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MESSAGE FROM THE TREASURER

Dear Fellow Investor:

Today’s low interest rate environment has certainly meant changes for
governmental entities across the state. On the one hand, low rates have
substantially reduced bond interest rates, thereby lowering the costs of
bonding for capital projects. On the other, however, the lower rates
have also significantly lowered investment returns for operating cash and
pension fund portfolios.

Our Short-Term Investment Fund (STIF), which is in the market daily
buying securities for the benefit of all of our investors, has not been
immune from these lower interest rates, but it has not prevented us from
effectively and prudently investing funds in STIF on behalf of our
investors.

As this report indicates, during the quarter ending March 31, 2003, STIF
earned an effective yield of 1.47 percent. While certainly lower than the
rates obtained a few years ago, this rate is significantly above rates
earned by similar money market mutual funds during this period. Our
money fund benchmark* showed an effective yield of 1.03 percent.
Thus, STIF out-performed our benchmark by 44 basis points, earning
$4.0 million more for its investors than the investment gains represented
by the money fund benchmark.

We are continuing our analysis of ways to serve you better, particularly
through electronic communication of investment and withdrawal
instructions, while maintaining our low cost structure that allows us to
earn such above-average returns on your behalf.

As always, please do not hesitate to contact us on any matter related to
your investment with STIF.

Sincerely,

Ldie £ i

Denise L. Nappier
Treasurer, State of Connecticut June, 2003

* iMoneyNet (formerly IBC) First-Tier Institutions-Only Money Fund Report™ Index for AA-AAA funds
(MFR Index),




EcCcONOMIC UPDATE ‘

In the beginning of calendar year 2003 it appeared that the economy was
improving. Most market participants thought that the Federal Reserve (Fed) had
finished easing interest rates and that its next move would be to increase the Fed
Funds rate sometime in the fourth quarter of the year.

Now there are some concerns that the American economy could be stalling
and the next move by the Fed will be an ease, instead of a tightening of rates.
One reason for the change in opinion is weakness in the job market. The Labor
Department reported that the economy lost 357,000 jobs in the month of February
and another 108,000 jobs in March. The unemployment rate rose to 5.8 percent in
February and remained at that level in March. In addition, initial jobless benefit
claims remained above 400,000, a number consistent with slow economic growth,
for the entire month of March.

Employment, though, is a lagging indicator and, admittedly, there could be
some mitigating factors. Inclement weather and the call up of reservists due the
war with Iraq could have made the report seem more negative than it really was.
Fed officials appear to be taking the report with a grain of salt. The survey was
taken during the period covering the peak of the war, when there were widespread
cancellations of business and leisure travel, affecting employment in airlines, hotels,
restaurants and even amusement parks. Productivity has also hindered job
creation. According to an article on Bloomberg by Craig Torres, increased
productivity in the U.S. economy has cost Americans two million jobs during the
recovery, as companies can produce more goods or provide more services with
fewer workers. In the long run, however, increasing productivity is the only way
that the U.S. can remain a high wage society and still maintain its industrial base
with global competition.

As we said in our December quarterly report, the economy is being affected
mainly by geopolitical uncertainty. The Conference Board’s Consumer Confidence
Index reflected this uncertainty by plunging from 78.8 in January to 64 in February,
a decrease normally only seen in a recession, and the index was below any of the
reported lows of the 2001 recession. In March, the index went even lower, to
62.5. With the consumer as the main driving force of the economy, the direction
of the Consumer Confidence Index is of concern. Sometimes consumer psychology
can restrain an economy more than underlying economic factors would suggest.

In addition, there was a surge in oil prices before the war with Irag, which hurt
the economy. This year high oil prices and extremely cold weather conspired
together to restrain economic growth

The war with Iraq was quickly resolved, oil prices dropped, and hopefully
consumer confidence and business investment will rebound. There is some
concern, however, that the troubles with the U.S. economy are deeper than just
international uncertainty. William McDonough, the retiring President of the Federal
Reserve Bank of New York stated, "The effects of the bursting of the stock market
bubble have proven to be far more long-term and pervasive than expected.” He
added that investors and lenders were concerned about the reliability of corporate




EcCcONOMIC UPDATE ‘

governance and accounting statements, due to the accounting scandals, and these
concerns would make capital scarcer, decreasing new investments by companies.

