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			Introduction

			The Coldest Eyeball in New York City

			That’s what relatives who knew me as a young boy called me. Was I a late-twentieth-century urban reincarnation of Billy the Kid? Or a precocious arctic explorer? No, its origin traces back to when I was six years old, and my father took me down to visit his office in the Financial District of Lower Manhattan. While I had been to his office before, these had always been weekend visits and we would drive down the West Side Highway—the old, decrepit elevated West Side Highway that literally collapsed one day in 1973 under the weight of a truck. At the time of our drives to work, the elevated highway provided a prominent view of a still-working New York City waterfront. Cruise ships, cargo ships, and occasional warships lined the plentiful wharfs along 12th Avenue. But then one weekday we went by subway—the New York City Metropolitan Transportation Authority’s (MTA’s) 7th Avenue IRT line—and so began a lifelong fascination. 

			Now, I realize that many of you are probably rolling your eyes, thinking, “The New York City Subway?” That smelly, noisy, dangerous hole in the ground? Surely, you jest! And even more to the point, surely a man of your stature and accomplishments would aspire to greater sources of travel inspiration. Perhaps a limo? A Maybach? A helicopter or private jet? No, none of those could ever hold sway over my imagination the way the NYC Subway did and still does. 

			The excitement for me started as soon as we reached the platform. Looking down the long tunnel leading north from the 96th Street Station, I saw the distant eyes of some unknown beast turn the corner half a mile down the dark tube. The lights of the approaching subway were still dim but I could tell they were rushing towards us. What would they bring? It felt like a mythical beast was hurtling at me. Would it be danger—should I run back up the stairs? Or would it be opportunity, adventure, excitement? The great din and rush of air when it entered the station was only the start of the adventure. 

			We boarded the first car of the Express. Back in those days, the train operator sat in a small enclosed booth to the side at the front of the car and there was a window in the middle of the front door through which an excited boy could watch the journey unfold. And what a journey it was! It was all so new to me. Rolling along the tracks, the steel supports blurred in my vision, passing the Local stations, twisting and turning through the tunnels. After that trip, I looked for every opportunity I could to take the subway. I would drag whoever was with me to the front end of the station and eagerly await the coming voyage that loomed like a rocket trip through the solar system. 

			The only issue was that I was not very tall. I could see all this through the lower edge of the front window if I stood on my tippy toes, but that got tiresome after a while. The solution quickly revealed itself. Below the window was a keyhole at a convenient height for me. I could look with one eye through that lens and see all. The air would rush right onto my eye as the train progressed, which led my father and other family members to proclaim that I must have “the coldest eyeball in New York City.” 

			[image: ]

			Photo Credits: Adam E. Moreira, R38R40, Erik Calonius

			Fascination with the subways blossomed in many ways. I learned which stations had switchboards visible from the platform, from which you could track the trains as a bystander. Abandoned stations enthralled me. Why had a 91st Street Station ever existed on the 7th Avenue IRT, when there was a 96th Street Station and an 86th Street Station? On Broadway’s sidewalks above could I see the outline of where the entrance had been? The bridge to Track 4 of the Times Square Shuttle was actually in the tunnel that the Local train rumbled on. You could reach out and almost touch it as it went past. All the while, every train I took, I made sure to get in the front car. I imagine mine was the same thrill as that of a cave explorer: Every curve taken in the tunnel, every dip or rise in the tracks carried anticipation of a fascinating new subterranean landscape on its other side. 

			Friends of mine growing up knew this strange affinity I had for the subterranean lair. I had piles of old subway maps that I would pore over and memorize. Even today, and with the miracle that is the internet, I sometimes scour online maps of the subway system, now much more intricate, with detailed track configurations and station layouts. 

