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On March 31, President Biden outlined the key details of a $2 trillion infrastructure package, 
which he called a “once-in-a-generation” investment in the country. The American Jobs Plan is 
designed to roll out in two parts. This first bill earmarks a sizable construction and development 
budget to the nation’s physical infrastructure - highways, rail, broadband, EV charging stations, 
energy-efficient housing. The second bill is expected to target “human infrastructure” such as 
elderly and child care, education, skills training.  

The passage of the proposal would provide a significant boost to direct-impact industries like 
energy, industrials, and transportation. The plan aims to modernize over 20,000 miles of 
roadways, retrofit 2 million homes and commercial buildings, improve water systems, trains, and 
broadband connectivity. For better or worse, the pandemic exposed the most fragile junctures 
of our existing infrastructures - both physical and human - and the American Jobs Plan 
endeavors to resolve those. 

The package is ambitious, expensive, and full of promises and price tags. To make some sense of 
the bill itself and discuss the potential impact on tangential industries such as steel, basic 
materials, transportation, and renewable energy, SumZero gathered a panel of members with 
relevant expertise to share thoughts and opinions. All featured managers currently contribute 
research ideas to SumZero Research and many are actively listed on SumZero Cap Intro.  

ABOUT THE INTERVIEW

ABOUT THE MANAGERS
WILL KEATEN, PLAISANCE CAPITAL: Will Keaten joined Plaisance Capital LLC in 
May of 2020.  He has 15 years of experience as a Portfolio Manager and 
Analyst with global long/short equity funds primarily located in New York 
City.  Will also was an Analyst on a top performing small cap value fund at 
Perimeter Capital in Atlanta for 2 years.  Prior to Plaisance, Will covered long/
short global equities as a Senior Analyst at Blue Grotto Capital and Deimos 
Asset Management. 

Will earned an MBA in Finance from the Booth School of Business at the University of Chicago, 
where he was awarded Dean’s Honors and LEAD distinction.  Will also completed an executive 
program in investment management at Harvard Business School.  After graduating from Colgate 
University with a BA in Economics, he acquired the CFA designation and was a selected grader 
for the CFA exams. 

JOSH STRAUSS, PEKIN HARDY STRAUSS: As the Co-CEO and Portfolio 
Manager of Pekin Hardy Strauss, Josh has extensive experience in pioneering 
and building multi-disciplinary approaches to both wealth management and 
investment management. Josh is responsible for leading the strategic 
direction of the firm’s investment advice, directing the firm’s research 
initiatives, managing firm operations, and supporting the foundation of its 
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JAKE MILLER: Jake has worked as an investment professional for over a decade. Most recently he was 
an analyst and portfolio manager at a New York City-based family office where he managed a 
concentrated equity portfolio focused on the industrial, consumer, business and financial services 
and alternative energy sectors. Jake has been a SumZero member since 2013 during which time his 
ideas have generated a +14.7% return vs. the benchmark.  

Jake received an MBA from the Applied Value Investing program at Columbia Business School in 
2009 and has regualarly returned to Columbia as a guest lecturer and student mentor. Jake passed 
the level III CFA exam and prior to business school was an investment banking analyst and equity 
research associate. 

NICHOLAS R. STONE, CFA, AIRACOBRA CAPITAL: Mr. Stone is the Founder and 
Managing Member of Airacobra Capital Management and President of 
Cubbage Hill Holdings, LLC (“Cubbage”); sole member of Airacobra Capital 
Management. Nick brings 30 years of portfolio and risk management, trading, 
research, operations and compliance to the firm. Immediately prior to his roles 
with Airacobra and Cubbage, Mr. Stone was a Director/Credit Risk Portfolio 
Manager – Chief of Staff to the Chief Credit Strategist at MUFG Union Bank 
(f.k.a. Union Bank) where he was responsible for ensuring connectivity across 
all credit risk areas reporting to the Chief Credit Strategist.  

Prior to MUFG Union Bank, Mr. Stone was President, Chief Compliance Officer, and FINOP of Civitas 
Securities, LLC whose intended objective was to provide traditional brokerage services to high-net-
worth individuals and institutional accounts and Chief Investment Officer, Chief Compliance Officer, 
and Senior Managing Director of Civitas Wealth Management, LLC, a state registered investment 
advisor and affiliate of Civitas Securities, LLC. 
 

GREG ROYCE, MAXIMUS LONG SHORT EQUITY FUND: Mr. Royce’s significant 
Portfolio Management experience includes : SAC/Point72, Visium Asset 
Mangement and Aptigon, a Citadel company. Royce graduated from Yale 
University in 2001 with a BA in Economics. He was Captain (2001)/#1 Singles 
on the Men's Tennis team and  Ivy League Sportsman of the Year - Tennis 
(2001). 

