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Dear Clients of Kondracki Advisory, 

We achieved very solid returns during the first half of 2019. Our composite total return was a positive 11.91%, which   
includes our cash and 1 Year U.S. Treasury Note position of approximately 21%. Our equity position returned a positive 15.28%. 
The total returns on the DJIA and S&P 500 were 15.4% and 18.54%, respectively.  Since the inception of the firm in October of 
2012, our composite total return has averaged 10.1% annually, net of fees.  Our equity positions have averaged 12.43%, since 
inception.   

Our balanced approach to achieving a reasonable return and protecting against the downside has been successful, as we have 
achieved much of the return of the stock market, but with far less risk and volatility.  Importantly, our equity portfolios, which are 
conservative, value oriented, and income producing, have nearly kept pace with a stock market that has become much the 
opposite – risky, expensive, and highly dependent on the stock price performance of just a handful of technology and ad-
tech/social media companies – companies and sectors we have avoided since our inception.  By design, our portfolio 
composition is very different than that of today’s stock market, and our track record of generating excellent returns through very 
careful company and sector selection should bode very well for our future returns, both absolute and relative. 

We had quite a number of standout performers during the first half of 2019, including Nestle, Apple, Cummins, Travelers and 
Walmart, with total returns of 31%, 31%, 30%, 26% and 21%, respectively.  We also added three new equity positions to our 
portfolios: Wells Fargo, Halliburton, and McKesson. 

Regarding McKesson, it is a global leader in healthcare supply chain management solutions, retail pharmacy, healthcare 
technology, community oncology and specialty care.  More than 50% of U.S. hospitals and 20% of physicians are McKesson 
customers.  The oldest and largest healthcare company in the nation with $232 billion in annual sales and 80,000 employees, 
McKesson delivers one-third of all medications used daily in North America and has operations in more than 16 countries.   

Over the past several years, McKesson and its largest competitors have come under pressure due to some industry-wide 
headwinds.  Consolidation trends among some large customers, increased competition, and generic drug price deflation, have all 
combined to slightly reduce profit margins and sales growth.  As a result, McKesson shares now trade at historically low 
valuations, particularly on a price to earnings multiple basis, price to sales multiple basis, and also relative to its industry-leading 
ROIC (return on invested capital).  My analysis leads me to believe that these profit and sales pressures have mostly stabilized.  
Sales and profits are growing nicely again and this positive trend appears to be sustainable.  Importantly, McKesson has 
successfully adapted to the current environment and improved its business mix and growth trajectory, particularly as it relates to 
its fast growing and very significant Medical Surgical Businesses, where recent results have been excellent.  Favorable 
demographic trends should also support good performance over the long term.  The senior citizen population is growing rapidly 
in North America and this will likely lead to increased demand for its healthcare products and services.  McKesson is uniquely 
positioned to meet this demand. 



Stock Market Risk: 

There is risk in today’s stock market and caution is warranted, particularly for those investors who ignore expensive equity 
valuations, decreased dividend yields, historically high corporate debt levels, the real possibility of anti-trust actions against a 
handful of the largest technology, social media and ad-tech companies, and the potential for slowing U.S. and global economic 
growth.  It has been said that markets can climb a wall of worry.  They can, and have.  It is also a historical fact that investors, 
professional and otherwise, have been hurt very badly when they have become complacent and have underestimated or 
ignored the risks. 

Our Approach: 

Throughout the decades, successful investors have succeeded at both growing and protecting wealth.  They have always been 
willing to forgo some market upside in order to protect against the downside and avoid permanent loss.  This approach has 
invariably led to superior long-term realized returns through full market cycles, with a far better investor experience.  Thus, I 
believe that our decision to take some profits and increase our cash and 1 Year U.S. Treasury Note position to 21% is a prudent 
one.  As for our 80% equity allocation, we are exclusively invested in 22 of the world’s most important, most profitable and 
most resilient companies, all with very bright futures and excellent growth potential.  We will continue to be cautious and 
opportunistic, and we have the cash positions available to achieve both objectives.  And, if markets are to become more 
challenging, as they did in the 4th Quarter of 2018, we will keep far more of what we have worked so hard to earn, investing 
and otherwise. 

Sincerely, 

Chris Kondracki, Principal and Portfolio Manager 
Brian T. Kondracki, CFA, Investment Adviser and Research Analyst 

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 
$250,000. 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




