CK

ADVISORS, .a....r TC
.L

April 19, 2018

Dear Clients:
We are pleased to provide you with a performance report for the first quarter of
the year, a summary of portfolio changes and an update on some administrative
matters.
In the first quarter, the S&P 500 posted its first losing quarter in over two years.
The Index eased -0.8% while CK Advisors' equity composite declined -2.1 %.
Many stocks performed worse than the Index as a handful of large capitalization
growth stocks continued to skew the return. Indeed, only the Technology and
Consumer Discretionary sectors (which includes Amazon and Netflix) posted
positive quarterly returns . The remaining eight sectors all fell with one group
declining 9%.
While we can 't boast about our 01 results, we are comforted that the losses
weren't greater given our value orientation and the ongoing very poor
performance of non-tech stocks.
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Earlier this month you should have received a statement of your individual
account performance and management fees. Your investment performance may
vary from our equity composite for a variety of reasons . Returns for balanced
account clients reflect a blend of equity and fixed income returns . On the fixed
income side we maintained a defensive posture with a heavy weighting in short
duration bonds. This posture helped a bit during the quarter as the Barclays
Aggregate Bond Index fell - 1.5% . Our defensive stance should pay off as the
Federal Reserve continues to tighten policy in response to a firming economy.
The near-term outlook for the stock market is still favorable. The Tax Cut & Jobs
Act should lead to an acceleration in capital spending, which will also be helped
by a lower U.S. dollar and improved overseas economies. A wild card is the
Administration's efforts to renegotiate trade deals with the threat of tariffs. Trade
tensions could explode and quickly derail momentum in the U.S. economy.
In terms of the portfolio, Caci International and Zebra Technologies helped
prevent what would otherwise have been a disappointing quarter. Caci provides
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IT, security and other solutions mainly to federal defense customers. The
company reported solid revenue and earnings gains and raised profit guidance
for the year. Caci's margins expanded impressively, driven by strong program
execution and tight expense control.
Developments in Washington D.C. were helpful as well. Caci was a big
beneficiary of the reduction in the corporate tax rate . After many years of tight
defense spending, Caci will also reap the benefits of a new federal budget
agreement which provides for major increases in defense outlays.
Zebra Technologies was by far our best stock in the quarter, soaring in value.
The company sells barcode printers and scanners, mobile computers and other
devices which are used to enhance productivity and customer service. Zebra is
easily the leading player in its industry, dwarfing the next largest competitor by a
factor of three. The company achieved this leadership position through superior
product innovation and breadth, and by cultivating strong long-term relationships
with distributors.
The stock was propelled by robust operating trends with very strong revenue
growth, margin expansion and free cash flow. In 2017, Zebra successfully
completed the integration of Motorola's Enterprise business. It also launched a
slew of important new products, paid off much more debt than anticipated and
refinanced existing debt at much lower interest rates.
Comcast and NVR detracted from performance. Comcast's stock initially
underperformed due to ongoing concerns about increasing video competition
from new entrants as well as traditional players such as AT&T. Indeed , we pared
a quarter of our position last year due to these concerns.
The stock was further pressured after Comcast proposed to acquire Sky PLC.
Comcast's offer price was at a sizeable premium to that offered by Fox, which
already had a pending agreement to purchase Sky. Sky is a satellite video
distributor as well as a major owner and producer of broadcast content. Comcast
is attracted to Sky's valuable content, its leading share of European video
subscribers and its potential for further growth in the region . Nonetheless,
investors feared that nascent competition from streaming service providers will
intensify. Satellite has technological disadvantages compared with other forms
of video distribution, which could eventually cost Sky market share.
Comcast could get caught in a bidding war with Fox or Disney. Disney has
agreed to buy various broadcast assets from Fox and could decide to buy Sky
directly. We hope that Comcast walks away from this transaction and instead
aggressively buys its own, much cheaper shares.
NVR's stock gave back a chunk of last year's big gains after tepid growth in
homebuilding sales led to lackluster quarterly profits. The shares also fell due to

mounting concerns that rising interest rates could negatively impact housing
fundamentals. We had been growing uneasy with the stock's valuation and were
on the verge of reducing our position, but the rapidity and extent of the decline
prompted us to stay the course. We believe the outlook for the housing industry
remains solid and are encouraged by NVR's strong backlog and order trends.
We started a small position in Delta Airlines during the quarter. In the past we
would not have considered investing in an industry historically plagued with
overcapacity and irrational pricing. However, consolidation (four airlines now
control 80% of the domestic market), cost restructuring and leadership changes
at the top airlines have yielded a step change improvement in industry discipline
and profitability. Product segmentation has also allowed the company to capture
more value from its services.
Delta is a well-run airline yet was trading at a discount to its peer group. The
company is the most profitable network carrier since its Atlanta hub connects
with far more traffic than any airline hub, generating scale efficiencies. It is
decisively the best operator as measured by such metrics as on-time arrivals,
flight cancellations and lost baggage. Not surprisingly, Delta is ranked first in
customer satisfaction and has been able to use this performance edge to extract
a premium for its flights.
Delta's non-fuel expenses should remain under control through the introduction
of initiatives to improve costs and productivity across the enterprise. It has also
embarked upon a multi-year program to replace nearly half its existing fleet with
new aircraft. The new planes will have additonal capacity, more premium seats
and better technology, which should lead to increased customer loyalty and
revenues . At the same time, the new aircraft will be more cost efficient. This
program has the potential to significantly enhance Delta's profitability.
Finally, we trimmed our holdings in health insurer UnitedHealth Group even
though the company's outlook remains bright. This was our first chip of the
shares following many years of significant appreciation. Coupled with our
ownership of insurer Anthem (in most client accounts), we had a sizeable stake
in health insurance stocks which we thought prudent to reduce .
On the administrative front, our Firm has always strived to avoid taking custody
of client assets, including what the Securities & Exchange Commission refers to
as "inadvertent custody" of client assets. Fidelity, in consultation with the SEC,
recently informed us that clients who provide their Investment Advisor Asset
Movement Authority (AMA) Level 1 may inadvertently be granting their Advisor
custody in certain situations. This affects the clients of CK Advisors who gave us
AMA Level 1 authority during the completion of an account application.
Fidelity has developed a new AMA category which addresses the SEC concern,
aptly named AMA Level 1 Limited. Accordingly, we will process paperwork in the

next few weeks which will place additional restrictions on our ability to move
client assets. From a practical standpoint, this AMA change may require us to
seek your signature for an asset transfer whereas previously we could act on e
mailed instructions. After we initiate the change you may receive notice from
Fidelity and hopefully this provides you with the rationale.
At this point each year we formally offer all clients a current copy of our ADV,
which we update and file with our regulators in March. You received a copy of
this important document upon becoming a client. If you would like an updated
version (now or at any time in the future), please do not hesitate to contact us.
You may also access our ADV through our website www.ckadvisorsllc.com by
clicking on the "Regulatory Filings" tab. The updated document should be posted
in a few days.
Please feel free to contact us with any questions or concerns.

Sincerely,

Daniel K. Cantor
Managing Member

Enclosure

Jeffrey C . Kinzel
Managing Member