			In the roughly fifty years since the day of that first fateful ride, the subway has factored into my life in many ways. To start with, my father was a prominent underwriter, salesman, and promoter of municipal bonds, which were used to build and maintain the NYC Subway system. Many of his commercials featured the subways for the amazing efficiency and low cost by which they enabled workers to get to and from their jobs. The efficiency and productivity enhancements of subways were often a dinner conversation topic. Then there were the various friendships that depended on subways in one way or another: to get to sporting events, extracurricular activities, and so on. And dear family members—none more so than my beloved cousin Annie—with whom I would take the subway to myriad New York City institutions, such as Coney Island’s amusement park, the Ringling Bros. and Barnum & Bailey Circus at Madison Square Garden, and the Bronx Zoo.

			In my adult life, I have had plenty of subway experiences outside of New York, and I will share these experiences with you in the pages that follow. But why should you bother to indulge my idiosyncratic childhood memories by reading this book? Well, the subway is analogous to other important aspects of my life. Many people know me as a businessman and investor through my regular CNBC appearances. With this book, I hope to give deeper insight into how I became who I am. I hope to use my stories from the subway as metaphors and lessons for becoming successful at investing and forming positive habits in the workplace. With each chapter, I share a story from the subway and use it to illustrate what I’ve learned that has gotten me through life in the markets and in corporate life. 

			My infatuation with subways coincided with another childhood passion: investing in stocks. It was not only my father who worked in finance. My grandparents started the family municipal bond firm in 1926. Through the ’70s, ’80s, and ’90s, my father was its chief executive officer, and my grandmother was its chairman. My Aunt Ellie and Uncle Gerry both worked there. My siblings and I, as well as our cousins, spent summers interning there. The family business and municipal finance were in our DNA. For me, though, the allure of investing in stocks grabbed hold early. It may have been the stock tables that drew me in. Those dozen or so tiny-font pages in the back of the newspaper—print, mind you, this was well before the internet—with the hieroglyphics of the previous day’s trading. Hi-lo-close, New York Stock Exchange, American Stock Exchange, over-the-counter, highest volume, up a quarter, down three-eighths—it was all a puzzle that I knew I wanted to work out. I recognized that I could put my brain power to work and make money. But how? 

			At the age of twelve, I asked my dad for ten shares of Texaco, Inc. and ten shares of United States Shoe Corporation for Christmas. I didn’t know what I was doing, and I cannot remember how I landed on those two names. But the hook was set. Every morning I would retrieve the newspaper before anyone else woke up to check where my two stocks had closed the day before. Again, this was well before the internet; if you wanted an intraday quote, you had to call a broker to get it. My early attempts at doing that were soon met with a response of “Hey, kid, are you gonna trade or what?” So, I would find out the next day. But this was only the start. I had to find out what was making these stock prices move. The two names had different runs. Texaco, the oil company, was locked in a legal dispute with Getty Oil that held the share price back. It wasn’t much fun to track the ups and downs of a court case instead of how the business of exploring for, producing, and marketing energy was going. US Shoe was a different story. 

			US Shoe made shoe-manufacturing equipment. In the early 1980s it started to gain more and more market share. Its shares rose, management split the shares, and then split the shares again and again and again. My ten shares rapidly became a much larger number. The share price rose, dividends went up, and I relished getting any mail from the company, most of which was dividend checks and certificates for more shares.

			In my current stage of life, I sometimes look back at the principles that got me where I am today. The parallels between the lessons of how to ride the subway and how to invest are many. And they are not the only parallels. To succeed in business requires interpersonal skills. So does safely and efficiently using the subway. 

			Preteen and teenage years in 1980s New York were a phenomenon unto itself. Picture a Norman Rockwell painting, and then picture its exact opposite. Students from Manhattan’s prep-school culture at the time know of what I write. That life molded me into the man I am. I didn’t understand the lessons I was learning at the time. There is a lot to be said for the unique—some might say dorky—literary technique of using the subway as metaphor for investing and for getting along with people. It is all mine, though, and it reflects the way that I have sought to forge bonds in the workplace, be it in the Navy, the financial industry, or the media.

