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The Benefits of a Deep Bench
While I’m not a fan of either the New England  
Patriots or the Philadelphia Eagles, this year’s  
Super Bowl was still a terrific game to watch. As an  
independent observer, what was remarkable to me was 
not only the Eagles’ ability to emerge victorious over a 
highly-favored team, it was the fact that they won all of 
their playoff games plus the Super Bowl, without their 
starting quarterback. The takeaway here is that having 
a deep bench is critical to team success.

At our firm, depth is important to create a winning team 
for our clients, too.  We don’t want our clients to be 
dependent upon one person. With a firm of fifteen  
employees, each with varied backgrounds and roles, 
our clients have a deep bench of people, expertise, 
and experience to mitigate the financial challenges 
they face at every stage of their lives. 

Our fifteen employees, have over 250 years of financial and  
client service experience. Our certifications and designations include: 

• Accredited Investment Fiduciary (AIF®)

• CERTIFIED FINANCIAL PLANNER™ certification

• Certified Long Term Care Consultant® (CLTC®)

• Certified Public Accountant (CPA)

• Chartered Divorce Financial Analyst® (CDFA®)

• Retirement Income Certified Professional® (RICP®)

It is common for a new client of our firm to mention that their previous advisor 
was a one-person shop. We believe a well run business cannot expect one 
person to be an expert at everything. As our firm grows we will continue to hire 
team members with diverse backgrounds and diverse expertise.
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History Rhymes Again
In September, Equifax, one of three  
credit monitoring bureaus, reported a  
massive data breach that as we open 
our 1st quarter statements in the coming 
week, the agitation of the stock market 
will be palpable. This volatility is clearly 
evident in the daily fluctuations reported 
over the past month. Many economists and  
advisors search for its causes, but finding one  
unifying theory to explain the market’s  
behavior requires an Einsteinian intellect. 
Below is a single idea to explain some of 
the largest fluctuations.   

Last week, while speaking with my colleague 
Jim DeMartino, I was reminded of one of 
the human causes often overlooked when 
searching through economic data. To better 
understand the concept I’ve incuded three 
graphs: 

Volatility Index (VIX) over the past 5 months (11/2017 – 3/2018) 

Volatility Index (VIX)  11/2016 - 3/2017

Volatility Index (VIX)  11/2013 – 3/2014 

Remember back to last January? Skeptical news organizations brimmed 
with anxiety when President Trump replaced President Obama. In  
February, many of us nervously watched North Korea fire ballistic  
missiles into the Sea of Japan. Yet investment markets were benign.  
Why has the volatility increased much a year later? 

When my boys were younger, they sang a Sesame Street favorite: 
“One of these things is not like the other.” They would sing and look for 
patterns to find similarities. Review the graph of 2016-17 and of 2013-
14 below. Which one doesn’t fit the top pattern of the past 5 months?  
To me, comparing the charts of the past two years shows little similarity. 
(We compared 2015-16 and 2014-15 as well, but found they more 
similarly matched last year’s chart than what we saw this year.)

On February 3, 2014 Janet Yellen took over as Federal Reserve  
Chairwoman from Ben Bernanke.  Look at the spike on the graph below 
and compare it to a similar reaction (above) when Jerome Powell was 
handed the reigns on February 5, 2018.

To be fair, explaining outcomes is much easier than predicting them. 
But, the recent volatility reminds us how forcefully the markets react to 
changes in leadership at the Fed. Let’s hope Powell leads continuing the 
policies of Janet Yellen. 

Written by
Joshua Gottfried, 

CFP®, AIF® 

Co-Founder and 
Principal

November 2016 – March 2017

November 2017 - March 2018

November 2013 - March 2014 (extended through the end of March)

All indices are unmanaged and investors cannot actually invest directly into an index. Unlike investments, indices do not incur management fees, charges, or expenses.  
Past performance does not guarantee future results.
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Office Recognitions
We are pleased to announce that our Co-Founder and Principal, Matthew Somberg, AIF®, has been named 
to both the Barron’s list of America’s Top 1,200 Financial Advisors1 and Forbes’ Best-In-State Wealth  
Advisors2 list for 2018. 

