Birct CREEK BIRCH CREEK MUNI INSIGHTS

CarrTAL WEEKLY MARKET COMMENTARY: APRIL 4, 2025

General Market

Markets were roiled this week by a dramatic escalation in trade tensions, despite a better-
than-expected payrolls report. The long-anticipated April 2nd “Liberation Day” arrived with
tariff announcements that were far more severe than initially telegraphed. While early-week
speculation had investors hoping for narrow, sector-specific measures, President Trump
surprised markets by unveiling broad, country-based tariffs, many of which were in the 30-
40% range. China responded in kind, levying a 34% tariff on U.S. goods by week’s end. Risk
sentiment deteriorated sharply, fueling a flight to safety across global markets. Treasury
yields plummeted in response, falling 23-28bps while the 10y closed below 4% for the first
time since October. Fed Chair Powell acknowledged the impact of tariffs will be significantly
larger than previously expected, causing both higher inflation and slower growth, but
emphasized that the Fed doesn't need to be in a hurry to adjust their policy as they await
more clarity on its impact.

IG Munis

The muni market kicked off the week in catch up mode after demand for high-quality paper
accelerated as investors grew more comfortable stepping in at year-to-date highs in yield and
wides in ratios. Munis further benefitted from the flight to safety with double digit MMD
bumps to close out the week. Lipper reported the 4th consecutive week of outflows, albeit a
much more modest -$136mm for IG funds compared to recent readings. With outflows
subsiding and investors growing more optimistic, JPM reported customer BWIC volume fell
5% relative to the elevated volumes of the past few weeks, while hit rates also jumped. At the
same time, secondary market customer purchases rose 9% as dealers reported a broad
assortment of accounts all out in full force trying to find paper. The new issue market
continued to offer attractive concessions to the secondary, causing heavy oversubscriptions
and price revisions. Even a generic credit like TX PSF saw a new deal bumped 10bps on the
reprice. AAA-rated IL Clean Water was 15x oversubscribed in its longest tenor, bumped 8bps,
and traded up 29bps by week's end. After treasuries pared back some of their gains Friday
afternoon, the muni market turned in its first weekly outperformance in a month after the
benchmark AAA MMD curve saw yields fall 29-34bps. While we recognize the inherent
volatility could easily cause a swift reversal, we still prefer the up in quality trade.

HY Munis

The HY muni market benefitted from the broader market rally, but cracks began to form
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around the end of the week as global recession fears drove flows away from risky assets.
Lipper reported the first weekly outflow from HY funds this year, but we suspect this may not
be anisolated event. Early on, dealers reported that accounts were coming out of the
woodworks and were much more amenable to previously unloved sectors like Healthcare 4s.
A BB-rated student housing deal at Florida Institute of Technology was heavily
oversubscribed and bumped 16bps. In the secondary, Buckeye tobacco traded as strong as
5.70->5.67% early Friday morning, up ~20bps on the week. However, as the grim mood
picked up steam globally, so did HY investor outflows. A barrage of bid lists on Friday by both
ETFs and mutual funds caused a sharp pullback in investor risk appetite. Buckeyes traded
13bps cheaper to 5.80% despite MMD bumping 8bps. Many items from the bid lists didn't
trade, presumably due to minimal bidder interest, but the ones that did tended to trade at
least 10bps behind evals. We have long cautioned that HY spreads were too divorced from
reality, and it seems as if this is finally coming home to roost. If this new tariff regime remains
in place, we expect there will be far more attractive opportunities to put excess capital to
work in beaten down names in the future.
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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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