
        
            
                
            
        


		
			Advance Praise for Deal Junkie

			“Who doesn’t LOVE GILBERT HARRISON! The ultimate dealmaker.”

			—Tommy Hilfiger, Fashion Icon

			 

			“Gilbert has been the cornerstone in keeping the American cosmetic business on track.”

			—Leonard Lauder, Chairman Emeritus of The Estée Lauder Companies Inc.

			 

			“Gilbert Harrison has always been the best source of what’s happening in our retail and fashion world.”

			—Stuart Weitzman, Shoe Designer and Founder of Stuart Weitzman





[image: ]

			




 

			A POST HILL PRESS BOOK

			ISBN: 978-1-63758-132-2

			ISBN (eBook): 978-1-63758-133-9

			 

			Deal Junkie:

			A Half-Century of Deals that Brought the Biggest U.S. Retail and Apparel Companies to Answer the Moment and Prepare for the Future

			© 2022 by Gilbert Harrison

			All Rights Reserved

			 

			This is a work of nonfiction. All people, locations, events, and situations are portrayed to the best of the author’s memory.

			 

			No part of this book may be reproduced, stored in a retrieval system, or transmitted by any means without the written permission of the author and publisher.

			 

			[image: ]

			Post Hill Press

			New York • Nashville

			posthillpress.com

			 

			Published in the United States of America

			





 

			 

			 

			 

			 

			For my mother, Trese Warner Harrison, and my wife, Shelley.





| Introduction | 

			A Crisis of Passion and a Big Bounce Back: The Lehman Brothers Boom, Bust, and Rebirth Years
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			Gilbert at the start of his career in the 1970s.

			Fourteen years after starting my investment banking firm, Financo, I sold it to Shearson Lehman/American Express. The year was 1985. An inauspicious sign at the start: my first day there was Steven Schwarzman’s last. I said to Steven that morning, “Why are you leaving?” and he said to me, “Why are you coming?”

			Well, it should have been a terrific opportunity, from my time as a mid-sized dealmaker working primarily in Philadelphia to joining on as a Managing Director of what was then one of the premier firms in the world. I won’t lie: I loved my office view. Lehman had just moved their offices from 55 Water Street to the World Financial Center, and I had a corner office looking out at the Statue of Liberty. My wife Shelley and I had just bought a pied-à-terre on 72nd and Madison, and we were going back and forth between our home in Philadelphia and the new apartment. New York was but a short ride on the Amtrak, but I had the luxury of a driver so going back and forth during the weekdays and weekends between the Big Apple and the City of Brotherly Love was not a problem. My driver was a fantastic person, very good to me over the years, and was also most helpful in bringing me from my Upper East Side apartment to my downtown office and then back uptown for client meetings, the headaches of gridlock notwithstanding. New York was not at its peak beauty back then. The city was coming through hard times. The whole country was. Reagan was about to become the next big thing in the White House. The excess that we generally associate with the 1980s, and in particular Wall Street, was nigh. And me? I was looking out each day at Lady Liberty, so moved up in the world. Being bought by Lehman—this was the epitome of success. Best of all, I would be able to start doing the very biggest mergers and acquisitions in the country. In fact, I was not unfamiliar with working on such kinds of deals. Financo had recently completed two major acquisitions. The first of these was the purchase of Hasbro for Milton Bradley for about five hundred million dollars. Perhaps you think a company like Milton Bradley is all Barrel of Monkeys, Battleship, Trouble, and Operation. Well, it is those things. But while at the heights of its success and owning such games as Monopoly, buying Hasbro allowed it to grow significantly.

			The second deal was the sale of Brooks Fashion Stores to AEA Investors and Dylex Corporation, which at the time was one of Canada’s largest retailers. This was another deal with a huge fee. Both deals were among the ten largest deals of their yearly quarters.

