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General Market

Treasury yields oscillated each day this week as the market can't seem to make up its mind
as to whether President Trump's policies will cause a recession or be pro-growth. Skewing
things higher was major news early Monday morning that Treasury Secretary Bessent and his
trade negotiators reached a deal with China for a mutual 90-day pause of the existing tariffs,
with the US dropping its rate down to 30% on goods from China and China dropping its rate
to 10% on the US. This caused most economists to scale back their recession odds and
boost growth forecasts for the year. On the other hand, yields fell after both consumer
inflation and producer inflation rose less than expected, while Retail Sales decelerated
notably. Factory Production declined for the 1st time in 6 months and Homebuilder
Confidence slumped. The ebbing economic activity and dimming inflation supported bets
that the Federal Reserve will cut interest rates twice this year. However, Friday's Univ of Ml
year-ahead inflation expectations jumped to 7.3%, its highest since 1981, which took the
wind out of the sails of the treasury rally. Ultimately, the curve ended the week 6-9bps higher
as the conflicting signals will likely keep the Fed at bay for a few more months and interest
rates to remain higher for longer.

IG Munis

The muni market outperformed treasuries for the 3rd straight week after the benchmark AAA
MMD curve saw yields decline 0-4bps up front and rose just 5bps out long. The new issue
market was robust, and accounts were mainly focused on the deals that came this week, but
ultimately there was more than enough demand to meet the supply. Lipper reported the 3rd
consecutive week of inflows at $769mm, with investors showing a preference for IG funds
this week (+$629mm). With the seasonally strong reinvestment cash set to hit accounts
through the end of the summer and mutual funds seeing investors migrate back into their
products, the strong technical and relatively high yields were enough to overpower the large
calendar and ratios that are no longer flashing cheap. At the same time, while investors still
have some lingering economic fears, confidence is slowly building after the muni tax-
exemption status wasn't included in the House Tax Bill and the tariff tantrum has settled
down. Trade activity normalized this week, with JPM reporting both BWICs and customer
purchases down 20% relative to the elevated 5-week average. Dealers have reported
particularly strong inquiry in the SMA portions of the curve, typically out to 15-20y, while the
long end has seen more limited interest. With front end ratios back to the low 70% area and
the long end hovering around 90%, the muni market appears to be more fairly valued and its
direction over the next week or two will likely be more heavily influenced by treasury
movements.
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HY Munis

Despite long treasuries and MMD both off 5bps or more, HY munis turned in a solid week of
performance. Benchmark names like Buckeye Tobacco and Cofina closed about 5bps better,
while last week's nonrated deals continued to see strong trading in the secondary market. A
Utah development district for a luxury ski resort community finally freed up Thursday and
saw its convertible coupon bonds trade up 50bps. Likewise, this week's slate of deals saw
strong subscription levels and even better trading on the break. A $300mm nonrated deal for
a NJ port and rail terminal project was initially premarketed as 7.25s at $99 and after seeing
strong investor reads was priced 25bps tighter as 7s. The deal saw over 50 accounts
participate and a total order book of $6bn, causing the underwriters to tighten another
37.5bps to 6.625s at $99. When it freed, bids were yet another 32bps tighter. Another deal
helped trigger further price discovery after Barclays successfully priced a $508mm BB+
student housing transaction, a sector that has faced skepticism amongst investors lately.
Between this and last week's BB+ university in IL helping to set clearing levels, dealers
reported an uptick in focus in both higher ed and student housing. Given the about-face seen
on the China tariffs, we wouldn't be surprised if the risk-on attitude translates into heavier HY
muni fund flows. If so, some of these "left behind sectors" and smaller, less widely held
names may see some nice spread tightening as investors search for the highest yielding
offers available.
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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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