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 A WORD FOR THE NEW YEAR  

This Day in History: Today is National Spaghetti Day. On January 4, 1999, former professional wrestler 
Jesse Ventura was sworn in as the governor of Minnesota. In 1954, Elvis Presley recorded his first demo 
record, a 10-minute recording of “It Wouldn’t Be The Same Without You” and “I’ll Never Stand in Your 
Way” at Sun Records in Memphis, Tennessee.  

Market Update: Another quiet holiday shortened week with rates trading in a tight range.   

 

Desk activity was slow as expected in a short trading week with commercial borrowers 
locking in attractive fixed rates and bankers executing investment portfolio hedges.  

 

We have a tradition of watching several Christmas movies every year, including Elf, Christmas 
Vacation, and Polar Express, even though we can pretty much quote most of the lines. They are 
part of the Christmas season relaxation, but they also have lessons we can learn from them (ok, 
that may be a stretch for Christmas Vacation).  

As bankers return from the holidays and these relaxing movies, they are beginning to focus on 
2021 and the upcoming challenges. While we are glad to flip the calendar from 2020, the 
concerns and challenges that existed last week are still present. In the tradition of Polar 
Express, we are suggesting a few words for bankers to consider as we begin 2021: 

Learn: Bankers must continue to learn to prosper. Constant changes in customer expectations, 
available technology, and outside threats mean bankers can’t rely on the tools of the past to 
succeed in the future.  

Compete: Community bankers face many competitors, including credit unions, mega banks, 
online lenders, internet banks, and other community banks. Many of those have deeper 
pockets or tax advantages that make competition difficult at times. Bankers must use all 
available tools to successfully compete for business. 

Term 12/31/2020 12/24/2020 1month ago 8/4/2020 WoW MoM Since 8/4/2020
2y 0.19            0.20             0.19              0.18              (0.01)       (0.00)       0.00                   
3y 0.23            0.24             0.24              0.18              (0.01)       (0.01)       0.05                   
5y 0.43            0.45             0.44              0.24              (0.02)       (0.01)       0.19                   
7y 0.65            0.67             0.67              0.35              (0.01)       (0.02)       0.30                   

10y 0.93            0.94             0.94              0.51              (0.01)       (0.01)       0.42                   
20y 1.32            1.32             1.32              0.73              (0.01)       (0.01)       0.59                   

2s/10s slope 0.74            0.74             0.75              0.32              0.00         (0.01)       0.41                   
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Earn: It appears 2021 will be a challenging year for bank earnings as interest rate margins will 
be squeezed and potential credit losses are uncertain. Most community banks must “earn their 
independence” by providing acceptable returns and liquidity to shareholders or they risk 
becoming a casualty of continuing industry consolidation. 

Invest: There is a never-ending struggle to balance investing in the future to assure continued 
survival versus improving short term earnings by delaying certain investments. Community 
bankers that flourish will be those that balance earnings in the short term and investing for the 
long term.   

Leverage: Banks can leverage capital to a much greater extent than virtually any other industry. 
Leveraging capital more than in the past may be a necessity for those desiring to meet their 
growth and earnings goals.  

VSIRP can help you with many of these goals. We are currently helping scores of community 
banks who learned how to safely use derivatives to successfully compete for business and earn 
more while controlling interest rate risk. The investment needed is minimal; it is generally 
management time to understand a product that will pay dividends for years to come. Once 
understood, the use of interest rate swaps and similar tools can help you efficiently leverage 
your capital and add to your core earnings as you meet customer demand and grow. 

We look forward to continuing to educate and help community banks meet their objectives in 
2021. Please contact us to discuss how we can help you implement a hedging program to 
flourish in challenging times.  

Stay safe and have a great first week of 2021! 
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INTENDED FOR INSTITUTIONAL INVESTORS ONLY. The information included herein has been obtained from sources deemed reliable, but it is not in 
any way guaranteed, and it, together with any opinions expressed, is subject to change at any time. Any and all details offered in this publication are 
preliminary and are therefore subject to change at any time. This has been prepared for general information purposes only and does not consider the 
specific investment objectives, financial situation and particular needs of any individual or institution. This information is, by its very nature, 
incomplete and specifically lacks information critical to making final investment decisions. Investors should seek financial advice as to the 
appropriateness of investing in any securities or investment strategies mentioned or recommended. The accuracy of the financial projections is 
dependent on the occurrence of future events which cannot be assured; therefore, the actual results achieved during the projection period may vary 
from the projections. Interest rate swaps and derivatives are offered and sold via Vining Sparks Interest Rate Products, LLC (VSIRP). VSIRP is an 
independent operating entity and is not a subsidiary of Vining Sparks IBG, LP. VSIRP is not a broker/dealer registered with the SEC. The firm may have 
positions, long or short, in any or all securities mentioned. Vining Sparks is a member FINRA/SIPC.

This material was produced by a Vining Sparks Interest Rate Products representative and is not considered research and is not a product of any 
research department.  Employees may provide advice to investors as well as to Vining Spark's trading desk.  The trading desk may trade as principal in 
the products discussed in this material.  Employees may have consulted with the trading desk while preparing this material and the trading desk may 
have accumulated positions in the securities or related derivatives products that are the subject of this material.  Employees receive compensation 
which may be based in part on the quality of their analysis, Vining Sparks' revenues, trading revenues, and competitive factors. Although this 
information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or 
condensed.  Opinions, historical price(s) or value(s) are as of the date and, if applicable, time, indicated.  Vining Sparks Interest Rate Products does not 
accept any responsibility to update any opinions or other information contained in this communication.  Vining Sparks Interest Rate Products is not 
providing investment advice through this material.  This is for information purposes only and is not intended as an offer or solicitation of any product.  
Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all investors.  Before acting on any advice 
or recommendation in this material, you should consider whether it is suitable for your particular circumstances.  Further information on any of the 
securities or financial instruments mentioned in this material may be obtained upon request. 
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