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BIRCH CREEK MUNI INSIGHTS

General Commentary

With the government functioning again, a mix of stale, new, and missing financial data has 
added to the uncertainty across fixed income markets. The BLS said they will not publish an 
October employment report and instead incorporate the data into November's report, which 
won't get released until a week after the Fed's December meeting. They also will not release 
an October CPI report, while the November one will come out post-Fed. This has led to many 
economists shifting their expectations for the next interest rate cut, given the easiest path 
would be for the FOMC to hold steady in December and wait for a clearer picture of the data 
to emerge ahead of their January meeting. Confidence in a December cut was further shaken 
after the Fed's October meeting minutes showed that many participants wanted to keep 
rates steady the rest of the year. That said, on Friday, NY Fed President Williams said he saw 
room for the Central Bank to cut interest rates again in the near term as the labor market 
softened. To that point, ADP's new weekly employment data showed US companies cut 
2,500 jobs per week on average in the 4 weeks ending 11/1, while the Univ of MI survey 
showed consumer sentiment fell to a near record low as high prices and reduced job 
prospects have led to a bleak outlook for many respondents, particularly in lower income 
brackets. Treasuries closed the week as much as 11bps lower in the front end as prospects 
for a December cut were reinvigorated.

IG Munis

After its recent bout of outperformance, the muni market felt a bit stuck this week given the 
massive $17bn calendar and a turn in fund flows. Lipper reporting $966mm in outflows, 
though the number was apparently skewed by an intra-company fund acquisition which had 
resulted in a corresponding inflow last month. That said, open end funds were still hit with 
$332mm of outflows this week, which were offset by $465mm of inflows into ETFs. With the 
outflows, heavy new issuance to focus on, and conflicting views around the Fed's next move, 
dealers reported a cautious tone out of the gate. While demand seemed to firm up in the 
front of the curve as deals were released, investor hesitation to reach for longer duration this 
week was evident in both new issue subscriptions and secondary trade flow. The $1.03bn 
NYC Muni Water deal saw its serials mostly subscribed during the retail order period, but the 
term bonds in 2050 and 2055 were widened 5bps in order to clear. In the secondary, JPM 
reported a 24% jump in BWIC activity and 12% increase in customer purchases, with the 
biggest gains seen in the 20y+ segment. While the muni market underperformed treasuries, 
the majority of the curve was unchanged on the week and the back end saw yields rise just 
2bps.   We do not expect any major weakness to take hold as the new issue calendar is 
beginning to dwindle with only two non-holiday or non-Fed weeks left in the year. 
Additionally, December reinvestment cash is set to hit and there appears to be ample 
demand at adjusted levels just a few bps wider than the current offered side.
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HY Munis

The HY market continued to struggle after a second consecutive week of outflows. Lipper 
reported HY funds lost $162mm, with open end funds faring worse than ETFs at -$212mm. 
As cash buffers have been whittled down and funds get more defensive, the market seems to 
have flipped to a "buyer's market" where those with cash can pick and choose select new 
issues and take advantage of customer BWICs by bidding well behind evals. The tough 
environment for sellers even extended up into the mid-grade space, where three bid lists on 
Wednesday comprised of $118mm in airport mostly saw prints 10-15bps wide of marks. On 
the new issue front, the $522mm BB+ rated United Airlines deal got downsized to $273mm 
with 2 series being pulled after struggling to find orders. A $94mm nonrated charter school 
deal was entirely shelved, while a $110mm nonrated hotel deal got downsized and 
cheapened. On the other hand, some deals were able to clear without issue, although we 
aren't seeing the robust levels of oversubscriptions that most have grown accustomed to. A 
$174mm nonrated senior living deal for an expansion project at a community that is 
performing well was left unchanged from original price talk, with its term bonds that were 
offered north of 6% sold to 12 investors. This environment bodes well for active credit 
managers who can sift through the noise and provide liquidity for favored names while 
others are pulling back.
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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.
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