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es, 1915 (MCMXV). We’ll come to
2015 momentarily and I think we’ll
find some significant similarities and
direction for your thinking going forward from
today. In 1915, the United States had not long
before fought the Spanish-American War over
Cuba and the wars with Mexico and Mexican
bandits to secure the land and borders of our
country. While this may sound like ancient
history, it is important to envision the instability
that those wars engendered in our populace
and our national economy. Worse, Europe
had fought a rehearsal war for WWI in Africa,
primarily between England and Germany, and
now that fighting had spread to the continent
of Europe in the First World War. Ships were
being sunk, commerce disrupted, countries
invaded and a general gripping fear of modern
weaponry, including poison gas, engulfed the
world. Oh, and yes, typhoid took hold in New
York and threatened to spread across the
country and there was a months-long locust
plague in Palestine causing starvation. There

was a railroad disaster in Scotland killing 226
and another in Ontario causing alarm over the
safety of mass transportation. So how would
you feel as an investor as 1915 is ushered in?
The Dow Jones Industrial Average (DJIA) fell
from its high of about 78 in 1914 to 53 in mid1915.1 That’s a 32 percent decline in value.
You might justifiably be cautious and expect
the worst for the economy.
Contrasted to all of that, the motion picture
industry was getting its start as was automobile
mass production. The boxing industry came
out of the barrooms and became a national
sport along with baseball going from sand lots
to ball parks. Both forms of entertainment
created much wealth in the production and sale
of its products. New methods and equipment
were transforming farming, creating a whole
new replicable industry and promising to
make the U.S. the “breadbasket to the world.”
Finance had also come out of the work bench
era by 1915 and created the economic engine
for the world, although that wasn’t immediately
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recognizable in 1915. But all of that did take
hold and the Dow Jones Industrial rose from
53 in mid-1915 to 381 in 1929, more than a
700 percent increase, in a 14-year period.
The story of 1929 goes on and is the topic for
another paper. As a point of reference, the
DJIA is over 17,000 at the time of this writing.
[Continues on page 3]

www.fragassoadvisors.com • 412-227-3200 • 1-800-900-4492 • fgi@fragassoadvisors.com

1

LIFE INSURANCE BASICS
Brianne King, AIF®
Manager of Financial Planning

L

ife insurance is an important aspect of
period of time and not a person’s whole life,
financial planning that should not be
term insurance costs less than permanent,
overlooked and should be reevaluated
when all other variables remain the same, and
as your life changes. While it may be an
can be a more economical choice for a family.
uncomfortable topic for some to discuss, not
When considering what type of insurance is
having the proper life insurance in place could
best for your family, it’s good to keep in mind
have a significant impact
some of the questions from
on your family’s financial
above.
“The foundation
future.
of life insurance
Just having a life insurance
is the recognition
While you surely hope your
policy is not enough. While
of the value of a
life insurance policy goes
you can never put a dollar
human life and
unused, at least for a very
value on a loved one’s life, it
the possibility of
long time, you still need to
is important to make sure your
consider what your family’s indemnification
life insurance is a sufficient
lives would be like if you
for the loss of that amount to protect your family
were no longer around.
in the unfortunate situation that
value.”
Some questions to ask
you are no longer here. It is
—F. C. Oviatt,
yourself are:
important to note that all types
Economic place of
insurance and its relation of life insurance are taxed
1
to society
• Will your loved one
very favorably by distributing
be able to retire at
the proceeds of the policy
the age you had planned?
income tax-free to the beneficiary. Factors to
• Maybe you just completed your dream
consider when trying to determine the amount
house. Who is going to pay the mortgage of insurance that is needed include income
on your home?
and savings of the person who is being insured
• Will your child be able to attend your
along with all the expenses you would like that
alma mater without the concern of taking
insurance to cover, taking into consideration
on excessive debt?
inflation.
• Do you want to be able to provide an
inheritance to your children?
At Fragasso Financial Advisors, we often assist
our valued clients in determining what type
All of these questions and more go into
and how much insurance a family may need.
determining the type and amount of life
We offer this guidance as part of a complete
insurance you need.
financial plan.
There are two basic types of life insurance term insurance and permanent insurance. Term
insurance is for a specified period of time while
permanent insurance is just that, permanent.
Because term insurance is for a specified

