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BIRCH CREEK MUNI INSIGHTS

General Market

Early strength in fixed income markets on the back of fears of a slumping economy 
eventually gave way to renewed optimism heading into the weekend. US consumer 
confidence plummeted to an almost 5y low after declining for its longest stretch since 2008. 
Job openings fell by more than expected, the ISM Manufacturing Index dropped to its lowest 
since March 2020, and the ADP report showed US firms adding the smallest amount of jobs 
since July. Q1 GDP contracted 0.3%, its first negative print since 2022, due to a pre-tariff 
import surge and softer consumer spending. However, not all was negative. Core PCE 
inflation surprised to the downside, several tech companies reported stronger than expected 
earnings, Nonfarm Payrolls surprised to the upside, and the Unemployment Rate was 
unchanged. While the labor market data suggested President Trump's trade policies have yet 
to have a material impact, many economists are hopeful that the administration will 
continue walking back their tariff actions in order to prevent further disruptions. When all 
was said and done, treasury yields jumped 6-8bps on the week and futures markets moved 
to price in just 3 rate cuts for the remainder of the year.

IG Munis

The muni market rallied for the 3rd straight week, outperforming treasuries and slowly 
clawing back April's early losses. The benchmark AAA curve saw yields fall 11-15bps after 
Lipper reported the first weekly inflow of $1.6bn following 7 straight weeks of redemptions. 
BWICs fell 19% and hit rates rose 8% as buyers continued to find value at these elevated 
rates and ratios. Participants also received a fresh injection of cash from their May 1st 
principal and interest redemptions, which kicks off a seasonally strong period through the 
summer. Dealers reported having some of their broadest inquiries and customer orders in 
weeks, with all types of accounts looking to get invested. That said, the focus was clearly on 
the primary market, with one dealer estimating 90% of the focus earlier in the week was on 
new issues. The calendar came in at $14bn, which was the highest of the year, but the influx 
of capital and wide spreads led to severe oversubscriptions and disappointing allotments. 
Next week's calendar looks a bit lighter at $9bn, though several deals are waiting in the wings 
and can pop into the market if stronger conditions persist. As usual, the market remains 
highly sensitive to the whims of political and economic headlines, and the late week 
outperformance may easily reverse course if this treasury trend continues. However, if rates 
remain relatively rangebound, the muni market should have room to outperform given the 
stronger technical period we are entering alongside still-attractive after-tax spreads.
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BIRCH CREEK MUNI INSIGHTS

HY Munis

The HY market mostly mirrored IGs this week as generic names traded up 8-10bps and 
accounts focused on new issues. The secondary market was quiet, though bellwether 
Buckeye Tobacco outperformed, trading up 20bps after a favorable court ruling over disputed 
NPM payments could lead to a settlement that would improve cash flows to investors. A 
widely held Baa3 rated P3 bridge credit traded up 8-9bps week over week and was more 
representative of generic credit. In the primary, it seemed investors' hesitance to take risk 
was firmly in the rearview mirror. A 196mm BBB+ rated JFK TRIPs deal came out 10bps tighter 
than premarketing at +80, was 16-17x oversubscribed in its term bonds and bumped 11-
13bps. A $350mm American Airlines deal was bumped  as much as 23bps, while a highly 
speculative deal for The Stanley hotel (which inspired Stephen King's The Shining) was able 
to get across the finish line. Given the highly uncertain economic backdrop, we continue to 
favor an up in quality focus and do not believe it makes sense to chase the limited offerings 
available 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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