
2020 and 2021 will go down in the history books as two unique years 
due to the global economic shutdown as a result of the healthcare 
pandemic. Savings boomed while luxury and discretionary spending 
all but stopped for two to three quarters.  This of course has now set 
us up for a remarkable economic boom in 2021 and many expect 
to see the fastest growth in GDP in decades. Last quarter we wrote 
about corporations and institutions having to learn new tools and 
techniques to become more efficient and productive. Today we 
continue to see that the pandemic has been a productivity enhancer 
for our entire economy.

Conditions for risk investing and economic growth of our economy have never been better 
and will only encourage investors to take more risk. Here are five reasons I see an economic 
boom coming:

Monetary conditions are positive.  Yes, interest rates may move up from the ultra‑low 
levels, but central banks have recently stated that they are committed to keeping 
monetary conditions positive.

Consumers are flush with savings and cash and are ready to spend. Widespread 
vaccinations will unleash a mountain of spending, triggering a rapid recovery of our 
economy.  I expect air travel will soon be full again and the discretionary spending on 
clothes and restaurants will go through the roof as people get out their credit cards and 
make good use of their savings.

Investors have become more comfortable with risk. There are a few signs like 
Bitcoin investing and SPAC (Special Purpose Acquisition Companies) investing which 
are early indications investors are becoming more comfortable taking on risk.

Productivity increases profitability.  Productivity enhancements in our economy are 
massive. Once consumers start spending again, we can expect a boom in corporate 
profits. We believe most analysts are far too cautious in their earnings projections and 
think a profit boom is just a few quarters away.

Government support.  The most recent $1.9 trillion package will soon be felt in our 
economy. In hindsight, I believe it is possible economists will conclude that government 
support was too high.

For the reasons above we are confident that any volatility in the markets in the coming 
quarters will be limited to modest corrections and markets in general should be well 
supported.

Thanks for your continued confidence. We are honored to watch over and help you manage 
your family’s wealth.

Robert T. Lutts
President, Chief Investment Officer
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Why I Am Not Interested in Bitcoin

Craig Goryl, CFA
Portfolio Manager

Bitcoin’s “value” is impossible to analyze. What is Bitcoin worth? Bitcoin does not represent a stream of cash flows like 
bonds or stocks, it does not represent a usable material like copper, oil or lumber, and its history as a safe haven falls several 
thousand years short of gold’s. It has no intrinsic value other than what the “next guy” will pay for it. I have read many 
analyses of Bitcoin and what it is worth and almost all are garbage. The few that are not, rely entirely on technical analysis 
which is based on human and market psychology. It is a lottery ticket, you might win, you might lose, but you cannot be 
certain. If you find that fun to play, then wager accordingly.  As for me, recommending such a thing is well outside the 
bounds of my fiduciary duty. Warren Buffet likes to say, “there are no called strikes in investing”. I am happy to pass on 
Bitcoin in favor of things I can value. You can miss a lot of great investments and still do ok, but a big bet on something this 
risky can do lasting damage. 

The number of Bitcoins is limited; the number of cryptocurrencies is not. When considering the enormous capital, 
competition, and innovation in the cryptocurrency space, it is quite possible that Bitcoin as a first mover will not be the 
one that prevails (AOL or Yahoo anyone?). What happens if there is a better coin? How likely is this? Of the hundreds of 
cryptocurrencies available today, how many are likely to survive? How many cryptos do we want? How many do we need? 
Consider the following Bitcoin limitations:

Bitcoin is not very useful for commerce, it is volatile and slow.  What happens if someone pays you in bitcoin one 
night and then it falls over 10% by morning before you were able to convert it? Such moves have happened five times 
in the past year, including one time when Bitcoin fell 27% in a day. Secondly, the settlement process which involves 
updating the massive digital ledger is cumbersome which by all accounts makes it a poor choice in a digital wallet. This 
is easy to overlook because Bitcoin is primarily a tool of investment speculation rather than receiving payments today.

