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BIRCH CREEK MUNI INSIGHTS

General Commentary

The escalating US/Iran war set the tone this week, with its reach into global oil flows driving a 
sharp selloff in rates. Brent crude climbed from around $88 to a Thursday peak just above 
$100 after Iran-backed Houthis attacked two Saudi tankers in the Red Sea, threatening a key 
export route days after floating a broader maritime blockade. Treasuries sold off through 
Thursday as the oil spike revived inflation concerns, led by the front end. The 2y jumped 
15bps while the 10y climbed 13bps to break through its 52-week high. Fed Funds futures 
turned notably more hawkish, pricing a 38% chance of a hike next week against 14% a week 
ago, with more than 100% probability of a hike by September and two hikes by January. 
Friday offered some relief, as a report that Pakistan was exploring a revival of US/Iran 
negotiations pushed oil off its highs toward $96 before it settled back near $98, letting 
stocks and Treasuries recover part of the week's losses.

IG Munis

Against a heavy Treasury selloff, the AAA MMD curve fared worse still, cutting 18-22bps with 
the belly cheapening the most. Several forces converged at once. Cash had dwindled into a 
light mid-July reinvestment window, new issue supply stayed relentless, and secondary 
selling picked up. According to JPM, weekly bid lists rose 42%, with Wednesday's volumes 
hitting $4bn, the highest in over a year. Dealers absorbed much of that paper onto their own 
balance sheets rather than passing it to customers. Lipper reported $174mn of headline 
inflows, a 14th straight positive week, but the tone was clearly turning, as open-end funds 
slipped into net outflows on the week and the daily tally showing 3 straight days of outflows. 
The new issue market bore the strain most visibly, as deals were forced to widen repeatedly 
to clear, some moved to day-to-day status, and refunding transactions were pulled as 
savings thresholds slipped. The $1.5bn Aa1/AAA NYC TFA deal went into three order periods, 
widening each time to reach clearing spreads out to +50 in the belly. By Thursday the selloff 
had cheapened valuations enough that 5-10y ratios were screening fair value to cheap 
against a 1y lookback, though still rich by longer-term standards. We think the reset is 
healthy, but with munis still far from cheap to historical levels and the Fed a wildcard next 
week, we are inclined to stay patient before putting cash back to work aggressively.

HY Munis

The HY market held in better than the high grade selloff would suggest, despite mutual funds 
recording their first outflows in 16 weeks. Even as 30y AAA MMD yields climbed 19bps, long 
duration benchmark names widened only 11-13bps, leaving HY index spreads to IG at their 
tightest of the year and less than 10bps from the tightest level of the past decade, a mark 
briefly touched during last year's tariff tantrum. Buckeye Tobacco was the clearest example,
widening to 6.95% Thursday morning as holders de-risked into the weaker tape before
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clawing back to close at 6.89%, off just 13bps. Cofina followed a similar path, printing as 
wide as 5.27% before recovering to 5.21% by Friday. Away from the most liquid benchmark 
names, conditions were thinner. According to JPM, HY bid lists rose 32% on the week. 
Dealers reported plenty of bonds where they were high bid, yet the holder did not trade nor 
price them, with names that did clear trading well wide of evaluations. A BB rated NY college 
print changed hands around 7.25% against a 6.78% eval, and a nonrated NC hotel and 
convention center traded at 6% versus a 5.85% eval. New issue was quiet, but next week's 
$612mm nonrated NJ behavioral health deal will test how much risk appetite remains. If 
outflows persist and holders are pushed into forced selling, dislocations will follow. But a 
single week of modest weakness likely has done little to change the supply/demand 
imbalance, and it would take a more sustained stretch of weakness before the dynamic 
shifts toward a buyer's market.
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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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