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Dear Friends,

The one constant of financial markets is change. Economic, 
political, technological, regulatory, environmental, and 
psychological changes are key basic laws of markets.  There 
are forces in our system that are moving these factors in a 
positive and negative manner each and every day. The only 
constant fact is the realization that things are changing.  
Determining how positive or negative these changes really 
are to markets is a real challenge. We often misunderstand 
the impact of these changes once they are realized.  Thus, it 
becomes critical that we have a set of Core Values which help guide us through 
these uncertain periods.   Here are Cabot’s Core Values in managing the assets 
of our clients:

 We believe in the innovation and growth and progress of the capitalistic 
system in the USA. Our markets work better than any others in the world 
and we have some of the most innovative entrepreneurs in the world in 
our economy.

 To best serve our clients we believe in using low-cost investment vehicles 
and tax-efficient investment strategies.  This allows maximum impact for 
your investment results. We continue to work to reduce costs and improve 
the effectiveness of our investment strategies.

 We do not sell investment products to our clients. We work to find the best 
ways to manage your assets to achieve your family goals with optimum 
efficiency. To accomplish this, we favor long-term investment strategies.

 We believe in the key tenant of wealth management, namely diversification 
among investment sectors and among asset classes like stocks, bonds, 
real estate and alternatives like gold. Spreading your assets across 
multiple asset classes allows reduced volatility and can enhance returns 
in a volatile environment. 

Amid all the rises and falls of markets on a daily basis, we believe the core 
values above will allow us to chart a favorable course for your investments. 
The future is always uncertain; however, we believe both 2019 and 2020 will be 
periods of progress for our economy.
   
Thank you for the continued confidence to watch over your family’s finances.

Robert T. Lutts
President and Founder, 
Chief Investment Officer
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ESG
Environmental, Social, and Governance

Craig Goryl, 
CFA®

Portfolio Manager

I spoke at our recent Evening Event with the Cabot Team about how we integrate ESG risk analysis 
in our process of choosing individual stocks and would like to summarize that for you here.

ESG or, Environmental, Social, and Governance, incorporates into the stock selection process a 
look at risks that have traditionally been overlooked by investors. ESG as practiced at Cabot is NOT 
about moral or religious values, or “feel good” companies. It is about investment performance, 
specifically enhancing performance by avoiding risks.

Academic and industry research suggests it does enhance performance. However, there are 
some shortcomings: standardized practices, data availability, and cost are all difficulties faced by 
practitioners today. ESG is NOT an investment process by itself. It is part of a process of examining 
companies. That process needs to include considerations of price, growth, competition, and other 
traditional investment characteristics.

What is ESG? 

Does ESG work? 

Statement on the Purpose of a Corporation

"We commit to:
v Delivering value to our customers...
v Investing in our employees...
v Dealing fairly and ethically with our suppliers...
v Supporting the communities in which we work...
v Generating long-term value for shareholders..."

Money has poured into ESG-mandated funds in recent years

Money has poured into ESG-mandated funds in recent years, even though “ESG” is not well 
defined or standardized.

This has impacted markets, and in turn has impacted CEO behavior. The recent statement on 
“The Purpose of a Corporation” by The Business Roundtable is a case in point.



At our recent Evening Event with the Cabot Team I discussed the volatility around interest rates 
and a few of the critical economic indicators that could be driving yields back down to the lowest 
levels seen earlier this cycle.  Here is a summary of my presentation:    

As the above chart shows, what had been a somewhat steep and parallel rising yield curve back 
in September of 2018 began to suddenly flatten out.  As the yield curve flattens, investors become 
concerned the market is signally a slowdown in the strength of the economy.

Due to the current trade war between U.S. and China, global manufacturing and trade have 
slowed down in the past year.  Whether or not the global slowdown will spread enough to slow 
down the U.S. jobs market and put a damper on U.S. consumer spending will be the big question 
on investors’ minds as we wrap up 2019 and head into a critical election year.

On the positive side, the U.S. jobs market seems to still be in good shape.  The most recent 
data released by the Bureau of Labor Statistics showed 136,000 jobs were created in September, 
while at the same time revising the past two months up by 45,000 jobs, putting the current 
unemployment rate at just 3.5%.  If the U.S. job market continues to stay strong, the U.S. 
consumer should feel good enough to keep spending, offsetting any weakness coming from the 
manufacturing sector and global trade.

