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MARKET REVIEW
Volatility and unexpected outcomes were
certainly the hallmark of 2016. The year was
marked by several unexpected macro events
which roiled markets. Third quarter real
Gross Domestic Product (GDP) grew at an
above-consensus rate of 3.5% following two
subpar quarters that averaged only 1.1%
during the first half of 2016. Economic data
indicates that consumer spending was still
strong into the fourth quarter.
In a year rife with the unexpected political
events and growing policy uncertainty,
markets held the line in the fourth quarter.
With the surprising Brexit vote and later
U.S. presidential election, the year often
left investors feeling unsettled. Following
President-elect Donald Trump’s unexpected
win in November, global financial markets
were overrun by investors speculating on
what a Trump administration could mean for
real assets.
Domestic Equity
Our intrinsic value strategies lagged their
benchmarks in the first half of 2016 to an
extent we have not seen since the internet
bubble distorted investment realities in the
late 1990s. Following that bubble, when
reality returned, our domestic strategy
went on to outperform the S&P 500 for eight
of the next nine years. The distortion in this
current episode feels comparable and could
be described as the yield bubble. Our Large
Cap Intrinsic Value Equity strategy was up a
whopping +10.2% (gross) during the quarter,
outperforming both the S&P 500 (+3.8%) and
Russell 1000 Value (+6.7%). We are very
pleased with these results, as they indicate
that the market is getting past the impact of
the yield bubble.
For the quarter, Our U.S. Concentrated
Growth returned 0.37% versus a 1.01%
return for the Russell1000® Growth Index.
The Strategy's high quality bias hurt
relative returns as the portfolio under-

performed in a market generally led by
lower quality companies that are more
cyclically exposed.
Our Small Value Equity Portfolio delivered
a return of 6.7%, trailing the 14.1% return
for the benchmark Russell 2000 Value. Since
Inception (March 1, 2005), however, our
Small Value Portfolio has earned a 9.3%
compounded return compared to the 7.8%
return of the benchmark Russell 2000 Value
index. Over the past 17 years, we have
experienced three other speculative markets
when low quality stocks outperformed by
such a wide margin. Post these short-lived,
intense periods of speculation, we have
historically outperformed for multi-year
periods and also on a cumulative basis.
International Equity
In Global and Non-U.S. Value Equity, Global
stocks gained and international equities
declined during the fourth quarter, though
both finished the year with their best
annual returns since 2013 and many major
stock markets finished near record highs.
Our
International/Global
Composites
recovered strongly as the final period of
2016 progressed, significantly outpacing
their respective benchmarks, the MSCI All
Country World Index and the MSCI All
Country World ex-U.S. Index, in the second
half and fourth quarter. However, the late
surge was insufficient to fully recover
earlier
relative
losses,
and
our
International/Global Composites lagged for
the full year in review.
In International and Global Growth Equity,
the shifting backdrop and level of
uncertainty proved challenging for our
portfolios in the fourth quarter. While the
third quarter proved to be a solid one for
our holdings as the dust from the Brexit
vote settled, the strong value style
outperformance over growth and the
narrowness in market leadership proved a
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challenge,
particularly
given
our
relatively lower weightings in U.S. banks
and energy companies. As we have seen in
the past few years, neither the markets nor
our performance operate in a straight line.
While it proved to be a tough quarter, we
remain
focused
on
the
long-term
fundamentals of our holdings and believe
these companies continue to demonstrate
solid growth, supported by sustainable
business models and robust free cash flow
generation.

relative performance. We are taking the
opportunity to sell down some BBB credit
exposure in portfolios and roll those
proceeds into high quality BB/B names.

Fixed Income
In the fixed income market arena, we saw a
sudden move higher in rates across the
curve after the election. On Election Day
the 10-year Treasury note yielded 1.62%.
Post-election, the market proceeded to
overshoot on the downside pushing the 10year yield to 2.64% before finally
rebounding after the Fed’s long-awaited
increase in short-term interest rates. Over
the quarter, the 10-year Treasury note rose
83 bps (0.83%) ending the year yielding
2.43%. Shorter term Treasury notes with a
two-year maturity rose 44 bps to 1.20%.
The High Yield market continued its positive
run in the fourth quarter. Our core
strategy lagged the benchmark primarily
due to our underweight allocation to lower
quality securities, our underweight to
Metals/Mining, and our modest overweight
to Healthcare. Positive contributors to our
performance were well distributed among
sectors, with Midstream Energy standing
out as a large positive for security
selection. Our minimal exposure to CCCs
and CC rated securities detracted from our

Thank You
We would like to extend our gratitude to the
IBEW 595 Pension Plan, IUOE Eastern
Pennsylvania and Delaware Pension Fund,
and the Laborers District Council Pension
and Disability Trust Fund No. 2 for
allocating a portion of their assets to
Sierra’s
Concentrated
Growth
Equity
product, and also the Cement Masons
Annuity Trust Fund for Northern Nevada for
allocating portions of its assets to Sierra’s
Concentrated Growth Equity and Sierra’s
Fixed Income products. We at Sierra
Investment Partners, Inc., value each of our
clients and are grateful for the opportunity
to manage a portion of your assets.
Dewey’s Indoor Golf & Sports Grill
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 Orlando,
Florida.
Congratulations to all of our
Bingo winners!

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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