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USING THE BEST ATHLETE 

This Day in History: On September 14,1814, Francis Scott Key, after witnessing the overnight 
bombardment of Fort McHenry in Baltimore harbor, awoke to see the huge U.S. flag still waving and 
wrote the poem “Defence of Fort M’Henry,” later known as “The Star-Spangled Banner.”    In baseball 
history, on this date in 1990 father and son Ken Griffey and Ken Griffey, Jr, hit back-to-back home runs in 
the first inning of a game 

Market Update: Despite a good bit of intra-day rate movement during the week, swap rates 
finished the week slightly lower across a flattening curve. The 2-year dropped about 1bp 
while the 10-year dropped 4bps.  

Desk activity was robust led by very strong commercial loan hedging activity as borrowers 
sought to lock in extremely attractive fixed rates. Hedging themes continue to focus on 
taking advantage of the near record low rate environment. Bankers are focused on using 
swaps to convert long-term fixed rate bonds to floating rates to reduce price depreciation, 
lower funding costs (saving as much as 50bps versus wholesale alternatives) and meet 
borrower demand for long-term fixed rate loans. 

 
The college football season is finally upon us, at least in many parts of the country. In this weird 
year of COVID-19, no one is sure what to expect as there are many questions about the impact 
of the virus, whether an entire season will be played, and the quality of play given the loss of 
practice time over the last year. While having great athletes is always important, there is some 
argument that those with the best athletes who stay healthy will have even more of an 
advantage this year.   

What do athletes have to do with interest rate swaps? As we look at industry statistics and talk 
to bankers, we believe winning banks use the best, most efficient tools to meet customer 
demand, control interest rate risk, and maximize growth and earnings. Interest rate swaps can 
be great “athletes,” able to help your team on offense, defense, and special teams.  

Offense (Spot Starts) 

We think of current starting swaps as our offensive athletes that score points by helping us 
compete. Like our athlete, there are several ways swaps help our offense: 

Individual loan hedges: Offers the chance to compete by offering long term fixed rate loans that 
customers desire without the bank taking unacceptable interest rate risk. 

Individual security hedges: Allows the bank to invest in longer term fixed securities and take 
advantage of yield curve opportunities while converting to a floating rate security. The resulting 
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returns are often higher than floaters offered directly by issuers. As an added benefit, the swap 
value increases capital as rates rise, offsetting declines in the value of the investment portfolio.  

Macro portfolio hedges: Provides offensive firepower to add more fixed rate loans (especially 
long-term mortgages desired by customers) or securities by reducing the risk in the existing 
portfolio. 

Funding hedges: Gives the bank the opportunity to lock in a fixed rate on existing or marginal 
funding while lowering the cost of long-term funding.  

Defense (Forward Starts) 

Forward start swaps allow you to protect your team against future events. Their defensive 
nature can be implemented in several ways: 

Construction loan forward starts: Provides the ability to lock in permanent funding after 
construction by providing a competitive long term, fixed rate today while the bank and 
borrower avoid the risk of higher rates. Forward starts lock in the borrower when the 
construction loan is made, significantly reducing their ability to shop for a cheaper permanent 
loan after the bank has endured construction risk. 

Funding forward starts: Banks are generally flush with liquidity right now but recognize term 
funding costs are near historic lows. Forward starts allow a bank to lock in today’s cost on 
future funding, when existing funding may be maturing or when the bank anticipates they will 
need funds to support future asset growth. These swaps defend against rising rates while 
providing an increase in capital as rates increase, even before the funding is taken.  

Special Teams (Unique Terms) 

Many coaches say games are won and lost by special teams and seek aggressive athletes to differentiate 
themselves from the competition. Special teams can score points and improve the field (competitive) 
position for the team. How can swaps serve as special teams? 

Provide tailored loan terms: You can offer your borrower virtually any combination of amortization, 
payment terms, cancellable prepayment options, etc. that meet their needs. Customers want options; 
the swap market allows you to price virtually any terms, allowing you to meet customer needs rather 
than just competing on price.  

Hedge as desired: You can establish and adjust hedge ratios (the percentage of a portfolio hedged), the 
term hedged, and specific time periods hedged without huge negative accounting implications. New 
accounting rules give banks flexible hedging options. 

Fund as desired: You can use various funding options, depending on the source of cheapest funds, to 
determine the mix of funding you need, allowing the bank to adjust decisions as the environment 
changes. 
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The best athletes need good coaching. We serve as your swaps coach and provide the assistance you 
need to develop strategies, implement transactions, and properly document and account for your 
decisions. Let us talk with you about how using the efficient athletes of interest rate swaps can help 
improve your performance and increase your chances of beating the competition.  

