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February 22, 2021 

We are starting off the new year with a new version of your 
Albion quarterly report.  We hope you find it familiar as well 
as clear and concise. The report format has changed, but our 
letter to you remains the same. In this edition, our CEO, John 
Bird, reflects on 2020 through a unique investment lens and 
our CIO, Jason Ware, educates us on the markets and the 
economy. In Planners Corner, we hear from Doug Wells on 
why timing the market sounds easy, but statistically only 
works out about 10% of the time. Lastly, don’t miss the 
Women of Albion’s first 2021 event on ESG investing. Details 
can be found in the Albion Community section of this letter. 

May you have a healthy, successful, and joyful 2021. 
 
The Albion Team  
 
 
From John Bird’s Desk   
 
Reflecting on a year characterized by a pandemic, bear 
market, economic crash, natural disasters including a Salt 
Lake City earthquake, bull market, slow economic recovery, 
and political shenanigans without compare gives entirely new 
meaning to the phrase “2020 hindsight”. Let’s hope we are 
never in a situation to witness such craziness in hindsight 
again. 
 
Misinformation, the danger of absolute certainty, and Occam’s 
Razor have been on my mind. Clearly each of these concepts 
apply to the political and social divisiveness in our country 
and others. However, the focus of this note is how these 
themes impact investor decisions.  
 

Investing combines the science of uncovering solid verifiable 
data with the art of generating insights about human 
behavior, desires, and ultimately investable trends.  
 
Misinformation abounds. Choose a company and Google it. 
You’ll find a range of views from wildly bullish to perennially 
bearish. Should you have a preconceived opinion you’ll find 
plenty of validation. The piece may link to others offering 
even more validation leaving you even more convinced. Yet 
much of what you absorb is opinion, rarely based on a 
foundation of verifiable facts. Beware. The world is loaded 
with misinformation that can quickly turn you from an 
investment hero to an investment goat. If you do have an 
opinion on a stock you’re better served researching the 
opposing perspective. While you might not agree with their 
conclusions; your efforts should challenge your existing view 
and point to areas for further inquiry.  
 
Absolute certainty. Many high-profile investors have 
steadfastly held their opinions for years even when such 
opinions (an ongoing bearish sentiment for example) have 
cost them dearly. Each time they are presented with evidence 
countering their view they double or triple down, citing new 
data points - some verifiable, others glorified conjecture - that 
reinforce their strongly held beliefs. Such inflexibility is costly. 
A philosophy our now retired co-founder and Albion’s long 
serving Chief Investment Officer used to abide by was “strong 
convictions, lightly held”. Yes, it takes conviction to be an 
investor. Without it you’ll never pull the trigger to buy or sell 
anything. But… those convictions must be held lightly – a 
willingness to change your opinion based on new information 
is essential for investment success. 
 
Occam’s Razor is a theory that the simplest explanation is 
most likely the correct explanation. How does this relate to 
investing? Basically, the more straightforward the 
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assumptions for success the more likely success will be your 
outcome. There are three main guidelines to applying 
Occam’s Razor. First, determine how many assumptions and 
conditions you need for each competing explanation. Fewer is 
better. Assumptions that are more straightforward to prove 
are better. If an explanation requires extra assumptions and 
conditions then make sure you have evidence for each 
assumption and condition commensurate with the importance 
of that assumption or condition in validating the claim. Third, 
never lose sight of the guiding principle that extraordinary 
claims require extraordinary evidence.  
 
There is a temptation to accept extraordinary claims more 
readily than simpler ones because if the claim is extraordinary 
enough there is no reality to benchmark against it. Many of 
you recall Enron, an energy company that began reporting 
returns many times greater than its competitors. They claimed 
an extraordinarily sophisticated data gathering and trading 
capacity allowed them to achieve such success. We at Albion 
were never able to understand how they generated such 
attractive profits in a traditionally low margin business.  
Because of that we avoided the stock altogether. Turns out 
there was a much simpler explanation; rampant fraud which 
sent the stock to zero and several Enron executives to prison. 
Avoid this trap by insisting on extraordinary and verifiable 
evidence for all extraordinary claims. 
 
Since Albion’s inception, we have steadfastly stuck with an 
investment and wealth management philosophy of keeping an 
open mind, making solutions no more complicated than 
needed, and maintaining a willingness to change our 
perspective based on new and verifiable information. 
 
Critical thinking and common sense are not complicated but 
they take diligent and conscious effort.  Remaining true to this 
approach in the face of human emotion and human 

attachment to ideas, objects, and people is a never ending 
task. With a clear lens we continue to explore our investment 
world, deriving great satisfaction from working to understand 
our economy and financial markets so we can make sound 
decisions for each of our clients.  
 
 
Markets & Economy 
 

The end of quarter four finds us assertively optimistic on the 
general progress we’re seeing in a variety of areas. At times, 
our sanguinity of the past couple quarters has admittedly 
seemed out of step with conditions on the ground. We assure 
you this was a function of identifying upbeat developing 
trends, largely concerning scientific headways, as opposed to 
masquerading as an ostrich (head, meet sand). While far from 
victory declaration, the advances as we closed out the year 
have indeed brought into view the proverbial light at the end 
of the tunnel. Most notably, the approval of several highly 
protective SARs2 vaccines. More on this later. In economic 
terms, our tenacious learnedness in treating and preventing 
the spread of COVID-19 as the year progressed allowed for a 
partial economic revival. Measures across the labor market, 
spending, production, and sentiment all improved greatly. 
Similar to the virus, work here is far from complete. But the 
course is clear and save for a major setback we are heartened 
by both the direction and underlying forces germane to the 
recovery.    

