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M e s s a g e  F r o m  t h e  T r e a s u r e r  

 

Dear Investor: 

 

It is my pleasure to inform you that during the quarter ending March 31, 2018, the Connecticut Short-Term 
Investment Fund (STIF) achieved an annualized return of 1.43 percent, which exceeded its primary benchmark, 
the iMoneyNet benchmark*, by 9 basis points.  The higher performance earned more than $1.8 million in 
additional interest income for Connecticut’s agencies, authorities, municipalities, and their taxpayers.   

 

For the one-year period ended March 31, 2018, the STIF earned  1.15 percent, while our benchmark earned 
1.05 percent.  As a result, the fund outperformed its benchmark by 10 basis points, thereby earning an 
additional $6.5 million in interest for STIF investors during the year.   

 

The fund ended the quarter with $6.9 billion in assets under management, an increase of approximately $1.2 
billion from the second fiscal quarter and $700 million higher than a year ago.  STIF’s reserves now total $59.6 
million as the fund added $1.6 million to reserves during the quarter and has added $4.9 million over the last 
12 months . 

 

We continue to invest STIF’s assets in a manner that we believe positions the fund to benefit from rising 
interest rates while maintaining a competitive current rate.  This has been accomplished through increasing the 
amount invested in the deposit instruments of highly rated banks, increasing the fund’s exposure to floating 
rate debt, and by extending the maturities of our credit investments.  These actions have allowed the fund to 
capture higher rates while creating a maturity profile that will be able to take advantage of expected rate hikes.  

 

Currently (4/6/2018), STIF holds $2.7 billion, or 40 percent of fund assets, in overnight investments or 
investments that are available on a same-day basis.  Since December 31, 2017, the weighted average maturity 
of the portfolio has been increased ten days to 43 days due to the extension of credit investments and 
opportunistic agency debt investments.  Thirty-three percent of STIF’s assets are invested in securities issued, 
insured or guaranteed by the U.S. government or federal agencies, repurchase agreements backed by such 
securities, deposit instruments with Federal Home Loan Bank letters of credit or money market funds consisting 
of such securities. 

 

STIF held its 23rd annual meeting on March 28, 2018 as part of our Public Finance Outlook Conference.  The 
conference once again had over 200 attendees who came for the STIF annual meeting and to listen to 
distinguished panelists discuss topics that affect the state and its municipalities.  It was a pleasure to meet 
with, and speak to, many STIF investors. The slides from the conference can be found on the STIF website 
under the investor communications tab.   

 

Thank you for investing in the Connecticut Short-Term Investment Fund. We know our investors have 
multiple options available to them, and we are dedicated to earning your business every day. We are 
continuously focused on providing you with safety, liquidity, transparency and performance.  

 Sincerely,    

 

 

 

 

Denise L. Nappier 

Treasurer, State of Connecticut    April 05, 2018 

  

 iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 
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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   
March 31, 2018.  The Federal Reserve’s Federal Open Market Committee (FOMC) raised rates 25 basis points 
during the quarter and is widely expected to increase the Federal Funds rate two or three more times during 
the course of 2018.  We expect that the FOMC will continue gradually raising interest rates gradually until 
economic conditions change and have been positioning the fund based upon these expectations.    

ECONOMIC SNAPSHOT 

  
Recent Results Future Expectations* 

Growth 

 

The U.S. economy grew at an annual rate of 2.9 per-
cent during the quarter ended 12/31/2018 versus 3.2 
percent in the first quarter of Fiscal Year 2018. 

 

Economists expect that for all of CY 2018, the 
economy is projected to expand at an average 
rate of 2.8 percent.   

Inflation 

 

Major Inflation Indices – Year-over-Year  

 

Core PCE                  1.6 percent (Feb) 

Core CPI                   2.1 percent (Mar) 

Core PPI                   2.7 percent (Mar) 

 

Economists expect core PCE, which is a reflec-
tion of personal consumption less food and 
energy, to increase an average of 1.9 percent 
for CY 2018.  Total CPI, which represents pric-
es of all goods and services purchased for con-
sumption by urban households, is expected to 
increase an average of 2.5 percent for CY 
2018. 

Employment 

 

March 2018 non-farm payrolls added 103,000 jobs 
while the unemployment rate, at 4.1 percent, was lower 
than March 2017’s 4.5 percent. 

 

Economists expect the unemployment rate to 
average 3.9 percent during CY 2018. 

 Bloomberg monthly survey of U.S. economic forecast as of 4/10/2018. 

