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General Commentary

Just as US and Iran tensions appeared to be receding, renewed military strikes brought them
back to the center of the macro narrative this week. The US said it began new strikes in
retaliation for attacks on commercial vessels, and Iran responded by targeting US bases in
the region. The escalation reignited fears over oil prices and inflation, and Treasury yields
rose 7 to 8bps across the curve. Oil whipsawed along the way, surging over 8% midweek
before paring some gains as traders assessed slowing traffic through the Strait of Hormuz.
The June FOMC minutes, released midweek, were read as less hawkish than some had
feared, even as they laid out scenarios in which further policy firming could be warranted.
Meanwhile, economic data continued to point to resilience. June ISM Services showed
activity expanding at a slightly slower pace, while employment turned positive for the first
time since February. Weekly jobless claims printed in line at 215k, and still-low continuing
claims suggest downward pressure on the unemployment rate.

IG Munis

Munis outperformed Treasuries but could not fully resist the selloff. The front end and belly
were cut just 1bp, while the long end gave up 5 to 6bps. Valuations had richened to the point
that 2y and 30y MMD/Treasury ratios touched YTD lows, and that finally drew some
pushback midweek. According to JPM, BWIC volumes rose 15% on the week as investors
looked to take advantage of the strong market, especially in the long end where 20y+
volumes jumped over 60%. On the other hand, Lipper reported $1.376bn of inflows,
extending the positive streak to 12 weeks, with demand overwhelmingly favoring higher-
quality funds. Despite the influx of new cash, the new issue market bore the brunt of the
weaker tone. Deals came at concessions to get done, particularly in 10y and longer
maturities, and underwriters were left with sizable balances across many transactions.
Competitive deals in particular sat largely unsold on the winning dealers' books.

HY Munis

High yield largely tracked the broader move, with generic names drifting alongside MMD,
such as Cofina and Puerto Rico GOs closing the week off 5-6bps. Buckeye Tobacco was the
notable exception as it continued to widen. The name was off as much as 18bps intraweek
before paring losses to close 13bps wider. Dealers pointed to easy liquidity, accounts
overexposed to tobacco, and spillover from the Nassau default. New issue told a very
different story. Even as the secondary softened and inflows slowed to a trickle, demand for
new deals stayed intense. A $41mm nonrated UT development district was 15x
oversubscribed and bumped 25bps upon repricing, then traded up another 20bps on the
break. A $24mm BB+ charter school deal saw its order period terminated early and bumped
15bps. A BB+ MA student housing deal from last week continued to trade well, gaining 10bps
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even on the session MMD was cut most. We continue to see the strongest performance
concentrated in oversubscribed new issues, where a light calendar and limited supply of
different names in the secondary is driving outsized demand.
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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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