Form 10-Q filed 

with the SEC on May 14, 2020, as well as other cautionary statements we make in our current and periodic filings with the SEC. 

Such filings are available publicly on our Investor Relations web page at www.velfinance.com.

https://cts.businesswire.com/ct/CT?id=smartlink&url=http://www.velfinance.com&esheet=52190644&newsitemid=20200318005353&lan=en-US&anchor=www.velfinance.com&index=1&md5=6829d0ea8ca4dac882fb2e8e70d9e931
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2Q23 Highlights

Production

& 

Loan 

Portfolio

Earnings

Financing 

& 

Capital

▪ Net income of $12.2 million and diluted earnings per share (EPS) of $0.36, compared to 

$10.6 million and $0.31 per share, respectively, for 2Q22

▪ Core net income(1) of $12.9 million and core diluted EPS(1) of $0.38, compared to 

$10.6 million and $0.31 per share, respectively, for 2Q22

▪ Net revenue growth of 6.8% Q/Q; Operating expense growth Q/Q growth essentially flat

▪ W.A. portfolio yield reached 8.24% for 2Q23, a 24 bps increase from 7.97% for 2Q22

▪ Loan production in 2Q23 totaled $258.6 million in UPB, a decrease of 41.9% from 

$445.4 million in UPB for 2Q22 

▪ Total loan portfolio of $3.7 billion in UPB as of June 30, 2023, an increase of 20.4% from 

June 30, 2022

▪ NPLs were 10.0% of Held for Investment (HFI) as of June 30, 2023, up from 8.2% as of 

June 30, 2022. Realized 3.0% gains on NPL UPB resolved in 2Q23 

▪ Completed the VCC 2023-1R (Re-REMIC) securitization totaling $64.8 million of non – 

mark to market securities issued, collateralized by retained tranches from previous VCC 

securitizations, resulting in $48.0 million in additional liquidity 

▪ Completed the VCC 2023-2 securitization totaling $202.2 million of securities issued, 

comprised of long-term business-purpose loans

▪ Liquidity(2) of $72.0 million as of June 30, 2023

▪ Total available warehouse line capacity was $573.0 million as of June 30, 2023

(1) “Core net income” is a non-GAAP measure which excludes non-recurring and/or unusual activities from GAAP net income.
(2) Liquidity includes unrestricted cash and cash equivalents of $34.0 million and available liquidity in unfinanced loans of $38.0 million.
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$12.18 

$12.57 

$0.14 
$0.27 

Book value at
3/31/23

 Non-Core
Expenses

 Other Ops.
Income

Portfolio
Earnings

Book value at
6/30/23

Core Income and Book Value Per Share

Core Income(1) Book Value Per Share(2)

▪ Core net income totaled $12.9 million in 2Q23, an increase of 21.4% from 2Q22

▪ Core adjustment includes equity incentive compensation expenses and costs related to the Company’s 

employee stock purchase plan (ESPP)

▪ Book value per share as of June 30, 2023, was $12.57(4), compared to $12.18(3) as of 

March 31, 2023

Equity award & ESPP costs $745

(1) “Core net income” is a non-GAAP measure which excludes non-recurring and/or unusual activities from GAAP net income.
(2) Book value per share is the ratio of total equity divided by total shares outstanding. Total equity included non-controlling interest of $3.54 million as of 

June 30, 2023, and $3.62 million as of March 31, 2023.
(3) Based on 32,111,906 common shares outstanding as of March 31, 2023 and excludes unvested shares of common stock authorized for incentive 

compensation totaling 490,526.
(4) Based on 32,238,715 common shares outstanding as of June 30, 2023 and excludes unvested shares of common stock authorized for incentive 

compensation totaling 502,913.

