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General Market

Financial markets were once again whiplashed by tariff announcements. The week started
off with reports that the tariffs President Trump promised to take effect on April 2nd's
"Liberation Day" will be narrower in scope than previously feared. Stocks surged while
treasuryyields rose 7-9bps. However, by the end of the week, investors reversed course after
Thursday's unexpected announcement of 25% tariffs on all autos entering the country. At the
same time, economic data began to show some alarming signs of deterioration. Despite
unemployment claims holding steady, surveys out of the Philadelphia and Richmond Federal
Reserve Banks showed business conditions falling much more than expected in both
manufacturing and non-manufacturing sectors. Confidence indicators also plummeted as
consumers reigned in their spending habits. The Conference Board Consumer Confidence
figure fell to its lowest level since early 2021, while the University of Michigan Consumer
Sentiment hit a 2-year low. Meanwhile, inflation indicators bucked the trend and saw
unexpected increases, a worrisome sign as stagflation fears build. February's Core PCE
index rose to 2.8%, while long term inflation expectations hit a more than 30 year high. When
all was said and done, the curve steepened on the week as the 2y fell by 3bps and the 30y
rose 4bps.

IG Munis

The muni market underperformed for the 3rd straight week amidst treasury volatility, heavy
new issue supply, and percolating fears surrounding a potential cut to the muni tax
exemption. The benchmark MMD curve saw yields rise 12-17bps with the belly of the curve
hit the hardest. Lipper reported the 3rd consecutive week of outflows after IG funds lost
$721mm. As a result, BWICs soared with JPM reporting $3bn+ in volume for 4 straight
sessions to open the week, which was the 1st time that's happened since they began
tracking 5 years ago. Hit rates also dropped, reflecting the wider bid/asks seen in the market.
Dealers contributed to the weakness after hitting significant down bids on unsold
competitive balances from earlier in the month. For example, a strip of AAA rated Baltimore
GO balances which had mostly been offered in the +4-7 area since the deal came traded
+26-27 in the 13-15y range (prior to 10bp MMD cuts that day). Underwriters rushed to cut new
issues to keep pace with the weakening secondary demand. On Wednesday, ultra high-
grades like the AAA rated TX A&M and AA+ rated Columbia SC Water & Sewer deals saw
spreads widen ~3-5bps across the curve from pre-marketing levels on top of the adjustments
already made due to previous MMD cuts. However, hopeful signs emerged as absolute yields
and ratios climbed to new YTD highs. On Thursday, a Aa2/AA+ KC Water deal was 13x
oversubscribed in its longest maturity and bumped 12bps on a day when MMD sold off 2bps.
Dealers reported more accounts emerging from their hiding spots and dipping their toes back
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in the water. By the end of the week, the MMD curve saw its 1st positive performance and
dealers were able to pare down some inventory. While next week's calendar picks back up
and BAML was just out with a newly revised forecast for record issuance this year, we expect
investors will begin legging back into the market as high grade tax-free yields that are
approaching 5% are likely too hard to pass up.

HY Munis

The HY market churned out similar performance to IGs despite a much better technical
picture. Mutual funds are still receiving capital, with Lipper reporting +$148mm on the week
while the new issue landscape remains sparse. Buckeye Tobacco ended the week off
~12bps, matching MMD but as has been the case all year, dealers reported decent inquiry for
off the run names. The cautious mood and stale evals led to a lot of price discovery with
dealers reporting that sellers are becoming more realistic by the day. That said, after the
rapid rise in yields, tax loss swaps are beginning to dominate the tape and are masking the
true bid side interest on many names, particularly in the mid-grade space. Airports, toll
roads, and healthcare all underperformed as these "tweeners" - not quite |G but not quite HY,
were some of the worst offenders in terms of how far spreads had compressed relative to AA
and above names. That said, it seemed the inquiry was pretty deep at adjusted levels with
dealers reporting significant bidder interest in both AA healthcare 4s and A rated AMT airport
5s around 5%. On the new issue front, deals also struggled to gain traction. A Baa2 rated
AIDS Healthcare Foundation released at its premarketing spreads but was cut 5-7bps to just
get to full subscriptions, something highly unusual for higher yielding deals in recent times.
Additionally, a $1.17bn nonrated transaction for a tire factory got postponed after failing to
find enough investors despite the >8% yield. With broader markets bracing for an economic
slowdown, HY investors should be very selective in adding speculative names at this time.
The HY index yield to worst relative to the IG index is just 4bps from its 15 year tight, a level
that doesn't seem to reflect the broader sentiment and risks investors face today. As such,
we favor caution and prudence in this environment.
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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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