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Dear Friends,                                                                                                            October 2021

As the economy returns to somewhat more "normal" conditions we 
believe some parts of our economy have been changed permanently.  
Don’t be alarmed, in time you may actually like these changes and 
they may be good for us.  New health protocols, new safety procedures 
and things once believed to be necessities may now be thought of as a 
luxury. Here are a few thoughts about the coming years:
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Robert T. Lutts
President and Founder, 
Chief Investment Officer
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Prepare yourself for the new reality of some lost services.
Hotels may do away with daily room cleaning since most 
customers do not care and have adapted to the new model, 
thus reducing costs.  However, you may find that you can 
have these services if you are willing to pay for them.  In 
addition, other services you have come to expect may also become luxuries.

Consumers are still flush with cash. Bank deposits in commercial banks within 
the U.S. have skyrocketed from about $13 trillion before the pandemic to over 
$18 trillion as of September 30, 2021.  Many worry our economy is beginning 
to slow. We believe consumers and businesses are about to start using the excess 
$5 trillion and create a major spending boom once statistics show that Covid-19 
is winding down. Yes, the pandemic will be leaving us and we believe the U.S. 
and the global economy will continue to expand at a brisk pace.

Many segments of our economy are experiencing rapid growth as businesses adapt 
to new expanded smart software offerings, more efficient energy management, 
and the multitude of new network companies that are available.  The impact 
of all of these new tools is simple: lower costs, more efficient businesses, and 
fantastic wealth-building opportunities for new, smart leading companies. 

We expect the next large hurdle for markets will be the unwinding of the large monetary stimulus 
program by central banks globally (global central banks have a balance sheet of $27 trillion).  
We fully expect that by the end of the year interest rates will start to reflect a move toward a 
less-accommodative central bank.  It would be quite normal to expect a corrective phase once 
the extra-low-rate phase starts to end.  It is our belief that interest rates will not increase a great 
deal in the near term and may remain in a lower range much longer than many expect.

Thanks for your continued confidence. We are very appreciative of the opportunity to watch 
over and help you manage your family’s wealth.

http://www.twitter.com/cabotwealthmgmt
http://eCabot.com
http://www.facebook.com/cabotwealthmanagement
https://www.ecabot.com/blog
http://www.linkedin.com/company/cabotwealthmanagement


Four Foundations of Safety in Stock Selection

Craig Goryl, 
CFA®

Senior Portfolio 
Manager

At Cabot’s second virtual conference, I presented some of the ways that Cabot assesses risk when 
researching individual stocks to include in client accounts.

The Moat: The biggest risk to a company’s profits is competition. We love companies who 
have successfully boxed out their competitors which protects their profits, and in turn protects our 
investment (Examples: longtime holdings in Apple and Visa).

The Management: We have to trust that our investment is in good hands. We look for a CEO 
with a record of smartly re-deploying profits, communicating clearly, and who is accountable to 
shareholders. Longtime CEOs at Berkshire Hathaway and Bank OZK, plus the 2014 change at 
Sony are some examples.

The Balance Sheet: It's important for a company to have sufficient cash and low debt to 
handle unexpected storms. In the past JPMorgan, MercadoLibre, and Disney have used their 
financial strength to build value while peers struggled to find cash.

The Price: No shopper likes to buy an item only to see it go on sale a week later. The same 
can happen with stocks. By purchasing above-average businesses at below-averages prices, we 
reduce the risk of seeing them at a lower price later. Some of these bargains we own today are 
Verizon, Omnicom, FedEx, and Kraft Heinze.

An important part of the stock selection process is a team discussion incorporating a diversity of views and 
“what-ifs.” The idea is not to eliminate risk from equities, but rather to balance the excitement of what can 
go right with the possibility of what could go wrong.

Cybersecurity
Security Tips for the Holidays
As we approach the holiday season it only makes sense to talk 
about best practices and how to stay secure.  The holiday season 
opens up vulnerabilities not seen during other times of the year 
that allows scammers to take advantage of those who let their 
guard down.  Black Friday, Cyber Monday, unbeatable sale 
prices, and people rushing around are just some examples.  Before 
you head into the holiday season, be aware of the following tips 
to keep you cyber safe.  Your security safety diligence will keep 
your holidays merry and bright!

Swipe safely.  Choose credit over a debit card, as many credit card companies have fraudulent charge protection should 
your card be lost or stolen.
Be safe and aware of your surroundings.

• Take precautions so your wallet can’t be slipped from your purse or pocket.
• If withdrawing funds from an ATM, do so at a location inside a bank.  Always be on the lookout and inspect 

machines for card skimmers before inserting your card.
Stores will begin to send emails to target shoppers and lure them to their store.

• Go directly to the store’s website in your internet browser (instead of clicking on the link) to avoid fake imposter 
email links.