			So, my business was going strong. The mergers and acquisition market had gotten extremely hot. But this doesn’t explain why Lehman had come knocking on my door. That story begins in 1983 when Michael Milken made his own approach to buy Financo. I had known Michael since he’d made his start in Philadelphia after getting his MBA at Wharton. One of my best friends was at Drexel Burnham where Michael was a rising star and, through him, we got to know each other very well. After some time, Michael became interested in retail and the cash flow coming from these companies, and he asked me if I would consider joining Drexel Burnham, either bringing Financo along with me, or, just coming along myself. It was intriguing but I was concerned about the lifestyle in LA. Their office would start its business day around five o’clock in the morning, and they would work until after the sun had set. Because of these demands, many of his people I knew were either having heart attacks, getting divorced, or both. I credit my wife Shelley for refusing to let me and our family go down that path. But I was still interested enough in a potential partnership with Drexel to speak with one of my closest friends on Wall Street, Peter Solomon, who was then the Vice Chairman of the Investment Banking Group at Shearson, Lehman, Hutton American Express. His advice to me was that, instead of going over to Drexel, I should join Shearson, Lehman to head their Merchandising Group, which included apparel, retail, footwear, and other consumer groups.

			And so I did.

			Despite all of the financial gain that had come with the sale of Financo, I had not sold to Lehman for the money, nor for the prestige or the tickets to Wimbledon and the flights on the Concorde—although I must say, I did love those Concorde flights very much—but because a larger firm could give me more resources and bring me into the senior leagues to do the absolute biggest deals around. As previously noted, while I had orchestrated five-hundred-million-dollar deals, the bulk of our business was still middle market transactions, which, at the time, ranged in value from thirty million to a hundred million dollars. But I wanted the ability to play in the big leagues and do something meaningful at the highest level. The thing is, I love deals. I love everything about them: the game, the interactions with people, the chase, the kill. I always have, going all the way back to those earliest deals hashed out in the living room between myself, my brother, my mother, and father during my childhood in 1950s New Haven, Connecticut. But let’s not talk about those days quite yet. First, let me tell you how Lehman, in just a few short years, nearly snuffed out that love and drove me to do as Steve Schwarzman had done the day I had arrived at the company: head for the door.

			 

			Now maybe you recall that Lehman Brothers went bust in September of 2008. (I don’t think anyone doesn’t remember.) Well, all the signs of a collapse were already in place when I arrived in the mid-1980s. You had the politics of the old Lehman Brothers, and you had the bureaucracy that came from their parent company, Shearson/American Express. The in-fighting, envy, and divisions within the company’s structure made it so that you were working not as a team but against the people in your own office. Very few of the bankers shared information. There was very little camaraderie. The bankers, for instance, were all very hesitant about sharing deals, concerned that doing so would affect their bonuses—and so they wanted to work on everything themselves and bar anyone else from receiving what should have been their business. That made for a very difficult environment. My friend, Daniel Good, who had also come to Lehman from another firm, was head of merchant banking at the time, and he explains it like this:

			“Most new top-level recruits didn’t see or appreciate these conflicts as they weren’t apparent from the outside. But what should have been a comfortable and effective joint effort became a war zone over fee sharing and credit for transactions. As a result, internal tumult ensued, and top management changed several times before stability was achieved.”

			I hadn’t seen any of it from the outside, no, but now that I was on the inside at Lehman it was all disappointingly apparent. And then something happened that really took the bloom off the rose.

			You see, before I had come to Lehman, back when they were courting me, I had been told by them that Macy’s was their longest, most important retail client. Naturally, I had long admired Macy’s and greatly looked forward to working with them. But then, a month or so after my arrival, I learned that Macy’s had picked Goldman Sachs as their advisor in their bid to go private. Why? The only reason that anyone could conclude was because they believed Lehman had become a “second rate” firm. Have you ever seen Hitchcock’s Vertigo? All of a sudden, that was me, with the office—and the Statue of Liberty with it—all starting to spin around and around and around. You wanted answers as to how this had happened, but you couldn’t get any from anyone. It wasn’t the kind of thing people discussed. And for the company, of course, it was treated as easy-come, easy-go. But no, this was Macy’s. And I had joined Lehman so I could work with just these sorts of juggernauts. It was painful, disillusioning, and it had me looking around the office seriously doubting that this was the Lehman Brothers we all knew and revered.

