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Dear Friends,
When I started Cabot Money Management, Inc. 40 years ago in 
September, 1983, the world was certainly a very different place than it 
is today.  So much has changed but at the same time so much hasn’t. 
The important constant between 40 years ago and today is that the 
entrepreneurs and business leaders of today are just as capable as they 
were 40 years ago.  When you invest in the USA, you are really investing 
in the capable talented leaders of our economy.  They collectively manage 
to make enough good decisions day after day and year after year to allow 
capital invested in public companies to grow approximately ten percent 
per year. Do we expect this to be able to continue to be accomplished in 
the next 40 years?  Yes, we do. Why? The business leaders who create and manage this capital 
are quite good at making productive decisions. I am enthusiastic about the amazing innovation 
coming in the next decade.  Artificial intelligence, electric vehicles, autonomous driving, alternative 
energy, battery technology, genomic healthcare and much more will allow our economy to lead 
many sectors of the global economy.  The USA has an incredible ability to create and innovate 
which really is an amazing blessing.

After managing the business for 40 years, I understand that if this business is to remain healthy 
and continue to serve your needs properly, I need to plan now for the long term.  Thus, I have 
developed a succession plan with the help of a professional company in Lake Oswego, Oregon. I 
travelled out to visit with David Grau of FP Transitions in 2016 and set in motion a plan to begin 
an internal succession plan.  I watched my dad Carlton Lutts (founder of Cabot Heritage Corp.) 
do this in his business, thus I saw how important it was to plan early for success.  In 2017, I began 
the process of transitioning some of my ownership in the firm to the new management team – Jim 
Gasparello, Greg Stevens and Sonia Ernst. Together we make up our Managing Partners group.  
Two other key team members, Craig Goryl and Tom Vautin also became owners in the last few 
years.  So today, we have six owners of the firm. As I take a step back, I am confident that this 
management team is very capable, and I am sure they will do an even better job than I did in 
leading the firm to best serve your needs.  They are a group of highly skilled professionals with the 
same kind of values that have guided me over the last 40 years. Everything we do each and every 
day in the firm is geared to helping you reach your financial and personal goals. I will continue 
to be active with the company and participate in all our investment meetings but will certainly be 
working less and taking time to smell the roses, or in my case spend time with my classic cars, play 
my trumpet in more jazz bands, and spend time with my family.

Thank you for being part of the Cabot family.  We appreciate the trust and confidence you have 
placed in the Cabot team.

Robert T. Lutts
Founder and 
Managing Partner
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1 YEAR
Return

3Y ANN 
Return

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

US EQUITIES

Dow Jones Industrial Average -2.1% 19.2% 8.6% 7.1% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index -3.3% 21.6% 10.1% 9.9% US Large Cap Stocks (Largest 500)

Russell 1000 Index -3.1% 21.2% 9.5% 9.6% US Large Cap Stocks (Largest 1000)

Russell 2000 Index -5.1% 8.9% 7.1% 2.4% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index -3.4% 20.8% 6.9% 6.5% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) -4.1% 25.6% 5.8% 3.2% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets -2.9% 11.7% -1.7% 0.6% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets 2.0% 6.5% 1.7% 1.6% 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 -1.9% 1.4% -3.7% 0.4% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds -3.2% 0.6% -5.2% 0.1% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 0.5% 10.3% 1.8% 3.0% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. -3.7% 11.3% -0.7% 9.2% Gold bullion

NYSE Arca Gold Miners Index -9.8% 15.3% -9.8% 9.8% Companies that mine precious metals

Crude Oil, Dollars/Barrel 28.5% 14.2% 31.2% 4.4% The price of a barrel of oil

Bloomberg Commodity Index 3.3% -6.0% 14.0% 4.2% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index -8.4% -1.6% 2.7% 2.9% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure Index 9.3% 32.3% 43.2% 6.1% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE 
    3rd Quarter = 6/30/23 to 9/30/23; YTD = 12/31/22 to 9/30/23; 1 Year Return = 9/30/22 to 9/30/23
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Review of Equity Markets
Craig Goryl, CFA®, Partner, Chief Investment Officer

