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May 11th, 2021 
  
 
 
It has been over a year since Covid-19 disrupted our 
lives.  
 
In this quarterly letter our CEO, John Bird and CIO, Jason 
Ware, look back on the last year and share their 
perspectives on how we at Albion and we as a 
country maintained our resolve through a very 
challenging time. They also look to brighter 
economic days ahead.  
 
Speaking of economic bright spots, you have likely heard 
about the strong real estate market. In the Planners 
Corner section of the letter, Senior Wealth Advisor Liz 
Bernhard shares insights from her conversations 
with three real estate professionals about the state of 
the current market.  
 
And last, but certainly not least, we introduce you to 
Shannon Hollinger, our newest team member.  
  
Thank you for entrusting us with your financial lives.  
  
The Albion Team   
  
 
 
 

 
 
From John Bird’s Desk    
  
The last twelve months truly stress tested both our long-
term investment perspective and ability to stay the 
course while looking into darkness. One year ago, we 
were all in a fog of uncertainty as Covid-19 had just 
erupted and rocked our world. The path ahead was at 
best dim and at worst non-existent; we were all grasping 
for something to hold; an anchor to keep us from being 
swept away by the storm. At Albion we anchored 
ourselves in knowing our portfolio companies would 
survive and our investments were sound. Yes, it was 
likely that sectors of the economy would shrink and for 
many companies strong earnings would quickly pivot to 
losses. Yet it was also likely that other companies and 
sectors of the economy would thrive as their capacity to 
help facilitate social distancing and working from home 
would be in demand. And finally, it was likely that 
vaccines would emerge and the future for even the 
hardest hit firms would brighten. In summary we 
remained optimistic about the human ability to 
persevere, learn, and adapt in a time of crisis.  
 
Our optimism was not misplaced. One year since the 
crisis began this is where we stand: In Utah 30% of the 
population has been fully vaccinated while nearly half of 
us are partially vaccinated. Nationwide 28% of the 
population has been fully vaccinated while 42% of the 
population – and 51% of the population over age 18 – has 
received at least one shot. Better still the rate of vaccine 
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administration continues to climb and it’s likely that all 
citizens who want a vaccine will be able to get one 
within the next few months.  
 
Nor was our optimism misplaced from an investment 
perspective. The equity markets have rebounded sharply 
from their March 2020 lows with major market indices 
both domestically and around the world having fully 
recovered their 2020 losses. Economic activity continues 
to rebound as pent-up demand from a year of isolation is 
beginning to break free. The economy survives.  
 
Yet the above narrative notwithstanding the Covid crisis 
has been tragic. Over five hundred thousand of our 
fellow citizens have lost their lives to the virus and many 
times that number have suffered severe illness. While 
some were able to keep working through the challenges 
of the last year millions of others found themselves 
unemployed with virtually no safety net to help them 
through dire times. Businesses large and small found 
themselves on the ropes, struggling to survive in the face 
of both partial and complete shutdowns. And many 
suffered severe depression as social isolation, 
unemployment, and lack of hope took a toll.  
 
While it has been a challenging twelve months, your 
Albion team can look back with satisfaction at the 
work we’ve done. We kept a steady hand in a difficult 
time and while we cannot claim the ability to have seen 
clearly through the darkness of a year ago, we were able 
to see the outlines of a path which came into sharper 
focus with each step forward. With that we were able to 

stay the course; invested in strong companies that we 
now know have grown only stronger.  
 
You will hear us say our role is to help clients make a 
lifetime of good financial decisions. We are pleased to 
share that our clients made good decisions over the last 
year, remaining focused on their long-term investment 
objectives and avoiding the very normal tendency to sell 
financial assets when the world looks dark and scary. We 
believe the value of our steady hand, consistent 
message, and diligent focus on you as an individual as 
well as each and every investment in your portfolio 
helped you stay the course through difficult times. Thank 
you for entrusting your financial future to Albion. We 
work every day to learn, grow, and improve what we 
do in an effort to honor your trust.  
 
Markets & Economy  
 
What a difference a year makes. It was the first quarter 
of 2020 when the novel coronavirus began to wreak 
havoc on our health, world economy, financial markets, 
and our lives. As the virus hit our shores, seeded and 
spread – infecting tens of thousands each day – the 
exponential growth quickly overwhelmed our healthcare 
system forcing us to shutter businesses, work remotely, 
log our kids into “Zoom school”, stop traveling, and 
dramatically change how, and even if, we interact with 
others in effort to slow down its proliferation. The 
pathogen was new. We did not understand much about 
it. But we quickly marshalled a significant chunk of our 
global scientific resources to find answers and design 
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solutions. Never in our ~40 years at Albion had we seen 
so much uncertainty, distress and fast-moving change as 
we did in those first few months last year. However, as 
we began this letter: what a difference a year makes.   
 
