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Dear Friends,

The year 2021 is quickly becoming a year of unusual economic 
outcomes.  As the economy returns to a somewhat more “normal” 
condition, many industries will experience changes because of the 
pandemic. Many of these changes will become permanent. Here are 
some of the positive changes we are seeing:

Moving forward we believe we will see positive economic data coming out of our economy 
for the next six to twelve months. However, the next sizeable hurdle will be the unwinding 
of the monetary stimulus programs by Central Banks.  By the end of the year, we expect 
to see interest rates increase which will likely create a corrective phase (5-7% or more) in 
the markets.
     
Thanks for your continued confidence. We are honored to watch over and help you manage 
your family’s wealth.

Sincerely,





July 2021

Overall business productivity should continue to move 
higher now that companies can perform their day-to-day 
activities remotely.  We suspect this will help create higher 
profit margins for a period of time.  Meanwhile, markets are 
advancing as they digest this improved productivity.

Commercial bank deposits in the U.S. have skyrocketed from $13 trillion 
(pre-pandemic) to over $17 trillion as of June 30, 2021. The additional $4 trillion 
will be the springboard for a spending spree for both businesses and consumers in 
the coming years.

In the past eighteen months, companies and organizations alike have been 
challenged with a crash course in how to perform daily activities using technology. 
Five years ago, the Board of Trustees at Salem State University asked faculty to 
utilize more online technology in their daily teaching which was met with some 
opposition. Today, everyone has learned how to get the job done using technology. 
The pandemic was able to accomplish what management could not do. It is 
important to note that this experience in technology adoption is being observed 
across many industries.
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Equity Market Mid-Year Review and Outlook 

Craig Goryl, CFA
Portfolio Manager
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US EQUITIES

Dow Jones Industrial Average 5.1% 13.8% 36.3% 15.0% 16.7% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index 8.5% 15.2% 40.8% 18.7% 17.6% US Large Cap Stocks (Largest 500)

Russell 1000 Index 8.5% 14.9% 43.1% 19.1% 18.0% US Large Cap Stocks (Largest 1000)

Russell 2000 Index 4.3% 17.5% 62.0% 13.5% 16.4% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index 7.4% 12.3% 39.3% 14.6% 14.6% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) 5.2% 8.8% 32.4% 8.3% 10.3% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets 5.0% 7.4% 40.9% 11.3% 13.0% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets 14.1% 15.0% 38.5% 8.9% 9.4% 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 0.8% -0.8% 0.0% 4.4% 2.5% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds 1.8% -1.6% -0.3% 5.3% 3.0% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 2.7% 3.6% 15.4% 7.4% 7.5% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. 3.7% -6.8% -0.6% 12.2% 6.0% Gold bullion

NYSE Arca Gold Miners Index 5.0% -5.4% -5.9% 16.6% 5.5% Companies that mine precious metals

Crude Oil, Dollars/Barrel 24.2% 51.4% 87.1% -0.3% 8.7% The price of a barrel of oil

Bloomberg Commodity Index 13.3% 21.1% 45.5% 2.6% 1.3% Commodities like Gold, copper, natural gas, corn, etc.

Dow Jones REIT Index 12.0% 21.2% 32.9% 12.1% 8.1% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure 
Index 22.3% 48.9% 65.1% -1.0% -1.9% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE

Equity markets have been strong this year. For example, look at the below table and consider how 
broad-based the rally has been - every sector is up. International stocks - those in developed and emerging 
economies - have produced solid returns despite ongoing struggles with Covid and slow vaccine rollouts. 
In addition, market leadership has broadened from the few giant growth companies that benefitted from 
lockdowns (technology, internet, ecommerce, etc.) to include those that were hurt by lockdowns (banks, 
energy, industrials, travel, etc.).

(2nd Quarter = 3/31/21 to 6/30/21; YTD = 12/31/20 to 6/30/21; 1 Year Return = 6/30/20 to 6/30/21)

• Consumer spending: Consumer spending power is truly unprecedented for the early stages 
of an economic recovery, thanks to pandemic stimulus checks, benefits, and the halt of travel 
and leisure activities, all of which padded checking accounts. It is key to note that while many 
families suffered financial hardship, in aggregate the American consumer looks financially 
healthy and is ready to spend.

