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General Market

Wednesday's FOMC meeting proved to be the main event for fixed income investors this
week. While retail sales kicked off the week below expectations, other data such as initial
jobless claims were stable, while home sales unexpectedly improved. With the hard data not
yet flashing red, the Fed clearly preferred to remain in "wait and see" mode. The committee
revised their 2025 GDP forecast lower, while taking both inflation and the unemployment rate
higher. The dot plot was unchanged from December, with officials still projecting an
additional 50bps of interest rate cuts this year. In his press conference, Chair Powell said the
base case for tariff fueled inflation would be transitory while not seeming concerned about a
potential recession. Overall, the market viewed his comments as dovish and rates rallied
after the meeting. Treasuries ended the week 3-8bps lower in a bull steepener as investors
bet the Fed will have to cut rates more than projected.

IG Munis

The continued slate of heavy new issuance and treasury volatility further hindered muni
performance for the month, but the market began to firm up by the end of the week. Lipper
reported the 2nd straight week of outflows at -$216mm, with the losses again coming
exclusively from IG funds to the tune of -$532mm. BWICs continued their elevated pace, with
JPM reporting a 15% jump relative to recent averages. The benchmark AAA curve saw yields
rise 0-2bps out to 10y, but fell by 5bps in 30y, besting treasuries in the longest maturities. By
Wednesday afternoon after treasuries staged a strong rally post-Fed and the muni market
was unchanged to weaker across the curve, the 10y MMD/UST ratio closed at its highest level
since September 2023, while the 30y ratio was its widest since March 2023. The relative
cheapness seemed to spark a renewed interest in the asset class. Dealers reported a
broadening of the buyer base as accounts seemed to slowly come out of their hiding spots,
causing customer purchases to jump by 20%. On Thursday, MMD was bumped 2-4bps with
the 1-20y tenors seeing their first positive session of the month. The $2bn NY Dorm PIT
competitive deal saw a dealer step up with solid levels and most of the balances sold by the
end of the week. Accounts looked ahead to next week's light primary calendar which helped
boost spirits further. In the secondary, lagging structures like long duration 4% coupons
seemed to clean up with dealers showing limited inventory. While treasury volatility is likely
here to stay, we believe investors with the ability to take on duration risk will be rewarded by
the absolute and relative yields on offer in the high-grade portion of the market.

HY Munis

The HY market was relatively uneventful. Demand late last week led to some large HYD ETF
creates on Monday (authorized participants buying a basket of bonds to deliver into the ETF
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in exchange for shares). This caused several benchmark type names to be sold into the ETF
such as CA Workforce housing, senior living, airlines, and student housing. Fund flows
bucked the broader trend with another strong week, picking up $316mm in investor cash.
The tone was constructive with more inquiries popping up throughout the week as rates
rallied and accounts had few new issuances to choose from. Trade prints were mixed with
Buckeye Tobacco underperforming MMD by only rallying ~3bps but some "different names"
saw stronger interest. For example, on Friday, a higher ed credit rated BB with a Negative
Outlook was crossed ~10bps through eval, while a block of a non-rated California charter
school was crossed 7bps through eval. We continue to be apathetic towards the generic HY
portion of the market and prefer cheap high-grades that can preserve liquidity in the event of
future market dislocations.
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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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