On the Barron’s list Matt is ranked #15 out of 36 in Connecticut and #2 of 5 in Hartford County. The Barron’s Top 1,200 
is the magazine’s largest, most comprehensive annual ranking of advisors that the publication runs.

On the Forbes’ list Matt is ranked #12 out of 54 in Connecticut and #3 of 5 in Hartford County.  The Best-In-State Wealth 
Advisors list was published on Forbes.com.

“This recognition further displays the commitment this client-centric independent advisor has to helping investors plan 
and save for the future. We are pleased to see Matt recognized and are honored he has chosen Commonwealth to  
provide the industry-leading service and support his thriving business needs,” said Wayne Bloom, CEO of Commonwealth  
Financial Network®, Gottfried & Somberg’s Registered Investment Adviser–broker/dealer.

“To be ranked on both the Barron’s list of America’s Top 1,200 Financial Advisors and Forbes’ Best-In-State Wealth  
Advisors list for 2018 is a terrific recognition. Connecticut is filled with many financial advisors for investors to choose 
from and it is a wonderful honor to be ranked on both lists” said Matt.

Join us in congratulating Matt on his accomplishment!

KENNETH CONTE 
We are happy to welcome Kenneth Conte to our team!   

Ken maintains the Chartered Retirement Planning CounselorSM designation and joined us in 
October 2017 as a Paraplanner.  He has a diverse background in financial planning,  

risk management, and pension plans and will be working closely with Josh and his team.

1 - To compile its annual list, Barron’s, a leading financial publication, uses data provided by some of the nation’s most productive advisors. Barron’s takes a number 
of criteria(a) into account for this state-by-state ranking, including assets under management(b); revenues generated by advisors for their firms; quality of practices, 
which includes examination of regulatory records; and philanthropic work. Overall, 3,000 advisors were considered, and 1,200 (40 percent of candidates) were 
recognized. The list includes both Registered Investment Advisers and Investment Adviser Representatives; some states may include more advisors than others, in 
proportion to state populations. a) Investment performance is not a criterion.(b) Managed through Commonwealth. 2 - The 2018 ranking of the Forbes’ Best-in-State 
Wealth Advisorsc list was developed by SHOOK Research and is based on in-person and telephone due-diligence meetings to evaluate each advisor qualitatively 
and on a ranking algorithm that includes client retention, industry experience, review of compliance records, firm nominations, and quantitative criteria (including 
assets under management and revenue generated for their firms). Overall, 21,000 advisors were considered, and 2,213 (10.5 percent of candidates) were recog-
nized. The full methodologyd that Forbes developed in partnership with SHOOK Research is available at: https://www.forbes.com/sites/rjshook/2018/02/15/
forbes-best-in-state-wealth-advisors-methodology (c) Winners are organized and ranked by state. Some states may have more advisors than others. You are encouraged 
to conduct your own research to determine if the advisor is right for you. (d) Portfolio performance is not a criterion due to varying client objectives and lack of audited 
data. SHOOK does not receive a fee in exchange for rankings. 3 - For more information, please visit www.fivestarprofessional.com  Important note concerning all 
awards: The above recognitions and awards are not indicative of a wealth manager’s future performance. Your experience may vary.

Congratulations to Joshua Gottfried, Matthew Somberg, Daniel Heffernan 
and Kathleen Erickson for being named 2017 Five Star Wealth Managers3.

For Josh and Matt this is their sixth straight year receiving this award and the fourth straight year for Dan and Kathy.  
There were 2,218 Connecticut wealth managers considered for the award and 283 (13 percent of candidates) were 
named 2017 Five Star Wealth Managers. The selection is based on 10 objective eligibility and evaluation criteria, 
including a minimum of 5 years as an active credentialed financial professional, favorable regulatory and complaint 
history, accepts new clients, client retention rates, client assets administered, education, and professional designations. 
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Written by
Taylor King, CFP®

An Uncommon Approach: Values Based Financial Planning
We are fortunate to live in a time of incredible technological innovation. With the rise of Apple Pay 
and the not too distant promise of self-driving cars, it feels as if our lives are ever more convenient. In 
the financial planning industry, a number of robust tools have made it easier than ever to run hundreds 
of investment scenarios and determine the potential success or failure of a retirement income plan. It 
can be tempting to plug in the numbers and leave it at that, but this approach runs the risk of missing 
the most important element of any financial plan: the human element. 

