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On Our Minds

What a difference a year makes. At this point last June, we had 
been locked in our homes for over two months.  Thankfully, 
epidemiologists and doctors were starting to understand how the 
virus spread, so we were able to adjust some of our pandemic 
behaviors.  That meant different things for different households, 
but for mine it meant ordering takeout for the first time in months 
(truly a joyful day for everyone in our house!) and ceasing the 
onerous process of washing each and every grocery package. At 
the same time, though, we realized that masks, social distancing, 
and remote learning would be with us indefinitely.  

As for the June 2020 economic picture?  It was frightening.  
Unemployment reached highs not seen in a lifetime, the price of 
West Texas Intermediate (WTI) crude oil slid to negative $40, and 
businesses were shuttered.  But the early actions of the Federal 
Reserve and Congress were effective, and by May the market had 
already started its record-breaking climb. 

So here we are today, one year later: over 100 million people 
vaccinated in the US due to the unprecedented speed of vaccine 
development and distribution. Many forecasters estimate the US 
economy will grow by more than 6 percent this year, a whopping 4 
percent faster than its pre-pandemic trajectory. Disneyland is open, 
and NYC expects businesses to operate at full capacity by the first 
of July.  A semblance of normalcy seems within reach.

While these milestones should certainly be celebrated, the Federal 
Reserve and Congress have taken dramatic actions to get us 
to this point, and those actions have consequences, many of 
which we discuss in this newsletter. One of these consequences 
is inflation, a topic we touched on in our webinar but discuss 
in greater detail here. We also examine the dysfunctional repo 
market, where liquidity risk lurks. And no newsletter would be 
complete without a tax discussion; here we address the Biden 
administration’s proposed changes to the tax code. (Newsflash: 
taxes are going up.) This newsletter also includes a piece on 
balance sheets—how and why we analyze them. 

We also examine two current, yet very different, investment 
areas of interest. During lockdown, speculative investing rose 
in popularity and digital currencies, such as Bitcoin, benefited 
immensely; we examine these currencies’ underlying blockchain 
technology and consider whether any reasonable investment 
opportunities exist in the industry. Separately, a growing number of 

investors are eager to pursue socially responsible investing (SRI), 
but what does that term mean, exactly, and how does it differ from 
ethical investing or impact investing?  We provide a history and 
overview of SRI—as well as a glossary of SRI-related terms—in 
this newsletter, and explain how our robust research process, in 
place since 1974, makes us ethical investors. 

It has been a challenging year, but those of us who avoided the 
virus and worked remotely have endless reasons to be grateful. 
With spring’s arrival we have much to look forward to: the 
loosening of restrictions, gatherings with friends and family, and 
traveling safely. We look forward to the time when we can see you 
all in person again.

Diana B. Malcom 
President

In This Issue

2    Blockchains: What Are They and How Are They Used?

3    Ethical Investing

4    Inflation: The Push and Pull of Supply and Demand

6    Death and Taxes

7    A Closer Look at the Balance Sheet

10  A Paradigm Shift in Funding Markets



2 See disclosures on last page

Reflections & Observations  |  Spring 2021

2 See disclosures on last page

Blockchains: What 
Are They and How Are 
They Used?
What, Exactly, is a Blockchain?

A blockchain is a ledger system that is shared across a network 
of computers. A blockchain is made up of “blocks”—each block 
is essentially a page of the ledger—where information related 
to a transaction (such as amount, date, and time) is stored. 
Once a block is filled, it is stitched into the record book using 
cryptographic keys. Blocks connect to each other in chronological 
order (like links in a chain, ergo “blockchain”). The ledger is 
decentralized and completely transparent—each computer in 
the network holds a copy of the ledger, and anyone can view it. 
Transactions are anonymous, though; each blockchain transaction 
is denoted by a distinct ID code, as well as unique network user 
codes for each of the counterparties involved. The only way to 
identify someone through the blockchain is to independently link 
his or her identity to his or her network user code.

Are Blockchains Safe to Use if They Are Entirely 
Digitized?