Maximus Long Short Equity Fund is a New York City-based hedge fund with a 
focus on industrials. Low-net (+/- 20%), sector-focused (Industrials and 

Materials), fundamental value with catalyst, long/short equity strategy with >90% exposure to North 
America. The Fund will typically invest in mid and large-cap equities and does not intend to employ a 
short-term trading approach (aside from tactical shorter-term trades where relevant/actionable 
around catalysts where positions will be increased or decreased).  
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Headquartered in Chicago, Pekin Hardy Strauss is a fee-only investment advisory boutique with 
over $800 million in assets under management.  Fundamentally focused, Pekin Hardy is a value 
ESG manager that seeks to generate market-beating returns by making prudent, sustainable, 
and disciplined investments. 
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PART 1: INTRODUCTIONS 

AVERY PAGÁN, SUMZERO: First of all, thank 
you for joining us and offering your 
expertise on this subject. Can you tell us a 
bit about your background as a 
professional investor and your current 
fund?  

JAKE MILLER: I’ve been a professional 
investor since I graduated from the 
Applied Value Investing program at 
Columbia Business School nearly 12 years 
ago. For most of that time I was an 
analyst and portfolio manager at a New 
York City based family office where I ran a 
concentrated, long-term, fundamental-
driven equity portfolio with investments 
across industries and geographies.  

GREG ROYCE, MAXIMUS L/S EQUITY: I am the 
Founder and Chief Investment Officer of 
Maximus Long Short Equity, a low-net 
(+/- 20%) exposure, fundamental value 
with a catalyst strategy focused on the 
Industrials and Materials sectors. I began 
my career in the investment industry in 
2004 and have covered these specific 
sectors for 13 years. I launched Maximus 
in December of 2018 and have grown our 
assets with managed. accounts and an 
onshore commingled vehicle.  

I employ the same strategy that I did as a 
portfolio manager at SAC/Point72, 

Visium, and Citadel, and have never had a 
down year with these parameters. We offer 
a Founders Class for our onshore vehicle. 

WILL KEATEN, PLAISANCE CAPITAL: At 
Plaisance, we have over 50 years of 
combined experience in global value 
investing.  We also have extensive 
background in shorting stocks that have 
secular challenges or are vulnerable to 
changing resource allocation in the global 
economy.   

Our current fund is the Plaisance Midway 
Fund, a long-short strategy with a 
contrarian value bias.  Midway just 
completed 3 years of consecutive mid-
teens net returns.  Because growth-
momentum has been a dominant theme 
in recent years, we have been swimming 
upstream from a stylistic and factor 
perspective.  However, we are very 
excited to now have a tailwind at our 
back from the recent paradigm shift from 
growth to value, and we believe that the 
fiscal stimulus and infrastructure bill will 
further accelerate this trend. 

NICK STONE, AIRACOBRA CAPITAL: I have 30 
years of capital markets experience in 
portfolio and risk management, trading,  
operations, and compliance. Prior 
positions include Chief of Staff: Chief 
Credit Strategist of the Americas  for a 
large international bank, President of a 
broker-dealer affiliated with a $40 billion 
hedge fund, Chief  Investment Officer, 
Chief Compliance Officer, and Chief 
Operating Officer across “boutique” and 
“Wall  Street” firms. I have built and 
managed several trading desks, 
departments, and firms and have been  a 
board and committee member of the 
Dallas – Fort Worth CFA Society.  

SZ: When and why did you begin investing 
in infrastructure and related industries? 

ROYCE: I began investing in industrials as 
an analyst in 2007 at a multibillion-dollar 
equity long short fund, JL Advisors. Since 
then, I’ve developed deep industry 
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knowledge and relationships in the 
Industrials and Materials sectors which 
I’ve honed over time. There are many 
opportunities for alpha generation as 
they include a sizable coverage universe 
with $4.3 trillion of addressable market 
cap which makes up about 25% of the 
companies in the S&P 500. 

KEATEN: I began looking at infrastructure 
opportunities about three years ago in 
companies primarily outside of the US.  
At the time, I was focused on road 
concessions in Latin America and 
Europe.  After researching needed 
infrastructure spend across the globe 
expected for the next couple of decades, I 
found the numbers astounding.  One 
respected economics firm estimated 
global infrastructure investment needs to 
be $94 trillion between 2016 and 2040.   
 

Anecdotally, flying out of Laguardia and 
JFK, and driving over pot holes opened 
my eyes to the underinvestment in the 
US.  At Plaisance, we came to understand 
the massive expenditures expected for 
airports over the next 20 years as part of 
our due diligence on Samsonite (a two 
bagger for Midway).  We learned that 
China is building 8 airports every year and 
is on track to be the largest aviation 
market in 2-3 years.  In addition, India 
plans on building 100 airports over the 
next 15 years. 

MILLER: While I never explicitly decided to 
concentrate on infrastructure, I’ve always 
focused on quality businesses I can 
understand with predictable and growing 
cash flow. Infrastructure-like businesses 
such as parts of the energy, 
telecommunications, and materials 
segments often have these 
characteristics.  

STONE: Infrastructure and related 
industries have always been at the 
forefront for me. Growing up in  
Pittsburgh it was hard not to be 
interested given these were the majority 
of industries responsible for  building and 
growing Pittsburgh and, in turn, 
represented Pittsburgh’s role in building 
America. There  was a t-shirt I once saw 
that stated: “Pittsburgh – We’re not 
Manhattan, we just built it” which reflects  
the pride the city has in these companies. 
Professionally, I began trading bonds and 
equity of these  industries in 2000 on a 
proprietary basis and for institutional 
accounts. 