• Cost efficiencies: Cost efficiencies gained over the course of the pandemic have powered 
corporate profits to new heights. Many companies learned to do more with less and now as 
businesses come back, half of their revenues are falling right to their profit line. Moreover, 
company earnings had already reached pre-pandemic levels before the economy fully reopened. 

What is Behind the Rally in Stocks
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• Inflation is on everyone’s mind: There is no doubt you have felt or noticed that the rapid 
recovery has caused shortages and price spikes in everything from lumber and lobster to 
cars and appliances. Many of these appear temporary, but they fit the textbook definition 
of inflation; too much money chasing too few goods. Once inflation takes hold, it can be 
difficult to contain.

• Equity valuations are lofty by historical standards, and if we compare stock prices to 
corporate earnings (even accounting for the efficiency gains noted above) high valuations 
do not always portend a crash. However, they do suggest that long-term-future returns will 
be lower than the past decade.

• Coronavirus variants and the slow global rollout of vaccines raise the specter of a 
pandemic return. The longer the virus can thrive in unprotected populations, the more 
chances it has to mutate into something that might resist current vaccines.

• Persistent structural issues, like climate change, government deficits, widening income 
disparities, and political polarization, which were already problematic before the pandemic, 
remain. These threaten the long-term health of our economy if left unadressed.

Cabot remains interested in companies that can withstand any kind of storm, including the 
one we just had. We remain opportunistic about our new and current holdings. This year 
has offered fewer bargains than 2020 and the holdings we have selected for our core equity 
portfolios are high quality companies with organic growth and strong balance sheets.

• Monetary stimulus (i.e., Federal Reserve policy): The Federal Reserve has promised 
to continue its emergency low-interest-rate levels even as the urgency fades. However, 
this makes borrowing easier and means that bonds do not offer as much competition for 
investment dollars, so money keeps flowing to stocks. 

• Fiscal Stimulus (i.e., government spending): Pandemic relief spending and infrastructure 
plans are providing yet another injection of optimism and capital to the economy.

What  Risks to Watch

How we Position Cabot's Core Equity Portfolio



Pat Creahan, 
CFA®, CAIA®

Portfolio Manager

Why Own Bonds in a Low-Yield Environment?
A balanced portfolio of stocks and bonds has long been touted as a prudent strategy for building long-term 
wealth while keeping risk in check. The fixed-income allocation and its relative size within a portfolio 
have been used to gauge a portfolio’s aggressiveness to match an investor's risk tolerance and income 
needs. Low yields undoubtedly constrain the return prospects of fixed-income investments in the near 
term. Unless interest rates fall sharply back toward zero (or further), it may be some time before we see 
double-digit bond returns in a given year. It is tempting to analyze bonds as an individual investment and 
conclude that they are less than compelling. Instead, let us revisit a few risk management doctrines that so 
many portfolios are built upon and see how bonds still fit into the big picture.

Bonds are a contractual financial instrument. Typically, all of the cash flows of a bond are known to 
both the buyer and seller. After monitoring for any credit risk, the return of capital is very predictable 
regarding amounts and timing. In the event of financial stress, bondholders rank above equity holders 
for a claim on company assets and, for this reason, exhibit considerably less downside risk than 
equities. As a result, bonds remain the logical storehold of wealth for both an aging U.S. population 
and sovereign entities across the globe.

The predictable nature of bonds makes them valuable tools to offset liabilities. Investors who intend 
to spend their acquired wealth can match the duration of their future spending with appropriate bond 
maturities to ensure cash is available when needed. This risk management practice holds true for a 
private investor nearing retirement, a pension fund paying out to an aging constituency, or a corporation 
with upcoming liabilities. Blindly hoping equities are priced at just the right level when cash is needed 
could prove a painful strategy.

Often referred to as the only "free lunch" in investing, diversifying a portfolio across asset classes and 
securities can improve risk-adjusted returns over time. Combining assets with low, no, or negative 
correlations can reduce the volatility of the entire portfolio. The simplified logic is that investments 
with low correlations increase the likelihood that one investment will do well while another does 
poorly. The benefit is the rising investment can provide the funds to purchase more of the declining 
investment and bring the portfolio back into balance. A portfolio of highly correlated assets is often 
precluded from this natural "buy low and sell high" mechanism. Despite low yields, high-quality 
bonds still offer this benefit to portfolios, as long as correlations remain low.

