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Importance of Diversification
Though the benefits of diversification are well known, most
of us don’t want to follow its main tenet: Purposely allocate
part of every portfolio into investments that haven’t done
well recently -- And this sometimes makes implementation
difficult.
The first surviving account recommending investment
diversification dates back to 1000 BCE in the book of
Ecclesiastics. More recently, Shakespeare’s Merchant of
Venice used it as a way to mitigate losses from any one
business endeavor, and in the past fifty years, six Nobel
prizes have been awarded for work showing its benefits.

Written by
Joshua Gottfried, CFP®, AIF®

For many of us, the theory makes sense, but there are hesitations to the application.
This is especially true when a trend, like good stock market performance, has been
experienced for
consecutive years.
The easiest way to
see the divergence
between theory and
practice is by tracking the flow of where
investments are being
allocated. Last year,
the S&P 500 posted
a 27% rate of return
on the heels of a 16%
return the previous
year. According to
Morningstar, investors’ allocation to stocks is as high as it’s been since 2007. Over the past ten years,
investors let their winners run instead of diversifying into lower performing investments.
When we oversee your investments, we are aware of this tendency to allow portfolios to creep toward what has done well lately. To lower its impact, we rebalance and
refine your investments on an ongoing basis as we monitor your portfolio. It’s rare
when the bible, Shakespeare and modern science agree on anything. While we tout
our 20 plus years of investment experience and think that helps maintain investment
discipline, our underlying investment philosophy dates back even further.
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. 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.
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The Cost of Not Keeping Up With Inflation
Inflation has been in the news quite a bit lately. With good reason. Inflation hasn’t been this
high since 1981. Yesterday I paid six dollars for a loaf of bread. Then I spent $52 for a tank
of gas. Wow.
But as unnerving as the recent inflation spike has been, the real threat is how inflation—and
the resultant ongoing erosion of purchasing power over time—impacts us severely over
multiple decades, not months.
The long-term effect is huge, even when inflation is more “normal” than it’s been lately.
Imagine, for example, that you’ve kept $200,000 in your checking account since January
1982, and that your checking account (like mine) doesn’t pay any interest. How much do
you think you could have bought with that at the beginning of 2022? The answer is—I hope
you’re sitting down—less than $75,000.

Written by
James DeMartino, CFP®

That’s a tremendous loss of purchasing power. And remember, inflation was relatively low over those 40 “normal”
years—January 1982 through December 2021—averaging only 2.494% per year.*
Now I’m not saying you shouldn’t keep a substantial amount of money in the bank. I think you should, whether it’s
earning any interest or not. I believe everyone should have a solid emergency fund. Life is filled with unexpected
events that no one saw coming. So, yes, keep $50,000 in the bank. But if you have $200,000 in the bank, and
if it’s not earning at least 3% or 4% each year, then keeping that much extra money in the bank might be the
self-inflicted equivalent of drilling a decent-sized hole in the bottom of your retirement boat.
*(The 4 decades from January 1982 through December 2021, by definition, do not include the recent jarring inflation spike in 2022, nor any of the
historic double-digit inflation, from the Ford, Carter and early Reagan years, that ended in late 1981.)
All inflation data cited above are courtesy of the U.S. Bureau of Labor Statistics: bls.gov/cpi

•
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2021 Give Back at FOODSHARE

2021 Give Back at House of Bread

In November 2021 over 40 clients volunteered with the
G&S team at the Foodshare warehouse in Bloomfield
and sorted more than 16,000 pounds of produce!

In December 2021 the G&S team worked at the soup
kitchen in Hartford, preparing and serving meals. We
also continued our tradition of being Santa’s elves for
two families at Christmas.

•
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Join us in congratulating Matt Somberg for being
honored in Barron’s Top 1,200 Financial Advisors for 2022
and Top 100 Independent Advisors for 2021

We are pleased to announce that Matthew Somberg, AIF®, Co-Founder and Principal, has been named as a Barron’s
Top 1,200 Advisor for 20221 and a Top 100 Independent Advisor for 20212. Matt was invited to speak
at two Barron’s conferences this spring; Barron’s Independent Summit in Louisville and Barron’s Top Teams Summit in
Nashville. Pictured above, Matt and the panel are discussing The Next Generation of Top Advisors.
“Recognition for myself or any of our advisors is really recognition for our entire firm. We all work so hard each day
to help our clients. It is a thrill and honor for us to continue to be recognized by Barron’s,” said Matt Somberg.

