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OVERVIEW:

Bank stocks traded sideways through late summer after reaching highs in August, as rising interest rates 

tempered investor enthusiasm. Concerns have emerged whether loan growth may slow and whether higher 

deposit pricing could pressure margins. Against this backdrop, the Iron Bay Fund declined (2.54%) in 

September, outperforming the Nasdaq Bank Index that was down (4.93%).

Oil prices and persistent inflation weighed on broader markets, contributing to the Federal Reserve’s decision 

to raise rates by 25 basis points, its first increase since 2023. The move was widely anticipated and had been 

fully priced in by the futures market. Despite a unanimous vote, markets reacted minimally. We do not expect 

additional rate action before the mid-term elections. December is the earliest window for a potential additional 

raise.

Community banks entered the third quarter with solid operating momentum, supported by improving funding 

conditions, strengthening commercial loan demand, and a more favorable yield curve. Earnings visibility 

improved even as deposit costs remained challenging. The steepening of the 3-month to 5-year curve to 

roughly +80 bps helped reverse the inversion that constrained margins throughout 2023 and 2024. Asset 

quality remained stable, though banks continued to monitor commercial real estate (CRE) exposures, 

particularly office and select construction portfolios.

As mentioned, the Federal Reserve adopted a more hawkish tone as Q3 progressed. The September FOMC 

hike moved the target range to 3.75% – 4.00%, with futures markets assigning a 93% probability ahead of the 

announcement. Inflation cooled in June and July as the oil shock moderated, though August data was elevated. 

Labor markets and broader economic conditions continue to show resilience. Chairman Warsh reiterated the 

Fed’s commitment to restoring inflation to its 2% target, signaling policymakers are prepared to tighten further 

if needed.

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

2026 4.75 (1.00) .90 4.93 .88 9.26 1.40 (2.36) (2.54) -- -- -- 16.77

2025 1.30 (2.20) (6.65) (2.96) 4.60 5.33 1.03 10.74 (1.68) (2.54) 6.72 2.52 15.98

2024 (5.00) (5.07) 2.05 (10.44) 4.48 3.47 20.53 (.77) (1.28) 2.38 11.74 (7.21) 11.68

2023 2.91 .50 (19.28) (8.10) (10.03) 6.10 17.36 (7.36) (5.42) (4.06) 9.62 17.28 (7.11)

2022 .82 1.86 (3.71) (7.55) (.07) (8.49) 5.20 (.28) (3.56) 5.51 2.89 (5.86) (13.55)

2021 3.12 13.97 10.66 1.51 5.78 (4.11) (2.26) 1.65 3.13 3.81 (.81) 2.57 44.90

2020 (7.2) (8.74) (34.61) 8.27 (5.65) .89 (8.00) 1.94 (4.89) 13.78 19.51 7.41 (25.71)

2019 8.16 4.01 (5.55) 3.79 (4.79) 4.89 2.52 (6.57) 5.10 2.97 4.57 3.10 23.09

2018 1.13 (1.62) 1.28 .22 3.73 (.22) (1.36) .61 (3.10) (10.40) 1.26 (14.87) (22.36)

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
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(continued)

As earnings season approaches, we will closely monitor management commentary on deposit pricing and loan 

growth. The economy remains strong and consumers continue to spend, but rising financing costs could temper 

borrowing demand. Combined with higher deposit costs, this may create near-term headwinds. Even so, bank 

capital levels remain strong, and balance sheets are well-positioned to absorb a temporary slowdown.

Bank consolidation accelerated meaningfully during the quarter, with 37 deals announced and a median 

price-to-tangible book value of 1.52x, reflecting a renewed willingness among participants to transact. Key 

drivers include succession planning, rising technology and cybersecurity costs, and intensifying deposit 

competition. Regulatory approvals continue to average roughly five months from signing to close.

Looking ahead to late 2026 and into 2027, banks leaders seem cautiously optimistic, balancing constructive 

tailwinds with emerging risks. We expect continued strength in commercial loan demand, a more favorable 

curve for spread banking, and easing capital requirements. Adoption of AI and automation should modestly 

reduce operating costs. Risks include potential additional Fed tightening and pockets of credit deterioration.

Strategically, banks will focus on strengthening deposit franchises, accelerating digital and AI initiatives, and 

evaluating strategic partnership opportunities as scale becomes increasingly essential.

If you would like to learn more about the Iron Bay Fund and our outlook for community banks, please contact 

us.
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RETURN DATA:

* Iron Bay Fund, LP returns are reported net of all fees.

Total Return Since Inception +248.52%

Annualized Return from Inception +8.62%

Average Monthly Return +.89%

Std. Deviation of Monthly Return +6.16%

Sharpe Ratio Since Inception .33

Beta Since Inception vs. S&P 500 .53

IRON BAY FUND, LP NASDAQ BANK RUSSELL 2000  

September 2026 (2.54%) (4.93%) (5.40%)

Year-to-Date +16.77% +9.47% +12.68%

Last 12-Months +24.51% +12.86% +14.78%

Last 3-Year +23.10% +18.35% +16.14%

Last 5-Year +5.10% +1.28% +4.87%

Inception to Date 

Annualized +8.62% +8.17% +9.35%
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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.  

CONTACT INFORMATION

Iron Bay Capital

Golisano Institute

150 Sawgrass Drive, Suite 223

Rochester, NY 14620

(585) 348-9226 office

(917) 612-3991    cell 

rbolton@ironbaycapital.com                                                                                                              www.ironbaycapital.com

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 FIS Global/Virtus Partners

Auditor KPMG

Prime / Custodian Jones Trading/ Pershing 

Legal Woods Oviatt Gilman, LLP

Partnership Overview:  Iron Bay Fund, LP is a limited partnership that focuses on investing in the securities of U.S. 

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. 

mailto:rbolton@ironbaycapital.com
http://www.ironbaycapital.com/
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