In the same way that the blockchain promotes anonymity, 
its decentralized structure makes it exceedingly difficult to 
alter records and conduct fraud. If someone (erroneously or 
intentionally) attempts to manipulate the ledger, the inaccuracy is 
quickly caught by the other computers (or “nodes”) in the network 
and thrown out. The only way to manipulate the record is to secure 
agreement from nodes representing at least 51 percent of the 
network’s processing power—a requirement so daunting that it 
effectively renders the blockchain unhackable. Not only would one 
have to spend approximately $5–10 billion in hardware and real 

estate to acquire 51 percent of a large blockchain’s (e.g., Bitcoin’s) 
processing power, one must also fund the electricity required to 
support that level of computer processing, which roughly equates 
to the cost of electrifying one million homes. The high cost of 
blockchain manipulation limits potential attacks on sovereign 
powers, as well as on a handful of the wealthiest individuals on the 
planet, including Warren Buffett, who (oddly enough) happens to 
control one of the largest electric utilities in the United States. 

How Might Blockchains Be Used Today and in the 
Future?

While current blockchain use centers on the storage of digital 
transactions of cryptocurrencies, it could also be used for a variety 
of other purposes. Any activities that require a ledger system 
and a secure network (e.g., voting, contracts, land transfers) 
may benefit from blockchains. Most recently, the blockchain 
has captured headlines for its part in the transfer and storage of 
non-fungible tokens (NFTs). An NFT is a unit of data, stored on the 
Ethereum blockchain, which certifies that a digital asset (i.e., a 
video, audio, or photo file) is unique. Unlike cryptocurrencies, NFTs 
are one-of-a-kind (or very limited in quantity) and have unique 
identifying codes. While anyone may view the file attached to the 
NFT, ownership of the asset is ensured and recorded through the 
NFT and blockchain, respectively. The most popular NFTs today 
fall under the art and sports categories; they are like trading cards 
and their rising popularity has fueled skyrocketing prices. In March 
2021, Christie’s auction house sold an NFT for a piece of digital art 
created by crypto artist Beeple (aka Mike Winkelmann) for $69.3 
million. 

Investing in Blockchain Technology

The use cases of the blockchain have created entire industries 
almost overnight. From an investor’s perspective, the flurry 
of activity surrounding blockchains is mostly, if not entirely, 
speculative. That said, rapid innovation and adoption tend to spur 
long-lasting trends and behaviors. We are not speculators; we 
are business analysts that look for strong companies with good 
management teams and solid cash flow streams. While gambling 
client money on a piece of crypto artwork is surely a breach of 
our fiduciary responsibility, we are monitoring the development of 
the blockchain ecosystem to identify areas of investment interest. 
Blockchain-based asset brokers, marketplaces, and software 
developers—essentially the companies needed to support the 
blockchain infrastructure—may soon be compelling investments 
in this new economy.



Ethical Investing

LBA set out in 1974 to operate exclusively as an ethical investment 
advisor. At the time, the phrase “ethical investing” meant not 
trading on inside information or manipulating prices. Times 
change, and now there are many approaches to ethical, or 
socially responsible, investing. Initially, these words conveyed an 
investor’s attempt to invest successfully while avoiding the stocks 
of companies he or she found particularly distasteful—typically 
tobacco and alcohol producers, military contractors, and polluters.

For LBA, ethical investing has always been about investing in 
companies that make positive, long-term decisions that support 
customer, employee, and environmental health. These decisions 
not only make a company a good corporate citizen but also the 
most viable and poised for long-term success. While avoiding 
tobacco, alcohol, and weapons is an ethical choice, it is also an 
investment decision. The liabilities of a company determine a 
company’s future success and if it is difficult to analyze those 
liabilities, such as those found in a tobacco company, then it is not 
a good investment. 

As fiduciaries, LBA’s mandate is to protect and grow our clients’ 
assets; we believe there must be sound economics behind every 
investment. If a company is not supported by strong finances, we 
doubt it will achieve stated goals.

LBA Ethical Screens

We look for companies that (1) treat workers fairly, (2) prioritize 
environmental performance, (3) produce products or services 
that benefit society as a whole, (4) operate with integrity, and (5) 
communicate straightforwardly and honestly with shareholders. 
These subjective screens require more judgement on our part, but 
judgement is our basic competence, and it applies as much to a 
balance sheet analysis as it does a workplace safety record.