In our last quarterly missive we outlined several positive 
developments in our collective battle against Covid-19. 
The first quarter of 2021 brought further welcome news 
on the pandemic. Case counts in the United States 
peaked in January and began a precipitous fall as more 
Americans got vaccinated and the winter season came 
to an end. We also continue to receive welcome data on 
the efficacy of the two leading vaccines on the market – 
the “mRNA champions” developed by Pfizer and 
Moderna. Be it from the steady drip of information 
produced from on-going Phase 3 clinical trials, large 
population studies coming out of Israel (where they have 
a vaccine-for-data-share agreement), and observations 
from our mass vaccination program, what’s clear is these 
two injections are highly effective and well tolerated. At 
the individual level, for those who have accepted their 
jabs this reality offers incredible protection and peace of 
mind. While at the population level, Epidemiology 101 
teaches us that these tools have the capacity to stop 
SARs-2, and its many variants, in its tracks if enough 
people are inoculated. It is multifactorial, but we believe 
that we can reach “herd immunity” … eventually. John 
Snow (not the one who is ‘King of the North’) would be 
proud.   
 
As a result of the scientific community guiding us 
through this pandemic, and ultimately bringing the virus 

to its knees we have reopened commerce and begun to 
resume our regularly scheduled lives. We have talked 
extensively, both in these pages and national media 
interviews, about this “return to normal in 2021” and its 
impact on the economy and markets. Our belief endures 
as to that track and we view it favorably in terms of the 
positive influence it should impart onto stocks. OK. 
Enough sermonizing. Let's put some facts and figures on 
this storyline.   
 
Let us first stipulate that we are much improved across 
*a variety* of metrics. Indeed, the sharp recession 
hacked away over -3.5% of US GDP in calendar year 
2020 (per current estimates; this will be revised over 
time). That marked the largest single year decline in 
economic output of the post-WWII period. Worse yet, 
at one point last spring we were -10% in the hole! We 
have regained a lot of ground since the nadir and are 
currently about -2% away from pre-pandemic GDP 
levels. And given our expectation for a large boom in 
2021, quite possibly the strongest growth year since 
1984, we anticipate a full recovery by year’s end. At 
which time, the economy will turn the page 
into expansion mode. Other areas have likewise seen 
dramatic improvements. At the lows we had lost over -
22M jobs. We have since gained about +14M of them 
back, and the positive trends in the labor market are 
gaining momentum. By some estimates, projected 2020 
corporate profits were thought to shrink by as much as -
40% as the pandemic took hold. Turns out it was “only” a 
-15% drop, and the fourth quarter saw earnings flip back 
to growth for the first time since 2019. This year, we will 
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likely see record business profits. These are but a few 
examples. You can traverse just about any other 
economic series you wish – consumption, confidence, 
factory production, inflation, even TSA traffic statistics – 
and you will be reading from the same script: an 
American economy swiftly on the mend. It’s a 
remarkable comeback story.   
 
Who would have guessed that we would be saying any 
of this exactly one year ago? The conversations at the 
time were very different. To be sure, this did not just 
happen. It wasn’t sorcery that brought us back from the 
brink. Rather, we did it with science. Ingenuity. Hard 
work. Tough choices. Sober judgement. And, of course, a 
lot of policy support. A historic amount, really, that 
we don’t expect to recede any time soon. So what’s the 
lesson? Of course, there are many; far too extensive a list 
to outline in this humble dispatch. Nevertheless, we 
reason that perched at the top is the modest principle – 
think and act long-term. Don’t allow the emotions of fear 
(or greed) to buck you from your financial plan, nor 
compel you to sell great investments into a down 
market. Happily, this moral finds a suitable and familiar 
home in our core investment philosophy. 
We needn’t attempt to learn it on the fly when there’s 
“blood in the streets” as the saying goes. Instead, it is 
central to how we evaluate, monitor and manage 
portfolios. It is true today; it will be true tomorrow.  
  
