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August 7, 2023 
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 fiscal year that ended June 30, 2023. The Fund earned an average annualized yield of 5.04 
percent for the quarter and 3.93 percent for the fiscal year, which was .15 and .18 percent higher, respectively, than 
our iMoneyNet benchmark* for both periods. This performance resulted in interest earnings above the benchmark 
for Connecticut’s state and local governments, amounting to an additional $7 million for the quarter and $29 million 
for the fiscal year.  
The regional banking crisis that roiled the markets subsided during the final quarter of the fiscal year, but its effects 
are still being felt. Regional banks play an important economic role as commercial and personal lenders, and as 
they’ve turned their attention to liquidity and shoring up their balance sheets, that lending has contracted. This has 
further tightened credit conditions in the United States. We remain vigilant in monitoring these conditions to 
ascertain the impact on the Fund’s portfolio, and we use this research and analysis to help us determine our STIF 
investment strategy. Most recently, this was reflected in the increase in U.S. Treasury securities, the continuation of 
reduced exposure in bank investments, and the slight extension of the fund’s weighted average maturity.  
The fourth quarter’s 25 basis point increase in the Federal Funds rate brought the cumulative increase in the Federal 
Funds rate to 275 basis points (2.75 percent) during the fiscal year, increasing the rate from 1.75 percent to 5.25 
percent. That’s the highest rate since 2007 and the largest increase in the rate since the 1970s. As a result, the 
monthly rate on STIF rose from 4.71 percent in March 2023 to 5.15 percent on June 30, 2023—an increase in the 
monthly STIF rate of 44 basis points. The Fund captured approximately 100 percent of the interest rate increases, 
despite the Fund having a weighted average maturity of 41 days during the quarter. It also added ten basis points to 
the designated surplus reserve during the entirety of the quarter. For the fiscal year ended June 30, 2023, the Fund’s 
rate increased by 365 basis points (3.15 percent), and it ended the fiscal year at its highest rate in over a decade. 
My office is committed to providing investors and stakeholders across all divisions with competitive products and 
services, without compromising on the safety, security, and quality you have come to expect. The Fund remains 
focused on interest rates and investing in the assets and maturities that we expect will benefit from this phase of the 
economic cycle, sustaining the income produced for investors as long as possible.  
As always, should you have any questions about the Fund, please reach out to our investment team. They will be 
happy to assist. 
 
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 June 30, 2023.  The U.S. 
economy expanded during the quarter at a slower rate than the prior quarter but above consensus expectations.  The economy 
expanded, as measured by the annualized quarter-over-quarter change in gross domestic product (GDP), by 2.4 percent during 
the fourth calendar quarter. Expectations are that the U.S. economy will grow by 1.3 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 consumer inflation,
as measured by the year-over-year change in the consumer price index (CPI), increasing 3 percent in June (down 2 percentage 
points from March 2023) and the CPI core rate (CPI excluding food and energy) increased by 4.8 percent in June (down 0.8 
percent from March 2023).  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 nearly 750 thousand jobs during the quarter, while the unemployment rate was 
marginally higher at 3.6 percent from the prior quarter at 3.5 percent. 

Bloomberg monthly survey of U.S. economic forecast as of June 30, 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 3 percent year-over-
year in June (down 96 basis points sequentially). 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 Federal Reserve has continued 
to tighten monetary policy through higher interest rates.  It is 
currently expected that the Federal Funds rate will increase 
to 5.5%, and then pause.

Nonfarm Payrolls continued their descent during the fourth fiscal 
quarter, averaging 244 thousand jobs during the quarter.  The 
average for the quarter is down 68 thousand jobs from the third 
fiscal quarter’s average of 312 thousand jobs. When looking at the 
twelve month rolling average, the average is down 83 thousand 
jobs since December 2023.  The unemployment rate ended the 
quarter at 3.6%, up 0.1 percent since the prior quarter and De-
cember 2022.

Source:  BloombergSource:  Bloomberg



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

During the second quarter of the 2023 calendar year, the U.S. Treasuries yield curve between three months and ten years fur-
ther inverted by 50 basis points (0.50 percent) as short-term rates rose with the increases in the federal funds rate and an in-
crease in near-term federal funds expectations. The yield curve between three months and ten years ended the quarter at –
106 basis points (-1.06 percent) as the two-year Treasury Note increased 87 basis points (0.87 percent) to 4.90 percent and 
the ten-year treasury Note increased by 37 basis points (0.37 percent) to 3.84 percent.  This sort of yield curve inversion has 
historically indicated a recession is expected in the near future. The Fund increased its weighted average maturity during the 
quarter as the Treasury Bill market began to reflect future rate increases which the fund has been expecting.    

Inflation expectations, as measured by the breakeven infla-
tion rate on Treasury Inflation Protected Securities (TIPS), 
have remained between 2.0 percent and 2.5 percent during 
the quarter.  The two-year and five-year breakeven rates 
became better synched during the quarter, reflecting the 
market’s expectation that the Federal Reserve will get infla-
tion under control in the near and intermediate term.  The 
breakeven inflation rate is the difference between real yields 
and nominal yields.

Money market interest rates have increased approximately 80 
basis points (0.80 percent) during the this calendar year snf 
approximately 25 basis points (0.25%) during the second 
calendar quarter. The fear of inflation has driven interest 
rates to their highest in a decade and the market is expecting 
interest rates to climb moderately higher in the near-term.  

Source: Bloomberg: as of 06/30/23.

Source: Bloomberg Source: Bloomberg

Source: Bloomberg: as of 06/30/23.



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 JUNE 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 33 percent, essentially unchanged from the prior quarter. The largest allocation 
change was reducing repurchase agreements by approximately six percent and increasing government securities by 6.7 per-
cent. This allocation change was driven primarily by opportunities in the Treasury Bill market. Government Agencies, at 26 
percent, were the Fund’s second largest allocation. The Fund increased its Weighted Average Maturity (WAM) by two days 
during the quarter, due in part the Treasury Bill purchases with near-term maturities. In total, approximately 58 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 2.5 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 two days during the quar-
ter as it took advantage of higher interest rates available on 
near-term maturity Treasury Bills.  As the WAM continues 
to be significantly lower than the maximum allowed, the 
fund is well positioned to take advantage of higher interest 
rates as they develop.

Average fund assets decreased by $222 million during the quar-
ter.  Municipal accounts decreased during the quarter by $726 
million, but remain $113 million higher than calendar 2022 year
-end. The reserve account increased by $4.7 million during the 
quarter and has increased $7.6 million since it was reactivated 
February 1, 2023.



For the three months ended June 30, 2023, the STIF outperformed its primary benchmark, the MFR Index*, by 15 basis 
points (0.15%), but underperformed three-month U.S. Treasury Bills by 7 basis points (0.07%).  As U.S. Treasury Bills re-
price faster (weekly), the Fund could not keep pace as it has a WAM of 40 days. 

Over the last year, the Fund had a 18 basis point (0.18%) advantage versus the MFR Index, but fell 25 basis points (0.25%) 
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 43 basis points (0.43%) from the prior quarter as a result of the increase in the federal 
funds rate in May as well as investment opportunities in government agency 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

PORTFOLIO CHARACTERISTICS AT JUNE 30, 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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