As we turn the calendar to the 4th quarter of 2023, we can say it has been a volatile year. I’ll offer a short summary of the state of 
the economy and what that may mean for markets. There are no bold predictions here! We believe the key to building resilient 
portfolios is positioning, not predicting. We try to build portfolios that can weather any conditions, not just the scenario we 
expect to occur. (continued on page 3)



Review of Equity Markets continued...
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The U.S. economy has been resilient this year. GDP – the measure of everything our economy produces – has continued to grow 
in line with its historical norm of 2% over inflation. The job market remains strong, with unemployment at a 50-year low and 
wages rising faster than inflation. Corporate profits have stayed level with the all-time highs set last year. In fact, it is hard to 
imagine that the Federal Reserve is hitting the brakes, hard! But they are: the Fed has raised interest rates 11 times in 18 months. 
Normally, this cools the economy and inflation by restricting spending and borrowing. But with companies and consumers 
having locked in so much debt at low interest rates, and being still flush with cash, the need to borrow has been low. That means 
the Fed is still waiting to see those rate hikes take effect. They are hoping to cool inflation from 4% to 2%... but not much lower.

The picture below shows how three different inflation measures all spiked beginning in 2021. Inflation has since come down, 
but not yet all the way back to the Fed’s 2% target level.

 

  The Economy

 The Markets

Equity and bond markets fell last year as they adjusted to rising interest rates and the specter of a recession. Thanks to the 
strong economic results mentioned above, that recession now looks farther away, and milder, than feared. As a result, equities 
have rebounded in 2023. You can see the index returns in the accompanying chart (Asset Class Update on page 2). Most of the 
returns in the U.S. this year have come from a handful of very large technology stocks. Returns in the rest of the market have 
been lackluster. We think it is wise to hold a broad portfolio, incorporating some of the countries and sectors that have been left 
behind this year. Many small cap stocks, international markets, and “dull” companies are very cheap compared to their earning 
power today. 

Bond markets are down slightly this year, as they’ve adjusted to higher interest rates. They offer some of the highest yields seen 
in years, especially short-term bonds. Longer bonds look riskier by comparison.

Source:  Federal Reserve Bank of Cleveland calculations based on data from the BLS, BEA, Federal Reserve Bank of Cleveland, Federal 
Reserve Bank of Dallas, and Haver Analytics. https://www.clevelandfed.org/center-for-inflation-research/inflation-charting
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Fixed Income: Capturing Opportunity
Pat Creahan, CFA®, CAIA®, Portfolio Manager

After a generational shift in interest rates, we are increasingly optimistic about the newfound opportunities in Fixed-Income 
portfolios. However, recognizing an opportunity is only part of the equation. At Cabot, our ability to capture opportunity can 
also be explained by how we invest. Specifically, we use Separately Managed Accounts (SMAs) which facilitate a customized 
and patient approach to building long-term wealth. 

The fixed income landscape is witnessing a new era that now rewards lenders with compelling rates of return on low-risk assets 
such as investment grade bonds. Recently, U.S. 10-year treasury yields surged to a 16-year high and have begun to reflect our 
previously held view that interest rates may stay higher for longer. Given the resilient labor market, the case for a stimulative 
rate cut should be tabled until inflation is brought meaningfully closer to a long-term target.  

As we likely approach the end of a rate-hiking cycle, the case for purchasing longer duration bonds becomes more compelling. 
Our preference for shorter duration bonds (1-3 years) helped to protect the downside of a volatile bond market that has lasted 
the better part of two years. Moving forward, we suspect that a more diverse mix of maturity years (typically 1-10 years) will 
ensure that portfolios can lock in these higher interest rates for years to come. 

Our portfolios cast a wide net across the fixed-income landscape that includes treasuries, corporate and municipal bonds, 
mortgages, and structured products. We are agnostic about the source of opportunity but instead remain focused on maximizing 
the after tax returns of each portfolio, given a conservative level of risk.   

