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“The Beat Goes On” - Sonny and Cher, 1967                                  January 2022

Happy New Year! We hope this newsletter finds you safe and 
well. As we embark on the year ahead with the pandemic still 
afoot, I wish to share a theme that strongly resonates with me, 
‘The Beat Goes On’ (Sonny and Cher, 1967).  As the lyrics 
go, “drums keep pounding a rhythm to the brain, La de da de 
de, la de da de da.” I use this imagery to focus on the fact that 
regardless of what the global macro throws at our economy, 
the beat goes on. In this case, the ‘beat’ is the foundation of 
our economy, capitalism, and the potential that it unleashes. It 
harnesses the creativity, innovation, and power of the citizens 
of this great country. 

Throughout the pandemic, with rising interest rates, government mask mandates, 
lockdowns, and political strife and disagreement, the ‘beat’ continues. The magic 
power in this country is in the people like you and me and our ability to take 
resources and combine them into an effective company or organization.  

Capitalism and democracy have been ‘beating’ since 1776 when our founding 
fathers created the most effective mechanisms, the U.S. Constitution and the Bill 
of Rights. They have given us the freedom to unleash “the most powerful weapon 
on earth, the human soul on fire.”1 The magic is in the hearts of the entrepreneurs 
and stemwinders of our country to create and innovate every day, allowing our 
citizens to be recognized for their successes and reward them for their fantastic 
contributions. It is one of the many reasons why the United States is number one in 
almost everything. 

However, the questions remain: Do we worry about managing the challenges of the 
pandemic? Do we worry about rising interest rates and the adjustments our economy 
will have to make in a higher interest-rate world? Do we worry about introducing 
new technology that would eliminate many service jobs in our economy? Yes, of 
course we worry about all the hurdles we will have to overcome in the coming 
years. However, we expect the beat will continue to go on and continue to drive this 
great country forward.

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

1 Ferdinand Foch, as quoted in The 32d Infantry Division 
in World War II (1956) by Harold Whittle Blakeley, p. 3.
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2021 was a great year for U.S. equities, despite a pandemic that dragged on into additional waves, each 
powered by a new Greek-lettered Covid-19 variant. International equities also produced returns that were 
respectable, if not compared to the U.S.

The contradiction of ebullient markets and dire-news headlines were not the only thing that made 2021 
strange. To a trained prudent risk manager, there were ongoing examples of speculative excess in the 
economy and markets:

Cryptocurrencies are digital currencies backed not by any governmental taxing authority but 
by computer code. They grew and proliferated until even joke coins were created, touted, and 
bought. 
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Return DESCRIPTION (What does this Index represent?)

US EQUITIES

Dow Jones Industrial Average 7.9% 20.9% 18.5% 15.5% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index 11.0% 28.7% 26.0% 18.5% US Large Cap Stocks (Largest 500)

Russell 1000 Index 9.8% 26.4% 26.2% 18.4% US Large Cap Stocks (Largest 1000)

Russell 2000 Index 2.1% 14.8% 20.0% 12.0% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index 6.7% 18.5% 20.4% 14.4% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) 2.7% 11.3% 13.5% 9.5% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets -1.3% -2.5% 10.9% 9.9% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets 0.7% 19.7% 12.7% 9.6% 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 -0.5% -1.3% 3.6% 2.8% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds 0.0% -1.5% 4.8% 3.6% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield 0.7% 5.3% 8.8% 6.3% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. 4.1% -3.6% 12.6% 9.8% Gold bullion

NYSE Arca Gold Miners Index 10.7% -8.9% 17.0% 10.5% Companies that mine precious metals

Crude Oil, Dollars/Barrel 0.2% 55.0% 18.3% 7.0% The price of a barrel of oil

Bloomberg Commodity Index -1.6% 27.1% 8.9% 2.5% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index 16.1% 41.2% 20.1% 12.5% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure 
Index 1.0% 40.8% 0.8% -3.8% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE
(4th Quarter = 9/30/21 to 12/31/21; 1 Year Return = 12/31/20 to 12/31/21)

(Continued on next page)

Select ‘meme stocks’ had a banner year. These stocks of traditional businesses (video game 
retailer GameStop, movie theater owner AMC, and rental car company Hertz, were poster 
children) soared high above any reasonable estimate of intrinsic worth. This was largely due to 
retail investors coordinating purchases via the online site Reddit, in part to spite professional 
investment managers.