Bitcoin is extremely resource intensive. It takes a massive amount of electricity to maintain the cumbersome Bitcoin 
ledger and mine new coins. Eventually green‑conscious young people will need to reconcile bitcoin with environmental 
sustainability; currently they are in conflict. What happens to Bitcoin if there is a more efficient alternative? Could we 
find a better use for the collective computing power dedicated to Bitcoin’s ledger today? 

Bitcoin is unregulated; the combination of black-market usage and relaxed oversight will not last. One of those 
must give and the result and its impact on Bitcoin’s price are totally unpredictable. Maybe it goes mainstream and 
black‑market usage just becomes acceptable like cash, or maybe governments decide after one or two high profile 
Bitcoin ransoms and some tax evasion schemes that this wild west demands intervention. What will that look like and 
what will it do to Bitcoin’s appeal?

Ownership is murky and concentrated. That makes Bitcoin not just a 
question of what the next buyer will pay, but also what a few big owners will 
do. Trust (in computer code over governments and central banks) is a big part 
of the Bitcoin story and it is easy to imagine that eroding if the mysteries of 
Bitcoin’s origins or ownership unravel.

In Summary, another way to look at it: Speculative activity is high in a 
world inflated by money printing (besides cryptocurrencies see also: the 
astounding performance of money‑losing stocks, the SPAC boom, the Reddit/
Retail/Robinhood short squeezes). While these rallies could last a long time 
and produce huge gains, all come with enormous risks that our clients probably 
do not need to take.

Several clients have asked us about investing in bitcoin. Why not? Fortunes are being made. CNBC is 
covering every price swing of Bitcoin and other cryptocurrencies. Here a few reasons why I consider 
bitcoin to be a gamble, not an investment. 

Volatility cuts both ways. Our brains are wired with well‑documented behavioral traps like recency 
bias and availability heuristic which put too‑heavy emphasis on recent or easily‑recalled information 
and not enough on the full picture. Bitcoin can go down too, and in a hurry. Consider this: Bitcoin’s 
daily price swings are 2‑3 times as volatile as Nasdaq and emerging market stocks. Bitcoin fell 80% 
in 2018 (12 months) and 60% in 2019 (6 months). Consider before purchasing: what will you do if it 
is down 30%, then 60%, then 90%? It is all very much in the realm of possibility, but not as easy to 
imagine as it being up 100% or 300%.
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INDEX QTR
Return

1 YEAR
Return

3Y ANN 
Return

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

US EQUITIES

Dow Jones Industrial Average 8.3% 53.8% 13.63% 16.0% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index 6.2% 56.3% 16.8% 16.3% US Large Cap Stocks (Largest 500)

Russell 1000 Index 5.9% 60.6% 17.3% 16.7% US Large Cap Stocks (Largest 1000)

Russell 2000 Index 12.7% 94.8% 14.7% 16.3% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index 4.6% 54.6% 12.1% 13.2% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) 3.5% 44.6% 6.0% 8.8% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets 2.3% 58.4% 6.5% 12.1% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets 0.8% 39.3% -1.4% 6.6% 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 -1.6% 1.4% 4.2% 2.7% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds -3.4% 0.7% 4.7% 3.1% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 0.8% 23.7% 6.8% 8.1% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. -10.0% 8.3% 8.8% 6.7% Gold bullion

NYSE Arca Gold Miners Index -9.9% 39.7% 15.4% 11.5% Companies that mine precious metals

Crude Oil, Dollars/Barrel 21.9% 188.9% -3.1% 9.1% The price of a barrel of oil

Bloomberg Commodity Index 6.9% 34.9% -1.6% 1.1% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index 8.3% 34.4% 10.9% 7.3% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure 
Index 21.8% 98.6% -4.1% -2.2% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE

ESG Corner - The "E" in ESG

Environmental

Governance

Social

As a regular feature, we will be highlighting aspects of ESG investing, an approach that takes into account risks 
relating to Environmental, Social, and Governance factors. It is important to note that ESG is not about personal or 
political values, but rather about considering company risks that have historically been overlooked, and that empirical 
evidence says either improves portfolio returns or (more commonly) reduces risk.

