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U.S. stocks had a volatile start to 2022, as investors
digested the potential for up to seven increases in
the target range of the federal funds rate by the U.S.
Federal Reserve, in an effort to stave off rising
inflation, which, as measured by the Consumer
Price Index, accelerated to 7.9% in February 2022,
the highest level since January 1982. Investors
faced additional worries about reduced economic
growth expectations as the Russia/Ukraine conflict
created the potential for significant, further
disruptions to supply chains, as well as spikes in
commodity prices, which could be key triggers of a
global economic recession.
The renewal of
lockdown conditions in parts of China, due to rising
COVID-19 cases, exacerbated those concerns.
In March, the U.S. unemployment rate dropped
another 0.2% to 3.6% while 431,000 workers were
added to payrolls. Gains were strong across all
sectors including manufacturing which increased
38,000 in both February and March. It is especially
heartening to note that the “U-6” unemployment
rate that includes part-time workers and marginally
attached workers has fallen to 6.9%, a level not seen
since the COVID pandemic began in January 2020.
As companies compete for a dwindling supply of
labor, the wage rate has continued to move higher.
Rising 0.4% in March, the average wage rate now
stands 5.6% higher than it was one year ago,
increasing the risk that a wage-price spiral may be in
the not-too-distant future.

domestic equity

Our Large Cap Intrinsic Value Equity strategy
returned -1.6%, after a volatile first quarter of 2022,
trailing the Russell 1000 Value return of -0.7%. For
the one-year trailing, our Large Cap Intrinsic Value
strategy has returned 14.2% compared to the 11.7%
return of the Russell 1000 Value. For the three-year
trailing our Strategy has outperformed, returning
18.2% compared to the Russell 1000 Value return of
13.0%. Higher interest rates weighed heavily on
Growth indices leading Value to outpace Growth by

more than +8% in the quarter. This was the first
time we’ve seen meaningful outperformance from
Value in a down quarter since the last Value cycle.
Value has been outperforming Growth in
international markets for over a year now, while
performance has been more mixed domestically.
Our U.S. Concentrated Growth Strategy (composite)
returned 2.88% for the month of March 2022, while
the Russell 1000 Growth Index returned 3.91%. For
the first quarter of 2022, the Strategy returned
-7.86%, while the benchmark has returned -9.04%.
Since inception (January 1, 1994), the Strategy has
compounded at 12.57% compared to the
benchmark return of 10.87%. During March 2022,
the Portfolio lagged the benchmark in large part
because it did not hold shares of Tesla Inc, for
valuation reasons. Tesla Inc's stock price climbed
23% during March 2022, as investors rewarded the
electric vehicle manufacturer in the wake of surging
oil prices. Sector allocation results were the biggest
driver of the Portfolio's benchmark-relative
outperformance in the first quarter of 2022, as the
Portfolio was overweight, for stock specific reasons,
in the Energy and Financials sectors, which
outperformed, as oil prices and interest rates
increased.
The Portfolio's benchmark-relative
performance also benefited from not holding, for
valuation reasons, stocks with large weightings in
the
Russell
1000
Growth
Index
that
underperformed.
For the quarter, our Small Company Equity Portfolio
returned -6.81%, outperforming the benchmark
Russell 2000 index return of -7.53%. For the oneyear trailing, our strategy returned 2.43%, again
outperforming the Russell 2000 index return of
-5.79%. Since inception (April 1, 2013), our strategy
has compounded at 12.59% compared to the
Russell 2000 index return of 10.47%.

international equity

In Global and Non-U.S. Value Equity,

stock

selection in the Industrials sector, driven by defense
contractors, contributed to relative performance for
the quarter, as did stock selection and a favorable
overweight in Energy. Our holdings in the sector
benefited from strong commodity prices. An
underweight and stock selection in the Information
Technology sector also contributed, as we avoided
expensive speculative growth stocks that sold off
sharply during the quarter. Stock selection in the
Utilities sector was the largest detractor from
relative performance for the quarter, with a major
European holding declining on concerns over the
potential for Russian gas supply disruption, as was
stock selection in the Materials sector.
In International and Global Plus Equity, our
strategies faced headwinds during the first quarter
of 2022. Many of our Information Technology
holdings had a negative impact on relative
performance across most portfolios, largely driven
by stock-specific concerns among our e-commerce
solutions providers coupled with the significant
selloff of tech and tech-adjected companies in the
first part of the year. Health Care holdings –
particularly those among the biotechnology industry
– faced headwinds during the period due to
industry-wide headwinds and stock specific issues.
For the five-year trailing, our EAFE Plus Equity
composite has compounded at 11.14% compared to
the 6.72% return of the MSCI EAFE – Net Returns
Index and the 8.94% return of the MSCI EAFE
Growth – Net Returns Index.

Fixed Income

In the Fixed Income market arena, the U.S. Treasury
yield curve, which was already assessing the size
and timing of rate hikes, took on added volatility in
the first quarter. Risk on - Risk off periods ensued as
the war unfolded. Hope of a quick truce faded as
the weeks went by. Yields rose significantly during
the quarter as strong GDP growth in the fourth
quarter combined with surging inflation pressured
prices the entire quarter. Policy is now transitioning
from stimulative fiscal and monetary policy to

higher short-term rates and reducing the Federal
Reserve’s bloated balance sheet. Expectations of
short-term rates reaching 2.50% to 3.00% by
yearend crushed bond prices. Yields increased from
70 to 160 bps across maturities from two to ten
years. Two-year Treasury yields rose 158 bps to
2.31% while ten-year yields rose 81 bps to 2.33%,
flattening the yield curve. The 2- to 10-year yield
spread narrowed 77 bps, ending the quarter at only
2 basis points.
Our High Yield Fixed Income strategy returned
-4.49% on a gross basis, outperforming the
Bloomberg U.S. Corporate High Yield Index return of
-4.84% for the first quarter of 2022. Volatility and
bearish sentiment featured prominently in the prior
period. Multiple markets saw historic moves and
weakness, ex-commodities, was relentless through
the majority of 1Q22. High Yield entered the year
vulnerable to negative catalysts due to rich
valuations. The Federal Reserve (“Fed”), seemingly
admitting in early January that it was behind the
curve, provided the initial catalyst. The Biden
Administration’s unusual and repeated releases of
intelligence detailing Russia’s intentions vis-à-vis
Ukraine well ahead of the invasion weighed on risk
assets. In an increasingly uncertain environment,
our prior under risked positioning was maintained.
Exposure was added to the out of favor Cable
Satellite sector, while two large Food/Beverage
holdings were reduced as each had reached
Investment Grade levels.

Thank You

We would like to thank the West Virginia Laborers
Pension Trust Fund for additional contributions to
Sierra’s EAFE Plus Equity (International Equity)
commingled fund and the Marble, Tile and Terrazzo
Workers Pension Fund for additional contributions
to Sierra’s High Yield Fixed Income commingled
fund.
We at Sierra Investment Partners, Inc., value each of
our Taft-Hartley Fund clients and are grateful for the
opportunity to manage a portion of your assets.
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