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Dear Friends,
Where is the recession that many predicted in late 2022?  So far in 2023 
we see some slowing but no recession. Why?  I have written often about 
the United States economy being amazingly adaptive, flexible, creative, 
and accommodative so that our economy adapts as our situation changes 
(like dramatically higher interest rates driven by the Federal Reserve).  
Our economy is still mostly controlled by approximately 75% private 
and public companies that are incredibly resourceful and adapt to 
changes in our economy. As the tools in our economy have become 
more digital and driven by smart computers, we are better than ever at 
managing our businesses and industries.  We are a very complex and 
creative economy that is very difficult to track and predict. Will we avoid a recession in 2023?  
Maybe. Time will tell. Last Cabot Quarterly Review (April 2023) I showed a list of factors that 
drive our economy to outperform most other economies on the planet.  It is hard to argue that the 
U.S. is not the best economy on the planet – we certainly have created the most wealth over time. 
Below is a chart with data from the U.S. Bureau of Labor Statistics and Federal Reserve Economic 
Data that highlights the amazing productivity of our workforce. Every ten years our economy 
becomes about 20% more productive, according to the way our government measures labor and 
output.  This is amazing. How is this possible?  It is possible with the creativity of entrepreneurs, 
the integration of innovation, and the harnessing of the power of amazing software and computer 
speed.  The photos on page five (Figures 1 and 2, pg. 5) shows a Tesla EV manufacturing plant 
with many more robots and computers than people.  Compare this with a factory from 20 years 
ago which had many more workers than robots and computers. I highlight this because a great 
deal of our investment analysis work involves studying company innovation and change.  We 
invest directly in many of these companies. These innovations drive increasingly higher worker 
productivity.

The figures I have provided highlight three important observations:
1. Our productivity and innovation in this country are pervasive and seem to be accelerating. The 
chart below shows productivity of workers advancing.
2. Interest rates today are about 20% lower than the 200-year average. Why? A key factor is our 
aging population. As countries age, we consume more and produce less, which is believed to lead 
to lower interest rates. More on this is coming in our October Quarterly Report (Figure 3, pg. 5).
3. Global life expectancy is rising dramatically. The U.S. population is aging dramatically as well. 
This has a major impact on our economy and interest rates (Figure 4, pg. 5).

Thank you for being part of the Cabot 
family, we appreciate the trust and 
confidence you have placed in the 
Cabot team.

Robert T. Lutts
Founder and 
Managing Partner

Source: U.S. Bureau of Labor Statistics and Federal Reserve Bank of 
St. Louis (Federal Reserve Economic Data)

Output per Worker 
Continues to Rise
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Return DESCRIPTION (What does this Index represent?)

US EQUITIES

Dow Jones Industrial Average 4.0% 14.2% 12.3% 9.6% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index 8.7% 19.6% 14.6% 12.3% US Large Cap Stocks (Largest 500)

Russell 1000 Index 8.6% 19.3% 14.1% 11.9% US Large Cap Stocks (Largest 1000)

Russell 2000 Index 5.2% 12.3% 10.8% 4.2% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index 6.2% 16.5% 11.0% 8.1% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) 3.0% 18.8% 8.9% 4.4% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets 0.9% 1.7% 2.3% 0.9% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets 2.1% -2.3% 3.8% 0.8% Large and mid-sized companies in the world's least advanced 
economies like Kuwait, Argentina, Kenya, etc.

FIXED INCOME

Bloomberg Barclay's US 
Intermediate Bonds -0.7% -0.6% -2.9% 0.8% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds -0.8% -0.9% -4.0% 0.8% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 1.7% 9.1% 3.1% 3.4% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. -2.5% 6.2% 2.5% 8.9% Gold bullion

NYSE Arca Gold Miners Index -7.5% 11.9% -4.3% 8.1% Companies that mine precious metals

Crude Oil, Dollars/Barrel -6.6% -33.2% 21.6% -1.0% The price of a barrel of oil

Bloomberg Commodity Index -3.8% -13.3% 16.0% 3.0% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index 1.2% -4.3% 6.1% 4.8% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure 
Index 6.1% 31.0% 30.9% 5.7% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE 
    2nd Quarter = 3/31/23 to 6/30/23; YTD = 12/31/22 to 6/30/23; 1 Year Return = 6/30/22 to 6/30/23

Current Markets Q&A with Cabot's Investment Team
Wealth Advisor Alex Castrichini recently sat down with Craig Goryl, Pat Creahan, and Taylor Haselgard of  Cabot’s 
Investment Team to ask pressing client questions connected to the markets.

Alex Castrichini, CFP, 
Wealth Advisor

Craig Goryl, CFA®, 
Partner, Chief Investment Officer

Can  you start with an overview of equity markets so far in 2023?

