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General Commentary

Treasuries bounced around throughout the week as traders got some glimpses into the
health of the labor market while official government reports were still on hold during the
shutdown. ADP Employment came in better than expected at +42k jobs in October, butin
looking under the hood, small business employment declined for the fifth time in the last 6
months. On Thursday, the JOLTs report showed that job cuts surged 175% in October, almost
triple the amount from this time last year. Separately, an alternative measure of nonfarm
payrolls estimated the US lost 9,100 jobs in October. The Univ of Ml Consumer Sentiment
survey fell to a more than 3-year low as anxiety mounted over the impact of the government
shutdown, weaker labor markets, and still elevated prices. On the other hand, the ISM
Services Index showed activity unexpectedly expanded in October at the fastest pace in 8
months on the back of a surge in new orders, while the Prices Paid Index jumped to a 3- year
high. Further, the Supreme Court justices questioned the legality of President Trump's tariffs
which could spark further growth if unwound. Given the resilience in the economy amidst a
softening but not collapsing job market, the jury is still out over whether the Fed will cut the
policy rate again in December. Futures markets are pricing in a 66% probability of a cut as
participants are cautiously optimistic that Fed officials will be more concerned with the
softening labor market data than with the prospect of inflation reaccelerating.

IG Munis

The stronger tone that has percolated throughout the muni market persisted this week as a
surge in redemption cash and nearly $1bn of IG fund inflows were able to absorb the
elevated new issue calendar with ease. The benchmark MMD curve performed relatively in
line with treasuries up front but outperformed by 6bps in the long end. As such, dealers
reported very strong inquiry coming from various account types with a heavy focus on longer
duration. JPM reported a major jump in 20y+ activity, with BWICs rising 51% and customer
purchases up 29% relative to recent averages. As mentioned over the past few weeks, the
last two months of the year typically offer strong performance given a favorable technical
environment. Investors appear to be bulled up and are likely to buy any dips due to rate
weakness over the coming weeks.

HY Munis

For the first time in weeks, HY investor caution began to fade. Lipper reported +$277mm of
fund inflows which sparked an uptick in trade volumes. JPM reported a 75%-78% surge in
both HY/NR BWICs and customer purchases. Dealers reported stronger inquiries emerging
after the 11/1 redemption cash combined with another $382mm from the annual PR CVI
distribution hit investors' books. Generic names outperformed the broader market, with
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Buckeye Tobacco and GA SR400 Express Lanes both trading about 10bps better on the week.
We also saw a stronger bid emerge for senior living, particularly independent living focused
facilities trading at 6%+ yields. We'll be closely watching fund flows for signs of renewed
optimism from investors, but HY fund managers are hopeful that the positive momentum
continues, and they can claw back some of their underperformance before the year ends.
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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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