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General Commentary

Markets took their cues from the Fed this week, with January's FOMC meeting taking place
mid-week and news of Chair Powell's replacement out on Friday. Despite President Trump
repeatedly calling for lower interest rates, the Fed board held the overnight rate steady,
which was widely expected. Additionally, the committee's press release dropped their
reference to increased downside risks to employment and instead included new language
that the unemployment rate has shown some signs of stabilization. Friday's news that Kevin
Warsh will be nominated by the President to become the next Fed Chair led to a steeperyield
curve. Overall, the front end fell by 7bps, while the long bond rose by 5bps on the week. The
belief is that while Warsh is in favor of the Fed lowering rates now, in the past he had been
much more of a hawk and has called for the unwind of the central bank's balance sheet,
which should un-anchor longer term debt alongside the inflationary effects of cutting rates in
a stable to stronger economy.

IG Munis

The strength in the muni market persisted amidst a very light week of issuance, strong fund
flows, and a mostly rallying treasury curve. The front end and belly of the AAA MMD curve
saw yields fall by 3-4bps, while the long end was unchanged. JPM Research's weekly
compilation of trade data showed the supply/demand imbalance. Customer BWICs fell 5%
relative to the previous 5-week average, which was already dampened due to year-end trade
volumes, while customer secondary purchases jumped by 26%. As accounts are flush with
cash amidst the 17th week of inflows over the last 18, holders lack any true reason to sell
anything unless they can get a strong price. |G buyers on the other hand, armed with $1.58bn
of fresh capital this week, had very few options in the primary and began to chase
opportunities in the secondary, with most trade prints occurring through evals. While we
recognize that a continued surge in fund flows can keep the market afloat, 2y to 10y
MMD/UST ratios in the 57-60% range leave little to be desired and we believe it may be
prudent for managers to pare down some risk as we head towards a seasonally weak
environment in March and April.

HY Munis

The HY market had a fairly uneventful week. BWIC volumes rose 36%, but hit rates fell to just
59%, 7% below recent averages, according to JPM. Holders seemingly were looking to take
advantage of the positive tone and limited issuance YTD. Instead, buyers were content to
hang on to cash and wait for more attractive entry points as customer purchases fell by 25%.
Names that did trade, generally ground tighter. On Friday, Cofina 58s went away 4bps better
than last week's close, while Buckeye Tobaccos were purchased by a dealer at its same
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level. Some less frequently traded credits also ticked tighter, with a block of USVI Frenchman
Reef Hotel bonds trading 1bp better than last week. With Lipper reporting another $486mm
of inflows into HY funds this week, it seems the market has put last year's poor performance
and outflows in the rear-view mirror. As cash buffers swell and sellers remain strategic, we
continue to believe it's only a matter of time before risk taking ramps up and more
speculative credits get brought into the market.
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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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