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 SURPRISE LIBOR ANNOUNCEMENTS 

This Day in History: Today is National Pearl Harbor Remembrance Day. On December 7, 1941, a 
day that will live in infamy, Japanese submarines and aircraft attacked Pearl Harbor Naval Base 
in Hawaii and declared war on the United States. In 1995, the Galileo spacecraft arrived at Jupiter 
after being launched by the Space Shuttle Atlantis about six years earlier. 
 

Market Update: The longer end of the curve rose sharply last week.  Following Friday’s weak 
nonfarm payroll data, yields shot higher on speculation the broadly weaker economic data 
could add pressure on lawmakers to reach a stimulus deal. 

 

Desk activity centered primarily around municipal bond and commercial loan hedging.  We’ve 
also seen increased interest in holding companies locking in their floating rate trust preferred 
debt.  Holding companies have been particularly interested in the forward start structure to 
lock in a fixed rate while still enjoying the low floating rate through 2021. 

In a somewhat surprising twist, there were several big announcements last week in the 
continuing transition from LIBOR to new reference rates. The first came from the ICE 
Benchmark Administration (IBA), LIBOR’s administrator, as they proposed a new consultation 
regarding the cessation of LIBOR. The new plan is to stop publishing one-week and two-month 
settings as of December 31, 2021 and cease publishing other LIBOR tenors on June 30, 2023, 
allowing an additional 18 months for existing LIBOR referencing contracts to mature. The 
consultation was issued Friday afternoon and seeks responses by late January 2021.  

On the same day, U.S. bank regulatory agencies issued a joint statement explaining that the 
June 30, 2023, cessation date proposed by IBA would allow time for legacy contracts (those 
executed before December 31, 2021) to mature. The banking agencies encouraged banks to 
stop entering new contracts by the end of 2021 or earlier and to ensure all new contracts have 
strong fallback language to document the transition from LIBOR to a new reference rate. To 
quote the release: “Given consumer protection, litigation, and reputation risks, the agencies 

Term 12/7/2020 1 week ago 1month ago 8/4/2020 WoW MoM Since 8/4/2020
2y 0.23            0.23             0.25              0.18              (0.00)       (0.02)       0.04                   
3y 0.27            0.27             0.30              0.18              0.00         (0.03)       0.09                   
5y 0.46            0.43             0.48              0.24              0.04         (0.02)       0.22                   
7y 0.68            0.61             0.69              0.35              0.07         (0.01)       0.33                   

10y 0.94            0.84             0.93              0.51              0.10         0.01         0.44                   
20y 1.33            1.19             1.30              0.73              0.14         0.03         0.60                   

2s/10s slope 0.72            0.61             0.68              0.32              0.10         0.03         0.39                   
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believe entering into new contracts that use USD LIBOR as a reference rate after December 31, 
2021, would create safety and soundness risks and will examine bank practices accordingly. 
Therefore, the agencies encourage banks to cease entering into new contracts that use USD 
LIBOR as a reference rate as soon as practicable and in any event by December 31, 2021.” 

These coordinated announcements reflect the cooperation between international regulators 
and the need for a smooth transition in the world’s most widely used index. In addition to these 
announcements, senior Federal Reserve officials stated legislation will be needed to adjust 
benchmarks for contracts without clear-cut fallback language. The additional time provided by 
the announcements increase the probability that legislation can be passed in the United States 
to address these so called “tough legacy” contracts. 

The Alternative Reference Rates Committee (ARRC) applauded these concurrent 
announcements as supporting a smooth transition from LIBOR to the Secured Overnight 
Financing Rate, the ARRC’s preferred replacement to LIBOR.  

VSIRP continues to monitor and assist our clients as we continue the move from LIBOR to new 
reference rates. We provide customers using LIBOR as the index in new cash transactions with 
ARRC recommended fallback language and are transitioning to other indexes where practical. 
As we have previously indicated, ISDA has provided an updated protocol to guide the orderly 
transition of derivative contracts from LIBOR. We will continue to keep you updated on this 
important transition but feel free to contact us if you have any questions.  

