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September 30, 2022 
Dear Investor: 
 
I am pleased to report that for the quarter and one-year period ended September 30, 2022, the Short-
Term Investment Fund (STIF or Fund) outperformed similar money funds, earning an average 
annualized yield of 0.82 and 0.29 percent, respectively, which was 0.24 and 0.12 percent higher than 
our iMoneyNet benchmark* for both periods. This performance resulted in an additional $5.3 million 
and $20 million, respectively, of interest earnings above the benchmark for Connecticut’s state and 
local governments.   
 
During the last quarter, the U.S. Federal Reserve Bank’s Open Market Committee (FOMC) increased 
the federal funds rate by 150 basis points (1.5%) as it continued tightening monetary policy with the 
objective or reducing the rate of inflation.  The quarter’s two rate hikes bring the year’s total to five 
rate increases totaling 300 basis points (3.0%).  The interest rate market (through federal funds 
futures) is currently expecting that the federal funds rate will continue to increase to a five percent 
rate by the middle of calendar 2023 and then begin to recede in 2024.  Given the impact of the 
federal funds rate and the interest rate on securities influenced by the federal funds rate, the interest 
rate being paid on the Fund increased 144 basis points (1.44%) during the quarter, capturing 
approximately 96 percent of the interest rate increase(s) despite the Fund having a weighted average 
maturity of  23 days. 
 
While the actions taken by the Federal reserve are necessary to reduce inflation, this will not occur 
without economic repercussions. While inflation serves to reduce demand, the only way to reduce 
demand enough to lower the rate of inflation back to the Federal Reserve’s two percent target is to 
reduce one of the “stickier” forms of inflation - wage inflation. The tightening of monetary policy will 
have to be restrictive enough to reduce demand and, in turn, the demand for labor.  This phase of the 
economic cycle typically ends in a recession as demand, and hence growth, slows. The question on 
many economists and market participants minds is when will this occur and what will the depth of the 
recession be.  We are cautiously optimistic that any resultant economic downturn will be mild, 
manageable, and short-lived. 
 
In closing, the STIF has maintained ample liquidity and is well positioned to take advantage of higher 
rates and attractive investment opportunities as they arise.  The Fund continues to focus on high 
quality investments that will be able to weather a potential economic downturn or recession in the 
coming year. We are mindful of the role the Fund plays in many investors budgets and financial plans 
and are pleased to provide all investors with a safe and attractive short-term investment vehicle. We 
remain focused on the financial markets and financial conditions in order to ensure the Fund is 
invested in a manner consistent with its objectives to provide safety an liquidity.     
 
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 September 
30, 2022.  The U.S. economy expanded during the quarter as personal consumption and exports led the way with 1.18 
percent and 2.9 percent increases, respectively. The economy expanded, as measured by the annualized quarter-over-
quarter change in gross domestic product (GDP), by 2.9 percent during the third calendar quarter. Expectations are that 
the U.S. economy will grow by 2.5 percent during calendar year 2022. Inflation continued to increase at an above trend 
rate, with consumer inflation, as measured by the year-over-year change in the consumer price index (CPI), increasing 8.2 
percent in September and the CPI core rate (CPI excluding food and energy) increased by 6.6 percent in September.  The 
United States added 1.1 million jobs during the quarter, while the unemployment rate was essentially unchanged at 5.6 
percent. Average hourly earnings (on a year-over-year basis) increased by five percent in September, adding to the con-
cern that the strength in the labor market will continue to have an inflationary impact. 

* Bloomberg monthly survey of U.S. economic forecast as of September 30, 2022. 

 Inflation, as measured by the CPI year-over-year 
change, has continued to increase at the fastest rate since 
the 1970s.  Consumer demand continues to drive the cost of 
goods and services higher.  The Federal Reserve Bank is 
expected to continue to aggressively tighten monetary policy 
in order to get inflationary pressures under control by slow-
ing the economy. 