• Avoid phishing emails that request information from you in return for their sale price.  If it’s too good to be true, 
it probably is.

• Verify URLs before entering any of your personal data for online transactions.

You have a physical recycling bin full of boxes from all those online orders. 
• Be safe, remove and shred the labels that have your name and address on them.  
• Do you know who sees those boxes once your recycling is picked up?

Sonia Ernst
Manager of 
Trading & 
Operations



A Changing World
Energy Management and Grid Efficiency

u

Rob Lutts
President, CIO

During the last week of September, I travelled to Milwaukee, WI to visit the corporate headquarters of 
Generac Corporation (www.generac.com). Generac is the leading company in stand-alone power 
generators. They have a $4 billion business in back-up power generators, both residential and commercial. 
Generac is a holding in Cabot’s aggressive growth portfolio, and we wanted to meet management, 
understand how the electric grid is changing, and what opportunities management envisions for the future. I 
learned that future dynamic business opportunities revolve around Grid 2.0, a newer, greener, more efficient 
smart grid. While this trend may still be in the early stages, the opportunities are massive. 

There are five major forces in play today creating opportunities in the energy management business:

Climate change impacts create more severe weather leading to more outages
States and Federal Government are now incentivizing clean energy (solar and wind)
Grid instability resulting from multi sources of power generation
Move toward use of batteries in electric vehicle transportation
Move toward residential and commercial batteries used to create back-up power source

The new business opportunities for Generac are as follows:

Deliver grid reliability with solar systems using batteries designed and managed with smart 
software that help utilities balance the changing needs of electric users.

Generac has top efficient storage assets (battery systems) for both residential and commercial 
industries. These assets have value as a grid stabilizer and Generac is a leader in the software and 
systems that optimize the grid and minimize costs for consumers (these assets have significant 
cash flow value).

Consumers desire grid independence and they now have assets to economically achieve this. We 
should not underestimate Americans’ desire to be independent from grid interruptions and adopt 
green technologies.

A major opportunity for energy management comes by selling a software system to utility 
operators to optimize batteries and generators on their grid.

Generac has an outstanding opportunity to be a leader in energy efficiency and grid management for both 
residential and commercial customers.  Aaron Jagdfeld, CEO of Generac has assembled an outstanding 
team of senior managers and we believe the company is well positioned to continue to be a leading growth 
company.  We have very high expectations for this company. 

v
w
x
y

http://www.generac.com


Pat Creahan, 
CFA®, CAIA®

Portfolio Manager

Fixed-Income Toolbox
he U.S. Capital Markets play a critical role in the funding of global economic activity. While equity 
investments tend to dominate investor attention, fixed-income markets are used by both private and 
public entities to fuel long-term growth and manage finances. Moreover, the extensive use of debt

FIXED-INCOME 
TOOL BOX

to fund everything from private business projects to federal and local government operations creates an 
enormous universe of fixed-income investments for an investor to consider.

There are multiple fixed-income markets in the U.S., each with specific characteristics and conventions. 
Each market functions to match those who have cash today with those who need cash today. At the end 

of 2020, the total outstanding debt was over $50 trillion, with the federal government comprising the largest 
borrower (41%), followed by mortgage-backed securities (22%), corporates (21%), and munis (7.7%). 
These borrowers are on the supply side of the fixed-income market.

The demand side (those with cash today) is even more fragmented because not all fixed-income investors 
have the same goals or mandates. For example, a household nearing retirement may search for securities 

that provide a predictable investment return as they prepare to stop working. An insurance company may 
look for a bond to offset its long-term liabilities from originating policies. Banks, endowments, sovereign 
wealth funds, and central banks are all significant investors in fixed-income markets, each with its unique 
demand for securities with different yields, liquidity, duration, and risk. This heterogeneous buying base 
creates opportunity.

The success of active fixed-income management hinges on the understanding that dislocations in the bond 
markets are persistent and logical. For instance, the largest purchaser of bonds in the world in 2020 was 

the U.S. Federal Reserve. The Fed was a non-economical buyer of bonds with the intention to keep interest 
rates low and liquidity high. This odd dynamic, and others like it, should contribute to a holistic view of the 
markets that is consistent with reality.

The fixed-income toolbox consists of the available investments we must choose from once we develop 
a view of the markets and the risks within. All the possible securities, each with unique characteristics, 

can be used to construct a portfolio that is prepared to deal with the dangers of the market and benefit from 
the proper positioning.

So, what tools have we favored over the past six months? Our portfolios are positioned with caution 
against rising interest rates, so we underweight our allocation to treasuries, mortgage-backed securities, 

and bonds with extended maturities. We have slowed our municipal bond purchases as the yields are too low 
relative to corporates even after accounting for the tax break. In turn, we keep overweight in corporate credit 
where the yields are relatively attractive against other areas of the market. Credit, investment grade and high 
yield, has been supported by a backdrop of government support, easy financing, and a reopening economy. 
Within corporates, we are picky about the bonds we select and strongly prefer well-capitalized companies 
with durable business models and proven management.