The dollars and cents of a plan are only significant to the extent that they allow us to serve our values 
and fulfill our dreams. Boilerplate templates whitewash our unique goals. At a minimum, the numbers 
must work. But for many of our clients, once the numbers have been confirmed, their questions shift from, 
“Are we going to be okay?” to “What dreams do we have for ourselves, our family, or our community?” 

From a planning perspective, laying the groundwork to leave a significant a legacy to a child or 
beloved charity is dramatically different from planning to maximize retirement lifestyle. 

 Our philosophy has always been to listen well, and to do so often. Using this uncommon approach, we feel privileged to help 
our clients better align their financial lives with their unique values. 

Withdrawing Trust Income To Reduce Taxes     

Have you ever heard someone say “it’s your after-tax returns that really matter?”  It’s true.  Tax  
consequences are always important, especially if you own investments held in an Irrevocable Trust.  
In which case how you pay the taxes — or more accurately, who pays them — can significantly alter 
your bottom line.

An Irrevocable Trust typically has its own Tax ID, requiring you to file a separate tax return for your 
Trust each April, in addition to your own.  Tax rates for Trusts are steep.  Passage of the Tax Cuts & 
Jobs Act in December helped a tiny bit, but a Trust still enters the 37% tax bracket after only $12,500 
of taxable income.

The most common method of avoiding the dreaded 37% bracket is for the Trustee to withdraw all of 
that year’s taxable income in December, and distribute it to the Trust’s beneficiaries.  If you do that, 
the Trust won’t owe any income tax at all, and the tax liability will be shifted to the beneficiaries — 
beneficiaries who will almost always pay taxes at a much lower rate.  

In the fairly common case in which a surviving spouse or surviving child is both the Trustee and the beneficiary, this strategy 
becomes a virtual no-brainer.  After all, it’s the same person who’ll pay the income tax, either way.  For example, if Jack’s Trust 
has $20,000 of net taxable income in 2018, and Jack doesn’t withdraw any money from the Trust, then Jack (as the Trustee) 
will owe the IRS almost $5,800.  On the other hand, if Jack is in the 24% bracket on his personal return, and if Jack withdraws 
that same $20,000, then the Trust won’t owe any taxes at all and Jack (as the beneficiary) will owe just $4,800.  That’s a 
big difference. 

If you own an Irrevocable Trust, consulting with a qualified tax professional is essential.  So is keeping an eye on how much 
your Trust has earned in dividends and interest, as you approach year-end.  If you’d like to discuss this further at your next 
review, please let us know. 

Commonwealth Financial Network does not provide tax advice. Tax preparation services offered through Gottfried & Somberg 
are separate and unrelated to Commonwealth. 

Written by 
James DeMartino, 

CFP®
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Written by
Daniel Heffernan, 

RICP®

What is an Exchange Traded Fund?
Why have investors been piling money into Exchange Traded Funds (or “ETFs” as they are known) 
in recent years and what makes them different from other investments? The answer: they combine 
favorable traits of various investment vehicles such as individual stocks, actively managed mutual 
funds and index mutual funds. 
 
Diversification: 
Exchange traded funds – like mutual funds and index mutual funds – are a “basket” of tens, hundreds 
or sometimes thousands of stocks or bonds in a single fund. So for those investors who ever owned a 
mutual fund, owning an ETF will feel familiar as it has the same potential for diversification.  An  
investor looking to quickly gain portfolio exposure to specific sectors, styles, industries, or countries 
can do so in a diversified ETF without the expertise needed to pick individual securities in that area.  