Equity markets have been strong….but with an asterisk. A handful of big growth stocks have been VERY strong, and 
these companies are so giant that they have carried the market indexes with them. By comparison, returns elsewhere 
have been lackluster. To illustrate, the seven largest companies by market value in the S&P 500 are: Apple, Microsoft, 
Alphabet, Amazon, Nvidia, Tesla, and Meta. This “Big 7” comprises 26% of the S&P 500 and had an astonishing average 
return of 89% in the first half of the year. The other 493 companies in the index had an average return under 7%. 
This cluster of tech giants is unique to the United States. Outside the U.S., returns have been good, but not great.

A Conversation on Equities with Craig Goryl
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What’s driving the “Big 7” as you call them?

They all stand to benefit from artificial intelligence 
(AI) technology, which has been in development 
for a long time but really burst onto the scene 
with the release of ChatGPT late last year. It is 
truly game-changing technology. Taylor has some 
insight to share on that topic (see page 4).

With so much of the market’s gains 
concentrated in a short list of stocks, should 
we be concerned? 

Such a wide disparity between the “haves” and 
“have-nots” is not sustainable, but it is also not 
necessarily a concern. I’ve seen many studies 
on this. Narrow breadth occurs all the time, and 
there are no consistent patterns to tell us what will 
follow for the market overall. I would love to see 
the rest of the market catch up to these giants, 
rather than have the giants fall. But history tells us 
neither scenario is more likely than the other. 

Even outside the “Big 7”, returns have still 
been good. What else is going on? 

That’s the economy. Going into the year, investors 
worried a lot about recession. Higher interest 

rates were slowing the economy, but inflation 
was stubbornly high. Stocks reflected this worry. 
Remember how bad 2022 was? In 2023 we’ve 
seen tamer inflation, and a resilient economy - 
especially jobs. There is still recession risk. We 
haven’t fully felt the effects of higher interest rates 
yet. But a really deep or prolonged recession looks 
less likely than it did six months ago. And so, 
the market has reacted positively to the outlook 
brightening from “bad” to “maybe okay.” 

The election cycle is heating up. Care to share 
some thoughts on what this will mean for the 
markets? 

I have a mantra that I think all clients should keep 
in mind: Investing and politics don’t mix. Period.  
There is no connection.  Don’t try to make one.  
There is no correlation between red and blue and 
gains and losses.  The effect of politics on the 
market or on any individual company is negligible 
compared to important things like company 
management, competition, business model, 
valuation, etc.  Vote with your heart.  Invest with 
your brain.

A Conversation on Equities with Craig Goryl continued.....

A Conversation on Fixed Income with Pat Creahan

Pat Creahan, CFA®, CAIA®, 
Portfolio Manager

Alex Castrichini, CFP, 
Wealth Advisor

Despite the aggressive policy tightening, the 
U.S. economy has shown resilience in the first 
half of 2023. How does this impact the outlook 
for interest rates for the second half of the 
year?

A resilient U.S. economy in the face of interest 
rate hikes may be evidence that our economy is 
less sensitive to interest rates than it used to be. 
The effect of these higher rates takes time to flow 
through the financial system and bring inflation 
down. High inflation (although decelerating) 
paired with record-low unemployment suggests 
that the U.S. economy may be able to withstand 

higher rates for longer than previously expected. 
Less concerned with the precise level of peak 
interest rates, we are more interested in how long 
these rates may stay elevated. The latter will be 
very influential to the price of bonds of longer 
maturities. We saw bonds sell off in Q2 to reflect 
this new expectation of higher rates for a longer 
period of time. 

3



Can corporate bonds still be a good investment 
amid concerns of an economic slowdown?

It’s important to mention that not all recessions are 
created equal, and the impact on bonds can depend 
on the severity and location of economic pain. While 
broader economic pain may persist, a high-quality 
company can withstand an economic slowdown 
while maintaining a strong credit profile. We look 
for cash-generative companies with strong balance 
sheets and durable business models. With that in 
mind, we should feel comfortable lending to these 
companies as long as the price remains attractive. 
As the economy shows signs of cooling, it is our 
preference to allocate to higher-quality bonds 
including treasuries, municipals, mortgages, and 
higher-rated corporates. With rates at much higher 
levels, bond investors can preserve wealth and 
receive a respectable return from a conservative 
allocation.  That characterization will help return 
fixed income into the “safe haven” asset class it 
once was. That’s good news for bond investors 
looking forward. 

How do municipal bonds fit into a portfolio in 
the second half of 2023?