			Morality is not a part of the equation in this book. While I happen to believe that when entering a subway car one should “step aside and let the passengers off the train first,” as the announcement goes, I am aware that there are on occasion legitimate reasons why someone might rush to board. I am not writing this to pronounce judgments. In investing, there are ways to transact that are not my cup of tea but which serve a purpose. Short-selling stocks and the price discovery it entails come to mind. And in business, while I have learned that an informed opinion, gently delivered, is my preferred way to act, there are others for whom bombast does the trick. Yes, I will tell you how I endeavor to act and how the subway has helped to teach me. But by no means I am wrapping myself in a cloak of righteousness. With these anecdotes I intend to show how I have been successful as an investor, businessman, and New York City commuter. And, more than just successful: how I’ve learned to enjoy each of those spheres in my life. 

			A helpful way to think about this book is to watch the courtroom scene from the classic military justice movie A Few Good Men. If you haven’t seen it, I humbly offer the opinion that it is a must-see for the acting and script. At one point, the lance corporal on trial is asked by the prosecutor to find the definition of “code red” in the Marine Outline for Recruit Training. Code red is the term for the extrajudicial punishment that the corporal and his squad mate meted out on an underperforming platoon mate. Being an informal term, the defendant confesses that it is not in the manual or any other official document, implying the action was unsanctioned. Seeming to have made his point, the smirking prosecutor rests and allows counsel for the defense to counter. The defense attorney grabs the manual from the prosecutor and approaches the witness box. Here is their dialogue.

			Defense Attorney, Lieutenant Junior Grade (LTJG) Kaffee: Corporal, would you turn to the page in this book that says where the mess hall is, please?

			Defendant Corporal (Cpl.) Barnes: Well, Lt. Kaffee, that’s not in the book, sir.

			LTJG Kaffee: You mean to say in all your time at Gitmo, you’ve never had a meal?

			Cpl. Barnes: No, sir. Three squares a day, sir.

			LTJG Kaffee: I don’t understand. How did you know where the mess hall was if it’s not in this book?

			Cpl. Barnes: Well, I guess I just followed the crowd at chow time, sir.

			LTJG Kaffee: No more questions.

			Much like the young hayseed of a corporal, the average rider of the New York City Subway system knows that to use the underground railway requires far more intuition than the instructions listed on the MetroCard machine.
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			There are unwritten rules and ways to ride the subway efficiently. Not only that, these rules are metaphors for being successful in investments and business. Plenty of ink has been spilled on these topics. Some of what I write may seem intuitively obvious. My hope is that through the prism of a subway ride, they may take on more meaning and importance for the reader. Further, I hope you will enjoy getting to know me a bit better. 

			I ride the subway many times a week. It is the fastest way for me to get from my Midtown office to the CNBC set at the New York Stock Exchange. An hour-long car ride is reduced to twenty-five minutes door to door. Each and every time I enter a subway station, I feel the same excitement I felt on my first ride at age six. Many people ride the subway every day. I hope that in the same quotidian way that the subway serves our commuting needs, these stories will provide a basis for day-to-day life as an investor, a business person, and a decent human being in the world. 

			As I write, the New York City Subway is engulfed in controversy. An ugly wave of crime is gripping the system, making life increasingly dangerous for its riders. Unlike in the 1970s and 1980s in which I grew up, this is not economic crime, that of the underprivileged seeking wealthy targets to rob. It is a more sinister streak of violence, fueled by mental illness and social disorder. It is typified by horrifying acts of violence. Also echoing the late twentieth century, the subway system is chronically underfunded, leading to decaying infrastructure and rider delays. Its reputation is on a slide. I am happy to write this book, in part as a paean to the subway that I truly love and in which I find perpetual amazement. 

