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MONTHLY PERFORMANCE, NET OF FEES

OVERVIEW

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

2019 8.16 4.01 (5.55) 3.79 (4.79) 4.89 2.52 (6.57) -- -- -- -- 5.50

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

August was a very volatile month in the market.  The last days of summer gave way to dramatic market 

swings centered on a re-escalation in the US/China trade conflict.  The path forward for investors remains 

unclear; tariff wars, major geopolitical unrest (Hong Kong), slowing global economic growth and an 

inversion of the yield curve, have all led to a more cautious sentiment. 

Domestic equities sold off in the month, and the financial sector was among the hardest hit.  Due to the 

continued global demand for US Treasuries, banks experienced rate-related selling pressure.  Treasuries 

rallied across the curve, with yields dropping.  During the month, the 2/10-year spread, inverted for the first 

time since 2007.  Such curve inversions traditionally signal growth concerns that tend to weigh on risk 

sentiment.  The last five times this has happened, it has led to an economic recession.  However, given the 

breadth of negative yields globally, from a technical perspective, the money flow into Treasuries does not 

come as a surprise. 

Monthly, Chinese trade-activity reports came in well below expectations, with industrial production falling 

to a 17-year low.  Economic data for Germany, a G7 member, also contracted as their Economic Minister 

commented specifically on the headwinds from US trade conflicts.  Unsettling the markets further, Fed 

Chairman Bullard said “negative rates” were among tools the Fed would review going forward.

We have spent a great deal of time talking with bank management teams discussing current conditions, 

including the challenging interest rate environment.  Each bank has a unique set of circumstances and 

asset/liability sensitivities.  Now that it appears rates will be going lower and may very well stay low for an 

extended period, banks have had an appropriate amount of time to hedge against margin compression.  

Additionally, while loan yields have come down, banks with higher exposure to longer dated loans and 

longer durations securities portfolios, may have less impact from the Fed actions.

Higher loan to deposit ratios and competition from credit unions and regional banks have challenged 

community banks from lowering deposit costs too aggressively.  However, in contrast to the beginning of 

the year, those institutions with higher deposit betas are now perceived to have an advantage in their ability 

to reduce deposit rates faster.  The main driver of negative sentiment is concern over the longer dated cycle 

with evidence of economic growth slowing. (Continued)
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To date, consumer data has remained strong and credit has been pristine.  As we go further out in the cycle, 

both could begin to show signs of stress. 

All in all, we continue to hear from bank executives that local economies are doing well, and they have a 

variety of levers to maintain growing profitability.  Loan demand is steady and capital redeployment 

strategies are intact as we see healthy dividend payout ratios and strong buyback activity.  The banking 

sector is now trading at a discounted price to earnings multiple to the S&P.   While not back to December 

2018 levels, we would expect, and history would suggest, the sector to outperform coming out of such 

periods.   

M&A activity may stall nearer term, primarily due to currency (buyer-stock) weakness and hesitations from 

sellers.  We expect that until we see interest rate stabilization and trade policy normalization, the market will 

be more volatile.   

We remain vigilant and flexible as we experience a changing global interest rate environment.  We are 

encouraged by our monthly calls with management teams that express confidence that customers and 

conditions overall, are in much better shape than bank stock prices (and the yield curve) imply.  Moderate 

loan growth, a healthy consumer and strong fee income should provide some support for expanding 

valuations.  We have continued to maintain a higher level of short exposure to protect the portfolio.  Our 

hedging created a sizable buffer (210 basis points of outperformance to the corresponding benchmark 

Nasdaq Bank Index) to the market sell-off this month.

In closing, the Iron Bay Fund, LP celebrated its 8-year anniversary in August.  While the last year has been 

challenging, we are grateful for your patience and support.  We have certainly been here before and 

witnessed times of greater uncertainty.  We are confident the banking sector is healthy, and consolidation is 

inevitable.  If you would like to learn more about the Iron Bay Fund strategy, please contact us. 
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RETURN DATA

Total Return Since Inception 128.14%

Annualized Return from Inception 10.86%

Average Monthly Return .94%

Std. Deviation of Monthly Return 3.82%

Sharpe Ratio Since Inception .77

Beta Since Inception vs. S&P 500 .60

IRON BAY FUND, LP NASDAQ BANK INDEX RUSSELL 2000  

August 2019 (6.57%) (8.48%) (5.07%)

YTD 5.50% 5.30% 10.85%

Last 12M (21.05%) (18.96%) (14.13%)

Last 3Y 

(Annualized) 3.10% 4.54% 6.43%

Last 5Y 

(Annualized) 9.50% 6.21% 4.94%

Inception 

(Annualized) 10.86% 10.61% 9.45%

*All reported Iron Bay Fund, LP returns are NET OF FEES.
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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.

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 TD Securities

Legal Woods Oviatt Gilman, LLP

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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