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 into account for this
state-by-state ranking, including assets under management; revenues generated by advisors for their firms; quality of practices, which includes examination of regulatory records; and philanthropic work.
Overall, 6,000 advisors were considered in 2022, and 1,200 (20 percent of candidates) were recognized. This list includes both Registered Investment Advisers and Investment Adviser Representatives;
some states may include more advisors than others, in proportion to state populations. For more information, please visit www.barrons.com/advisor/report/top-financial-advisors/1000.

To compile this Top 100 Independent Advisors annual list, Barron bases its ratings on a proprietary analysis of the following criteria1, including assets under management2; experience, which includes
a minimum of 7 years in the industry with at least 1 year with current firm, revenues generated by advisors for their firms; quality of practices, which includes examination of regulatory records; and
philanthropic work. Barron’s does not provide a count of eligible nominees for the award, citing their data as proprietary.

(2)

Investment performance is not a criterion.
Managed through Commonwealth.
*These awards are not indicative of the wealth manager’s future performance. Your experience may vary. Investment performance is not a criterion.
1
2
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International Investing
“Does investing overseas still make sense?”
As Europe enters a period of unrest not seen in decades, we are often asked, “Does investing
overseas still make sense?” When we reflect on the question, our minds immediately focus on
a few points that reinforce a core investment tenet of geographical diversification.

Written by
Mike Hannon

While past performance is not a reliable predictor of future performance, it is important to
reflect on the past as it provides insight to why international exposure has been beneficial over
the long-term. Since the 1970s, there have been 5 periods where international stocks have
outperformed U.S. stocks . During those periods, investors benefited from foreign stock exposure,
because it helped reduce wider portfolio swings and, therefore, risk.

Source: FactSet, MSCI, J.P. Morgan Asset Management. *Cycles of outperformance include a qualitative component to determine turning points in
leadership. Guide to the Markets – U.S. Data are as of December 31, 2021.

Since the 1970s, Globalization has resulted in the U.S. and the rest of the developed world become increasingly
interdependent. Each country must still confront their own set of unique circumstances, which affects their individual
economies. The global pandemic reinforced this as each country had to reflect on how they do business across borders
given supply chain disruptions. These disruptions resulted in several countries, such as France and Japan, offering
subsidies in hopes of bringing back manufacturing to its shores.
We do not know when foreign markets will see a resurgence relative to U.S. markets, or what that resurgence will look
like - or if the U.S. outperformance will simply continue. It is for these reasons, among others, that trying to time the
market is extremely risky (if not impossible) over the long-term. This brings us back to the core tenet of the importance
of diversification. As famed economist Harry Markowitz once said, “diversification is the only free lunch in investing.”
The main risks of international investing are currency fluctuations, differences in accounting methods; foreign taxation; economic, political or financial
instability; lack of timely or reliable information; or unfavorable political or legal developments. 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.
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Join us in congratulating Josh and Matt

Joshua Gottfried,
CFP®, AIF®

Joshua Gottfried, CFP® and Matthew Somberg, AIF®
Honored in Forbes’ Best-in-State
Wealth Advisors List for 2022

Matthew Somberg,
AIF®

We are pleased to announce that our Co-Founders and Principals, Joshua Gottfried, CFP® and Matthew Somberg, AIF®,
have been named to Forbes’ Best-in-State Wealth Advisors list for 2022. The list was published on April 7, 2022 on
Forbes.com.
According to Forbes’, a leading financial publication, the ranking reflects the top advisors across the country with a
minimum of seven years’ experience and is based on an algorithm of qualitative criteria, gained through telephone,
virtual and in-person due diligence interviews, and quantitative data. The professionals on the Forbes/Shook 2022
Best-In-State Wealth Advisors list have a proven record of guiding their clients through volatile markets.
“We are pleased to have been named to this prestigious list—a recognition that, to us, speaks to our firm’s commitment
to serving our clients,” said Joshua Gottfried, Co-Founder and Principal. “We are grateful for the trust our clients place in
us, and we remain committed to providing the guidance and support they need to achieve their unique financial goals.”
Data provided by SHOOK® Research, LLC., as of 6/30/21. Forbes Best-in-State Wealth Advisors ranking was developed by SHOOK Research and is based
on in-person, virtual, and telephone due diligence meetings to measure best practices; also considered are: client retention, industry experience, credentials,
review of compliance records, firm nominations; and quantitative criteria, such as: assets under management and revenue generated for their firms.
Investment performance is not a criterion because client objectives and risk tolerances vary, and advisors rarely have audited performance reports. Overall,
34,925 advisors were considered, and 6,585 (18.8 percent of candidates) were recognized. This recognition and the due-diligence process conducted are not
indicative of the advisor›s future performance. Your experience may vary. 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. SHOOK does not receive a fee in exchange for
rankings. The full methodology that Forbes developed in partnership with SHOOK Research is available here https://www.shookresearch.com/