			Let me also share an important concept. Much of life is learning by doing. I enjoy sharing with you the lessons I’ve learned, but believe me, I’ve learned them the hard way. I’ve been mugged in the subway, I’ve made a few horrible investment choices in my career, and, unfortunately, I have some vignettes from my work life that I cringe to think about. The old saying—good judgment comes from experience; experience comes from bad judgment—is writ large in my case. That’s not a bug in the program of life. It is a feature. Despite difficult moments along the way, I live every day excited, energized, and inspired by every investment decision, business move, and subway ride.

			With that, I hear the clickety-clack and screech of metal wheels on steel rails. Let’s begin our journey!

		

	
		
			Chapter 1

			Know Where You Are Going

			The subway is a conveyance, a means to efficiently get from point A to point B. As such, it is one of many forms of transportation. In deciding to take the subway instead of, say, a bus or a car, it is vital to know where you are going. If you’re going from the West Side to the East Side in Manhattan, a subway is likely not your best bet. It will entail at least two different subway lines and the 42nd Street Shuttle, or perhaps a third line to complete the journey. A trip to an airport can be done by subway, although New York City’s subway system is depressingly inefficient for this, requiring a bus transfer to get to LaGuardia and a separate, additional trip on the AirTrain to reach JFK. Newark Airport is completely out, as far as getting there by subway is concerned, since the Metropolitan Transportation Authority (MTA) has not crossed the mile-wide Hudson River.

			If, however, you want to get from your Upper Manhattan home to your Midtown or Financial District office, the subway is marvelous. Stations are generally spaced a short, convenient distance from each other, making the journey’s start easy. The trains come often and continuously. You don’t need to consult a timetable or wonder if the subway has closed for the night. And as the subway cars travel underground, they avoid the legendary traffic that often congests Manhattan, as any cab rider can confirm. That traffic will only grow over time, with the ever-increasing number of NYC streets being rebranded as pedestrian plazas. 

			Similarly, for many major sporting events in New York City, the subway is fabulously more convenient, and a hell of a lot cheaper, than driving or taking a cab. Yankee Stadium, Citi Field, Madison Square Garden, and the National Tennis Center are examples. And many cultural and recreational spots are best reached by subway. The Bronx Zoo, the Botanical Garden, and Coney Island come to mind. You don’t have to worry about whether you will find a parking lot or how expensive one might be. Tolls, gas, and wear and tear on your car all fall by the wayside. And while some may find subway crowds off-putting, to me they pale in comparison to the combat-level experience that is driving a car in New York City. Plus, the camaraderie of fans on a subway can be a heck of a good time!

			In short, the subway can be incredible useful, but only if you know where you’re going. The same is true in investing and in business. 

			There are many, many different types of investment philosophies. Embracing one of these philosophies is akin to knowing where you are going. Fundamental investing, technical analysis, momentum trading, and risk arbitrage are just some of a very long list. It is vital—vital!—that an investor identify his methodology ahead of time. Just as the subway can be a terrible means to visit the Metropolitan Museum of Art from the Upper West Side, so too can fundamental analysis be the wrong path if you don’t intend to read annual reports, study financial statements, interview company managements, and so on. I use that example because probably the biggest mistake that I see people make in investing is thinking they are capable of evaluating the long-term prospects for a business or industry without doing the time-consuming intellectual work to prove it. If unwilling or unable to do that work, an investor has many other investment styles from which to choose. Just as the M96, M86, and M79 buses are fabulous ways to travel crosstown in Manhattan, much easier than taking a subway, so too passive exchange-traded funds (ETF) investing may be better suited for where some investors want to go. The major investment philosophies need not compete with one another, just like different transportation modes don’t need to. But knowing where you are going as an investor is as vital as knowing where you are going as a subway or bus rider.