We will not screen out a company solely because it is in the 
chemical or petroleum business. Instead, we identify companies 
in these necessary industries that demonstrate environmental 
responsibility by, for example, disclosing emissions and working to 
reduce them, or developing products that are more efficient (and 
therefore less harmful to the environment).

Understanding What You Own 

There is only one method that allows an individual or organization 
to develop a portfolio aligned with unique goals and values: 
specific stock selection. In 2008, SRI funds held far more financial 
stocks, on a percentage basis, than conventional index funds 
did. The top financial holdings in these SRI funds were AIG (for 
offering generous retirement benefits), Bank of America (for 
striving to reduce greenhouse emissions and promote diversity), 
and Citigroup (for supporting 9/11 victims and tying some loans to 
environmental performance). However, analysts for these SRI funds 
ignored the banks’ core businesses, specifically the creation and 
sale of securities products that would cause the financial crisis 
of 2008 and lead to bankruptcies, homelessness, and the near 
collapse of the entire financial system. 

In summary, since 1974 LBA has been constructing portfolios 
that align with our clients’ goals and values. While our investment 
methodology could be described as SRI- or ESG-driven, we do 
not market ourselves in that way. We firmly believe the only 
way to properly honor an investor’s values and goals is to build 
a portfolio of quality individual equities. We present the best 
ethical companies to our clients, and we let them decide if those 
companies align with their values. Our clients know what they 
own and understand why they own it—an awareness they cannot 
attain with mutual funds or ETFs.
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“ An investment in 
knowledge pays the 
best interest.”

– Ben Franklin
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Inflation: The Push and Pull of Supply and 
Demand

(Continued from page 3)

Glossary of Ethical Investing Marketing Terms

With the words “trillions in spending” being tossed around like the change from a “Need a Penny, Take a Penny” tray at the corner store, it is 
reasonable for people to be concerned about inflation in the US.  After all, in these recent, almost-post-COVID months, supply constraints have 
become more pronounced while already flush savings balances have risen further (see chart below).

Ethical Investing

SRI: Socially Responsible 
Investing

SRI is the grandfather of socially minded 
marketing terms, coined when negative 
screening first emerged. The philosophy 
excludes investments in companies or 
sectors that, for operational or strategic 
reasons, conflict with an investor’s beliefs. 
We fail to see how running a negative 
screen justifies a higher fee. In our view, 
it should simply be part of the investment 
vetting process.

ESG: Environmental, Social, 
and Governance

ESG refers to a set of standards to track, 
measure, and evaluate a company’s 
environmental, social, and governance 
practices. These points of view are—and 
always have been—embedded in our 
investment analysis. We may sound like a 
broken record, but we firmly believe that if 
a company’s management team prioritizes 
customers, employees and the environment, 
and governs itself openly and responsibly, 
the company is positioned for long-term 
success.

Impact Investing

Impact investing is the most recent 
approach to ethical investing. In this 
approach, an investor addresses a specific 
social or environmental issue and measures 
the success of the investment by both 
financial and societal returns. For example, 
an impact investor may agree to fund a 
solar project—despite knowing that other 
investments may generate higher financial 
returns—because he or she values solar’s 
positive social impact just as much as (if 
not more than) financial returns. Impact 
investments are often private investments.

Source: Federal Reserve Economic Data
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Is Inflation Here and Will It Linger?

The stage is set for inflation, with too much money and not enough 
goods and services. Even Warren Buffett, at his latest annual 
meeting, announced, “We’re seeing very substantial inflation. We 
are raising prices. People are raising prices to us and it’s being 
accepted.”  Specifically, Mr. Buffett was referring to the rising 
costs of copper, timber, and steel—the commodities which impact 
his businesses.  According to Bank of America, the number of 
mentions of the word “inflation” in Q1 earnings calls has tripled 
year over year (the largest increase since 2004).  Inflation is on the 
minds of investors and firmly in the news cycle.

Economists are split on what will happen in the coming year.  Will 
rising inflation be a natural byproduct of government spending and 
higher demand?  Or will deflationary forces, namely technology 
and industrial efficiencies, control inflation as supply shocks and 
demand spikes subside? 