This quarter we discuss the “E” in ESG: Environmental issues. This topic has gotten a lot of investor 
attention lately. The urgency of climate change has hit us in headline‑grabbing ways: Hurricane Season Ran 
Out of Names, Texas Had a Deadly Freeze, and Forest Fires Have Increased in Intensity and Regularity. 
Much of the new presidential administration’s infrastructure bill is aimed at slowing climate change or 
preparing for its effects. Furthermore, in January, Larry Fink, CEO and co‑founder of Blackrock, the 
world’s largest asset manager, wrote a letter to CEOs imploring them to move forcefully on climate issues. 
Fink predicts that as markets start to price in climate risks, a “fundamental reallocation of capital” will 
occur. The pandemic is, “a stark reminder of our fragility” and has only accelerated this shift of dollars. In 
other words, no forward‑thinking CEO or investor can afford to bury their head in the sand. Markets are 
recognizing that where climate risks are concerned, the “long‑term” is already here. How does this affect 
our investments? Certainly, it dims the long‑term outlook for fossil fuel companies; that is an existential 
risk we have been considering for years. However, environmental risk goes beyond that: What about the 
big users of fossil fuels? What about the big users of other sensitive resources like fresh water? What 
about the opportunities for companies whose products help fight climate change? Assessing a company’s 
management team is integral to analyzing its stock, and it is no coincidence that many of the best CEOs 
are building economically sustainable businesses while using environmentally sustainable practices. Good 
stewardship of natural resources correlates strongly with good stewardship of shareholder capital and it all 
boils down to CEOs that are building businesses that will far outlast their tenure.



Changing Interest Rates
and the "Real" Value of Money

When it comes to financial 
markets, interest rates 

have become the scapegoat or 
champion for all things difficult 
to explain. Rates have reconciled 
a booming stock market with 
a pandemic economy and 
encouraged a rapid increase in 
debt financing. However, interest 
rates themselves are often as 
misunderstood and unpredictable 
as the world we live in, and their 
incredible power has been on full 
display over the past 12 months. 

Low rates can serve as medicine 
for an ailing economy. Last March, 
the Fed reduced the fed funds rate 
to 0‑.25% in response to Covid, 
which helped as a stimulant when 
the economy needed it most. 
Low rates flow through to all 
assets and decisions that require 
debt financing. Lower mortgage 
payments make housing more 
affordable and inexpensive debt 
lowers the decision threshold for 
pursuing new business ventures. In 
addition, the increase in spending 
leads to heightened economic 
activity and incomes for those 
involved.

Rates influence valuations. To 
value a government bond, we 
discount our inflation expectations 
and the demand for money. 
For a corporate bond, we add a 
credit spread to compensate for 
the additional risk of potential 
default. For stocks, we then add a 
risk premium for the subordinate 
claim on company assets and the 
uncertainty of future cash flows. As 
the investment risk increases with 
regards to business risk, liquidity, 
geography, predictability, and so 
forth, a higher discount rate should 
be applied to compensate for more 
risk. In any case, since we start 
with interest rates, lowering them 
results in higher valuations for all 

the mentioned assets.

The crux of any investment, 
especially interest‑bearing ones, 
is to defer spending today for 
more purchasing power in the 
future, perhaps to fund retirement 
spending. A bond investor 
contracts to lend money today 
for a predetermined set of cash 
flows in the future. If I expect the 
value of my future cash promises 
to deteriorate, I should demand 
a rate of return that compensates 
for this inflation. However, that's 
not all. Money itself has its own 
supply and demand, which sets 
the economic cost of borrowing 
after adjusting for inflation. For 
example, the nominal 10‑year 
treasury rate, as of 3/29/21, 
was 1.7%, while inflation 
expectations over the next ten 
years are 2.37%. To find the "real" 
(inflation‑adjusted) yield, we 
subtract expected inflation from 
the nominal yield to arrive at a 
negative "real" yield of ‑0.67%.