Visit our "Education Center" on our website at : 

www.ecabot.com/resource-center 

for a comprehensive library full of material to educate and inform

Nick Burwell
Portfolio Manager

Interest Rate Volatility

Chart Source:  Bloomberg



The Digital Era is Upon Us Now

Rob Lutts
President, CIO

Computers and super-smart software are now preparing to take over many jobs handled by 
humans.  Does this mean human workers are out of luck?  NO, not by a long shot.  It is estimated 
by the World Economic Forum (WEF) that 133 million new jobs or roles will be created by 2022 
due to artificial intelligence applications– jobs that as of now do not exist.  Further, automation 
and robotics will eliminate 75 million jobs as well.  So, on balance 58 million net new jobs should be 
created globally by this innovation.  What does this mean to companies?  Adapt or die.  Those that 
invest in new technologies will reap the rewards of lower costs.  Those that do not may lose market 
share and may end up being a casualty of innovation. 

The pace of digital innovation will accelerate 
in the coming months as computers now are 
entering the era of Deep Learning.  Deep 
Learning is the process of computers taking 
data and learning how to make decisions 
and improve outcomes. It is an artificial 
intelligence function that imitates the 
workings of the human brain in processing 
data and creating patterns for use in decision 
making. Deep Learning (also known as deep 
neural learning or deep neural network) 
is a subset of machine learning in artificial 
intelligence (AI) that has networks capable 
of learning autonomously from data that 
is unstructured or unlabeled. It has been 
estimated by Ark Investment Management 
that in the 20-year period from 2018-2038 
markets could add wealth of more than $30 
trillion due to the application of this new 

technology.  To put this in perspective, the Internet and computers added about $10 trillion over 
the period form 1998 – 2018. This would, in effect, be three times more than the wealth created by 
the introduction of the Internet and computers. Can we be certain of this forecast?  Of course not, 
these are just rough estimates.  However, in the last 35 years I have seen the creation of whole new 
sectors of our economy through these new computer and Internet capabilities.  I fully expect this 
pace of innovation will accelerate in the coming 20 years. 

As investors we will be open to 
investing in new sectors of our 
economy.  Here are just a few 
that we enthuse about:  Robotics, 
Energy Storage,  Art i f ic ial 
Intelligence, Genome Sequencing 
and Blockchain Technology.  Just 
as these new sectors create new 
opportunities for growth there are 
large segments of our economy that 
will be challenged by these new 
technologies and will in fact destroy 
value. It will be equally important 
to avoid these value-destroying 
sectors. A good example is the 
decline of Blockbuster Video Rental 
Chain and the rise of Netflix, all 
made possible by the power of the 
distributed network of the Internet.  The swift elimination of a whole business and the creation of 
a whole new business in just a few years, this is what innovation on steroids (Deep Learning) will 
do to many sectors of our economy. 

Image via www.vpnsrus.com

Image by Pete Linforth from Pixabay



Rob Lutts
President, CIO

What Do Low Interest Rates Mean
For Equity Investors?
Here is what low- and negative- interest rates look like:
A 10-year US treasury: Price $99.50, pays $1.60 per year and $100 on 8/15/29.
A 10-year German treasury: Price €105.86, pays €0 per year and €100 on 8/15/29!

This low-interest-rate environment is the result of multiple factors. Among them are central 
bank intervention, demographics, and persistently low inflation. 

What does this mean for investors?

First, it makes bonds less attractive for those seeking material investment profits. There is 
simply little yield available from safe bonds.

Second, it makes other asset classes look more attractive by comparison...but only to a point. 
Savers could put their money into stocks, real estate, gold, art… the list goes on, but none 
are perfect substitutes for bonds. Those other investments are either more volatile (which is 
to say they come with a greater risk of loss) and/or less liquid (meaning you can’t sell 
them as quickly or easily) compared to bonds. The earnings yield on stocks and the yield 
on bonds tracked each other for decades. But that relationship decoupled in the post-crisis 
low-interest-rate world, suggesting the “substitutability” of stocks for bonds has reached a 
limit. 

Third, borrowing costs are very low around the world. That may be of little interest to savers 
who don’t need to borrow, but it does help companies and citizens; their borrowing spurs 
economic growth which helps all investors.

What is the market telling us?