			While it took time, in just four years, over half of Lehman’s investment banking operating committee of fifteen people had quit the company. One, two, three, four—nine! Nine of our fifteen committee members. And they were some of the best investment bankers on Wall Street. If you’ve ever been in a work environment where, one after another, the people you work with start to leave the company, you know that it’s very tough on morale, and it makes it difficult to do your job. You don’t know who’s going to be there next week or next month, and you’re wondering all the while whether you, too, shouldn’t leave. Although my compensation was substantial, more than ever, I hated going to work each day. And the fact was, I couldn’t shake the Macy’s fiasco. Its message was too strong, too clear: “This company isn’t what you thought it was when you signed up. You’ve got to get out. You’ve got to get the freedom to do what you do back. This isn’t the place to grow. Who have you even become in this environment?”

			I wasn’t sure that I could even answer that question. With Financo independent in Philadelphia, I had been clear about myself and my job and how to go about it. I had known who I was and everyone around me had too. Now that feeling was gone. In fact, in Philadelphia, I was the “big fish” in a little pond. In New York and at Lehman, I was just another schlepper. But what was I going to do? Leaving Lehman wouldn’t be easy, largely because I had signed a five year non-compete with them. Five years. There was no chance I would survive out there on my own for so long without doing the business I loved to do. I had no intention of subjecting myself or my family to that kind of uncertainty. But then, desperation isn’t the worst sauce. It gets a guy thinking hard, and it makes him scrappy. And it made me see an opportunity.

			At the time, I was working on three major deals. One was with Don Fisher, the founder and CEO of the Gap, exploring whether the company wanted to go private. The second was with Melville Corporation (which would become CVS in 1996) who was my biggest client at the time. We were working on two or three acquisitions for them. And the third was with Boston Stores, which was owned by the Swiss company Maus Frères, which was in the middle of acquiring Carson Pirie Scott Department Stores based in Chicago. They’d been my clients even before I went to Lehman. So, I went to Lehman, and I made them an offer that they could have refused but didn’t: I would leave the company but continue to work on these three deals until they were seen through to an end. We agreed to a fee splitting in case any of them should work out. And that was that—they let me walk. The non-compete was put to bed. And, get this, I even got my company name back. Yep, that’s right: Financo was returned to its founder, me. How I had missed it. How grateful I was to be able to fly that flag again. It’s true, you don’t know what you’ve got until it’s gone. Or else you’ve got to set your love free, and if it comes back to you, then you know it’s real. Either way, I was back in the saddle again—my own—ready to return to the fun of doing deals. I was reinvigorated. My love of the deal, a love that began early in life, all came rushing back to me, my blood warm, my eyes wide open.

			 

			Have you ever heard that story about the smart young boy who grows up to be president of the United States? Can you believe his mother, Bessie, was always disappointed that he wasn’t a lawyer or a doctor? Thanksgiving comes and he calls his mother up in Fort Lauderdale, and he says, “Ma, I want you to come to the White House for Thanksgiving.” The mother is reluctant to accept her son’s invitation, but he tells her that he’s going to send a limo and Air Force One to pick her up and everything. Finally, she says yes. Thanksgiving morning, she’s leaving the lobby of her building to get into the car to go to the airport, and Bessie’s friends say to her, “Where are you going?” And Bessie says, “You know my son the doctor and my other son the lawyer? I’m going to visit their brother.”

			Well, let’s just say that this story applies to me and my parents too. Lawyer, doctor—these were the options my mother and father offered me at the time of my birth. Of course, you can’t always please your mom and dad—and even though I went to law school, I always knew I liked business. Indeed, I showed an early instinct and passion for it.

			I grew up four blocks from the Yale Bowl in New Haven, and my first job was selling programs before games. “Get your program here! Program! Program!” That was me, a young boy in the freezing cold on a late-autumn Northeastern day with rosy cheeks and big brown eyes, holding up my product and waving it in the air to get anyone to bite. Although I’d have a hoarse throat at the end of a day’s work and need a cup of warm hot chocolate, it was an enjoyable job. Best of all, I got into the games for free and was able to see the action. And, wouldn’t you know it, I learned that I liked a job that comped my tickets to sporting events.

			“Each season Yale played either Princeton or Harvard at the Yale Bowl,” says my dear brother, Roger. “The programs for those games were large and heavy and sold for one dollar as opposed to $.50 for the normal smaller programs for other Yale football games played in New Haven. The $1.00 programs were bulky, very big and heavy but very profitable as the commission on each program was around $.40 each. That presented a large opportunity to make money, perhaps $150, at that time a great amount for one afternoon of work.”

