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General Commentary

To kick things off this week, President Trump indicated that the ceasefire with Iran is on "life
support" and harshly criticized their response to his latest peace proposal. With the war
having no end in sight, oil prices continued to climb throughout the week, sparking a global
bond sell off that saw Japan's 30y hit 4% for the first time, the UK long bond jump to a 20y
high, and US treasury yields climb 20-26bps. Turning to the data, a slew of economic and
corporate earnings reports pointed to signs of economic resilience, though some cracks
began to form. Core CPIl accelerated more than expected to 2.8% annualized, while Core PPI
jumped 1% month over month. Retail Sales rose for the 3rd straight month and the Control
Group sales figure, which feeds directly into the GDP calculation rose more than expected.
On the other hand, a large portion of the surge in CPl came from a data quirk and the read-
through from the PPI report into the Fed's preferred CPE measure was softer than expected.
Additionally, wage data showed that real average hourly earnings fell 0.3% from the year
before, marking the first drop in 3 years.

IG Munis

The muni market drifted higher alongside treasury yields but outperformed after the
benchmark AAA MMD curve was cut just 12-15bps. Lipper reported a hefty $1.35bn of
inflows into mutual funds, with $1.13bn deposited into IG funds. According to JPM Research,
BWIC volumes slowed as investors were focused on the sizable primary calendar. Most deals
that came at a concession to the secondary saw oversubscriptions, though some names
struggled. With so many options to choose from, investors had the luxury of being selective
to find the right fits for their portfolios. That said, momentum waned as the week wore on and
dealers reported the secondary tone felt heavy as buyers moved to the sidelines. While the
new issue calendar is expected to remain elevated for the next few weeks, A-rated and
discount structures are approaching or crossing the psychologically important 5% yield
threshold that typically provides strong support for the market.

HY Munis

The HY market seemed to ignore the rate weakness early on, with benchmark names trading
rangebound, but ultimately succumbed to the sell-off as the week wore on. That said,
benchmark names like Buckeye Tobacco and Cofina finished ~11-14bps wider, slightly
outperforming IGs. Secondary volumes were quiet, with JPM reporting that HY BWICs fell by
23% and customer purchases dropped 27%. Dealers still reported strong inquiry for certain
sectors and structures with plenty of cash available for the right names. With another week
of inflows (+$218mm) adding to HY investors' cash hoard, the badly needed uptick in new
issue volume was well received. A $105mm BB+ rated United Airlines deal for a Ground
Services facility in Houston was 6x oversubscribed. A separate $151mm tranche for the
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Catering facility was just 2x oversubscribed, but still traded up 9bps, before the bid softened
a few on Friday. A $127mm nonrated Utah development district was 17x oversubscribed and
bumped 25bps. Even smaller deals like a $35mm nonrated VA senior living transaction was
7x oversubscribed and a pair of $30mm nonrated OH affordable housing properties were
bumped 12.5bps. While yields should drift higher alongside the broader market, it seems like
it would take a significant dislocation event for spreads to gap wider.
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Disclaimers

This report is confidential and a product of Birch Creek Capital, LLC (“Birch Creek”). Itis 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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