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April 18, 2023 

Dear Investor: 

 

I am pleased to report that for the quarter and one-year period ended March 31, 2023, the Short-Term Investment 
Fund (STIF or Fund) outperformed similar money funds, earning an average annualized yield of 4.56 and 2.85 
percent, respectively, which was 0.18 and 0.20 percent higher than our iMoneyNet benchmark* for both periods. 
This performance resulted in interest earnings of an additional $9.7 million and $33.9 million, respectively, above the 
benchmark for Connecticut’s state and local governments.   

 

During the month of March the banking industry went through a state of turmoil as the largest bank failure since the 
global financial crisis occurred. Regional banks in particular came under significant scrutiny as questions regarding 
their deposit base and investment portfolios continued to arise. The Fund had no investments in Silicon Valley Bank, 
Signature Bank, or Credit Suisse. Moreover, the Fund did not have investments at risk in any of the banks under the 
most pressure—domestic or foreign. Bank exposure within the fund has been limited to some of the largest, best 
capitalized financial institutions. The Short-Term Investment Fund has always had a conservative approach to its 
investments as its primary focus has been, and will be, the safety of principal. We will not sacrifice our focus on 
safety (and liquidity) for additional yield.  In addition to the team responsible for the management of the Fund, the 
Fund has access to the combined resources, internal and external, of the Pension Fund Management, Cash 
Management, and Debt Management divisions for insight into the markets, securities, and entities in which it invests 
- the full resources of this Office are brought to bear across divisions. 

 

The quarter’s two interest rate increases added fifty basis points to the federal funds rate, increasing the range to 4.75
-5.00 percent (from last quarter’s 4.25-4.50 percent).  As a result, the monthly rate rose from 4.29 percent in 
December 2022 to 4.71 percent on March 2023—an increase in the monthly STIF rate of 42 basis points. The fund 
captured approximately 84 percent of the interest rate increases despite the Fund having a weighted average maturity 
of 34 days during the quarter and added ten basis points to the designated surplus reserve starting February 1, 2023. 

 

My office will continue to provide investors with a competitive rate of return without sacrificing the safety and 
liquidity you have come to expect. The volatility and newsworthy tumult in parts of the banking sector this quarter 
reenforces this importance of the Short-Term Investment Fund’s stability and reliability. Our commitment to the 
safety of your funds is unwavering and we are confident our investment philosophy will continue to produce 
favorable returns and keep the Fund on solid ground. 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 March 31, 2023.  The 
U.S. economy expanded during the quarter at a slower rate than the prior quarter and below consensus expectations.  The 
economy expanded, as measured by the annualized quarter-over-quarter change in gross domestic product (GDP), by 2.6 per-
cent during the fourth calendar quarter. Expectations are that the U.S. economy will grow by 1.1 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 5.1 percent in March 
(down 0.9 percent from February 2023) and the CPI core rate (CPI excluding food and energy) increased by 5.6 percent in 
March (up 0.1 percent from February).  Importantly, the rate of price increases has slowed significantly from the peak of 9.1 
percent in June of 2022.  The United States added slightly over one million jobs during the quarter, while the unemployment 
rate was essentially unchanged from the prior quarter at 3.5 percent. Jobless claims averaged 221 thousand during the period, 

* Bloomberg monthly survey of U.S. economic forecast as of March 31, 2023. 

Inflation, as measured by the CPI year-over-year change, 
continued to moderate during the quarter, falling from 8.06 
percent year-over-year in December to 5 percent year-over-
year in March. Despite the moderation, inflation continues 
to be significantly higher than the Federal Reserve’s target 
rate of two percent. As a result of higher inflation, the Feder-
al Reserve has continued to tighten monetary policy through 
higher interest rates.  It is currently expected that the Federal 
Funds rate will increase to approximately five percent. 