			So, start by defining what your destination is. Are you looking for long-term results that take advantage of the tax-deferred nature of gains that comes from selling only after long holding periods? If so, a more fundamental analytical approach, one that tries to determine the intrinsic value of a company in relation to its current share price, may be your preferred path. As anyone who has spoken to me about investments knows, this is my passion in the stock market. Intrinsic value means what a company might be worth if it were purchased entirely by a third party in a take-private transaction. If you feel confident in your calculations, and you see that the company is trading at 70 percent, 60 percent, or 50 percent of that value in the public markets, well, there is your opportunity. The payoffs to such investing can be large. The primary risk is, of course, that your analysis can be off. You may misestimate the competitive landscape, or the industry may be undergoing a sea change, both of which may seismically alter the intrinsic value. But the most pernicious risk can be that you sometimes must wait a long time in a fundamental investment. This risk is result of the fact that your purchase of a company’s shares does nothing in and of itself to unlock that intrinsic value. The racehorses are not released from the gate at the sound of your purchase. The act of waiting can be hard, especially when other stocks can be on moonshots and you feel like you are missing out. I write in Chapter 3 about patience and in Chapter 7 about the dangers of overtrading. Suffice it for now to say that these risks are best managed by knowing where you are going—what type of investor you are—before you start your journey. That way, you don’t stray from the course.

			In the past ten years, my style of investing has not been the favorite. Price sensitivity, business analysis, and management competence should always be important stock-picking criteria. But for most of the post–financial crisis era, growth-at-any-cost investing has been preferred. Fundamental analysis can eventually lead to these sorts of investments. I was a latecomer to AI-semiconductor manufacturer Nvidia, for instance, buying it in 2023 after it had already had a marvelous run. Until that point, it had seemed wildly overpriced to many. But my purchase tripled in one year because, even though I waited until its valuation justified its business merits, the combination of both left plenty of gains ahead. Still, for most of the investments I’ve made in the past decade, I’ve had to wait longer than expected to reach the destination of a great return. Sometimes that wait has been hard, especially in the fiery heat of the public cauldron that is CNBC, where the merits—and demerits—of my willingness to wait often are debated by my peers.

			In another example, I waited a long time before making my first purchase of Amazon in 2024. The awe-inspiring merits of the company had been unquestionable for years. The stock price valuation, however, left much to be desired in my opinion, especially after the COVID-19-era runup when everyone sat home and ordered from Amazon, giving the shares a boost. When I first purchased AMZN shares, it was at the same price they traded in the spring of 2020, almost four years earlier. Sticking to my discipline—knowing who I am and where I am going as an investor—meant paying attention to the intrinsic value of the company and how that related to the current trading price. In 2020 it simply didn’t have a discount to its intrinsic value. In 2024, however, after a three-year period in which it grew sales and net income by more than 50 percent, and trading at the same share price as four years earlier, the timing of that purchase was excellent. In the following six months, the stock returned 20 percent and I think it has more gains ahead.

			As you are reading, you may be thinking, “Gee, Jimmy, that’s nice that you’ve had those investing experiences, but how can I look for the same opportunities?” I’m glad you asked. While other investment styles may look for strong momentum or breakneck revenue growth, fundamental analysis tries to determine what the basic earnings power of a company is. It then derives how much of those earnings need to be plowed back into the business to keep it running (buying new airplanes if you’re an airline, for example, or maintaining factories if you’re a manufacturer) and thus, how much of those earnings are left over for you, as the shareholder, to enjoy. The latter is an approximate description of free cash flow (FCF). FCF can benefit shareholders in many ways. It can be used to buy back shares, pay dividends, reinvest in expanding the business, pay down debt, or make strategic acquisitions, all of which are activities with the potential to boost share prices. 

			Identifying the level of current and future earnings is half the battle. 

