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BIRCH CREEK MUNI INSIGHTS

General Commentary

Cooler inflation data took center stage this week, overshadowing an intensifying US/Iran 
conflict and pulling the front end of the curve lower. Rates opened under pressure after Fed 
Governor Waller flagged concern over the elevated pace of core inflation and warned 
another hot print could force the Fed to consider tightening, while the US moved to resume 
its blockade of Iranian ships through the Strait of Hormuz. The tone flipped on Tuesday. 
Headline CPI fell for the first time in six years, core came in flat on the month, and the 
annual pace eased to 3.5% from 4.2%. The closely watched Supercore gauge dropped 0.2%, 
matching its largest decline since the pandemic, and the front end rallied as much as 10bps 
intraday. A softer PPI print reinforced the move, and while attention swung back to the Gulf 
late in the week, rates held their ground. The front end finished 2-3bps lower, while longer 
tenors were little changed. Brent crude jumped ~17% on the week, but the cooler inflation 
data won out, causing markets to pare the odds of a hike later this month to 14% from 33%.

IG Munis

After weeks of grinding to YTD ratio tights, municipals finally caved to the pressure. The AAA 
MMD curve was cut across the board, with the belly bearing the brunt. The 5y and 10y 
cheapened 11-13bps, while the 2y and long bond shed 7bps. A relentless new issue 
calendar and increasingly selective accounts drove the move. Secondary supply built 
alongside it, with JPM reporting bid-wanted volume up 8% on the week, led by a 31% jump in 
10y and longer paper, as customer purchases slipped 4%. Cash was not the problem. Lipper 
reported $1.36bn of inflows, the 13th straight week of positive flows. Instead, tight ratios and 
a deep menu of new issues have left investors choosing carefully where to participate, with 
demand lukewarm for most deals except rare names or those priced significantly wider than 
secondary comparisons. Aquarion Water proved the point, as the $2.4bn A1/A- deal came 
cheap, drew $71bn in orders, and was as much as 30-40x oversubscribed in some 
maturities. It bumped up to 38bps upon repricing and traded up another 20-25bps in the 
secondary. The widely held $2.4bn New York Thruway PIT competitive deal told the opposite 
story, drawing few customer orders and printing wide to the secondary.

HY Munis

High yield saw more of the same, with benchmark names drifting higher in yield alongside 
the broader market. Demand continued to be supported by another week of modest HY 
inflows (+$265mn), which kept the bid firm for well-structured new issues even as generic 
names drifted with the tape. Cofina closed roughly 5bps cheaper on the week as accounts 
stayed selective. Buckeye Tobacco was a modest exception, tightening about 4bps as it 
recovered from the wides it hit last week. The new issue market continued to buck the trend. 
Million Air Two, a $157mm nonrated FBO, saw its long bonds more than 25x oversubscribed. 
The deal bumped 30bps upon repricing and traded up another 25bps in the secondary.
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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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