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DISCOMFORT LEADS TO SUCCESS 

This Day in History:  In 1990, a baseball first as Ken Griffey and Ken Griffey, Jr. became the first 
father and son to play on the same team (Seattle Mariners). The pair hit back-to-back singles, 
and both scored in the first inning.  

Market Update: Swap rates were up across a steepening curve last week with the 5-year rate 
up 2bps and the 10-year rate up 10bps. Fed Funds futures contracts were all trading at 
positive rates with the March and June 2021 SOFR futures contract trading at -.5bps. 

Hedging themes continue to focus on taking advantage of the low rate environment. Last 
week’s desk activity was dominated by commercial loan hedging and fixing rates on floating 
rate liabilities. 

 
Most Americans are feeling uncomfortable: an uncertain economy, an ongoing pandemic, 
staggering declines in GDP, record low interest rates that hurt savers, and civil unrest are 
causing higher levels of stress and discomfort than we have experienced in years. Is that 
necessarily bad? Maybe not, according to futurist Merilee Kern.  

In an article we highly recommend you read (link), Kern states, “Once you embrace the unnervingly 
unfamiliar, you open yourself up to the possibility of accomplishing more than you ever dreamed 
possible.” Other nuggets in the article include: 

• Lingering in a psychological state of contentment not only can—but most likely will—inhibit your 
ability to grow and realize your full potential, both as a business professional and 
organizationally. 

• Stress can prompt the mind to adapt and better rise to a challenge to overcome achievement-
hindering obstacles. 

• For every uneasy moment, your hidden leadership potential is rising closer to the surface, where 
it can ultimately be mastered to great effect. 

• If you’re not uncomfortable, you are not likely to be making significant progress.  

You are probably asking yourself, ok this is good stuff but how does it relate to using interest rate 
swaps? Keep reading and we will tie it together.  

In our experience, the idea of using interest rate swaps and derivatives makes some bankers 
uncomfortable, causing them to completely rule out their use. We occasionally (but less frequently than 
just a few years ago) run into objections that can be summarized as follows: 

• We don’t understand swaps 
• The accounting is too complicated 
• I’ve heard horror stories about bad outcomes 

https://www.fastcompany.com/90537475/this-one-thing-is-holding-you-back-from-becoming-a-leader
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These were all legitimate objections 10 to 15 years ago. Today, however, education, understanding and 
experience have helped alleviate those objections.  We have added several new customers recently 
where the business case for using interest rate swaps far outweighed any preconceived objections. Most 
of these customers were initially uncomfortable with the notion of using interest rate products, but as 
they educated themselves, they came to realize that interest rate swaps were not as difficult as they had 
feared and they can indeed help the bank become more profitable.  

During a recent first conversation with a management team they commented, “We’ve been in business 
for over 100 years and never had to use interest rate swaps. Why should we now?” After seeing a 
compelling business case for how swaps would benefit their core business, they are now customers. In 
this case, the stress of using swaps was overcome by education and the desire to succeed and compete 
in a challenging market. 

We consistently find bankers who invest the time come to realize many of the myths about swaps are 
simply wrong. In fact, these tools are easier to understand and use than many other instruments already 
on your balance sheet. In a short period of time, most customers’ attitudes change from discomfort and 
stress to quoting Staples and saying: “That Was Easy.” 

Stay safe and have a great week! 
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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. 



Levels Shown are Indications Only

Please Call Vining Sparks Interest Rate Products Group for Current Indications

Levels Priced on

Interest Rate Swap Curves

LIBOR Swap Curve Money Market Rates 3M LIBOR

Current Last Week Last Month 1M LIBOR 0.15675% Forward Rates

3M LIBOR 0.24088% Sep-20 0.23000%

2-Year 0.223% 0.220% 0.179% 6M LIBOR 0.30988% Dec-20 0.29000%

3-Year 0.237% 0.236% 0.180% 12M LIBOR 0.44525% Mar-21 0.20500%

5-Year 0.345% 0.325% 0.251% Prime 3.25000% Jun-21 0.19000%

7-Year 0.513% 0.460% 0.370% FFTR 0.2500% Sep-21 0.19500%

10-Year 0.736% 0.646% 0.521% Eff FF 0.0900%

12-Year 0.845% 0.740% 0.596% SOFR 0.0700%

15-Year 0.955% 0.834% 0.669%

20-Year 1.063% 0.928% 0.739%

*Bloomberg mid-market quotations

Forward Starting Swap Quotes

Amortization Term (Years) 20-Year Amortization

Floating Rate 3-Year 5-Year 7-Year 10-Year 15-Year 20-Year 25-Year Bullet Floating Rate 3-Month 6-Month 12-Month

2-Year LIBOR + 2.00% 2.26% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2-Year LIBOR + 2.00% 2.25% 2.25% 2.25%

3-Year LIBOR + 2.00% 2.26% 2.26% 2.26% 2.26% 2.25% 2.25% 2.25% 2.25% 3-Year LIBOR + 2.00% 2.26% 2.28% 2.31%