2

TERM VS. PERMANENT
INSURANCE:
WHICH SHOULD I USE
AND DOES IT REALLY
MATTER?
The short answer is YES.
The two scenarios outlined below
illustrate when it makes sense to
use one versus the other.
Q: Will your loved one be able to
retire at the age you had
planned?
A: Term Insurance. If you are 45
today and plan on retiring at age 65,
you need to replace the income that
would have been earned over the next
20 years, not over a lifetime.
Q: How can I provide an
inheritance to my children?
A: Permanent Insurance. By
purchasing a permanent insurance
policy you may lock in a level
inheritance for your children that they
will receive without having to pay
income tax on the money.

1. http://www.gallup.com/poll/168707/average-retirement-age-rises.aspx, April 2014
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[Cover story continued]
The insight to this is that the overly cautious
investor who felt intimidated by the cataclysmic
events of 1915 might not have overcome his
or her fear sufficiently to take advantage of
the rise. Of course, there are no guarantees
in investing and that investor might have gone
about it in the wrong way and destroyed value.
But the premise that unreasoned fear can
eliminate the opportunities that lie before us
remains valid.
So now as we come into 2015, what
similarities do we find? Technology, medicine,
entertainment, manufacturing, energy
production, educational systems reinvention,
transportation, channels of commerce and
many more evolving industries offer the
potential for growth and investment profits.
The future is clouded and never guaranteed.
But history proves it offers opportunities that
we should explore and from which we can
potentially benefit. Please make January 2015
your resolution month to seize the future. Talk
to us now to examine your financial life goals
and fashion a plan of action that considers your
needs, family responsibilities, time frame, tax
bracket and risk-tolerance level. We believe
that you will then be well positioned to seize
your future.
1. Dow Jones Industrial Average (1900 - Present
Monthly) StockCharts.com

From left: Bob Fragasso pictured with his wife, Janine,
and daughters, Kathy Fertig and Christine Robinette.
Photo credit: Whirl Magazine

BOB FRAGASSO
HONORED AS
‘MAN OF THE YEAR’
AT CIRCUS SAINTS
AND SINNERS ROAST

N

early 170 attendees joined
together at the Pittsburgh Rivers
Casino to honor Robert Fragasso
as he was named “2014 Man of the
Year” by the Pittsburgh chapter of the
Circus Saints and Sinners Club of
America. According to Leonard Saks,
the president of the Circus Saints
and Sinners Club, “Bob has been a
longtime and dedicated contributor
to local charities, which makes him a

Fragasso employees, Gregg Daily and
Bill Wolfe roast Bob Fragasso.

deserving recipient of this honor. He aligns
perfectly with two of our primary purposes:
promoting good fellowship and contributing
to worthy charities.” Bob took jabs from his
fraternity brothers, his daughters and his
employees on behalf of Animal Friends and
the Homeless Children’s Education Fund.
The charities were the recipients of more than
$10,000 resulting from proceeds from the
evening!

ANIMAL FRIENDS’ BLACK TIE & TAILS
Fragasso Financial Advisors is a proud
sponsor of Animal Friends’ annual Black Tie
and Tails celebration. This year the event was
held at their own Caryl Gluck Resource Center
in the North Hills. Nearly 600 guests partied
over two nights. Entertainment included music
by No Bad Ju Ju, The Doug Edgell Band and
the Joe Negri Quartet. Guests tried their luck
at great auctions and raffles, and of course

enjoyed plenty of time with the furry residents.
A record-breaking $530,000 was raised
in support of Animal Friends’ mission – to
ensure the well-being of companion animals,
while ending overpopulation, abuse and
unwarranted euthanasia. For more information
on Animal Friends and upcoming events, visit
thinkingoutsidethecage.org.