Airacobra continues to invest in and 
analyze these industries and companies, 
given our holistic  approach, as economic 
drivers from not only a growth 
prospective but as a leading economic 
indicator.  These industries build actual 
things, typically provide solid wages and 
career jobs versus “gig” job. They keep 
commerce moving, touch a large number 
of other industries, and, more recently, 
have become  very innovative in product 
development, operational processes, and 
meeting and raising environmental 
standards. 

PART 2: THE BIDEN 
INFRASTRUCTURE PLAN 
SZ: On March 31, President Biden 
announced key components of a $2T 
spending package aimed at modernizing 
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the country’s transportation, broadband, 
and energy infrastructure, calling it a 
“once-in-a-generation investment” in the 
country. What is your initial reaction to 
Biden’s proposal and how does it affect 
your current positions? 

JOSH STRAUSS, PEKIN HARDY STRAUSS:  First 
of all, I would say it’s about time that 
America invested in our crumbling 
infrastructure to kick-start economic 
growth.  In the short-term, it does not 
appear that President’ Biden’s initial 
proposal would have much impact on the 
development of wind energy in 2021.  Any 
impact from pro-wind energy policies 
really would not have an impact on the 
wind industry until 2022 at the very 
earliest.  However, there are a number of 
policies that promote wind energy from 
investments in new offshores wind 
energy zones, allocation of resources in 
research and development, spending in 
power transmission, and the extension of 
tax credits that should have very positive 
impacts on the wind energy industry here 
in the United States. 
  
TPIC is the leading independent contract 
manufacturer of wind blades outside of 
China.  Given the fact that TPIC runs a 
number of cutting edge facilities in North 
America, it would be logical to think that 
the revenue and earnings trajectory for 
TPIC’s domestic business would improve 
significantly in 2023 and beyond as a 
result of this plan. 

STONE: In its current form, President 
Biden’s American Jobs Plan (the “Plan”) is 
a welcomed package given  America’s 
drastic need of a face lift. Although prior 
efforts by the government have fallen 
short on “shovel ready” programs, we are 
confident certain areas requiring basic 
upgrades and improvements,  such as the 
electrical grid, will draw the attention of 
the public and receive funds to provide 
extra  investment to complete these 
projects.  

Transportation is one of the industries for 
which we believe the Plan will not have 

any long-term positive effects. The focus 
appears to be on rail and other forms of 
mass transit. We have seen several  train 
projects around the U.S. have major cost 
overruns and massive time delays. We 
project no change  in this paradigm given 
another layer of government involvement.
  

 We remain defensive on transportation 
and do not project travel to come back to 
pre-pandemic levels over the long term. 

Broadband is an area that we project to 
see increased activity. eCommerce and 
online business continue to increase 
rapidly due to the ease of communication 
and executing transactions. Education 
adjusted teaching methods during the 
pandemic, and we project the trend to 
continue.   

Energy infrastructure is projected to be 
one of the main beneficiaries of the Plan. 
The move from  fossil fuels to alternative 
energy will require not only maintenance 
and upgrades but also increasing the size 
of the electrical grid. The Plan will 
enhance spending for the required 
upgrades to the grid with  advantages 
accruing to various industries, especially 
steel makers and specialty construction  
companies.  

Overall, we have a neutral/defensive 
strategy given our projection on the 
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economic environment:  increasing 
inflation, elevated unemployment, 
potential tax increases, and volatile/
increasing interest rates.  

KEATEN: We had expected a large 
infrastructure bill as had been 
telegraphed by the Biden campaign and 
based on conversations with our contacts 
in DC.  The infrastructure investments 
should have a stimulative impact for the 
next decade and have lasting flow 
through to productivity well beyond that 
time.  Productivity improvements will 
help sustain GDP growth in the US, which 
we believe should help value stocks, 
many of which are in need of cyclical 
catalysts.   

President Biden’s infrastructure plan will 
be positive for a number of positions in 
the Midway fund.  We currently have 
public equity investments in the cement 
industry, soil remediation-steel-rail 
(Harsco Corp, HSC:US as published on 
SumZero), airlines (benefit from re-
opening, new airports and renovations/
expansions), construction machinery and 
electric vehicle metals.   

MILLER: Quite simply, infrastructure 
spending will increase demand for 
Vulcan’s products. Most modern 
construction requires a significant 

quantity sand and crushed rock known as 
aggregates. Vulcan’s primary business is 
owning the mines that supply these 
materials. The construction of many types 
of infrastructure such as roads, bridges, 
airports and rail lines are particularly 
aggregates intensive. Since Vulcan has no 
constraints limiting their ability to meet 
increased demand and incremental 
margins are quite favorable, this proposal 
is a potentially significant development 
for Vulcan. 

SZ: Can you detail a few key investments 
the American Jobs Plan is prepared to 
make and what this means for related 
industries like basic materials, automotive, 
renewable energy, semiconductors and 
others? 

KEATEN: While many specific allocations of 
the bill are not currently known, we know 
the President proposes to spend an extra 
$447B on transportation infrastructure.  
This includes $115B for highways, $85B for 
transit, $25B for airports, and $17B for 
waterways and ports.  We believe that the 
stimulative impact will favor selected 
companies in basic materials and 
construction equipment manufacturers, 
environmental remediation services, 
semiconductors, and auto suppliers.        

