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We are often asked how Cabot manages risk for clients. The
truth is that our whole wealth management process is designed
to provide enough “shock absorbers” so clients can handle
normal volatility of markets. We anticipate stock markets to
have at least two or three 5% corrections every year. Further,
we expect one correction close to 10% almost each year, and
most three-year periods will have one 20 percent correction.
Given this expected volatility, the best way to prepare and
manage for this is to start with the proper asset allocation.
The proper asset allocation is a function of many personal
factors including age, goals and risk tolerance, to name just a few. Many asset
classes like bonds, cash and near-cash instruments like high quality floating rate
notes have much lower volatility than stock and thus should be utilized to create a
mix of assets that will act as a “shock absorber” for portfolios. We manage risk in
the following ways:

 A diversified asset class mix with adequate low-risk assets.
 Position size limits to reduce risk.
 A 20% loss rule to limit losses.
 A process of harvesting gains during strong periods.
 Proper planning with a longer-term focus.
There is no guarantee that the above process will adequately manage all possible
risks; however, in my 33 years managing portfolios, these disciplines have done a
good job at weathering most market volatility.
We believe the global economy is not about to slide into recession; rather we believe
a pickup in growth could come through in the next 2-3 quarters. The global economy
is much stronger than most believe. Further, we do not anticipate the inevitable
increase in interest rates will be steep enough to derail the current growth cycle.
I am often asked about our favorite growth sectors in the global economy. There
are many new sectors of the economy that offer great growth potential. We believe
innovation in our economy is now accelerating! My favorite four sectors today are
as follows: Transportation Innovation and Alternative Energy; Artificial Intelligence
and Data Management; Biotechnology and Genomics Healthcare Innovation;
Emerging Markets Middle Class consumption markets. We believe there are many
companies in these sectors that will create much value in the coming decade. We
hope to have some exposure to the leading companies in these sectors in our growth
portfolios.
We know there will continue to be volatility in 2016 and 2017, and we are prepared
for it. However, we believe it will be a year of progress. Thank you for your continued
confidence in our services. We take the job of managing your family’s finances very
seriously.

Blog

Robert T. Lutts
President & Chief Investment Officer
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Annual Wealth Management Conference
CHANGE. CHALLENGE. OPPORTUNITIES.

THANK YOU to those who attended this year’s annual conference. For us, it’s not
just a conference; it’s a community. Our event brings people together in ways that
allow them to share experiences and solve both common and complex problems.
We strive to bring you together, a community of accomplished individuals who
work hard to achieve their goals. For those unable to join us, we like to believe
you’re out enjoying life and accomplishing your goals, which is exactly what your
financial plan should allow you to do.

Mikki L. Wilson
Director of Marketing &
Business Development

Mikki started her career
at Cabot in 2003 and is
responsible for identifying
new opportunities in all
areas of business. She brings
over a decade of marketing
experience to the firm
and is a natural networker
and connector. She has
coordinated 12 conferences
to date.
We would like to give Mikki
a special ‘thank you’ for
her efforts in creating and
coordinating and creating
another Cabot Wealth
Management Conference.

For more Cabot
events, please visit
our website:
www.ecabot.com

This year, the Cabot team hosted well over
100 clients and colleagues at our 27th annual
conference on September 30th. Guests spent
a crisp Fall Friday learning more than the
status quo wisdom about financial markets,
economic policy and financial planning. We
thank those attendees who committed their
day to hearing perspectives from our thought
leaders on current investment and wealth
management topics. We are so appreciative
of all our attendees who join us from near
and far. We are also extraordinarily thankful for being part of this wonderful team
who work hard to make the day special for you!

Save the date and join us for another autumn in
New England on Friday, September 22, 2017! Do not
hesitate to contact us if we can assist you with hotel
accommodations or planning excursions around your
stay in Salem.

Thematic Investing & Fixed Income Insights

Repeat Business Models

Fixed Income Insights

Recurring revenue businesses—those which have
contracts, subscriptions, or consumables—are a beautiful
thing. They offer stability and predictability in a turbulent
world. Today, many of these businesses are priced for
perfection, so selectivity is important.

In today’s world of low and negative interest rates, fixed
income investors need to be aware that broad market
bond indexes do not offer an acceptable level of yield given
the level of interest rate risk inherent in these indexes.
Striking a more even balance between interest rate and
credit risk is a better approach.

Presented by Craig E. Goryl, CFA

Presented by Nick Burwell

Transportation Disruption
Presented by Dennis Wassung, Jr., CFA

New innovative technology is rapidly advancing the safety and convenience features
in today’s new cars, while we move quickly toward the idea of autonomous driving,
or the self-driving car. Electric vehicles are now becoming viable, interesting and
very capable transportation options, volumes are growing, and the landscape is
evolving. Additionally, new business models and companies embracing the idea of
“shared mobility” may change the way we get from place to place.

