
YOUR FINANCES AND THE OUTLOOK FOR INTEREST RATES

Are you prepared for when rates rise?
In an effort to combat the toll of job losses and reduced economic activity caused by the pandemic, in 2020 the Federal 
Reserve kept interest rates at some of the lowest levels we’ve ever seen. Yet, CIBC’s view for 2021 is that while rates are 
going to stay low in the short term, the government stimulus and an eventual economic recovery may put upward pressure on 
rates later in the year.

Our team has holistic strategies in place across our areas of expertise to help our clients manage in a low-rate environment 
and get ahead of rising rates down the road. 
•  Commercial Banking
•  Capital Markets
•  Commercial Real Estate
•  Private Wealth
•  Private Banking

Ideas for Commercial Banking clients
Many middle market commercial borrowers are well positioned to reduce costs and enhance flexibility in today’s low interest-
rate environment. With your CIBC relationship manager’s help, you can take a look at your balance sheet and determine 
whether existing debt can be refinanced or extended, or whether new debt can help you realize your business ambitions.

Other questions to ask:
•  Can we enhance our liquidity by moving revolver balances to term debt?
•  Should we use excess collateral to explore asset-based lending structures, allowing us to margin existing assets at          

a low cost?
•  Is it time to restructure existing interest rate hedges or to layer on additional notional or tenor at a low cost?
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Ideas for Capital Markets clients
A key feature of the current environment is that long-term rates are still well below historical averages with the market 
anticipating short-term rate hikes as early as Q4 2022. 

For many clients, hedging strategies are essential tools to protect against rising rates – especially since long-term rates are still 
so low. The following two hedging strategies work especially well in the current environment.

• Vanilla Swap: This common swap approach converts floating rate exposure to a fixed rate. Because fixed swap rates are 
near historically low levels, there is limited downside to replace floating rates with fixed rate protection. Also, longer-term,
fixed rate swaps lock in low interest cost and will not be impacted by future rate increases, dramatically reducing risk and 
uncertainty. 

• Capped Floater Swap: The capped floater strategy is more complex but is particularly well suited for the current rate 
environment. The structure allows you to float under a cap over a given period, which allows you to benefit from low floating
rates and protect yourself against unexpected rate increases. Later, the swap converts to a basic vanilla swap at a fixed rate 
for the remainder of the contract.

Finally, for firms that are looking to access capital, the low cost of loan and debt issues are extremely attractive. Now may be a 
good time to access the capital markets for liquidity purposes, to refinance existing indebtedness, and to fund mergers, 
acquisitions, and even dividends. We generally recommend issuance in the bond market over the loan market, to lock in the 
attractive fixed rate pricing available today.

Ideas for Commercial Real Estate clients
Ultra-low rates are a boon to real estate clients of all kinds. Most real estate clients need flexibility to manage their costs and 
make their development deals work. That’s where our customized commercial and institutional balance sheet financing across 
all asset types and geographies come into play:
• Structured financing products
• Creative hedging strategies
• Liquidity and treasury management capabilities
• Subscription lines of credit

The right strategies will vary from client to client. But we have consistently found that real estate debt offerings help maximize 
the cash flow from clients’ properties and provide flexibility for future acquisitions and other capital needs. 
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Ideas for Private Wealth clients
While low interest rates are great for borrowers, they present a challenge to many private wealth clients. Their main concern –
how to maintain a consistent flow of income when interest rates greatly limit payouts for lower-risk income instruments? There 
are several income-oriented options that may be a suitable alternative to traditional fixed income in this environment:

• CIBC Equity Income Strategy and Equity Income (Non K-1) Strategy:  Equity dividends have remained fairly steady as 
rates have declined. While equities do have more risk than bonds in general, this strategy’s focus on high-quality companies 
with a history of dividend growth is designed to mitigate risk. A version of this strategy is available that avoids K-1 
generating securities, for clients who prefer that approach.

• CIBC Income Opportunities Strategy: This strategy has kept its yield by investing in a broad range of income producing 
securities. Bonds and dividend paying stocks are included, but so too are less common income-generating securities, such 
as convertibles and preferred stocks. It is expected to present more risk than a typical bond fund, but less than a standard 
equity-focused fund.

• Third-Party Managed Strategies: We often use specialty income strategies managed outside of CIBC to enhance income 
portfolios. These strategies might focus on master limited partnerships, new technologies, high-yield securities, or a number 
of other income-producing investments. Most of these approaches carry more risk, but with slightly higher yields, they may 
be an appropriate addition for some clients.

Low interest rates can also enhance estate planning, especially while the current estate tax exemption remains in effect. Intra-
family loans, for example, can allow you to help a family member finance a major purchase or start a new business very 
inexpensively without triggering gift taxes if requirements for the loan are met.  

Ideas for Private Banking clients
Low interest rates give private banking clients an important opportunity to make strategic changes in their borrowing. For most 
people, the first option to consider is refinancing a mortgage or other large loan. Clients with adjustable-rate mortgages may 
wish to lock in a low rate by refinancing to a fixed-rate mortgage. But those with a fixed-rate mortgage – even one with a 
relatively low rate – should also investigate whether today’s rates could save them money. Your bank representative can help 
you crunch the numbers.

Because borrowing is so inexpensive, there’s also value in talking with your banker about taking on new debt to pursue other 
wealth building strategies. Some options to consider:
• Take a cash-out refinance on unencumbered real estate holdings to use as capital for other estate planning techniques.
• Use an interest-rate swap on a portion of your variable rate line of credit balances to hedge against rates rising in the future.
• If you own investment real estate, use inexpensive loans to buy out co-investors or to make capital investments or 

improvements in the property to enhance its value.

