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MARKET REVIEW
Growth in the U.S. continues to expand
near trend growth (~2-2.5%) with solid
underlying fundamentals.
The labor
market continues to be strong, providing
confidence that the U.S. consumer can
continue to support growth.
Broad
financial conditions remain easy and
supportive of risk assets and growth.
Spreads are near long-term averages
while access to capital is abundant.
Global central bank policy is generally
accommodative (and stable) and fiscal
policy is expected to become more
supportive.
The U.S. dollar weakened
slightly against other major currencies
even after the U.S. Federal Reserve
(“Fed”) hiked interest rates in March and
signaled it could raise rates at least twice
more during the year.
Post-election euphoria may be fading as
the reality of governing sets in.
Congressional inaction and conflicting
statements by the Administration may begin
to erode confidence.
The failure of
Congress to pass any kind of health care
reform called into question their ability
to pass any significant legislation,
particularly tax reform, but time will tell.
Domestic Equity
Our Large Cap Intrinsic Value Equity
strategy returned 6.2% (gross) during the
quarter, outperforming the Russell 1000
Value (3.3%). Our strategy continues to
point us toward more cyclically oriented
areas of the market as investors expect
better economic growth in the U.S. and
abroad. This helped us to build on recent
outperformance in the first quarter,
particularly against the Russell 1000
Value. We are now ahead of the Russell
1000 Value index on a trailing one year
basis returning 21.2% versus 19.2%,

respectively, repairing the sharp losses we
experienced in the first half of 2016.
For the quarter, Our U.S. Concentrated
Growth Composite returned 8.40% versus
the 8.91% return for the Russell 1000®
Growth
Index.
All
of
the
underperformance occurred in January,
when stocks with high growth expectations
posted their biggest gains of the quarter.
However, our Strategy did outperform the
Index in February and March.
The
Strategy's overweight in the Energy and
Consumer Staples sectors detracted from
performance.
Our
Small
Value
Equity
Portfolio
delivered a return of 0.9%
for the
quarter, outperforming its benchmark the
Russell 2000 Value (-0.1%).
Strong
security selection and attractive sector
allocation contributed to outperformance
for the three-month period.
Security
selection bested the benchmark for the
majority of economic sectors.
International Equity
In Global and Non-U.S. Value Equity,
Despite posting absolute gains, value
stocks lagged growth stocks during the
quarter
as
heightened
political
uncertainty and rising equity risk premiums
weighed on lowly valued stocks. In this
environment, our Global Equity and NonU.S. Equity Composites outperformed their
value benchmarks (the MSCI All Country
World Value Index and the MSCI All
Country World ex-U.S. Value Index) but
trailed their official benchmarks (the
MSCI All Country World Index and the
MSCI All Country World ex-U.S. Index).
Given the transitional nature of the
quarter, few distinctive sector themes
emerged, bringing the importance of stock
selection increasingly into focus. This
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was an encouraging development for
bottom-up stock-pickers and this stock
selection contributed to performance.

first on expectations of a Fed rate hike
then again with the actual 25 basis point
(0.25%) increase on March 15.

In International and Global Growth
Equity, the reversal of the fourthquarter value trade and strong corporate
earnings were very beneficial to our
Sierra portfolios during the first
quarter of 2017. We saw strong stock
performance across the portfolio in a
wide range of sectors, with substantially
more
contributors
than
detractors.
During the quarter our International
Growth composite outperformed the index,
returning 11.98% (Gross), compared to the
8.52% return of the MSCI EAFE Growth.
While it is hard to get overly excited
about a single quarter, particularly in
the current market environment where
leadership seems to change every few
months, after the bruising fourth quarter
it is encouraging to see a rebound in
relative results and to see many of our
stocks finally rewarded for posting
continued robust earnings results.

The High Yield market generated its fifth
consecutive
quarter
of
strong
performance in the first quarter of 2017.
Our core strategy trailed the benchmark
slightly, delivering a total return of
2.52% (gross) this quarter. This is
primarily
due
to
our
underweight
allocation to lower quality securities.
The portfolio’s exposure to CCC and below
paper is approximately one-quarter that of
the index.
With few exceptions, both
positive and negative contributors to
performance were well distributed.

Fixed Income
In the fixed income market arena, improved
investor confidence in the first quarter
meant risk assets were in high demand in
spite of the Fed entering a sustained path
to higher rates in 2017. Optimism from
continued
strong
stock
market
performance spread into the bond
markets,
tightening
credit
spreads.
Interest rates rose in the front end of
the curve in the first quarter of 2017,

Thank You
We would like to extend our gratitude to
the Operating Engineers Local 324 Defined
Contribution Pension Plan and the
Operating Engineers Local 324 Pension
Plan for allocating a portion of their
assets to Sierra’s Concentrated Growth
Equity product. Also, we would like to
thank the San Diego Electrical Pension
Trust for additional contributions to
Sierra’s High Yield Fixed Income product
and the IBEW Local 595 Pension Plan for
additional
contributions
to
Sierra’s
Concentrated Growth Equity 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.

DISCLOSURE

Sierra Investment Partners, Inc. (Sierra) is a manager of managers and uses exclusive sub-advisor relationships to manage plan assets. Sierra’s sub-advisors
are: Pioneer Institutional Asset Management, Inc. for Concentrated Growth Equity; Todd Asset Management, LLC for Large Cap Intrinsic Value Equity &
Intrinsic Value Opportunity; Franklin Equity Group for Franklin Non-U.S. Equity & Global Growth Equity; Templeton for Non-U.S. Equity & Global Equity;
StoneRidge PMG Advisors, LLC for Fixed Income; Robert W. Baird & Co. Incorporated for Small Value Equity; and Fort Washington Investment Advisors, Inc. for
High Yield Fixed Income. Performance reflects that of our exclusive 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 Large Cap Intrinsic Value Equity composite includes all fully discretionary, non-taxable portfolios invested in the equity
strategy. The Russell 1000 Index is a market capitalization weighted index that consists of the 1,000 largest securities in the Russell 3000 Index. The S&P 500
Index is a market capitalization weighted index that contains approximately 500 industrial, transportation, utility and financial companies regarded as generally
representative of the U.S. stock market. Investments are not limited to the companies in the Russell 1000 or the S&P 500. The Small Value Equity composite
includes all fully discretionary, institutional portfolios over $5.0 million invested in the Small Value Equity strategy benchmarked against the Russell 2000.
The Russell 2000 is a market capitalization weighted index which measures the performance of approximately 2000 companies that are between the 1000th and
3000th largest in the market. The Russell 2000 Value Index measures the performance of those Russell 2000 companies with lower price/book ratios and lower
forecasted growth values. Investments are not limited to the companies in the Russell 2000 or Russell 2000 Value. 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. Information contained herein should be used for one-on-one
presentations only and should be accompanied by this performance disclosure. 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.
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