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General Market

US markets opened the week with a major risk-off move sparked by a tech stock selloff
following breakthrough advances in Chinese Al technology. Treasury yields rallied 8-10bps
on Monday and then barely budged the rest of the week. The committee left the policy rate
unchanged as expected but the accompanying statement removed language around
inflation making progress towards the Central Bank's 2% goal while stating that
unemployment had stabilized. This unexpected hawkish tilt surprised investors and led to
an initial sell-off. However, Chair Powell clarified in his press conference that he still sees
the policy stance as meaningfully restrictive and as the new administration's policies
become clearer, it may be appropriate to cut rates again if inflation continues its current
path. The calm in rates markets carried through until Friday afternoon when reports
emerged from the White House that 25% tariffs on imports from Mexico and Canada and
10% tariffs on Chinese goods would become effective the next day. This sparked an initial
curve steepening, but the panic subsided into the close. When all was said and done,
yields still ended the week 6-10bps lower while expectations rose for 2 cuts by year-end.

IG Munis

The muni market largely followed the treasury action this week, with the benchmark MMD
curve rallying 5-7bps on Monday and then little to no movement the rest of the way. The
tone was strong after another solid week of inflows with Lipper reporting $742mm of
mutual fund flows, while the primary calendar was kept at bay by nature of it being an
FOMC week. With the increase in demand, dealers reported strong two-sided trading
activity. JPM reported a 33% increase in customer bid-wanteds, while purchases also rose
~30% to match. With next week's heavy Feb 1 reinvestment capital and forward new issue
calendar shaping up to be lighter than feared, the muni market has some wind in its sails,
but participants should temper their expectations amidst historically tight valuations and
rate volatility expected from the various economic policies that are dripping out by the day.

HY Munis

The HY market had a relatively uneventful week. Things started off slowly as offerings were
up 7-10bps on Monday's flight to quality treasury rally, while bid sides were only 2-3bps
better amidst the caution. As rates stabilized the rest of the week, HY investors grew more
desperate in their bid sides and ultimately turned things around to outperform high grades.
As an example, benchmark bellwether Buckeye Tobacco traded 5.70%->5.69% on Friday
morning after a 5.80% dealer purchase the week before. New issues were few and far
between, which led to a larger focus on the secondary market. Investors remain frustrated
by the lack of spread tightening available on mid-grades given the proximity of their yields
relative to AA and better credits as well as impending supply in sectors like hospitals and
airports. Instead, we saw dealers report several inquiries for yieldier sectors like
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charter schools and land deals, though trading activity was sparse. We continue to believe
that most HY performance will come from carry this year, with spread tightening limited to
select off-the-run names and new issue concessions.
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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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