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General Market

Fixed income markets were unusually tame this week considering an FOMC meeting
occurred alongside a fresh Middle East conflict that could see the US step up their
involvement. While markets were on edge to see whether or not President Trump would get
the country involved by bombing Iran, ultimately investors kept their focus on comments out
of the Fed meeting to discern the future path of interest rate policy. The committee left rates
unchanged, while the dot plot still showed 50bps of cuts this year and officials moved their
inflation and unemployment forecasts higher. Fed Chair Powell said the Central Bank was
“well positioned to wait to learn more about the likely course of the economy before
considering any adjustments”. Despite the laid-back approach, on Friday, Fed Governor
Waller posited that the Fed could begin cutting interest rates as soon as July. Ultimately, the
curve steepened modestly with the front-end seeing yields decline by 4bps while the long
bond was unchanged.

IG Munis

With a lighter week of issuance due to the FOMC and Thursday holiday, the muni market took
its cues from treasuries as the benchmark AAA curve saw yields lowered 2-3bps up front and
kept unchanged out long. Lipper reported continued inflows for the 8th consecutive week,
though they were mostly driven by ETFs. Customer sale lists were near recent averages, while
secondary purchases jumped 10% due to the lack of primary options. Despite the usual
hesitance to make any major moves around Fed meetings, dealers generally reported a
decent tone from market participants. With the seasonal strong reinvestment cash,
continued inflows, and a supportive treasury market, customers are finding it more and more
compelling to lock in some of the most attractive tax-adjusted yields they've seen in years.

HY Munis

The HY market kicked off the week with another round of sales from the fund that was
liquidating, which drew a lot of attention from the dealer and investor community. Ultimately,
these trades led to a bit of a hangover as accounts digested the materially weaker levels that
most credits traded at. More liquid names trended a few bps weaker, such as a Florida
assessmentdistrict for the Villages community that traded 3bps worse than last week or
Buckeye Tobacco that saw a similar movement. The cautious risk appetite spilled over into
the primary market after a $250mm nonrated transaction for Noble Waste was cut 75bps
from initial pricing but still didn't have enough investor interest to clear the market. That said,
next week's calendar brings two larger transactions - a $304mm BB+ rated FL university and
a $248mm nonrated UT development district that we expect will garner plenty of interest.
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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 e BirchCreekCapital.com


http://www.birchcreekcapital.com/

	Slide 1
	Slide 2

