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Dear Clients of Kondracki Advisory, 

We achieved excellent returns during the first quarter of 2019. Our composite total return was a positive 10.03%, which 
includes our cash and 1 Year U.S. Treasury Note position of approximately 19%.  Our equity position returned a positive 12.20%. 
The total returns on the DJIA and S&P 500 were 11.8% and 13.6%, respectively.   

Although markets have now recovered most of their losses from the volatile fourth quarter of 2018, prudent investors should be 
aware of just how quickly markets can turn negative.  Our investment approach, which significantly outperformed the stock 
market during the volatile fourth quarter, continues to capture much of the upside of the market, but with significantly less 
downside risk.  Importantly, we have achieved a 10.02% average annual return since the inception of the firm in 2012, but with 
just one half the volatility of the stock market.  It is my belief that our balanced approach to principal protection and the 
achievement of satisfactory returns will outperform the markets over the long term, and through full market cycles. 

We had quite a number of standout performers during the first quarter of 2019, including IBM, Apple, Union Pacific, ExxonMobil 
and TJX, with total returns of 25%, 22%, 22%, 20% and 19%, respectively.   

Regarding ExxonMobil, it is the world’s largest and most profitable publicly traded energy producer and refiner.  Its importance 
to the U.S. and global economy cannot be overstated.  Although critically important advances are being made in renewable 
energy, by most estimates this continued rapid growth in renewables will account for just 4% of the world’s total energy needs by 
2040.  The world’s population is expected to grow by about 2 billion people by 2040, and global demand for oil, natural gas, and 
petrochemicals is expected to increase along with worldwide economic and population growth.  In addition to its oil and 
petrochemical production, ExxonMobil is also the world’s largest producer of natural gas.   

Consider that the world currently consumes greater than 100 million barrels of oil each day, and that Americans consume 
nearly 20 million of that.  70% of a barrel of oil is used for a multitude of critical transportation needs.  The remaining 30% is used 
in the production of so many of the industrial, medical and household products that we have come to rely on.  Some industrial 
uses include: tires, asphalt, roofing, ink, antifreeze, automobiles, solvents, fertilizer, dyes and paint.  Examples of medical uses 
include: heart valves, anesthetics, antihistamines, cortisone, aspirin, bandages, artificial limbs and antiseptics.  Oil is also used in 
the production of many of the household products that we use each day, such as: detergent, soap, toothpaste, toothbrushes, 
shaving cream, smartphones, hand lotion, deodorant, tape, eyeglasses, contact lenses, perfume and countless other items.   

Over the past several years, ExxonMobil has made significant long-term investments in several large projects that are resulting in 
improved production and profitability.  This, in combination with a number of major discoveries to replenish and increase 
reserves, has positioned ExxonMobil very well for a future of increasing energy demand.  Regardless of fluctuating energy prices, 
which certainly impact an energy company’s short-term profitability, the long-term trends have been clear for over 150 years – 
demand for petroleum and petrochemicals, and the thousands upon thousands of products derived from them, is growing.  The 
companies that can explore for, produce, and distribute these resources efficiently, profitably and safely, and in an 
environmentally responsible manner, should continue to be excellent long-term investments.  Currently, ExxonMobil has a 
dividend yield of approximately 4%, which is significantly higher than that of the S&P 500.  ExxonMobil also has the most 
conservative debt to total capital ratio of its energy sector peers, at just 10%. 



We are off to a very strong start in 2019, generating excellent absolute and relative returns.  Although markets have come back 
very strongly from 2018 fourth quarter lows, and we have participated in much of those gains, downside volatility could quite 
easily return.  Our portfolios are very well positioned should markets continue to move higher, and they are far better protected 
should markets again become challenging. 

Sincerely, 

Chris Kondracki, Principal and Portfolio Manager 

Brian T. Kondracki, CFA, Investment Adviser and Research Analyst 
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