GAAP Net Income $12,183

(3) (4)

Core Net Income $12,928

(0.02)
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416,150

329,785

Fully Diluted Value of Equity Embedded gain - securitized portfolio Platform value

Platform Value

Embedded Gain in 

Securitized Portfolio(1)

Fully Diluted Value 

of Equity(2)

$845,936 - $870,936

$2.93 - $3.66 $100,000 - $125,000

Economic Value of Equity (Non-GAAP)

Economic Value of Equity

$24.78 - $25.51 EVPS(3)  

$9.66  

$12.19  

(1) Embedded gain in securitized portfolio assumes a 10% discount rate of projected securitization earnings and is net of $57,468,581 of deferred loan origination 

costs and securitization deal costs
(2) Fully Diluted Value of Equity assumes 6/30/2023 GAAP Book Value of Stockholders' Equity of $405.2MM + $10.9MM from pro forma exercise of all warrants.
(3) Economic Value of Equity per Share ("EVPS") calculated using 34,140,104 weighted average shares outstanding assuming dilution impact based on Velocity's 

average stock price for 2Q 2023.
(4) Recent M&A precedents for business purpose lenders demonstrate significant platform/franchise values that investors are ascribing to businesses like Velocity 

Financial. These transactions have demonstrated platform values of ~10%+ of annual origination run rate.

The graph reflects our 

estimate of economic value of 

equity by adding the net 

present value of expected 

future gains embedded in the 

amortized cost portfolio and 

the value of our unique 

origination platform

(4)  

Fair Value Election to Capture Embedded Economic Value of Equity Over Time

▪ Prior to October 1, 2023, we elected to carry our retained interests in securitizations at amortized cost

▪ Recent M&A precedents for business purpose lenders demonstrate significant platform/franchise values that 

investors are ascribing to businesses like Velocity Financial

– These transactions have demonstrated platform values of ~10%+ of annual originations run rate
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$253.5 $277.9

$168.8
$116.3

$163.1

$164.0 $133.2

$83.1

$79.7

$73.5

$27.9 $46.2

$25.9

$20.9
$22.1

$445.4 $457.3 

$277.8 

$217.0 

$258.6 

2Q22 3Q22 4Q22 1Q23 2Q23

Investor 1-4 Rental Traditional Commercial Short-term Loan Products

Loan Production

▪ 2Q23 production volumes reflects an improved market environment and heightened investor interest as the 

pace of interest rate increases slowed

▪ Loan production in 2Q23 totaled $258.6 million in UPB, a 19.2% increase from $217.0 million in UPB for 1Q23 

and a 41.9% decrease from $445.4 million in UPB for 2Q22

▪ The WAC(1) on 2Q23 HFI loan production was 11.0%, essentially flat compared to 1Q23 and an increase of 

325 bps from 2Q22

Loan Production Volume

($ of UPB in millions)

Production Volumes Rebound in 2Q23; Improved Demand as Rate Increases Slow 

Units

Average loan balance

(1) Weighted Average Coupon

WAC(1) 7.8% 8.9% 10.3% 11.1% 11.0%

1,072                1,064                832                       589                       722                       

416.0$              429.8$              319.3$                  368.4$                  358.2$                  
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Loan Portfolio by Property Type 
▪ The total loan portfolio was $3.7 billion in UPB as of 

June 30, 2023, a 3.4% increase from $3.6 billion in 

UPB as of March 31, 2023, and 20.4% from $3.1 

billion as of June 30, 2022

– Approximately 75% of the loans in Velocity’s HFI 

portfolio are collateralized by properties that have a 

housing component (Investor 1-4 Rental, 

Multifamily and Mixed Use)

– Loan prepayments totaled $105.8 million, a 21.6% 

Q/Q increase, and a 26.1% Y/Y decrease

▪ The WAC(1) of the portfolio was 8.40% as of 

June 30, 2023, an increase from 8.15% as of 

March 31, 2023, and 7.53% as of June 30, 2022 

▪ The UPB of FVO loans was $688.1 million, or 18.5% 

of total HFI loans as of June 30, 2023, an increase 

from $436.6 million in UPB, or 12.2% as of 

March 31, 2023  

Loan Portfolio

(UPB in millions)

(1) Weighted Average Coupon
(2) $ in thousands.