Municipal bonds should always be part of a 
well-rounded taxable portfolio. If risks begin to 
mount in the economy, municipal bonds become a 
particularly safe place to be. Government balance 
sheets are uniquely stable through economic cycles. 
Some essential service revenue bonds like water 
and sewer systems, public power utilities, and 
higher education are largely unaffected by broader 
economic slowdowns. Logically, electricity and 
clean water would be some of the last things to cut 
from a budget.  These characteristics make certain 
municipal bonds a ballast to portfolios when risk 
prevails and they can serve as more than just a 
tax-conscious investment. The policy response 
and economic rebound from Covid created a lot 
of extremes throughout the economy. I suspect the 
path back to stable inflation could be a bumpy ride, 
and proper diversification will benefit portfolios.  
For fixed-income investors, that means owning a 
mix of asset classes, sectors, maturity years, and 
bond structures so that the portfolio can succeed 
over the long term. 

A Conversation with Pat Creahan continued.....

Alex Castrichini, CFP, 
Wealth Advisor

Taylor Haselgard
Portfolio Manager

A Conversation on Growth Equities with Taylor Haselgard

Why is AI the topic of the day and why 
should we care?

I think it is hard to overstate how impactful 
Artificial Intelligence could be to our everyday 
lives. The Internet gave us huge changes like 
entertainment streaming services, social media, 
and e-commerce (just to name a few). Early uses 
for AI technology that we see today are much 
like email was to the Internet. We are really at the 
initial stages of defining what is possible, which is 
both exciting and scary at the same time! 

Do we own any companies in this area? 
What are they?

We own many companies in our Aggressive 
Equity Strategy that benefit from AI adoption. We 
own some of the more well-known AI companies 
in Alphabet, Nvidia, and Microsoft. Examples 
of other companies that we own today that are 
adopting AI or indirectly benefit include ASML or  
Snowflake. Over a third of our portfolio today has 
exposure to AI as a trend. 
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Figures (Pictures and Graphs) from Opening Letter, page one....

A Conversation with Taylor Haselgard continued.....

What are the risks to the market you see today? 

The largest risk is the possibility of a mild or even 
moderate recession. As the Federal Reserve tries 
to cool down inflation, continued strength in labor 
markets and housing costs could lead to even 
higher rates from here. Higher rates increase the 
likelihood of a deeper and broader recession. The 
second biggest risk today is the commercial real 
estate market which has some structural issues. 
Many companies are still allowing hybrid work 
and reducing their footprint in major cities. One 
estimate is that $1.5T of debt will be coming due 
by the end of 2025 and another source estimates 
that property valuations could drop as much 
as 40%. While we have little exposure to this 
directly, this could cause wider economic stress if 
things turn sour. 

How are we managing these risks?

We manage risks in a variety of ways including 
diversification, managing position sizes, and being 
mindful of valuation. Of course, all our strategies 
look to have a good mix of companies across a 
variety of sectors and themes, the goal being that 
one exposure will not make or break the strategy. 
In addition, we have a maximum position size for 
names in our portfolio. This helps accomplish the 
same thing. In our Aggressive Equity Strategy, we 
look to strike a balance between industry leaders, 
disruptive companies, and stable businesses. The 
latter allocation helps the portfolio provide dry 
powder to invest when markets are at their worst. 
Finally, we consider the valuation of individual 
companies and the broader market. By investing 
in new opportunities that have skewed outcomes 
to the upside, this helps mitigate downside risk as 
well. 

Tesla manufacturing plant utilizes robots to 
manufacture electric vehicles 2021. 
(Source: Courtesy of UCLA newsroom.)

A Ford assembly plant in Wayne, Michigan on 
March 17, 2011.
(Source: ABC News.)

Source: www.economicprinciples.org

Figure 1 Figure 2

Figure 3 Figure 4

Source: CNBC5



Client Service Reminder: Required Minimum Distributions

The IRS mandates that owners of retirement accounts 
(other than Roth IRAs) must begin taking minimum 
distributions by April 1st of the year after turning 73.  
For example, an account owner who turns 73 at any 
time during 2023 must take his or her first RMD before 
April 1, 2024.

After completing the first-year distribution, the owner 
must take a distribution every subsequent year by 
December 31st to complete the annual requirement. 
The April 1st deadline only applies to the first year. 

The RMD calculation must include all of your IRA 
accounts (except Roth IRAs). You can take the 
minimum distribution for each of your IRA accounts 
from any combination of your IRA accounts (other 
than Roth IRAs).  However, the minimum distribution requirement for your profit-sharing plan account must be calculated and 
counted separately from your IRA distribution requirements. Also, to assist with RMD income, a charitably inclined investor 
may make a qualified charitable distribution (QCD). This transfer from one’s IRA to a qualified charity can be counted towards 
satisfying the RMD for the year with a max contribution of $100,000. Once satisfied, this amount will be excluded from 
taxable income.

