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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) (1.36) .61 (3.10) -- -- -- .51

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 returned (3.10%) ending a difficult quarter overall for the financial sector, which posted, a six 

session losing streak to close September. The Nasdaq Bank Index fell (4.94%) on fears the flattening yield curve will 

hurt bank profitability. The Fund has maintained a moderate amount of short exposure due to the more uncertain 

backdrop. This has mitigated some of the downside and we do expect that we will continue to be positioned in a way 

to absorb some of the selling pressure should it continue.

The ten-year Treasury yield climbed to approximately 3.11% ahead of the Federal Reserve meeting, before retreating 

after they voted to raise interest rates for the third time this year. Investors are concerned that the long end of the curve 

is not rising as quickly as the short end due to fears over growth and trade. The flattening yield curve could put 

pressure on net interest margins as the short end moves in conjunction with Fed actions. Additionally, the removal of 

the “accommodative” language from the policy statements contributed to more negative sentiment as some interpreted 

the removal as somewhat “hawkish.” The Fed has raised rates three times this year and is expected (now greater than 

90% probability) to raise once again in December.

There have been 199 bank deals announced year to date. The majority of deals (88%) have been in banks with less 

than $1 billion in assets. Annualized 2018 activity is tracking to be the strongest in many years. The average deal 

price has increased to 173% of tangible book value. We do expect deal activity to remain steady as banks seek to 

deploy excess capital created as a result of tax reform and lower regulatory demands, in addition to actively pursuing 

attractive deposit franchises. The backdrop for consolidation continues to be favorable. 

Several secondary capital raises were announced in September.  We invested in a deal for FVCBankcorp (FVCB), 

based in Fairfax, VA. Due to their attractive markets and the overall pricing metrics supporting the transaction, we 

believe the growth opportunities behind this company are impressive. We also like the fact that company management 

seems to understand that there is a defined “life cycle” to banks that struggle to grow organically. That said, we 

believe they could be candidates to sell down the road.

In M&A, Citizens & Northern Corporation (CZNC), a portfolio holding, and Monument Bancorp, announced their 

plan to merge in a transaction valued at approximately $42.7 million. As of June 30, 2018, CZNC had consolidated 

assets of $1.3 billion.  Monument had assets of $348 million as of June 30, 2018.  After the transaction is completed, 

the combined organization is projected to have approximately $1.7 billion in assets.  Additionally, on the west coast, 

PacWest Bancorp (PACW) announced their intent to purchase El Dorado Savings Bank.  Through the deal PacWest 

would gain branches in their home state of California and Nevada and they will pick up attractive core deposits.  This 

will give PacWest the flexibility and funding base to redeploy into loans.

Thank you for your interest in the Iron Bay Fund.



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. 
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Legal Woods Oviatt Gilman, LLP
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