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BIRCH CREEK MUNI INSIGHTS

General Commentary

Financial markets had a strong week as optimism around a potential end to the US-Iran 
conflict continued to build. Reports emerged mid-week that negotiators had reached 
agreement on a 60-day MOU that would extend the ceasefire and launch talks on Iran's 
nuclear program, with President Trump entering a meeting Friday to make a final 
determination. After a two-hour session, Trump left without a decision, causing rates to pare 
some of their gains late in the day. Despite the unresolved outcome, markets largely looked 
past the ongoing exchange of strikes and ceasefire accusations throughout the week, as 
participants appeared unwilling to miss the end-of-war trade in rates, oil, and equities. Brent 
crude fell roughly 13% on the week and treasury yields rallied 7-11bps across the curve, with 
the front-end leading gains. On the data front, April core PCE came in at 0.2% MoM vs 0.3% 
expected, and consumer spending rose 0.5%, suggesting higher energy prices are only 
modestly weighing on activity.

IG Munis

The muni market outperformed treasuries on the week, with the benchmark AAA MMD curve 
rallying 14-16bps as geopolitical optimism, a light new issue calendar, and historic fund 
inflows converged to create an exceptionally strong technical backdrop. Lipper reported 
$2.33bn of inflows, the second highest weekly figure on record, with IG funds capturing the 
overwhelming share at $2.02bn. According to JPM Research, BWIC volumes fell 13% on the 
week while hit rates rose 11% and customer purchases jumped 10%, reflecting a market 
where buyers are firmly in control.

New issues were digested with ease, with high-grade deals like the $2.1bn NYC TFA 
transaction bumping 8-10bps during its institutional order period, a notable move for a name 
most accounts are already full on. Similarly, the New Orleans GO deal, a name which had 
been downgraded as much as 3 notches by Moodys earlier this year, came 5bps tighter than 
pre-market and still saw oversubscriptions as high as 23x. After being bumped 22bps, it 
traded a further 21bps tighter on the break.

With June reinvestment cash kicking in next week, we are now entering the seasonally strong 
June through August period where significant coupon and maturity payments historically 
provide a strong demand tailwind. Next week's calendar is estimated at $15-20bn, but with 
this much cash in the system we expect it to be well absorbed. Smaller deals that slip 
through the cracks may need to offer modest new issue concessions to clear, but the overall 
tone should remain highly constructive.
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HY Munis

The HY market mirrored the broader muni rally, with benchmark names finishing the week 
meaningfully tighter. Buckeye Tobacco, Cofina, and GA SR400 all tightened steadily 
throughout the week, finishing ~15bps better than last Friday's close. Secondary volumes 
were relatively unremarkable, with HY BWICs up just 2% and customer purchases dropping 
9%. Hit rates jumped 11% as bidders aggressively stepped up to fill their needs wherever 
they could find supply.

Turning to the primary, new issue participation continues to be one of the few pockets of 
alpha to be had in this market. An $89mm BB+ FL senior living deal was heavily 
oversubscribed and bumped 14bps, while a nonrated CO development district that priced 
last week at 6.50% and had already rallied 20bps on the break, continued tightening further 
to 6.10% this week. A nonrated multifamily housing deal told a similar story, pricing at 6.17% 
last week before trading up to 5.75% by Friday.

With only a handful of HY deals on next week's calendar, the supply/demand imbalance 
shows no signs of easing. Many transactions continue to see double digit subscription levels 
and trade up significantly on the break, and while the most speculative structures may 
require some additional tweaking to clear, investor appetite for run-of-the-mill HY paper 
remains extraordinary.
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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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