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MONTHLY PERFORMANCE, NET OF FEES

OVERVIEW

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

2018 1.13 (1.62) 1.28 .22 3.73 (.22) -- -- -- -- -- -- 4.52

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

The Iron Bay Fund LP returned (.22%) in June and ended the quarter +3.74%, outperforming the Nasdaq Bank Index returning 

(2.62%) and +1.91% respectively.  

As the second quarter ended, investors became more defensive overall as valuations (mainly in more growth dominated 

sectors) appeared to be stretched.  Stocks ended the second quarter lower amid heightened trade concerns.  The S&P 500 

finished the first six months of 2018 with a less than 2% gain and the DJIA negative.  Financials, which account for 

approximately 15% of the S&P 500, have been under significant pressure, led lower by larger capitalization companies and 

have underperformed the broader market sell-off with indices closing at the lowest levels from November 2017.

The economy has been growing at a consistent pace.  Employment data is strong and wage growth has remained within 

manageable guidelines.  U.S. job openings outpaced the number of unemployed Americans for the first time since recording 

this data in 2000.  The housing market has not shown any evident signs of slowing, even as rates have incrementally moved 

higher.  

As expected the Federal Reserve increased rates in June with indications of two additional rate hikes in 2018 and potentially

three in 2019.  While corporate tax cuts pushed an extended bull market higher, the escalating trade war and retaliatory 

measures have become a significant headwind and could impede further tightening by the Fed.  

The Fed released its annual Dodd-Frank Annual Stress Test (DFAST) results in June.  As we have seen in the past two years, 

all participants passed the stress tests on a "quantitative" basis.  However, heavier losses on credit cards and adjustments related 

to the new tax code, caused the card companies (AXP, COF, DFS) to have more mixed results.  Of important note, many were 

surprised to see the Fed retroactively remove ZION, CMA and CIT from the results, implying the Fed is ready to shed smaller 

banks from this labor-intensive process.  Although this year's test was deemed much harder, the market will look forward to 

2019 when reported DFAST and CCAR may become significantly less intensive.  

Deals are being done at lofty valuations.  Three of the most expensive deals in the past five years have been done this year.

The acquirer has been willing to accept sizable dilution and longer earn back periods. Through mid-June, the median price to 

tangible book value increased to approximately 1.69 from 1.58 over the same period last year. The regulatory environment has 

improved significantly in the past year and will support an increase in deals of all sizes.  Acquirers are laser focused on 

gathering low cost deposits.  While all banks do face higher deposit costs, generally loan yields would increase to offset the 

incremental funding expense.  As pressure mounts with the flattening of the yield curve, franchises with lower deposit betas in 

stronger markets will command higher premiums and will outperform their peers.

We remain encouraged by the limited signs of inflation within the slowly growing economy.  Smaller capitalization companies 

(our primary investment targets) have little to no exposure to risk of trade tariffs and may have greater benefit from the largest 

change in the tax laws in over 30 years.  We believe the stronger financial services companies will continue to grow organically

and pursue strategic acquisitions of companies with more limited balance sheets and growth potential.  If you are interested in 

learning more about the Iron Bay Fund, 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 Jones Trading / BAML

Legal Woods Oviatt Gilman, LLP

PERIOD IRON BAY FUND NASDAQ BANK INDEX RUSSELL 2000 INDEX

June 2018 (.22) (2.62) .58

QTD 3.74 1.91 7.43

YTD  4.52 3.64 7.00

RETURN DATA

CONTACT INFORMATION

Iron Bay Capital
2507 Browncroft Blvd.

Suite 102

Rochester, NY 14625

(585) 348-9226 

rbolton@ironbaycapital.com

www.ironbaycapital.com
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