			Once you’ve done so, you have to decide how much you are willing to pay for those cash flows. Often, I speak on air and to clients about the “PEG” ratio (price/earnings-to-growth ratio). No pricing methodology is foolproof, but using the PEG ratio consistently keeps me from overpaying for cash flows. The PEG ratio is simply the current price-to-earnings ratio of a stock (its current share price divided by its earning per share) divided by the future annual growth rate of those earnings per share. The numerator is objective, a pure measurement. The denominator is where discretion comes in. And not just any discretion: This is where the art of valuing businesses becomes the science. The growth rate that you project for earnings plays a huge role in determining their worth. Is thirty-five times forward earnings too expensive? Maybe not for Nvidia, which is projected to see 35 percent earnings growth, and thus has a PEG ratio of 1.0. Is twenty-five times forward earnings then “cheap” for Procter & Gamble? It would look so, certainly in comparison to Nvidia’s earnings multiple. But P&G is a mature company in an industry that is hard to grow (the population doesn’t increase by much, nor do aggregate appetites and needs for things like detergent or diapers). Not surprisingly, its earnings per share are seen to grow only 7 percent over the coming years, resulting in a PEG ratio of 3.4, a high number, both relative to Nvidia and in an absolute sense. P&G shares have returned 53 percent over the past five years through April 2025. That’s half what the overall market has returned in that time frame, with the S&P 500 (a good representation of the overall stock market) up 110 percent. The price you pay for a stock, its valuation relative to earnings and growth rates, matters meaningfully to your returns. PEG ratios in the 1.0 to 2.0 range are what I look for in entering a new stock, especially if I think the company has better growth potential than is priced into that figure. 

			While that treatise on fundamental value investing may seem a little long, the truth is I have barely scratched the surface. But I don’t want to miss the point that there are plenty of other ways to invest. Let’s talk about some of those now. Just as the 86th Street crosstown bus may be the right way to get across Manhattan, for some people, momentum, growth, or speculative investing may work better. 

			Growth investing is marvelous when you get it right. A company growing its revenues at a breakneck pace with promise to turn those revenues into earnings can be a great investment. Often, however, it is growth first, profitability later. If those earnings expectations don’t come through, or the growth rate falters, it can be quite a crowded and chaotic exit from the stock for many investors. Momentum investing can also be a very successful methodology. This style entails buying stocks that have exhibited strong recent price gains, on the expectation that the pattern is likely to continue in the future. It is a measure of a stock’s popularity amongst the investment community. Both methods are less concerned with valuation methodologies. In some cases, particularly in momentum investing, basic fundamental business analysis is ignored. To some investors, stocks do not represent the fractional ownership of a company and its cash flows, but are just a random collection of letters put together to form ticker symbols. This mindset takes its ultimate form in speculative investing. Often referred to as the “greater fool” method of investing, speculative investing makes no pretense at all about fundamental analysis or valuation concerns. It is based on the idea that whatever price is paid to purchase the shares, there will be someone—the so-called greater fool—who will be willing to buy them at a later date for a higher price. Sentiment and emotion drive the investing decision. Analysis plays no role. 

			Clients whom I admire and respect will sometimes bring me a speculative investment idea. It may be a small-cap company with no earnings. In recent years, it has often been a cryptocurrency idea. My response to them is always the same and I share it with you now. There is nothing wrong with speculating. Some people have made a lot of money by speculating. A quick look at Bitcoin’s price chart makes that point clear. There are legendary short-term traders for whom the feel of the market is instinctive. As much as I admire those successes, I will never try to emulate them, for one important, foundational reason. When a client entrusts me with the management of his investments, that is an incredible display of faith. Trust is, frankly, the currency of the land in the investment management industry. I will never buy a speculative investment and risk a client’s trust. If I do, and the stock goes down, how will I explain it? That I licked my finger and put it in the wind to determine it was a good buy? I always want to have the power of fundamental analysis and disciplined valuation methodology in making investments. That way, if a stock goes down, I can cogently explain why I bought it in the first place and, more important, what we should do with it now. Quite often, the right decision is to buy more, if nothing has changed in the original investment thesis. The confidence to do so will not be there if the original purchase was made on a whim. 