There is also some concern in the market that if the Fed eases and brings the
Funds rate below one percent, it will not be able to stimulate the economy further
if it needs to. According to the WSJ, the experiences of both Japan and
Switzerland suggest that short-term interest rates at .25 percent or lower impair
the functioning of the money market and the banking system. Before interest
rates get this low, the Fed will most likely act. Even with extremely low short-term
interest rates, the Fed is not necessarily out of ammunition. It will most likely buy
longer-term Treasuries in an effort to influence the shape of the yield curve,
bringing down longer-term interest rates while maintaining short-term rates at
these low levels.

The question is whether the Fed will have to ease more or will the economy
get back on track now that the war with Iraq has wound down. The index of
leading indicators, after a modest rise (.1 percent) in January, declined in the
months of February (.5 percent) and March (.2 percent) before rising slightly in
April (.1 percent). April's number indicates a sluggish recovery for the economy.
Other economic numbers are more positive. Industrial production rose by 2
percent, corporate profits are better than expected, oil prices have declined,
corporate bond yields have dropped, and the volatility index of the Chicago Board
of Options (VIX), which can be used to measure investor concerns about the future
(sometimes called the fear index), after rising for most of the quarter, dropped to
an eleven month low by the end of April (a low number is positive for the
economy).

For much of the quarter, and especially after February’s employment report,
many market participants believed that the Fed would ease interest rates either at
its March 18 meeting or in one of its rare inter meeting moves. The Fed did not
ease at its May 6 meeting as many market participants expected, but in its
statement the Fed said that the probability of deflation exceeds that of inflation,
causing most market participants to conclude that the Fed would most likely ease
at its June 25, 2003 meeting. STIF's management is not as sure as the market
that the Fed will ease at its next meeting but is now of the opinion that the Fed will
not raise rates until early in 2004. If the economy does not improve and it turns
out that our economic problems are more fundamental than just concerns over the
war with Iraqg, the Fed will lower interest rates in hopes of stimulating the
economy. In addition, legislation reducing taxes has recently been enacted.

STIF's management is presently trying to extend the portfolio’s maturity by
buying securities at yields close to or above the Fed Funds rate as a hedge in case
the Fed eases. As always, we appreciate your confidence, and pledge to continue
our efforts to provide you with safety, liquidity and strong investment returns.

Economic Update reflects the views of the management of the Office of the State Treasurer’s
Short-Term Investment Fund.




SHORT-TERM INVESTMENT FUND

COMPARATIVE MONTHLY ANNUALIZED YIELDS (%) (UNAUDITED)

STIF MFR Index (a)
Effective Effective

Yield (b)  Yield (c) | Yield (b) Yield (c)

Jan-03 1.51 1.52 1.07 1.08
Feb-03 1.44 1.45 1.03 1.03
Mar-03 1.44 1.44 0.99 0.99
Average 1.46 1.47 1.03 1.03

(a) iMoneyNet, Inc. First Tier Institutions-Only Money Fund
ReportTM (MFR) Index.

(b) Annualized simple interest yield less expenses.

(¢) Annualized compounded yield less expenses.

Note: Annualized returns are provided to allow comparisons to
SEC-registered money market mutual funds, which report
on that basis.

SHORT-TERM INVESTMENT FUND

RATE OF RETURN (%)
PERIOD ENDED MARCH 31, 2003 (UNAUDITED)

Three- 1 3 5 7 10
Month (a) Year Year Year Year Year

STIF .36 1.79 387 455 488 489
MEFR Index (b) 26 1.36 347 417 450 448
(a) Three-month rate of return is not annualized.

(b) iMoneyNet, Inc. First Tier Institutions-Only Money Fund Report™
(MFR) Index.




