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July 7, 2022  
Dear Investor: 
 
I am pleased to report that for the quarter and one-year period ended December 31, 2021, the Short-
Term Investment Fund (STIF or Fund) outperformed similar money funds, earning an average 
annualized yield of 0.09 and 0.10 percent, respectively, which was 0.07 percent higher than our 
iMoneyNet benchmark* for both periods. This performance resulted in an additional $2.2 million and 
$7.4 million, respectively, of interest earnings above the benchmark for Connecticut’s state and local 
governments.  This additional interest income was realized as the Fund also increased reserves by 
$3.2 million during the prior 12 months. The Fund’s reserves currently stand at $82.8 million. 
 
The domestic economy continued to remain resilient and grew at a 5.5 percent rate (GDP year-over-
year change) during the second quarter of Fiscal Year (FY) 2022, up from the first quarter of FY2022’s 
increase of 4.9 percent. Inflation (as measured by the consumer price index year-over-year change) 
continued its ascent as well, increasing to 7 percent during December 2021 and averaging 6.7 percent 
during the second quarter of FY2022, up 1.6 percentage points and 1.4 percentage points from the 
prior fiscal quarter, respectively.  Employment during the second quarter of FY2022 weakened 
compared to recent data. Non-farm payrolls averaged 313,000 during the second quarter of FY2022, 
down from 457,000 in the first quarter of FY2022 and 558,000 during the fourth quarter of FY2021. 
The unemployment rate during the quarter fell to 3.9 percent from 5.2 percent at the end of the first 
quarter of FY2022. 
 
During the second quarter of FY2022 , interest rates continued to hover just above zero in the short 
end of the U.S. Treasury yield curve (the money market curve, from one month to one year), but 
increased in the longer maturities as the market began to price in expectations of tightening monetary 
policy. While this shift upward in interest rates in the longer-term maturities allowed the Fund to 
invest at higher interest rates, we did not believe that the interest rates were reflective of the 
expected course of monetary policy.  As a result, we invested in shorter maturities, that reduced the 
weighted average maturity of the Fund by ten days to 34 days.  Deposit interest rates increased by 
approximately five basis points (0.05%) during the quarter, which helped support the yield on the 
Fund.  
 
In closing, the STIF is well positioned to benefit from an increase in interest rates. The Fund has been 
applying a measured and thoughtful approach to investing in longer-term securities in order to benefit 
from higher interest rates now and in the coming months.  The Short-Term Investment Fund will 
continue to be conservatively managed in order to provide you with safety, liquidity, and yield.   
 
Sincerely,     

 
 
 

Shawn T. Wooden 
Treasurer, State of Connecticut      
  
 
*  iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 



 

  

E c o n o m i c  R e v i e w  a n d  O u t l o o k  

 The table below summarizes recent and projected economic growth, inflation, and employment as of December 
31, 2021.  The U.S. economy continued to grow, with the pace accelerating since the prior quarter. The economy grew, as 
measured by the year-over-year change in gross domestic product (GDP), by 6.9 percent during the fourth calendar quar-
ter. Expectations are that the U.S. economy will grow by 3.2 percent during calendar year 2022. Inflation continued to 
increase at above trend rates, with consumer inflation, as measured by the year-over-year change in the consumer price 
index (CPI), increasing by seven percent in December and the CPI core rate (CPI excluding food and energy) increased by 
5.5 percent in December.  Inflation is no longer being viewed as transitory by the Federal Reserve as it continues to re-
main at elevated levels. The U.S. economy added over 1.9 million jobs during the quarter, 17 percent above the number 
added in the third calendar quarter, showing the resiliency of the labor market and the demand for employees. 

* Bloomberg monthly survey of U.S. economic forecast as of December 2021. 

 Inflation, as measured by the CPI year-over-year 
change, has continued to increase in recent months due to 
ongoing issues with the supply chain and increasing energy 
and commodity prices.  Producers continue to pass through 
price increases to consumers in order to offset the price in-
creases of their raw materials.  In recognition of the contin-
ued strength of inflation, the Federal Reserve has dropped 
transitory from the discussion and is now focused on mone-
tary policy measures designed to reign in inflation. 

 Nonfarm Payrolls have fallen from recent levels for a 
number of reasons - a lower workforce participation rate, child-
care issues, and a general lack of desire to return to work - 
which has been driving up labor costs as businesses increase 
wages to attract workers. The supply and demand dynamics of 
the labor force has shifted as there are now more available 
jobs than unemployed workers, which will necessitate flexible 
employment and higher wages. 

Source:  Bloomberg Source:  Bloomberg 

ECONOMIC SNAPSHOT 

  Recent Results Future Expectations* 

Growth 

 

The U.S. economy grew at an annual rate of 6.9 percent 
during the quarter ended 12/30/21 versus gaining 2.3 per-
cent in the prior quarter. 

 

Economists expect that for all of CY 2022, the econ-
omy will increase at an average rate of 3.2 percent.   

Inflation 

 
Major Inflation Indices – Year-over-Year  

 
Core PCE:                  5.5 percent (Dec) 
Core CPI:                   5.5 percent (Dec) 
Core PPI:                   8.3 percent (Dec) 

 

Economists expect core PCE, which is a reflection of 
personal consumption minus the food and energy 
components, to increase an average of 4.7 percent 
for CY 2022.  Total CPI, which represents prices of 
all goods and services purchased for consumption 
by urban households, is expected to increase an 
average of 6.9 percent for CY 2022. 

