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General Market

In a week full of major data releases and market moving events, bond markets were relatively
tame until Friday's mega miss on the Non-Farm Payrolls report. On Wednesday, after Q2
GDP came in stronger than expected, the Fed left rates unchanged, but two committee
members dissented for the first time since 1993, adding to speculation that the Fed would
cut in September. However, Chair Powell's press conference was more hawkish than
expected after he downplayed talks about September and argued it was still too early to be
thinking about cuts, which caused treasury yields to rise. Markets sharply reversed course
on Friday after payrolls only increased by 73k in July while the prior two months were revised
down by 258k jobs. The front end rallied as much as 25bps intraday on Friday as participants
rushed to re-price in a September cut. Additionally, President Trump revealed new tariff rates
on US trading partners, which would bring the country's overall levy on goods up to 15.2%
from just 2.3% last year, risking further economic deterioration.

IG Munis

The muni market tone continued to improve, especially in the long end where dealers
reported strong interest from crossover accounts for clean blocks of high-grade paper
withing +/- 15bps of a 5% yield. Lipper reported the second consecutive week of mutual fund
inflows and the 13th week of inflows out of the last 14, which helped demand. However, with
underwriters continuing to hammer the market with deal after deal, we saw an uptick in sale
lists, with JPM reporting +17% relative to the previous 5-week average. Dealers also reported
sparse demand from SMA accounts in the front end of the curve from 2-20 years. Due to
Friday's massive treasury rally, the muni market underperformed as the benchmark curve
was only bumped 7bps. If the narrative takes hold that the Fed is behind the eight ball and
will need to cut rates several times in the coming months to catch up to the realities of a
weaker economy, we expect muni yields will drift lower alongside treasuries. However, with
the record pace of new issue supply seeing no end in sight, ratios may remain more elevated
relative to its historical averages. While August reinvestment capital will be the highest of
the year, next week's $17bn+ of issuance is the 4th highest on record.

HY Munis

Similar to last week, the HY market continued its recovery from July’s early under-
performance, albeit at a measured pace. Benchmark names mostly kept pace with high
grades, with bellwether Buckeye Tobacco bonds rallying 8bps to 6.38%. Accounts were
somewhat cautious as they waited to see the result of the $3.4bn Baa3 rated Georgia SR 400
Express Lanes transaction with all maturities in long duration of 35 and 40y. The two 6.5%
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coupon tranches ended up being ~3x oversubscribed and the underwriter was only left with
a small balance of the discount 2060s, with all bonds coming in above a 6% yield. As reads
came in that the deal would clear, many accounts breathed a sigh of relief. In addition, a
$269mm Baa3 Guam Business Privilege Tax deal saw 16-17x oversubscriptions on its longest
bonds outto 15y and was bumped 17-18bps. Despite rates selling off between the final
pricing and when bonds freed, the Georgia toll road deal traded up 20bps on Thursday's
break and rallied a further 7bps alongside the broader muni market on Friday. Overall, while
the tone improved in the later part of the week, investors still seem somewhat cautious to
allocate capital to high yield muni funds with Lipper reporting just +$44mm this week vs
+$893mm for IGs (coming on the heels of two consecutive weeks of HY outflows). Given tight
credit spreads and high absolute yields in the investment grade market, we remain cautious
on generic HY risk especially in light of a cloudy economic outlook. That said, active credit
managers who have the capacity to perform in-depth due diligence on less frequently traded
names are likely going to be able to find some diamonds in the rough, especially if the
broader market widens and funds are faced with investor redemptions.
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Disclaimers

This report is confidential and a product of Birch Creek Capital, LLC (“Birch Creek”). Itis 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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