Above: Bob Fragasso with his wife, Janine.
Below: President, Daniel Dingus and Samantha Johns
Photo credit: Animal Friends
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HAPPY RETIREMENT!

C

Ray Amelio

ongratulations to Ray Amelio on his
retirement from Fragasso Financial
Advisors. Ray has been with Fragasso for nine
years. He led the marketing team for several
years and served in his current role as family
assets business development officer for the
last year. Ray has had a versatile career at
Fragasso and wore many hats, including as a
wonderful coworker and friend to so many.

GIVING BACK

T

his holiday season, the Fragasso team
chose to offer some special support
to a local charity, The Caring Place. Brent
Sutherland, a Fragasso portfolio manager, is
a regular volunteer of the organization. Brent
was moved by the importance of their mission
to support local families who have lost a loved
one. The Caring Place, located on Stanwix
Street, Downtown, provides programs for
grieving children and their families. Thousands
of families receive help each year. Among
these families are many that have lost a
member responsible for the financial stability
of the household, which may lead to financial
shortfalls over the holiday season.
According to the organization, one of the
biggest difficulties families face during the
season is putting a holiday meal on the
table. Because of this great need, Fragasso
created The Caring Tree. A tree decorated in
holiday tags was placed in a common area of
the office. Each tag had a note designating
a specific store where the families could
purchase their holiday meal. Employees who
chose to participate picked a tag off the tree
and purchased a gift card for the selected
store. Thanks to our generous employees,
over $1,000 was raised! The Caring Place
distributed the gift cards a week before the
holiday.
If you would like to learn more about the caring
place, please visit www.highmarkcaringplace.
org.
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Although we will all miss Ray, he has worked
hard his entire career and has earned the
opportunity to enjoy more time with his
wife, Paula, his children and grandchildren.
However, anyone who knows Ray can be
certain that he will not stay idle in retirement.
He plans on reigniting his human resources
consulting practice.

AWARDS

EVENTS

or the ninth time in the past 11 years,
Fragasso Financial Advisors has been
named one of the “Best Places to Work in
Western PA” by the Pittsburgh Business Times.

Nonprofit Seminar
otti Bechtol, fiduciary asset business
development officer at Fragasso Financial
Advisors, hosted a nonprofit strategy seminar,
“Working With Allied Professionals to Maximize
Gift Opportunities for Nonprofits” on Oct. 9 at
the Rivers Club.

F

As a firm, Fragasso was ranked No. 10 out of
93 small organizations (up to 50 employees)
in 2014. The employee satisfaction score for
those surveyed from Fragasso was 95.35 out
of 100.

EMPLOYEE NEWS

C

ongratulations to Christine Erimias on
her promotion to chief financial officer.
Christine is responsible for all facets of the
daily internal accounting and fiscal oversight of
the firm. She prepares the annual budget and
provides periodic analytical studies. Christine
is also responsible for payroll, benefits and
industry compliance for all employees.
Congratulations to Lisa Brignoni for her
promotion to assistant director of portfolio
management. Lisa is integral to the investment
management team by assisting with the
selection and analysis of various investment
securities using detailed fundamental analysis.
We welcome Robert Yelenovsky to our firm
as vice president, manager of Fragasso
Investment Advisors. As a financial advisor,
he will continue to work with a select number
of individual clients and company sponsored
retirement plans. Rob will work with Lil Moser,
his assistant manager, to ensure a quality
client experience for their clients. Rob joins us
with experience working as a financial advisor
specializing in business owner solutions,
retirement plan design, and implementation.