As we usher in a new era of fixed-income investing, our holistic approach to bond investing combined with our patient investment 
style sets us up for long-term success. I suspect that the volatility of interest rates will continue to reflect the volatile world we 
live in. However, higher interest rates will ultimately lead to higher fixed-income returns over an intermediate time horizon. At 
Cabot, our commitment to active management welcomes the renewed opportunity to build a compelling fixed-income portfolio 
for each investor. 

Customization: Each investor has a unique risk profile, set of goals, and tax situation. A separate account 
ensures that those goals can be addressed.  An opportunity for one investor may not be the same for other 
investors. Investing through a fund misses that important nuance.

Tax Efficiency: Your income bracket and state of residency are unique and an allocation to municipal bonds 
should reflect that reality. A high-income earner in a high-tax state needs a portfolio that is conscious of those 
(sometimes painful) facts.  

Direct Ownership: This investment model allows for strategic management of gains and losses and ensures a 
liquid and flexible portfolio that can adapt to market shifts. Our meaningful position sizes enable us to adjust 
portfolios without excessive trading. As opportunities present themselves, we can move quickly and make it 
count.  

Insulated from others: With an SMA, investors will not be penalized for the poor decisions of others. There 
is no obligation to sell bonds during a market panic. In contrast, the manager of a pooled fund is required to 
meet cash redemptions, often at the exact time bonds become most attractive. We use these imbalances as an 
opportunity to buy.

New Opportunities

How We Invest: The Benefits of Separately Managed Accounts
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Taylor Haselgard, Portfolio Manager

The Perfect Investment

If something sounds too good to be true, it likely is. The example that first comes to mind is Bernie Madoff, who promised all 
the upside but very limited volatility. He managed to run the largest Ponzi scheme in history for at least 17 years and defrauded 
some of the largest and most sophisticated institutions. 

The potential returns one can get from financial markets depend on how much risk an investor is willing to take. So, the perfect 
investment is really an individual choice that balances trade-offs between your return and your risk tolerance to meet your 
goals. However, there are many qualities we look for in individual investments that we feel create value. When we combine 
companies with these attributes across industries, geographies, and styles, we feel we get an attractive mix for long-term 
investors. Some of these ideal characteristics include:

Across our portfolios, examples of companies with these qualities would include Zoetis Inc. (ZTS) and Idexx Laboratories 
(IDXX) which have dominant positions in the more niche market of pet health. These two companies have strong profitability, 
high recurring revenue, and have built reasonably-sized moats for their businesses over time.

To summarize, our goal is never to find the “Holy Grail” of investing but to find a strong roster of companies to build prudent 
portfolios. We calibrate all of this within the context of your own financial needs and willingness to take risks.   

Profitability 
We like companies that emphasize profitability. Maintaining and improving profit margins is a 
good sign for the overall durability of their business in the long term.

Recurring Revenue 
We prefer businesses that drive high repeat business with their customers instead of large 
one-time purchases. These kinds of businesses on average will have better and more consistent 
fundamentals. 

Attractive Addressable Markets 
We either look for companies that are growing into a very large target market or companies that 
have a dominant position in more niche markets; both give a supportive back drop for continued 
growth of the business.

Wide Moat/Innovative
Innovative products either create new markets or take share in existing ones, while moats 
allow some of these businesses to keep/grow their market share. We like to own both kinds of 
companies.



Q&A with Investment and Wealth Management Teams
Tyler Swaim, ChFC 
Senior Wealth Advisor
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Let's start off with a topic that has been consistent across the headlines this year. A major driving force within the markets: 
Artificial Intelligence or AI.

Taylor, how do you view Artificial Intelligence and the powerful force it has been within the past 8 months? What 
kind of exposure does Cabot have to this area of the markets? 

          

Speaking of investments that have presented themselves as attractive options in 2023, what about the growing 
interest in private credit? Pat, what does private credit mean and is this something that is a worthwhile asset class?

