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MONTHLY PERFORMANCE, NET OF FEES

OVERVIEW:

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

2020 (7.28) -- -- -- -- -- -- -- -- -- -- -- (7.28)

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

The impact of the China Coronavirus derailed positive momentum coming off a very strong fourth 

quarter. Equity markets gave up gains across the board. The Iron Bay Fund was down (7.28%), in-line with the 

KBW Bank Index that was down (7.59%) and the Nasdaq Bank Index that dropped (6.21%), as a flight to safety 

(U.S. Treasuries) drove rates lower. Additionally, a pickup in deal activity (a very good sign) resulted in some 

temporary pricing anomalies as investors digested terms and multiples. The longer-term benefits and value were 

overshadowed by market headlines. 

The Market:

2020 started off strong with the market positive nearly 3% through the first half of the month, despite increased 

tensions with Iran following the assassination of a top Iranian military general.  Immediate retaliation resulted in 

no U.S. casualties and the market continued, somewhat unaffected, with positive performance.  Better than 

expected fourth quarter earnings contributed to investor optimism.  Unfortunately, as news of the China 

Coronavirus infiltrated the markets, and fear escalated over global growth concerns, the DJIA slid more than 

2.5% in the last week of the month.  The move to “risk-off” assets drove yields lower, creating additional 

pressure for the financial sector, which underperformed the overall market.  

The Economy:

In the fourth quarter, GDP grew 2.1% on an annualized basis, in-line with expectations.  Durable goods orders 

jumped 2.4% due to a surge in defense spending.  Excluding defense, orders fell overall 2.5%.  New home sales 

slipped .40% but ended the year up 10.3% compared to 2018, primarily due to lower mortgage rates.  Both 

personal income and spending advanced.  Consumer strength is expected to support measured growth in the 

economy going into the new year.

The Fed:

As expected, the Federal Reserve left rates unchanged while increasing the rate paid on excess reserves.  

Chairman Powell did indicate he would monitor the situation in China closely, as concern rose over the broader 

implications to global supply chains.  It’s hard to ignore the potential repercussions resulting from travel 

restrictions and business closures.  As conditions stabilize, we expect to see bond yields bounce and the yield 

curve recover.  (continued)
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(continued)

Banks:
As stated, overall corporate earnings were better than expected.  The banking sector kicked off 4th quarter 
earnings season on a high note, with JP Morgan reporting record profitability.  Strong numbers were a 
generally consistent theme for the larger banks.  Community bank earnings were mixed, with most meeting or 
marginally exceeding estimates and little to no significant misses.  The quality of earnings is strained as lower 
rates and muted loan growth weighs heavily on net interest margins.  CECL reports were less of a story than 
expected and credit has held up well with some one-off issues in restaurant lending.  

Lacking a clear catalyst for meaningful growth, coupled with the need for scale and advanced technology, it 

was not surprising to see a flurry of deals in January.  We have seen a meaningful pickup in mergers of equals 

(MOE’s) in more of the economically strong markets.  These larger transactions allow banks to operate more 

efficiently by eliminating geographic redundancies and institute significant cost saves.  It is also worth 

mentioning the positive effect it can have for the remaining standalone banks in certain markets as the 

dislocation can allow these banks to attract talent and customers fearing lower level of service in the 

combined entity.  In addition to the MOE’s, we have continued to see more traditional M&A, and as 

mentioned in a previous letter, credit unions buying banks.  Given the more difficult operating environment 

we would expect these transactions to increase over the next year.  Lackluster loan growth, low rates and 

strong credit will support this activity.

As of the writing of this letter, the market has stabilized, even considering reports of increased fatalities and 

more widespread cases of the Coronavirus.  Looking forward, we expect a healthy consumer to support a 

stable economy and the market to be positive, albeit more volatile.  We continue to hold a moderate amount 

of short exposure to offset selling pressure and will adjust accordingly as we get closer to the elections.  

We feel the bigger story for the banking sector will be consolidation as management teams look for exit 

strategies in a very challenging environment.  

M&A:

Deals in January that the Fund participated in:

➢ FB Financial Corp. of Nashville, TN (FBK), announced a deal to acquire Franklin Financial Network 

(FSB, Fund holding).  The transaction was valued at $611 million.  It was relatively neutral to tangible 

book value, 10% accretive to FBK’s 2021 EPS.  The deal expects to close in 3Q20.

➢ South State Corp (SSB, Fund holding) of Columbia, SC, agrees to merger of equal terms with Center 

State Bancorp (CSFL) in Winter Haven, Fla.  The combined company will operate under the South 

State Bank name and will trade under the SSB ticker.  The transaction is projected to deliver +20% EPS 

accretion to South State once cost saves are fully phased in. The companies have identified $80 million 

in expected annual net cost savings. 

In closing, we saw the top banks quarterly results show moderate year-over-year earnings growth, strong 
credit quality, healthy capital positions and sustained expense management.  We continue to believe bank 
stocks, are under-owned by institutional investors.  The expected upside to owning bank stocks will be further 
fueled by growth in the core businesses, increased levels of capital redeployment (dividends and buy-backs) 
and potential steepening of the yield curve as the Federal Reserve maintains or cuts short-term interest rates.  
As overall profitability improves, valuations will move higher.  If you would like to learn more about the 
Fund or our outlook for 2020, please contact us.  
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GRAPH:

Total Return Since Inception +146.80%

Annualized Return from Inception +11.33%

Average Monthly Return +.97%

Std. Deviation of Monthly Return +3.87%

Sharpe Ratio Since Inception .80

Beta Since Inception vs. S&P 500 .60

RETURN DATA:
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RETURN DATA:

IRON BAY FUND, LP NASDAQ BANK INDEX RUSSELL 2000  

January 2020 (7.28%) (6.21%) (3.26%)

Last 12M +5.50% +2.59% +7.65%

Last 3Y (Annualized) (1.02%) (.57%) +5.83%

Last 5Y (Annualized) +10.41% +8.82% +6.73%

Inception 

(Annualized) +11.33% +11.07% +9.96%

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

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
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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. 

CONTACT INFORMATION

Iron Bay Capital
350 Linden Oaks

Suite 140

Rochester, NY 14625

(585) 348-9226 

rbolton@ironbaycapital.com

www.ironbaycapital.com
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