We opined in our third quarter missive that “despite rising 
case counts, for now we don’t anticipate a double-dip 
recession due to COVID-19,” and that “short of another mass 
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lockdown, of which the national appetite remains low, the 
evidence shows that the economy troughed in the April / May 
timeframe and that a recovery has been underway since.” This 
largely proved correct. And while the pace of recovery did 
slow in the fourth quarter, we added another +4% 
(annualized) to total output. Corporate profits have also 
begun to inflect, and we anticipate a strongly positive year for 
well-run companies. Meanwhile the Fed remains committed to 
ultraloose monetary policy and Congress has surpassed 20% 
of U.S. GDP in rescue spending, with more likely on the way. 
Together the astonishing response from the Fed and Treasury 
drove an expansion in the money supply (M2) by the fastest 
pace ever, traversing 150 years’ worth of data! We believe this 
historic excess liquidity – funds having made it to the “real 
economy” this time unlike much of the post-2008 stimulus – 
will come out of the (high) savings of immunized consumers 
priming the pump of pent-up demand. This may produce a 
temporary economic boom before settling back into a more 
structurally rational expansionary path. 

As the page turns to 2021 (whew!), we further reason that 
pandemic-ending vaccines and an economic reopening in 
earnest will be celebratory happenings – not unlike the end of 
World War II or the Roaring 20s (an era that kicked-off after 
the last major pandemic ended). The good feelings and 
intensely positive national mood as a result of putting this 
virus behind us and getting our lives back should bear 
remarkable fruit. Too, a new administration in D.C. that feels 
and acts very different from the unpredictable and erratic 
White House of the past four years will further add to the 
general sense that “things feel normal again.” This mindset, as 
Nobel Prize winning economist Bob Shiller would term 

“narrative economics” will be potent in setting the tone over 
the next several quarters.  

Circling back to vaccines, mRNA champions Pfizer and 
Moderna were first to market with their jabs in December, 
sporting ~95% efficacy. This was followed by the adenovirus 
vector platforms of AstraZeneca (partnered with University of 
Oxford) and Johnson & Johnson, as well as an inventive 
recombinant nanoparticle approach by Novavax using moth 
cells to cultivate and harvest the spike proteins needed to 
mimic the molecular structure of the coronavirus. All 
impressive stuff. These vaccines not only excel at preventing 
infection but take hospitalizations and death virtually off of 
the table for those inoculated, thus addressing the pandemic’s 
chief problem. And while new viral variants will continue to be 
tricky, we consider these vaccine platforms quite capable of 
adjusting with fresh “copy and paste” genetic tweaks and 
booster shots assuaging the pathogen’s worst effects. 

Boiling it down to our base thesis: 2021 should be a story of 
palpable relief, positivity and cheerful disposition after one of 
the toughest years for the human spirit in recent memory. A 
mighty mélange of stimulus, successful vaccines, and 
restorative economics bode well. Accordingly, but with sober 
respect for the tasks we still face, our core investment 
philosophy of finding and owning shares of wonderful 
businesses for the long run remains a wise strategy when 
endeavoring to grow wealth in the years to come. 
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Planners Corner 

One of the most common questions we were asked in the 
second half of 2020 is, “Why is the market doing so well while 
the economy is hurting?” The short answer is the economy is 
not the market. Given the disconnect seen in 2020 between 
Main Street and Wall Street we want to touch on why “time in 
the market” is much more important than trying to “time the 
market”. Last year illustrates how challenging it is to 
successfully time the market. While in hindsight timing the 
market seems easy and obvious; in practice it is almost 
impossible. Why? Because you have to get at least 3 basic 
factors correct:  

1. What is going to happen? (COVID-19 grows into a 
pandemic.) 

2. What is the impact of that event on companies and the 
economy? (not good) 

3. How will the market react to #1 and #2? (Eventually Wall 
Street looked past COVID-19’s impact on 2020 and 2021.)   

Each of these 3 factors is filled with uncertainty. If you assume 
you have a 50/50 chance of getting each correct, you only 
have a little better than a 10% chance of getting all 3 correct 
(0.5^3). As 2020 showed us in spades, predicting the short-
term future of the stock market is challenging at 
best. However, investing in best-in-class companies with 

strong balance sheets, skilled management teams and wide 
economic moats is a strategy most investors will find 
rewarding over the long term. At Albion we focus on 
determining the right asset allocation for our clients. The right 
asset allocation is the one that allows you to sleep at night 
and stay the course during volatile market periods thus 
benefiting from long-term growth that time in the market 
provides. 

 

Albion Community  

Join the Women of Albion on Thursday, February 25th for a 
virtual event on ESG investing. ESG stands for Environmental, 
Social, Governance and ESG investing includes these three 
central factors along with the usual financial factors in 
determining the investment merit of a company. Albion has 
provided ESG investing to our clients since 2017 and as this 
type of investing gains more popularity and recognition, we 
are getting many questions about what ESG investing is and 
how it works in the context of Albion portfolios. Albion’s Chief 
Investment Officer, Jason Ware, will join the Women of Albion 
for an evening discussion about ESG investing.  This will be an 
opportunity to learn more about the type of companies that 
make the cut, why ESG investing is important to Albion and 
how it can be a way to align your investments with your 
values.  This event will be open to all Albion clients and their 
guests.  We will send out more details soon. 

 