The infrastructure spending will positively 
impact Plaisance’s basic materials and 
construction equipment manufacturer 
positions.  We expect our investment in 
LaFarge Holcim (LHN-SWX) to be a big 
beneficiary because of its dominant 
position in cement in the United States.  
Plaisance also has positions in Catepillar 
(CAT) and Deere (DE), which are 
worldwide leaders in providing best in 
class equipment for construction.    

We have owned HSC since the stock 
traded at about $11 (now ~$18) and we 
believe the company will realize 
tremendous benefit across its primary 
business lines from new infrastructure 
spend.  HSC’s Clean Earth business 
performs soil remediation and processes 
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contaminated soil.  This business is 
directly linked to infrastructure and 
redevelopment projects because it is 
required that soil be tested and cleaned 
to meet state EPA regulations prior to 
construction activity.  HSC is just about to 
complete a project for Laguardia airport 
and has a prospective engagement with 
JFK airport.  Other opportunities include 
renovation and improvement at bridges, 
roads, military bases and other airports.   

Harsco Environmental will also benefit 
from its presence in the steel business.  
Harsco Environmental is a servicer and 
recycler of waste primarily for the top 
manufacturers in the steel industry.  
Roughly 40% of steel production is 
consumed for infrastructure around the 
world. 

ROYCE: The bill as it is currently proposed 
has allotted $115 billion to roads and 
bridges which will boost machinery 
capex, component suppliers, and 
equipment rental companies. In addition, 
Vertiv Holdings Co (VRT:US), our largest 
position, stands to gain from the 
proposed $100 billion investment in 
power transmission and broadband 
networks as part of the plan is to 
revitalize our digital infrastructure and 
expand high-speed broadband coverage 
making it accessible to all Americans at a 
reasonable cost. 

MILLER:  If you go on www.whitehouse.gov, 
the first bullet point on the American 
Jobs Plan factsheet is “Fix highways, 
rebuild bridges, upgrade ports, airports 
and transit systems”. Government 
spending accounts for 43% of Vulcan’s 
aggregates volumes and the largest 
portion of that is roads and bridges. A 
road is simply a layer of aggregates which 
is then covered by asphalt which itself is 
95% aggregates. A single mile of four-
lane highway will require about 150,000 
tons of aggregates to build.  

The impact of the Biden proposal is, of 
course, impossible to determine precisely, 
however based on what we know a 
roughly 2-3% annual volume increase 

appears reasonable. About 34% of 
Vulcan’s volume is from public 
infrastructure which is roughly 30% 
funded by federal dollars. As such, if this 
federal infrastructure funding increases 
25% this would imply a total volume 
increase of 2.6%. Vulcan would also see 
some modest benefit from the 
construction of housing and schools. 
While this is rather simplistic, it seems to 
broadly match other ways I’ve tried to 
calculate the impact and what industry 
contacts have said.  

STONE: The key investments in the 
American Jobs Plan in transportation, 
housing, and power will positively  impact 
industries like basic materials, 
automotive, energy and a host of others.  

This impact will not  only come from 
investment into a dedicated bucket but 
from the interaction of investments into  
different buckets. Take the automotive 
industry as an example. It will benefit 
from modernizing roads,  highways, and 
bridges, investing in road safety, and 
enhancing energy supplies and utilization 
for EVs.   
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Housing and Education investment 
should not only benefit construction 
companies but should also  flow all the 
way downhill to the local coffee shop as 
construction crews take breaks and spend 
at local  establishments.  

Initiatives in the Plan, which require the 
use of materials, sum to roughly $1,600 
billion. If we  assume one-third of the cost 
of each initiative is for the cost of 
materials (excluding labor), this will  
result in over $533 billion in government 
sector demand for basic materials from 
steel/copper/specialty  metals/concrete/
lumber. This would be in addition to the 
private sector demand in a recovering  
economy. Specific initiatives of interest to 
us Include $174 billion for electric 
vehicles; $25 billion for  airports as we 
discuss later.  

STRAUSS: Specific to wind energy, 
President Biden announced that the New 
York Bight, which is the shallow offshore 
area between Long Island and the New 
Jersey coast, will be a new area for 
offshore wind energy development 
between 2022 and 2030.  Biden is 
targeting a deployment of 30 GW of 
offshore wind in the New York Bight and 
elsewhere by 2030, which will trigger 
more than $12 billion in capital 
investments on both coasts.  As part and 
parcel of this, Biden is trying to create a 
path to 110 GW of offshore wind energy 
by 2050.  The U.S. government will also 
offer $3 billion in low cost debt funding 
for offshore energy projects. 
  
The U.S. wind energy market has been 
growing strongly over the last few years 
as a result of the start of the multi-year 
phase-out of the Production Tax Credit 
(PTC).  In Biden’s infrastructure plan, the 
PTC has been extended by 10 years, 
although full details of the extent of the 
tax credit have not been revealed.  This 
potential extension is unlikely to have any 
impact on 2021 for TPIC, but the PTC 
extension could impact the revenue 
trajectory for wind players starting as 
early as 2022. 
  