NFTs came into popularity too. NFT stands for ‘non-fungible token,’ it's a digital ownership of 
collectibles like art, or (and I am not making this up!) videos of art being destroyed.

NFT



In a new whitepaper, Craig Goryl discusses indexes and benchmarks for measuring portfolio 
performance. Specifically, he discusses the blended benchmark (composed of three standard 
indexes) for the portfolios he manages. Craig explains why he feels it strikes the right balance of 
risk, reward, and opportunity for Cabot clients over the long term.

New

WHITEPAPER

Read the latest white paper: Indexes and Benchmarking by Craig Goryl on our website at:
https://www.ecabot.com/cabot-white-papers

This voracious appetite for risk in 2021 was driven by a confluence of two key factors:

SPACs proliferated. SPACs (Special Purpose Acquisition Companies) are a way for private 
companies to become publicly traded faster, with less regulation, less disclosure, and more 
promotion than the traditional IPO process. SPACs are known as ‘blank-check companies’ 
because investors buy shares before they even know what they are buying. If that is not a sign 
of speculation, I don’t know what is!

Should we worry? The most egregious examples of speculation above took place in relatively small corners of the market, 
and do not necessarily signal a larger, more systematic problem. All in all, I am optimistic that our economic expansion will 
continue its halting path and will widen to include areas hardest hit by Covid-19 like dining, travel, and entertainment. This 
is good for corporate profits and stocks. Interest rate policy normalization (which will make bonds more attractive) and wage 
pressure from tight-labor markets (which could hurt margins) may create a bit of a headwind. However, these are good for the 
long-term health of our economy, and equities should always be viewed with a multi-year horizon in mind. Speaking of the 
long term, some areas that lagged in 2021, like small-cap stocks and emerging markets, look set to reward patient investors as 
the pandemic fades.

Excess liquidity (government stimulus and limited consumer spending 
options) flooded consumer bank accounts with cash. 

‘Safe places’ for money became downright unattractive. By year-end, 
inflation hovered at 5-6%, while riskless assets like bank accounts, CDs, 
and treasuries offered 0-2% return. In other words, the pace at which 
inflation ate away at the purchasing power of safely stored cash got worse.  
So, people went hunting for alternatives, including speculative ones.







2021 marked a challenging year for bond investors. The Bloomberg U.S. Aggregate Bond Index returned 
-1.54%, only the 5th negative return since 1980. Bond investors who remained shorter in duration and 
favored Investment Grade Credit over Treasuries avoided a red year, but not by much. An uninspiring 
range of outcomes in the context of another blowout year for equities and overnight fortunes made in 
crypto, ‘meme stocks’ and digital artwork. All this while a global pandemic raged on, inflation spiked to 
multi-decade highs, and central banks faced policy decisions that could best be classified as experimental.

As we look to 2022, a couple of themes will dominate the bond market narrative:

The pandemic changed the way people work in more ways than one. Some of the workforce that 
vacated jobs in 2020 has been unexpectedly slow to return. Improvements in household wealth, 
early retirements, and childcare uncertainty have contributed to a labor force participation rate that 
remains below pre-pandemic levels. A permanently smaller workforce could reduce the country's 
potential economic output. The uncertain employment picture in 2022 will be significant to the bond 
markets for two primary reasons:

Low unemployment rates will fill the Fed’s mandate of ‘full employment’ 
and justify a lift of short-term interest rates toward a longer-term target. 
Full employment paired with potentially high inflation could hasten a more 
prominent rise in interest rates. This would be a particularly tricky environment 
for bond investors.
Inflation. A tight labor market can put upward pressure on wages as employers 
compete to retain talent or poach new employees. This type of structural change 
could persistently push prices higher. If inflation is here to stay, I would look to 
the labor markets for evidence and ignore the price movements of any single 
item like a gallon of gas or milk.

