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 SUGGESTIVE MARKETING 

This Day in History: Today is World Freedom Day. On November 9, 1906 Theodore Roosevelt 
became the first sitting President of the United States to make an official visit outside the United 
States as he visited Panama to inspect the progress on the Panama Canal. In 1989, the Berlin 
Wall fell as East Germany allowed its citizens to cross freely into the West.  

Market Update: Swap rates experienced another volatile week with the FOMC meeting taking 
a backseat to the election and ensuing delayed outcomes. The 10-year swap rate traded in a 
wide 20bps range from a high of .94% to a low of .74%. Even with uncertain election 
outcomes, the 10-year managed to close right in the middle of the weekly trading range and 
down 6bps from the previous week. The curve flattened about 6bps with everything 2-years 
or shorter apparently anchored by the Fed. 

[Update: over the weekend, the presidential election was called in favor of now president-
elect Joe Biden. In addition, Pfizer announced a COVID-19 vaccine said to be 90% effective. 
Rates opened much higher across a steepening curve and the Dow opened in +1500-point 
territory.] 

 

The desk was extremely activity with bank borrowers locking in attractive long-term fixed 
rates and banks hedging their own portfolios. These were consistent with previous hedging 
themes and we expect activity to continue to focus on taking advantage of the low rate 
environment.  

McDonald’s began using suggestive selling decades ago. You order a Big Mac and fries and the 
cashier asks if you would like a coke. Or, you order just a sandwich and they suggest fries. If you 
order all three, you are asked if you want to Upsize. McDonald’s learned years ago they 
increase their sales by offering an additional product the customer likely wants. Importantly, 
McDonald’s increased their sales and their profit margins as fries and drinks, the two items 
most frequently added, are among the highest gross margin products they offer.  

Facebook, Google, and Amazon have taken this concept to the next level by electronically 
tracking websites you visit, items you buy, ads you review, etc. to recommend answers to 

Term 11/6/2020 1 week ago 1month ago 8/4/2020 WoW MoM Since 8/4/2020
2y 0.24          0.24             0.24              0.18              (0.00)       0.00         0.05                   
3y 0.28          0.28             0.26              0.18              (0.00)       0.01         0.10                   
5y 0.42          0.45             0.38              0.24              (0.03)       0.04         0.18                   
7y 0.60          0.65             0.54              0.35              (0.05)       0.06         0.25                   

10y 0.84          0.90             0.76              0.51              (0.06)       0.08         0.33                   
20y 1.20          1.24             1.11              0.73              (0.05)       0.09         0.47                   

2s/10s slope 0.60          0.66             0.53              0.32              (0.06)       0.07         0.28                   

ChangeSwap Rates
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questions you haven’t asked. We are often annoyed by the intrusion but amazed by their 
abilities to anticipate our needs. This type of marketing allows businesses to increase activity 
and profits by being the first to offer new or desirable products to customers.   

Providing products proactively can create competitive advantage, but only if the products are 
offered at the right time. How many times have you heard about a long-term customer 
obtaining a mortgage loan through a broker and later telling a teller, “I didn’t realize you do 
mortgage loans.” That is an obvious example, but how many more subtle examples pass 
completely unnoticed. Anticipating what a customer needs and being the first to offer that 
product (not just mortgages) can go a long way toward creating a competitive advantage. As we 
have seen too often, simply having a great product does not create an advantage – you must 
offer it at just the right time.  

Take long-term fixed rate loans as an example. We hear many reasons why bankers do not offer 
their customers long term fixed rate commercial loans, a product generally desired by 
customers and of benefit to the bank. We regularly hear something like this: “No one in our 
market is offering long term fixed rate loans so we don’t need to offer them” or “We are doing 
just fine and growing with our standard 5-year balloon product.” We ask you to consider the 
following in reply to those responses: 

No one is offering them. Unless you are in a very isolated or rural market, there is generally 
someone in the market offering these loans. Even if it is true, why would you not offer a 
product that benefits both you and the customer? Our customers tell us these loans allow them 
to compete with any size lender, reduce credit risk, and improve overall profitability. Offering 
longer term loans changes the pricing discussion; you move from competing with a 
commoditized 5-year balloon to offering a more individualized structure where price is not 
always the primary consideration.  Finally, how does a customer react when you offer them a 
product that they were not expecting that works better for them than what they asked for? 
Giving a customer options of a 5-year, 10-year, or 15-year loan and allowing them to choose 
what works for them greatly enhances your chances of success.   

We are doing fine. Many banks are effectively competing with the standard 5-year balloon. For 
those banks, the challenge is to consider if they can do better and not be content with current 
results. A key to consistently growing and improving profitability is to seek improvement by 
challenging the status quo and seeking consistent improvement. We have seen borrowers 
become advocates for “their bank” after they were offered a longer-term loan THEY DIDN’T ASK 
FOR because the banker was willing to go beyond the normal product offering and supply a 
loan that better met their needs. These offerings allow a true win/win relationship to develop 
between the bank and the customer. 
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Want to really surprise your commercial real estate customer? When the customer requests a 
commercial construction loan, offer the construction loan at your normal rates and terms while 
also offering to commit to the long-term permanent financing at the same time! You can use 
forward starts to delight your customers who would not generally ask for such a product.  

