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BIRCH CREEK MUNI INSIGHTS

General Market

In a sign of the times, this week's FOMC meeting took a back seat to headlines around the 
administration's trade policy whereas usually the market is intensely focused on the Fed. 
Treasury yields rose 5-7bps amidst news reports that the US and China will hold their first 
confirmed trade talks and the US and UK announced the first trade deal that many hope will 
be used as a framework for other countries to follow. The economic dataset was light, but 
Unemployment Claims edged lower while the 4-week moving average was little changed, 
underscoring the lack of impact seen so far in the labor market. The Fed meeting turned out 
to be a nonevent after the committee kept rates on hold as expected. The accompanying 
statement mostly echoed Chair Powell's recent comments, reflecting increased economic 
uncertainty and that tariffs may affect both sides of the Fed's mandate by boosting inflation 
and hurting employment. With the Fed remaining status quo, futures markets pared back 
expectations for cuts to the policy rate, now pricing in 2.66 cuts by year-end vs 3.20 last 
week.

IG Munis

The municipal market continued its path back towards "business as usual" after last month's 
dislocations, outperforming treasuries across the board after the benchmark MMD curve 
was bumped as much as 3bps up front and only cut 2bps out long. Fund flows remained 
positive for the 2nd week in a row, with Lipper reporting $1.1bn of deposits into mutual funds 
and all categories seeing inflows. The new cash plus a lighter new issue calendar, stable 
treasuries, and generous after-tax yields led to strong inquiries from a variety of account 
types. As a result, sell pressure faded, with JPM reporting a 27% drop in BWICs relative to the 
recent 5-week average. Overall trade volumes also declined, with customer purchases falling 
9% and customer sales falling 17%. Next week will put this newfound stability to the test as a 
large $13bn+ primary calendar arrives amidst ratios that are no longer screening cheap 
enough for cross-over buyers.

HY Munis

The HY market saw more bifurcated action than IGs did as higher beta mid-grade and large 
benchmark names underperformed, while more risky and unique names saw outsized 
interest. Participants seemed to give some pause after last week's mid-grade and higher 
rated healthcare deals were heavily oversubscribed but lacked any real follow-through on the 
break. Similar transactions this week were barely subscribed for causing investors to begin 
looking ahead to the upcoming calendar and seeking to pare down similar risk. As a result, 
generic names widened on the week. Buckeye Tobacco bonds traded off 10bps, while the
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same Baa3 P3 credit mentioned last week traded off 6bps. On the other hand, new deals for 
non-rated names at much wider spreads ended up a food fight as investors clamored for 
allocations. A $126mm nonrated portion of a Vail housing deal was 20x+ oversubscribed and 
bumped 20bps. On the break, bonds traded up ~35bps. Similarly, an $81mm nonrated 
Chiara Senior Housing deal was bumped 25bps and traded up by a similar amount. Lastly, a 
$139mm nonrated MIDA Public Infrastructure District deal saw its senior bonds 20x+ 
oversubscribed and bumped 25bps. We suspect similar performance will be had on the 
break once the deal frees next week. While we continue to favor IG bonds over generic HY, 
monetizing HY new issue concessions will likely remain a profitable strategy for as long as 
the market remains relatively stable. 
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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.

Philadelphia, PA  •  215-557-3335  • BirchCreekCapital.com

http://www.birchcreekcapital.com/

	Slide 1
	Slide 2
	Slide 3

