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BIRCH CREEK MUNI INSIGHTS

General Commentary

A holiday-shortened week brought a decisive hawkish shift in the rate outlook, as the 
market moved to fully price a September hike and a second move by December. Hotter 
inflation data drove much of the repricing. Core CPI rose 0.3% on the month, a tick 
above expectations, while PPI landed in line but left core wholesale prices running at a 
still-hot 4.6%. Fed Funds Futures ended the week assigning 88% odds to a September 
hike, up from 62%, with a full second hike now priced by year-end. The selloff was 
concentrated up front. The 2y and 5y cheapened 24-26bps and the 10y backed up 
19bps to its highest close since October 2023, while the long bond rose 8bps, 
flattening the curve sharply. Oil compounded the move, with Brent climbing from 
roughly $96 to $104 and WTI crossing $100 as fresh strikes between the US and Iran 
stoked supply fears. A pair of upsized Treasury long-end buybacks only added to the 
pressure. Desks had positioned for a larger operation, so the $6bn ceiling 
disappointed, and the Treasury ultimately purchased just $5.19bn, feeding skepticism 
that repo-funded buybacks do little to address the deficit and issuance backdrop.

IG Munis

Munis offered no shelter from the selloff. The AAA MMD curve was cut 17-23bps, with 
the bulk of the damage coming Thursday, when yields were cut as much as 15bps in 
the largest single-session move since April 2025. Munis held in against the front-end 
Treasury selloff but lagged badly in the belly and long end, cheapening the 10y ratio 
toward 75% and the 30y toward 92%. That left absolute yields at their highest in about 
a year and a half at the 10y and roughly fifteen years at the 30y. Secondary supply was 
relentless. According to JPM Research, BWIC volumes ran about 50% above the five-
week average, with Thursday's $4.8bn session ranking among the highest ever. Dealers 
characterized the bulk of that supply as tax-loss swapping rather than forced selling 
tied to redemptions, and blocks traded in orderly fashion despite the volume. Lipper, 
by contrast, extended its inflow streak to a 21st week, though the $193mn headline 
masked a clear loss of momentum, including the largest daily outflow since late 
March. The new issue calendar buckled as the week wore on. A $1.58bn Aa2/AA NYC 
GO left with balances, the $797mm NTTA deal moved to day-to-day, and a $770mm 
A1/AA- TBTA deal widened to clear, with several other deals working on post-pricing 
solutions. Friday brought the first green shoots, as fresh inquiries emerged and better 
buying bumped MMD 2-5bps at the long end. We believe the reset has left valuations 
the most attractive in years, with the taxable equivalent yield on 30y AA paper reaching
multi-decade highs. Still, buyers likely need to see the long end stabilize before
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returning in size, and unlike last summer, munis no longer screen cheap to corporates. 
A lighter $9bn calendar next week should help, though the massive wave of tax loss 
selling is likely to continue to pressure the market.

HY Munis

High yield held in on a relative basis even as the broad selloff pulled yields higher. The 
spread between the HY and IG index yields compressed to 159bps, the narrowest 
since the global financial crisis. Within the space, the cheapening was led by the 
lowest-yielding, highest-quality names, as the market fixated on absolute yields rather 
than spreads. Baa3/BBB- rated Georgia SR 400 moved to 5.65% from 5.35% the prior 
Friday, and Cofina cheapened to around 5.45% from 5.25%, while higher-yielding 
Buckeye Tobacco, among the most liquid names in the market, gave back only 
modestly to close near 7.00%. Supply was heavy here as well, with JPM Research 
pegging HY BWIC volumes about 72% above the recent average, and HY funds slipped 
to outflows on the week. New issue was quiet, with the week's primary activity 
concentrated in high grade. With the spread to investment grade now at a post-crisis 
extreme, we continue to favor discretion over broadly reaching for yield.

WEEKLY MARKET COMMENTARY:  SEPTEMBER 11, 2026

Philadelphia, PA  •  215-557-3335  • BirchCreekCapital.com



3

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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