Nonfarm Payrolls increased significantly in January and then con-
tinued their decline during the final two months of the quarter. 
The average monthly addition to payrolls ticked up from 247 
thousand jobs added per month to 344 thousand jobs added per 
month, much of it due to January’s increase. The quarter ended 
with a below trend addition of 236 thousand jobs. The unemploy-
ment rate ended the quarter at 3.6% up from the prior quarter’s 
3.5%. 

Source:  Bloomberg Source:  Bloomberg 



 

  

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

During the first quarter of the 2023 calendar year, the U.S. Treasuries yield curve between three months and ten years flat-
tened by 78 basis points (0.78 percent) as short-term rates rose with the increases in the federal funds rate and an increase in 
near-term inflation and interest rate expectations. The yield curve between three months and ten years remained inverted, 
where ten year interest rates were 128 basis points (1.28 percent) lower than three month interest rates, which has historically 
indicated a recession is expected in the near future. The Fund increased its weighted average maturity during the quarter in-
terest rate pricing in the market was more favorable and the fund was presented with attractive investment opportunities.     

Inflation expectations, as measured by the breakeven infla-
tion rate on Treasury Inflation Protected Securities (TIPS), 
rose modestly during the quarter.  The two-year and five-
year breakeven rates have diverged since the last quarter, 
with the two-year inflation rate expected to be higher than 
the five-year inflation rate. The breakeven inflation rate is 
the difference between real yields and nominal yields. 

Money market interest rates have increased nearly 450 basis 
points (4.50 percent) during the year. The fear of inflation 
has driven interest rates to their highest in a decade and the 
market is expecting interest rates to climb even higher.   

Source: Bloomberg: as of 12/31/22. 

Source: Bloomberg Source: Bloomberg 

Source: Bloomberg: as of 12/31/22. 



 

 
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, 2023 

Deposit instruments (including those backed by Federal Home Loan Bank (FHLB) letters of credit) represented the Fund’s 
largest investment allocation at approximately 33 percent, down over 12 percentage points from the prior quarter. Deposit 
instruments were reallocated to repurchase transactions (up four percentage points) and government agencies (up 12 percent-
age points). Repurchase agreements (backed by U.S. treasuries and government backed mortgages), at 30 percent, were the 
Fund’s second largest allocation. The Fund increased its Weighted Average Maturity (WAM) by ten days during the quarter, 
due in part by quarter-end falling on a Friday, and investment opportunities in the middle of the money-market yield curve. 
In total, approximately 54 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 ten percentage points from the prior quarter.  

* 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 increased its WAM by 10 days during the quarter 
as it took advantage of higher interest rates.  As the WAM 
continues to be significantly lower than the maximum al-
lowed, the fund is well positioned to take advantage of 
higher interest rates as they develop. 

Fund assets increased by $4.6 billion during the quarter due to 
increases in state and municipal accounts.  Municipal accounts 
increased by approximately $800 million, despite an increased 
number of accounts.  The reserve account increased by $3 mil-
lion during the quarter as it was reactivated February 1, 2023. 

 



 

 

For the three months ended March 31, 2023, the STIF outperformed its primary benchmark, the MFR Index*, by 18 basis 
points (0.18%), but underperformed three-month U.S. Treasury Bills by 2 basis points (0.02%).  As U.S. Treasury Bills re-
price faster (weekly), the Fund could not keep pace as it has a WAM of 33 days.  

Over the last year, the Fund had a 19 basis point (0.19%) advantage versus the MFR Index, but fell 29 basis points (0.29%) 
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. 

The STIF’s monthly rate increased by 42 basis points (0.42%) from the prior quarter as a result of the increase in the federal 
funds rate in January and March as well as investment opportunities in government agency and corporate fixed income in-
vestments.   

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, 2023 

Annualized Yields (Unaudited) 
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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 Principal Investment Officer 

Michael M. Terry, CFA 

 Investment Officer 

Paul A. Coudert 

 Securities Analyst 

Marc R. Gagnon 

 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 

 Fund Accountant 

Jan Hong 
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Short-Term Investment Fund 
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2nd Floor 

Hartford, Connecticut  06106-1773 
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