We have talked about two types of big investments this year, but to slightly pivot, let’s discuss the importance of 
investments related to time horizon and risk level. Alex, how does cash play a key role within one’s financial plan?

        
For our last question, we will take a different approach. We have talked a lot about different forms of investments, 
but the million-dollar question that I have received a few times this year is "How we research a variety of 
investments, and how do we generate new ideas?" Bo, what sources do we use from a research perspective?

(Continued on page 7)

Q
A    

Q
A

I think we are just getting started with how AI is going to be used. The easiest parallel we can draw is the history of 
the internet. Thinking back to its infancy, the internet had some narrow use cases due to its low speed and limited 
availability. Twenty years later the internet is dramatically faster, and everyone utilizes the internet frequently through 
their mobile phones. This has enabled whole new industries like social media, cloud computing, streaming services, and 
E-commerce, just to name a few. Today, the use cases for Large Language Models (LLM) remain relatively narrow but 
over time they will solve complex problems and create and disrupt many industries. It is far too early to tell how it will 
all unfold. However, one point I will stress about LLMs is that these are merely predictive text suggestions on steroids 
and are not general artificial intelligence. These models do not understand the output they are producing but are trying 
to create the most probable response based on a huge repository of data. I think the easiest way to illustrate this is if you 
give an LLM a unique but otherwise simple math problem such as 2145 - 37 = ?, the LLM will get the answer wrong 
which shows LLMs don’t understand the underlying arithmetic. I think the most obvious examples of direct AI exposure 
in our portfolios today would be companies like Nvidia, Google, META, Tesla, and Microsoft. However, there is a 
long list of tech companies for which AI is a very meaningful catalyst, including ServiceNow, Adobe, ASML, SNOW, 
DDOG, and TSM. (Taylor Haselgard, Portfolio Manager)

Private credit refers to direct loans often originated by specialized lenders or private fund managers. A hallmark of this 
asset class is its inherent illiquidity, as these loans rarely trade freely among investors. It’s essential to ensure that the 
illiquidity of the fund itself should align with the nature of the underlying investments. The promise of higher returns in 
private credit should stem from this “illiquidity premium” and not from excessive risk taking. Investors should be extra 
wary of locking up funds at high fees without a clear understanding of the trade-offs involved. Given the abundance 
of opportunity among traditional fixed-income investments, we are inclined to avoid private credit funds at this time.     
(Pat Creahan, Portfolio Manager)

When it comes to cash, we believe that it plays a valuable role in one’s personal financial plan. Cash can be used to cover 
short-term living costs, emergency expenses, and provide peace of mind during volatile times in the stock market. While 
everyone’s situation is different, a good general guideline is to have at least 6 months to a year of living expenses saved 
in cash. For upcoming large purchases within 1-2 years, cash also plays a key role for these goals. In 2023, the world of 
cash and short-term investments has changed dramatically due to the Federal Reserve’s sharp increase in interest rates. 
After many years of earning virtually nothing, now many bank accounts and money market funds are earning nearly 
5% interest. Additionally, 1-year bank CDs and U.S. Treasury Bonds are earning over 5% interest. While this is great 
news for your cash and short-term investments, there are key differences between bank accounts, money markets, CDs, 
and Treasury Bonds. Work with your Wealth Advisor at Cabot to see what options might be best for your goals and risk 
tolerance. (Alex Castrichini, Wealth Advisor)

Q
A

Q
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Phishing is a cybercrime 
in which potential victims 
are contacted via email, 

telephone, or text message 
by someone posing as a 

legitimate institution to lure 
individuals into providing 
sensitive information such 
as usernames, passwords, 

and banking and credit card 
details. (KnowBe4.com).

PHISHING DEFINITION

Sonia Ernst, Managing Partner, Manager of Trading and Operations

October is Cybersecurity Awareness Month

October has been celebrated as Cybersecurity Awareness month since 2004.  At that time, the Internet was becoming more 
widely used and with this widespread use came a large increase in cybercrime. Phishing continues to be one of the most 
prominent cybercrimes to date.  Phishing is a way by which a cybercriminal attempts to acquire sensitive data through fraudulent 
solicitation. Learn to spot a phishing email so that you can keep your information secure.