The Case for Deflation

The “deflationists” who believe the latter scenario argue that:

 Supply constraints are short term: As relatively low (and 
in some cases negative) productivity ends, inflation will rise 
in the short term because demand will return while supplies 
remain limited.  (The current spike in commodity prices is 
both artificial and temporary, they believe, and due to COVID-
related inefficiencies in the supply chain.) Once short-term 
supply issues are resolved, pricing will return to normal. 

 Inflation will rise with consumer spending and then fall: 
These folks expect spending to increase in the near term as 

consumers bid farewell to months of social and business 
restrictions. Inflation will rise quickly as a result, however, 
as the country returns to normalcy, so will inflation; it should 
return to pre-COVID levels.  

 Technology helps deflation: Technology advances seek to 
improve efficiencies and maximize resources, two actions 
that help prevent inflation from rising.  Further, technology 
enables global employment. 

 Unemployment remains high: The unemployment rate, 
though dropping, is still higher than pre-COVID levels.  The 
labor market has a lot of slack to fill before wages begin to 
rise.    

The Case for Long Term Inflation

On the other side, those who believe that inflation is becoming 
permanently elevated—let’s call them “inflationists”—point to 
some massive, scary economic figures and inflationary signals, 
including:

 Record government spending: We have agreed to a $1.9 
trillion stimulus package, an amount equivalent to 9 percent 
of our GDP.  On top of that, a $3 trillion spending package to 
tackle infrastructure, climate change, and inequity is pending. 

 Increased money supply: Estimates suggest that the US 
money supply has increased by about 20 percent in the 
past year; generally speaking, the more the money supply 
increases, the greater the rate of inflation.

 Foreign currency influx: The IMF predicts 2021 global 
economic growth will be 5.5 percent, while the US economic 
growth will be 7.0 percent.  Growth in the US will spur an 
influx of foreign currency into the US market, and inflation will 
rise as a result.  

Bottom Line: Should You Be Worried?

Often, these macro arguments about inflation contradict each 
other. The truth is that it is extremely difficult to predict Fed action 
and to pinpoint when and where inflation may (or may not) arise.  
The Fed is run by people—surely intelligent and hardworking, 
but fallible—whose responsibilities often straddle politics and 
economic policy.  For your portfolio, the way to protect against 
inflation is simple: purchase companies that can pass on their 

Inflation: The Push and Pull of Supply and 
Demand (Continued from page 4)
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Death and Taxes
Handwringing over changes to the tax code is 
commonplace in the months after a presidential 
inauguration. Three proposed amendments to current tax 
policy are highlighted below; keep in mind Congress may 
or may not pass them, and they may or may not affect 
you. In general, changes to the income tax rate will affect 
fewer people than changes to estate taxes and capital 
gains policies. The best way to manage taxes is to develop 
a tailored plan that supports your financial goals—there is 
no one-size-fits-all strategy for tax protection.

Proposed Tax Changes

Biden’s proposed changes to tax policy include:

• An increase to the marginal income tax rate: The individual income rate for top earners, those making over $400,000 a   
 year, would rise to 39.6 percent from 37 percent.

• An increase to the capital gains tax rate: For those earning income over $1 million annually, the long-term capital gains and  
 dividends tax rate would nearly double, from approximately 20 percent today to 39.6 percent (the proposed highest marginal income  
 tax rate noted above). These figures do not include an additional surcharge of 3.8 percent on net investment income for Obamacare,  
 which is already part of the tax code. 

• An elimination of the step-up in basis upon death: Currently, the value of assets held in your name, or your revocable trust’s  
 name, are adjusted (or “stepped-up”) to their current market value upon your death, a process which helps heirs avoid hefty capital  
 gains taxes. Eliminating the step-up will cause inherited assets to transfer with an unaltered cost basis, which means heirs could  
 inherit significant tax burdens along with assets. The proposed change could force heirs to sell assets to cover estate taxes which, in  
 turn, would generate more capital gains taxes for heirs. 

