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BIRCH CREEK MUNI INSIGHTS

General Market

Global markets were hit with an uptick in volatility amidst weaker economic data, on again-
off again tariffs, and geopolitical developments. The February ISM Manufacturing report 
indicated little growth in activity. New Orders and Employment unexpectedly contracted, 
while Prices Paid surged causing stagflation fears to creep in. The job market showed signs of 
softening with the ADP Employment report registering its smallest gain since July, Job Cuts 
jumping by the most since February 2009, and the Underemployment Rate rising to its 
highest level since October 2021. Importantly, the data period doesn’t yet reflect the federal 
and corporate layoffs announced over the past few weeks. Adding to the mix was a daily 
barrage of tariff headlines with the levy on goods from Canada and Mexico on one day and off 
the other. Treasury Secretary Bessent further warned that the economy may see a "detox 
period" of disruption based on the administration's policies that should shift US growth 
drivers from the public to private sector. Having to digest these various market drivers, 
treasury yields started out firmly in the green most days but reversed by the afternoon to end 
weaker. When all was said and done, the curve bear steepened on the week with the 2y off 
just 1bp while the 30y rose 12bps.

IG Munis

The muni market remained paralyzed by the rate vol as well as the upcoming heavy slate of 
new issuance over the coming weeks (and likely year). Flows remained positive, with IG 
funds taking in $190mm but dealers reported most mutual fund buyers remain on strike 
while SMA accounts are turning more selective. The benchmark AAA MMD curve mostly 
matched treasury performance but never seemed to rally during the periods of treasury 
strength. As customers sought to take advantage of stale evals and reinvest in much cheaper 
new issue, BWICs surged throughout the week while secondary purchases fell. In the primary 
market, new issues were mixed as specialty states and different names performed well, but 
sectors like healthcare and longer duration national names struggled. As the economic 
picture does not appear to be getting clearer any time soon, we suspect the muni market will 
struggle for direction. While the long end has cheapened as evidenced by the 30y ratio now 
sitting at 88%, the market will likely need more underperformance to get crossover buyers 
back to the table. 

HY Munis

While the same themes we have been writing about for over a year persisted in the HY 
market, we did notice more caution exercised from the buyer base than we have seen in 
some time. Fund flows remained robust at +$682mm, continuing to up the ante on managers 
to find interesting ideas to whittle down their cash piles. Luckily, this week had one of the 
largest slates of new issuance we can remember with several deals of size and in different 
sectors for investors to choose from. While most deals performed well, it seemed the
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post-deal performance fell short of what has become typical. A $232mm non-rated new 
construction senior living deal was repriced 9bps tighter and sold to 20 investors. By Friday, it 
had traded up 21bps, though this marked one of the best performances we tracked. A 
$112mm non-rated development district priced to 12 investors and had traded up 7bps to 
close the week.  Even a low-IG, BBB- University credit which printed to 31 investors only 
traded 5bps better. Finally, a$237mm new construction senior living rental portfolio had to 
cheapen 5bps in order to clear the market. While each deal has its own unique risks and 
quirks, this is a far cry from most weeks where it seemed every deal immediately earned 3-
5pts in performance. In the secondary, benchmark names hung in slightly better than IGs 
with names like Buckeye Tobacco off ~9bps on the week. We don't expect the risk appetite to 
suddenly change but would certainly welcome a bit more restraint as compressed spreads 
have made it difficult to find much value in this market.
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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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