 Nonfarm Payrolls increased marginally during the quar-
ter, mainly as the result of a strong increase in the number of 
jobs added in July.  After the July increase, the number of jobs 
added fell to increases which were below the recent trends.  
Employment must continue to recede if inflation is to subside. 

Source:  Bloomberg Source:  Bloomberg 



 

  

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 CY 2022, the U.S. Treasuries yield curve between three months and ten 
years flattened by 50 basis points (0.50%) as short-term rates rose with the increases in the federal funds 
rate and an increase in near-term inflation and interest rate expectations. In the one-year and less part of 
the U.S. Treasury yield curve, the curve steepened by 28 basis points (0.28%) as projections for the federal 
funds rate over the next year increased.  The Fund reduced its weighted average maturity during the quarter 
as it believed that market interest rates did not reflect the probable path of short-term interest rates.     

Inflation expectations, as measured by the break-
even inflation rate on Treasury Inflation Protected 
Securities (TIPS), decreased during the quarter due 
to the expected impact of the increase in the federal 
funds rate.  As the Federal Reserve is expected to 
continue to increase the federal funds rate this year, 
inflation is expected to decrease over the medium-
term. The breakeven inflation rate is the difference 
between real yields and nominal yields. 

Money market interest rates have increased sig-
nificantly as the Federal Reserve has increased the 
federal funds rate multiple times this year and is ex-
pected to increase the rate next year as well.  The 
market is currently expecting the federal funds rate 
to increase to nearly five percent during the course 
of this monetary policy tightening cycle.  

Source: Bloomberg: as of 9/30/22. 

Source: Bloomberg Source: Bloomberg 

Source: Bloomberg: as of 9/30/22. 



 

 
 

 

 

 

 

 

 

 

 

 

 

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 September 30, 2022 

  Deposit instruments (including those backed by Federal Home Loan Bank (FHLB) letters of 
credit) represented the Fund’s largest investment allocation at approximately 53 percent, followed by repur-
chase agreements at 18 percent.  The Fund increased its Weighted Average Maturity (WAM) by three days 
during the quarter as it invested in deposit instruments with a longer time until maturity. In total, approxi-
mately 37 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, a decrease of nearly one percent from the prior quarter due to the increase in re-
purchase agreements. The Fund’s government agency securities are primarily comprised of floating rate secu-
rities, which will reset higher as interest rates increase. 

 

* 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 increased its WAM by three days dur-
ing the quarter as it took advantage of higher interest 
rates.  As the WAM is significantly lower than the maxi-
mum allowed, the Fund is well positioned to take ad-
vantage of higher interest rates as they develop. 

 Fund assets decreased by $1.7 billion during 
the quarter, partially as a result of the transfer of the 
excess from the Budget Reserve Fund.  Municipal ac-
counts increased by nearly $1 billion during the quar-
ter.  The reserve account was unchanged during the 
quarter as reserve transfers have been suspended. 
 



 

 
 

For the three months ended September 30, 2022, the STIF outperformed the MFR Index* by 24 basis 
points (0.24%), but underperformed three-month U.S. Treasury Bills by 26 basis points (0.26%).  As U.S. 
Treasury Bills reprice faster (weekly), the Fund could not keep pace as it has a WAM of 23 days.  

Over the last year, the Fund had a 12 basis point (0.12%) advantage versus the MFR Index, but fell eight 
basis points (0.08%) short of the three-month U.S. Treasury Bill.  As rates increase, it takes the Fund longer 
to reinvest at higher interest rates. 

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 September 30, 2022   

Annualized Yields  (Unaudited)            

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

The STIF’s monthly rate increased by 144 basis points (1.44%) from the prior quarter as a result of the 
increase in the federal funds rate in May and June as well as investment 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 September 30, 2022 (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 September 30, 2022 (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 September 30, 2022 (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 

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 

Office of the Treasurer 

Short-Term Investment Fund 

165 Capitol Avenue 

2nd Floor 

Hartford, Connecticut  06106-1773 