As of January, the Fed funds rate sits at 0%, and the Fed will purchase $60 billion of bonds in the 
open market. This remains an incredibly accommodative monetary policy at a time when the real 
GDP growth is well above historical averages; asset prices are high, and certain labor markets are 
tight. However, by the end of March, expectations are that there will be no bond purchasing, and an 
uncertain rate hiking schedule is likely to begin. Most FOMC (Federal Open Market Committee) 
participants anticipate three to four rate hikes over the coming year, placing the Fed funds rate a full 
1% higher than it stands today. 

The upcoming transition from an accommodative to a restrictive stance is a quick 180-degree 
turn. With each step forward, markets are required to digest additional debt investments 
that the Fed previously purchased. Dating back to the Great Financial Crisis, developed 
economies have spent most years in an environment of monetary accommodation. With 
the fear of inflation on the horizon, 2022 may test the financial market's depth without the 
advantage of government intervention. 

In 2020 and 2021, a flood of liquidity from the government was the tide that raised most 
boats. In 2022, expect a reintroduction of risk into fixed-income markets as the benefits of 
unlimited liquidity begins to dissipate. 

Our fixed-income approach will remain a conservative and risk-conscious strategy for preserving wealth 
and navigating uncertain times. For a disciplined investor, the fear of missing out can be a frustrating 
exercise of patience. As Warren Buffet famously put it, “Only when the tide goes out do you discover 
who's been swimming naked,” (Buffet, Warren E. “Berkshire Hathaway Inc.” Received by Shareholders, 
28 Feb. 2002).

Bond Markets Review and Outlook

Pat Creahan, 
CFA®, CAIA®

Portfolio Manager





Labor Markets: 

Fed Policy: 



Traditional 401(k) vs. Roth 401(k)

Tyler Swaim, 
ChFC 

Wealth Advisor

Are you a young professional beginning your career with a new company? In many instances, companies 
will provide their employees with the option to invest in a 401(k) plan. 401(k)s have evolved with 
employers and many now provide the option of not only a Traditional 401(k) but a Roth 401(k) as well.
The main difference between a Traditional 401(k) and Roth 401(k) comes down to the taxing time frame.  
When will the funds be taxed? Along with taxation, it’s important to know about deductions, maximum 
contributions, etc. Which one is best to consider? This will depend on each employee’s personal financial 
situation. 
With a traditional 401(k), all contributions are made with pre-tax dollars and grow tax-deferred. In other 
words, these assets will be deducted from your annual compensation and you will not be required to pay 
taxes until withdrawals are made from the 401(k). Additionally, this portion of contributed funds will assist 
with reducing your taxable income for the year.
On the flip side, Roth 401(k) contributions are made with after-tax dollars and have the potential to grow 
tax free. This means that when you withdraw the funds in retirement, you will not have a tax implication 
from the distribution of the funds. Unlike a traditional 401(k), you do not receive a tax deduction from this 
contribution. 

Based on the above characteristics, which one is right for you? This is where your financial advisor may 
assist you. When we advise clients on 401(k)s, we take into consideration their total financial picture 
including current wages, other sources of income, their current state of residency, and other various 
factors.  Traditional 401(k) and Roth 401(k) plans can be very beneficial and have a large impact on future 
retirement savings. Discuss with your financial advisor which option may be best for you. 

Contact your Cabot 
Wealth Advisor today with questions or to 

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

TRADITIONAL 401(k) 
vs. 

ROTH 401(k)

Traditional 401(k) Roth 401(k)

Grows tax-deferred. No taxes 
taken until you withdraw.

Grows tax-free. No taxes upon 
withdrawal.