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 0.14575% Forward Rates

3M LIBOR 0.23038% Dec-20 0.24500%

2-Year 0.228% 0.232% 0.250% 6M LIBOR 0.25313% Mar-21 0.20500%

3-Year 0.273% 0.269% 0.302% 12M LIBOR 0.33825% Jun-21 0.20000%

5-Year 0.462% 0.426% 0.484% Prime 3.25000% Sep-21 0.20500%

7-Year 0.680% 0.612% 0.686% FFTR 0.2500% Dec-21 0.24500%

10-Year 0.943% 0.844% 0.935% Eff FF 0.0900%

12-Year 1.074% 0.959% 1.056% SOFR 0.0900%

15-Year 1.205% 1.075% 1.179%

20-Year 1.332% 1.188% 1.298%

*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% 2.29% 2.29% 2.29% 2.29% 2.29% 2.29% 2-Year LIBOR + 2.00% 2.30% 2.31% 2.36%

3-Year LIBOR + 2.00% 2.29% 2.31% 2.32% 2.32% 2.32% 2.33% 2.33% 2.33% 3-Year LIBOR + 2.00% 2.35% 2.37% 2.44%

4-Year LIBOR + 2.00% 2.35% 2.37% 2.38% 2.39% 2.39% 2.39% 2.39% 4-Year LIBOR + 2.00% 2.42% 2.46% 2.54%

5-Year LIBOR + 2.00% 2.37% 2.43% 2.45% 2.47% 2.47% 2.47% 2.48% 5-Year LIBOR + 2.00% 2.51% 2.55% 2.64%

6-Year LIBOR + 2.00% 2.47% 2.52% 2.55% 2.57% 2.57% 2.59% 6-Year LIBOR + 2.00% 2.60% 2.65% 2.74%

7-Year LIBOR + 2.00% 2.49% 2.58% 2.64% 2.66% 2.67% 2.69% 7-Year LIBOR + 2.00% 2.70% 2.74% 2.83%

8-Year LIBOR + 2.00% 2.63% 2.71% 2.74% 2.75% 2.79% 8-Year LIBOR + 2.00% 2.77% 2.81% 2.90%

9-Year LIBOR + 2.00% 2.66% 2.77% 2.81% 2.84% 2.87% 9-Year LIBOR + 2.00% 2.85% 2.89% 2.97%

10-Year LIBOR + 2.00% 2.67% 2.82% 2.88% 2.90% 2.95% 10-Year LIBOR + 2.00% 2.91% 2.95% 3.03%

12-Year LIBOR + 2.00% 2.90% 2.97% 3.01% 3.06% 12-Year LIBOR + 2.00% 3.00% 3.04% 3.10%

15-Year LIBOR + 2.00% Customer Receives 1-Month LIBOR + 2.00% 2.94% 3.05% 3.10% 3.19% 15-Year LIBOR + 2.00% 3.08% 3.11% 3.17%

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% 0.36% 0.55% 1.15% 1.97%

4-Year $254 $302 $337 $364 $378 $386 $405 4-Year 0.50% 0.31% 0.39% 0.85% 1.51%

5-Year $266 $341 $397 $441 $462 $474 $505 5-Year 0.75% 0.31% 0.35% 0.68% 1.17%

6-Year $365 $447 $511 $541 $560 $605

7-Year $374 $487 $574 $616 $641 $703 Protection Against Falling Rates

8-Year $515 $630 $686 $719 $801

9-Year $533 $679 $751 $793 $897 2-Year Strike 2-Year 3-Year 4-Year 5-Year

10-Year $539 $721 $810 $862 $991 3-Year 0.25% 0.45% 0.69% 0.85% 1.08%

12-Year Fee Income Generation Only Possible With $782 $912 $988 $1,176 4-Year 0.15% 0.40% 0.63% 0.77% 0.98%

15-Year Back-to-Back Swaps and SMART Loan Products $817 $1,023 $1,144 $1,444 5-Year 0.10% 0.39% 0.62% 0.75% 0.96%

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

0.35%

0.40%

0.48%

0.59%

3.06%

3.09%

3.28%

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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