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Q3 2025 Right Tail Capital Investor Letter 

How often do you take the time to recognize someone who has impacted your life, especially someone 
you don’t see often? 

Recently, I had the privilege of writing a graduate school recommendation for a friend. It gave me a 
chance to reflect on his impressive professional accomplishments, the strength of our friendship, and 
the qualities that will continue to make him successful. It was both fun and humbling—a small way to 
thank him and to play a role in his next chapter. It was also a full circle moment being grateful for those 
who helped me on my path to Harvard Business School, an incredible opportunity and life-changing 
experience. 

Much like a recommendation letter reflects on a person’s past and future trajectory, I’d like to do the 

same here with one of our long-term investments: O’Reilly Auto Parts (“ORLY”).  

It has been a Day 1 holding for Right Tail since the spring of 2022 (my ownership dates back before Right 

Tail to the spring of 2020) and one of our best performers over the past 3+ years. As you know, at Right 

Tail we aim to generate excellent after-tax returns by owning high-quality public companies for the long 

run – ORLY fits well into this framework.  

Early Learnings  

In 2017, ORLY shares—along with peers AutoZone (AZO) and Advance Auto Parts (AAP)—fell 30–50% 

amid fears that Amazon would disrupt auto parts retail. For the first time in years, O’Reilly traded at a 

mid-teens P/E multiple, despite a decades-long record of success. Shares were about $14 at the time, 

representing a ~100x return from its IPO price (~$0.14 split-adjusted) and a ~21% compound annual 

return.  

The industry had proven to be economically resilient due to the necessary nature of the products they 

were selling. As the larger players grew, they became more important to their suppliers. Over time, this 

led to a negative working capital balance sheet where ORLY would get paid by its customers before it had 

to pay it suppliers for the inventory they were selling.  These were pretty fabulous past results from the 

past. 

Among its peers, I believed O’Reilly was best positioned. ORLY’s business mix was roughly 50/50 

between “Do It Yourself” (DIY) customers and “Do It For Me” (DIFM, primarily professional mechanics). 

Advance was a consistent underperformer, always bringing in new management to try to close the gap 

relative to peers. AutoZone skewed more heavily DIY. Amazon might capture some DIY demand, but 

O’Reilly’s balanced mix, distribution superiority, and culture appeared harder to replicate. Still, I lacked 

conviction to invest then. 
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Building Conviction 

At Right Tail, I view investing as an ongoing process of study and accumulation of knowledge—not a 
single transaction. Over the following years, I deepened my understanding of O’Reilly. 

I gained an appreciation for ORLY’s distribution advantages. Delivering to all of its stores nightly with 95% 

of stores also getting intraday service provided a logistical advantage Amazon could not easily replicate. 

Its culture of promoting from within created long-tenured employees with deep expertise, leading to a 

consultative service that mechanics and customers valued. This wasn’t a typical e-commerce transaction 

where pricing is important and the purchaser knows the exact item she wants. In most cases, a part has 

failed unexpectedly, and the customer needs help sourcing the correct part immediately—things 

Amazon doesn’t specialize in. Amazon can compete well if a customer knows what type of windshield 

wiper blades he’ll need and doesn’t need them right away. That’s not the typical use case. For a 

mechanic where the customer is often an insurance company wanting to keep their policy holder happy, 

speed and knowledge are more critical than price. 

I also came to appreciate the power of reinvesting cash flows at high returns which were typically greater 

than 30% in ORLY’s case. Early in my career, I was drawn to turnarounds—the second- or third-best 

companies in an industry trading cheaply with a plausible strategy for improvement. Over time, I learned 

that the best companies, even at seemingly premium valuations, could deliver superior long-term 

investment performance. How could this be? Well, usually the expected earnings were well below what 

the best companies achieved. Their consistent reinvestment and execution made them far less 

“expensive” than they first appeared. O’Reilly has been a clear example of that lesson. 

Investing with Conviction (2020 Onward) 

When COVID struck in March 2020, O’Reilly shares fell 40–50%. This time, I was ready. What was 

required was largely a belief that people would drive again—and to back a company with a proven track 

record. ORLY became a core investment (and later on, a Day 1 Right Tail holding). 

Over the last 5+ years, O’Reilly has repeatedly turned challenges into opportunities. It navigated supply 

chain disruptions better than peers, reset select DIFM pricing in 2021 to strengthen relationships, and 

weathered 2022 softness in discretionary categories.  I recall discussing ORLY as an investment to a 

potential institutional investor in the early days of Right Tail. I felt I was on the other end of some glossed 

over looks implying “yes I’ve heard this boring investment case before”. The stock was ~$40 per share 

and has since been one of RTC’s best performers since inception rising to >$100 per share. 

Another enduring strength has been culture. Current CEO Brad Beckham has worked nearly every 

operational role since joining right out of high school—a testament to O’Reilly’s promote-from-within 

philosophy. This culture has driven consistency across cycles. It’s also operated in an industry that has 

performed well in various economic environments.  
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Relative to its larger peers, O’Reilly has also exceeded my expectations. I initially assumed ORLY, AZO, and 

AAP would all take share from mom-and-pop shops. What surprised me was how much faster O’Reilly 

grew than even its strongest peers. AAP’s acquisitive, integration-light approach continued to struggle. 

AZO has remained an excellent company, but O’Reilly’s ability to out-execute—particularly in the DIFM 

channel—has been a differentiator. I’m impressed that ORLY has largely been able to grow its DIFM 

business faster than AZO which has the benefit of a smaller base to start from. 