Due to lack of investment, power 
transmission continues to be a 
constraint.  The infrastructure plan is 
trying to alleviate this problem by 
investing in 20 GW of incremental power 
lines so that power can be more easily 
transmitted from offshore wind farms to 
inland communities.

PART 3: STEEL, BASIC 
MATERIALS, INDUSTRIALS 

SZ: Jake - can you describe the basic 
materials/aggregates market and some of 
its unique value drivers i.e. barriers to 
entry, flexible cost structure? 

MILLER: All an aggregates quarry really 
consists of is a several hundred acre open 
pit mine with a bunch of rock. Dynamite 
is used to blast stone out of the ground 
before that stone is crushed and screened 
to make the final product. Its pretty 
simple. Operating costs are mostly 
variable, such as labor, materials, fuel, 
royalties, etc. The rocks wont expire and 
can be stored in outdoor piles. Vulcan’s 
facilities also do not run into production 
constraints. As such, it is easy for Vulcan 
to adjust production costs and output in 
response to changes in demand. 

The barriers to entry are massive. First of 
all, its not easy to find 250+ acre parcels 
of land near population centers with the 
required geological reserves needed to 
open a new aggregates mine. When land 
like this is available it is often desirable as 
a development property and commands a 
higher price than a miner can pay and still 
earn a good return. These facilities are 
also extremely loud from the dynamite 
blasting and create loads of heavy truck 
traffic. Not surprisingly, new aggregates 
quarries are vigorously opposed by local 
communities creating an arduous 
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permitting process that can take 5-10 
years with no guarantee of success.  

I’d also add that aggregates are very 
small portion of total construction costs 
for any project. Even for roads which 
require large quantities of rock, 
aggregates will be only about 3% of costs. 
For most forms of residential and 
commercial building the costs are almost 
negligible. 

SZ: Looking at Vulcan , how much policy-
related upside is baked into your thesis 
and when do you expect to see a material 
IRR increase? 

MILLER: Surprisingly, I see very little 
policy-related upside priced into Vulcan 
(VMC:US, as published on SumZero) 
today. Even if I assume no benefit from an 
infrastructure bill, modest capital 
deployment and conservative operating 
assumptions I still get an expected IRR in 
the 13-14% range. Perhaps this is because 
investors were disappointed by prior 
attempts to pass significant infrastructure 
spending or because volumes have been 
generally weak for the past year due to 
COVID-relative disruptions in several 
construction markets. 

If the bill passes this year Vulcan will 
likely start seeing a benefit by the second 
half of 2022. For simplicity if we assume 
the spending package increase increases 
aggregates volume growth by 2%, which 
is at the low-end of the range, starting in 
2023 our expected IRR increases to about 
16%-17%.  

To be clear, I think Vulcan is a solid 
investment regardless of what happens 
with federal infrastructure spending and 
view any benefit from infrastructure as 
incremental upside rather than core to 
the thesis.  

SZ: In your report on SumZero, you 
discuss the importance of locality in the 
aggregates market. Which regions or 

metro areas does Vulcan dominate and 
how does the local oligopoly dynamic 
benefit VMC? 

MILLER: The local nature of aggregates 
markets is what really makes Vulcan such 
a fantastic business. This is an asset-
intensive business that has generated 
returns on tangible capital in the mid-to 
upper teens by selling rocks. Rocks are 
heavy and bulky making them difficult 
and expensive to ship. 97% of Vulcan’s 
aggregates shipments are on a truck at 
some point and generally trucking over 
50 miles becomes uneconomical. As such, 
the local supplier has a huge advantage 
and significant pricing power.  

Many of Vulcan’s quarries in growing 
suburban locations are well over 50 years 
old. When the mines opened what is now 
a suburb was a rural area that were happy 
to have the industry. There are often no 
nearby competitors and land /permitting  

constraints eliminate the possibility of a 
competitor emerging. As such, a builders’ 
only option is to either use Vulcan or ship 
the product a long-distance, putting 
competitors at a severe disadvantage. 
And since aggregates are a tiny portion 
of construction costs regular price 
increases are not disputed.  
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Regionally, Vulcan is focused on the south 
and western parts of the country. Their 
largest states are Texas, California, 
Tennessee and Virginia. These are areas 
where population is expected to grow 
about 30% faster than the US as a whole 
which should provide a tailwind overtime. 
Many of Vulcan’s locations also compete 
primarily against mines owned by Martin 
Marietta. Martin is the other large public 
competitor in the space and like Vulcan, 
Martin’s strategy is not to compete on 
price. This makes competition in many of 
Vulcan’s markets fairly benign.  

SZ: When it comes to steel, Nick, I’ll turn 
to you. How does AK Steel benefit from 
vertical integration in the steel industry? 

STONE: AK Steel (AKS:US, as published on 
SumZero), known for its overall vertical 
integration and more specially, metals 
and parts for the  automotive sector was 
acquired by Cleveland Cliffs in December 
of 2019. Cleveland also acquired  Arcelor 
Mittal in 2020; hence Cleveland has 
completed a truly vertical integrated 
platform.   