As circumstances change, so too will our preference 
for the tools we use to position ourselves. Certain 

fixed-income securities are best equipped to handle 
each situation, whether the oncoming risk is inflation, 
deflation, recession, geopolitical, or other. While we 
position ourselves to the best of our abilities, we remain 
humble to the uncertainty of the markets and enact a 
risk-appropriate and continually-diversified portfolio of 
bonds that should serve to preserve wealth even in the 
most uncertain of times.
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Estate Planning in an Uncertain Tax Environment

Greg Stevens, 
CFP, CRPS

Sr. Wealth Advisor

Creating a sound estate plan is a critical component of a well-crafted financial strategy. Using trusts as a 
tool to manage assets after your death and limit the impact of estate taxes is something all high-net-worth 
families should consider. The uncertain tax landscape makes the use of trusts even more critical than ever.

Currently, every individual has an estate/gift tax exemption of $11.7 million. This exemption applies to 
lifetime gifts and assets left in your estate when you pass away. In theory, you could give away $11.7 
million during your lifetime and not have to pay a gift tax. You would, however, have used up all your 
exemption and whatever assets left in your estate when you die would be taxed at a rate of 40% (on top of 
a possible state estate tax depending on where you live). 

The proposed tax plan currently being debated in Washington would cut the lifetime exemption in half. 
This will have a huge impact for those with large estates. If you have a large estate that will be impacted 
by a cut in the estate tax exemption, here are a few considerations:

Create a gifting plan: Determine how much of your investable assets you are comfortable 
passing on to your children and/or grandchildren. Everyone can gift up to $15,000 per 
year to as many individuals as they like without impacting their lifetime exemption.

Consider placing assets into a charitable trust: There are some excellent strategies 
that allow you to move assets out of your estate while you’re living in order to benefit 
charities of your choice. In some cases, you can still benefit from those assets with the 
residual amount passing to charities at your death. 

Transfer ownership of your home to an irrevocable trust:  A qualified personal-residence 
trust gives you the option to move your highly appreciated real estate out of your name 
and into a trust thereby eliminating all future appreciation from your estate. Since you can 
still live there, the actual amount of the transfer is discounted, thereby lowering the actual 
amount deducted from your lifetime exemption. There are significant tax advantages, but 
it is important to talk with an attorney about the pros and cons of a strategy like this. 

There is a myriad of estate-planning opportunities that should be discussed with your Cabot advisor 
and your attorney. During uncertain times, all investors should be proactive to ensure that their plan is 
adaptable to whatever situations arise. 



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

Proposed Federal Tax Law Changes
On September 13th, the House Ways and Means Committee unveiled a tax proposal that is the first step 
toward enacting new federal tax laws under the Biden administration.  Below is a summary of the proposed 
changes, but this is just the starting point. The final product is likely to end up being somewhat different as it 
will need to go through both the House of Representatives and the Senate. Negotiations will be taking place 
the next couple of months. 

Most of the changes are likely to be effective on January 1st, 2022.  We are approaching the end of the year 
fast and my hope is that we will have some clarity on the new rules as soon as possible so that there is enough 
time to plan for them.  Unfortunately, in similar past scenarios with tax legislation, Congress has tended to 
wait until the last minute to give their final stamp of approval.

The theme of the proposed tax changes is for wealthy individuals and corporations to pay higher taxes.  
“Wealthy” is being defined as taxpayers with income over $400,000 (single filers) and $450,000 (joint 
filers).  Significant changes for taxpayers below those income levels are very unlikely to happen. The bullet 
points below focus on tax law changes for individuals:  

The effective date of the new tax rules would be January 1st, 2022, with some exceptions.  For example, 
the new 25% capital gain rate would be effective September 13th, 2021 (the date the proposal came out), 
and the Roth IRA conversion income limit would strangely not be effective until January 1st, 2032 (but the 
“back-door” Roth IRA conversion would be dead at the end of 2021).

Changing tax laws can open the door for new planning opportunities, both in the current year and in future 
years.  Stay tuned for updates.

The existing 37% tax bracket would become 39.6%, which was the top bracket before the tax 
changes that took place in 2018.  A portion of the 35% bracket (above $400,000/$450,000 
of income) would also increase to 39.6%.

The long-term capital gain rate would increase to 25% for taxpayers with income above 
$400,000/$450,000 (Note: the true tax rate would be 28.8% because of the 3.8% net 
investment income tax that is expected to remain in place for taxpayers with incomes 
above $200,000/$250,000).

There would be an additional 3% surtax on taxpayers with incomes above $5,000,000.