Strong Portfolio Growth Driven by Improved Production Volumes

$1,517.3
$1,904.5 $2,016.0

409.87 

449.81 
452.42 

289.28 

321.67 
303.68 

$298.2

$308.1
$321.8

$216.7

$221.2
$235.3

$358.8

$390.8
$390.6

$3,090.3

$3,596.2
$3,719.8

2Q22 1Q23 2Q23

Investor 1-4 Rental Mixed Use

Multifamily Retail

Warehouse All Other

Loan to Value 68.2% 68.12% 68.18%

Loan Count 7,779 9,147 9,541

WAC
(1)

7.53% 8.15% 8.40%

Average Loan Balance
(2) 

$397.3 $393.2 $389.9

FVO % 0.05% 12.20% 18.50%
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Portfolio Net Interest Income & NIM(1) Portfolio Yield and Cost of Funds

Portfolio Related

▪ Portfolio NIM(1) in 2Q23 was 3.24%, an increase of 1 bps from 3.23% in 1Q23, and a decrease of 86 bps from 

4.10% in 2Q22

‒ Portfolio Yield: Increased 24 bps from 1Q23 driven primarily by:

• Weighted average coupon of 11% on YTD 2023 production

• Growth in NPL resolutions and realized gains resulting from the collection of default interest and prepayment 

fees

‒ Cost of Funds: Increased 25 bps from 1Q23 primarily driven by higher warehouse line utilization and cost 

Net Interest Margin

(1) Net Interest Income and Net Interest Margin related to the loan portfolio only; excludes corporate debt.

Portfolio Related ($ in millions)

$30.5 
$28.5 $29.4 

4.10%

3.23% 3.24%

2Q22 1Q23 2Q23

Net Interest Income ($ in '000) - portfolio related

Net interest margin (portfolio)

7.97% 8.00% 8.24%

4.34%

5.33% 5.58%

2Q22 1Q23 2Q23

HFI Portfolio Yield

W.A. Cost of funds

Portfolio NIM Growth Driven By Higher Loan Yields, Partially Offset by Higher Cost of Funds
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Nonperforming Loans(1)

▪ Nonperforming loans (NPL) as a percentage of total HFI loans was 10.0% as of June 30, 2023, an increase 

from 8.7% as of March 31, 2023, and 8.2% as of June 30, 2022 

– NPL growth driven by portfolio seasoning and strong collection efforts

▪ Gains on NPL resolutions at 3.0%, consistent with 1Q23 and remained in line with historical averages 

$ UPB in millions

Loan Investment Portfolio Performance

(1) For additional detail, please see page 17 in the Appendix of this presentation. 

Nonperforming Loan Rate Rise Mitigated by Strong NPL Resolution Activity

$252.3 $253.3

$292.8
$309.9

$371.2

8.2%
7.4%

8.3% 8.7%
10.0%

6/30/2022 9/30/2022 12/31/2022 3/31/2023 6/30/2023

Total nonaccrual loans % nonaccrual to total HFI loans
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2Q23 Asset Resolution Activity 

Resolution Activity         

▪ 2Q23 NPL resolutions represented 

13.5% of nonperforming loan UPB as 

of March 31, 2023

▪ UPB of loans resolved in 2Q23 were 

in-line with the recent five-quarter 

resolution average of $42.0 million

NPL Loan Resolutions UPB and Gains Increase Q/Q   

RESOLUTION ACTIVITIES

LONG-TERM LOANS

RESOLUTION ACTIVITY

($ in thousands) UPB $

Gain / 

(Loss) $ UPB $

Gain / 

(Loss) $ UPB $

Gain / 

(Loss) $

 Paid in full 13,485$      965$           11,274$      632$           16,934$      3,303$        

 Paid current 19,771        280             18,477        233             17,407        129             

 REO sold (a) 4,836          (382)            570             137             2,107          816             

 Total resolutions 38,092$      863$           30,321$      1,002$        36,448$      4,248$        

Resolutions as a % of 

nonperforming UPB
102.3% 103.3% 111.7%

SHORT-TERM AND FORBEARANCE LOANS

RESOLUTION ACTIVITY

($ in thousands) UPB $

Gain / 

(Loss) $ UPB $

Gain / 

(Loss) $ UPB $

Gain / 

(Loss) $

 Paid in full 7,004$        318$           5,560$        348$           9,913$        976$           

 Paid current 3,290          89               1,633          9                2,877          22               

 REO sold 1,672          222             1,209          (21)             1,262          500             

 Total resolutions 11,966$      629$           8,402$        336$           14,052$      1,498$        

Resolutions as a % of 

nonperforming UPB
105.3% 104.0% 110.7%

 Grand total resolutions 50,058$      1,492$        38,723$      1,338$        50,500$      5,746$        

