
market review
U.S. stocks, as measured by the S&P 500 Index, have
recorded the worst six-month start to a year since
1970, as their downward trend continued in June
2022, with the S&P 500 Index declining by -8.25%.
The S&P 500 Index returned -16.10% for the second
quarter of 2022, and has returned -19.96% year-to-
date. Equities have struggled, as the Federal
Reserve has aggressively raised interest rates to
combat persistent inflation, which reached levels
not seen since 1981 during the second quarter of
2022. The Federal Reserve also announced plans to
continue rapidly raising rates during 2022, even at
the risk of recession. That news further heightened
investors’ concerns over the outlook for U.S. stocks.

During the second quarter of 2022, global equity
markets tumbled by double digits, confirming an
end to the recent bull market. When added to the
selloff in the first quarter, global markets were down
20% for the year to date, one of the worst calendar
year starts for equity markets in some 30 years, as
measured by the MSCI World Index in USD.
Continuing a trend that started early in the year,
growth stocks significantly underperformed value
stocks in the second quarter, finishing the first half
of 2022 down almost 30%, as measured by the
MSCI World Growth Index in USD. All sectors of the
market were in negative territory for the quarter.
Value-heavy sectors such as Energy and Financials
held up better than their peers, but they also ended
up in negative territory.

domestic equity
Markets continued to retreat in June to close out
one of the worst starts to a calendar year for the
S&P 500 on record. Growth indices bore most of
the brunt due to higher rates and inflation. Year-to-
date, our Large Cap Intrinsic Value Equity strategy is
outperforming the S&P 500 while lagging the
Russell 1000 Value index. Leadership has taken a
more defensive tone in recent months with Staples,
Utilities and Health Care outperforming as
recessionary fears favor these groups. Staples and

Utilities don’t look terribly attractive on our work;
however, we have been adding to Health Care in
recent months.

Our U.S. Concentrated Growth Strategy (composite)
returned -17.68% for the second quarter of 2022,
while the Russell 1000 Growth Index returned
-20.92%. Year-to-date, our Strategy has returned
-24.15%, while the benchmark Russell 1000 Growth
has returned -28.07%. However, since inception,
(January 1, 1994), our strategy has compounded at
11.69%, compared to the Russell 1000 Growth
Index return of 9.86%. During the second quarter of
2022, the largest driver of the Portfolio's relative
outperformance was the underweight in stocks with
the highest price-to-earnings ratios in the Russell
1000 Growth Index, and a corresponding
overweight in stocks with lower valuations. High
price-to-earnings-ratio stocks plummeted during the
second quarter of 2022, as interest rates (and the
cost of capital) rose, and investors shifted their
attention from future growth to current
fundamentals.

For the quarter, our Small Company Equity Portfolio
returned -15.2% compared to the -17.2% return of
the Russell 2000. Year-to-date, the portfolio has
returned -21.0% compared to the Russell 2000
return of -23.4%. For the small cap Russell 2000
index, April was a challenging month, with a decline
of 9.9%; May was essentially flat with a 0.2% return;
and then markets weakened again in June with an
8.2% decline. The second quarter was the worst for
the Russell 2000 since 1979, and the year-to-date
decline of 23.4% was the worst first half since 1973.
On a positive note, in the ten previous most
challenging first two quarters of the year, the
average return over the balance of the year was
12%.

international equity
In Global and Non-U.S. Value Equity, our
Select Non-U.S. Equity Composite (net) was 170 bps
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ahead of its benchmark, the MSCI All Country World
ex-U.S. Index-NR, for the quarter and 488 bps ahead
of its benchmark year-to-date. On a trailing 1-yr
basis, our Select Non-U.S. Equity Composite (net)
was 357 bps ahead of its benchmark. Both year-to-
date and quarterly performance have been led by
strong stock selection in Industrials and
Communications Services and a combination of
strong stock selection and favorable allocations in
Energy (overweight) and Information Technology
(underweight).

In International and Global Plus Equity, our
strategies faced headwinds during the second
quarter. Some of our Consumer Discretionary
holdings had a negative impact across most
portfolios, driven in part by concerns over a near-
term correction in e-commerce and other stock-
specific pandemic-induced issues for select
holdings. Financial stocks weighed on relative
returns in many cases, with higher interest rates
pressuring companies in the alternative asset
management space. Idiosyncratic factors led to
disappointing performance for some of our Health
Care holdings, but we maintain confidence in the
long-term prospects for these companies. Looking
over the longer-term horizon, since inception
(December 31, 1987), our EAFE Plus Equity
composite has compounded at 7.42% compared to
the 4.88% return of the MSCI EAFE – Net Returns
Index and the 4.12% return of the MSCI EAFE
Growth – Net Returns Index. This helps to illustrate
that staying invested in the market and riding the
turbulent waves can yield great results.

Fixed Income 
In the Fixed Income market arena, extreme
volatility made for a long exhausting second quarter
in the fixed income markets. The eventful quarter
was highlighted by the Federal Reserve’s (“Fed”)
0.75% hike in the overnight federal funds rate on
June 15. This was the largest single rate hike since
1994. During the second quarter, 2-year Treasury
yields rose 64 basis points (bps) to 2.95% while 10-

year yields rose 68 bps. The 2-year/10-year yield
spread was as wide as 44 bps before inverting as
much as 8 bps and ending the quarter at +5 bps.

For the second quarter of 2022, our High Yield Fixed
Income strategy returned -9.68% on a gross basis,
compared to the Bloomberg U.S. Corporate High
Yield Index return of -9.83%. Sector allocation
contributed all outperformance. Within allocation,
an overweight to the historically defensive
Food/Beverage sector was additive, as was an
underweight to the hard hit Pharmaceuticals sector.
Security selection detracted from results due in part
to a partial retracement of prior outperformance by
a restructured Oil Field Services holding. In Electric
Utilities, long duration positioning in several
holdings hampered performance as did a rebound
in the capital structure of an unowned and now
bankrupt independent power producer. Solid results
from multiple Midstream holdings led to notably
positive selection. In addition, a lack of ownership
in a distressed Pharmaceutical name, which
communicated very poor 2Q22 guidance, provided
significantly positive selection.

Thank You
We would like to thank the Laborers Pension Trust
Fund of Northern Nevada for additional
contributions to Sierra’s Fixed Income product, the
Operating Engineers Local #101 Pension Fund for
additional contributions to Sierra’s International
Growth Equity and Non-U.S. Value Equity products,
and the Resilient Floor Covering Pension Plan for
additional contributions to Sierra’s Concentrated
Growth Equity product,

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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