Contact us to discuss how you can easily differentiate yourself from the competition, improve 
results, and lower risk by offering long term fixed rate loans.  

  

Vining Sparks Interest Rate Products, LLC 
Toll-Free 800.786-2883 
www.VSIRP.com 
 
Rick Redmond     
President 
901-766-3382 
rredmond@vsirp.com 
 
Katharine Bray 
Director of Sales and Trading 
901-766-3384 
kbray@vsirp.com 
 
Tommy Warren, CPA 
Senior VP – Sales and Trading 
864-915-6675 
twarren@vsirp.com 

 
Walt Robison, CPA, CFA 
VP – Sales and Trading 
901-766-3389 
wrobison@vsirp.com 
 
Battle Beasley 
VP – Sales and Trading 
901-766-3383 
bbeasley@vsirp.com 
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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 0.12988% Forward Rates

3M LIBOR 0.20500% Dec-20 0.23500%

2-Year 0.251% 0.237% 0.241% 6M LIBOR 0.24175% Mar-21 0.20500%

3-Year 0.299% 0.276% 0.277% 12M LIBOR 0.33250% Jun-21 0.20500%

5-Year 0.478% 0.432% 0.414% Prime 3.25000% Sep-21 0.21000%

7-Year 0.683% 0.621% 0.582% FFTR 0.2500% Dec-21 0.24000%

10-Year 0.935% 0.854% 0.809% Eff FF 0.0900%

12-Year 1.058% 0.968% 0.923% SOFR 0.1000%

15-Year 1.183% 1.082% 1.040%

20-Year 1.305% 1.194% 1.158%

*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% 2.28% 2.28% 2.28% 2.28% 2.28% 2.28% 2.28% 2.28% 2-Year LIBOR + 2.00% 2.28% 2.29% 2.32%

3-Year LIBOR + 2.00% 2.29% 2.30% 2.30% 2.31% 2.31% 2.31% 2.31% 2.31% 3-Year LIBOR + 2.00% 2.33% 2.34% 2.40%

4-Year LIBOR + 2.00% 2.33% 2.35% 2.36% 2.37% 2.38% 2.38% 2.38% 4-Year LIBOR + 2.00% 2.40% 2.43% 2.49%

5-Year LIBOR + 2.00% 2.35% 2.40% 2.43% 2.45% 2.46% 2.47% 2.48% 5-Year LIBOR + 2.00% 2.49% 2.52% 2.60%

6-Year LIBOR + 2.00% 2.44% 2.50% 2.54% 2.55% 2.56% 2.58% 6-Year LIBOR + 2.00% 2.59% 2.62% 2.69%

7-Year LIBOR + 2.00% 2.46% 2.57% 2.62% 2.64% 2.65% 2.67% 7-Year LIBOR + 2.00% 2.67% 2.71% 2.78%

8-Year LIBOR + 2.00% 2.61% 2.69% 2.71% 2.73% 2.76% 8-Year LIBOR + 2.00% 2.75% 2.78% 2.85%

9-Year LIBOR + 2.00% 2.64% 2.74% 2.78% 2.80% 2.84% 9-Year LIBOR + 2.00% 2.81% 2.84% 2.91%

10-Year LIBOR + 2.00% 2.65% 2.79% 2.84% 2.86% 2.92% 10-Year LIBOR + 2.00% 2.87% 2.90% 2.97%

12-Year LIBOR + 2.00% 2.86% 2.94% 2.98% 3.04% 12-Year LIBOR + 2.00% 2.97% 2.99% 3.05%

15-Year LIBOR + 2.00% Customer Receives 1-Month LIBOR + 2.00% 2.90% 3.03% 3.07% 3.16% 15-Year LIBOR + 2.00% 3.05% 3.08% 3.13%

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 $266 $281 $289 $293 $304 3-Year 0.30% 0.38% 0.61% 1.23% 2.03%

4-Year $254 $302 $337 $365 $378 $386 $406 4-Year 0.50% 0.32% 0.42% 0.88% 1.52%

5-Year $266 $341 $398 $441 $462 $475 $506 5-Year 0.75% 0.31% 0.37% 0.68% 1.13%

6-Year $366 $448 $511 $542 $561 $606

7-Year $374 $488 $575 $618 $643 $705 Protection Against Falling Rates

8-Year $517 $632 $688 $721 $803

9-Year $534 $682 $754 $796 $901 2-Year Strike 2-Year 3-Year 4-Year 5-Year

10-Year $540 $724 $814 $866 $997 3-Year 0.25% 0.44% 0.66% 0.86% 1.09%

12-Year Fee Income Generation Only Possible With $786 $917 $994 $1,185 4-Year 0.15% 0.39% 0.60% 0.78% 0.99%

15-Year Back-to-Back Swaps and SMART Loan Products $822 $1,031 $1,154 $1,458 5-Year 0.10% 0.38% 0.59% 0.76% 0.97%

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

3.07%

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
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Customer Pays Fixed, Monthly, Act/360

Spot Start Loan Hedging

0.36%

0.40%

0.47%

0.55%

3.06%

3.09%

3.30%

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

1.40%

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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