Roth IRA conversions would not be allowed for taxpayers with incomes above 
$400,000/$450,000.

After-tax amounts in traditional IRAs would no longer be eligible for conversion to Roth 
IRAs.  This is also known as the “back-door” Roth IRA conversion.

Unfavorable “required minimum distribution” rules would be in effect for taxpayers with 
incomes above $400,000/$450,000 and IRA balances over $10,000,000.

The Federal estate-tax exemption would be cut in half.  It is currently $11.7 million in 
2021, and therefore would be closer to $6,000,000 in 2022 (after an inflation adjustment).



Market Timing and Asset Allocation Reminders
Pumpkin flavored coffee, football, cooler weather, and the changing color of leaves are all enjoyable 
elements of the fall season. When it comes to the financial markets however, the fall can bring some bumps 
and volatility to our investment portfolios. September is historically one of the worst months for stocks 
and this year we have seen elevated market swings in the past quarter. The additional challenges of the 
Covid-19 virus, inflationary pressures, and the gridlock in Washington can add to investor concerns. 

Despite some of these more unpleasant aspects of the season, we believe it’s important for investors to 
remember the long-term goals and objectives of their investment portfolios. The age-old advice of not 
trying to time the market and taking risk that is appropriate for your goals is crucial. Time and time again 
we have seen markets move incredibly fast, and even the most sophisticated investors are unable to predict 
or time these moves. In most recent memory, the Covid-19 outbreak in 2020 caused a decline of 34% in the 
S&P 500 (February 19th to March 23rd) followed by a rally of 92% from the bottom (March 23rd to June 30th). 
Understanding the long-term growth potential of equities in your portfolio is key, especially in an environment 
of rising prices. Bonds on the other hand, provide income, and historically have helped offset risks of stock 
portfolios. Work with your Cabot Wealth advisor to determine the right balance of stocks to bonds for your 
family’s situation. Ongoing communication regarding this investment mix is crucial – especially as things 
change in the seasons of life. 

Contact your Cabot 
Wealth Advisor today with questions or to 

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

Alex Castrichini 
Wealth Advisor

mailto:info%40ecabot.com?subject=
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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 
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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
Taylor Haselgard joins the Cabot Team

Welcome Ella Swaim!

We are pleased to welcome Taylor Haselgard as 
an Assistant Portfolio Manager here at Cabot. 
Prior to joining the team Taylor spent three 
years as a Portfolio Manager for Cribstone 
Capital Management where he helped manage 
their investment strategies across asset classes. 
In addition, Taylor has worked in several 
different roles within the financial services 
industry including, multiple positions at a 
multi-billion-dollar single-family office. 

Taylor received his MBA from F.W. Olin Graduate School of Business at 
Babson College and holds a B.B.A. in Finance and a B.A. in Economics 
from the University of Massachusetts Lowell. Taylor has completed the first 
two levels of the CFA program. Welcome aboard Taylor!

On September 15th Tyler 
and Megan welcomed 
Ella into their family. 
Ella has already brought 
a world of love to her 
parents. We look forward 
to watching this strong 
little girl grow over the 
coming years. 

2021 Fall Conference Recap
An Evening Event with Rob Lutts and the Cabot Team

AGENDA:  
Welcome Remarks:

Jim Gasparello, 
Principal, Director of Wealth Management

Introduction:  
Tyler Swaim, ChFC®, Wealth Advisor, Moderator

Cybersecurity:
Cybersecurity Education and Tips

Speaker:  Sonia Ernst, 
Principal, Manager of Trading and Operations

Wealth Management
   Tax Planning with a Changing Tax Code

   Speaker:  Tom Vautin, CPA®, CFA®, CFP®

Senior Financial Planner, Portfolio Manager
Top Three Financial Planning Mistakes

Speaker:  Alex Castrichini, Wealth Advisor
Investment Management

Magic of Productivity / New Paradigm
   Speaker:  Rob Lutts, President, Chief Investment Officer

Four Foundations of Safety in Stock Selection
   Speaker:  Craig Goryl, CFA®, Senior Portfolio Manager

Fixed Income Toolbox
   Speaker:  Pat Creahan, CFA®, CAIA®, Portfolio Manager

Closing Remarks
  Interest Rates, Bull Markets, Modern Monetary Theory, 

and the Emperor's "New" Clothes
   Speaker:  Rob Lutts, President, Chief Investment Officer

Please contact us if you would like a copy of 
the recorded video of our 2021 Fall Online 
Conference held on Thursday, October 7th 
or visit our YouTube channel to view it.

Email:  Info@eCabot.com

Thank you 
to those of you who attended 
our 32nd Annual Conference 

held online.

http://www.eCabot.com
mailto:info%40ecabot.com?subject=
mailto:info@ecabot.com
https://www.youtube.com/c/CabotWealthManagementSalem