D

Fragasso Financial Advisors designed an
informative event, with the assistance of Metz
Lewis Brodman Must O’Keefe, Maher Duessel,
and The Pittsburgh Foundation. Bob Fragasso
spoke about the role of the financial advisor
in discussions of philanthropy; Larry S. Blair,
Esquire, member at Metz Lewis Brodman
Must O’Keefe, discussed gifting strategies;
and Elizabeth Krisher, vice president, CPA,
CGFM at Maher Duessel, presented on
maximizing gifting opportunities for nonprofits.
Additionally, Lindsay Aroesty, assistant director
of donor services and planned giving at The
Pittsburgh Foundation, discussed how The
Pittsburgh Foundation works with donors.
Fragasso Financial Advisors helps nonprofits
overcome challenges and meet their goals
for endowments, board-directed funds and
retirement plans.
Thirty people attended the event and a total
of $560 was donated to Treasure House
Fashions, chosen by our raffle winner Autumn
Edmiston of Edmiston Group. Presenters also
provided several gifts that were raffled off at
the end of the evening.
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PROFILES IN PROGRESS:
JOHN & LAURA BELUSCHAK
James Danko, AIF®
Vice President

J

ohn Beluschak began his relationship with
Fragasso Financial Advisors in a different
way than most clients. In 1988, John
played the role of teacher to Bob Fragasso. At
that time, Bob was a student in John’s Hapkido
class. As John would impart his martial arts
knowledge to Bob, Bob would in turn impart
his financial planning knowledge to John.
When their relationship began, John was
directing his own investment portfolio. Soon
after meeting Bob, he saw the value of working
with a financial advisor and became a client of
Fragasso Financial Advisors.
John grew up in Clairton, Pa. with an older
sister, Debbie, and a younger brother, Gregg,
who both still live in the area. John’s father
worked in the steel mill and his mother was a
homemaker. John’s father became ill when
John was still in high school, so John’s mother
began working in the mill to support the family.
John’s father passed away when John was just
a senior in high school.
John began training in Hapkido and Judo as
a young child. By age 15, he had earned his
black belt and was one the youngest students
in the country to achieve this distinction.
John refers to this as one of his proudest
accomplishments. As John recalls growing
up in the 1970s in Clairton, he says there was
plenty of economic inequity and racial tension
in the area. John had earned a reputation for
holding his own. It was that reputation that
attracted his earliest students seeking lessons

in self-defense techniques. John began
teaching these early students in the Clairton
woods. These first lessons would become the
stepping stones to a lifelong career.
Eventually John’s classes emerged from
the trees and moved to the McKeesport
YMCA. The instructor there could no longer
run his class and offered the slot to John.
John was a teenager at the time but had the
entrepreneurial drive to take over the class.
That eventually led John to lease a building in
Clairton at only 16 years old to open his first
school, The American Judo-Hapkido Institute of
Self Defense. While running the school, John
also taught classes at the Community College
of Allegheny County as well as at Duquesne
University. As John’s reputation grew, so did
his school and number of students. In the
early 1980s, John moved the school to a new
building in nearby Pleasant Hills. The school
flourished and soon John was again looking
for a larger building for his school. The search
took him full circle and back to his roots in
Clairton where he purchased a building in June
1988, which still houses the American JudoHapkido Institute.
John initially met his wife Laura in the early
1980s, but they did not become an item until
they were reintroduced in 1990 by a mutual
friend. At that time, Laura was a jewelry
manager working for Service Merchandise.
A short time later, Laura moved on to an
independent jewelry store and began studying

martial arts with John. John and Laura were
married in 2000 at a destination wedding in
Bermuda. Laura had continued her studies
of martial arts during their courtship and after
their marriage. Laura has since earned her
sixth degree black belt and manages their
second school in Waynesburg, Pa.
On June 18, 2014, John was promoted to the
rank of tenth degree black belt by the founder
of Hapkido, Do Ju Nim, Ji, Han Jae. John was
also given the title of Sun Sa Nim, which in
Korean means, “One who is risen and who is
master of masters and teacher of teachers.”
Ji, Han Jae also appointed John the head of
his own style of Martial Art, which is rooted in
the traditions of Hapkido but also draws upon
John’s background in Judo. John’s style was
named Sin Moo Yu Sool Kwan.
Together, John and Laura have taught
hundreds of students the martial arts of
Hapkido and Judo. In doing so, they have
given these students the ability to defend
themselves, but more importantly they have
imparted confidence, discipline and selfesteem to each of them. To John and Laura,
these virtues are just as important as the
physical training.
We are proud to count John and Laura among
our clients and friends.
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A YEAR OF DISCONNECT
Andrei Voicu, CFP®, AIF®
Chief Investment Officer