• A federal corporate income tax rate rise: Proposed changes would increase corporate income tax rates from 21 percent  to 28  
 percent. The change could spark higher prices for products and services, as corporations pass the added tax burden along to their  
 customers. (We like companies that are able to enact this strategy—often those that produce necessities—because they are able to  
 maintain pricing power when faced with rising costs.)

Over time, Congress will revise these proposals and negotiate compromises, but the underlying theme of these proposals is clear: taxes will 
rise. As we gain more clarity on the situation, we will be able to create thoughtful plans to mitigate future tax burdens. 

Inflation: The Push and Pull of Supply and 
Demand (Continued from page 5)

expenses to consumers because they are in control of their 
margins.  Think necessities, but not just in the traditional sense 
(i.e., food, beverage, cleaning supplies). Technology, medical, 

and industrial products that are critical to our functioning society, 
regardless of the economic circumstance, will also prevail.
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A Closer Look at the 
Balance Sheet
We frequently cite the qualities and characteristics we seek 
as we evaluate investment opportunities: we value companies 
with durable business models in growing industries, quality 
management teams, and strong balance sheets. While balance 
sheet maintenance might not be a company’s flashiest 
characteristic, it is critical to long-term growth—a strong balance 
sheet will enable a company to endure periods of uncertainty. 

Overview

The balance sheet is a financial statement that shows (1) the 
assets owned by a company, (2) the liabilities owed by a company, 
and (3) shareholder equity in a company. Assets constitute 
resources that are controlled by the company and expected to 
provide future economic benefit (e.g., manufacturing equipment, 
inventory). Liabilities are defined as company obligations that will 
result in an outflow of economic benefits (e.g., tax payments, and 
payments to suppliers). Equity is the owners’ residual interest in 
the company’s assets after liabilities are deducted. The balance 
sheet provides a snapshot of a company at a specific point in time, 
and helps investors assess a company’s liquidity and solvency. 
(Liquidity refers to a company’s ability to meet its short-term 
obligations, while solvency refers to the company’s ability to 
meet its long-term obligations.) Unlike the “moment-in-time” 
snapshot provided by the balance sheet, the income and cash 
flow statements convey financial information over longer stretches 
(e.g., quarterly, annually). 

Analysis and Insights

Vertical Common Size Analysis

There are a few techniques for balance sheet analysis. The first 
is vertical common-size analysis, in which each line item is 
represented as a percentage of total assets. This method is useful 

for tracking percentage trends over time and accurately comparing 
the financial health of companies in the same industry. The second 
technique is ratio analysis. Instead of comparing every line item 
to total assets, however, ratio analysis compares one balance 
sheet line item to another. Ratios that are particularly insightful 
are the current ratio, the quick ratio, and the debt-to-equity ratio 
(see sidebar for details). We can also use balance sheet ratios 
to examine working capital management—does the company 
have sufficient funds to support the day-to-day operations of the 
business? While insufficient access to cash could lead to future 
solvency issues, an excessive cash balance may not be the most 
effective use of assets. Other ratios help investors understand 
working capital flows, namely how quickly a company generates 
and collects cash from sales versus how quickly it must pay 
its suppliers. This time period is known as a company’s cash 
conversion cycle.

Ratio Analysis 

The third and final technique we use in our balance sheet analysis 
focuses on the line items themselves—are the amounts in line 
with industry competitors? We concentrate on three in particular: 
goodwill; plant, property, and equipment (PP&E); and long-term 
debt obligations. (See sidebar for details on each line item.) 

Line Item Analysis

Although income statements and cash flow statements receive 
the most attention from investors, the balance sheet provides 
critical information about a company’s resiliency, its long-term 
performance outlook, and its working capital management—
factors we strongly consider when performing our financial 
analysis. A strong balance sheet is one of the essential 
characteristics of a Lowell Blake stock.

Strong Balance Sheets Matter Over Time
(Higher returns and lower volatility)
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A Closer Look at the Balance Sheet
(Continued from page 7)

Current Ratio The current ratio measures a company’s ability to pay its short-term liabilities with its 
short-term assets (e.g., cash and equivalents, inventory, receivables). To calculate the 
current ratio, the total current assets are divided by the total current liabilities. A current 
ratio that is less than one, or that is far below competitive or industry benchmarks, 
may signal liquidity issues. On the other hand, a very high current ratio (relative to 
competitors/industry) may signal management is underutilizing assets.

