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General Market

Fixed income markets rallied this week after signs of weakness emerged in both inflation and
the labor market. Consumer inflation rose less than forecast in May with the core CPI
advancing just 0.1% on the month. PPI Inflation followed suit, also surprising to the
downside with a 0.1% increase. Employment data showed further cracks as Initial Jobless
Claims continued to climb, causing the 4-week moving average to rapidly approach the post-
pandemic highs. With signs of a slowdown, traders increased their wagers on the timing of
Fed rate cuts, with an 85% probability now assumed for the September Fed meeting and a
2nd cut before year-end fully priced in.

IG Munis

The muni market underperformed with 3 straight days of an unchanged benchmark curve
and only modest bumps thereafter despite USTs rallying most days. That said, dealers
reported a stronger tone than the curve implied, with many trades happening 2-4bps better
than prior days. The positive performance was impressive considering tax-exemptissuance
over the past two weeks each registered in the top 4 of all-time. Usually, we'd expect to see a
surge in BWICs to make room for new deals with fresh calls and higher book yields, but JPM
only reported a 5% increase in customer BWICs. Supporting the demand were continued
fund inflows and seasonally strong reinvestment cash, with Lipper reporting the 7th
consecutive week of positive figures at +$523mm. After many accounts built up cash buffers
and sat idly by as volatility surged earlier this year, it seems that investors are fully embracing
munis again. Especially after the House tax bill made no mention of the muni tax-exemption
and the harshest of tariffs have been walked back, investors have been eager to lock in the
high absolute yields still on offer. Next week will see a drop off in issuance given the FOMC
meeting and Juneteenth holiday so we expect investors will refocus on the secondary market
and look to scoop up any value left behind in the wake of the issuance onslaught.

HY Munis

Generic HY names were mostly unchanged to slightly wider on the week despite a small
calendar. Perhaps the lack of deals trading up 30bps+ on a break kept the animal spirits at
bay. That said, several dealers reported strong inquiries for non-generic names, with buyers
looking to fill needs in a variety of sectors. A fund liquidation helped supply a plethora of
unique credits, however, a large portion were distressed which limited the buyer pool.
Interestingly, many of these bonds traded at massive discounts to their evals, underscoring
the risk involved in investing in the most speculative projects. While this portion of the
market may unearth rare opportunities for outsized returns, we believe this is best left for
firms that have deep expertise in distressed credits and complex workouts.

Philadelphia, PA ® 215-557-3335 e BirchCreekCapital.com


http://www.birchcreekcapital.com/

BircH CREEK

CAPITAL

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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