Grand total resolutions as a 

% of nonperforming UPB
103.0% 103.5% 111.4%

SECOND QUARTER 2023

SECOND QUARTER 2023

FIRST QUARTER 2023

FIRST QUARTER 2023

SECOND QUARTER 2022

SECOND QUARTER 2022
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$4,905 

$5,330 

$4,893 

$5,045 

$4,626 

0.16% 0.15% 0.15%
0.16% 0.15%

2Q22 3Q22 4Q22 1Q23 2Q23

Total CECL Reserve CECL Reserve as % of Loans HFI

$37.8

$155.2

$0.0

$484.2

$716.6

0.06%

0.25%

0.00%

0.65%

0.87%

2Q22 3Q22 4Q22 1Q23 2Q23

Charge-offs Charge-offs as % of Avg. NPLs

▪ The reserve balance was $4.6 million as of June 30, 2023, an 8.3% decrease from $5.0 million as of 

March 31, 2023, and a 5.7% decrease from $4.9 million as of June 30, 2022

– The Q/Q decrease resulted from run-off of the amortized cost HFI loan portfolio and a modestly improved 

macroeconomic outlook. Loans carried at fair value are not subject to a CECL reserve.

▪ Velocity’s 0.15% CECL reserve rate on eligible (non-”FVO”) HFI portfolio remained consistent with the 

previous 4 quarters. Charge-offs in 2Q23 totaled $716.6 thousand, compared to $484.2 thousand in 1Q23, 

and $37.8 thousand in 2Q22

CECL Reserve and Charge-Offs

Loan Loss Reserve

Reserve Decrease As Amortized Cost HFI Loan Portfolio Pays Down

Charge-offs

(1) Amortized cost
(2)  Reflects the annualized quarterly charge-offs to average nonperforming loans for the period.

$ in thousands

(2)

Quarterly PeriodsAt Period End

(1)
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$2,477.2 $2,651.9 $2,736.3 $2,852.4 $3,006.8

$208.4
$340.0 $330.8

$298.3
$210.3

$209.2

$209.5 $209.8 $210.2 $235.7
$2,894.8

$3,201.5 $3,276.9 $3,360.9 $3,452.8

6/30/2022 9/30/2022 12/31/2022 3/31/2023 6/30/2023

Securitizations Warehouse Lines Corporate Debt

Durable Funding and Liquidity Strategy

Two Securitizations Issued in 2Q23(1); VCC2023-1R Further Diversifies Financing Options

Outstanding Debt Balances(2)

($ in Millions)

(1) Through June 30, 2023.
(2) Debt balances are net of issuance costs and discounts as reported in the consolidated balance sheet.
(3) Represents the remaining balance of securitization outstanding net of issuance costs, discounts and fair value marks as of period end.
(4) As of 6/30/23, five of six warehouse lines have non-mark-to-market features and staggered maturities.

Non-Recourse Debt Recourse Debt

(3)

▪ Cash reserves and unfinanced collateral of 

$72.0 million as of June 30, 2023

▪ Issuance of VCC 2023-1R, collateralized by 

retained tranches from previous VCC 

securitizations, expands cost-effective non 

MTM financing options for Velocity

▪ Available warehouse line capacity of $573.0 

million as of June 30, 2023 

▪ Recourse debt to equity was 1.1X as of 

June 30, 2023, compared to 1.2X as of 

June 30, 2022

▪ Outstanding debt was $3.5 billion as of 

June 30, 2023, a net increase of 

$558.0 million driven by growth in non-

recourse securitization debt

‒ No maturities of long-term corporate debt 

until 2027

(4)

(5)