4-Year LIBOR + 2.00% 2.28% 2.28% 2.29% 2.30% 2.30% 2.30% 2.31% 4-Year LIBOR + 2.00% 2.32% 2.34% 2.38%

5-Year LIBOR + 2.00% 2.29% 2.32% 2.35% 2.35% 2.36% 2.36% 2.36% 5-Year LIBOR + 2.00% 2.38% 2.41% 2.47%

6-Year LIBOR + 2.00% 2.36% 2.40% 2.42% 2.43% 2.43% 2.44% 6-Year LIBOR + 2.00% 2.45% 2.48% 2.55%

7-Year LIBOR + 2.00% 2.38% 2.45% 2.49% 2.50% 2.51% 2.52% 7-Year LIBOR + 2.00% 2.53% 2.56% 2.62%

8-Year LIBOR + 2.00% 2.49% 2.55% 2.57% 2.58% 2.60% 8-Year LIBOR + 2.00% 2.60% 2.62% 2.69%

9-Year LIBOR + 2.00% 2.52% 2.60% 2.63% 2.64% 2.68% 9-Year LIBOR + 2.00% 2.65% 2.68% 2.74%

10-Year LIBOR + 2.00% 2.53% 2.64% 2.68% 2.70% 2.75% 10-Year LIBOR + 2.00% 2.70% 2.73% 2.79%

12-Year LIBOR + 2.00% 2.70% 2.77% 2.80% 2.85% 12-Year LIBOR + 2.00% 2.79% 2.82% 2.87%

15-Year LIBOR + 2.00% Customer Receives 1-Month LIBOR + 2.00% 2.73% 2.85% 2.88% 2.96% 15-Year LIBOR + 2.00% 2.87% 2.89% 2.93%

Profitability Analysis Macro-Hedging

Profit Per Basis Point of Mark-up, Per $1,000,000 of Notional Protection Against Rising Rates

3-Year 5-Year 7-Year 10-Year 15-Year 20-Year 25-Year Bullet 3mL Pay Fixed Swap

2-Year $141 $167 $178 $186 $193 $196 $198 $203 2-Year Strike 2-Year 3-Year 4-Year 5-Year

3-Year $160 $221 $247 $267 $282 $290 $294 $305 3-Year 0.30% 0.36% 0.52% 1.05% 1.68%

4-Year $254 $302 $338 $365 $378 $386 $406 4-Year 0.50% 0.32% 0.40% 0.81% 1.32%

5-Year $266 $342 $398 $442 $463 $475 $506 5-Year 0.75% 0.32% 0.37% 0.67% 1.07%

6-Year $366 $449 $512 $543 $562 $607

7-Year $375 $489 $576 $619 $644 $706 Protection Against Falling Rates

8-Year $518 $634 $691 $724 $806

9-Year $535 $683 $756 $798 $904 2-Year Strike 2-Year 3-Year 4-Year 5-Year

10-Year $542 $726 $816 $869 $1,000 3-Year 0.25% 0.48% 0.77% 1.06% 1.37%

12-Year Fee Income Generation Only Possible With $789 $921 $998 $1,190 4-Year 0.15% 0.44% 0.70% 0.97% 1.24%

15-Year Back-to-Back Swaps and SMART Loan Products $825 $1,037 $1,160 $1,467 5-Year 0.10% 0.43% 0.69% 0.94% 1.20%

Contact Information - Toll Free 800-786-2883 or www.VSIRP.com
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Customer Pays Fixed, Monthly, Act/360

Spot Start Loan Hedging

0.34%

0.35%

0.39%

0.45%

3.06%

3.09%

3.17%

3.07%

3-Month LIBOR Caps - Premium in Basis Points

3-Month LIBOR Floors - Premium in Basis PointsPrime Rcv Fixed Swap

(901) 766-3382 (901) 766-3384 (901) 766-3389 (864) 915-6675

Rick Redmond Katharine Bray Walt Robison Tommy Warren

Although this information is from sources that we believe reliable, we do not guaranteee its

accuracy, and it may be incomplete or condensed.  This is for informational purposes only and is

not intended as an offer or solicitation with respect to the purchase or sale of any security.  AllBattle Beasley

indicative of future results while changes in any assumption may have material effect on projected results.

(901) 766-3383 herein listed securities are subject to availability and change in price.  Past Performance is not

Any distribution or copying of this communication is strictly prohibited.  

rredmond@vsirp.com kbray@vsirp.com wrobison@vsirp.com twarren@vsirp.com bbeasley@vsirp.com
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LIBOR Swap Curve

Pay Fix, 
quarterly, 
act/360 both 
sides

Receive fixed, 
monthly,  
act/365 both 
sides

mailto:rredmond@vsirp.com
mailto:kbray@vsirp.com
mailto:wrobison@vsirp.com
mailto:twarren@vsirp.com
mailto:bbeasley@vsirp.com
mailto:bbeasley@vsirp.com
mailto:rredmond@vsirp.com
mailto:kbray@vsirp.com
mailto:wrobison@vsirp.com
mailto:twarren@vsirp.com
mailto:bbeasley@vsirp.com