•

Congratulations to our Team

•

Joshua Gottfried, CFP®, Matthew Somberg, AIF®,
Daniel Heffernan, RICP®, Kathleen Erickson, RICP®,
James DeMartino, CFP®, Steven Draczynski,
and James Newman, CFA, CFP® Named
2021 Five Star Wealth Managers
Join us in congratulating seven members of the G&S team who were named 2021 Five Star Wealth
Managers in the December 2021 issue of Connecticut Magazine. For Josh and Matt this is their
tenth straight year receiving this award, the eighth straight year for Dan and Kathy, the third year
for Jim (DeMartino) and the second year for Steve and Jim (Newman). There were 3,191
Connecticut area wealth managers considered for the award and 272 (9% of candidates) were
named 2021 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 investment adviser,
favorable regulatory and complaint history, accepts new clients, client retention rates, client assets
administered, education, and professional designations. In the end, Josh, Matt, Dan, Kathy,
Jim, Steve and Jim are all being recognized by the largest and most widely published wealth
manager award program in North America.1
1
No fee is paid to be included in the research or on the final list. The Five Star Wealth Manager award is administered by Crescendo Business Services, LLC
(dba Five Star Professional), The overall evaluation score reflects an average of all respondents and may not be representative of any one client’s evaluation.
The award is not indicative of the wealth manager’s future performance. For more information, please visit www.fivestarprofessional.com.
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Don’t Be Your Own Worst Enemy:
Time In The Market Vs. Timing The Market
I often hear clients ask, “Should we wait for the market to drop before investing?” or, “The market’s
down, should we sell and buy back in later?”. In most cases, the answer is “No!”. For long term
investors, attempting to time the market is never a good strategy. We have a good idea of return
expectations from markets over extended periods of time, however attempting to predict short term
swings in the market proves difficult for even the most experienced investors. Predicting when to buy
and sell can eat into returns over time, a costly mistake for investors.

Written by
Jake Alonzo

Understandably, sometimes our emotions cloud our judgement. A poor stretch of returns may compel
us to make drastic changes to “fix” what we believe is wrong. However, we may be shooting ourselves
in the foot for doing just that. For instance, if an investor bought the S&P 500 index at the beginning
of 2000, and did nothing for 20 years, they would have achieved an average annual return of 7.5%. If that same investor,
by attempting to time the market, missed only the 10 best performing days over that 20 year period, their average return
would have been reduced by over 50%. If they had instead missed the top 20 best performing days, they would have barely
achieved breaking even.
The message is simple in theory but difficult in practice: time in the market achieves more predictable returns than attempting
to time the market. Unless you have a crystal ball, nobody can predict the future. Sure, going to cash in anticipation of
volatility may “feel” good, but doing so is at the cost of long-term returns. Therefore, maintaining a disciplined approach
with clear, defined guidelines pertaining to when to buy and sell is crucial for investors who wish to optimize their returns over
the course of their lifetime.

Time in the market is more important than timing the market

Missing the best 10 days of the market from 2001-2020 resulted in less than half of the total returns of staying invested.