For purposes of simplification, we often refer to a portfolio of "stocks and bonds." This broad 
classification understates the diversity of fixed income as an asset class.  The bond market dwarfs 
equity markets in size and complexity, from high grade to high yield corporate bonds, treasury notes, 
sovereign debt, municipal debt, mortgages, and structured products. The fixed income universe 
comprises millions of individual securities that differ in credit quality, duration, cash flows, and tax 
implications. The municipal debt market ranges from the obligations of state and local governments, to 
water and sewer systems, universities, transit, and airports, to name a few.  The heterogeneous nature 
of fixed-income markets can benefit investors searching for the right mix of portfolio risk and return 
but requires an active and investor-centric approach to select the appropriate securities.

Unfortunately, whether bond yields are high or low, an investor's ability to bear risk does not change. 
Therefore, a prudent fixed income allocation can still offer many opportunities to mitigate risk, find returns, 
and implement a sound long-term investment strategy. Financial markets often show us that an underlying 
risk can reveal itself quickly, and proper diversification should be a constant and not reactionary feature 
of a disciplined portfolio.  

Bonds as a Wealth Protector: 

Liquidity and Duration Matching: 

Portfolio Risk and Volatility: 

Customization: 



Rob Lutts
President, CIO

The Source of Innovation in Our Economy
The United States has an unusual support system that encourages innovation and its development in our 
economy.  First, intellectual property rights are sacred in our economy, and innovators have great success 
registering and protecting their inventions. Secondly, our educational system and research capabilities are 
extraordinary, and they encourage experimentation that creates a culture of invention. We have thousands 
of educated and well-trained entrepreneurs who are willing to start new companies on the backbone of 
their ideas. Lastly, we have an immensely supportive financial system that brings the fresh capital to see 
these ideas come to fruition.

In our economy, innovation comes in phases, compounding on the progress of the prior phase.  Here is a 
simplified look at these phases of innovation over time:

It is interesting to note that the last four phases all came to fruition in the last thirty years whereas the first 
five took more than one hundred thirty years.  The ability to process data and computations is accelerating 
innovation time dramatically.  For example, Nvidia (NVDA) makes a software system that can process 
320 trillion operations per second! We are only beginning to understand the powers of intelligent software 
which means a very powerful force is about to unleash a strong wave of productivity gains. Self-driving 
cars will become reality and nearly all industries will be developing process-control systems. This new 
phase of innovation will make the invention of steam and electricity look like baby steps.

Today, the themes Cabot invests in fully embrace and benefit from these new innovations.  Some 
examples include:

The future is uncertain in many respects; however, we are confident it will be a bright one predominantly 
because our economy is poised to benefit more than any other economy from the coming innovation 
wave.

Financial Innovation

Battery Innovation Blockchain Productivity

Clean Energy Communication Innovation

ECommerce Energy Efficiency

Energy Independence

Genomic Healthcare Innovation Transportation Transformation



Tom Vautin 
CPA, CFA, CFP 
Sr. Financial Planner, 
Portfolio Manager

Every year I look forward to July 4th.  You can’t beat 
spending quality time with friends and family and it’s 
(usually) a great day for outdoor activities. However, 
every July 5th it hits me that the year is more than 
halfway over and how the first six months have flown 
by. 

In the income tax world, the first half of the year 
is mostly devoted to filing tax returns and Tax Day 
usually gets circled on the calendar. I would argue the 
task of ongoing tax planning throughout the year as being more valuable and important than Tax Day.

With 2021 being at the halfway point, now is a good time to start thinking about your income taxes.  
How will your marginal tax rate in 2021 compare to future years – lower, similar, or higher?  If your 
income will be lower in 2021 and higher in future years, it might be beneficial to accelerate some income 
at a lower tax rate and defer deductions when possible.  Moreover, if your income will be higher in 2021 
than it will be in future years, it might make sense to defer income and accelerate deductions.

The potential for changes in tax law could make tax planning in 2021 more complex than in years past. 
In the coming months we may see new laws pass that would become effective in 2022, which would 
create planning opportunities before the end of 2021. As negotiations in Washington get started, the 
specifics are unknown, however, it is something we will monitor closely as the year progresses.