			It was a solid start in business. But then the next year a friend came to me with a new angle on generating income. Selling programs was great fun, sure, but how about we go into the big-time? Yes, the big-time. I was intrigued. Well, this friend lived just across the street from the Yale Bowl, and he had worked it out with his parents that we could park cars in front of his house at ten dollars a car. Ten dollars a car? Now this was a lot of money for a kid. And what percent did his parents want? 5 percent? 10 percent? They wanted nothing? Nothing at all? Just that their son and his friend could have a job and show some ingenuity? So, yes, I took the promotion, and suddenly I was making a lot of money. Walking around New Haven in those days, it was great to have money in my pocket. I realized then that I liked being able to buy most anything I wanted when I wanted, and I hoped (knowing that everything had its limits) that when I grew up, I wouldn’t have it any other way.

			But what did I even want? I was a teenager living in my parents’ home, safe and well-cared for. My father had a chain of restaurants, bakeries, and candy stores in New Haven and around Connecticut called the House of Hasselbach, a block from the Yale University campus. You know that Norman Rockwell painting of the boy at the soda fountain? Okay, well, life inside the restaurant wasn’t quite that serene, but you get the idea. It was what they like to call “simpler times.” We knew a lot of people in New Haven, and everybody knew us. Children and their mothers and fathers would come in for ice cream and apple pie. You could have a cheeseburger for seventy cents, a BLT for fifty, a milkshake for thirty. Of course, nothing was new, and that was a beautiful thing, just as we liked it. What should be new? What should change? This life was working well for everyone, it seemed. I worked behind the counter at the House of Hasselbach during school vacations, helping out with the business. My father was a wonderful and kind man, very generous, well-liked. But he was also the first person to turn me down on a deal and teach me just how hard it can be to see a potentially good deal sour. My father had the most wonderful homemade pastries and cakes coming out of his bakeries—believe me, I ate my fair share, and they were outstanding, and I was called “pleasantly plump” as a result. People throughout New Haven and graduates of Yale all knew the quality of the product. Was he famous for it? Locally, yes, I would say he was exactly that. It occurred to me, however, that we could package and freeze his baked goods and begin selling them throughout the Northeast and maybe even to points south and west. Well, why not? We had this great big freezer where we used to make and store ice cream that had a lot of extra room inside it. We would only need to sell them in the store, package up the product in a spiffy box, and ship them off. I could already see my father’s cakes and pastries in every supermarket in the country, on every table, in every mouth. But my father, blessed man, he looked at me and my mother, who was in support of my vision, and said, “I do not believe in frozen baked goods. If it’s not fresh, it’s no good.”

			“Dad, I don’t know. I think you ought to rethink this. I think this could mean big business.”

			But he didn’t see it, and neither my mother nor I could make him see it. Though my father took pride in watching my career grow and prosper, I believe that this early professional dispute between us explains why, to this very day, I still feel a certain amount of regret when offered a Sara Lee poundcake.

			My father was born and grew up in New Haven to parents who had emigrated from Russia. The family name is Hershasser, but when my father’s father came through Ellis Island in 1888, the customs agent gave him the name Harrison since it started with an H and Benjamin Harrison was president. My grandfather was a grocer, who made ends meet and provided a humble origin for my own father, his brother, and my grandmother in a place built on the shoulders of immigrants. On the other hand, my mother, Trese Warner, was born and lived in New York City, and led a very privileged life growing up in a grand apartment on 96th Street with a butler and chauffeur. I was told that Cole Porter used to play at their dinner parties. Perhaps this is why my love of the good life feels almost to have been written into my DNA. My mother’s family had emigrated from Germany around 1860 and might have been considered part of the “Our Crowd” old line of Jewish families with names like Sobel, Isaacs, Wolff, among others, and many with the first name of Gilbert. Her husband, my grandfather, was born in Romania and was a true entrepreneur—a millionaire two or three times over—who lost his fortune again and again. Initially, for instance, he was the largest importer of crystal glass into the US. Not bad—except that one day a machine was developed to press crystal, and my grandfather’s millions of dollars’ worth of inventory was suddenly worth less than nothing. Then the Depression came and, like most everyone, the family was hit hard. Also, at the same time, my mother’s brother, Gilbert Warner, died of appendicitis at just sixteen before the advent of penicillin. (I was named after him and other ancestors.) Though my mother had had her eyes set on Wellesley College, her application already in the mail, my grandparents insisted that she stay close to home and her grieving family. She was still able to enroll at Barnard College and finish her studies and get her diploma. She got a job as a secretary to one of the directors at Pepsi Cola. She was very smart, industrious. Her boss used to have her put through his orders on Pepsi stock, and whenever she made the calls, she would buy one or two shares for herself. Five dollars here, ten dollars there. When she died at ninety-seven, she was sitting on more than $3 million in Pepsi stock. No one had any knowledge of her shrewd fiscal smarts. She had just been quietly putting a little away at a time. I did a cost analysis, providing for inflation, and calculated that she had spent fifty-eight cents on average for those stocks which sold at sixty-eight dollars each at the time of her death. So, there was a real savvy to my mother that worked hand in hand with a conservative nature brought on by her father’s financial losses and their effect.