Useful Balance Sheet Ratios

The quick ratio helps to measure if a company can cover its current liabilities without 
needing to sell additional inventory or obtain financing. The calculation is like the current 
ratio, however, the quick ratio excludes inventory. A higher ratio implies stability. The 
quick ratio is typically considered more conservative than the current ratio because it 
includes fewer assets.

Quick Ratio

Debt-to-Equity Ratio The debt-to-equity ratio details how much of a company’s finances come from investors 
versus creditors. Companies with higher ratios than competitors or peers are considered 
riskier, while those with lower debt-to-equity ratios are likely viewed as more stable, 
conservative investments.

Cash Conversion     
Cycle

The cash conversion cycle is defined as the sum of “days sales outstanding” (i.e., how 
long it takes the company to collect the cash generated from sales) and “days inventory 
outstanding” (i.e., how long it takes for the business to sell its inventory) less “days 
payable outstanding” (i.e., how long it takes to pay supplier bills). In general, a short cash 
conversion cycle signals financial strength—the company can generate cash quickly and 
therefore does not need to sell assets or borrow money to fund daily operations. A longer 
cash conversion cycle, on the other hand, may portend long-term business problems. 
From an investment perspective, consistent and decreasing cycles are desirable, while 
choppy and increasing cycles warrant deeper analysis. These figures are most helpful 
when tracked over time or across companies within the same industry.
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(Continued from page 8)

A Closer Look at the Balance Sheet

Important Balance Sheet Line Items

Goodwill Goodwill is an “intangible” asset that arises when one company acquires another; if the 
price paid for the acquired company is greater than the fair value of its identifiable assets 
and liabilities, the excess amount is recorded as goodwill. (This may occur if the acquired 
company has, for example, a well-known brand or patented technology.) As an intangible 
accounting entry, goodwill carries some risk. Accounting rules require companies to test 
for impairment annually. If goodwill is deemed impaired, the impairment loss is charged 
against the company’s income for the current period. Deeming an asset impaired may 
also trigger abrupt—and potentially substantial—declines in shareholder’s equity. 
Goodwill levels fluctuate between industries and companies; smaller companies, for 
example, may boast higher levels of goodwill because they often need to grow through 
acquisition. While skeptical of goodwill, we always consider it in the context of acquisition 
strategies, purchase prices, and the industry in which the company operates.

Property, Plant and 
Equipment (PP&E)

PP&E are tangible assets used in company operations whose contributions extend 
beyond one fiscal period. Analyzing PP&E helps predict when large outlays of capital may 
be required (e.g., at the end of the assets’ useful life), which in turn helps to forecast 
future cash flows and dividend payments.

Our long-term debt analysis helps us answer several questions. First, is the debt well 
spaced over time? It is concerning when a substantial portion of a company’s debt 
matures in a given year. Second, do the individual debt instruments have fixed interest 
rates or floating interest rates? Fixed rate debt has more predictable payments, while 
floating rate debt is often tied to a benchmark plus a spread. Since the benchmark value 
can change, it is more difficult to predict floating rate payments. Finally, are the debt 
covenants (certain conditions the borrower is required to fulfill) reasonable?

Long-Term Debt
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A Paradigm Shift in 
Funding Markets 
Spurs Negative Rates
Negative Interest Rates: The Backstory

Amid the prevailing market narrative of looming inflation concerns, 
the shortest part of the US Treasury curve (i.e., short-term interest 
rates) has been dominated by zero and negative rates. Fueling 
these dynamics are a confluence of events including ongoing 
quantitative easing, massive fiscal stimulus spending, and inflation 
concerns. As a result of ongoing expansionary policies, the 
economy is effectively awash in money, a complete reversal of the 
restrictive, “tight” conditions the US economy faced prior to the 
onset of the pandemic.  Many experts believe these two diametric 
scenarios, occurring roughly one and a half years apart, illustrate 
problems with the inner workings (the “plumbing”) of the US 
financial system. 

