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It would be an understatement to say that the
fourth quarter of 2021 was volatile. Just as we were
excitedly anticipating a more normal holiday
season, the arrival of the COVID-19 Omicron variant
caused great concern. Overall, 2021 was a story of
recovery with the arrival and wide availability of
vaccines.
Pandemic-induced supply chain bottlenecks
affected businesses in ways that were not
necessarily logical. Empty shelves at the grocery
store returned and higher prices for items as
unlikely as cream cheese jumped. It has been well
publicized that auto dealers could not get new cars
due to severe chip shortages causing the price of
used cars to spike. Severe computer chip shortages
and other supply chain bottlenecks are slowly
improving.
The volatile and shifting impact changed
expectations on the timing of a return to normalcy.
Increased optimism and vaccine availability led to a
rebound in real GDP which averaged 6.5% in the
first half.
Then as supply chain disruptions
appeared, the economy slowed to a sub-par pace of
only 2.3% in the third quarter. Once the bottlenecks
began to resolve, it appears that growth in the
fourth quarter returned to a pace in excess of 6%.
However, in the fourth quarter, with the appearance
of the Omicron variant and increased rates of
infection, growth may have slowed once again to a
pace less than 3%.
The year 2021 was a
rollercoaster in many ways and it looks like, at least
in early 2022, the wild ride will continue.

domestic equity

Our Large Cap Intrinsic Value Equity strategy
finished the quarter by outperforming the Russell
1000 Value by 3.4%. We finished the full year 2021
up 31.2%, which was 6% ahead of the Russell 1000
Value return of 25.2%. Our strategy remains ahead
of the Russell 1000 Value over the 3/5/7/10-year
time frames.

Our U.S. Concentrated Growth Strategy (composite)
returned 10.04% for the fourth quarter of 2021,
underperforming the benchmark Russell 1000
Growth Index return of 11.64%. Year-to-date, our
Strategy has returned 24.28%, while the benchmark
Russell 1000 Growth returned 27.60%. Since
Inception (January 1, 1994), our Strategy has
compounded at 13.01% compared to the 11.35%
return of the Russell 1000 Growth Index. All of the
benchmark-relative underperformance for the
fourth quarter of 2021 was due to the Portfolio’s
underweight in Apple Inc., and from not holding
shares of benchmark components NVIDIA
Corporation and Tesla Inc., which were strong
performers. We underweighted the Portfolio in
Apple Inc. for both risk-management and valuation
reasons. NVIDIA Corporation is not a Portfolio
holding because the shares have been trading at a
lofty price-to-earnings multiple of 66x (as of January
5, 2022, according to Bloomberg), so we feel the
stock is not a good fit with our valuation criteria.
Tesla Inc.’s valuation is even higher, despite
increased competition in the electric vehicle
market.
For the quarter, our Small Company Equity Portfolio
returned 5.75%, outperforming the benchmark
Russell 2000 index return of 2.14%. For the oneyear trailing, our strategy returned 24.68%, again
outperforming the Russell 2000 index return of
14.82%. Since inception (April 1, 2013), our strategy
has compounded at 13.89% compared to the
Russell 2000 index return of 11.78%.

international equity

In Global and Non-U.S. Value Equity, the global
benchmark’s (the MSCI All Country World Index) top
three sectors in terms of performance for 2021
were Information Technology (beneficiary of
reduced economic growth expectations), Energy
(beneficiary of rising inflation/broken supply chains)
and Financials (beneficiary of higher interest rates).
Our positioning in such a dynamic environment was

mixed. In sectors like Energy, Materials and the
semiconductor segment of Information Technology,
we owned some of the stocks that benefited from
supply chain issues and inflationary pressures, while
in sectors like Consumer Discretionary and
Industrials, we owned some of the cyclicals that
benefited from early reopening optimism. For the
most part, the inflation/supply chain exposures held
up well throughout the year, with Energy and
Materials finishing among the top-performing
sectors in our portfolios. Within Technology, our
semiconductor holdings generated large absolute
gains for the year, but our value discipline led us to
an aggregate underweight to this outperforming—
but largely overvalued—sector.

0.71%. Sector allocation was slightly positive with
no specific positioning theme driving this result. A
mix of overweights (Automotive and Oil Field
Services) and underweights (Wireless and Banking)
was supportive. Security selection was negative due
largely to the impact of a challenged credit in Media
Entertainment. In addition, senior secured issuance
by an Electric Utilities holding caused this capital
structure to underperform. Positive offsets included
continued outperformance from a restructured Oil
Field Services position, a lack of unsecured exposure
to a large satellite TV operator which issued secured
debt, and strong performance from a holding in
Independent Energy.

In International and Global Plus Equity, our EAFE
Plus Equity composite returned -0.54% for the
fourth quarter of 2021, underperforming the 2.69%
return of the MSCI EAFE – Net Returns Index and
the 4.09% return of the MSCI EAFE Growth – Net
Returns Index. For the five years trailing, our EAFE
Plus Equity composite has compounded at 17.54%
compared to the 9.55% return of the MSCI EAFE –
Net Returns Index and the 13.59% return of the
MSCI EAFE Growth – Net Returns Index.

We would like to extend our gratitude to the
Bricklayers and Allied Craftworkers Local No. 4 of
New Jersey Pension Fund and the Bricklayers and
Allied Craftworkers Local 5 Pension Fund for
allocating a portion of their assets to Sierra’s EAFE
Plus Equity (International Equity) commingled fund,
as well as the IUOE Eastern Pennsylvania and
Delaware Health and Welfare Fund and the
Northeast Carpenters Pension Fund for allocating a
portion of their assets to Sierra’s Concentrated
Growth Equity product.

Fixed Income

Thank You

In the Fixed Income market arena, U.S. Treasury
yields rose during 2021’s fourth quarter as the bond
market began discounting a less accommodative
Fed in 2022. The yield rise across the curve was
uneven as the shorter maturities (one through five
years) absorbed the brunt of the rate increases.
Two-year Treasury yields rose 45 basis points
(0.45%) to 0.73%, more than doubling its previous
quarter end close. Ten-year Treasury yields
experienced only a modest rise of two basis points
to 1.52% at quarter end. The 2-year to 10-year yield
spread narrowed by 43 bps ending 2021 at 79 bps.

Additionally, we would like to thank the Central
Pennsylvania Teamsters Pension Plan-Retirement
Income Plan 1987 and the IUOE Local 825 Pension
Fund for additional contributions to Sierra’s EAFE
Plus Equity (International Equity) commingled fund,
the IUOE Eastern Pennsylvania and Delaware
Pension Fund and the Operating Engineers Local
324 Pension Fund for additional contributions to
Sierra’s Concentrated Growth Equity product, and
the Laborers Pension Trust Fund of Northern
Nevada for additional contributions to Sierra’s Fixed
Income product.

Our High Yield Fixed Income strategy returned
0.62% on a gross basis, slightly trailing the
Bloomberg U.S. Corporate High Yield Index return of

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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