			I did not want to go to Yale where I would be labeled a “townie,” so I looked outside New Haven for school and was happy to be accepted at the Wharton School of the University of Pennsylvania, which was then—and still remains—the best undergraduate school of its kind. I majored in accounting. After graduating in 1962, I went to the School of Law at the University of Pennsylvania where I had one of the great lessons of my young adult life. My father was going through some difficult times financially. He had invested money into a failed real estate deal, and had also sold the restaurants. The family was struggling. For my mother, no question, fears of her own childhood and her father’s financial ups and downs were weighing on her heavily. My parents had paid for my college, and the tuition for law school was up next. Necessarily, I had to start doing my share of work to, at the very least, relieve them of the financial burden of my living expenses. I was working at a travel agency in Philadelphia, and I began selling charter flights to Europe when affinity groups were just starting up. Using every connection I had with friends in schools around the Northeast, I drummed up interest in these trips to Europe. I spent a lot of time every day on the phone, reaching out to everyone I knew. “Buy a flight to Europe!” “Have you been to Europe? It’s heaven on Earth!” “An American in Paris; that could be you!” I sold six hundred seats that first year, resulting in approximately $10,000 in income—an outlandish sum when you consider that three years later, in my first year of practicing law, my salary was $7,200. Now I know what you’re wondering: Law school is highly demanding, isn’t it? That’s what they say. But if I was making all of this money in the travel industry, how much time did I spend studying? When did I learn the law and, most importantly, the ability to think, which is essential in both law and life? The truth was, I was not doing much of the above—and at the end of the school year, I was called in by the dean of the law school who informed me that I was flunking out and that he knew all about my business activities. He said I had a choice: I could stop working in the travel business and get down to my studies, or I could leave the school. This was a difficult decision, and not only because I was making more money than I could have ever dreamed. My family was not out of the woods yet as far as their own financial troubles were concerned. On the other hand, maybe it was time to tighten my own belt and scale back my entrepreneurial ambitions for the long game ahead. I had a whole life before me, and having a law degree was going to make that life (especially as it pertained to my hopes in a career of business), that much more successful. To have to pull back on a pursuit that was working out better than I could have ever hoped to better prepare for the marathon to come wasn’t easy. It took that dean at the law school to bring it to my attention. I was just a young man. I needed that kind of guidance, the intellect of an experienced person to help show me that one step back can often mean two steps forward. I therefore made the decision to end my foray in the travel industry and continue on with my law studies, and when I graduated, I was in the top 10 percent of my class.

			In 1965, I graduated law school and joined Mermelstein, Burns, and Lesser, a Park Avenue law firm in New York. My law work required long hours. I loved the people part of the law more than the legal side, but I dove in and worked primarily on mergers and acquisitions as well as other corporate work. I remember when the owner of the footwear retailer we represented known as Shoe Town Stores decided to be sold. Shoe Town had forty-two stores, and my task was to update forty-two different “minute books,” as in those days each store was a separate corporation—a process done to save on taxes. I also had to work with the landlords to assign the leases to the new buyer, and this was all very time consuming. However, a week before the closing, the owner of Shoe Town made a new call. That was: “Forget it. We are not selling.” So, my next job was to reverse everything I had done with respect to the minute books and leases. What a headache. But, it’s important to remember where your professional life began. (As you will read later in this book, Lionel Levy, the owner of Shoe Town, would become a great client for whom we would sell Shoe Town three times.)