As briefly mentioned, we trust as the pandemic is 
wrestled under control by these outstanding vaccines 
that we’ll see an economy ripe for hitting escape 

velocity. This, in concert with our continued upbeat long 
view on the merits of owning a diversified portfolio of 
public equities, renders us undeterred as to our 
fundamental timbre of finding and owning sound 
investments to capture laudable returns on behalf of you 
– our dear clients.   
 
Planners Corner  
 
Have you heard what is happening in the real estate 
market?  
 
We’ve all heard about the house that sold in three days 
for 20 percent more than the list price with 15 offers, 
many of which were all cash. And although real estate is 
local it seems that we are hearing about a housing boom 
in many different areas of the country. For those who 
experienced the 2007/2008 housing crash, this 
environment seems familiar and not in a good way. Are 
we indeed in a bubble? And, if yes, when will it 
burst? We are asked these questions by many of our 
clients along with “when will mortgage rates 
rise?” And, “at what point will rising rates impact home 
prices?” All are good questions, so I decided to pose 
them to members of my professional network with boots 
on the ground in the real estate market. Below is a 
summary of my takeaways from discussions with Jim 
Williams with Williams Realty, Kaytlin Hughes with 
Berkshire Hathaway HomeServices and John Stephens 
from Home Quest Lending. I share my key insights below 
and expand on them after the summary.  
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The four main insights from this article are:  
 

1. Yes, prices are high in many places around the 
country, but no, a bust doesn’t seem imminent 
because of pent up demand, demographics of 
buyers, and tighter lending standards.  
 

2. Rising interest rates will cool home prices, but 
when and by how much is matter of opinion (albeit 
informed opinion) rather than fact.  

 
3. Don’t sell just to sell.  If you do, you may become a 

buyer in a seller’s market.  
 

4. If you want to buy, start looking now. If you wait 
for prices to come down you may be waiting a 
long time.    
  

A housing bubble, as defined by Investopedia, is “a run-
up in housing prices fueled by demand, speculation, and 
exuberant spending to the point of collapse.” We 
are surely seeing a run-up in housing prices in many 
markets. According to the National Association of 
Realtors, the median home price has increased by 16% 
year-over-year. This type of environment could be 
interpreted as exuberant.  
 
But, why are we seeing prices run-up?  
 
Economics 101 tells us it’s about the supply and demand 
equation. There is more demand than supply. In my 
conversations with Jim, John and Kaytlin I tried to 

unearth the drivers behind increasing demand and lack 
of supply in the housing market. Spoiler alert: it is many 
different forces converging together.    
 
We learned through Covid that many of us can and will 
continue to work remotely. This means we don’t have to 
live somewhere for our job. This has given people 
freedom to move to a different location whether it be for 
lower cost of living, closer proximity to family, or better 
access to recreation.    
 
There is pent up demand that is unleashing on the 
market as people are getting vaccinated and feeling 
more comfortable. Jim Williams estimates that we have 
demand in the U.S. for 4 million new homes each year 
and right now we are only able to build 1 million.    
 
There is a demographic component as well. Millennials 
are moving into their peak homebuying years adding 
even more demand to the strong housing market.  
 
The cost of materials has gone up which impacts supply. 
Lumber is four times as expensive as it was a year ago in 
part because of the tariffs placed on lumber coming 
from Canada by the Trump administration in 2017. 
Soaring prices are slowing down new building. John 
Stephens points out that some builders are under 
contract based on 2020 prices however with 
Covid delays they are now sourcing materials at higher 
prices. Rather than erode their profit margins, some 
builders are opting to delay building until raw material 
prices decrease. Additionally, there are bidding wars 
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happening for the lots on which new homes will be built, 
further delaying the new-build process.    
 
Rising material costs impact existing home prices too. 
From a replacement cost perspective, you can’t rebuild a 
home today for the same price you could a year ago. It 
costs more and so the price of the existing home will be 
higher. As Jim Williams puts it, there is only so much 
good dirt available. This is especially true in states like 
Utah where, according to the Congressional Research 
Service, over 60% of the acres are federally owned.    
 
Low interest rates also contribute to higher home prices. 
Often a buyer’s price range is dictated by how much of a 
monthly mortgage payment they can afford. As the debt 
service component of the monthly payment goes down, 
there is room for the price of the house to go up while 
still leaving the buyer with the same monthly payment.   
 
So what happens when mortgage rates start to tick 
up?  
 