			In clearly telling you how I like to invest, by no means do I intend to imply that my way is the best or that I never make mistakes. No way of investing is foolproof. In the case of fundamental, long-term investing, sometimes your investment thesis is just plain wrong. A good example of this is the case of CVS, the pharmacy-retail company that over the past several years has vertically integrated with acquisitions of health insurance company Aetna and several in-home healthcare service providers. The strategy seemed a good one: Combine all the consumer-facing services of healthcare under one corporate umbrella. The strategy included in-store medical clinics to diagnose and treat minor injuries and illnesses. The mergers were consummated with large debt issuances. When the federal government pulled back on reimbursement for the Medicare and Medicaid patients that CVS was insuring, it coincided with a meaningful increase in costs for insuring customers who had deferred procedures during the pandemic. Margins dropped precipitously. In the five years after purchasing Aetna, revenues increased by 45 percent but net income tumbled by 30 percent. That’s a bad combination for any stock. CVS shares decreased by 40 percent during that time frame. 

			In the case of CVS, cutting my losses earlier would have been better. The decreased government payments, the increased patient utilization ratios, and the debt load all evolved over a long time. There’s no point in using twenty-twenty hindsight to invest, and using the CVS example can actually lead you to make an equally pernicious mistake: giving up on a stock too early because it isn’t working out for you. As I write, I am locked in an intellectual battle over the shares of Cleveland-Cliffs, an integrated steel manufacturer. Cleveland-Cliffs mines iron ore and buys scrap metal, using both as raw material to produce steel that goes into cars, buildings, infrastructure, and all sorts of manufactured products. As a commodity producer, Cleveland-Cliffs is the sort of company that I would normally stay away from. It is highly cyclical, exposed to changing political winds and economic trends, and at the mercy of many factors, such as fuel costs, that are beyond its control. Indeed, the company is currently battling depressed steel prices, varying tariff rules, Chinese dumping of below-cost steel on the global market, and questions about the health of the automobile industry, one of its biggest markets. The stock traded at ten dollars a share before the pandemic, slid to under five dollars during the COVID-induced economic shutdown, rebounded to thirty-four dollars in 2021, and has since slid back to ten dollars. Colleagues, clients, and especially my comrades on CNBC continue to ask me why I own the shares.

			The simple answer is, of course, that I think they are grossly undervalued, and here’s why. To start with, management is unique at Cleveland-Cliffs. The chief executive officer, Lourenco Goncalves, is visionary in many ways. He knows that to be successful, he must build bridges with disparate parties: unionized employees, customers, suppliers, shareholders, bankers, just to name a few. With some he uses a feather. With others, a sledgehammer. Knowing how to use which tool and when in interpersonal dynamics is a distinct skill. It is rare to find someone adept at many, and that is Mr. Goncalves.

			It is because of these skills that he has managed to make acquisitions that have built a company with ten times the sales it had five years ago. Ten times! Under his leadership, the company recently bought a competing company, Stelco. Following on the track record of buying AK Steel and ArcelorMittal US in 2020, it is likely that there will be synergies well beyond the initial projections. The combined company will be the second-largest steel company in the United States and poised for much greater profits on the other side of this steel price down cycle than before. 

			In many merger cases, “synergies” is a word for firing employees. Not the case with Mr. Goncalves. He has created excellent relationships with his unions, so much so that the union at another company, the venerable US Steel, actively lobbied for Cleveland-Cliffs to buy the company instead of Japan-based Nippon Steel. Add to his resume strong leadership in protecting the environment through replacing coal-fired steel mills with hydrogen-powered ones, and you can see the multiple ways in which this is not just a dynamic but an incredibly unique leader, one who can make an ordinary steel company produce results that are anything but ordinary. 

			In my opinion, when the steel cycle turns back up, Cleveland-Cliffs will likely enjoy the 15 percent EBITDA (earnings before interest, taxes, depreciation, and amortization—an important measure of cash flow and a typical way of valuing a manufacturing company) that it enjoyed five years ago. But on a revenue base that is ten times larger. If that happens, the company will produce cash flow in one year equal to the current market cap of the company. That means the shares currently trade at a price well below intrinsic value, on that basis. Time will tell, but that sort of fundamental business analysis is what I enjoy doing.
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