
Dear Friends, 

The pandemic challenged our entire planet in early 2020 in a way we 
have never seen before. Now we are in the midst of a new challenge, 
Russia's invasion of Ukraine and Russia looking like an “out of 
control” country that wants to deny all global conventions of peace 
and sovereignty. This certainly was not anticipated and there is no 
traditional path for this type of situation. However, what we can be 
assured of, is uncertainty for at least the next several months.  There is 
an old expression on Wall Street that stocks climb a “wall of worry”. 
What is a “wall of worry?” It is a list of challenging factors for markets 
and economies stacked on top of each other.  

Today's current worries are:

● Inflation is exploding and interest rates are rising at a rapid pace 
● Oil prices are going through the roof 
● Companies are having a hard time hiring with rising wages
● Many are expecting the global economy to enter a recession in the coming years
● The Federal Reserve is ending its accommodative policy and will be hiking rates fast
● Government debt levels are the highest they have ever been 
● Stock prices are elevated since interest rates have been on the floor for years
● War in Europe is threatening to destabilize the global economy

These are just a few of the things to worry about. What factors are on the positive side? There 
are many! Innovation is rapidly and positively impacting many industries. Costs are being 
reduced, productivity is rising and many companies are reporting strong profits. In addition, 
both consumers and companies’ balance sheets are very strong. 

Lastly, there are many sectors of our economy that are very healthy today and growing rapidly.
Bottom line: today the “wall of worry” is high. We expect markets will perform as they 
usually do and climb higher as this formidable high wall is gradually reduced.

Robert T. Lutts
Founder and President
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Thank you for your continued confidence. We are very appreciative of the opportunity to 
watch over and help you manage your family’s wealth.

WALL OF WORRY

The key to remember with the “wall of worry” is that 
when the items on the wall are resolved or solved 
the market advances. So a higher wall is a greater 

opportunity for market advancement.
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Review of Equity Markets

INDEX QTR
Return

1 YEAR
Return

3Y ANN 
Return

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

US EQUITIES

Dow Jones Industrial Average -4.1% 7.1% 12.6% 13.4% US Large Cap Stocks (30 select large US corporations)

S&P 500 Index -4.6% 15.6% 18.9% 16.0% US Large Cap Stocks (Largest 500)

Russell 1000 Index -5.1% 13.3% 18.7% 15.8% US Large Cap Stocks (Largest 1000)

Russell 2000 Index -7.5% -5.8% 11.7% 9.7% US Small Cap Stocks (2000 small public companies)

GLOBAL EQUITIES

MSCI All Country World Index -5.4% 7.3% 13.7% 11.6% Combination of major global markets: United States, Foreign 
Developed, and Emerging Markets

MSCI EAFE 
(Europe, Australia, Far East) -5.9% 1.2% 7.8% 6.7% Large and mid-sized companies in mature foreign markets like Japan, 

Europe, Australia, etc.

MSCI Emerging Markets -7.0% -11.4% 4.9% 6.0% Large and mid-sized companies in developing economies like China, 
India, Brazil, Russia, South Africa, etc.

MSCI Frontier Markets -7.9% 9.4% 7.3% 6.0% 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 -4.7% -4.4% 1.2% 1.7% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s 
US Aggregate Bonds -5.9% -4.2% 1.7% 2.1% US Bond Market: government, corporate, and mortgage bonds

Bloomberg Barclay’s
US High Yield -4.8% -0.7% 4.6% 4.7% Higher risk, higher yield "junk" bonds

“ALTERNATIVE” ASSETS

GOLD, Dollars/Oz. 5.9% 13.5% 14.4% 9.2% Gold bullion

NYSE Arca Gold Miners Index 20.1% 21.4% 21.7% 12.8% Companies that mine precious metals

Crude Oil, Dollars/Barrel 33.3% 69.5% 18.6% 14.7% The price of a barrel of oil

Bloomberg Commodity Index 25.5% 49.1% 15.3% 7.8% Commodities like Gold, Copper, Natural Gas, Corn, etc.