Be prepared for when interest rates rise
While the Federal Reserve has pledged to keep rates low, actual numbers fluctuate with the market. It’s important to be 
prepared. You can find out more about these and other strategies by speaking with your CIBC relationship manager to help 
keep your portfolio up to date not only now, but as rates change in the future.
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CIBC Private Wealth Management includes CIBC National Trust Company (a limited-purpose national trust company), CIBC Delaware Trust Company (a Delaware limited-purpose 
trust company), CIBC Private Wealth Advisors, Inc. (a registered investment adviser)—all of which are wholly owned subsidiaries of CIBC Private Wealth Group, LLC—and the private 
banking division of CIBC Bank USA. All of these entities are wholly owned subsidiaries of Canadian Imperial Bank of Commerce. This document is intended for informational purposes 
only, and the material presented should not be construed as an offer or recommendation to buy or sell any security. Concepts expressed are current as of the date of this document 
only and may change without notice. Such concepts are the opinions of our investment professionals, many of whom are Chartered Financial Analyst® (CFA®) charterholders or 
CERTIFIED FINANCIAL PLANNER™ professionals. Certified Financial Planner Board of Standards Inc. owns the certification marks CFP® and CERTIFIED FINANCIAL PLANNER™ 
in the U.S. There is no guarantee that these views will come to pass. Past performance does not guarantee future comparable results. The tax information contained herein is general 
and for informational purposes only. CIBC Private Wealth Management does not provide legal or tax advice, and the information contained herein should only be used in consultation 
with your legal, accounting and tax advisers. To the extent that information contained herein is derived from third-party sources, although we believe the sources to be reliable, we 
cannot guarantee their accuracy. Private banking solutions are offered through CIBC Bank USA, Member FDIC and      Equal Housing Lender. CIBC Bank USA and CIBC Private 
Wealth Group, LLC are both indirect, wholly owned subsidiaries of CIBC. CIBC Private Wealth Group and its subsidiaries do not provide, and are not responsible for, the products and 
services offered by CIBC Bank USA. CIBC Bank USA (Bank) will not pay employees of CIBC Private Wealth Group or its subsidiaries for referring clients to Bank, but to the extent 
permitted by applicable laws and regulations, the referral of clients to Bank for eligible products or services may be considered by CIBC Private Wealth Group in determining 
discretionary compensation to employees. Loans are subject to credit approval. The CIBC logo is a registered trademark of CIBC, used under license. 
This presentation is confidential and has been prepared by CIBC World Markets Corp. (“CIBC”), a member of FINRA and SIPC .  In preparing this presentation, CIBC has relied on the 
Company without any independent verification on information provided or that is publicly available. The information and any analyses in this presentation are preliminary and is not 
intended to constitute a "valuation," "formal valuation," "appraisal," "prior valuation," or a "report, statement or opinion of an expert" for purposes of any securities legislation in Canada 
or otherwise. We are not legal, tax or accounting experts and we express no opinion concerning any legal, tax or accounting matters or the sufficiency of this presentation for your 
purposes. The information, opinions and statistical data contained herein has been prepared by CIBC World Markets Corp. solely for informational purposes based upon sources 
believed to be reliable, however, CIBC World Markets Corp. does not represent or warrant the completeness or accuracy of any such information, opinions and statistical data. Any 
opinions, estimates and projections contained herein are subject to change without notice, and are provided by CIBC World Markets Corp. in good faith but with no legal responsibility 
or liability whatsoever. Changes in assumptions may have a material impact on any returns detailed. The securities and other investments listed reflect indicative terms only and may 
change in price and yield and market conditions. The securities and investments mentioned in this publication may not be suitable for all types of investors. This publication does not 
take into account the investment objectives, financial situation or specific needs of any recipient or particular client of CIBC World Markets Corp. Recipients should consider this 
publication as only a single factor in making an investment decision and should not rely solely on investment recommendations contained herein, if any, as a substitution for the 
exercise of independent judgment of the merits and risks of investments. Nothing in this publication constitutes legal, accounting or tax advice, and recipients should independently 
evaluate the financial, market, legal, regulatory, credit, tax and accounting risks and consequences involved, and specific to the recipient's situation, before entering into a transaction. 
No representation or warranty, express or implied, is made regarding the future performance of any security or investment mentioned in this publication. The price of the securities and 
other investment mentioned in this publication and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors may realize losses on 
investments in such securities, including the loss of investment principal. CIBC World Markets Corp. accepts no liability for any loss arising from the use of information contained in this 
publication, except to the extent that liability may arise under specific statutes or regulations applicable to CIBC World Markets Inc. This printed presentation is incomplete without 
reference to the oral presentation, discussion and any related written materials that supplement it. These materials are confidential and are intended solely for your benefit and for your 
internal use only and may not be reproduced, disseminated, quoted from or referred to in whole or in part at any time, in any manner or for any purpose, without obtaining the prior 
written consent of CIBC World Markets Corp. in each specific instance. CIBC employees are prohibited from offering to change or otherwise influence any research report, rating or 
price target to any company as inducement for the receipt of any business or compensation. CIBC is a wholly-owned subsidiary of Canadian Imperial Bank of Commerce and a part of 
Canadian Imperial Bank of Commerce’s wholesale banking arm, which also includes CIBC’s affiliates: CIBC World Markets Corp., CIBC World Markets plc, CIBC World Markets 
Securities Ireland Limited, CIBC Australia Ltd, and CIBC World Markets (Japan) Inc. Approved 1386-21. 
Investment Products Offered are Not FDIC-Insured, May Lose Value and are Not Bank Guaranteed.
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