Home prices will eventually soften, but it’s hard to 
determine how much higher rates will have to go before 
the softening begins. Of course there is a local 
component to this equation. Home prices in hotter 
markets will likely withstand higher interest rates before 
succumbing to downward pressure. According to the 
results of an Evercore ISI Homebuilders Survey published 
on April 6, 2021, a 30-year fixed-rate mortgage of 3.8% 
would start to flatten home prices. Right now (according 
to Bankrate.com as of 4/20/2021) the benchmark 30-

year fixed mortgage rate is 3.120% which is still below 
the flattening rate of 3.8% and well below the 30-year 
average of 5.97%.    
 
So, if rates are going to go up and prices will 
eventually go down, should I sell now?   
 
John Stephens from Home Quest Lending shared that 
he hasn’t seen a seller’s market like this in 20 years. If 
you are selling your home to take advantage of high 
prices, but will also being buying in the same market, 
it doesn’t necessarily make sense to sell now just 
because prices are high. Additionally, those who may be 
selling a property other than their primary residence 
such as a second home, rental or other investment 
property need to consider what they plan to do with the 
proceeds. Finding a better income stream or cap rate 
may not be so easy to do in today’s market. So although 
it is a seller’s market, it is important to understand why 
you are selling.  If the reason you own the property has 
not changed, there is likely little to gain from selling just 
to take advantage of high prices. Kaytlin Hughes has a 
discussion with all her clients interested in selling about 
whether they see this as a lateral move or a move up.  A 
lateral move will cost more without giving you more 
house in today’s market.    
 
Jim Williams shared that now may be a good time to 
sell less desirable properties. If and when prices start to 
come down, these are the properties where prices will 
likely soften first.  
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Will the bubble burst like it did in 2007?  
 
All three real estate professionals I spoke 
with don’t believe we are in the same type of market that 
we saw leading up to the Great Financial Crisis.  For 
starters, banks are held to higher capital requirements 
today because of what we learned during the GFC. This 
has led to tighter lending standards. The Federal Reserve 
Bank of New York states that about 70% of mortgages 
issued in 2020 went to borrowers with a credit score of 
760 or above. Not the same kind of subprime lending 
which fueled the 2007 bubble.  Plus, there is enough 
demand for mortgages currently that lenders can have 
stricter lending criteria and still do plenty of business.    
With soaring home prices and the likelihood that rates 
will stay low for the time being (Federal Reserve Chair 
Jerome Powell committed to keeping the fed funds rate 
low for the foreseeable future) many are wondering if 
they should wait for the market to cool off before 
buying. This rings especially true for first time home 
buyers. However, the council from all three industry 
insiders is not to wait. There is no guarantee that in 6-12 
months prices will be any lower than they are today. 
Even if you can’t afford your dream home today, buy the 
starter home or condo that you can afford. 
Once you’re in you can benefit from home price 
appreciation thus making it easier to trade up in the 
future to a more desirable property.  
 
 
 

 
In Short:   
 

1. Yes, prices are high in many places around the 
country, but no, a bust doesn’t seem imminent 
because of pent up demand, demographics of 
buyers, and tighter lending standards.  
 

2. Rising interest rates will cool home prices, but 
when and by how much is matter of opinion (albeit 
informed opinion) rather than fact.  

 
3. Don’t sell just to sell.  If you do, you may become a 

buyer in a seller’s market.  
 

4. If you want to buy, start looking now.  If you wait 
for prices to come down you may be waiting a 
long time.    

 
A very special thanks to John Stephens with Quest Home 
Lending, Jim Williams with Williams Realty and Kaytlin 
Hughes with Berkshire Hathaway HomeServices for 
sharing their thoughts and perspectives.  
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Albion Community 
 
We have another new team member 
announcement! Shannon Hollinger joined the Albion 
team in October of last year as an Associate Wealth 
Advisor to support Senior Wealth Advisor, Debbie 
Knotts. Prior to joining Albion, Shannon spent 20 years 
working at the Jewish Community Center helping people 
with their physical and mental health. Shannon’s strong 
customer service background is a huge asset to Albion 
as she switches gears to help Albion clients improve 
their financial well-being.  
 
As a Fitness enthusiast most of Shannon’s free time is 
spent running, hiking, dancing and being active with her 
three boys and two dogs. She loves to be outside in the 
natural beauty of Utah. Any chance she has you can find 
her gardening or laying in the sun. On the weekends in 
the summer she loves to go camping with the family or 
splash around at a water-park or lake.    
 
We are thrilled to welcome Shannon to our growing 
team.    
 