Artificial Intelligence

Presented by Dennis Wassung, Jr., CFA

While it may seem like science fiction, the idea of artificial intelligence, or AI, is
becoming a reality. While we are still a ways off from AI robots performing all
manner of human tasks, AI capabilities are rapidly improving thanks to dramatic
improvements in computing performance coupled with vast amounts of data and
the analytics needed to extract helpful information. As a result, today’s largest
technology companies are aggressively racing to build more intelligence into their
products, and the trend is likely to continue.

The Future of Video Games is Here
Presented by Craig E. Goryl

Video games have been evolving and expanding for decades, from arcades to
consoles to PCs to mobile devices. The next stages of video game evolution will
be virtual reality and augmented reality. Long the stuff of science fiction, these
technologies have finally arrived in 2016. Ultimately, their impact will be felt far
beyond the gaming industry.

Contact us to request this year’s presentations or download them directly at eCabot.com.

3 Year-End Tax Planning Tips
The end of 2016 is coming fast! While we mostly think of “tax season” as that crazy time of year
during the weeks before April 15th, the most valuable part of income tax planning should usually
be executed before the books close on December 31st. To avoid unwanted surprises on your tax
return, consider these three year-end tax planning tips during the next couple of months while
you are drinking warm apple cider and talking over turkey.

Tom Vautin

CPA , CFA , CFP
Senior Financial
Planner, Portfolio
Manager
®

®

®

To discuss more
tax planning
strategies,
contact your
advisor at
(800) 888-6468.

Create a “running” tax projection.
This is a great time of year to
estimate what your tax returns will
look like next April. You can use the
approximation to determine whether
you have made enough payments
along the way through withholdings
and quarterly estimated payments
so that you will avoid underpayment
penalties.

Figure out what the next dollar of
income will cost you – this is called
your “marginal tax rate”.
Your
own personal marginal tax rate is
calculated from the IRS published
tax tables and also includes
state income tax rates, as well as
“phaseouts” of certain tax benefits
when your income increases.
Knowing your marginal tax rate is
valuable because it tells you what
the true tax-cost of a future financial
transaction will be.

Compare this year’s tax situation to past and
future years. Perhaps this is a year where your
marginal tax rate is unusually higher or lower
than a more typical year. If so, you may be able
to take advantage of timing opportunities between
multiple years. If you are faced with a higher
marginal tax rate this year, consider deferring
income and accelerating deductions when
possible. Examples include lumping charitable
contributions into the current year or maximizing
retirement plan contributions. If you are in a
lower-than-usual tax bracket this year it may be
valuable to accelerate some income instead. Roth
IRA conversions or accelerating capital gains from
appreciated investments are common and easy
ways to add more income to your bottom line.

Reminder for
Required Minimum Distributions
The IRS mandates that owners of retirement accounts (other than Roth IRAs) must take
minimum distributions upon turning 70½ 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 70½ in 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.

Anne Boris

Client Services
Specialist
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Cybersecurity:
A Shared Responsibility
Protecting your personal information is our priority. Cabot follows stringent
internal practices and strategies to keep your information and assets safe. October
marks National Cybersecurity Awareness Month, and we invite you to join us in
combatting threats to online security.
Here are some of the controls Cabot Wealth Management has established to
mitigate risk and create accountability at all levels:

Natalie Rubel

Client Services Specialist

To protect your personal information from
unauthorized access and use, we use
various security measures, which include
computer safeguards—we use firewalls and
encryption technology.

We have a secured office infrastructure
and secured files. Account and personal
information are under lock and key and
access to such information is carefully
controlled.

We carefully vet all current and
prospective vendors to validate that they
have implemented proper safeguards to
protect firm data.

All employees are required to participate
in semi-annual security training in the
handling of private financial information
and are held to strict standards.

We verify directly all requests for trades or
withdrawals or sensitive information with
our clients and ask questions to ensure
the details of the request are accurate
and authorized. Only certain employees
are granted authority to process these
requests.

Authorization must be obtained from
clients before any information is released
to anyone, including accountants, family
members, and other financial firms where
clients hold accounts.

We ensure our staff uses email and
websites cautiously, to ensure our
computer infrastructure is not exposed to
unnecessary risk.

Emails including account information are
sent via secure email.

We employ this cybersecurity system daily and follow stringent internal
practices and business strategies to keep your information and assets safe.
Please keep in mind that security controls related to your Cabot accounts
is a partnership between Cabot and each individual client. It is a shared
responsibility, and we all have a role.
These safeguards will help with cybersecurity and fraud prevention. There
is no magic bullet, and proper safeguarding requires multiple layers of
defense. If you think that your identity or personal information has been
compromised or suspect unusual activity on your accounts, contact us
immediately at (800) 888-6468.
We are here to help.