Cleveland was founded in 1847 as a mine 
operator and is now the largest flat-rolled 
steel  producer and supplier of iron 
pellets in North America. They have the 
capabilities to mine their inputs,  supply 

those inputs to their mills, manufacturer 
their product and, in regard to auto parts, 
distribute  their product through 
Precision Partners (acquired via AK Steel) 
by offering staff and operations  including 
transfer dies, robotic tandem line dies, 
progressive dies and press hardening (hot 
stamp)  tooling.  

SZ: Can you explain the Next Generation 
Electric Machines Program and how this 
positions AK Steel within the EV market? 

STONE: Simply stated, the Next Generation 
Electric Machines Programs addresses the 
limitations of  traditional materials and 
designs used in electric motor 
components by cost-effectively 
enhancing their  efficiency, improving 
performance, and reducing weight. This 
effort is to support innovative approaches 
to significantly improve the technology in 
industrial electric motors, which use 
approximately 70% of  the electricity 
consumed by U.S. manufacturers and 
nearly a quarter of all electricity 
consumed nationally: 

(i) AHSS: Cleveland’s carbon steel 
applications for auto manufacturers 
and  suppliers. Utilizing AHSS enables 
engineers to design lightweight parts  
that meet rigorous service and safety 
requirements, achieving additional 
vehicle weight saving for ambitious 
fuel efficiency standards. Various 
AHSS grades such as Dual Phase 590, 
780, 980, and 1180 have been adopted 
by customers for both stamped and 
roll-formed parts. NEXMET 1000 and 
1200 products, new generation 
metals, have  demonstrated enhanced 
strength, formability and 
opportunities for the  automotive 
industry to reduce weight to comply 
with CAFE standards.  Cleveland is 
pursing NEXMET 440EX and 490EX, 
another new metal, for  surface-
critical, exposed auto body panels as 
an alternative to aluminum.   
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(ii) Non-Oriented Electrical Steel (NOES): 
Cleveland is the only North American 
producer of high-efficiency NOES, a 
critical component of H/EV motors that 
provide greater heat  resistance for 
exhaust systems supporting new, fuel-
efficient engines that run at higher 
temperatures.  

(iii) Grain Oriented Electrical Steel 
(GOES): Iron-silicon alloys developed to 
provide the low core loss and  high 
permeability required for efficient and 
economical electrical  transformers. GOES 
is the most energy efficient electrical 
steel and used in transformers where 
energy conservation is critical. As stress 
on the  electric grid continues, Airacobra 
projects Cleveland to be at the forefront 
for not only required updates but 
increasing the size of the  grid; improving 
the electrical grid is critical to enhance 
the EV marketplace. 

SZ: Greg - can you walk us through 
Juniper Industrial Holding’s business 
lines? Will the company benefit from 
announced plans to retro-fit residential 
homes and low-income housing units for 
energy efficiency? 

ROYCE: Juniper focuses on companies 
within the industrials sector, such as 
those within aerospace and defense, 
automation, construction, and industrial 
technology, among others. Their 
management team has a track record of 
identifying market-leading technologies 
across the industrial spectrum, and an 
affinity for businesses with strong brands 
and mission-critical offerings.  

The Juniper team has a robust network of 
relationships within industrial and 
investment communities built over 60+ 
years of combined industry experience, 
and a deep understanding of industrial 
trends. JIH is coming with Janus in a 
SPAC merger. Janus International Group 
(“Janus”) is the leading global 
manufacturer and supplier of turn-key 
self-storage, commercial and industrial 
building solutions, including roll up and 

swing doors, hallway systems, and door 
automation technologies. Janus is a 
leading provider of self-storage solutions, 
industrial building products and access 
control technologies.  

Janus’ pro forma implied enterprise value 
is approximately $1.9 billion with market 
capitalization of approximately $1.4 billion 
at closing and their strong cash flow 
profile should allow for accelerated 
deleveraging, as well as continued capital 
deployment through the Company’s 
highly accretive M&A program. 

PART 4: WINDPOWER & 
RENEWABLE ENERGY 

SZ: Let’s start with the basics - what is the 
difference between a peak load and base 
load energy source?  

STRAUSS:  Peak load is the maximum 
electrical power demand in a particular 
area over a specific time period.  Base 
load power sources are the utilities that 

operate at all times to meet the minimum 
level of power demand at any point in 
time.  These plants produce power at a 
constant rate and are specifically not 
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designed to respond to peak demands or 
emergencies.   

The question behind your question is how 
wind energy could be a base load power 
source, which cannot happen without 
huge advances in power storage and 
improvements in the electrical 
distribution system.  Due to the varying 
winds, wind energy simply cannot act as 
a dependable base load power source at 
this point in time. 

SZ: What percentage of the US’ energy 
stack is currently wind power and how do 
you predict this will change in the coming 
months/years?  

STRAUSS: According to the EIA, wind 
power represents a little more than 8% of 
the total energy stack.  Renewables 
overall are about 20%.  I do not believe 
that it will change significantly in the 
intermediate period ahead without the 
aforementioned necessary advances.  
Long-term, wind energy could increase 
sizably from its current level, but it is 
likely to remain a supplemental form of 
energy but yet act as a key part of the 
overall solution.  

SZ: Who are the leading manufacturers in 
wind turbines? 

