
Iron Bay Fund, LP

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2017 1.64 2.13 (.06) .20 (2.50) 3.19 (.14) (1.09) 6.06 .65 2.82 -1.88 11.26

2016 (7.38) (3.72) 4.99 4.91 1.37 (1.60) 3.82 3.93 (.19) (.09) 12.18 7.51 27.14

2015 (6.42) 4.57 6.43 (.79) .27 3.23 2.19 1.66 1.61 3.54 4.42 .39 22.54

2014 (.43) 1.34 1.31 (3.39) .85 1.52 (3.59) 1.08 (2.75) 8.94 (.52) 5.22 9.27

2013 4.58 .74 1.62 (1.65) 1.62 2.45 5.99 (2.10) 2.30 1.38 4.20 1.12 24.30

2012 2.42 .57 3.09 (1.01) (2.59) 2.59 .06 1.98 3.12 .37 (.91) 2.49 12.67

2011 -- -- -- -- -- -- -- -- (.64) 3.05 .91 1.66 5.04

Robert Bolton, Portfolio Manager December 2017

MONTHLY PERFORMANCE, NET OF FEES

OVERVIEW

The Iron Bay Fund finished the year +11.26%, outperforming the benchmark Nasdaq Bank Index which finished the year +3.51%.  Not 

surprisingly, large-cap banks turned in stronger performance as they began the year priced at a relatively lower valuation and had more “room 

to run,” as the projected growth incentives, including tax reform, reduced regulatory burdens and higher interest rates, began to take hold. 

The behavior of the markets in 2017 was one for the history books. Equity markets powered to record highs on earnings growth, tax reform 

hopes and projected easing of financial regulation. Volatility remained low and the yield curve flattened in the year, as investors digested the 

Trump Administration’s blue prints for growth and regulatory reform.  Tax reform dynamics are somewhat unique to the US, which largely 

explains why the S&P 500 outperformed international equity indexes during the past few months after underperforming for most of the year.

In the final “holiday short” two weeks of the year, the S&P 500 was essentially flat, declining 8 basis points. As tax reform legislation 

finalized, many companies took profits and left investors uncertain how to best approach the coming new year.  

The S&P 500 returned +21.78%, with advancers outpacing decliners at a rate of 3 to 1. The Russell 2000 lagged the broader market closing at 

13.14%.  Growth outperformed with remarkable performance led by the  “Fab 5” (Facebook, Netflix, Amazon, Google, Apple). These 5 

companies added more than $1 trillion in market capitalization and contributed 25% of the S&P 500’s total gain in 2017 (Jones Trading 

Research).

As expected, the Federal Reserve raised the federal funds rate .25% at the December meeting, to end the year at 2%.  Additional commentary 

provided indicated the Fed expects faster growth in 2018 and labor markets to remain strong.  If the economy continues to expand at forecasted 

rates, we expect that we will see further hikes (between 3 and 4) in 2018.  

Consolidation in the banking industry increased in 2017, with 261 announced deals with an estimated $26.38 billion, compared to 241 deals 

with a value of $26.79 billion in 2016.  The median deal price to tangible book value increased significantly to 160.6% from 130.6% in 2016.  

We believe this trajectory will continue as acquisitive bank currencies rise and regulations (systemically important thresholds, etc.) decline.  In 

December, the fund had one transaction as an acquirer:

➢ TriCo Bancshares (TBNK) agreed to purchase FNB Bancorp (FNBG) for 2.60x’s tangible book value and a 21% deposit 

premium.  Although the deal appeared rich on the announcement, this will provide TBNK with substantial market presence 

in one of the better metro markets in the country.  

Fourth quarter earnings are expected to be more volatile considering pre-announcements on the impact of tax reform for bank net operating 

losses.  To date, several banks have indicated one time “write-downs” on their deferred tax asset in conjunction with the reduction in the 

corporate tax rate.  Additionally, the year end increase in rates can potentially impact quarterly marks on securities valuations on bank balance 

sheets. Synchronized global growth and increasing corporate profits bode well for 2018.  We do foresee the potential for increased volatility 

due to the extended market rally and Federal Reserve tightening policy.   Financials are among Wall Street analyst’s favorite picks for the new 

year.  Reduced regulation, strong credit, rising rates and lower taxes will contribute positively to the backdrop for the sector.  

We will continue to position the portfolio in names that we believe will be beneficiaries of consolidation in the community bank sector.  As 

deposit betas increase, consistent with an increase in rates, strong core funded franchises will command better premiums.  Muted loan growth, 

increasing technology costs associated with demand for mobile banking and cybersecurity concerns will pressure the smaller banks that do not 

have the scale to operate as efficiently as their larger counterparts.

We thank you for your interest in the Fund.  If you would like to learn more about the strategy or arrange a call, please contact us.  



Iron Bay Fund, LP

Past performance of the funds is no guarantee of future returns. The return data presented in our monthly letter is representative of our day-one investor 

returns. Specific investor returns may vary due to the time they came into the fund.  This report is for informational purposes only and does not constitute an 

offer to sell or solicitation of an offer to buy limited partnership interests or shares. Offers can only be made via an offering memorandum, which is available to 

qualified investors. The respective offering memoranda include a more complete discussion of the various risk factors associated with an investment in the 

Fund. The limited partnership interests and shares, as applicable, of the Fund have not been registered under the Securities Act of 1933 or applicable state 

securities laws and are being offered and sold pursuant to an exemption available under such Act for securities issued in a private placement and 

corresponding provisions of state law. The information contained in this presentation is confidential, proprietary to Iron Bay Capital GP and may be used by 

the recipient for the sole purpose of considering an investment in the Iron Bay Fund LP.

Partnership Overview:  Iron Bay Fund, LP is a limited partnership that focuses on investing in the securities of US domiciled, publicly traded financial services 

companies, particularly community banks.  The Partnership has the ability to sell short securities and may utilize moderate leverage in an effort to enhance returns.  

Iron Bay Fund, LP seeks to invest in companies that have attractive valuations based on fundamentals, merger and acquisition opportunities, increasing dividend 

payouts and above average capital deployment opportunities.   Investments are selected using in-depth fundamental research, supported by robust trading discipline and 

risk management techniques. 

SERVICE PROVIDERS & INVESTMENT TERMS

Fund Manager Robert Bolton

Management Fee 1.75%

Performance Fee 20%

Lock Up None

Redemptions Quarterly with 60 Days Notice

Administrator Virtus Partners

Auditor KPMG

Prime / Custodian Weeden / Goldman Sachs

Legal Woods Oviatt Gilman, LLP

PERIOD IRON BAY FUND NASDAQ BANK INDEX RUSSELL 2000 INDEX

December 2017 -1.88 -1.97 -.56

QTD 1.55 1.86 2.99

YTD  11.26 3.51 13.14
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CONTACT INFORMATION

Iron Bay Capital
2507 Browncroft Blvd.

Suite 102

Rochester, NY 14625

(585) 348-9226 

rbolton@ironbaycapital.com
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