
October 9, 2020 

Quarterly Commentary and Opinion 

Dear Clients of Kondracki Advisory, 

Our year-to-date composite total return through September 30th was 4.05%, and our equity position total return was 5.48%.  The total 
returns on the S&P 500, DJIA and Russell 1000 Value Index were 5.57%, -.91%, and -11.58%, respectively.  Importantly, our 
portfolios have been far less volatile than the market this year while still achieving much of the return of the S&P 500 and significantly 
outperforming our other performance benchmarks. 

Our absolute and relative year-to-date returns have been strong, especially considering that they have been achieved with a conservative, 
dividend-paying equity position that is nearly 60% large cap value stocks, with just 5% invested in large cap growth stocks, while also 
maintaining a cash and U.S. Treasury Notes position of approximately 23%.  All this, in a stock market that has significantly favored the 
“speculative growth” style of investing - where little or no dividend income is provided to investors.   It should be remembered that nearly 
40% of the historic return on the stock market has come from dividends.  The current dividend yield of our equity position is currently 
2.91% vs. 1.64% for the S&P 500. 

Opportunistic Investments have Benefited Our Returns 

Standout performers through the first three quarters of 2020 include: FedEx, Lowe’s, Apple, Accenture, Target, Microsoft, Archer-Daniels 
Midland, Mondelez International, Lockheed Martin, Walmart, Cummins, PepsiCo and McDonald’s, in which we achieved total returns of 
94%, 79%, 62%, 46%, 39%, 37%, 30%, 29%, 25%, 25%, 23%, 20% and 17%, respectively. Our considerable cash and U.S. Treasury Notes 
position, while offering us excellent downside protection earlier in the year, has also allowed us to be opportunistic purchasers of some 
outstanding and important companies at very attractive prices and yields.  In fact, we added 12 new companies (9 of which were standouts) 
to our portfolios near the market lows.  

Challenges and Opportunities 

Throughout most of 2020, the share prices of the largest banks and energy companies have performed very poorly relative to the market. 
This has negatively impacted our returns.   

For the banks, this was in large part due to the economic damage caused by the coronavirus and what many on Wall Street view as a 
prolonged unfavorable interest rate environment for these institutions.  Our direct total exposure to financial institutions is currently 9% of 
our total portfolio values, with positions in TD Bank, Wells Fargo, and a new position in JPMorgan Chase. These institutions are performing 
very well in this challenging environment – much better than their stock prices currently reflect.   In my opinion, the current share prices of 
these incredibly important and well-run businesses (with a combined 200 million commercial and retail customer base) are seriously 
undervalued.   Based on their longer-term business outlook, I believe that these investments represent an excellent opportunity for 
financial gain.  Their current dividend yields are also very compelling relative to their history and that of the market.  

 Energy has been an incredibly difficult sector to invest in for several years now.  Excess production along with a decrease in demand (most 
recently due to significantly reduced travel) has pushed oil prices to near historic lows.  Our direct total exposure to energy producers is 5% 
of our total portfolio values, with a position in ExxonMobil and a new position in Chevron, added this year.  Demand for oil and gas is not 
going away any time soon.  In fact, global demand is steadily increasing.  The world consumes nearly 100 million barrels of oil every day 
and access to affordable energy underpins the global economy.  I believe that the currently low oil prices are unsustainable and the share 
prices of both energy companies in which we are invested are significantly undervalued.  It is not often that investors have an opportunity 
to purchase and own the shares of two of the world’s most profitable and best run energy providers trading at below book value, and at 
historically high dividend yields. 



Portfolio Advantage 

Ours really is an all-weather investment approach, and I think it is especially timely right now.  Challenging markets are the 
true test of a portfolio and investment approach, and the best long-term returns are usually realized not by achieving the 
highest returns in “risk on” markets, but by holding onto gains, and losing less in down markets.  The notion that investors 
must assume more risk and endure extreme volatility to achieve superior long-term returns has been proven false time and 
time again.   Our portfolios are well positioned for the current market and economic environment – and for the long term. 

Sincerely, 

Chris Kondracki, Principal and Portfolio Manager 

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. 
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