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MARKET REVIEW
After clocking 4.2% growth in the second
quarter of 2018, the pace of economic growth
likely cooled a bit in the third quarter. The
slowdown is due to the reversal of a temporary
surge in exports that boosted second quarter
growth. Nevertheless, personal consumption,
supported by strength in industrial production
and business investments, helped propel the
economy at a pace above its long-term growth
rate. According to the consensus forecast,
growth in the third quarter was likely above
3.0%. The uptrend in economic activity that
began in the fourth quarter of 2016 remains
strong. Consumer confidence touched a new
high for the current cycle. Consumer spending
continues to remain the main driver of growth.
Domestic Equity
Our Large Cap Intrinsic Value Equity (LCIV)
strategy increased 4.46% (gross) during the
quarter, underperforming the Russell 1000
Value (5.70%). For the trailing 12 months, our
LCIV strategy is up 12.18% (gross) vs. the
Russell 1000 Value at 9.45%. In general, the
market has favored factors indicating higher
quality on the year to date and quarterly basis.
Our proprietary quality rating as well as the
Gross Profit Return on Assets were each
among the top four factors over both periods.
In addition, measures indicating higher growth
rates and better market action (Relative
Strength rating) performed well.
Our U.S. Concentrated Growth Strategy
(composite) returned 1.74% versus the 0.56%
return of the Russell 1000 Growth Index for
the month of September, and for the third
quarter of 2018, our Composite Portfolio
returned 9.37% versus 9.17% for the Russell
1000 Growth Index. Since Inception (January 1,
1994), our U.S. Concentrated Growth Strategy
(composite) has returned 11.86% compared to
the 9.75% return of the benchmark Russell
1000 Growth Index.
Our Small Value Equity Portfolio (composite)
delivered a total gross return of 1.57%,
performing in line with the 1.60% return for

the benchmark Russell 2000 Value. For the
last twelve months, our Portfolio returned
9.80% (gross), outpacing the benchmark return
of 9.33%.
Furthermore, our Portfolio has
outperformed the Russell 2000 Value since
inception (March 2005), posting an average
annual return of 9.76% (gross) versus 7.87%
for the benchmark.
International Equity
In Global and Non-U.S. Value Equity, Market
conditions were mixed during the quarter, with
progress on various fronts and setbacks on
others.
Though a number of market risks
escalated during the period (e.g., trade wars,
emerging market volatility, Brexit discord),
investors largely took them in stride, with U.S.
markets leading global indexes higher and
international benchmarks advancing to a lesser
extent. In this environment, our Tax Exempt
Non-U.S. Equity Composite delivered gains
during the third quarter, outperforming its
benchmark MSCI All Country World ex-U.S.
Index.
Although our International and Global Growth
Equity
portfolio
holdings
continue
to
demonstrate strong growth, with a number of
companies plugged into durable long-term
structural trends, we saw a few recent strong
performers give back some of this year's gains.
A bias toward U.S. stocks; greater skepticism
about European stocks, given the political
concerns; and worries about a slowdown in
China were also headwinds for performance.
On the positive side, Industrials holdings had a
good quarter on both solid execution and
easing fears about the overall impact of a
trade war.
Fixed Income
In the Fixed Income market arena, our fixed
income benchmark Indexes were slightly
positive for the quarter. Credit outperformed
U.S. Treasuries, as U.S. Treasuries continued to
be pressured by the inevitable move higher in
short-term rates. Since December 2015, the
Federal Reserve has raised rates a total of
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MARKET REVIEW (cont.)
Fixed Income Cont.
seven times. As we have seen for much of the
year, higher coupon bonds continue to buffer
price declines at the front of the curve.
Our High Yield strategy (composite) returned
2.16% versus the benchmark Bloomberg
Barclays U.S. Corporate High Yield Bond Index
return of 2.40%. Fundamentals, as evidenced
by 2Q18 earnings, are robust and were strong
enough for U.S. risk assets to power through
all negative news that arose in the quarter.
High yield spreads ended at the 14th
percentile historically, with all ratings
categories at similar levels. Consistent with
recent repositioning, purchase activity in 3Q18
was weighted towards BBs.
While the
environment includes solid fundamentals and
minimal default activity, spreads have also
been driven to cycle lows by an extended
period of net negative supply. As a result, our
case to improve the quality of the portfolio is
increasingly being supported.
Emerging Markets
A backdrop of steadily rising interest rates
and continuing trade tensions meant that
emerging market equities continued to drift in
the third quarter of 2018, with the benchmark
MSCI Emerging Markets Index returning -0.9%.
Our Emerging Markets Equity Composite
earned a positive return of 0.2%.
The
avoidance of countries with significant
current account deficits was undoubtedly
positive for investment performance.

