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January 31,  2024 

Dear Investor: 

 

I am pleased to report that the Short-Term Investment Fund (STIF or Fund) outperformed similar money funds for 
both the quarter and one-year period ending on September 30, 2023. The Fund’s average annualized yield for the 
quarter was 5.37%, exceeding the iMoneyNet benchmark* by 0.13% and generating an additional $6 million of 
additional interest earnings for Connecticut state and local goverments. Over the one-year period, the STIF exceeded 
its benchmark by 0.18%, yielding returns of 4.77% and generating $32 million in additional earnings.  

  

Inflation remains a persistent economic focus, dominating much of the landscape over the past few years. In March 
2020, the Federal Open Market Committee’s (FOMC) decision to lower interest rates to 0.25% was followed by 
months of unforeseen and substantial inflationary increases. By June 2022, the Consumer Price Index (CPI) surged 
to 9.1%. Subsequent to this, a series of interest rate hikes was initiated to exert downward pressure on inflation. At 
the FOMC’s July 2023 meeting, a 25-basis point increase brought overnight rates to a range of 5.25-5.50%. As of the 
latest update, additional rate increases seem unlikely, while market indicators suggest a potential 150-basis point drop 
by December 2024. The volatility of interest rates over the past few months reenforces the importance of STIF’s 
stability and reliability. 

  

Within our office, long-time STIF Principal Investment Officer Mike Terry has departed state service for a new 
opportunity in the private sector. Mike gave 11 years of exemplary service to the state and STIF’s accountholders. 
We’re grateful for his many contributions and wish him well in his next chapter. Investment Officer Paul Coudert 
has assumed the role on an interim basis. Paul has been with the Treasurer’s Office for nearly 29 years, most as 
STIF’s Investment Officer and trader. As we conduct a thorough process to name a permanent replacement, we’re 
fortunate to have Paul and his colleagues continue the work of maximizing short-term investments while maintaining 
liquidity for the organizations that rely on the Fund. 

  

My office takes great pride in providing investors with a competitive rate of return without sacrificing safety and 
liquidity. The Fund is an essential tool for public finance and an example of how we can collaborate to benefit our 
shared constituents. I am confident our investment philosophy will continue to produce favorable returns, and that 
STIF will remain an invaluable resource for its investors. As always, should you have any questions about the Fund, 
please reach out to our investment team and they will be happy to provide assistance. 

 

Sincerely,     

 

Erick Russell  

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  &  O U T L O O K  

The table below summarizes recent and projected economic growth, inflation, and employment as of September 30, 2023.  The 

economy expanded, as measured by the annualized quarter-over-quarter change in gross domestic product (GDP), by 4.9 per-

cent during the third calendar quarter. Expectations are that the U.S. economy will grow by 2.2 percent during calendar year 

2023, notably slower than 2022. Inflation continued to be higher than the Federal Reserve’s target rate of 2 percent, with con-

sumer inflation, as measured by the year-over-year change in the consumer price index (CPI), increasing 3.7 percent in Septem-

ber and the CPI core rate (CPI excluding food and energy) increased by 4.1 percent in September.  Importantly, the rate of 

price increases has slowed significantly from the peak of 9.1 percent in June of 2022.  The United States added nearly 700,000 

jobs during the quarter, while the unemployment rate ended the quarter at 3.8 percent up from 3.6 percent at June 30. Jobless 

claims averaged 224,000 during the period, down from the 242,000 average in the second calendar quarter. 

 Bloomberg monthly survey of U.S. economic forecast as of  September 30, 2023. 

Core-Inflation, as measured by the CPI year-over-year 
change, continued to moderate during the quarter, falling 
from 4.8 percent year-over-year in June to 4.1 percent year-
over-year in September. Despite the moderation, inflation 
continues to be higher than the Federal Reserve’s target rate 
of two percent. As a result, the Federal Reserve tighten mon-
etary policy by 25 basis points in July.  It is currently ex-
pected that the Federal Funds rate will remain at a target rate 
of 5.25-5.50 for the next few quarters. 

Nonfarm Payrolls increased modestly in July and then continued 
their ascent during the final two months of the quarter. However, 
job growth is clearly slowing since the 750,000 jobs created in 
February 2022. The unemployment rate ended the quarter at 
3.8% up from the prior quarter’s 3.6%. 

Source:  Bloomberg Source:  Bloomberg 



 

 

In July, the Federal Open Market Committee raised their Federal Funds Target Rate to a range of 5.25-5.50 percent.  As the 

third quarter of the 2023 calendar year came to a close, the U.S. Treasuries yield curve at six months through two years began 

to invert as the prospect for further rate increases and the outlook for longer term inflation began to subside.   

M A R K E T  R E V I E W  &  O U T L O O K  



 

 
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 SEPTEMBER 30, 2023 

Deposit instruments (including those backed by Federal Home Loan Bank (FHLB) letters of credit) represented the 

Fund’s largest investment allocation at approximately 35 percent. Federal agency securities, at 24 percent, were the Fund’s 

second largest allocation. The Fund’s Weighted Average Maturity (WAM) and the quarter at 40 days. In total, approxi-

mately 56 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. 

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

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

The Fund maintained its WAM of 40 days during the quarter 

while continuing to take advantage of higher interest rates.  

As the WAM continues to be significantly lower than the 

maximum allowed, the fund is well positioned to take ad-

vantage of higher interest rates as they develop. 

Total fund assets decreased by $1.3 billion during the quarter 

as assets moved out of STIF and into the pension fund.  De-

spite a decrease in total assets, municipal deposits increased by 

approximately $800 million. The reserve account increased by 

nearly $5 million during the quarter totaling more than $95 

million. 



 

 

For the three months ended September 30, 2023, the STIF outperformed its primary benchmark, the MFR Index*, by 0.13 

percent, and three-month U.S. Treasury Bills by 0.01 percent.  Over the last year, the Fund had an 0.18 percent advantage 

versus the MFR Index, but fell 0.10 percent short of the three-month U.S. Treasury Bill.  As rates increase, it takes the Fund 

longer to reinvest at higher interest rates. 

 iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 
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Treasurer, State of Connecticut Erick Russell 

(860) 702-3000 

Chief Investment Officer Ted Wright, CFA, CAIA, FRM, PRM 

(860) 702-3000 

Assistant Treasurer,  

Cash Management 

Robert Scalise 

(860) 702-3000 

STIF Investment Management Interim, Principal Investment Officer 

Paul A. Coudert 

 Securities Analyst 

Marc R. Gagnon 

 Fund Accountant 

Jan Hong 

 Investment Technician 

Danielle D. Thompson 

STIF Investor Services Phone: (860) 702-3118 

Fax: (860) 702-3048  

E-mail: STIFadministration@ct.gov 

STIF Express Online Help 1-877-225-8481 

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