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General Market

Global financial markets were in for a wild ride this past week. Equities kicked off the week
entering bear market territory while the treasury selloff accelerated. Each day saw massive
intraday swings as sentiment oscillated between fear of an economic collapse and hope that
tariffs might be rolled back. Wednesday's announced by President Trump that he would be
implementing a 90 day pause on non-retaliating countries sparked a dramatic turnaround,
but the luster quickly began to fade as there is still considerable uncertainty for the coming
months and the administration clarified that all the other newly implemented tariffs would
remain in place. On the data front, both CPl and PPl unexpectedly fell in March, likely
reflecting an economic slowdown before price hikes took effect. Several Fed officials
indicated they expected to keep the interest rate policy on hold in order to ensure the
transitory effects from tariffs won't lead to longer lasting inflation. A patient Fed along with
growing fears that the US is losing its reserve currency and foreign governments might be
selling their treasury holdings, caused yields to jump ~45-50bps across the 5-30y portion of
the curve. By Friday, Boston Fed President Collins soothed things over a bit after she said the
Fed would "absolutely be prepared" to help stabilize financial markets if conditions become
disorderly, effectively implying there may be a cap on how high they let yields rise to.

IG Munis

It was a week full of superlatives in the muni market with the volatility reminiscent of the
early days of the pandemic. Monday saw the biggest MMD cuts since March 2020 and 2nd
largest volume of BWICs in history amidst the largest single day fund outflow since Dec 2022.
A similar story emerged throughout the rest of the week as BWIC volumes surged to more
than double their recent averages, Lipper reported a $3.3bn outflow, and almost all new
issues got pulled. Liquidity was hard to come by, with each successive trade print seeing
prices gap lower. By Wednesday morning, high grade 5s had broken through the coupon,
while AMT airports traded behind a 5.50%. Bottom feeders began to emerge at these eye-
popping levels and the tone seemed to stabilize. President Trump's tariff pause turbocharged
the rally, leading to the largest volume of muni trades in history. Unfortunately, sentiment
began to shift again by Thursday afternoon as fast money sellers took profits from their
Wednesday purchases, while real money accounts continued to pound the market with bid
lists. When all was said and done, the muni market massively underperformed treasuries as
the benchmark AAA curve saw yields rise 65-78bps. While it usually pays to be a liquidity
provider when everyone else is panicking, we don't foresee volatility dramatically slowing
down any time soon. Aside from the macro uncertainty, in the muni market, negative returns
typically lead to fund outflows which can start a self-perpetuating cycle. Further, after this
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week's deals all got put on day-to-day status, any signs of stability may be met with an
overwhelming amount of supply. That said, we still believe the high-grade muni sector should
emerge a winner in an economic downturn and believe it makes sense to leg into the market
especially on days with the largest dislocations.

HY Munis

The HY market mostly mirrored the movements seen in IG. Outflows accelerated to $759mm
and bid list after bid list emerged. Hit rates were low and funds naturally turned to their most
liguid names, such as mid-grades and large benchmark bellwethers like Buckeye Tobacco
and Cofina bonds. Cofina 5s of 2058 (28c), the largest bond in the HY index, had been trading
in the $99-100 area for months. At Wednesday's wides, bonds traded as low as ~$88/5.80%,
recovered all the way to ~$96/5.25% on Thursday and closed 20bps wider at 5.45%.
Buckeyes, the 2nd largest in the index, hit a wide of $80/6.50%, off 10pts from last Friday
morning's 5.67% print and ultimate closed around 6.15%. The same pattern played out
across the broader HY market and even "different" names that have been highly sought after
saw similar price adjustments. While any change in sentiment would be a boon to HY prices,
we continue to believe spreads will widen over time as |G yields behind 5% are for more
compelling than HY in the high 5% to low 6% yield range, especially given the ever-worsening
macro outlook.
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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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