Dow Jones REIT Index -5.3% 23.5% 11.8% 10.7% An index of Real Estate Investment Trusts

Alerian MLP Infrastructure 
Index 19.2% 37.8% 1.3% -1.2% MLPs: Energy infrastructure assets such as pipelines

ASSET CLASS UPDATE 
    1st Quarter = 1/1/22 to 3/31/22; YTD = 12/31/21 to 3/31/22; 1 Year Return = 3/31/21/ to 3/31/22

Craig Goryl, 
CFA®

Chief Investment 
Officer and Senior 
Portfolio Manager

Equity markets were volatile in the first quarter of 2022. Stocks around the world sold off sharply in 
January and February amid the dual specter of war in eastern Europe and a tighter monetary policy in the 
U.S. Both of those things did come to fruition, yet the market rallied in March, relieved that the tightening 
would be gradual, and the war would likely be contained to Ukraine. The coordinated global response 
to Russia’s aggression was encouraging, in light of rising nationalism and geopolitical division in recent 
years among allied democracies and NATO members. This unpleasant surprise to Putin was a pleasant one 
for markets.
On the monetary policy front, the Federal Reserve is walking a tightrope. They need to rein in inflation, 
which is running above 7% after a decade in the 0-3% range. The only tool they have for that is higher 
interest rates, which will dampen demand for goods and services. However, a lot of inflation we see today is 
not a problem of demand, but rather supply. Geopolitical strife in Ukraine and lingering Covid shutdowns 
in China are causing shortages in items ranging from fossil fuels and wheat to semiconductors. Raising 
interest rates too far risks tipping us into recession, without solving the supply-driven price spikes. In other 
words, the Federal Reserve’s tools are blunt but the problems they need to solve are delicate and complex.
Fortunately, the people and companies that make up the U.S. economy are resilient. Consumers’ savings 
are elevated, and corporate profit forecasts remain steady on average. Energy shocks are not the danger 
they once were to the U.S. since we are a producer and consumer of fossil fuels in roughly equal amounts. 
All this may help the Fed engineer the “soft landing” that it and equity markets are hoping for.



ESG Corner - The "S" in ESG

New
WHITEPAPER

Read the latest white paper: Renewable Energy by Bo Tang on our website at:
https://www.ecabot.com/cabot-white-papers

In this whitepaper Bo Tang talks about a bright promising future for the energy industry. Bo 
discusses the technology and ability to control our energy future and the need to find the will and 
wherewithal to make it happen. Read more about renenwable energy in our latest whitepaper.

Craig Goryl, 
CFA®

Chief Investment 
Officer and Senior 
Portfolio Manager

Bo Tang, CFA®

Research Analyst

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 examine the “S” in ESG: Social. This might be the “squishiest” 
category in ESG. That is, the hardest category to define and quantify. It invites 
skepticism and cynicism, and it is easy to dismiss… until it is not. 

This category relates to non-owner stakeholders like employees, suppliers, and 
customers. Companies with poor employer relations find themselves struggling 
when the labor market gets tight (Amazon and Vail Resorts are familiar names 
facing labor problems today). Companies who chose suppliers based on 
rock-bottom cost and not resilience found themselves without products to sell 
during the pandemic. 

Finally, there is possibly no better intangible business asset than customer 
loyalty. However, that is easily squandered with careless service, customer data 
mismanagement, or misleading advertising that tempt shortcuts and separate 
good companies from the bad.

https://www.ecabot.com/cabot-white-papers
http://www.ecabot.com/cabot-white-papers


2022: Bad Start for Bonds

It was a bad start to the year for bonds. In fact, it was a historically tough quarter for the asset class long 
touted as a “safe haven.” The Bloomberg U.S. Aggregate Bond Index (“The Agg”) returned -5.93%, 

marking the most significant quarterly loss since 1980. The Intermediate Agg, a similar index that tracks 
bonds with maturities less than ten years, returned -4.51%. Finally, the safest of safe havens, municipal 
bonds, were comparably bad with a -5.46% return (Bloomberg MM Short/Intermediate Index). Bond 
repricing occurred so quickly that fixed-income investors have had little time to capture any yield.

In our most recent quarterly publication, I wrote, “In 2022, expect a reintroduction of risk into fixed-income 
markets as the benefits of unlimited liquidity begins to dissipate.” It wasn't easy to foresee how big an 

understatement that would be. It's not unusual for risk assets to take the escalator up and the elevator down 
because the risks you don't know are difficult to price, but the risks you know for sure can reprice instantly.