Looking Ahead 

Why do I believe O’Reilly will continue to compound? Because the drivers that fueled its past success 

remain intact: selling necessary products that require professional knowledge, disciplined reinvestment, 

cultural consistency, and customer-first execution. 

Cars are getting older and more complex. Parts remain essential. Mechanics and consumers continue to 

need speed, certainty, and expertise—not just low prices. O’Reilly is well positioned to keep delivering 

on all of those fronts. 

Beyond O’Reilly, let’s review several key lessons that we’ve discussed before and that will help in our 

further compounding of wealth. First, near term valuation metrics don’t always capture reinvestment 

opportunities: High-quality businesses may trade at premium valuations, but sustained reinvestment and 

superior execution often make them cheaper in hindsight. Even when ORLY’s shares were down, it 

always looked more expensive than its peers. Second, culture compounds: Long-tenured employees and 

promote-from-within leadership create consistency, resilience, and a durable edge that outsiders 

underestimate. Additionally, service matters: Speed, certainty, and expertise—not just low prices—

create moats that e-commerce alone cannot replicate. Insights develop over time: Following a company 

for years before and after investing can transform skepticism into conviction when the right opportunity 

arises.  

I’ll continue to think through and apply these same key lessons with all names in the portfolio, both ones 

viewed positively like ORLY and ones whose share prices have dropped like our long-term holding 

Constellation Software. The principles of reinvestment, culture, and patience will continue to serve us 

well over the years investing together at Right Tail. 

Best wishes for a fantastic completion to 2025, 

 

Jeremy Kokemor 
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DISCLAIMER 

This review (the “Review”) is being furnished by Right Tail Capital LLC (“Right Tail” or the “Firm”) for informational 
purposes only. This Review does not constitute an offer to sell, or a solicitation, recommendation or offer to buy, any 
securities, investment products or investment advisory services offered by the Firm (the “Offering”). Any offer or 
solicitation may only be made to prospective eligible investors by means of an Investment Advisory Agreement and Form 
ADV, which contain a description of the material terms relating to the Offering, including the numerous risks involved. 
This Review is being provided for general informational purposes only.  

Right Tail Capital (“Right Tail”) is registered as an Investment Adviser with the states of Virginia and Louisiana. Interested 
parties should read Right Tail’s Forms ADV I and II, available at adviserinfo.sec.gov.  

Certain information set forth in this Review is based upon data, quotations, documentation and/or other information 
obtained from various sources believed by the Firm to be reliable. No representation or warranty, expressed or implied, is 
made as to the fairness, accuracy, completeness, or correctness of the information and opinions contained herein. The 
views and the other information provided are subject to change without notice. This report and others posted on 
www.RightTailCapital.com are issued without regard to the specific investment objectives, financial situation, or needs of 
any specific recipient and are not to be construed as a solicitation or an offer to buy or sell any securities or related 
financial instruments. Company fundamentals and earnings may be mentioned occasionally but should not be construed 
as a recommendation to buy, sell, or hold a company’s stock.  

Predictions, forecasts, estimates for markets should not be construed as recommendations to buy, sell, or hold any 
security -- including common stocks, bonds, mutual funds, futures contracts, and exchange traded funds, or any similar 
instruments. Investment strategies managed by Right Tail involve a significant degree of risk, and there can be no 
assurance that the strategy’s investment objectives will be achieved or that significant or total losses will not be incurred. 
Nothing contained herein is or should be relied upon as a promise, representation or guarantee as to the future 
performance of Right Tail’s strategies. Past performance is not indicative of future results.  

Images, graphics, logos, and other designs used in the Review are believed to be in the public domain. A reasonable, but 
not exhaustive, effort has been made to verify that such images, graphics, logos, and designs are not protected under 
copyright. However, if any party feels that this Review is in breach of copyright law, it should immediately contact the 
Firm.  

Performance data for the Right Tail Portfolio is based on the advisor’s brokerage account which was invested beginning 
on May 16, 2022. This performance figure has not been audited by any third party. Individual account performance will 
vary depending on a variety of factors, including the initial date of investment, inflows/outflows, account size, fee class, 
tax considerations, and transaction costs. Please see your individual account statement(s) for actual account balances and 
performance.  

Performance comparisons to benchmarks such as the S&P 500 Index and the SPDR S&P 500 ETF Trust ("SPY Index ETF", 
"SPY", or "S&P 500 Index ETF") are provided for information purposes only. The SPY is an exchange-traded fund which 
seeks to provide the investment results that, before expenses, correspond generally to the price and yield performance 
of the S&P 500 Index. The S&P 500 Index is a diversified large cap U.S. index that holds companies across all 11 GICS 
sectors, and as such may differ materially from the securities managed by Right Tail in client accounts. Benchmarks such 
as the S&P 500 Index and the SPY may be of limited use in understanding the risks and uncertainties inherent in the 
investment strategies managed by Right Tail.  

The information in this Review is not intended to provide, and should not be relied upon for, accounting, legal, or tax 

advice or investment recommendations. The Recipient should consult the Recipient’s own tax, legal, accounting, 

financial, or other advisers about the issues discussed herein. Nothing in this Review regarding tax strategies, tax savings, 

tax rates, tax efficiency, or any other statements related to taxes should be relied upon as an indication of Right Tail’s 

suitability to give advice or make decisions with respect to taxes in any jurisdiction. 