			Skipping ahead, in 1971, while practicing law in Philadelphia at Blank Rome, the lawyer in the office next to me was Stephen Klein. He and I became very close friends. In discussing our futures, we recognized that we both loved the clients we met day in, day out and enjoyed the negotiations of any deal, but that love did not extend to the legal work involved.

			“I don’t think either one of us was enamored with the law practice,” says Stephen Klein. “But one thing that was good about that profession was that you could go down the hall and see a guy who was ten or twenty years older than you and decide whether that was the life that you wanted.”

			Well, we were each earning $25,000 a year and were six months away from becoming partners, at which point we would make $60,000—a large amount for the time. (However, one should note that the business brokers that we were dealing with at that time were making over $100,000 a year and were hardly what you would call professional. It’s hard to look over your shoulder at brokers, in this case, who aren’t as smart as you but are making three to four times your salary.) So, Steve and I began to consider leaving the firm. We initially explored partnering up with two well-known businessmen to buy one of the independent banks in Philadelphia and to use it as a basis to do deals. But that didn’t work out, and instead we decided to strike out on our own and set up an investment banking firm. We went to see our boss, Samuel Blank, to resign. We had great admiration and respect for Sam Blank. He had treated us extraordinarily well, and we were both uneasy about informing him that our time at the firm was about to draw to a close. We weren’t conflicted though. We knew it was time to move on—to move up, have new experiences, expose ourselves to greater challenges and create the possibility of reaping larger rewards. That’s what we told Mr. Blank while standing shoulder to shoulder in his office—a couple of young lawyers trying to tell someone we respected and looked up to that we were leaving home. Mr. Blank said that a recession was imminent, and since we both had little children, we shouldn’t put our futures at risk. His point struck a nerve in us. What kind of danger were we putting our families in? My daughter, Robin, was three, and my son, Ed, was six. What if our new venture failed? How would we provide for our growing families then? Steve and I went back to our offices, prepared to stay at the firm. But every night after, when I went to bed, I knew deep down that I was not on the path for which I was destined. Life had other things in store for me. I had to jump out into the unknown. The fear is very real. You feel it in your bones. What you don’t know can and will hurt you. But without risk, what chance is there of a great reward? We all know the answer. Oftentimes it’s looking you right in the eye. Well, Steve and I went back to Sam Blank a month later and said we were convinced that the right next step for us was to start our own investment banking firm. Sam Blank said to go with his blessings. But get this: Blank, mensch that he was, told us if things didn’t work out, we could come back to work at the firm anytime, and our offices would be waiting for us. This was one of the nicest gestures ever made to me by another person in my professional life.

			“He took the time and treated us in a very fatherly way,” says Klein, “and I think it probably made an indelible impression on both me and Gilbert over our lifetimes as to how to treat people. Mr. Blank didn’t have to do that. He just went out of his way and treated us with great respect and kindness.”

			And then there we were, two guys about to strike out on our own. We opened our offices in the IVB (Industrial Valley Bank) Building at 1700 Market Street in Philadelphia and began our firm.

			“We had one secretary between us, and we’d fight over her—‘I need her,’ ‘No, I need her,’ ‘But this is really important’—yes, that sort of thing,” says Klein.

			Luck was on our side. We got a referral to sell Ballaster Optical Company, a company based in Wilkes-Barre, Pennsylvania, which we sold to Itek in Boston and made our first fee: $180,000. Something you’ll hear me say often throughout this book is that “that may not sound like a lot in today’s dollars, but it was a bundle for the time.” In 1971, $180,000 was equal to about $2 million or more in today’s dollars. So yes, we were off and running.