Some risks have become a reality. Inflation has reared its ugly head and any hopes that it will quickly 
work itself out are gone. Some aspects of inflation will undoubtedly come back down to earth, but 

there is plenty left to worry about. The Federal Reserve has continuously preached that it will use its tools 
to fight inflation. The primary tool they have to fight inflation is to raise short-term interest rates, and the 
time for action has been rapidly approaching. Fixed-income investors have caught on by selling shorter-
term bonds to reflect that interest rates are about to be higher a lot sooner than initially expected. That swift 
realization by investors was the driving force behind the selloff in bonds. 

Policymakers have an arduous task ahead. A complex situation has been made more complicated by war 
in Ukraine, sky-high oil prices, a shrinking workforce, and a range of other issues. Lessons from the 

past can help inform decisions. However, I would argue that the Fed finds itself in truly original territory. 
The ensuing few years will test the Fed's independence as they grapple with tough choices that may be 
unpopular, especially with politicians.

We have maintained a cautious fixed-income allocation, especially regarding duration, in the backdrop 
of historically-low interest rates. Investors who chased a tad extra yield from lower credit quality 

and longer duration bonds felt it the worst in the first quarter. Our conservative stance has not changed 
with higher yields. After all, interest rates are by no means high. Our research leads us to the fixed-income 
securities with the most compelling returns available while prioritizing the low-risk nature of our bond 
allocation. 

As the Fed unwinds its bond purchasing program, it will be imperative to properly underwrite each 
investment risk to safely navigate the uncertain times ahead.

Our research leads us to the 
fixed-income securities with the most 

compelling returns available while 
prioritizing the low-risk nature of our 

bond allocation.

Pat Creahan, 
CFA®, CAIA®

Portfolio Manager



Rob Lutts
Founder and 

President

Debt Levels Are Elevated
Can We Manage This Growing Pile of Obligations?
Of the eight items that I listed on page one of this report, the one I worry about the most is debt levels.  
I have been managing money since 1983, and I have consistently observed our government leaders 
annually spending more than they take in, thus creating an annual deficit. 

Today, most think nothing of spending $1 Trillion more than the U.S. takes in. The result? The U.S. now 
has a $27 Trillion deficit that annually costs more and more to service. At just 3.0% per year, this debt 
costs $800 Billion a year to service.  However, if rates return to a higher level as we have seen in the past 
(say 5.0%) then we will have to pay $1.35 Trillion per year just to service the debt.

You can see on this chart above that back in 2003 our economy 
as measured by GDP was 30%-40% larger than our debt. Today 
our government debt is substantially larger than our economic 
GDP ($23 Trillion) and it is six times larger than our annual 
federal government spending of approximately $4.5 Trillion. 

What is disappointing is that in both 2020 and 2021 we had 
deficits exceeding 15% of our annual budget (these were 
unusual events during pandemic years). In those two years 
alone, we added close to $7 trillion to our total deficit. Unless 
we rein in our spending and start balancing our budget, we 
can expect to experience much higher levels of inflation and 
interest rates.



A Case Study on Innovative Companies 
Here at Cabot Wealth Management, we look for the leaders of tomorrow who will create innovations 
that will add value for shareholders and society. Often these innovations come at the cross-section of 
advancements in technology and poorly serviced end markets. This creates great opportunities for 
disruption by companies that truly understand the pain points of consumers. Insulet Corp (PODD) 
truly embodies that concept, and we feel it could improve the quality of life for many diabetes patients.

Today, nearly one out of every ten Americans has diabetes and more than 415 Million have the disease 
globally. More traditional methods of managing the disease require frequent measurement of blood 
glucose levels, multiple bolus calculations a day, and frequent insulin injections to help manage blood 
glucose levels. The risk of a diabetic attack (ketoacidosis) can have severe consequences. Longer-term 
mismanagement of diabetes can lead to an increased risk of heart disease, kidney disease, and a whole 
host of other serious health issues. 

Type 1 diabetes (once known as juvenile diabetes or insulin-dependent diabetes, is a chronic condition 
in which the pancreas produces little or no insulin) can present itself at very early ages which makes 
managing this disease even more difficult. In fact, Insulet was founded back in 2000 when the co-
founder John Brooks III’s son was diagnosed with type 1 diabetes at the age of three. The firm developed 
disposable pods with tools that could help ease the burden of the disease. Their pods were successful 
but did not become a preferred treatment option for most patients until now.