I

f you tuned in to business news at least once
over the last 12 months, you then likely know
the U.S. stock market has been regularly
hitting record highs. The image of an upward
swing has been repeated 39 times1 by news
outlets throughout the year.

2014 Equity Index Returns

Why then may some investors feel
underwhelmed when opening their statements?
There are two possible explanations. First is
that the words “record highs” may be mistaken
for record high returns. Record high returns are
not needed to reach record high levels in the
market. Only a small bump is required to reach
a new high if you are close enough to it.
The second and more likely reason for the
sense of disappointment investors may feel is
the disconnect among the different areas of the
market we have experienced this year. As of
Nov. 30, 2014 large U.S. stocks returned 14.0
percent.2 While that it is not the highest return
on record, it is still very respectable.
Aside from U.S. large stocks, 2014 has
not been a great year for equity investors.
Small U.S. stocks returned only 2.0 percent.3
Developed international equity markets lost
1.1 percent4, while emerging markets equities
gained 2.9 percent.5 Overall, hedge funds
were down 1.4 percent6 (all returns as of Nov.
30, 2014). A simple average of all of these
various areas produced a return of 3.3 percent
before taking into account any real world costs.
Unless strictly investing in large U.S. stocks,
investors’ returns have likely been significantly
lower than those of the S&P 500.

6

Asset Class Return

Source: Russell MSCI Bloomberg Standard & Poor’s Credit Suisse Barclays Capital NAREIT FactSet J P Morgan Management.
The “Asset Allocation” portfolio assumes the following weights: 25% in the S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5%
in the MSCI EME, 25% in the Barclays Capital Aggregate, 5% in the Barclays 1-3m Treasury, 5% in the CS/Tremont Equity Market Neutral
Index, 5% in the Bloomberg Commodity Index and 5% in the NAREIT Equity REIT Index. Balanced portfolio assumes annual rebalancing.
All data represents total return for stated period. Past performance is not indicative of future returns. Data are as of 9/30/14, except for
the CS/Tremont Equity Market Neutral Index, which reflects data through 8/31/14. “10-yrs” returns represent period of 1/1/04 – 12/31/13
showing both cumulative (Cum.) and annualized (Ann.) over the period. Guide to the Markets – U.S. Data are as of 9/30/14.
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Why not just invest in the S&P 500 stocks
then? While S&P 500 stocks performed
better than most other areas of the market
over the last two years, they are not always
leading the charts. Over time, diversification
may potentially reduce risk without sacrificing
return. As illustrated in the Asset Class Return
chart on page 6, an asset allocated portfolio
had a similar return to the S&P 500 over the
last 10 years, but with significantly fewer ups
and downs.
Some may say it was obvious that U.S. large
stocks were going to outperform this year
so why not shift all assets there? In reality
the correct predictions are only obvious after
the fact. Daniel Kahneman, a 2002 Nobel
Prize laureate in economics, argued that by
their very nature, all humans are subject to
various cognitive biases. These biases may
lead investors to make investment mistakes.
One of the most powerful biases is known in
behavioral finance as “hindsight bias” or the
belief “you knew it all along” when in fact you
did not.

2

3

Many international equity markets
are currently cheaper than U.S.
equities by many measures.

Weights in MSCI All Country World Index
% global market capitalization, float adjusted

Over time, market returns tend to
regress to the mean.
Investors chasing last year’s 		
winners risk getting whipsawed.