SHORT-TERM INVESTMENT FUND

DISTRIBUTION BY INVESTMENT TYPE AT MARCH 31, 2003
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SHORT-TERM INVESTMENT FUND
DISTRIBUTION BY MATURITY* AT MARCH 31, 2003
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SHORT-TERM INVESTMENT FUND

LIST OF INVESTMENTS AT MARCH 31, 2003 (UNAUDITED)

Par Value Security Yield Amortized Market Quality  Cusip or
ek (Coupon, Maturity or Next Reset) (%) Cost** Value** Rating  Issuer ID
BANK NOTES (10.99%)
$ 50,000,000 BANC ONE 1.44, 3/11/04 1.35  § 49,981,254 § 50,043,000 A-1  06423ENLS
50,000,000 BANC ONE 1.62, 5/10/03 1.35 50,000,000 50,024,250  A-1 06423EMD4
50,000,000 BAYERISCHE LANDES BANK 1.42, 1.35 49,981,421 50,033,000 A-1+  0727MSWU2
3/8/04

50,000,000 KEY BANK 1.50, 2/7/05 1.45 50,000,000 50,046,000 A-1  49306BNM1
13,000,000 KEY BANK 1.56, 4/23/04 1.41 12,986,293 13,020,800  A-1  49306BMXS8
50,000,000 KEY BANK 1.51, 8/23/04 1.43 49,992,347 50,056,000 A-1  49306BNF6
50,000,000 KEY BANK 1.51, 8/23/04 1.43 49,992,347 50,056,000 A-1  49306BNF6

50,000,000 NATIONAL CITY BANK 1.43,2/23/04 1.36 49,986,669 50,031,500  A-1 634906BS9
40,000,000 NATIONAL CITY BANK, 1.43,2/23/04 1.36 39,989,335 40,025,200  A-1 634906BS9

$ 403,000,000 $402,909,666 $403,335,750

BANKERS' ACCEPTANCES (1.36%)

$ 50,000,000 WACHOVIA 1.10,9/9/03 1.09 49,754,028 $ 49,979.370  A-1  92976R008

$ 50,000,000 $ 49,754,028 $ 49,979,370

CERTIFICATES OF DEPOSIT (13.64%)

$ 50,000,000 CITIZENS BANK 1.61,5/12/03 161 $ 50,000,000 $ 50,000,000 A-1+  17399R004
50,000,000 FIRST UNION 1.54,5/15/03 1.54 80,000,000 80,000,000 A-1 320995004
80,000,000 FIRST UNION 1.54, 5/15/03 1.54 50,000,000 50,000,000 A-1 320995004
50,000,000 FIRST UNION 1.54, 5/15/03 1.54 50,000,000 50,000,000 A-1 320995004
50,000,000 FIRST UNION 1.54,5/15/03 1.54 50,000,000 50,000,000 A-1 320995004
50,000,000 FIRST UNION 1.54, 5/15/03 1.54 50,000,000 50,000,000 A-1 320995004
50,000,000 FIRST UNION 1.54, 5/15/03 1.54 50,000,000 50,000,000 A-1 320995004
20,000,000 FIRST UNION 1.54, 5/15/03 1.54 20,000,000 20,000,000 A-1 320998004
50,000,000 WELLS FARGO 1.25,4/21/03 1.25 50,000,000 50,000,000 A-1+  94975N004
50,000,000 WELLS FARGO 1.25, 4/25/03 1.26 49,999,667 49,999,667 A-1+  94975N004

$ 500,000,000 $499,999,667 $499,999,667

COMMERCIAL PAPER (0.85%)

$ 31,001,000 GE CAPITAL CORP 1.41,4/1/03 1.41 $ 31,001,000 $ 31,001,000 A-1+  36965JK38

$ 31,001,000 $ 31,001,000 $ 31,001,000

CORPORATE NOTES (9.36%)