Debt / Equity 8.1X 8.6X 8.6X 8.6X 8.5X

Recourse Debt / Equity 1.2X 1.5X 1.4X 1.3X 1.1X

Securitzations Issued 3 1 1 1 1

Max. Warehouse Line Capacity $750 $810 $832 $832 $813
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▪ U.S. economic 

resilience continues, 

but inflation and 

recession concerns 

remain

▪ Credit box to remain 

tight as we monitor 

economic activity 

and loan 

performance

▪ End to Federal 

Reserve tightening 

cycle expected in 

2H23

▪ Underlying property 

value of small 

commercial and 

residential properties 

through 1H23

▪ Gains on resolution 

activities to continue

Outlook for Velocity’s Key Business Drivers

MARKET CREDIT CAPITAL

▪ Next long-term loan 

securitization on 

target for 3Q23

▪ Modest improvement 

in securitization 

market tone 

▪ Continuing to pursue 

opportunities to 

further diversity of 

our capital structure

Improving Outlook for Capital Markets and Growth

▪ Increased loan 

coupons in 1H23 

and higher 

origination volumes 

are expected to drive 

further  improvement 

in loan yields

▪ Continuing to assess 

strategic 

opportunities

EARNINGS



Appendix



Confidential 15

Velocity Financial, Inc. Balance Sheet
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Velocity Financial, Inc. Income Statement (Quarter)
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HFI Portfolio Delinquency Trends

($ in thousands) $ % $ % $ % $ % $ %

Performing/Accruing:

Current 2,692,799$   87.1% 2,966,765$   86.8% 2,969,989$   84.6% 3,049,110$   85.2% 3,114,091$   83.7%

30-59 days past due 105,808        3.4% 121,528        3.6% 186,051        5.3% 141,253        3.9% 164,586        4.4%

60-89 days past due 39,398          1.3% 74,714          2.2% 63,657          1.8% 78,491          2.2% 69,994          1.9%

90+ days past due -                0.0% -                0.0% -                0.0% -                0.0% -                0.0%

Total performing loans HFI 2,838,005     91.8% 3,163,007     92.6% 3,219,697     91.7% 3,268,854     91.3% 3,348,671     90.0%

Nonperforming/Nonaccrual:

<90 days past due 16,878          0.6% 18,291          0.5% 17,852          0.5% 23,544          0.7% 23,125          0.6%

90+ days past due 20,341          0.7% 26,705          0.8% 32,566          0.9% 40,947          1.1% 39,536          1.1%

Bankruptcy 19,560          0.6% 15,899          0.5% 22,435          0.6% 15,132          0.4% 20,256          0.5%

In foreclosure 195,474        6.3% 192,446        5.6% 219,936        6.3% 230,314        6.4% 288,237        7.7%

Total nonperforming loans HFI 252,253        8.2% 253,341        7.4% 292,789        8.3% 309,937        8.7% 371,154        10.0%

Total loans held for investment 3,090,258$   100% 3,416,348$   100% 3,512,486$   100% 3,578,791$   100% 3,719,825$   100%

June 30, 2023March 31, 2023December 31, 2022September 30, 2022June 30, 2022
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$3,596.2 

$3,719.8 

Loan Porfolio at
3/31/23

Principal
Payments

Loan Sales Foreclosures Loan Production Loan Porfolio at
6/30/23

Loan Portfolio Rollforward

Total Loan Portfolio UPB Rollforward

(UPB in millions)

$(119.5)
$(6.2)$(17.4)

$266.7

(1)

(1) Includes $8.1 million in UPB of repurchased loans.
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HFI Loan Portfolio

Portfolio by Property Type

(100% = $3.72 billion UPB)(1)

(1)  As of June 30, 2023

Portfolio by State

New York
19.2%

California
21.7%

Florida
14.0%

New Jersey
7.4%

Other
37.8%

Investor 1-4 
Rental
54.2%

Mixed Use
12.2%

Multifamily
8.7%

Retail
8.2%

Office
6.3%

Warehouse
5.2%

Other
5.3%
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Adjusted Financial Metric Reconciliation:

Adjusted Financial Metric Reconciliation to GAAP Net Income

Quarter:

Core Net Income

($ in thousands) 6/30/2023 3/31/2023 12/31/2022 9/30/2022 6/30/2022

Net Income 12,183$           10,649$           8,462$             9,983$             10,645$           

Equity award & ESPP costs 745                  728                  656                  -                       -                       

   Core Net Income 12,928$           11,376$           9,118$             9,983$             10,645$           

Diluted weighted average common shares outstanding 34,140             34,052             34,063             34,199             34,057             

Core diluted earnings per share 0.38$               0.33$               0.27$               0.29$               0.31$               

Quarter Ended
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