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MARKET REVIEW
It was an eventful third quarter in terms of
news headlines: the seventh most active
Atlantic hurricane season on record caused
major damage in many areas of the U.S. and
the Caribbean, domestic and international
terrorism events, nuclear threats from
North Korea, and political bickering in
Washington. As a result, growth in the
third quarter was likely depressed. Prior to
Hurricane
Harvey,
economists
were
forecasting growth of approximately 3.0%
for the quarter. By the time Hurricane Irma
had passed over Florida, estimates had been
lowered to around 2.0%. We expect growth
to stage a comeback in the fourth quarter as
hurricane victims rebuild and replace lost
goods.
Domestic Equity
Our Large Cap Intrinsic Value Equity
strategy returned 6.1% (gross) during the
quarter, outperforming the Russell 1000
Value Index at 3.1%. Over the last 12 months,
our strategy is up 28.6% (gross) versus the
Russell 1000 Value Index at 15.1%. Our
strategy is continuing a recovery that began
over a year ago, and was prompted by better
confidence and the belief that the economy
has completed the “Great Reset” from the
financial crisis. Stock selection drove
performance during the quarter, accounting
for almost all of our outperformance.
For the quarter, our U.S. Concentrated
Growth strategy lagged its benchmark, the
Russell 1000 Growth Index. However, this is
consistent with how we would expect the
Strategy to perform in a rapidly rising
market driven by momentum growth stocks
with high valuations.
Sierra is a high
quality, fundamentals based, large cap
growth manager, with proven downside
protection. Over a full market cycle, our
Strategy has proven to outperform with less
risk. Year-to-Date returned 18.4% compared
to the benchmark Russell 1000 Growth Index
return of 5.9%. Since Inception (01/01/94),

our Strategy has outperformed, returning
11.6% versus the benchmark Russell 1000
Growth Index return of 9.1%.
Our
Small
Value
Equity
Portfolio
outperformed its benchmark delivering a
total return of 8.4% versus a 5.1% return
for its benchmark, the Russell 2000 Value.
Year-to-date, the portfolio has returned
12.6% outpacing the Russell 2000 Value
benchmark return of 5.7%. Our barbell
positioning in terms of beta served the
portfolio well during both up and down
market days.
International Equity
In Global and Non-U.S. Value Equity, Global
and international equities advanced in the
third quarter as investors weighed still-easy
financial
conditions
and
increasingly
synchronized
global
economic
growth
against escalating geopolitical tensions,
punctuated by a string of disruptive weather
events. With a few exceptions, our portfolios
were well-positioned to take advantage of
these unfolding trends, benefitting from an
overweight in Energy, and in Materials more
modestly, as well as from solid exposure and
broadly positive stock selection in Europe
and Asia. Yet, our underweight to Emerging
Markets and several detrimental stockspecific issues offset the positive impact of
portfolio positioning, resulting in modest
relative underperformance in the third
quarter despite solid absolute gains.
In International and Global Growth Equity,
The trends underpinning the stock market’s
advance so far this year have proven to be
beneficial for our strategies. In general,
we have seen non-U.S. markets outperform
their U.S. counterparts after years of U.S.
stocks leading the market higher.
The
growth style has been strongly in favor and
sectors like Information Technology, where
we have found many compelling investments,
have paced this year’s market advance.
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Fixed Income
In the Fixed Income market arena, Corporate
bonds outperformed Treasuries in the third
quarter
with
the
investment
grade
corporate index returning 1.3% compared to
0.4% for U.S. Treasuries. Throughout the
quarter, the bid for lower quality bonds
continued to outpace higher quality paper.
The 10-year Treasury yield is still trading
in a narrow range of 2.3% to 2.5%. Tame
inflation and investment from abroad
remain an anchor to any significant spike in
yields.

Thank You
We would like to extend our gratitude to the
Hawaii Electricians Annuity Fund and the
Hawaii Electricians Pension Fund for
allocating a portion of their assets to
Sierra’s EAFE Plus Equity (International
Equity) product, and the International
Brotherhood of Teamsters Local No. 705
Pension Fund for allocating a portion of its
assets to Sierra’s Emerging Markets Equity
product. Also, we would like to thank the
Ohio Laborers District Council – Ohio
Contractors Association Insurance Fund for
additional contributions to Sierra’s High
Yield Fixed Income product, the Sacramento
Area Electrical Workers Pension Trust
Fund for additional contributions to
Sierra’s
Concentrated
Growth
Equity
product, the San Diego Electrical Pension
Trust for additional contributions to
Sierra’s High Yield Fixed Income and Sierra’s
Fixed Income products, and the San Mateo
Electrical Workers Health Plan for
additional contributions to Sierra’s 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.

In the High Yield market, our strategy
outpaced its benchmark, the Bloomberg
Barclays U.S. Corporate High Yield Index, by
23bps (gross) primarily due to security
selection. Positive selection was generated
in a wide variety of sectors including Media
Entertainment, Retailers, Supermarkets,
Electric Utilities, and Health Care. Though
there was no common element to our
results, the avoidance of particularly hard
hit issuers in multiple sectors benefitted
performance.
Emerging Markets
Weakness in the U.S. Dollar and the ongoing
apparent stability of the Chinese economy
provided
a
favorable
backdrop
for
continuing investor flows into emerging
market equities. Investors are starting to
recognize
the
potential
for
some
technology
driven
emerging
market
companies to overtake their developed
market peers. We continue to believe that
we are in a sustained period where
valuation rather than momentum will drive
share prices and we expect the portfolio to
benefit accordingly.

Keeping Memory Alive
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 Las Vegas,
Nevada. Congratulations to all of our Bingo
winners!

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: 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 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 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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