$ 9,000,000 GE CAPITAL CORP 1.70, 9/24/04 1.61 $ 8,997,325 § 9,012,060 A-1+ 36962GZJ6




Par Value Security Yield Amortized Market Quality Cusip or
ek (Coupon, Maturity or Next Reset) (%) Cost** Value** Rating Issuer ID
15,000,000 GE CAPITAL CORP 1.70,9/24/04  1.61 15,000,000 15,020,100  A-1+ 36962GZJ6
50,000,000 GE CAPITAL CORP 1.70, 10/04/04 1.61 50,000,000 50,068,000 A-1+  36962GZN7
45,000,000 GE CAPITAL CORP 1.70, 10/04/04 1.61 45,000,000 45,061,200 A-1+  36962GZN7
10,000,000 GE CAPITAL CORP 1.74,11/15/04 1.61 9,995,135 10,021,200  A-1+ 36962GZT4
50,000,000 GE CAPITAL CORP 1.68, 2/4/05 1.66 49,990,658 50,001,850  A-1+ 36962GA95
40,000,000 GE CAPITAL CORP 1.68, 2/4/05 1.66 40,000,000 40,014,800  A-1+ EC8443508
13,100,000 GE CAPITAL CORP 1.68, 2/4/05 1.66 13,097,552 13,104,847  A-1+ 36962GA95
50,000,000 GE CAPITAL CORP 1.56,3/21/05  1.48 50,034,320 50,079,000 A-1+  369622FW0
11,040,000 GE CAPITAL CORP 0.96, 6/26/06  1.66 10,820,679 10,793,587  A-1+ 36962F2H8
50,000,000 SIGMA FINANCE 1.52, 2/11/05 1.41 50,000,000 50,107,000  A-1+ EC5204069
$ 343,140,000 $342,935,669 $ 343,283,644
EXTENDABLE COMMERCIAL NOTES (9.72%)
$ 21,000,000 ASAP FUNDING 1.30,4/17/03 130 $ 20,987,867 $ 20,987,867 A-1+ 04341FPEO
50,000,000 ASAP FUNDING 1.27, 5/16/03 1.27 49,920,625 49,920,625  A-1+ 04341E000
39,263,000 ASAP FUNDING 1.27, 5/16/03 1.27 39,200,670 39,200,670  A-1+ 04341E000
43,284,000 CPI FUNDING CORP 1.40, 4/25/03 1.40 43,243,602 43,243,602  A-1+ 1261M6000
150,000,000  HARWOOD FUNDING I 1.55, 1.55 150,000,000 150,000,000  A-1+ 41801H008
4/1/03
30,000,000 PRINCIPAL RESIDENTIAL 1.35, 1.35 29,952,750 29,952,750  A-1+ 74253V001
5/13/03
23,001,000 WITMER FUNDING 1.75, 4/1/03 1.75 23,001,000 23,001,000 A-1+ 97742F006
$ 356,548,000 $356,306,513 $§ 356,306,513
FEDERAL AGENCY SECURITIES (5.36%)
$ 50,000,000 FHLMC 2.875, 2/28/05 142 $ 50,323,535 $ 50,289,000 AAA 312925734
26,000,000 FHLMC 2.875,2/28/05 1.42 26,168,238 26,150,280 AAA 312925T34
25,000,000 FHLMC 3.15, 9/2/05 1.45 25,186,886 25,173,750  AAA 312925Y46
7,500,000  FHLMC 2.75, 10/17/05 1.81 7,547,185 7,536,900  AAA 3128X0BP3
30,700,000 FNMA 2.15, 1/28/05 1.59 30,786,627 30,051,600 AAA 3136F2P93
2,000,000 FNMA 2.75, 11/14/05 1.79 2,007,183 2,011,340  AAA  31359MPV9
24,500,000 SLMA 1.69, 4/26/04 1.25 24,514,154 24,614,905 AAA 86387SBJ8
30,000,000 SLMA 1.70, 4/27/04 1.25 30,022,136 30,145,500 AAA 86387SBP4
$ 195,700,000 $ 196,555,945 § 195,973,275
FULLY-SUPPORTED COMMERCIAL PAPER (15.60%)
$ 21,000,000 EXELSIOR FINANCE 1.31,4/2/03 131 $ 20,999,236 $ 20,999,236  A-1+ 30161UR23
6,869,000 EXELSIOR FINANCE 1.30,4/3/03 1.30 6,868,504 6,868,504  A-1+ 30161T009
50,000,000 EXELSIOR FINANCE 1.25,4/17/03 1.25 49,972,222 49,972,222 A-1+  30161URHO