The power of central bank tools is waning. “Central bank tools” refers to the way the 
Federal Reserve influences economic growth. For ten years, the Fed has been stimulating 
the economy by setting short-term borrowing rates low and by buying bonds to also lower 
long-term borrowing rates. Low rates work in two ways: encouraging economic activity (the 
“easy money effect”); and boosting the prices of bonds, stocks, real estate, gold, etc. (The 
“wealth effect.”) As rates approach zero, the boost to other asset prices is less strong than it 
was.

The market may be anticipating deflation. Historically, one dollar 
buys more stuff today than it will buy in a decade. That is inflation; 
the price of goods goes up over time, which is to say the buying power 
of a dollar goes down over time. Occasionally throughout history, we 
experience the opposite effect, called deflation. Let’s say $10 will buy 
a lunch today, but you expect the same $10 to buy two lunches in a 
decade. The purchasing power of your money will be doubling, even 
if you keep it in your pocket. That is a world in which investors will 
not demand much interest. It may sound fine, but deflation comes 
with many ugly side effects and would be a grave concern for our 
economy.

Future real returns (after inflation) might be low from all asset classes. In a free market, 
asset prices should settle at levels that are appropriate to each other based on their risk/
return characteristics. If indeed equities, real estate, and other assets key off bonds for their 
valuation, and they have done so appropriately, then future returns from these asset classes 
will also be low. It is possible that we have “pulled forward” future returns over the past 
decade, and the next decade will require a catch-up period in which returns from stocks and 
bonds will disappoint. 

Conclusion 
Investors are in a situation with little precedent: central banks around the world have intervened 
in free markets more than ever. Historically, the side effect of an over-active central bank is that 
it encourages misallocation of capital. That means investors end up taking too much risk in order 
to achieve a target return. The best solution for this is to stay properly allocated and properly 
diversified, to avoid “stretching for returns” into too-risky territory. This is what we do for you 
at Cabot, we properly allocate and properly diversify your portfolios.
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Photo Source: “InvestmentZen" | www.investmentzen.com

Nick Burwell
Portfolio Manager

Craig Goryl, 
CFA®

Portfolio Manager



Required Minimum Distributions
The IRS mandates that owners of retirement accounts (other than Roth IRAs) must take minimum 
distributions upon turning 70 1/2 and each year thereafter. The penalty for not taking the required 
minimum distribution by the end of the current year, or by April 1, of the following year if you 
turned 70 1/2 in the current year, is 50% of the amount of the shortfall. 

The RMD calculation must include all of your IRA accounts (except Roth IRAs). You can take the 
minimum distribution for each of your IRA accounts from any combination of your IRA accounts 
(other than Roth IRAs).  However, the minimum distribution requirement for your profit-sharing 
plan account must be calculated and counted 
separately from your IRA distribution 
requirements.

Also, to assist with RMD income, a charitably 
inclined investor may make a qualified 
charitable distribution (QCD). This transfer 
from one’s IRA to a qualified charity can be 
counted towards satisfying the RMD for the 
year with a maximum contribution of $100,000. 
Once satisfied, this amount will be excluded 
from taxable income.

REQUIRED
MINIMUM

DISTRIBUTION

Natalie Rubel
Client Services 
Specialist

Anne Boris
Client Services 
Specialist

Tyler Swaim
Wealth Advisor

Are Your Beneficiary Designations Up to Date?

Client Service Reminders

Greg Stevens, 
CFP, CRPS

Sr. Wealth Advisor

An often-overlooked aspect of a sound financial plan is understanding the importance of proper 
beneficiary designations. Retirement plans, IRAs and life insurance policies allow the owner to 
specify to whom those assets pass when the owner dies. Here are a few things to consider:

Beneficiary designations override anything listed in your will. The assets pass to the individuals 
(or entities) listed, so be sure if you update your will, you review your beneficiary designations 
at the same time.

Update your beneficiary after a major life change (i.e. divorce, remarriage, death in the family). 
Forgetting to remove an ex-spouse or estranged family member would be a critical mistake.

Communicate with family members and let them know if you list them as a beneficiary so they 
can be prepared to receive the proceeds of your retirement plan, IRA or life insurance policy. 
You might want to consider creating a trust and listing it as a beneficiary to hold these assets 
on behalf of a family member if you have concerns about their ability to adequately manage 
their inheritance.

