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Dear Friends,

2023 is the 40th Anniversary of the founding of Cabot Wealth 
Management. As we enter 2023, I reflect back on the past forty years 
since I founded Cabot Wealth Management, Inc. in the fall of 1983.  It is 
remarkable how much our world has changed: technology, economics, 
and the social fabric of our country have changed dramatically.

My first computer, purchased in 1983 from Sears Roebuck, was an IBM 
PC (8088 processor) that was really a glorified adding machine.  The 
software was awfully clunky, the disc space was nearly always full, and 
it took forever for the computer to do most tasks. Today, our firm has 
just completed entering all our software and data into “the cloud” so 
none of our computers’ software or data are on site.  They are physically protected and secure 
and always available from anywhere in the world. There was no useful Internet in 1983. Today 
the Internet is virtually everywhere and connects us all in ways never dreamed of before. 

In 1983 our global economy was just beginning a technological transformation that would make 
information readily available at the simple stroke of a few keys. Easy access to information 
and data relevant to so many industries has significantly improved how we do so many simple 
processes.  It has allowed creative entrepreneurs access to new markets, to new ideas, and 
allowed for collaboration never thought of before.  This innovation is the reason I am extremely 
optimistic about the future of the US economy and civilization in general.  This communication 
of information readily available has allowed true data and accurate information to be available 
to all very easily. Our world is full of smart people who, when given an opportunity, will 
develop new ways of doing things that may lower costs, improve processes, and enhance the 
fabric of living. Fortunately, our country is a leader in many aspects of this technology, thus we 
will benefit much more than most. There are virtually no industries in our country that have not 
been impacted significantly by our digital technology revolution. The good news is we are just 
getting started.  Artificial Intelligence and other innovative technologies to manage data and 
decision-making are just now taking hold.  Buckle up! We expect many more advances, and we 
seek to invest in the leaders of these new and exciting technologies.

The financial services industry has undergone its own massive transformation by technology.  
In 1986, we began our custody relationship with Charles Schwab.  At that time, I believe our 
average commission per trade was well north of $69 per trade, which was a discount to the $100 
or more charged by EF Hutton or Merrill Lynch.  Due to the efficiency of operations and the 
implementation of computers and automation, the cost of trading declined every few years to 
the cost today, which is very close to zero and in many cases is zero.  This has allowed millions 
of small investors access to stock investing that was before available only to the wealthy. 

Finally, our social fabric continues to improve in many ways.  Education, the great equalizer, 
is now available to those who are willing to work hard; many low cost programs will educate 
and transform lives in a very short period of time. Our support networks that help those in 
need continue to expand both with government programs and private sector financed programs. 
Corporate America recognizes that people like to do business with companies that help society 
face our challenges and develop solutions for many of society’s challenges like poverty, 
homelessness, mental illness, and climate change to name just a few. The constant among all 
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The economy was strong, for companies and consumers. Corporate profits reached an all-time high 
and companies kept hiring, creating over 200,000 new jobs a month. As a result, the unemployment 
rate remained low, ending the year at 3.5%. At the end of the year, there were two job openings for 
every job seeker! This environment helped consumers, who were already flush with savings from 
reduced spending during the lockdown as well as extra cash from government stimulus programs.

But all was not quite right. Inflation was high, averaging around 8% for the year. That negated the 
wage gains that workers were getting in the job market. Simply put: if the price of things you buy rises 
more than the wages you’re paid, you can buy less stuff. To combat this inflation, the Federal Reserve 
raised interest rates aggressively, from roughly zero to over 4%. By year-end, inflation seemed to 
have peaked but was still running too high. The Fed indicated that more hikes were coming until the 
economy cooled enough to bring inflation back down toward its 2% “sweet spot.”

All those interest rate hikes did not immediately impact the economy. They require time to take effect. 
But they did have serious implications for markets, which react much faster. First, high inflation and 
high-interest rates make future dollars worth less. Most of the value of a company’s stock, especially 

2022 Market Review and 2023 Outlook

Craig Goryl, 
CFA®

Chief Investment 
Officer and Senior 
Portfolio Manager

INDEX
4th 
QTR

Return

1 YEAR
Return

3Y ANN 
Return

5Y ANN 
Return DESCRIPTION (What does this Index represent?)