Employment 

 

December 2021 non-farm payrolls added 199,000 jobs while 
the unemployment rate declined to 3.9 percent from 4.2 
percent the previous month. 

 

Economists expect the unemployment rate to aver-
age 3.6 percent during CY 2022. 



 

  

M a r k e t  R e v i e w  a n d  O u t l o o k  

During the second quarter of FY2022, the yield curve between three months and ten years steepened by 
one basis point (0.01%) as long-term rates rose due to increasing inflation expectations. In the one-year and 
less part of the yield curve, rates decreased by one basis point and investors continued to seek out shorter-
term investments. The repurchase agreement market (“repo”) continues to pay very low interest rates, typi-
cally four basis points and below, due to the demand for the shortest-term and most liquid investments.     

 

Inflation expectations, as measured by the break-
even inflation rate on Treasury Inflation Protected 
Securities (TIPS), increased during the quarter due to 
price increases being passed on to consumers.  Costs 
have begun rising on both cyclical and non-cyclical 
goods. The breakeven inflation rate is the difference 
between real yields and nominal yields. 

Money market interest rates remain near zero 
due to the demand for short-term assets.  While it is 
expected that the Federal Reserve will begin to re-
duce its balance sheet by selling Treasury and mort-
gage backed securities this Spring, a “liftoff” in the 
Federal Funds rate is not expected until late in this 
fiscal year. Please note that we have replaced three 
month LIBOR with the Secured Overnight Funding 
Rate (SOFR) due to the phase out of LIBOR. 

Source: Bloomberg: as of 12/31/21. 

Source: Bloomberg Source: Bloomberg 

Source: Bloomberg: as of 12/31/21. 



 

 
 

 

 

 

 

 

 

 

 

 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

Portfolio Characteristics at December 31, 2021 

  Deposit instruments (including those backed by Federal Home Loan Bank (FHLB) letters of 
credit) continued to represent the Fund’s largest investment at 45 percent, followed by repurchase agree-
ments at 15 percent.  The Fund reduced its Weighted Average Maturity (WAM) during the quarter as we did 
not believe that investments were reflecting the full scope of interest rate changes resulting from changes in 
monetary policy. As a result of this belief, the WAM of the Fund was reduced by ten days to end the quarter 
at 34 days. In total, approximately 44 percent of the STIF’s assets were invested in securities issued, insured, 
or guaranteed by the U.S. government or federal agencies, repurchase agreements backed by such securities, 
or deposit instruments with FHLB letters of credit, an increase of approximately one percentage point since 
last quarter due to an increase in overnight repurchase agreements. 

 

* iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 

1.    Chart reflects deposit instruments / securities until put date, WAM reflects term to reset date. 

 The Fund reduced its WAM by 10 days during 
the quarter due to inflows and uncertainty of the 
amount and timing of Federal Reserve interest rate in-
creases.  As the path of interest rate increases become 
more clear, the WAM of the Fund should begin to in-
crease. 

 Due to the temporary suspension of the re-
quired reserve transfer mechanism, the Fund has not 
contributed to reserves during the quarter and ac-
cordingly the balance at the end of the quarter re-
mained at $82.8 million. The Funds assets increased 
by $252 million during the quarter.   
 



 

 
 

For the three months ended December 31, 2021, the STIF outperformed the MFR Index* and three-
month U.S. Treasury Bills by seven basis points (0.07%) and four basis points (0.04%), respectively.  

Over the last year, the Fund had a seven basis point (0.07%) advantage versus the MFR Index and a six 
basis point (0.06%) advantage to the three-month U.S. Treasury Bill.  Recent increases in deposit rates and 
one-year Treasury Bills have provided the Fund with a yield advantage relative to its benchmarks. 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

Performance For Period Ended December 31, 2021   

Annualized Yields  (Unaudited)            

* iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 

The STIF’s monthly rate increased by one basis point (0.01%) from the prior quarter as a result of the 
more attractive opportunities in short-term bank and corporate fixed income investments.   



 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at December 31, 2021 (unaudited)1 



 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at December 31, 2021 (unaudited)1 



 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at December 31, 2021 (unaudited)1 



 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at December 31, 2021 (unaudited)1 



 

 



 

 
S H O R T - T E R M  I N V E S T M E N T  

F U N D  

 

Treasurer, State of Connecticut Shawn T. Wooden 
(860) 702-3000 

Chief Investment Officer Ted Wright, CFA, CAIA, FRM, PRM 
(860) 702-3000 

STIF Investment Management Principal Investment Officer 
Michael M. Terry, CFA 

 Investment Officer 
Paul A. Coudert 

 Securities Analyst 
Marc R. Gagnon 

 Securities Analyst 
Peter Kennedy 

 Investment Technician 
Danielle D. Thompson 

STIF Investor Services Phone: (860) 702-3118 
Fax: (860) 702-3048  

E-mail: STIFadministration@ct.gov 

Investment Transactions 1-800-754-8430 

STIF Express Online Account Access http://portal.ct.gov/ott 

Office of the Treasurer 

Short-Term Investment Fund 

165 Capitol Avenue 

2nd Floor 

Hartford, Connecticut  06106-1773 