This peculiar concept of a negative 
"real" yield means that Treasury 
bond investors expect to lose 
purchasing power over the life of 
their investment if they assume 
inflation pans out as expected. 
If actual inflation is higher than 
expected, purchasing power loss 
could be more significant. The 
savers of this country are not in 
an envious position. 

In theory, the "real" rate is a 
fulcrum that balances those who 
require money today against those 
who wish to defer spending. With 
an aging population, the demand 
for delaying purchases has been 
growing. Demographics, in 
part, have likely contributed to a 
four‑decade‑long trend of interest 
rates falling toward 0%.

Finally, to muddy any logic 

required to determine the fair 
value of rates, central banks 
worldwide have become the 
largest purchasers of bonds. The 
U.S. is running enormous annual 
deficits financed with debt. 
Fortunately, they have the Federal 
Reserve Bank that can create 
money through the purchase of 
bonds (including newly issued 
treasuries) and simultaneously 
push down the cost of borrowing 
at any given maturity. In effect, the 
enormous demand for government 
spending in the near term is offset 
by a flood of liquidity, left to chase 
fewer available bonds or seek 
returns in riskier assets. These 
actions are likely responsible 
for the odd mismatch between 
negative real yields and very 
optimistic real GDP expectations. 
Suppose further iterations of this 
process begin to push longer‑term 
interest rates higher due to higher 
inflation expectations. In that case, 
the government may be forced 
to entertain their deflationary 
financing options, namely, less 
spending and higher taxes. 

For these reasons, we are cautious 
about the risks of long‑duration 
fixed‑income investments and 
favor the total return potential of 
properly vetted corporate bonds 
over treasuries. It is imperative 
to fight the urge to grasp for yield 
without underwriting the risks and 
avoid losing sight of long‑term 
investment goals.

Pat Creahan, 
CFA®, CAIA®

Portfolio Manager

               IN 
EFFECT, 
THE 
ENORMOUS 
DEMAND 
FOR 
GOVERNMENT 
SPENDING 
IN THE 
NEAR TERM 
IS OFFSET 
BY A FLOOD 
OF LIQUIDITY, 
LEFT TO CHASE 
FEWER 
AVAILABLE 
BONDS OR 
SEEK RETURNS 
IN RISKIER 
ASSETS. 



Winning Investment Themes

Rob Lutts
President, CIO

The above themes are just a few that we utilize in the management of our equity growth investments 
within our investment programs.  The future is very uncertain; however, we are confident it will be a 
bright one.    

ENERGY EFFICIENCY

The days of the old electric‑grid power plants fueled by coal or gas are numbered. We expect 
a massive shift in energy generation due to solar power, wind, and other alternatives. It is our 
belief that a massive opportunity to modernize energy generation and energy management is 
at hand.  Generac (GNRC) is a leader in the new energy management space, and we expect 
them to develop new product lines and services for both commercial and residential customers. 
Furthermore, Nextera Energy, Inc. (NEE) (formally, Florida Power and Light) is a leader in the 
transformation of our electric grid.  Currently, they are teaching the rest of the world how a utility 
will transform and adapt to a clean and efficient energy platform.

It is no secret that electric vehicles will soon become the top selling car globally. Moreover, nearly 
all traditional car companies including Ford, VW, GM, and many others have announced that 
within ten years they will stop the development of combustion‑engine automobiles and will switch 
to electric. Why?  It is simply a better car with higher efficiency, lower cost, and a better driving 
experience.  Tesla (TSLA) has done an exceptional job in transforming the electric automobile 
space. Lastly, Magna International (MGA) is well positioned to enable a fast transformation to 
an electric and digital automobile experience with autonomous computer abilities. 