Par Value Security Yield Amortized Market Quality Cusip or
ek (Coupon, Maturity or Next Reset) (%) Cost** Value** Rating Issuer ID
12,000,000 EXELSIOR FINANCE 1.25,4/17/03  1.25 11,993,333 11,993,333  A-1+  30161URHO
51,000,000 EXELSIOR FINANCE 1.27,4/25/03  1.27 50,956,820 50,956,820  A-1+ 30161URRS
45,000,000 EXELSIOR FINANCE 1.29, 5/7/03 1.29 44,941,950 44,941,950  A-1+ 30161US71
30,000,000 EXELSIOR FINANCE 1.29, 5/9/03 1.29 29,959,150 29,959,150  A-1+ 30161US97
300,000,000  FOUNTAIN SQUARE 1.40, 4/1/03 1.40 300,000,000 300,000,000 A-1+ 35075SR14
50,000,000  FOUNTAIN SQUARE 1.28,4/15/03  1.28 49,975,111 49,975,111  A-1+ 35075SRF3
6,031,000 STEAMBOAT FUNDING 1.28, 1.28 6,027,783 6,027,783  A-1+ 85788LRGY
4/16/03
$ 571,900,000 $571,694,110 $ 571,694,110
MULTI-BACKED COMMERCIAL PAPER (1.63%)
$ 12,050,000 BEST FUNDING 1.28, 4/7/03 128 $ 12,047,429 $ 12,047,429 A-1+ 08652MR72
47,925,000 BEST FUNDING 1.31, 6/5/03 1.32 47,811,644 47,811,336 A-1+ 08652MT54
$ 59,975,000 $ 59,859,073 § 59,858,766
RECEIVABLES-BACKED COMMERCIAL PAPER (4.62%)
$ 50,000,000 ALBIS CAPITAL CORP 1.31, 131 $ 49,974,528 $ 49,974,528  A-1+ 01344URF5
4/15/03
20,000,000 ALBIS CAPITAL CORP 1.31, 1.31 19,989,811 19,989,811  A-1+ 01344URF5
4/15/03
20,000,000 ALBIS CAPITAL CORP 1.30, 1.30 19,985,556 19,985,556  A-1+  01344URMO
4/21/03
25,000,000 ALBIS CAPITAL CORP 1.30, 1.30 24,978,333 24,978,333  A-1+ 01344URR9
4/25/03
54,565,000  REDWOOD RECEIVABLES CORP  1.40 54,565,000 54,565,000 A-1+ 75806SR16
1.40, 4/1/03
$ 169,565,000 $169,493,228  § 169,493,228
SECURITIES-BACKED COMMERCIAL PAPER (21.41%)
$ 30,000,000 AELTUS CBOV 1.32,4/3/03 132 $ 29,997,800 $ 29,997,800 A-1+ 0076A3R38
22,500,000 AELTUS CBOV 1.32, 4/4/03 1.32 22,497,525 22,497,525  A-1+ 0076A3R46
30,000,000 AELTUS CBO 'V 1.31, 4/10/03 1.31 29,990,175 29,990,175 A-1+  0076A3RA2
30,000,000 AELTUS CBO V 1.32,4/11/03 1.32 29,989,000 29,989,000 A-1+ 0076A3RB0O
28,000,000 AELTUS CBOV 1.31, 5/1/03 1.31 27,969,433 27,969,433  A-1+ 0076A3511
28,000,000 AELTUS CBO V 1.31, 5/2/03 1.31 27,968,414 27,968,414  A-1+ 0076A3S29
22,500,000 AELTUS CBO V 1.30, 5/8/03 1.30 22,469,938 22,469,938  A-1+ 0076A3S86
30,000,000 AELTUS CBO V 1.25, 5/15/03 1.25 29,954,167 29,954,167  A-1+ 0076A3SFO
29,000,000 AELTUS CBO V 1.27, 5/16/03 1.27 28,953,962 28,953,962 A-1+  007GA3SG8
30,000,000 AELTUS CBO 'V 1.28, 5/22/03 1.28 29,945,600 29,945,600  A-1+ 0076A3SN3