The recent advancement of constant glucose monitoring (“CGM”), from companies like Dexcom & 
Abbott, enables accurate, timely, and continuous data on glucose levels. This combined with trends 
in interconnected devices (“IoT”), has enabled Insulet to release the first-ever disposable closed-loop 
system in the OmniPod5. We feel it could be a step forward in care for many in this patient population, 
as this effectively creates an artificial pancreas. Patients using their device will no longer need to 
constantly manage their disease beyond replacing their pod every few days. While Insulet isn’t the 
first company to create a closed-loop system, they are the first to offer it with disposable pods. This 
delivery method allows greater ease of access with no large up-front cost. In addition, the out-of-pocket 
cost with insurance is the same as traditional diabetes management methods but with much greater 
convenience. 

Source:  https://www.omnipod.com/what-is-omnipod/omnipod-5

Medical Information. The contents of this article relating to diabletes and the treatment of diabetes type 1 is for general 
purposes only and is not meant to be a substitue for advice provided by a doctor or other qualified health care professional.

Taylor 
Haselgard
Assistant 
Portfolio Manager

https://www.omnipod.com/what-is-omnipod/omnipod-5


The information provided is for illustrative purposes only and is not meant to represent the performance of any particular 
investment. Systematic investing does not guarantee a profit and does not protect against loss in declining markets. Systematic 
investing involves continuous investing so investors should consider their ability to make periodic payments in all market 
environments. Investing involves risk including the loss of your entire principal.

Strategy 1: Systematically invest $1,000 per month every month for a year regardless of share price

Strategy 2: Invest $12,000 in a lump sum at the beginning of the year

Source:  Blackrock Investments, LLC, member FINRA. From Strategies for volatile markets pdf. 

Investing in a Challenging Market

Alex Castrichini 
Wealth Advisor

The first quarter of 2022 has seen a return of volatility, both in equity and fixed-income markets. For many, 
investing new cash as the market declines can be a daunting proposition. Some may ask: Why invest my 
hard-earned dollars into a declining market? A fair question to be sure, but for those consistently adding 
to their portfolios there can be some advantages. 

The concept of dollar-cost averaging is a strategy in which one consistently invests a specific amount 
regardless of what the market is doing. This strategy has the advantage of potentially purchasing securities 
at a discount, ultimately giving the opportunity for better long-term results as the market recovers. 

The illustration below compares dollar-cost averaging in Strategy 1 (the orange bars) to investing a lump 
sum in Strategy 2 (the yellow bars). In both scenarios, $12,000 is invested in a hypothetical security. 
By consistently investing $1,000 a month (Strategy 1) rather than $12,000 at the beginning of the year 
(Strategy 2), the investor can take advantage of buying shares as they dip in the middle of the year. As 
a result, at the end of the year the dollar-cost-averaging investor acquired a greater number of shares at 
a lower price. While investing in a turbulent market is never easy, staying consistent can pay dividends 
as markets recover. 



Cabot Wealth Management recently helped sponsor the 
Black Cat 10 and 20 Miler Road Race put on by B&S Event 
Management to benefit the Salem Food Pantry. 

September 15th

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

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.

SAVE the Date Cabot Sponsorship

Cabot Educational Series Webinar
Tell a friend about Cabot Wealth Management's next webinar: 
“Investment Strategies for a Volatile World.” Rob Lutts and Craig Goryl will discuss 
important investment strategies to consider when faced with challenging times. 

Thursday, May 19 at 12:00 noon

You can register on our website at: www.eCabot.com/events

While you are there, check out our weekly blog! www.ecabot.com/blog

Save the date for our annual conference:

 An Evening Event 
with the Cabot Team

The event will be held in person at the Hawthorne 
Hotel in Salem, Massachusetts, one of the North 
Shore’s most historic hotels. Presentations will 
focus on current economic events and relevant 

wealth management topics. 

Thursday, September 15th
6:00 PM to 9:00 PM

For more information or to RSVP:
Call 800-888-6468 or email us at:

info@ecabot.com

Save 
the 

Date
The Salem Food Pantry has distributed food in Salem since 
1991. Their pantry has grown its capacity in recent years 
especially during the Covid-19 pandemic to address Salem 
resident's food insecurity through a mobile market and new 
emergency grocery assistance program. On average they 
deliver an estimated 62,500 meals a month.
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