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General Commentary

Treasuries started off the week on a firmer footing, shrugging off concerns over the Fed's
independence and digesting December's CPI report which showed that core consumer
inflation remained steady at 2.6%. Further, the PPl report showed many of the categories
that flow into the Fed's preferred PCE gauge had limited or negative growth. However,
November's Retail Sales rose more than expected and both Initial and Continuing Jobless
Claims fell last week. Following the mixed data and some hawkish comments from Fed
officials, the curve bear flattened as market participants weren't seeing enough concerns in
the data to warrant a rate cut any time soon. Amidst the probability of the Fed cutting by June
dropping from 100% to 83%, the front end rose 6-7bps while the 30y rose 3bps.

IG Munis

Despite the new issue engine beginning to rev back up for the year, the muni market moved
in the complete opposite direction as the MMD curve bull flattened on the week. Front end
demand was strong, with JPM reporting a 28% increase in customer purchases relative to
recent averages, which led to the AAA curve being bumped each day, ultimately ending the
week 8bps lower in 2y. On the other end of the spectrum, customer purchases for long
duration bonds surged as much as 36% but was met with enough supply to keep the 30y
unchanged for the week. The increased demand came on the back of another strong week of
inflows, with Lipper reporting $1.478bn flowing into IG funds. This led to a decline in
customer BWICs by 13% as accounts' cash balances are beginning to swell and the need to
create more cash has diminished. New issue volumes were manageable and mostly saw
good subscriptions out to ~20y, while the long end was met with lackluster demand. For
example, a $739mm AAA rated Dallas PSF deal was bumped 7-8bps in the 15-20y part of the
curve but just 1bp in 30y. A $337mm Aa3/AA- TX Christian University deal had to be
cheapened by 5bps in 30y.

HY Munis

After a strong start last week, HY performance was a bit more mixed. While many trade prints
have been through lagging evals, particularly on bonds that hadn't traded in a while, those
that have been more active mostly printed in a +/-5bp range for the week. In benchmark
names, Buckeye Tobacco and GA SR400 traded 3bps and 5bps worse, respectively, while
Cofina 58s were 5bps better. The choppiness was also evident in smaller, nonrated names
trading above 6%. A VA hotel project traded 3/8pt (~3bps) better on Friday, while a TX hotel
revenue bond traded 3bps worse. A nonrated MA senior living name saw customer
purchases 1bp better than last Thursday , while a nonrated pooled charter school sold at the
exact same yield. The new issue calendar didn't provide many opportunities as the largest
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HY deal was a $104mm nonrated senior living transaction that saw very strong subscriptions
and led to the 30y and 35y terms being bumped by 9-10bps. Next week's $634mm nonrated
senior living deal for a new luxury independent living community in the Bronx will provide a
true test of the market's appetite for risky deals. At just 260 units, the $2.44mm debt/unit is

the highest we've ever seen.
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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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