Par Value Security Yield Amortized Market Quality Cusip or
ek (Coupon, Maturity or Next Reset) (%) Cost** Value** Rating Issuer ID
16,250,000 AELTUS CBO V 1.29, 5/23/03 1.29 16,219,721 16,219,721  A-1+  0076A3SP8
22,500,000 AELTUS CBO V 1.29, 5/29/03 1.29 22,453,238 22,453,238 A-1+  0076A3SV5
15,500,000 AELTUS CBO V 1.30, 6/5/03 1.31 15,463,618 15,463,239  A-1+  0076A3T51
45,160,000 DECLARATION FUNDING 1.32, 1.32 45,158,344 45,158,344  A-1 24357MR28
4/2/03
50,000,000 DECLARATION FUNDING 1.32, 1.32 49,948,667 49,948,667  A-1 24357M001
4/29/03
15,568,000 DECLARATION FUNDING 1.30, 1.30 15,544,389 15,544,389  A-1 24357MSD3
5/13/03
32,914,000 DECLARATION FUNDING 1.30, 1.29 32,814,161 32,814,935  A-1 24357TMTQ3
6/24/03
10,250,000 WESTWAY FUNDING IV 1.30,4/29/03 1.30 10,239,636 10,239,636 A-1+  9616R3RV2
49,495,000 WESTWAY FUNDING IV 1.31,5/29/03 1.31 49,390,538 49,390,538 A-1+  9616R3SV1
50,000,000  WESTWAY FUNDING IV 1.27,6/20/03 1.30 49,858,889 49,856,200 A-1+  9616R3TL2
33,647,000  WESTWAY FUNDING IV 1.27,6/20/03 1.29 33,552,041 33,550,231  A-1+  9616R3TL2
15,000,000 WESTWAY FUNDING V 1.31,4/9/03 1.31 14,995,633 14,995,633  A-1+  9616X3R9%4
5,000,000  WESTWAY FUNDING V 1.30,4/9/03 1.30 4,998,556 4,998,556  A-1+  9616X3R9%4
45,000,000 WESTWAY FUNDING V 1.30,4/17/03 1.30 44,974,000 44,974,000 A-1+  9616X3RH6
12,300,000 WESTWAY FUNDING V 1.30, 5/20/03 1.30 12,278,236 12,278,236 A-1+  9616X35L6
12,000,000 WESTWAY FUNDING V 1.27,6/18/03 1.30 11,966,980 11,966,292 A-1+ 9616X3TJO
6,865,000 WESTWAY FUNDING V 1.27,6/19/03 1.30 6,845,868 6,845,486 A-1+  9616X3TK7
5,000,000  WESTWAY FUNDING V 1.32, 6/20/03 1.30 4,985,333 4,985,620 A-1+  9616X3TL5
28,302,000 WESTWAY FUNDING V 1.26, 6/24/03 1.29 28,218,792 28,216,817  A-1+  9616X3TQ4
35,400,000 WESTWAY FUNDING V 1.31,6/25/03 1.28 A-1+  9616X3TR2
35,290,506 35,293,453
$ 786,151,000 $784,933,158 §$784,929,244
REPURCHASE AGREEMENTS (5.46%)
$ 200,000,000 BEAR STEARNS 1.40, 4/1/03 1.40  $200,000,000 $200,000,000 A-1+ 073993008
$ 200,000,000 $200,000,000 $200,000,000
LIQUIDITY MANAGEMENT CONTROL SYSTEM (0.00%)
$ 474 LIQUIDITY MNGT SYSTEM 0.85, 085  § 474§ 474 A-1+ 536991003
4/1/03
$ 474 $ 474 $ 474

$3,666,980,474 TOTAL INVESTMENTS

$3,665,442,532  $3,665,855,041




SHORT-TERM INVESTMENT FUND

Market Value / Participant Units Outstanding = Ratio of Market Value per Unit*

$3,665,442,532 * / 3,627,393,903 = $1.01 per unit

* Includes designated surplus reserve which is not available for distribution to individual
shareholders.
**  Securities rounded to the nearest dollar.




SHORT-TERM INVESTMENT FUND

ORGANIZATION STRUCTURE

Treasurer Denise L. Nappier

State of Connecticut (860) 702-3000
Assistant Treasurer Lawrence A. Wilson, CCM
Cash Management (860) 702-3126

STIF Investment Management Principal Investment Officer
Harold W. Johnson, JR. CFA
(860) 702-3255

Investment Officer
Paul A. Coudert
(860) 702-3254

Securities Analyst
Marc R. Gagnon
(860) 702-3158

STIF Investor Services Accountant
Barbara Szuba
(860) 702-3118

Investment Transactions 1-800-754-8430

Voice Response System 1-800-882-8211 (Fund 136)

Office of the State Treasurer
Short-Term Investment Fund
55 Elm Street
6th Floor
Hartford, Connecticut 06106-2773

Phone: (860) 702-3256
Fax: (860) 702-3048
http:/ /www.state.ct.us/ott




