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MEMORANDUM 
 
 
To: Money Market Participants in the State Treasurer’s Short-Term Investment 

Fund (“STIF”) and the UNC-Chapel Hill Temporary Investment Pool (“Temp 
Pool”) 

 

From:  Richard L. Mann  
  Vice Chancellor for Finance and Administration 
 
Date:  June 22, 2009 
 
Re:  Money Market Rates of Return – Current Conditions and Outlook 
 
 
The purpose of this memorandum is to provide participants in the above-referenced 
money market investment vehicles with an update on current money market and fixed 
income conditions and an associated estimated impact on distributions from the STIF 
and Temp Pool over the next year, at least. 
 
To begin with a reminder, the primary objectives of these pools of investments, in 
order, are safety, liquidity, and rate of return.  With respect to the liquidity objective, 
these investment pools act in many ways as a money market fund or interest-bearing 
checking account with same-day access to these monies upon proper notification.   
 
Given these objectives, in today’s financial markets primary investment options include 
Treasury bills, notes, and bonds and US Agency notes and bonds.  As an indication of 
current rates of return on relatively risk-free investments, please see the below table 
for select Treasury obligations: 
 

Investment Rate of Return
90-Day T-Bill 0.15%
2-Year Treasury Note 1.02%
5-Year Treaury Note 2.58%
*As of June 5, 2009  
  

Why are these rates of return currently so low? As with any financial crisis, there is a 
“flight to quality” – which means that investors typically turn to money market and 
fixed income obligations of the U.S. Government as a safe haven for their funds.  As 
money has flooded into these risk-free investments, interest rates have fallen (demand 
forces have exceeded supply forces).  Additional factors include low inflation 
(currently) and Federal Reserve’s monetary policy that has set targets for overnight 



  
 

rates at close to 0%, to help with the liquidity of the financial system and to stimulate 
economic activity.    
 
Given the extremely low level of current interest rates, as securities in the STIF and the 
Temp Pool have been maturing, funds are being reinvested in securities that carry 
lower rates of return resulting in a convergence between the portfolio rate of return 
and current market rates.  It should be noted that interest rates are not predictable, 
and rates of return cannot be guaranteed, but whereas in the past money market rates 
of return have typically been in the 3-5% range, looking ahead to next fiscal year, 
return expectations should be significantly lower – with reasonable potential for rates 
to be under 1.5%.    
  
Please contact Jon King at 962-2002 for questions relating to investments or 
investment returns and Roger Patterson at 962-7242 for questions pertaining to 
University policies and procedures.   
 
Copy: Barbara Aaron, Vice President, UNC Management Company 
 Jon King, President & CEO, UNC Management Company 
 Roger Patterson, Associate Vice Chancellor for Finance 
 Dennis Press, Assistant Vice Chancellor for Finance and University Controller 
 Brian Smith, Director of Treasury and Risk Management Services 
   