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. 
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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 0.15213% Forward Rates

3M LIBOR 0.23725% Sep-20 0.23730%

2-Year 0.211% 0.228% 0.234% 6M LIBOR 0.27450% Dec-20 0.29000%

3-Year 0.221% 0.239% 0.250% 12M LIBOR 0.40263% Mar-21 0.19500%

5-Year 0.314% 0.331% 0.353% Prime 3.25000% Jun-21 0.18000%

7-Year 0.460% 0.479% 0.508% FFTR 0.2500% Sep-21 0.18000%

10-Year 0.664% 0.681% 0.707% Eff FF 0.0900%

12-Year 0.768% 0.783% 0.806% SOFR 0.0900%

15-Year 0.873% 0.885% 0.903%

20-Year 0.978% 0.987% 0.997%

*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 Prime 3.36% 3.36% 3.36% 3.35% 3.35% 3.35% 3.35% 3.35% 2-Year Prime 3.34% 3.32% 3.32%

3-Year Prime 3.36% 3.35% 3.35% 3.35% 3.35% 3.35% 3.35% 3.35% 3-Year Prime 3.35% 3.35% 3.37%

4-Year Prime 3.37% 3.37% 3.38% 3.38% 3.38% 3.38% 3.38% 4-Year Prime 3.39% 3.40% 3.43%

5-Year Prime 3.38% 3.40% 3.41% 3.42% 3.42% 3.42% 3.42% 5-Year Prime 3.44% 3.45% 3.50%

6-Year Prime 3.43% 3.46% 3.47% 3.48% 3.48% 3.49% 6-Year Prime 3.50% 3.52% 3.58%

7-Year Prime 3.44% 3.50% 3.53% 3.55% 3.55% 3.56% 7-Year Prime 3.57% 3.59% 3.64%

8-Year Prime 3.53% 3.58% 3.60% 3.61% 3.63% 8-Year Prime 3.62% 3.64% 3.69%

9-Year Prime 3.56% 3.62% 3.65% 3.66% 3.69% 9-Year Prime 3.67% 3.69% 3.74%

10-Year Prime 3.56% 3.66% 3.70% 3.71% 3.72% 10-Year Prime 3.72% 3.73% 3.78%

12-Year Prime 3.72% 3.76% 3.77% 3.82% 12-Year Prime 3.77% 3.79% 3.83%

15-Year Prime Customer Receives Prime 3.74% 3.81% 3.86% 3.92% 15-Year Prime 3.83% 3.84% 3.88%

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 $179 $187 $194 $197 $199 $203 2-Year Strike 2-Year 3-Year 4-Year 5-Year

3-Year $160 $222 $248 $268 $283 $290 $295 $304 3-Year 3.00% 0.16% 0.19% 0.25% 0.38%

4-Year $256 $304 $340 $368 $381 $389 $406 4-Year 3.25% 0.16% 0.19% 0.25% 0.37%

5-Year $268 $345 $402 $446 $467 $479 $506 5-Year 3.50% 0.16% 0.18% 0.24% 0.36%

6-Year $370 $454 $518 $549 $567 $607

7-Year $379 $495 $584 $627 $652 $707 Protection Against Falling Rates

8-Year $525 $643 $700 $733 $806

9-Year $544 $695 $768 $811 $905 2-Year Strike 2-Year 3-Year 4-Year 5-Year

10-Year $550 $739 $831 $884 $1,002 3-Year 2.40% 4.61% 6.84% 9.37% 11.00%

12-Year Fee Income Generation Only Possible With $806 $941 $1,019 $1,193 4-Year 2.15% 4.10% 6.08% 7.96% 9.75%

15-Year Back-to-Back Swaps and SMART Loan Products $844 $1,064 $1,190 $1,471 5-Year 1.90% 3.60% 5.32% 6.96% 8.50%

Contact Information - Toll Free 800-786-2883 or www.VSIRP.com

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

3.06%

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
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Customer Pays Fixed, Monthly, Act/360

Spot Start Loan Hedging

0.35%

0.36%

0.40%

0.46%

3.06%

3.09%

3.13%

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

2-Year 3-Year 5-Year 7-Year 10-Year 12-Year 15-Year 20-Year

LIBOR Swap Curve

Pay Fix, 
quarterly, 
act/360 both 
sides

Receive fixed, 
monthly,  
act/365 both 
sides
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