
July 8, 2022 

Quarterly Commentary and Opinion 

Dear Clients and Friends of Kondracki Advisory, 

In what has been a volatile first half of the year for the stock and bond markets, our year-to-date composite total return through 

June 30, 2022, was -7.05%, vs. -19.96% for the S&P 500 Index, -14.44% for the DJIA, and -29.51% for the Nasdaq.  Taking a 

longer term look at our investment performance, our one-year total return through June 30 was 1.80% vs. -10.62% for the 

S&P 500 Index.  Our three-year and five-year average annual total returns through June 30 are 10.30% and 10.20%, respectively, 

and have been achieved with nearly 40% less volatility than that of the stock market.  Our portfolios have generated very significant 

alpha relative to the S&P 500 over every measured time frame since the inception of our firm. 

For many years, the Federal Reserve has kept interest rates at close to 0% and implemented other extremely 

accommodative monetary policies.  As I indicated in several recent Commentaries, these policies would result in many 

overvalued stock prices (companies that we have generally avoided for our portfolios), some of which comprised a very 

significant percentage of the S&P 500 Index.  These policies could also be inflationary for the economy.   As the Fed now 

attempts to bring down inflation through raising interest rates and enacting more restrictive monetary policy, stock and 

bond markets have been reacting very negatively.  Our investment approach, however, has always been a conservative 

and value-oriented approach to equity investing and we have been investing for this eventuality.  Our results have been 

very solid, and our investment approach and preparation has put us in a very good position to be opportunistic buyers of 

some of the world’s most important, valuable and honorable companies, at what I believe are much more reasonable 

valuations. 

In addition to the considerable equity investment opportunities that I see for our portfolios, now higher interest rates 

can also be beneficial to our investment portfolio yield and total return. We have always avoided Bond Mutual Funds and 

Exchange Traded Bond Funds for our cash positions due to what I believed was probable interest rate and principal risk.  

This approach has also benefitted our investment performance.   Over the years, when we have held larger cash positions 

for defensive and opportunistic reasons, we would invest a significant portion of our considerable cash positions in U.S. 

Treasury Notes Money Market Funds, and also invest directly in individual One Year U.S. Treasury Notes.   



One year ago, due to Fed interest rate policy, individual One Year U.S. Treasury Notes were yielding barely .25%.  More 

recently, I have been able to invest in these same securities at guaranteed yields to maturity of approximately 3%, and if 

we hold these securities to maturity, there is no risk to principal.   To this point, money market funds, short-term bank CDs 

and savings accounts are paying far less interest.   

Our portfolios are significantly outperforming the market on an absolute, relative and risk-adjusted basis this year, and 

over the past 12 months. Our approach to active investment management is always value-oriented and focused on 

achieving a reasonable return, while offering better downside protection than that of the stock market. At times, we can 

and will be more opportunistic with our company and sector selections, deploying some of our considerable cash 

positions in order to do so. At other times, we will hold even larger cash positions and become more defensive. I believe 

that our active approach offers far more control and greater flexibility as we strive to achieve our goal of providing 

excellent long-term risk- adjusted returns. 

Sincerely, 

Chris Kondracki, Principal and Portfolio Manager 

*Volatility is measured by portfolio Beta. *Risk-adjusted performance is measured by portfolio Alpha. 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 and invested in the KA Model Portfolio Strategy over the measured 
time frame. 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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