Read STAYING SAFE ONLINE for tips to
protect yourself and your online identity.
http://ecabot.com/1733/online-safety/

Questions Asked...
1.

What’s a good habit women tend to
share when it comes to money?

2. What’s a bad habit women are guilty of
when it comes to money?
3. What financial advice would you give to
a woman who is getting married?
4. What are the key financial considerations
for single women?

Women
& Wealth
Let’s Chat: Women & Money
By Mikki L. Wilson, Director of Marketing & Business Development

Women are more likely than men to make household money
decisions, but they often leave the long-term financial
planning to men. It’s all about a “confidence gap.” So, what
lessons can women learn from their everyday money choices
that can carry over to taxes, investing, retirement and more?
I recently took part in a Reuters Women & Money live chat on
Twitter, along with other notable financial experts, for tips to
further help unlock the power of our purse. I’ll tackle these
questions and more in an upcoming series of blog posts.
Follow the full conversation at:
http://www.reuters.com/chats/women-money/2016/10

5. What money tips would you give to a
woman who is divorced?
6. Women still earn less than men. What
are your tips for eliminating the gender
pay gap?
7.

How can women plan financially for
career breaks?

8. What money tips do you have for
sandwich generation women who are
caring for kids/aging parents?
9. What is your financial guidance for
someone who is widowed?
10. Should women save differently than
men?
11. What financial moves do breadwinning
women need to make?
12. Women tend to be more generous
than men. How does that impact them
financially?

Are you taking charge of your
financial future?
Contact Mikki Wilson at (978) 745-9233
or mikki@ecabot.com with the questions
you want answered or share your
thoughts and ideas on what successful
women want from advisors.

Around Cabot

A Taste of Salem

Tapping Into Lemonade

The Cabot team enjoyed a rich taste of Salem during a recent
company outing, creating new memories in our historic
city. Salem Food Tours’ hostess, Karen Scalia, guided us
on a walking food tour, sharing Salem’s past with a ‘taste’
of the culinary present—a perfect way to understand and
appreciate this much-loved city.

Jim Gasparello stops for lemonade on tap from a local
young entrepreneur. Almost every child in America is
introduced to entrepreneurship through the good, oldfashioned “Lemonade Stand”. By running a stand, kids
learn the business and life skills needed to set a goal,
make a plan and work the plan to achieve their dreams.

Read more at: http://ecabot.com/1716/taste-of-salem

Read more at: http://ecabot.com/1691/lemonade-stand

Meet the
Firms Night
at SSU
Both Steve Davis and
Mikki Wilson were on
the hunt for tax and
finance interns to add to
the team at Salem State’s
Meet the Firms Night in
September. This annual
event is for accounting,
finance and math majors
who want to connect and
network with reps from
various accounting and We’re currently seeking a Tax
The Cabot team dug deep into their closets giving some finance firms from the
Intern. Applicable candidates
of their clothing a second chance for a new home. Cabot North Shore and Boston.
should submit resumes to:
team members, Cathy Miaskiewicz (left) and Natalie
info@ecabot.com
Rubel (center), organized another successful clothing
drive to benefit Lifebridge Salem’s Second Chance Thrift
Shop. Employees stockpiled pants, dresses, sweaters, shirts,
socks, shoes, coats and more into boxes ready for pickup
just in time for autumn.
Check out the Cabot Advisor Blog for

Clothing Gets a Second Chance

Read more at: http://ecabot.com/1728/giving-clothes-a-second-chance

more insights and information about
what’s happening around Cabot!

Staying Connected
NEW! Download the

Cabot Wealth Mobile App
The Cabot Wealth mobile app makes
it easy for you to connect with Cabot
Wealth Management, stay up to date on
insights and news, and monitor your
accounts anytime, anywhere.

The Great Game of Business
Investing to Win
Read the latest
news from
Cabot.
Access contact
info to email,
visit, or call your
advisor.
View account
data for Schwab
brokerage
accounts
managed by
Cabot.

Why are some businesses tremendously successful while
others seem to struggle quarter after quarter to achieve
profitability? Rob Lutts, founder, president and chief
investment officer of Cabot Wealth Management, addresses
this issue and examines what characteristics separate the
winners from the losers. Rob shares key economic sectors that
Cabot Wealth Management considers promising in the coming
years and highlights possible future leaders within these upand-coming sectors.

Now available on Amazon

Stay up to date with
our latest Cabot
insights, commentary
and community
involvement by
visiting our blog.

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.
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