Tyler Swaim, 
ChFC 
Wealth Advisor

PLANNING

REQUIRED
MINIMUM

DISTRIBUTION

✓ Reminder

2021 Tax Planning

Required Minimum Distribution Reminder
The IRS mandates that owners of retirement accounts (other than Roth IRAs) 
must take minimum distributions by April 1st of the year after turning 72 if born 
on or after 7/1/1949. If an owner is born prior to 7/1/1949, they must take their 
distribution by April 1st of the year after they turn 70 ½. After completing the 
first-year distribution, the owner must take a distribution every year by December 
31st to complete the annual requirement. The April 1st deadline only applies to the 
first year. The penalty for not taking the required minimum distribution is 50% of 
the amount of the shortfall.

The RMD calculation must include all your IRA accounts (except Roth IRAs). You can take the 
minimum distributions 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 maximum contribution of 
$100,000. Once satisfied, this amount will be 
excluded from taxable income. 

Any questions regarding these rules, please 
consult with your advisor.



Sonia Ernst
Manager of 

Trading & 
Operations

Phishing scams are at an all-time high and it is important to examine each email that you receive 
to make sure it is legitimate.  Recently, Check Point Software Technologies, LTD shared an article 
on how phishing is more prevalent than from even just one year ago.  Their article states that in the 
thirty days leading up to Amazon Prime Day (June 21, 2021) 2,300 new domains were registered 
about Amazon. Out of the new registered domains, 46% were malicious and contained the word 
“Amazon”, which is up from 28% in 2020.  These domains were no doubt looking to cash in on 
shoppers looking for a sale on Amazon Prime Day. 

Here at Cabot, we are always working to keep you safe, and we continually work to keep your 
information secure.

Source:
“Cybercriminals Go after Amazon Prime Day Shoppers.” Check Point Software, 
17 June 2021, blog.checkpoint.com/2021/06/16/cybercriminals-go-after-amazon-prime-day-shoppers/. 

Were you expecting this email?
Do you recognize who the email is from?  If so, does the content or language seem 
out of character for the sender? 
If you hover over the senders’ address, do you recognize the domain? Can you 
confirm that no letters of the domain have been altered? Example: www.Goggle.
com vs. www.Google.com – do you see the difference? Two gs in the first one 
(fraudulent) vs. two os in the second (correct).
Look for misspellings in the body of the email.
Does the email indicate a sense of urgency?  
If you were not expecting the email, but it appears to be from someone you know, 
call them to verify.
Choose to access a link directly from a company’s website instead of clicking on 
the link in the email received.  Example – you receive a notice that your credit card 
statement is available to pay.  You should navigate to the company website to pay 
your bill, instead of clicking on the link.

SO, WHAT IS PHISHING?

Phishing is the practice of sending an email to an individual with the intent to get that individual 
to reveal personal information, such as, passwords, credit card numbers or banking credentials.  
Moreover, these emails will often look like they are coming from a trustworthy source.  Here 
are some tips to help distinguish the fraudulent emails from the real ones:

EXPECT THE UNEXPECTED

Phishing emails are much more prevalent and difficult to detect than in the past.  If anything 
seems unusual about the email, do not click on any links, open any attachments, or reply.  

Phishing and Email Security
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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.

Around Cabot

Blog

SAVE-THE-DATE: An Evening 
Event with the Cabot Team

Save the date for our 32nd Annual Conference: 
"An Evening Event with the Cabot Team"

The event will be held in person at the Hawthorne Hotel 
in Salem, Massachusetts, one of the North Shore’s most 
historic hotels. Presentations will focus on current economic 
events and relevant wealth management topics. 

We will also be live streaming this year for those who are 
unable to attend in person. More information to come!

For more information or to RSVP:
Call 800-888-6468 or email us at:

info@ecabot.com

Thursday, October 7, 2021 | 6PM-9PM

Mark your calendar 
today for 

Thursday, October 7th!

Rob, Tyler and Alex enjoyed getting out now that restrictions have been lifted and they spent a day at Fenway watching the 
Boston Red Sox play against the Toronto Blue Jays. What have you been able to enjoy doing? Let us know!

Follow us 
on Twitter@cabotwealthmgmt

Subscribe to our 
YouTube Channel
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