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General Market

The market was squarely focused on a variety of labor data this week. While Continuing
Jobless Claims rose and ADP Employment came in a little under expectations, the rest of
the data painted a resilient picture. Initial Jobless Claims fell, and the JOLTS report showed
higher than expected openings. The ISM Services report also printed strongly, with a huge
jump in Prices Paid. While UST yields drifted higher throughout the week on the back of this
news, the cherry on the cake came from Friday's blowout jobs report that saw Nonfarm
Payrolls unexpectedly jump over 90k more than consensus. Stocks and bonds saw a major
sell-off after traders adjusted their bets that further Fed cuts will be put on the back burner.
With the front end rising, Fed Fund futures pushed out the probability of the next cut out to
September. The 30y briefly crossed over 5% and the 10-30y tenors closed at their highest
levels since October 2023.

IG Munis

The muni market kicked off the post New Years week with a positive tone as year-end tax
driven outflows were put to bed and flows turns positive. A light calendar and Jan 1st
reinvestment capital also added to the uptick in demand. However, as UST yields climbed
and next week's sizable primary calendar came into focus, investors were hit with a dose of
reality. With valuations at levels that are unattractive for crossover buyers and forecasters
calling for arecord year of issuance, it will be difficult for the IG market to stand its ground
absent a major shift lower in treasury yields, which seems less and less likely by the day.
Still, BWIC activity fell 27% relative to the elevated levels seen in the final weeks of the year,
while customer purchases picked up slightly. While the fresh capital helped the muni
market outperform this week in all major tenors except for the 30y, benchmark yields still
moved higher by 8-17bps. It seems there will be a bit of a tug of war playing out throughout
the year as the heavy supply forecast coupled with revamped treasury expectations is
likely to challenge performance, but the move to higher yields may prove attractive enough
for investors to shift capital back into the market.

HY Munis

The HY market was not immune to the sell-off this week, though it seemed many investors
preferred to wait it out on the sidelines. Mid-grade credits mostly fell alongside the MMD
moves as the unattractive spreads entering the year leave little room for further tightening.
However, higher yielding names generally outperformed the market. Even a generic credit
like Buckeye Tobacco closed the week with bonds trading away at 5.88%, only 10bps
higher than last Friday despite the 17bp move in MMD. A different name, like recently
issued MIDA Mountain Village saw bonds trade 4bps better on Tuesday when the broader
market was unchanged and then traded flat on Wednesday when the market was off
10bps. With HY funds leading the pack and taking in $527mm of inflows, we expect
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investors will continue to look towards new issues and smaller, less common names that
still trade at higher yields as spreads on the generic portions of the market just don't make
sense relative to much higher quality options.
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Disclaimers

This report is confidential and a product of Birch Creek Capital, LLC (“Birch Creek”). It is intended solely for
the information of the person to which it has been delivered by Birch Creek. The views and opinions
expressed herein are subject to change without notice and Birch Creek is under no obligation to update or
keep this information current or accurate. This report is being provided for general informational purposes
only, and may not be disseminated, communicated, or otherwise disclosed by the recipient to any third
party without the prior written consent of Birch Creek. Birch Creek Capital, LLC is registered with the
Commonwealth of Pennsylvania as an investment advisor, which in no way implies that the state of
Pennsylvania has endorsed any of the entities, products or services discussed herein. This commentary
does not constitute an offer of to sell securities or the solicitation of an offer to purchase an interest in Birch
Creek Credit Value Fund, LP (the “Fund”) or any other Birch Creek products. Such an offer may only be made
to Accredited Investors or Qualified Clients and by means of a confidential offering memorandum.
Additional information regarding the Fund or other Birch Creek products is available upon request.

Any information in this document related to past performance of the Fund or other investments managed by
Birch Creek should not be relied upon as an indicator or guaranty of the future investment performance of
any Birch Creek present or future investment vehicle. Birch Creek’s investment strategy involves the risk of
loss. Any projections of future performance in this document are based on a number of assumptions and
Birch Creek Funds’ actual performance may differ significantly from projected performance. There is no
assurance that a portfolio will achieve its investment objective and please be aware that the portfolio may
be subject to certain additional risks described in the Fund’s confidential offering memorandum.

Market Commentary

This report includes forward-looking statements. All statements that are not historical facts are forward-
looking statements, including any statements that relate to future market conditions, results, operations,
strategies or other future conditions or developments and any statements regarding objectives,
opportunities, positioning, or prospects. Forward-looking statements are necessarily based upon
speculation, expectations, estimates and assumptions that are inherently unreliable and subject to
significant business, economic and competitive uncertainties, and contingencies. Forward-looking
statements are not a promise or guaranty about future events.

Neither Birch Creek or our information providers shall be liable for any errors or omissions or inaccuracies,
regardless of cause, or the lack of timeliness for any particular reason. The recipient should not assume that
such information, even if accurate as of its date, is accurate as of the date hereof. None of Birch Creek is
under an obligation to update the information contained in the materials attached hereto. THERE ARE NO
WARRANTIES, EXPRESSED OR IMPLIED, AS TO ACCURACY, COMPLETENESS, OR RESULTS OBTAINED FROM
ANY INFORMATION CONTAINED HEREIN.
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