How the Fragility of the Financial System Emerged

Policy Swing: Tapering to Expanding

In the fall of 2019, funding markets were crippled by an excess of 
US Treasury securities and limited reserves. When the repurchase 
agreement market (a.k.a. repo market) “broke” in 2019 and 
overnight lending rates skyrocketed, it quickly became apparent 
how fragile the system had become. While this situation was 
alleviated by actions taken by the Fed, the fragility remained, and 
we are now experiencing the opposite situation. In response to the 
COVID-19 pandemic, the US Government has engaged in massive 
expansionary policy—both fiscal and monetary. As a result, the 
system is now flooded with reserves but has a shortage of US 
Treasury securities. 

Amending Leverage Requirements

In May 2020, the Fed, under the guise of promoting lending 
in the face of the pandemic, temporarily amended a leverage 
requirement imposed on eight US banks, specifically those 
deemed Global Systemically Important Banks (GSIBs) in the wake 
of the Great Recession. Recently, the Fed restored the leverage 
requirement. Subsequently, (1) at least one large bank warned 
they may turn away deposits and institute negative rates on some 
deposits, (2) rates on short-term Treasury notes have plunged to 
zero or below, and (3) the repo market has “broken” again. Though 
stresses in funding markets have once again been temporarily 
alleviated by the Fed’s actions, the past year and a half indicates 
that despite the adoption of well-intentioned financial system 
reforms following the financial crisis, parts of the system remain 
fragile. 

For deeper analysis of the events that have transpired and our 
thoughts on the potential implications, we encourage you to 
explore our longer piece by clicking here. 

https://www.lowell-blake.com/a-paradigm-shift-in-funding-markets-spurs-negative-rates/
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IMPORTANT DISCLOSURES 
This presentation is not an offer or a solicitation to buy or sell securities. The 
information contained in this presentation has been compiled from third party sources 
and is believed to be reliable; however, its accuracy is not guaranteed and should 
not be relied upon in any way, whatsoever. This presentation may not be construed 
as investment advice and does not give investment recommendations. Any opinion 
included in this report constitutes the judgment of Lowell Blake & Associates, Inc. 
(Lowell Blake) as of the date of this report, and is subject to change without notice.

Security Recommendations 
The investments presented are examples of the securities held, bought and/or sold 
in Lowell Blake strategies during the last 12 months. These investments may not be 
representative of the current or future investments of those strategies. You should not 
assume that investments in the securities identified in this presentation were or will 
be profitable. We will furnish, upon your request, a list of all securities purchased, sold 
or held in the strategies during the 12 months preceding the date of this presentation. 
It should not be assumed that recommendations made in the future will be profitable 
or will equal the performance of securities identified in this presentation. Lowell Blake, 

or one or more of its officers or employees, may have a position in the securities 
presented, and may purchase or sell such securities from time to time. 

General Disclosures 
Additional information, including management fees and expenses, is provided on 
Lowell Blake’s Form ADV Part 2, available upon request or at the SEC’s Investment 
Advisor Public Disclosure site https://www.adviserinfo.sec.gov/Firm/105127. As with 
any investment strategy, there is potential for profit as well as the possibility of loss. 
Lowell Blake does not guarantee any minimum level of investment performance or 
the success of any portfolio or investment strategy. All investments involve risk (the 
amount of which may vary significantly) and investment recommendations will not 
always be profitable. The investment return and principal value of an investment will 
fluctuate so that an investor’s portfolio may be worth more or less than its original cost 
at any given time. The underlying holdings of any presented portfolio are not federally 
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Lowell, Blake & Associates provides personalized financial services and support for individuals, families, nonprofits, and businesses. 
Reflections & Observations is our biannual newsletter to keep our clients and contacts “in the know” on new trends and valuable insights. 

We love to hear from you—we invite you to share with us your ideas and feedback at lba@lowell-blake.com.

Sources: (1) "WHO Coronavirus (COVID-19) Dashboard," World Health Organization, accessed 5/26/2021, https://covid19.who.int/;
(2) Our World in Data, accessed 5/31/2021, https://ourworldindata.org/covid-vaccinations.

We’ve come a long way from a year ago . . . 

1,491,041,497 vaccinated as of May 26, 2021