Every corporation has the goal of finding and utilizing tools to enhance customer experience 
and help the company operate more efficiently.  ServiceNow (NOW), Paycom (PAYC), Adobe 
(ADBE), Rockwell (ROK), Checkpoint Software (CHKP) and Salesforce.com (CRM) are just 
a few examples of this.  In the medical field Teledoc (TDOC) is enabling superior service at a 
lower cost for the medical world.

Computers that are simply smarter than you and I, are a reality today. One of the primary 
beneficiaries of these abilities are the data gatherers in our economy; Google (GOOGL), Alibaba 
(BABA), and Mercadolibra (MELI) are just a few of the companies at the heart of utilizing data 
to make better decisions and save time. 

TRANSPORTATION TRANSFORMATION

CORPORATE EFFICIENCY

ARTIFICIAL INTELLIGENCE AND ECOMMERCE

A Highly Resilient, Adaptable, Creative and Innovative Economy  

-Jeff Bezos
Founder and CEO of Amazon 
(The reining king of doing new and interesting things.)

If you absolutely can’t tolerate critics, 
then don’t do anything new or interesting.

Quote



Volatile global investment markets tend to keep us all focused on the ups and downs of our 
portfolios. Our job at Cabot is to help clients put together an investment plan tailored to their 
short- and long-term goals, so they do not have to worry about the daily movements of their 
investments. Once that investment plan is in place and working, the next logical discussion centers 
around estate planning and the ownership structure of each client’s financial holdings, both while 
they are living and after their death. Estate planning is a critical piece of everyone’s overall financial 
puzzle. If you have not already started thinking about your estate plan, here are some things to get 
you started:

It is important to understand how your assets will pass to your heirs. If you have accumulated 
wealth over your lifetime or have a complicated family situation, talk with your attorney or advisor 
about using a Trust as part of your estate plan. Lastly, make sure you are having these discussions 
with aging parents. It is not always easy for parents to discuss financial matters with their kids. 
Asking your advisor to guide the conversation and collect all pertinent information might make 
sense. 

Estate Planning Checklist

Greg Stevens, 
CFP, CRPS

Sr. Wealth Advisor

         ESTATE PLANNING CHECKLIST
Check the ownership of all your assets. Are they titled as individual, joint, in trust?  
Understanding the pros and cons of asset titling is an important aspect of estate 
planning.

Check your beneficiary designations on IRAs, retirement accounts, insurance 
policies and/or annuities.

There are important tax and estate planning considerations when naming a 
beneficiary. Any investments with a beneficiary designation will pass to that 
individual (or entity) when you die.

Review your will (and Trust) to be certain you’re comfortable with who you have 
designated as your personal representative or trustee. 

• Are they still appropriate? 
• Can the beneficiaries handle their inheritance all at once or should the money 
   be held in Trust for their benefit?
• Can your personal representative handle the burden of settling your estate?

Revisit the designee listed in your durable power of attorney and health care proxy.
• Does this person live close enough to help out if need be?
• Is there someone better equipped to handle these responsibilities?

Make sure your personal representative and designees know their role and 
responsibilities.

• Make sure they understand why you chose them for these roles.
• Review your documents with them so they are clear oabout your wishes.

•



Sonia Ernst
Manager of 

Trading & 
Operations

Multi-Factor Authentication
You may have heard of the term Multi‑Factor Authentication, also known as two‑step authentication.  
Multi‑Factor Authentication adds an increased layer of protection to your passwords by incorporating 
a second level of password protection.  Enabling Multi‑Factor Authentication provides an added layer 
of security to protect your login credentials, in the form of a code that you use in connection with your 
password to access your accounts.  In many cases you will receive this code by text or via a mobile app. 
This code is often only valid anywhere from 30 seconds to 10 minutes. We strongly encourage you to 
setup Multi‑Factor Authentication anywhere you can as well as making sure you use unique passwords 
for your accounts, particularly at your financial institutions.