Q&A continued from page 6.....
         First,  pay attention to what’s around you – some trends come and go, but things that are well designed, well thought 
out, or well executed have staying power. Apple is the most valuable company in the world because they’ve made technology 
accessible to the masses. No one else has come close to making life easier for everybody through technology (except for 
maybe Amazon). Next, keep an open mind – you never really know what will become successful or fail spectacularly. Apple 
never intended to make the iPhone the ubiquitous device that it is. Steve Jobs believed that the iPad was going to be the next 
transformative device after PCs. The iPhone was just an mp3 player that you could make phone calls with and surf the web. 
No one knew it would become the most profitable consumer device the world has ever seen – dwarfing iPad sales. Finally, 
consider the source – between social media, emails, traditional media, and spam communications, we are inundated with 
information these days. It can be a lot to take in. When something sounds too good to be true, it usually is. Retain a healthy dose 
of skepticism and consider the source of your information before acting upon it. (Bo Tang, Research Analyst)

You don’t recognize the sender and/or you were not expecting the email.  
If you hover over the “from” line, the domain that it is being sent from is 
suspicious. 

The sender claims to be a government agency, such as the IRS.  
Government agencies do not normally communicate by email.

There is a hyperlink in the email.  When hovering over hyperlinks, you can 
see that the address of the link is suspicious (very long, spelled incorrectly, 
linking to something unfamiliar).

The email includes an unsolicited attachment. Do not open attachments 
that you are not expecting.

The email asks for personal information.

The date the email was sent has a time stamp that is unusual, such as 2 a.m.

The content of the email has some urgency associated with it, where action 
needs to be taken to avoid a negative consequence.

Content of the email is too good to be true, such as a prize, coupon, or sale.

You are asked to send money.

There is poor spelling or grammar within the content of the email.

The email contains a threat of some sort.  Examples include, “your account 
will be suspended if you don’t take action”, or “your account has been 
compromised and you must take action in order to continue”.  

Cybercriminals often piggyback off of current events and promotions 
when phishing. Past examples include Amazon Prime Days, Covid 19, 
earthquake relief, etc.

Common Characteristics of Phishing Emails:
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We appreciate 
your referrals. 
Thank you for 
your trust and 

confidence. 

Contact your 
Cabot Wealth 
Advisor today 

with any 
questions 
or to refer 
our Wealth 

Management 
services 

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

Around Cabot

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.

For more information visit:  
https://leap4ed.org/

Taylor Haselgard Volunteers at LEAP

Portfolio Manager

LEAP for Education is a program in Salem, MA that empowers underserved 
students to achieve social and economic mobility by cultivating personal, 
educational, and career growth. LEAP has a variety of volunteer opportunities, 
ranging from one-time service to longer-term commitments. This summer, 
Cabot Portfolio Manager, -Taylor Haselgard spoke to a group of ~35 students 
who were a part of LEAP's summer work program which helps economically 
disadvantaged high-school students from the North Shore explore careers, 
develop skills, and receive mentorship while earning money. Taylor discussed 
with the students a range of financial literacy topics that included things such 
as budgeting, borrowing, understanding credit scores, and saving for their 
financial goals.

40 Years Ago  - September of 1983
On September 16, 1983 Cabot officially became registered with the Securities and Exchange 
Commission. Initially located in the old "Salem Laundry" building, Cabot relocated to the 
Jacob Rust building, the only surviving commercial building of its type and period in Salem. 
The company name changed from Cabot Money Management to Cabot Wealth Management in 

2013 to reflect Cabot's mission of a full scope of services with a shield logo to represent the strength, protection, and security that 
Cabot has always valued. Our identity continues to reflect our services of holistic financial planning and investment management 
services tailored to the needs of high-net-worth individuals and family groups. One thing that hasn't changed is our commitment 
to our client-centric approach to highly personalized service.

Salem Laundry

Jacob Rust Building

1994 2023