Flexible Trading: 
In addition, ETF investing shares similarities with investing in individual stocks. For those investors who have ever traded an 
individual stock, the buying and selling of an ETF will feel very familiar as they are traded the same way. Like stocks, ETFs 
trade during the day and are bought and sold in real-time. This is generally seen as one of the advantages over mutual 
funds, which price only once after the markets close at 4:00 p.m. ET. These features may help ETF investors by increasing 
efficiency and flexibility when managing their portfolio. It’s important to note, however, that an ETF does not trade at net 
asset value. Much like stocks, they trade on major stock exchanges and their pricing will fluctuate throughout the day. ETFs 
may also have wide bid-ask spreads for thinly traded issues or in volatile environments. 

Lower Cost: 
ETFs have also benefited from price compression similar to that of a low cost indexed fund. For example, while low cost 
does not necessarily guarantee better returns, it can lead to fee savings within investors’ portfolios over an extended period 
of time. With ETF assets nearing $4.5 trillion as of the end of 2017 (according to data from State Street Global Advisors), 
they have become a popular investment choice for both retail and institutional investors alike. The investment world is  
constantly evolving; we see it as our job to stay on top of trends and innovations in the market place. While we believe  
this innovation is a net positive for investors, we realize that not all ETFs are created equal and carefully review the risks 
associated with all investments. Given these trends, if you’re considering ETF’s give us a call to see if we can help. 

An exchange-traded fund (ETF) is similar to a mutual fund that tracks a specific stock or bond index, such as the Barclays Capital 1–3 Year Treasury Index. Like stock investing, ETF 
investing involves principal risk—the chance that you won’t get all the money back that you originally invested. These products are also subject to market risk, the risks and liquidity 
of its underlying holdings, and secondary market price. Some investments are not suitable for all investors, and there is no guarantee that any investing goal will be met. Past 
performance is no guarantee of future results. Talk to your financial advisor before making any investing decisions Diversification does not assure a profit or protect against loss in 
declining markets, and diversification cannot guarantee that any objective or goal will be achieved. 

CT Children’s Medical 
Center was the big  

winner on the golf course,  
donations totaled  
over $10,000!

GIVE Back



Downsizing in Retirement – Should I Consider Renting?
In just about any metro area in the US, investors, developers and builders are trying to keep 
pace with the demand for multifamily housing, especially rental apartments. I started to think 
who is moving into apartments so I decided to delve into this further and found that there are two 
things that are driving the rental market –  population shifts and affordability.  Homeownership 
rates have been decreasing for years.  The decline is largely due to the downsizing of aging 
Baby Boomers, elevated housing prices in some high-population markets, and high student loan 
debt that prevents many younger buyers from saving enough to make a down payment.   
Therefore the profile of today’s renter has changed to include all age demographics with the 
surge in demand being driven mostly by households aged 45-64.

My focus today though is on the Baby Boomers.  Many are at a point in their lives where they 
no longer need that big house and are considering downsizing to a condo, a smaller house 

or perhaps renting. Many may argue that it is best to own a home in retirement instead of renting one but there are 
many exceptions.  For starters, renting can be flexible and a way to check out a new area before you buy or move to 
a place closer to family.  Another thing to consider is that while the equity in a home is considered an asset on paper 
that “wealth” is of little use until you sell your home.  By selling you free up this money that can be put into a savings 
account or other investment vehicle where it will be more readily accessible when you need it, for say, medical  
expenses or for that special trip you’ve been dreaming about.  

Owning a home is a major financial responsibility but it also means a substantial investment of your time to keep it 
properly maintained.  Renting allows you to pass these burdens onto the landlord.  The tradeoff is that you sacrifice 
some of your control for the sake of convenience.  When you are living in a property that someone else owns there 
are drawbacks - you are bound by their rules of what you can and cannot do, rents can go up in time as well as  
owners selling out from under the tenants.  As a tenant you also forgo any tax benefits afforded to homeowners. 

Retirement is meant to be enjoyed but stressing over your housing situation can tarnish your golden years.  Comparing 
the rent vs owning numbers can give you a feel for which option is the best fit financially and for your lifestyle.
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Written by 
Kathleen Erickson 

RICP®
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Our third straight year at FOODSHARE was a success; over 100 clients volunteered
more than 300 hours, processed over 32,000 pounds of food and donated $6,500.