Source: https://www.optimizedportfolio.com/market-timing
This chart and example used are for illustrative purposes only. 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. Investments are subject to risk,
including the loss of principal.
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G&S Welcomes New Team Members
Please join us in welcoming four new team members; Monica Page,
David Mitchell, Kevin Blain and Sylvia Maieli
Monica Page joined our firm in January 2022 as Chief of Staff. As Chief of Staff, Monica focuses on
the administrative and operational logistics that keep Matthew Somberg’s team running efficiently. She
manages communications for his external relationships and activities, is the primary point of contact and
streamlines team workflow.
Monica graduated from University of Hartford with a master’s degree in Industrial and Organizational
Psychology. In her spare time, Monica loves to attend sporting events, travel, and spend time with her two
daughters, Morgan and Taylor. She is a native of Glastonbury where she resides today with her family.

David Mitchell, CFA a Chartered Financial Analyst charterholder joined our firm in January 2022 as
a Senior Investment Analyst on Matthew Somberg’s team. He is integral to the investment research and
selection process. David works closely with advisors to integrate our clients’ goals with their portfolios and
oversees the model portfolio management system.
David received his bachelor’s degree in economics from Cornell University where he played varsity
lacrosse. Following his collegiate career, he played lacrosse professionally in the National Lacrosse League
and Major League Lacrosse. He began in the financial services industry in 2007. A long-time Hartford
resident, David recently moved to Old Saybrook where he lives with his wife Amy. He grew up in Canada
and enjoys playing golf, hockey, and lacrosse in his spare time.

Kevin Blain joined our firm in February 2022 as a Senior Financial Planning Analyst on Josh Gottfried’s
team. With over ten years in the investment and banking industry, Kevin brings additional experience to our
team in portfolio management, financial planning, and client service.
Kevin graduated from Central Connecticut State University’s School of Business. Kevin and his wife live in
Southington. When not in the office, he enjoys spending time with friends and family, performing music,
cooking, and traveling with his wife, Chrisma Joyce.

Sylvia Maieli joined our firm in August 2021 as a Private Wealth Relationship Manager. Sylvia has over
10 years’ experience in banking, insurance and wealth management. Supporting the wealth advisors, she is
responsible for their clients’ new accounts, cashiering, servicing and scheduling. Sylvia graduated from the
University of Connecticut with a degree in Communications.
She resides in Bolton, CT with her husband, Silvio (yes, really!), and their daughters, Adriana & Amalia.
Sylvia enjoys cooking, discovering new foods, travel & culture, and family.

Our advisors post updates and perspectives regarding financial planning and the economy,
check out their Blog on the GSWM website at www.gottfriedsomberg.com/blog
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Joshua Gottfried, CFP®, AIF®
Co-Founder and Principal
ext. 265
jgottfried@gottfriedsomberg.com

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

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

Barbara Taylor
Financial Consultant
ext. 303
barbara@gottfriedsomberg.com

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

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

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

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

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

Steve Draczynski
Wealth Advisor
ext 415
steved@gottfriedsomberg.com

James Newman, CFA, CFP®
Wealth Advisor
ext. 221
jnewman@gottfriedsomberg.com

Michael Hannon
Wealth Advisor
ext. 220
mhannon@gottfriedsomberg.com

Magda Szarejko
Wealth Advisor
ext. 302
magda@gottfriedsomberg.com

Jacob Alonzo
Wealth Advisor
ext. 209
jalonzo@gottfriedsomberg.com

Nicholas Hogrefe, CFA, CFP®
Senior Investment Analyst
ext. 204
nhogrefe@gottfriedsomberg.com

Dave Mitchell, CFA
Senior Investment Analyst
ext. 213
dmitchell@gottfriedsomberg.com

Kevin Blain
Senior Financial Planning Analyst
ext. 215
kblain@gottfriedsomberg.com

Monica Page
Chief of Staff
ext. 208
mpage@gottfriedsomberg.com

Melissa Etheridge
Director of Operations
ext. 224
metheridge@gottfriedsomberg.com

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

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

Melinda Learned
Private Wealth Relationship Manager
ext. 207
mlearned@gottfriedsomberg.com

Rita Ferreri
Private Wealth Relationship Manager
ext. 301
rferreri@gottfriedsomberg.com

Sylvia Maieli
Private Wealth Relationship Manager
ext. 225
smaieli@gottfriedsomberg.com

www.gottfriedsomberg.com

TELEPHONE: (860) 430-9104

340 Hebron Avenue, Glastonbury, CT 06033
41 East Main Street, Avon, CT 06001
15 Chesterfield Road, Suite 205, East Lyme, CT 06333
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.