Tyler Swaim, ChFC 
Senior Wealth Advisor

Employee Spotlight: Kelly Birchmore

Born and raised in Swampscott, MA, Kelly has been a 
lifelong athlete, dedicating herself to various sports. A 
graduate of Salem State University, she continued her 
passion for fitness while majoring in exercise science. On 
top of her major, Kelly was a lead scorer on the woman’s 
soccer team.

Although her soccer days are over, Kelly has continued 
her enjoyment of the outdoors, exercise, and New England 
offerings.   Her recent enjoyment of hiking has brought 
upon new travel experiences, and opportunities to visit her 
family in New Hampshire. 

Just as she did on the soccer field, Kelly continuously 
proves herself an asset to our team here at Cabot.   

M
Required

inimum

Distribution

6Mailbox Peak (4,841-foot-elevation), Seattle, WA

Client Services Specialist



Sonia Ernst, Managing Partner, Manager of Trading & Operations

Elder Fraud and Financial Scams

One of the best ways to prevent becoming a victim of fraud is to educate yourself about common scams. In doing so you will 
be able to recognize and react appropriately when you are faced with them. While scams can target people of all ages, seniors 
are a key group for many fraudsters.  Scams targeting senior citizens are considered “Elder Fraud”.

This demographic is targeted as they are often considered more trusting of others, they have more assets saved, may not be as 
tech-savvy, and may have cognitive impairments.

Here are some types of scams and fraudulent operations to be aware of:

Red flags that help spot dishonest and deceptive schemes are:

 O The false promise of high returns with no risk  O The pressure to act quickly or immediately
 O The inability to withdraw your money   O The use of high-pressure sales tactics

Remember, scams targeting the elderly can be identified as coming from strangers but can also be from individuals who are 
considered trusted friends, caregivers or family.  Please share your knowledge of these scams with your elderly parents, friends, 
relatives, and neighbors to ensure they are aware and can identify scams before they become a possible victim of one.

National Elder Fraud Hotline
833-FRAUD-11 (833-372-8311)

Encouraging older individuals to loan money, invest in dishonest products, invest in fake real estate, or 
participate in other types of investments that either don’t pay their stated return or in some cases don’t exist at 
all.  This could involve sending money to someone or an entity overseas. This could also include donating to 
charities that are not real.

Scanning obituaries to get family names and then targeting the loved ones of the deceased for unpaid debt.

Schemes involving individuals claiming to be from the IRS, Social Security Administration, or Medicare who 
are looking for personal information from the elderly in order to commit identity theft.

Recording an individual’s voice to be able to use it to sign them up for unsolicited warranties.  Phone frauds 
have also been known to falsely claim they are from law enforcement, and that you need to pay a fine or post 
bail for a loved one.  Phone calls about the lottery and sweepstakes can be dishonest schemes that claim the 
individual won money, but you need to pay the taxes up front in order to claim their prize or winnings. Another 
example is when an individual claims to be a grandchild and asks for money.

Elder Financial Abuse

Funeral Scams

Government Scams

Phone Scams
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A referral 
from a client 
is a valuable 

seal of 
approval.

Contact your 
Cabot Wealth 
Advisor today 

with any 
questions 
or to refer 
our Wealth 

Management 
services 

216 Essex Street | Salem MA 01970 | eCabot.com | info@ecabot.com | (978) 745-9233

Around Cabot Cabot Employees 
Enjoy an Outing 
on "The Roof" at 
the Salem Hotel

What are your 
plans this 
summer? 

For 40 years Cabot has been helping clients navigate big changes in the investment world. 
Back in 1983 only about 20% of U.S. Households owned equities (including equity mutual funds). 
Today that number is over 50%. Why? It has become even more necessary to invest because 
401(k) plans have taken the 
place of pension plans as our 
primary retirement savings 
method. It has also become 
easier to invest, as fees have 
fallen and trading has moved 
online.

Source: Federal Reserve Bank of Dallas Working Paper 2222

Craig Cooper receives 
His Master's in Finance

Congratulations to Craig Cooper for 
completing his Master's in Finance at 
William & Mary.  Cabot is proud to 
recognize this significant accomplishment 
and Craig's effort and hard work. 

Congratulations Craig!

Trading and Operations Associate

This quarterly newsletter is intended for information purposes only. Articles, graphs, charts and discussions should not be construed as 
specific investment advice. Individuals should personally consult with a financial professional to review their own specific situation in light 
of any information discussed here. Cabot is not under any obligation to update the information and while every attempt is made to insure 
that it is accurate, we are not responsible for misstatements or inaccuracies. This quarterly is intended for dissemination in the United States 
and is not intended for circulation elsewhere. It is important to note that any performance reporting or implied performance is not indicative 
of future results. Investments are not insured and may lose value. Asset allocation and diversification does not protect against loss. For 
complete disclosures, please contact us at (800) 888-6468 or info@ecabot.com to receive a copy of our Form ADV and privacy statement.
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