			Shortly after the Ballaster deal, I visited Bill Forman, the CEO of Devon Apparel. We’d taken the company public while at Blank Rome. Bill and his brother-in-law controlled the company, and we had become good friends. He knew that I had started an investment banking firm, and he wanted to help give me a start. Even though Bache was his banker, Devon Apparel decided to sell the company and offered us the right to represent them in the sale. We took our retainer—our first. One always remembers his first and second deals, and one also remembers his first retainer. You are forcing the company to show a commitment in you, to say that they are serious and not just on some hunting expedition to find the value of their company. Interestingly, at the beginning of our business careers, it was more difficult for me and Steve to get a $500–$1,000 retainer than it was for us to get a $100,000 retainer some ten years later. But such is the experience of starting out in the business world, being an unknown looking to prove your worth. With Devon Apparel, we prepared a selling memorandum, which was relatively easy because it had been less than two years since they’d gone public. We had the Prospectus, the Annual Report, and the SEC filings, so putting together a selling memorandum was an easier task than starting from scratch, especially having written prospectus and other materials while practicing law. We went to market, and from an article in the paper, we identified that Interco, the St. Louis-based shoe company known as the International Shoe Company (which also owned Florsheim) wanted to diversify their portfolio. I called the company and flew out to meet the chairman, Dude Chambers. Dude had started as a salesman and rose to become chairman, building the company up from a value of less than a $100 million to over a billion dollars. With a name like Dude Chambers, you can anticipate that there’s not going to be a lot of bullshitting. There wasn’t. Dude greeted me warmly but looked down at the Gucci shoes I was wearing on my size nine feet and said to me something I remember to this day:

			“Son, if you come here to sell me a Lucky Strike, do not smoke a Camel.”

			I turned red. I wondered if the deal was off the table, kaput. But Dude then graciously gave me a Florsheim catalogue and had me pick out two pairs of Florsheim Shoes, which he gifted to me. I figured that if he was giving me two free pairs of shoes, it was very likely we were still in business. And we were. The deal went through, and Devon Apparel was acquired by Interco (and a solid relationship was built, as we sold them three other companies and advised them on many other matters). You better believe that whenever I went back to St. Louis or met with any of the Interco people in the years to come, I never failed to wear Florsheim shoes. To this day, when we are pitching a client and they are in the apparel or footwear industry, I try to wear one of their products and ask the associates attending with me to do the same—especially if the company is in women’s apparel. Certainly, I cannot wear a dress. But all joking aside, we lost one deal with a shoe company because my banker wore a pair of shoes from a competitor brand. That was a tough lesson I will never forget.

			Now I could keep going about those first ten or so years after we began Financo, listing all the deals that did and did not happen. For me, it would be nothing but a pleasure. However, that would cloud the real purpose of giving you my thoughts on my first years as an investment banker specializing in retail and apparel. The real purpose, the one that came back to me like a great bolt of lightning when I reacquired Financo from Lehman Brothers at the turn of the 1990s, is to call upon that energy and enthusiasm that propelled Steven and I like a couple of young thoroughbreds flying out of the gates and around the bends in the 1970s and early ’80s. We had so much enthusiasm. We searched for opportunities with a hunger to be successful and the desire to bring great deals across the finish line. We were learning so much. We were meeting some of the greatest entrepreneurs in the country, people who had turned five-and-dimes into multi-million-dollar retail and apparel chains, little ma-and-pa hardware stores, shoe stores, and haberdasheries, that had grown into some of the most well-known national retail and apparel companies around. Even on the hardest days, when deals on which we’d worked ourselves to the bone fell through, we were propelled by a drive born of the love of what I do.

			“Gilbert really loved what he was doing,” says Klein. “He loved it. He just loved every part of it. He was excited. He was animated. He’d go to Timbuktu to meet a client. If the guy wanted to talk to Gilbert, away he’d go. He always had a big smile and a lot of energy, and he would do whatever it took to sign a client, to get a deal done. His love was at the core of what made him so successful, even at a young age.”

			But when Financo was sold to Lehman Brothers, I let the source of everything that keeps me moving forward in good and bad times take a severe hit. What I understood quite clearly after I got Financo back was to protect that source as you would your own life. For once you know the foundation of what keeps you hungry, excited to wake up each and every day and tackle the next opportunity, do not ever let it go. That’s the only way to survive for over a half-century in this or any field where survival is not assured. Now, sit back and relax. Or, lean forward and pay close attention. We’re going on a ride.
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