We believe broad diversification within
portfolios specifically customized to each
investor’s unique long term goals stands the
best chance to provide the appropriate balance
between risk and return.

Source: Standard & Poor’s, MSCI, FactSet, J.P. Morgan Asset
Management.
All return values are MSCI Gross Index (official) data. Chart is
for illustrative purposes only. Past performance is not indicative
of future results. Countries included in global correlations include
Argentina, South Africa, Japan, UK, Canada, France,
Germany, Italy, Australia, Austria, Brazil, China, Colombia,
Denmark, Finland, Hong Kong, India, Malaysia, Mexico,
Netherlands, New Zealand, Peru,Philippines, Portugal, Korea,
Spain, Taiwan, Thailand, Turkey, United States. Guide to the
Markets – U.S. Data as of 9/30/14.

Being aware of such biases does not eliminate
mistakes. However, investors can minimize
the impact of their mistakes on their wealth by
following a disciplined investment approach
that takes emotions out of decision making.
What will the Asset Class Return chart look
like at the end of 2015? Most market pundits
favor the U.S. as a place to invest. They make
very compelling arguments. Most pundits also
favored emerging markets a few very short
years ago. They also made very compelling
arguments at that time. Most pundits were
wrong about emerging markets. Will they be
right about U.S. stocks? Only time will tell.
Instead of looking to predict the unpredictable,
we recommend focusing on what we know.
As U.S.-based investors, we have a heavier
allocation to U.S. stocks than a truly passive
indexed portfolio would suggest (see Weights
in MSCI All Country World Index chart).
However, we will maintain allocation to all other
appropriate asset classes for the following
reasons:

1

Half of investable market 		
opportunities and 77 percent of the
world’s gross domestic product are
outside the United States.7

Source: MSCI, FactSet, J.P. Morgan Asset Management.
Note: Each valuation index shows an equally weighted composite of four metrics: price to forward earnings (Fwd. P/E), price to
current book (P/B), price to last 12 months’ cash flow (P/CF) and price to last 12 months’ dividends. Results are then normalized
using means and average variability over the last 10 years. The grey bars represent one standard deviation in variability relative to
that of the MSCI All Country World Index (ACWI). Guide to the Markets – U.S. Data are as of 9/30/14.

1- S&P 500
2- As measured by S&P 500
3- As measured by Russell 2000
4- As measured by MSCI EAFE
5- As measured by MSCI EM
6- As measured by DB Hedge Fund Index
7- Source International Monetary Fund: As of 12/31/2013 the U.S. GDP was $17.5 trillion, which represents 23 percent of the world’s total
GDP of $74.7 trillion.

www.fragassoadvisors.com • 412-227-3200 • 1-800-900-4492 • fgi@fragassoadvisors.com

7

PRESORTED
STANDARD
US POSTAGE
PAID
PITTSBURGH, PA
PERMIT NO. 1983

610 Smithfield Street
Suite 400
Pittsburgh, PA 15222

UPCOMING EVENT: STAY TUNED FOR A SAVE-THE-DATE FOR OUR SHREDDING PARTY!

FRAGASSO HOSTS
LPL FINANCIAL
CHIEF INVESTMENT
OFFICER,
BURT WHITE
On Nov. 13 Fragasso hosted an event for
clients featuring Burt White, LPL Financial’s
chief investment officer. Burt masterfully
delivered an informative and entertaining
presentation on the reasons for optimism
for the U.S. economy. The combination of
cheaper energy cost due to fracking extraction
technologies and a competitive labor force
are spurring a manufacturing renaissance
within our borders. Burt, Andrei Voicu, chief
investment officer and Bob Fragasso, chairman
and chief executive officer answered many
questions from the group of 185 attendees.
Watch fragassoadvisors.com for a follow-up
white paper that addresses some of the topics
covered that evening.

From left: Bob Fragasso, Burt White and
Andrei Voicu

Investment
advice offered through Fragasso Financial Advisors, a registered investment advisor.
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