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Total U.S. mortgage debt has grown over five times faster than the 

growth in the number of U.S. households since 1979. With over $90 

billion worth of deeply delinquent workout opportunities already 

existing before the pandemic, we identified an attractive investment to 

take advantage of dislocations in the non-performing loan market. 

 

In our private equity strategy, we invested alongside a top sponsor in the equity of Kondaur Capital Corporation, a 

non-performing loan (“NPL”) purchaser and servicer. Kondaur buys deeply discounted U.S. residential NPLs at 

typically 50-60% of appraised collateral value and restructures them over 12 months to achieve mid-teens unlevered 

returns on equity. After operating as an independent asset manager for over a decade, Kondaur raised permanent 

capital to allow the company to better scale and utilize leverage efficiently.  

 

Kondaur was established within Pequot Capital Management in 2008 as an NPL investment strategy and 

subsequently spun out as an independent asset management company. Kondaur’s investments generate returns 

uncorrelated with traditional asset classes.  
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For more than a decade of running the strategy, Kondaur’s returns have had very low correlations to the S&P 500, 

Barclays U.S. Bond Aggregate Index and even the performance of mortgage-backed securities. The strategy is 

inherently countercyclical—as the economy slows, the supply of delinquent mortgages rises, offering an excellent 

opportunity to purchase pools at compelling prices. In addition, Kondaur looks to restructure and sell these loans 

within 12 months, which greatly increases the generation of cash flow and reduces any J-Curve impact seen in 

typical private equity deals. 

 

As the former CIO of Pequot Capital Management, one of the most successful hedge funds of the early 2000s, 

Kondaur’s CEO Mike Corasaniti has cultivated relationships with many counterparties, including banks and 

government agencies that actively sell NPLs. Competition for loan pools has declined substantially over time, as 

multi-strategy and private equity funds with less direct domain expertise and appreciation of the operational 

complexity of working out delinquent loans have exited the business. At various times over the past ten years, these 

investors moved in and out of the market, often viewing NPLs solely as a bet on home price appreciation. They 

typically bid on pools based on aggregate statistics of the underlying loans and hired third-party servicers, many of 

which were unsuited to work with deeply delinquent borrowers. Unlike these competitors, Kondaur owns its 

servicer, works with borrowers directly to restructure their debts, and underwrites each loan in a pool to ascertain 

the value of entire pools it purchases, ensuring return hurdles can be met. This strategic differentiation has resulted 

in management’s strong track record over 12 years since the inception of its first fund. Barriers to entry in this 

business remain very high as a servicer needs to be licensed in every state in which loans are purchased and with 

each government housing agency. 

 

The growth in mortgage debt has outpaced the growth in the number of U.S. households by over five times since 

1979, and mortgage debt greater than 90 days delinquent, the type of loans that Kondaur looks to purchase, has 

grown nearly 50% faster than total mortgage debt. Prior to the pandemic, there were greater than $90 billion of 

deeply delinquent workout opportunities, and the number continues to grow. With permanent capital and a balance 

sheet following this equity raise, Kondaur will now be able to operate more efficiently and better capitalize on these 

opportunities.  

 

Kondaur is an equity investment made through our Capital Growth offering. Petiole’s financials team remained in 

contact with Kondaur management over two years as they developed a permanent capital solution and was invited 

to participate in this capital raise. 
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This article was issued by Petiole Asset Management AG (“PAM”) on February 16, 2021 and is provided to you for informational and marketing 

purposes only, and contains proprietary information that may not be reproduced, distributed to, or used by, any third parties without PAM’s 

prior written consent. Although all information and opinions expressed in this article were obtained from sources believed to be reliable and in 

good faith, no representation or warranty, express or implied, is made as to their accuracy or completeness.  

 

The information contained herein is not a substitute for a thorough due diligence investigation. Past performance is not indicative of and does 

not guarantee future performance. Exit timelines, prices and related projections are estimates only, and exits could happen sooner or later than 

expected, or at a higher or lower valuation than expected, and are conditional, among other things, on certain assumptions and future 

performance relating to the financial and operational health of each business and macroeconomic conditions. 

 

PAM makes no representation or warranty, express or implied, with respect to any statistics or historical or current financial data, whether 

created by PAM through its own research or quoted from other sources. With respect to any such statistics or data delivered or made available 

by or on behalf of PAM, it is acknowledged that (a) the investor takes full responsibility for making its own evaluation of the materiality of the 

information and the integrity of the quoted source and (b) the investor has no claim against PAM.  

 

To the extent this article contains any forecasts, projections, goals, plans and other forward-looking statements, such forward-looking 

statements are inherently subject to various parameters, most of which are difficult to predict and many of which are beyond PAM’s control 

and may cause actual performance, financial results and other projections in the future to differ materially from any projections of future 

performance, results or achievements expressed or implied by such forward-looking statements. Investors should not place undue reliance on 

these forward-looking statements. PAM undertakes no obligation to update any forward-looking statements to conform to actual results or 

changes in PAM’s expectations, unless required by applicable law. 
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