Proper planning may allow the recipient to “stretch” the distributions of the IRA over a longer 
time period, thereby extending the life of the asset. Choosing the wrong “type” of beneficiary 
may require an immediate, and full (taxable) liquidation.

Be sure to coordinate your beneficiary designations with your overall estate plan to make sure you 
fully understand where your assets go at your death. Feel free to contact your Cabot advisor with 
questions about your specific situation. 

Contact your wealth advisor or client service 
representative today for help regarding your 
beneficiary designations, RMDs or overall estate 
plan.

www.ecabot.com | info@ecabot.com 
1-800-888-6468



Cabot Wealth Management Lab Dedication Ceremony
Rob Lutts and the Cabot Team were very happy to attend the dedication 
of the Cabot Wealth Management Lab on October 3rd at the Bertolon 
Business School at Salem State University in Salem, Massachusetts.  
More than 100 supporters of the business school attended the ribbon 
cutting of the CWM Lab which has 12 Bloomberg Research Terminals 
available to all business school students.  

The business school will now be on a level playing field with the best 
business schools in the country, such as Bentley University, Babson 
College and MIT.  Cabot was happy to drive this project and make 
the lead gift to help establish the CWM Lab.  Additional support was 
provided by Charles Schwab and Company, Eastern Bank, Salem Five 
Bank, Northshore Bank and St. Jean’s Credit Union. 

Cabot also provided the seed gift for the Student Investment Fund.  
This fund will allow students the opportunity to learn real world 
portfolio management and analyst skills in their management of the 
fund. Further proceeds from the fund will help provide financial aid to 
Salem State Students. Nothing beats real experience when it comes to 
managing assets.  Rob Lutts and the whole Cabot team are thrilled to be 
able to lead this important project.

Left: Rob Lutts; Middle: Cabot Research Intern Joel Surrette; Bottom Right: 
Supporters: Cabot Wealth Management, Charles Schwab, St. Jean's Credit Union, 
North Shore Bank, Eastern Bank, Salem Five, SSU president John D. Keenan

CWM employees Joel, Craig, Sonia and Tyler

The new Bloomberg terminals (source: SSU)

Employee Spotlight
Greg Stevens, Principal, Senior Wealth Advisor
Interview by Tyler Swaim

Born and raised in Ipswich, Massachusetts, Greg has been 
a dedicated resident of the town through multiple avenues 
of community service. A lifelong sports enthusiast, he has 
spent his past years coaching youth sports through the 
town and instilling the values of teamwork, preparation, 
determination, good sportsmanship and overcoming 
adversity. As a parent with his four children participating in 
a variety of sports programs, Greg has enjoyed giving back 
to the community while watching his children follow in his 
footsteps as an Ipswich athlete. 

In addition to coaching, Greg is a member of the Ipswich School Committee, as well as having spent the last six years 
being a board member for a trust to benefit the Ipswich Public Schools. These positions have allowed him, with other 
members, to develop educational enhancements and provide enrichment to the school district. Greg demonstrates his 
dedication to both his clients and his community through his work at Cabot Wealth Management and his hometown. 

Choate Bridge, Ipswich, MA



Contact Cathy Kirby for a conference presentation package or for more information on future events at 
catherine@eCabot.com or call our office at 1-800-888-6468.

An Evening Event with the Cabot Team

216 Essex Street, P.O. Box 150 | Salem MA 01970 | eCabot.com | info@ecabot.com | (978) 745-9233
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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.

AGENDA:  

Welcome Remarks by Jim Gasparello

Wealth Management
   Key Components to a Well-crafted Financial Plan 
   by Greg Stevens, Tom Vautin, and Tyler Swaim

Investment Management
   Innovation, Productivity, and Growth Themes 
   by Rob Lutts

   ESG (Environmental, Social, and Governance Investing) 
   by Craig Goryl

   Interest Rate Volatility 
   by Nick Burwell

Closing Remarks
   The Year Ahead (2020): Reasons to be Optimistic
   presented by Rob Lutts

Networking Reception

This year for our annual client event, we held an Evening Event  
with the Cabot Team at the historic Hawthorne Hotel in Salem, 
Massachusetts. Thank you to all who were able to attend. We 
hope that you found the evening to be informative, fun and 
worthwhile. Here are some pictures from the evening that 
included presentations by the Cabot Team along with delicious 
hors d'oeuvres, dessert and beer and wine.


