Birca CREEK BIRCH CREEK MUNI INSIGHTS

CarrTaL WEEKLY MARKET COMMENTARY: SEPTEMBER 19, 2025

General Commentary

Treasury yields edged lower into Wednesday FOMC meeting despite retail sales beating
expectations with a broad-based advance across most spending categories. Nevertheless,
the Fed cut 25bps as expected, while the revised dot plot showed 2 more 25bp cuts
expected by year-end. Treasuries rallied initially, but reversed course during Chair Powell's
press conference as he dispelled any notion of a larger cut and called the decision a "risk
management move', indicating that while the weaker labor market is in focus, the Fed is still
concerned over higher inflation. A stronger than expected initial jobless claims report on
Thursday further aided the sell-off. With the front end anchored by the expected Fed cuts,
the 2y yield rose just 1bp on the week while longer tenors rose by 7bps.

IG Munis

The muni market kicked off the week on a solid footing, with a light primary calendar, mid-
month reinvestment cash hitting accounts, and treasuries continuing to rally. At the same
time, mutual funds saw an influx of cash as Lipper reported $1.045bn of inflows this past
week, with $620mm going into IG funds. BWICs rose 15% but were again led by <1y tenors
and short-call paper as accounts looked to extend duration. Prior to the post-FOMC selloff,
traders reported the market feeling 5bps+ stronger on Wednesday and felt trades were 2-
3bps better even after the FOMC selloff that saw treasury yields jump 4-7bps that day. The
outperformance caused the relative value argument to wane, and the muni market gave
back some of its gains in the back half of the week, with the benchmark MMD curve lower by
1-2bps across all tenors except the very front end. As ratios closed the week at just 56-58%
up front, 70% in 10y, and 89% in 30y, we do not see many catalysts that would lead to further
outperformance and suspect munis will more closely mirror treasury fluctuations over the
coming weeks.

HY Munis

HY munis had an unusual week, decoupling from treasuries that tend to drive yield changes
more than MMD movements do, while at the same time seeing a large dispersionin
performance. While dealers reported that the offer side was starting to pile up early in the
week as accounts looked to monetized recent performance, the $425mm of fresh capital
that came by way of fund inflows combined with virtually no new issues led investors to look
past the treasury sell-off and instead reach for yield. The lowest yielding HY paper were stuck
in the mud, while wider spread names significantly outperformed. For example, a block of
Cofina 5s of 58 was sold to a customer on Friday at 5.16%, or 4bps worse than last week's
dealer purchase. However, the bid side on GA SR400 Express Lanes closed at 5.37% vs a
5.57% dealer purchase last Friday, while the bid side on Buckeye Tobacco 55s closed at
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5.97% vs a 6.07% dealer buy last Friday afternoon. Without any major credit or economic
shocks, funds that are flush with cash will continue to reach for excess yield. While the HY
new issue calendar picks up slightly next week, most deals continue to be very small and
can be digested with significant oversubscriptions. We suspect underwriters are busy

behind the scenes working hard to line up their speculative transactions to take advantage of
this demand.
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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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