
July 17, 2018 

Quarterly Commentary & Opinion 

Dear Clients of Kondracki Advisory, LLC, 

Our year to date composite total return through June 30th was -2.0%.  The total returns for the DJIA and S&P 500 were           
-.73% and 2.60%, respectively.  The disparity in relative performance between our portfolios and the S&P 500 is explained by 
the increasingly concentrated and higher risk nature of the S&P 500, where certain digital advertising, social media, e-
commerce and technology shares, accounted for more than 100% of the year to date gains.  For the first six months of this 
year, Large Capitalization U.S. Growth Stocks outperformed Large Capitalization U.S. Value Stocks by nearly 17%.  The last 
time markets experienced this level of performance disparity in investment style and concentration was in the few years 
leading up to the “tech wreck”, or “dot-com crash” of 2000-2001.  In my opinion, many investment managers now appear to 
be caught up in a relative performance derby similar to that of the dot-com bubble of 1995-2001.   

Our investment approach remains steadfastly focused on achieving excellent absolute returns as opposed to chasing short-
term relative performance.  Our more cautious, value-oriented approach has created a well-diversified portfolio of 23 of the 
world’s most important and profitable companies in 20 essential sectors of the economy, including: industrial 
manufacturing, railroads, agriculture, transportation, steel production, energy, technology, pharmaceuticals, healthcare, 
insurance, retail, restaurants, banking, beverages and grocery – all with very bright futures and substantial growth prospects.  
The market’s current focus on a very limited number of companies and sectors has actually created very appealing 
investment opportunities for us at attractive valuations.  For example, we recently added 3 new companies to our portfolios: 
3M, Travelers Companies, and Synchrony Financial.  At present, our portfolios have a dividend yield that is 50% higher than 
that of the S&P 500 and a price to earnings ratio that is 30% less expensive. 

On a short-term relative basis, there has been a cost for our more defensive approach.  However, it is my expectation that 
this approach will greatly benefit our absolute and relative longer term returns.  Our clients have realized total returns of 
10.25% annually since the inception of the firm in December of 2012.  Importantly, these returns were achieved with just 
half the volatility of the market. 

By the most important business and financial measures, our companies are doing exceptionally well.  They are growing 
revenues and profits, gaining market share, and generating a combined $150 billion in free cash flow, per year.  They compare 
very favorably to the market from a price to earnings, price to sales, price to book value, debt to total capital , return on 
equity, return on invested capital, dividend yield and dividend growth perspective.  Finally, they are incredibly important to 
their more than 5 million employees, their customers, suppliers, and the U.S. and global economy.  When investing, we 
should always ask ourselves the question: “Is the world a better place with our companies in it?”  The answer is a resounding 
“Yes” for each and every company in which we are invested. 

Sincerely, 

Chris Kondracki, Principal 

Kondracki Advisory, LLC is a registered investment adviser. Information presented is for educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any 
specific securities, investments, or investment strategies. Investments involve risk and unless otherwise stated, are not guaranteed.  Be sure to first consult with a qualified financial adviser and/or tax 
professional before implementing any strategy discussed herein. *Composite Return Performance is net of all fees and charges. The Composite is comprised of 100% of the accounts managed by Kondracki 
Advisory, LLC meeting the minimum initial investment requirement of $100,000. Performance calculations have not been audited by any third party. Actual performance of client portfolios may differ 
materially due to the timing related to additional client deposits or withdrawals and the actual deployment and investment of a client portfolio, the length of time various positions are held, the 
client's objective and restrictions, and fees and expenses incurred by any specific individual portfolio. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS 






