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MARKET REVIEW
After the U.S. Gross Domestic Product (GDP)
grew only 1.4% in the first quarter,
expectations were high that growth would
rebound to 3.0% or more for the remainder
of the year. Instead “soft data” such as
consumer and business surveys indicated
confidence started to soften, while “hard
data” such as retail sales and construction
spending continued to disappoint. It now
appears that the second quarter GDP may be
closer to 2.0% than 3.0% as the “soft data”
is starting to disappoint as well.

investing in large-capitalization stocks. The
benefits of this differentiating approach can
be seen in its historical long-term capital
appreciation, downside risk management—
especially during recent difficult markets—
and past lower volatility than its benchmark
and peer universe. While our conservative
approach has historically worked well when
markets decline, it can sometimes result in
the Strategy not keeping pace with the
benchmark when markets advance swiftly, as
was the case for growth stocks over the
first half of 2017.

While economic indicators in the U.S. are
softening and the political environment
remains hostile, Europe is seeing an
encouraging
combination
of
genuine
economic momentum and a political climate
now conducive to structural reform. To the
first point, unemployment
in Europe
recently hit an eight-year low, European
GDP growth is outpacing the U.S. for the
first time since the global financial crisis
of 2007-2008, and corporate profits are
solidly accelerating.

Our
Small
Value
Equity
Portfolio
outperformed its benchmark delivering a
total return of 3.0% versus 0.7% for the
Russell 2000 Value. Both strong security
selection and attractive sector allocation
contributed to outperformance for the
three-month period. Security selection
bested the benchmark for nine of the eleven
economic sectors. Our barbell positioning in
terms of beta served the portfolio well
during a period which rewarded companies
with superior earnings growth profiles as
well as those with defensive characteristics.

Domestic Equity
Our Large Cap Intrinsic Value Equity
strategy returned 3.6% (gross) during the
quarter, outperforming the Russell 1000
Value index return of 1.3%. Over the last 12
months, our strategy is up 28.7% (gross)
versus the Russell 1000 Value at 15.5%.
During this time frame, our discipline has
steered us toward more cyclically oriented
areas of the market that should benefit
from better economic growth. We are
reminded of the period post the internet
bubble when we look at recent results.
For the quarter, Our U.S. Concentrated
Growth Composite returned 4.98%, compared
to the 4.67% return of the Russell 1000
Growth Index. Stock selection was the major
driver
of
the
Strategy’s
slight
outperformance of the Index this quarter.
Our Strategy has a conservative approach to

International Equity
In Global and Non-U.S. Value Equity, Global
and
international
equities
generally
advanced during the second quarter of 2017,
capping a strong first half buoyed by
resilient corporate earnings, receding
political anxiety and a gathering economic
recovery in Europe. In this environment, our
International
Equity
Fund
slightly
underperformed its benchmark, the MSCI All
Country World ex-U.S. Index. Despite the
generally upward bias in equities, global
financial markets sent mixed signals about
the economic and market outlook as the
period progressed. While stocks regularly
recorded new highs and volatility remained
muted, leadership within equity markets
reverted to defensive and growth-oriented
issues.
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In International and Global Growth Equity,
The U.S. equity market has traded in a
general upward direction for nearly 18
months, and by many metrics is fully valued.
While the first half of 2017 has produced
strong equity market returns, as we move
into the second half of 2017 we believe the
odds of a politically induced market
correction have increased. Given these
loftier U.S. valuations and the difficult
time the Trump administration is having in
making progress on its pro-growth agenda,
we anticipate that equity markets could see
greater swings over the next few quarters.

our underweight to CCC-rated securities
and an overweight to higher quality and
slightly longer duration (+0.21 years)
bonds. Outperformance for the quarter was
broad based and almost entirely due to
credit selection. Our higher
quality
positioning within commodity based sectors
(Energy and Metals & Mining) and broad
based security selection within Media were
the largest contributors while positions
within Midstream trailed.

Fixed Income
In the Fixed Income market arena, Weaker
inflation combined with higher short-term
interest rates resulted in a flatter U.S.
Treasury curve. The spread between 2- and
10-year notes contracted 23 basis points
(0.23%) to end the quarter at 92 bps
compared to 114bps at the end of the first
quarter.
Intra-quarter that spread
narrowed to as little as 77bps. For the
second time this year, the Federal Reserve
increased the federal funds rate 25 bps to
a range of 1.00% – 1.25%. As a result,
short-term rates rose incrementally; the 2year Treasury yield rose 13bps from 1.26%
to end the quarter at 1.39%. On the other
end of the curve, muted inflation caused
longer term Treasury yields to decline.
The 10-year Treasury yield decreased 10 bps
from 2.40% to 2.30% by quarter’s end.
The High Yield market generated its sixth
consecutive quarter of strong performance
in 2Q17. Our core strategy led the
benchmark by 30bps for the quarter, due to

DISCLOSURE

Emerging Markets
Sierra Investment Partners, Inc. Is proud to
announce a new product offering to our
clients.
Sierra
has
partnered
with
Edinburgh Partners Limited to offer an
Emerging Markets Equity Product. Please
contact our offices with any inquiries!
Thank You
We would like to extend our gratitude to the
Carpenters Pension and Annuity Fund of
Philadelphia and Vicinity and the Carolinas
Electrical Workers Retirement Fund for
allocating a portion of their assets to
Sierra’s
Concentrated
Growth
Equity
product. Also, we would like to thank the
Hawaii
Electricians
Annuity
Fund,
International Painters and Allied Trades
Industry Pension Fund, and the Northeast
Carpenters Health Fund Vacation Benefits
Account for additional contributions to
Sierra’s
Concentrated
Equity
Growth
product and the IBEW Local 595 Pension
Plan for additional contributions to Sierra’s
High Yield Fixed Income 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.

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: 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 Non-U.S. 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 Indices are a trademark of the
Frank Russell Company. Indices are unmanaged, and are not available for direct investment. The MSCI All Country World ex U.S. Index is an equity index
calculated by Morgan Stanley Capital International (MSCI). The index measures the total return (gross dividends are reinvested) of equity securities available
to foreign (nonlocal) investors in the developed and emerging markets globally excluding the United States. Securities included in the index are weighted
according to their Free Float adjusted market capitalization (Price x Shares outstanding x Foreign Inclusion Factor). 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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