US EQUITIES

Dow Jones Industrial Average 16.0% -6.9% 7.3% 8.4% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index 7.5% -18.1% 7.6% 9.4% US Large Cap Stocks (Largest 500)

Russell 1000 Index 7.2% -19.1% 7.3% 9.1% US Large Cap Stocks (Largest 1000)

Russell 2000 Index 6.2% -20.5% 3.1% 4.1% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index 9.8% -18.4% 4.0% 5.2% Combination of major global markets: United States, Foreign Developed, 
and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) 17.3% -14.5% 0.9% 1.5% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets 9.7% -20.1% -2.7% -1.4% Large and mid-sized companies in developing economies like China, India, 
Brazil, Russia, South Africa, etc.

MSCI Frontier Markets -0.8% -26.3% -3.6% -2.5% 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 1.7% -9.5% -1.9% 0.3% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds 1.9% -13.0% -2.7% 0.0% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 4.2% -11.2% 0.0% 2.3% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. 9.8% -0.3% 6.3% 7.0% Gold bullion

NYSE Arca Gold Miners Index 21.6% -8.1% 1.3% 6.2% Companies that mine precious metals

Crude Oil, Dollars/Barrel 1.0% 6.7% 9.5% 5.8% The price of a barrel of oil

Bloomberg Commodity Index 1.2% 13.8% 11.7% 5.1% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index 4.2% -25.0% 0.3% 4.5% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure Index 10.4% 31.0% 8.0% 3.4% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE
(4th Quarter = 9/30/22 to 12/31/22; 1 Year Return = 12/31/21 to 12/31/22)

What happened to equities in 2022?

(Continued next page)
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a fast-growing company, comes from the profits the company will produce well into the future. So 
as inflation and high-interest rates reduce the value of those future profits, stock prices fall. Second, 
higher rates made it costly for companies carrying a lot of debt, hurting their potential earnings. 
Third, they raised the risk of recession since the purpose of rate hikes is to slow down the economy. 

What is the outlook for 2023?

Robert T. Lutts
President and Founder

(Continued from page 1)

Cabot Office Changes 1983-2023
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these changes is a simple one: we are building a better world for all to live, grow, and care for our families.  
Yes, we still have challenges to be met; however we are moving forward at a steady pace.

The mission of Cabot Wealth Management, since it was founded, has also been a simple one: clients come 
first, and we do whatever it takes to protect and grow your family’s wealth. We do it a bit differently today 
than in 1983. However, the result is the same: you worry a bit less knowing you have some smart capable 
people helping you navigate the road to your financial future.  Throughout all of 2023, we expect to celebrate 
our journey to our 40th year.  

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

Rob Lutts
Founder and 

President

(Continued from page 2)

You probably know the rest! As you can see from the accompanying table of returns (Asset Class Update, 
page 2), the price of stocks fell around the world in 2022.

As we start 2023, corporate profits, the job market, and consumer confidence remain robust. These 
are the building blocks of a strong economy. However, the specter of recession still looms. As I 
mentioned above, the full impact of higher interest rates has yet to be felt. And more hikes are 
coming, according to members of the Federal Reserve.

So, the economy will cool down, but we don’t know by how much. No one knows how much, 
and I’d be foolish to put my guess in print! It is important to remember that no two economic 
slowdowns are shaped the same. Think of the economy as a dimmer switch, not an on/off toggle. 
The three 2023 scenarios most discussed are a soft landing, a run-of-the-mill recession, or a severe 
recession. Rather than predict what we’ll see, we like to prepare for anything by building resilient, 
well-diversified equity portfolios.

Fortunately, market declines from 2022 have left stocks better priced. Valuations have corrected, especially 
in high-growth areas. They already anticipate a modest slowdown. Whereas we started 2022 with prices 
leaving little room for error, today’s valuation levels are more modest. That is the bright side of a somewhat 
mixed picture and means 2023 is likely to be better than 2022 for equities.



My article from the January 2022 newsletter was titled “Bad Start for Bonds.” Unfortunately, 
that was just the beginning. It was a bad middle and end too. At year-end, the Bloomberg US 
Aggregate Bond Index (“The Agg”) returned a dismal -13%, the worst year since its inception 

in 1976. For context, the second-worst year on record was -2.92% in 1994.