New Tax Law Changes taking effect in 2018
Background 
President Donald Trump signed the Tax Cuts and Jobs Act of 2017 (TCJA) into law on  
December 22nd, 2017.  The TCJA changed various aspects of the Individual tax code for 
simplification for both the individual tax payer and the US Government.  The new tax laws also 
reduced corporate taxes from 35% to 21% in an effort to have businesses repatriate their funds 
back into the US economy.  These changes are set to expire in 2025, but when looking at  
what history has to tell us, the consensus is most of the changes to the individual tax codes  
will be made permanent in 2025.

What’s Changed? 
• Retirement Plan Contributions including 401k, 403b and 457 plans have increased  
to $18,500 for someone under age 50 and to $24,500 for someone age 50 and older.   
There is no change in Roth and IRA contributions

• Standardized Tax Deduction has increased to $24,000 for Joint filers and $12,000 for Single filers.

• Itemized Deductions limit the amount itemized for state and local income and property taxes to $10,000.

• Estate Tax Exemption base doubled from $5 million to $10 million indexed to inflation which means an individual  
could shelter up to $11.2 million from estate taxes and a couple $22.4 million.

• College Savings Plans (529 plans) now allow assets held with a 529 account to be withdrawn federally tax-free to pay  
for K-12 expenses, varies by state.

What does this all mean from a planning perspective? 
The majority of our clients are within a few years of retirement or already retired, so we need to be flexible in our planning 
and able to adapt to these changes.  This could mean taking advantage of some new opportunities or avoiding potential 
pitfalls that these public policy changes can create.  This is at the heart of why we meet with our clients on a regular  
basis to ensure we address how these changes could potentially impact their retirement/investment plans and then make 
any necessary adjustments at that time.

Written by 
Ryan Olschefskie
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We continued our House of Bread tradition in 2017 by volunteering at the
Soup Kitchen and donating Christmas morning joy for five families!



Contact Us

Securities and advisory services offered through Commonwealth Financial Network, Member FINRA/SIPC, a Registered Investment Adviser. 
Fixed insurance products and services offered by Gottfried & Somberg Wealth Management, LLC and CES Insurance Agency.

TELEPHONE: (860) 430-9104
FAX: (860) 430-9120

OFFICE LOCATIONS:
340 Hebron Avenue, Glastonbury, CT 06033
41 East Main Street, Avon, CT 06001
15 Chesterfield Road, East Lyme, CT 06333
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Joshua Gottfried, ext. 265
Co-Founder and Principal
jgottfried@gottfriedsomberg.com

James DeMartino, ext. 255
Wealth Advisor
jdemartino@gottfriedsomberg.com

Kim Skerry, ext. 214
Director of Operations
kskerry@gottfriedsomberg.com

Kathleen Erickson, ext. 206
Wealth Advisor
kerickson@gottfriedsomberg.com

Kathleen Centola, ext. 202
Marketing Director
kcentola@gottfriedsomberg.com

Ryan Olschefskie, ext. 211
Wealth Advisor
RyanO@gottfriedsomberg.com

Matthew Somberg, ext. 263
Co-Founder and Principal
somberg@gottfriedsomberg.com

Daniel Heffernan, ext. 203
Wealth Advisor
dheffernan@gottfriedsomberg.com

Nicholas Hogrefe, ext. 204
Research Analyst
nhogrefe@gottfriedsomberg.com

Lisa Cady, ext. 200
Client Service Associate
cady@gottfriedsomberg.com

Taylor King, ext. 218
Wealth Advisor
tking@gottfriedsomberg.com

Lisa Hurley, ext. 222
Chief Operations Officer
lhurley@gottfriedsomberg.com

Melinda Learned, ext. 207
Wealth Management Services Concierge
mlearned@gottfriedsomberg.com

Kenneth Conte, ext 220
Paraplanner
kconte@gottfriedsomberg.com


