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General Commentary

With limited economic data to move markets this week, treasury yields fell as a flight to
quality took hold. In the beginning of the week, concerns resurfaced over President Trump's
new tariff proposals and Al companies rendering many incumbent players obsolete. Despite
anxiety easing on Tuesday and Wednesday, the end of the week saw many of the same Al
fears pop up despite Nvidia's blockbuster earnings. Treasuries received a further boost after
US-Iran nuclear talks in Geneva were said to be intense and pundits began discussing US
airstrikes that could be on the table as soon as this weekend. Yields closed the week 11-
15bps lower, with the 5-10y part of the curve outperforming the wings.

IG Munis

The muni market churned out its 4th straight week of positive returns, albeit drastically
underperforming the treasury rally, particularly down the curve where valuations were
richest. The benchmark AAA MMD curve saw yields lowered by 3bps out to 5y, was kept
unchanged in 10y, and rallied 6bps out long. This demand pattern was borne out in the new
issue market. A $2bn Aa2/AA rated University of California transaction was tightened as
much as 10bps out long due to robust demand, but the underwriter was left with some
balances out to 9y. In the secondary, BWIC volumes picked up a bit with JPM Research
showing an 8% jump relative to recent averages, but the hit rate also improved, indicating a
healthy market. Cash continued to flow into funds, which has kept demand strong despite a
reluctance to chase paper amidst what may be another record year for new issuance. Lipper
reported inflows of $1.029bn, $574mm of which went into |G funds. This was the 14th
consecutive week of inflows and JPM reported that the YTD figure is currently tracking as the
3rd highest on record yet still does not include the funds that only report their data monthly.

HY Munis

The story in the HY market was more of the same that we have reported on for several weeks.
There is simply too much cash chasing too few bonds and finding interesting credits at
attractive spreads has become an exercise in futility. Trade volumes have slowed
dramatically as holders of HY paper have very little need to sell given heavy inflows and very
little desire to sell given it is nearly impossible to replace risk in this environment. In fact, JPM
Research showed a 33% drop in HY/NR purchases this week given the limited opportunity
set. Those that are underinvested and fear they are missing out on the market move are
reluctantly entering the secondary market by paying aggressive prices for credits they like as
they feel they cannot wait any longer for new issues that have not yet materialized in any
sustainable size. For example, a BB+ rated FL senior living credit traded 5.55%->5.53% on
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Friday after a dealer stocked a block of the same bonds last week at 5.67% before selling at
5.62%. On the other hand, benchmark names that accounts already own enough of barely
budged on the week and underperformed IGs. Recent new issues continued to outperform,
with last week's $99mm NY senior living deal trading up 40bps after it freed up on Monday.
Even smaller names like a $35mm nonrated TX private school that came last week saw a
dealer purchase bonds 6bps better than new issue and offered up another 8bps from there.
Unfortunately, next week's calendar does not offer much relief, and we suspect the tone will
be more of the same.
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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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