No tax deduction.Assists with reducing your 
taxable income for the year.

mailto:info%40ecabot.com?subject=


New Year Resolutions: 
Getting Estate Plans in Order
Happy New Year to everyone! We hope 2022 is a healthy, successful, and more normal year. As we begin 
a new year, our discussions often revolve around investment projections and ideas for what direction 
the economy might go. While these conversations are important, an equally important topic that can get 
overlooked is reviewing your estate plan. The Covid-19 pandemic has had many influences on the market 
and our daily lives, but arguably the most poignant, is the need to consider what might happen to your 
family and your assets if something were to happen to you. When it comes to your accounts with Cabot, 
it is crucial to review with your wealth advisor how your beneficiaries are listed and in what manner your 
accounts are titled. In addition, working with your estate-planning attorney is also critical to ensure that 
your estate plan is aligned across all of your assets and properties. 
Another critical component of your estate plan is identifying family, friends, or other trusted contacts 
who would help manage your affairs if you became incapacitated. While not always the most pleasant 
conversation, it is important to discuss your wishes with those closest to you. Work with your 
estate-planning attorney and your Cabot team to ensure that your trusted contacts have the appropriate 
authorizations over your accounts and assets. This will ensure they can take speedy and effective action on 
your behalf if it is ever needed. 

The Estate Planning Checklist is an annual reminder and guide we provide to assit you in this important 
process.

Alex Castrichini 
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 are 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 about your wishes.

•

•



Security Travel Tips
With the rollout of the Covid-19 vaccine, and subsequent booster shots, we now see that individuals are 
looking forward to traveling again.  Here are some tips to add to your traveling safety by making sure 
you stay cyber safe during your travels.

KEEP YOUR DEVICES 
SECURE AT ALL TIMES

BRING YOUR OWN 
CHARGER

WI-FI TIPS

• Make sure to exercise 
precaution where you 
put devices down.  
Don’t leave them 
unattended.

• Set secure passwords.
• Set your device to auto 

wipe after a specific 
number of login 
attempts in case it is 
lost.

• Bring your own 
charger for your 
device.

• Avoid using 
borrowed or public 
charging stations.

• Don’t use public 
Wi-Fi when 
accessing confidential 
information.

• Don’t allow your 
device to join 
unfamiliar Wi-Fi 
networks

• Be aware and disable 
Bluetooth pairing 
when not in use.

Client Reminder

Sonia Ernst
Manager of 

Trading & 
Operations

Change of street address

Change of email address

Change in job status

Change in marital status

Change in beneficiaries

Change in health status

Change in planned date of retirement

Purchase or sale of a home

Contact Us:  800-888-6468 |  info@ecabot.com

Please remember to keep us informed and up-to-date on any significant 
changes you may have in your personal/financial situation. Some 
important changes may include:

mailto:info%40ecabot.com?subject=
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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.

Copyright 2021-2022 Cabot Wealth Management, Inc.
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Rob and his wife 
Rachel vacationed 
in New Mexico 
at a Dude Ranch. 
Rob seen here 
ready to mount his 
horse. Giddy up!

Cabot Holiday Party

Top, left to right: Craig Goryl, Laura Krahn, Alex Castrichini, Santa (a.k.a. 
Jim Gasparello), Pat Creahan, Bo Tang, Tyler Swaim, Steve Davis, Greg 
Stevens, Tom Vautin. Bottom, left to right:  Taylor Haselgard, Rob Lutts, 
Sonia Ernst, Cathy Kirby, Steve Ross and Craig Cooper.

Electronic Recycling Day

Former Employee, Charlotte Teshko Visits

Ever wonder what happens to old technology equipment?  
What is considered junk to you or me 
because of being past its lifespan or no 
longer working, can often be reused or 
recycled.  Recycling applies to more 
than the bottles, paper, and plastics we 
regularly recycle in our homes.  The 
raw material in technology equipment is 
valuable and can be repurposed to make 
other products as well. When you reuse old devices, you are 
keeping them out of landfills which prevents e-waste.  This 
means that fewer raw materials are needed to be drawn from 
nature to create new devices. In November, Cabot recycled 
ten years worth of old computers, printers, and monitors. In 
order to make sure that all technology was securely destroyed, 
hard drives were removed and shredded on-site before the 
remaining materials were taken away to be recycled or 
refurbished into something new.

~Sonia Ernst, Manager of Trading and  OperationsLongtime 
friend and former 
secretary of Cabot, 
Charlotte Teshko 
with Rob Lutts while 
visiting Cabot.

Fun Fact: Charlotte 
was Rob’s very first 
secretary!

E
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Cabot 
Recycles!
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