The “reset” in interest rates to a higher level, which could have taken years to play out, was jammed 
into an astonishingly short time frame. Regardless of the path rates took to get here, the consequence for 
bond investors is that returns going forward may be easier to come by. The lower bond prices and higher 
rates leave an opportunity to capture yield at a lower risk point. In a world of growing uncertainty, that 
should be a welcome change for savers and retirees.  

For decades, easy monetary policies made borrowing a much better deal than lending. Now, with 
inflation at unacceptably high levels, central banks are forced to reverse course, leaving those with cash 
to lend in a position of power. Fixed-income investors face many of the same risks they did a year ago. 
The difference moving forward is that investors are compensated more fairly for taking on those risks. 
For instance, real yields (the yield after subtracting expected inflation) on treasuries are near the highest 
level since 2009. The opposite was true just two years ago.

In 2023, the real economy may face more challenges than the markets. Persistently high inflation, tight 
labor markets, and a looming recession are top of mind for CEO's who have long been able to refinance 
debt at lower rates and longer maturities. Higher borrowing costs could be an expensive reality for 
companies accustomed to fueling growth with borrowed money. As a result, credit investors must be 
rigorous in their analysis of company balance sheets and attribute additional value to the most prudent 
company management.    

Market commentators have often speculated that a new investment regime may be on the horizon. They 
have repeatedly been wrong as interest rates moved lower. A “regime” is a hard-to-define characterization 

of the way things are. In spirit, a regime shifts when the long-held 
beliefs of cause and effect in a market structurally change. I am 
inclined to agree that this may finally be true. Over the past 40 years, 
a bond investor could have stubbornly and repeatedly bought long 
bonds and been quite successful. Mathematical models would tell 
you to do the same. Some logic can reconcile this long-term trend 
as well. Incredible advancements in technology have enhanced 
productivity, and globalization has lowered the cost of goods and 

services. Additionally, a wealthy and aging population has increased the demand for interest-bearing 
investments. Most importantly, this regime has been pushed along by accommodative monetary policies 
that are, at least for now, no longer an option.

A confluence of inflation, record debt levels, and Fed tightening place bond markets in unfamiliar 
territory. We should respect the possibility that rates and inflation may land at levels higher than in 
previous cycles. Although inflation has been the year’s villain, if faced with moderately high inflation 
or a severe recession, policymakers may choose to fall somewhere in between for some time.

For these reasons, we have no long-dated government securities in our portfolios at Cabot and much 
prefer the attractive treasury yields at the front end of the curve. As economic uncertainty persists, we feel 
well compensated for holding safe investment-grade bonds, municipals, and mortgage securities in the 
face of a potential recession. Likewise, our interest in high-yield bonds in the near term remains low. As 
markets change, so will our positioning as we always seek to maintain a conservative, risk-appropriate 
fixed-income allocation.

Fixed-Income Review and Outlook

Pat Creahan, 
CFA®, CAIA®

Portfolio Manager
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"Macro Awareness" and Growth Investing

Taylor 
Haselgard

Assistant 
Portfolio Manager

Growth investing in 2022 was challenging as rising rates reset valuations across markets, making the future 
earnings power of many companies less certain. As we move into the new year, rising rates and their impact on 
the economy/valuations will continue to be the biggest driver for all asset returns. 
Being growth investors, periods like this tend to be the most challenging, but over the long term, they can be 
financially rewarding as returns are generally a function of the risk you take. The question in this market is ‘what 
kinds of risks will go rewarded?’ 
Below we break down how we view the two different risks today when thinking about new positions. I would 
stress that this is not a change in our investment process but an additional attribute that might differentiate two 
companies that we may already like.

As growth investors, we remain steadfast in the belief that companies will continue innovating and driving 
longer-term shareholder value. Being "macro-aware" will help us navigate some of these challenging risks in 
the near term while we wait for better days ahead.