 Inflation, as measured by the Consumer Price In-
dex year-over-year change, continues to be modest and is 
now at the FOMC’s two percent target.  As inflation lingers 
at or near the target rate, the FOMC’s gradual rate increas-
es should continue at a measured pace. 

 Monthly payroll growth averaged 201,000 during the 
quarter and 605,000 jobs were added during the period (driven 
in large part by February’s 326,000 addition). Both amounts 
are weaker than the growth seen during the second quarter of 
fiscal 2018, but continue to support the FOMC’s contention that 
growth in employment has been strong and the economy has 
nearly achieved full employment. 

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

During the third quarter of Fiscal Year 2018, interest rates across the maturity spectrum, but particularly 
in the three year and less segment of the curve, increased from the prior quarter flattening the slope of the 
Treasury yield curve. Over the last year, the slope of the Treasury coupon curve has flattened over 100 basis 
points due to tightening monetary policy and modest inflationary pressures. Within the traditional money 
markets, the shift upwards in rates was nearly parallel.    

During the third fiscal quarter, the FOMC raised 
the Fed Funds rate by 25 basis points and investors 
shifted their focus to the next rate hike.  Based on 
the futures market, the next rate hike (of 25 basis 
points) is expected to take place in June. 

Bloomberg:  Federal Funds futures implied probabilities 4/10/18 

Money market rates ended the quarter higher 
than the prior quarter due to the FOMC rate hike on 
March 21, 2018. We expect rates to continue to 
gradually climb as they price in additional anticipated 
rate hikes by the FOMC. 

Source: Bloomberg– as of   03/30/18 
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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 March 31 2018 

 At the end of the third quarter of fiscal 2018, STIF had a weighted-average maturity of 38 days, and 
daily liquidity, represented by overnight investments and investments available on a same-day basis, totaled 
$2.8 billion, or 41 percent of assets.  Deposit instruments (including those backed by FHLB letters of credit) 
represented the fund’s largest exposure at 46 percent, followed by non-financial commercial paper and corpo-
rate securities at 24 percent and agency securities at 21 percent.  In total, approximately 35 percent of 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, deposit instruments with FHLB letters of credit or money 
market funds consisting of such securities. 

 

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

1.    Measures deposit instruments / securities until put date and floating rate securities until reset date. 

As of March 31, 2018, STIF’s WAM was 38 days, up 
five days since December 31, 2017 (the WAM ranged 
between 32 and 39 days during the quarter and aver-
aged 36 days).    

The fund was in a reserve contributing position 
for all but eight days during the quarter ($1.6 million 
contributed) and reserves stood at approximately 
$59.6 million as of March 31, 2018. 
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The Treasurer’s Short-Term Investment Fund outperformed the MFR Index* by nine basis points for the 
three months ending March 31, 2018, while it underperformed three-month T-Bills by seventeen basis points 
due to the quicker response of Treasury bills to changes in the marketplace.  

Over the 12 months ending March 31, 2018, the fund had a 10 basis point advantage versus the MFR In-
dex* and lagged the three-month T-Bill by seven basis points.  Over longer term periods, the fund has con-
sistently outperformed both 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 03/31/2018   

Annualized Yields  (Unaudited)            

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

STIF’s monthly rate increased 20 basis points from the second fiscal quarter of the year and ended the 
third fiscal quarter at 1.54%.  STIF’s rate continues to fall within the Federal Funds target area. 
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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 March 31, 2018 (unaudited) 
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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 March 31, 2018 (unaudited) 
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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 March 31, 2018 (unaudited) 
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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 March 31, 2018 (unaudited) 
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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 March 31, 2018 (unaudited) 
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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 

Denise L. Nappier 

(860) 702-3000 

Assistant Treasurer 

Cash Management 

Lawrence A. Wilson, CTP 

(860) 702-3126 

  

STIF Investment Management Principal Investment Officer 

Michael M. Terry, CFA 

 Investment Officer 

Paul A. Coudert 

  

STIF Investor Services Phone: (860) 702-3118  

E-mail: STIFadministration@ct.gov 

Investment Transactions 1-800-754-8430 

STIF Express Online Account 
Access 

http://www.ott.ct.gov 

 Investment Technician 

Leonora Gjonbalaj 

 Securities Analyst 

Marc R. Gagnon 

Office of the Treasurer 

Short-Term Investment Fund 

55 Elm Street 

6th Floor 

Hartford, Connecticut  06106-1773 

Phone: (860) 702-3118 
Fax: (860) 702-3048 

E-mail: STIFadministration@ct.gov 

 


