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General Market

US markets continued to grapple with mixed economic data that has been overshadowed by
President Trump's tariff policies over the past few weeks. Coming into the week, markets
were in full risk-off mode after Trump picked up on Treasury Secretary Bessent's comments
that the economy is going to be in a transition period and didn't rule out a recession.
Headlines over the escalating trade war dominated all week as investors feared the toll it
may take on the economy. Data on job openings and initial jobless claims came in slightly
better than expected, though the future looks less bright. Consumer sentiment plummeted
to a more than 2 year low as expectations of consumer finances dropped to their worst level
on record and inflation expectations surged by the most in over 30 years. On the bright side,
both CPl and PPl inflation printed weaker than expected, with the annualized core consumer
figure falling to its lowest since April 2021. Taking it all in, treasury yields ended the week just
1-2bps higher across the curve. Investors will be highly focused on Fed Chair Powell's
comments after next week's FOMC meeting to get a better understanding of how the
committee is thinking about the inflationary effects of tariffs while in a slowing economy.

IG Munis

The ongoing macro volatility amidst heavy new issuance continued to plague muni
performance. Even on Monday when treasuries rallied 6-12bps, the curve was only bumped
modestly inside 10y and unchanged elsewhere. Lipper reported outflows of $373mm, all of
which came at the expense of IG funds (-$480mm). This led to a surge in customer sale lists,
with JPM reporting a 31% jump in BWIC volume throughout the week. At the same time,
secondary purchases fell as customers focused on new issues that had to come cheap in
order to clear the market. Bloomberg reported new issuance running 27% higher than last
year's record pace, highlighting the uphill battle facing the market especially if fund flows
stall out. Given the underperformance, muni benchmark yields inched towards to their
highest levels in over 10 years, while the 92% ratio of 30y MMD/UST Friday morning was the
cheapest since November 2023. Dealers mentioned these levels sparked some interest as a
variety buyers began creeping back in late in the week. While volatility isn't likely to disappear
any time soon and munis face a weak technical environment over the coming weeks, we
suspect investors who scoop up cheap paper in this environment will be rewarded over the
longer term.

HY Munis

The HY market was somewhat bifurcated between the mid-grade/HY-lite type bonds and the
more speculative/different name type paper. The higher quality segments sold off in
sympathy with the broader market as it was impossible to ignore the collapse in spreads
relative to ultra-high-grade bonds as yields rose. For example, on Tuesday a bid list that
included several blocks of BB to A rated bonds generally traded 10-30bps wider than evals.
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Dealers also were willing to hit down bids in order to clear stale inventory especially some
unfavored sectors and structures like Healthcare 4% coupon bonds.

However, it seemed credit risk appetite was still alive and well. Lipper reported another week
of fund inflows, with $107mm of cash hitting the coffers. Dealers reported good inquiry for
different HY credits. On the same Tuesday bid list, one dealer had orders from 4 different
customers on a few blocks of senior living names. This desire to diversify the portfolio into
higher yielding, less commonly held names was evident in the new issue market. On
Monday, bonds from a $237mm new construction senior living rental community traded up
as much as 38bps after it freed up. Another new construction senior living deal was on tap
this week, this time with $333mm of debt for a luxury community in Stamford, CT. The deal
ended up being 20x oversubscribed with yields bumped 10bps on the reprice. When it freed
up Friday afternoon, the 2060 term bonds traded up another 35bps into a 6% customer order.
While the monetization of the new issue yield premium continues to be a winning strategy,
we still believe it is prudent to exercise caution in the broader HY secondary market given the
tight level of spreads and economic uncertainty that we do not believe investors are being
compensated for.
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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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