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BIRCH CREEK MUNI INSIGHTS

General Commentary

A fresh exchange of US and Iran strikes, the first in about a month, reignited the oil-driven 
selloff and pushed Treasury yields to fresh highs. Brent ran from $88 toward $96+ as 
tensions around the Strait of Hormuz built, reviving inflation worries alongside the Fed's 
hawkish recalibration under Chair Warsh and a heavy slate of government and corporate 
supply. The 10y crossed 4.75% midweek, its highest since January 2025, and the 30y set a 
YTD high. Dovish remarks from Fed officials Williams and Waller helped yields recover some 
of the move. However, Friday cut the other way, as August payrolls topped every estimate 
and unemployment held steady, lifting the front end 4bps while the long end held. Fed Fund 
Futures now price roughly 60% odds of a September hike and a December move in full. Next 
week's CPI print looms as the swing factor.

IG Munis

Munis fared far worse than Treasuries. The AAA MMD curve cut 11-15bps, steepest at the 
long end, cheapening ratios back to around 90%. Supply drove the secondary. According to 
JPM Research, BWIC volume reached roughly $14bn, the heaviest week since the April 2025 
selloff and about 36% above the trailing five-week average, though firm hit rates and 
customer purchases showed real money meeting the paper. Lipper, by contrast, reported 
$138mn of inflows, a 20th straight week, with the pace slowing sharply. New issue added to 
the pressure. A $1.93bn Aa1/NR/AA+ DASNY Sales Tax competitive deal cleared 10-15bps 
wider than the name's typical spreads and repriced secondaries cheaper, though several 
large negotiated deals such as Chicago O'Hare airport and AZ Salt River sales tax freed up 
better later in the week as buyers engaged the new levels. The backup has done its work on 
absolute yields. With 30y MMD at 4.70%, many high grades now price at or cheaper than 5%, 
levels that pencil to an 8.5% taxable-equivalent yield for an investor with no state tax and 
9.5% to 11% for residents of the highest-tax states, on par with long-run equity returns. That 
is helping to draw interest back into the market by retail investors. We think that bid deepens 
if supply keeps pressuring the market. With net issuance set to ramp into the fall, we would 
expect crossover accounts to step in more forcefully around a 95% ratio and help limit 
further weakness.

HY Munis

High yield could not escape the duration selloff, though the damage was contained. Bonds 
traded heavy with duration for sale as a defensive bid met elevated bid-wanted volumes 
through the week. Generic benchmark names held in better than the tape, with Buckeye 
Tobacco off just 4bps to near 6.94% and Cofina about 8bps cheaper, both outperforming the 
15bp cut in long MMD. That left HY spreads to IG near the tightest of the year, within 8bps of
the April 2025 lows. According to JPM Research, HY BWIC volume rose 73% on the week 
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while hit rates climbed 27%. The pressure landed instead on less common names, which 
had lagged the benchmarks and only now caught up to the broader move. A BB rated Indiana 
student housing block that a dealer sold at 6.11% last week resurfaced on a Friday BWIC 
and was purchased at 6.31% and put away at 6.29%. With generic spreads near their tights, 
we continue to favor new issues that price at a concession and smaller, higher-quality off-
the-run names that most investors overlook.
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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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