STRAUSS:  Outside of China, the wind 
turbine industry has been consolidating 
over the last few years and is now a 
highly concentrated industry.  The 
primary players are Vestas, Siemens 
Gamesa, Nordex, General Electric, and 
Enercon; these five players are 99%+ of 
the non-Chinese wind turbine industry. 
  
Despite the fact that China is the largest 
wind energy market in the world, the 
market is a bit of a walled garden.  
Turbine and blade producers receive 
significant government subsidies, making 
it difficult for the non-Chinese players to 
enter the market.  In turn, the Chinese 
players have made little market 

penetration outside of their borders.  
Xinjiang Goldwind is the largest turbine 
producer in China. 

SZ: Josh, in early January you predicted 
that TPIC was on the brink of a multi-year 
growth period driven by favorable policies 
on renewable energy. Thus far, does the 
reality of Biden’s administration meet or 
exceed your expectations?  

STRAUSS: To be fair, I would have to say 
that the Biden administration has created 
an infrastructure policy, assuming that it 
passes, that has exceeded my 
expectations from last January.  However, 
the U.S. market is only a small percentage 
of the total market opportunity.  I expect 
there to be increased favorable policies 
on renewable energy from many other 
countries across the globe.  This 
infrastructure plan is just one of many 
policies that will help to push wind 
energy to the forefront.

PART 5: TRANSPORTATION, 
RAILROADS & ELECTRIC 
VEHICLES 

SZ: Do you expect business travel to return 
to pre-COVID levels? If so, when?  

KEATEN: Our founder and CIO, Dan 
Kozlowski, has significant experience 
investing in the travel area.  At Janus, he 
managed a fund that was a page one 
holder of leading airlines.  Our current 
expectation is that travel will return to 
pre-Covid levels by early 2022. 

STONE: We do not project business travel, 
or for that matter, leisure travel, to return 
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to pre-COVID levels over the long-term. 
There will be a bump in travel from 
current levels once COVID restrictions are 
lifted, but it will be temporary and below 
pre-pandemic levels for several reasons:  

(i) companies have realized  business 
can be accomplished virtually and at 
significantly lower costs for office 
space and travel;  

(ii) expect increasing pass through of 
costs from additional regulations,  

(iii) pass throughs of inflationary  cost in 
oil prices;  

(iv) decreasing disposable consumer 
income with tightening budgets on 
the business side;  

(v) and permanent behavioral changes in 
degree and frequency of proximity to 
other unknown  individuals.  

SZ: How will the reverse urbanization we 
are starting to witness affect mass transit 
systems in major US cities?  

ROYCE: I think we’ll see a lot of people 
return to cities at least for work if not to 
live. Subway ridership is still 60-70% 
below where it was pre-pandemic but I 
think those numbers will rise as the city 
opens more and more through the spring 
and summer. The plan intends to invest 
$85 billion on existing public transit and 
another $80 billion on Amtrak for long 
needed repairs as well as passenger and 
freight rail, which will certainly help 
encourage people to take public 
transportation again. 

STONE: If the trend continues, mass transit 
systems in major US cities will be 
negatively affected. We  have already 
witnessed decreased ridership and profits 
in certain cities which may not recover to 
pre pandemic levels due to the 
significantly larger population working 
from home and the migration from  urban 
areas.  

This trend is also self-reinforcing. As 
individuals leave, ridership declines. As 
ridership declines,  fares increase to make 
up for the short fall of travelers. As fares 
increase, ridership decreases and  system 
cost constraints eventually lead to job 
cuts, less service, and less public safety - 
not only personal but from infrastructure 
standpoint. You are starting to witness 
this in Chicago, New York, and the San  
Francisco Bay Area.   

SZ: What is the most strategic investment 
play on transportation right now?  

ROYCE: We really like XPO Logistics, Inc. 
(XPO), which is going to spin off its 
logistics segment into a spin-out called 
GXO. We also think the merger between 
Canadian Pacific Railway Limited (CP) 
and Kansas City Southern (KSU) is a very 
strategic and transformational deal for 
the transportation segment. 

STONE: Airacobra believes the most 
strategic investment play in 
transportation is capital structure  
arbitrage within the domestic airline 
industry. We have a negative outlook on 
the industry; however, we have a positive 
valuation on collateral that supports 
specific Enhanced Equipment Trust 
Certificates  (EETCs). The play is to short 
the subordinated debt in an airline’s 
capital structure while going long the  
EETCs.   

The reason this transaction is interesting 
is that EETC bonds tend to trade in 
sympathy with the  subordinated debt: if 
the subordinated debt is trading down so 
do the EETCs; however, many EETCs are  
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backed by specific airframes or parts that 
would retain sufficient value even as 
airlines face a challenging environment. 
The tragic events of 9-11 provide a case 
study on how EETCs and subordinated  
debt interact. COVID has had a deeper, 
longer-term impact and one that looks to 
affect air travel going  forward given the 
public‘s wariness of mass transit.  

The primary risk to this transaction is the 
illiquidity of EETC bonds, which tend to 
trade by  appointment; however, that risk 
is mitigated by yield premiums protected 
by the specific collateral in  the A or B 
tranches of the EETCs. Our industry 
knowledge and experience are key to a 
true  understanding of the collateral that 
back EETCs in relation to current and 
future use in the industry as  well as new 
frames that may be introduced or refitted, 
such as Boeing’s NEO line.  