Valuations 

In addition to our focus on resilient business models with strong moats, we may favor 
companies whose demand for their product/service is non-discretionary. Given the 
increased cost of debt with today’s economic uncertainty, we also prefer companies 
that have a high repeat business versus consumer-oriented purchases reliant on 
financing for aggressive growth accounts. A good representation of this in action 
are some of our newer names in ROL (Rollins Inc.), PODD (Insulet Corp.), HALO 
(Halozyme Therapeutics, Inc.), ASML (ASML Holding NV), and to a lesser extent 
MSFT (Microsoft Corp.), and our recent sale of GNRC (Generac Holdings Inc.).

 

For many different growth companies this risk is all too real with valuations being 
dependent on a continued track record of excellence and interest rate levels. Even 
though commodity-related inflation is subsiding, we are still seeing continued 
strength in the labor market, making interest rates (and therefore growth company 
valuations) less certain. Due to this risk, we are choosing to be more selective 
for higher-growth names and are considering companies that may be trading at a 
discount due to other headwinds that we feel are temporary. Some recent examples 
would include new purchases in our aggressive growth accounts of SIVB (SVB 
Financial Group), and BABA (Alibaba Group Holding Ltd – ADR).

Economic uncErtainty 
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The SECURE Act 2.0
Changes to Required Minimum Distributions

Wi-Fi 
Turn off your Wi-Fi when you are not 
using it and don’t allow your device to 
connect to unfamiliar networks.  Don’t 
send sensitive information over Wi-Fi.

Bluetooth
Turn your Bluetooth connection off 
when you don’t need it.  Disable 
automatic pairing through Bluetooth.

Apps
Only download trusted apps through 
your device’s store. Be wary about 
the sharing privileges you give to the 
apps you have downloaded.  Limit 
sharing of information, if possible.  
Keep apps up-to-date with the latest 
updates, which will often fix security 
vulnerabilities.

Browser
Never save your login information when 
using a web browser.  Watch out for 
popups, ads, and giveaways as they may 
lead to phishing sites (false websites used 
to trick you).

Smishing
Be wary of any text messages trying 
to get you to click on links or reveal 
personal information.  Always stop and 
think before you click.

As 2023 has arrived, new and improved adjustments have 
been made to required minimum distributions (RMDs). 
In the final days of 2022, Congress passed a new set of 
retirement rules designed to make it easier to contribute 
to retirement plans and to access the funds earmarked 
for retirement. The new law, titled, “The SECURE 2.0” 
is a follow-up to the Setting Every Community Up for 
Retirement Enhancement (SECURE) Act, passed in 
2019. The sweeping legislation has dozens of significant 
provisions. Within these provisions lie the changes to 
distribution rules. 
By far one of the most critical changes was increasing the 
age at which owners of retirement accounts must begin taking required minimum distributions. The change 
implemented would move the new RMD age from 72 to 73 years of age in 2023. And starting in 2033 RMDs 
would begin at age 75. Additionally, starting in 2023, in the event the individual misses their RMD for the year, 
the penalty tax drops from 50% to 25% of the portion of the RMD deemed incomplete. If the individual fixes 
the mistake promptly, the penalty may drop to 10%. 
On top of these required minimum distribution changes, the Secure 2.0 law provides a variety of adjustments 
to other retirement plans, college savings strategies, and qualified charitable donations. Should you have any 
questions about how this new law impacts your financial picture, please contact your Cabot Wealth advisor to 
discuss this further. 

The 
SECURE

Act 2.0

Vishing
Be wary of phone calls trying to get you 
to reveal personal information.  

Tyler Swaim, 
ChFC 

Senior Wealth 
Advisor

Sonia Ernst
Manager of 
Trading & 

Operations

Mobile Device Security Tips
Security is often overlooked on mobile devices, but it isn’t just for desktop and laptop computers.  It is 
important to be aware of how to keep your identity safe while on your mobile device as well. Here are a few 
reminders to keep you safe and secure:

Mobile 
Security
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Are my estate plans up to date and in order? 
After a volatile few years, it is incredibly important to ensure that items such as a will, health 
care proxy, durable power of attorney, and potential trusts accurately reflect your wishes. Having 
proper beneficiary designations on your financial accounts is another important method to 
ensure a sound estate plan. Partnering with an estate planning attorney can be a valuable step in 
understanding the often-complex legal questions to consider. 
Is my financial plan on track? 
Reviewing and understanding your financial goals for the short, medium, and long term can be 
a great way to establish a tangible plan that you can take active steps to improve and achieve. 
Whether you are in retirement, planning for retirement, or have other financial goals in mind, 
partnering with your Wealth Advisor can give you peace of mind in achieving your plans. The 
goals intended for your assets importantly lead to the final question for today: “Do I have the right 
asset allocation and investments in my portfolio?” 
Does my current asset allocation match my goals and financial plan? 
A volatile year for stocks and bonds often has investors thinking about the level of risk they might 
be taking in their portfolios. More importantly, however, the level of risk in your portfolio should 
be based on your financial goals, not short-term moves in the financial markets. It is important 
to understand the role that stocks, bonds, and cash all play in a well-developed financial plan. 
Although it might feel important to change your mix of stocks and bonds due to market volatility, 
we must remember that many investors have longer-term time horizons. Staying invested through 
difficult times can be challenging, but history shows (as seen in the chart below) that it can be a 
valuable way to grow your wealth. 

Financial Planning New Year Resolutions
After a volatile and challenging 2022, a new year brings not only potential opportunities in the financial 
market but importantly, a chance to review some key financial-planning housekeeping items. Here are 
several questions to consider: 

Work with your Wealth Advisor to ensure that your asset allocation matches your goals. 

Alex Castrichini 
Wealth Advisor

Contact your Cabot 
Wealth Advisor today with questions or to 

refer our Wealth Management services.
800-888-6468 |  info@ecabot.com
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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.

Copyright 2021-2022 Cabot Wealth Management, Inc.
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Around Cabot
Cabot Wealth Management Celebrates 40 Years of Service

Here at Cabot Wealth Management we are proud to celebrate 40 years of serving clients, from 1983 
to 2023. Rob Lutts, president and founder, started Cabot back in 1983 to fulfill the demands of the 
Cabot Market Letter subscribers (run by his late father Carlton Lutts, and brother Timothy Lutts). 
People were asking for investment management services and Rob wanted to help them navigate 
the financial markets, knowing that having a trusted financial advisor could guide investors in 
achieving their goals. 
Cabot has seen steady growth for the past 40 years with clients from across the United States 
including some churches and institutions. With this wide client base, Cabot expanded its services 
in 1999 and changed from an investment management firm to the wealth management company 
that we are today. The company currently has 6 owners, Rob Lutts, Jim Gasparello, Greg Stevens, 

Sonia Ernst, Craig Goryl, and Tom Vautin. We would not be where we are today without your trust and continued confidence 
in the Cabot Team. 

Thank you for giving us the opportunity to serve you and help manage 
your family's wealth. 

Check out the YouTube video on our website (www.eCabot.com) that 
shows the history of Cabot from 1983 to 2023 along with some fun 
facts about what was happening back in 1983 and some things that we 
have today that did not even exist then. 
(YouTube:@CabotWealthManagementSalem)

Tyler Swaim promoted to Senior Wealth Advisor
Congratulations to Tyler Swaim who has been promoted to Senior Wealth Advisor. 

Jim Gasparello, Director of Wealth Management said of Tyler: “It is a pleasure to promote Tyler 
Swaim to Senior Wealth Advisor. He is a resolute, selfless person who is always eager to lend a 
hand. Tyler has a tremendous work ethic and brings an infectious energy to our team."

Since first joining Cabot Wealth Management in 2018, Tyler became a Chartered Financial 
Consultant and with his hard work and dedication has become a key part of our success as a 
Wealth Management firm. Tyler is responsible for providing financial planning and relationship 
management for Cabot clients. Tyler is a graduate of Saint Joseph’s University in Philadelphia, 
with a Bachelor of Arts in History and Communications, and holds a Certificate in Financial 
Planning from Boston University. 

As a supporter of philanthropic organizations, he is an active member of the Boys and Girls 
Club of Boston Friends Council. His interests include carpentry, boating, and offshore fishing. Tyler and his wife, Megan, live in 
Hamilton, MA with their daughter and golden retriever. 

Congratulations Tyler! We are confident that you will continue to be an important asset to our company and to our clients.
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