SIERRA HEADLINES
contributions to Sierra’s International Equity
product, the Laborers Local Union No. 158
Pension Fund for additional contributions to
Sierra’s Fixed Income product, the Laborers
Pension Trust Fund of Northern Nevada for
additional contributions to Sierra’s Fixed
Income product, the Northern California
Glaziers, Architectural Metal and Glass
Workers
Pension
Trust
for
additional
contributions to Sierra’s Small Cap Value
Northwest
Equity
product,
and
the
Ironworkers Retirement Trust for additional
contributions to Sierra’s Large Cap Intrinsic
Value Balanced product. We at Sierra
Investment Partners, Inc., value each of our
clients and are grateful for the opportunity to
manage a portion of your assets.
The National WWII Museum
We want to extend a sincere thank you to all of
you who honored us with your presence at our
annual cocktail party during the International
Foundation
of
Employee
Benefit
Plans
conference in New
Orleans, Louisiana.
Congratulations to all of our Bingo winners!

Thank You
We would like to extend our gratitude to the
International Brotherhood of Teamsters
Local No. 705 Pension Fund for additional

DISCLOSURE

Sierra Investment Partners, Inc. (Sierra) is a manager of managers and uses exclusive sub-advisory and marketing relationships to manage plan assets. Sierra’s
sub-advisors are: Amundi Pioneer Institutional Asset Management, Inc. for Concentrated Growth Equity; Todd Asset Management LLC for Large Cap Intrinsic
Value Equity & Intrinsic Value Opportunity; Franklin Templeton Institutional, LLC for Franklin EAFE Plus Equity & Global Growth Equity; Templeton
Institutional Asset Management, LLC for Non-U.S. Equity & Global Equity; StoneRidge PMG Advisors, LLC for Fixed Income; Robert W. Baird & Co. Incorporated
for Small Value Equity; Fort Washington Investment Advisors, Inc. for High Yield Fixed Income; and Edinburgh Partners Limited for Emerging Markets Equity.
Performance reflects that of our sub-advisor for each respective product. Returns are calculated and presented gross of fees. Gross of fees performance is
calculated after the deduction of trading costs, but before the deduction of management fees, custodial fees or other fees. Fee schedules are described in
Part II of Sierra’s Form ADV. Sierra client returns would be reduced by investment management fees. For example, a five-year gross annualized return of
20.10% would be reduced to 18.96% after the deduction of annualized fees of 1%. The information provided is historic in nature and should not be taken as any
indication of future performance as future investments will be made under different economic conditions and may utilize different securities. The Russell
1000 Value Index is a widely recognized index of market activity based on the aggregate performance of common stocks from the Russell 1000 Index, with lower
price-to-book ratios and lower forecasted growth values. The performance data was supplied by Frank Russell Trust Company. The Russell 1000 Growth Index
measures the performance of the Russell 1000’s growth segment, which is defined to include the firms whose share prices have higher price-to-book ratios and
higher expected earnings growth rates. The Russell 2000 Value Index measures the performance of the small-cap value segment of the U.S. equity universe. It
includes those Russell 2000 Index companies with lower price-to-book ratios and lower forecasted growth values. The Russell Indexes are a trademark of the
Frank Russell Company. Indexes are unmanaged and are not available for direct investment. The Bloomberg Barclays U.S. Corporate High Yield Bond Index
measures the USD-denominated, high yield, fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and
S&P is Ba1/BB+/BB+ or below. The MSCI Emerging Markets Index captures large and mid-cap representation across 24 Emerging Markets (EM) countries,
including Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Pakistan, Peru, Philippines, Poland,
Russia, Qatar, South Africa, Taiwan, Thailand, Turkey and United Arab Emirates. With 846 constituents, the index covers approximately 85% of the free floatadjusted market capitalization in each country. The indexes chosen to compare performance are not identical in structure to the composites and are provided to
represent the investment environment existing during the time periods shown. Indexes are unmanaged, fully invested and do not include deduction of fees or
expenses. This information is only an explanation of investment philosophy and historic performance and is not meant to be an investment recommendation. For
a disclosure prepared in compliance with the Global Investment Performance Standards (GIPS®) and a list of composites and performance results, please call
our corporate headquarters at (925) 941-6300. GIPS has not been involved with the preparation or review of this report. Past performance is no guarantee of
future results.

101 Ygnacio Valley Road, Suite 300 Walnut Creek, CA 94596

(925) 941-6300

www.SierraInv.com