KEATEN: We are very excited about our 
position in LafargeHolcim (LHN:SIX), 
which should benefit from the bill’s 
investment in transportation 
infrastructure.  LHN is the largest US 
cement producer, has taken a leadership 
in environmental protection, and has 
spare capacity.  Construction of roads, 
bridges, tunnels etc. makes up slightly 
more than a third of LHN’s end-market 
exposures in the North America region.  
LHN will benefit across its businesses 
(cement, aggregates, ready-mix) from the 
massive stimulus.   

Cement is part of concrete, which is 
particularly relevant for bridges and 
tunnels as well as for the base for roads 
(concrete goes below the asphalt layer in 
roads).  Cement pricing is highest in the 
US and LHN should be able to realize 
margin improvement in addition to top 
line growth.  Price increases in cement 
were already planned for 2021 and the 
infrastructure driven demand should 
augment to existing increases.  LHN has 
the largest and lowest cost plant in St. 
Genevieve, Missouri from where it can 
reach most of the US via barges.  

LHN has shown industry leadership in 
reducing cement's environmental 
footprint (~1/3rd of LHN’s sales are 
“green” products) while levering its 
”Ecolabel” brand with a price premium. 
The recently launched Ecolabel will certify 
its products with 30% lower CO2 content 
vs. local norms and/or 20% recycled 
content. 

SZ: Will - with $80B earmarked for Amtrak 
improvements and expansion in the bill, 
how do you value Harsco’s rail 
management business vs. its hazardous 
waste management business today?  

KEATEN: The infrastructure bill proposes 
$80 billion for passenger rail, which is 
many times the current run rate of spend 
in this area for the country.  The rail 
system in the US needs a lot of 
investment and Amtrak particularly needs 
a portion of the amount earmarked for 
rail.  Any investment to improve or 
refurbish tracks could be meaningful to 
HSC.  The bill allocation for rail ($80 
billion) is multiples of HSC’s US rail 
business (~$200 million in the US).   

HSC sells maintenance equipment for 
rails.  HSC also provides specialized 
support services to replace track or ties 
and rebalance the rails.     
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The rail business is a higher multiple 
business compared to the rest of HSC’s 
business. As the rail contribution 
increases, there should be upward 
pressure on the weighted average 
multiple for the valuation.  If HSC were 
able to increase its US rail business as a 
result of the bill by ~30%, we would add 
~$2 to our current price target of $21. 

SZ: Obviously electric vehicles figure 
prominently in this program. Should we 
expect to see greater competition from 
incumbent automakers in the US? Who is 
currently in the lead from a production 
and technology standpoint?  

ROYCE: $174 billion has been allotted to the 
electric vehicle market and we’ve seen 
states like California say that they’re 
going to outlaw gas fueled engines by 
2035, so we are certainly headed towards 
more if not mostly electric vehicles on the 
road in the future. This will likely help 
motivate American car companies to 
develop electric cars and compete with 
Tesla in a way we haven’t yet seen. As the 
economy improves in the near-term and 
people begin traveling again and 
returning to the office, I expect the sales 
at car dealerships Asbury Automotive 
Group, Inc. (ABG) and Lithia Motors, Inc. 
(LAD), both of which we have been 
involved with, will improve. 

STONE:  I think we are already seeing 
increased competition from the 
incumbent automakers in the US.  Seems 
like every day there is a new story about 
an auto maker coming to market with a 
new EV. We project the Plan to further 
this competition as governmental 
spending accelerates combined with 
social  influences and improving 
technology driving change in the 
marketplace.  

In the US, there are only three major auto 
companies: Tesla, Ford, and General 
Motors with  some smaller companies 
working on development of EVs. That 
said, many more global auto makers  
make their cars here in the U.S., and the 
Plan should support development for all 

EV makers, addressing  common 
problems such as the supply, replacement 
and disposition of batteries, battery 
safety and  charging infrastructure.   

Tesla is the clear leader in scalable 
battery technology, innovative drivetrain 
engineerin,g and  vehicle design 
philosophy. Ford and GM both have the 
advantage of operational experience in 
large  scale vehicle production, although 
it remains to be seen how rapidly they 
can transfer this know-how to  EV 
production. Announced development 
plans and recent product launches have 
been impressive, but  they are still in 
catch-up mode. 
  
Other global manufacturers, in particular 
Volkswagen, BMW and Volvo are making 
rapid inroads and will pose a serious 
competitive threat to US EV dominance.

KEATEN: At Plaisance, we have invested in 
miners of nickel and lithium, both key 
components of EV batteries.   Batteries 
accounted for ~50% of EV costs in 2020, 
making this an extremely large variable 
for EV manufacturers.  We believe that 
there will be significant competition in 
EVs and in part due to its capital intensity, 
we are not directly investing in the OEMs.  
We have performed due diligence on 
Volkswagen, and think it has a leadership 
position given its scale and recent EV 
models.   

We believe the scale automakers will 
inundate the market in coming years, and 
prefer to play EV via inputs (materials) or 
parts distributors that have competitive 
advantages (Superior, SUP). 

If interested in connecting with any of the 
featured managers or joining the 
SumZero Community, reach out to 
access@sumzero.com.  
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