For those of you that access your brokerage accounts on Schwab Alliance, you can set up two‑step 
verification as well as manage your security credentials for your login online.  To access these features, 
login to your Schwab Alliance account, choose “Service” and then “Security Center”.  Here you can 
change your login, password, security question and answer, define settings on your two‑step verification, 
setup security alerts, and set a web session timeout.

MULTI-FACTOR AUTHENTICATION

Employee Spotlight
Alex Castrichini, Wealth Advisor
Interview by Tyler Swaim

L to R: Alex's father Pete, brothers Trevor and 
Peter, and Alex fishing on Cape Cod.

We are pleased to welcome Wealth Advisor Alex Castrichini to the Cabot team. 

Born and raised in Concord, MA, Alex grew up in a large family and enjoyed participating in local 
sports. A favorite family pastime was spending summer weekends on Cape Cod, fishing for striped 
bass and bluefish. 

Alex is an alum of Providence College where he majored 
in political science and minored in finance. While 
originally planning on pursuing a career in law, Alex 
sparked his entrepreneurial passion for helping others 
while establishing a local landscaping business during 

college. After several years of hard work, success, and satisfied customers, he 
decided to change directions and enter the world of business and finance. 

Alex has nearly ten years of experience in finance, working for leading financial 
institutions such as, Fidelity Investments and BlackRock. He is excited to be a 
part of the Cabot team and to help his clients achieve their financial goals. 

Alex and his wife Emily live in Belmont, MA and enjoy traveling, dining out, 
and spending time with friends and family. 

Welcome aboard Alex!



2021 Educational Series

If you are interested in joining us for these 
online webinars, you can register on our 

Events Page on our website at: 
www.eCabot.com/events

✓

✓

You can also listen to our previous 
webinars on our YouTube channel. 
(Cabot Wealth Management)

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

Laura Coté Joins the Cabot Team
We are pleased to welcome Laura as 
Client Service Specialist at Cabot. 
Laura is responsible for assisting 
the financial advisors with client 
paperwork, quarterly income reports, 
tax payments, required minimum 
distributions and more. 

Prior to joining Cabot, Laura worked 
in Business Development at Abry 
Partners, a private equity firm in 
Boston. Laura holds a Bachelor of 
Arts in history from Boston University. In her downtime she 
enjoys being outdoors and can be found running, skiing, hiking 
or biking with her husband and four‑legged companion.

Welcome aboard Laura!

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

IN THE COMMUNITY
Cabot Wealth Management recently led two 
financial literacy workshops with LEAP for 
Education’s College Success Program. LEAP 
for Education, located in Salem, MA, is the 
first North Shore organization of its kind to empower first‑generation‑to‑college students and 
underserved youth to help them graduate from college and go on to succeed in education and 
life, regardless of ethnicity or gender. They deliver a portfolio of innovative, academic, life 
skills, career, and college success programs for middle school, high school, and college students. 
Through these programs, LEAP is creating a lasting impact in our youth, their families, and the 
communities they serve. 
Cabot joined their Business Partner Network which is composed of local companies who are 
committed to helping LEAP students find their passion in life and develop a pathway to success. We led workshops on financial 
literacy for high school juniors and seniors to help them learn about financial basics including, how to budget, how to read 
credit scores, and how to invest their money wisely. We also included information on college loans and the college financial aid 
process. After the workshops, Cabot donated thirty copies of Show Me the Money: Big Questions About Finance by, Alvin Hall 
to the students to help them continue their financial literacy education. Cabot looks forward to continuing the relationship we 
have with LEAP and supporting the youth of the North Shore.
Source: https://www.leap4ed.org/  

Click Here to learn more about LEAP
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