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Marty Whitman
Built Deep Value
on the Balance
Sheet, Then Proved 4
How Hard Safe and i

Marty Whitman's career is defined by

safe-and-cheap investing,
e ap an e balance-sheet discipline, and the hard

limits of deep value when patience

meets liquidity pressure.

Martin J. Whitman made a career out of buying strong
companies and distressed securities at discounts to asset value,
building Third Avenue around a doctrine that was rigorous,
contrarian, and never as easy as it sounded.
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In brief

This Sharemaestro profile examines Martin J. Whitman's career as founder of Third Avenue Management and longtime
manager of Third Avenue Value Fund. It traces the origins of his safe-and-cheap philosophy, his focus on balance
sheets and net asset value, his critique of earnings-centered analysis, his record as a deep-value and distressed-debt
investor, and the limits exposed by concentration, long droughts, and later liquidity stress at Third Avenue.

*  Whitman defined value investing less as a hunt for low earnings multiples than as a search for well-financed
companies or securities trading at large discounts to conservative asset value.

* Third Avenue Value Fund's first two decades gave Whitman's philosophy institutional credibility, including a
12.84% annualized return from launch on November 1, 1990 through November 1, 2010, versus 9.23% for the S&P
500 and 7.28% for the MSCI World Index over the same period.

* His analysis treated corporate value as a product of cash flows, asset conversions, refinancing power, and access to
capital markets, not simply reported earnings.

* Whitman's career also showed the pain of asset-based investing: long periods of underperformance, concentrated
country and sector exposures, judgment errors, and an uneasy fit between illiquid distressed assets and
daily-liquidity funds.

* His continuing relevance lies in the discipline of price consciousness, balance-sheet strength, and patience, while
his cautionary legacy lies in the danger of mistaking cheapness for safety.

Performance markers
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Third Avenue Value Fund
annualized return, first 20
years

Third Avenue Value Fund
institutional class since
inception to October 31, 2012

Third Avenue Value Fund
current institutional class since
inception

Third Avenue Value Fund
assets at launch and twentieth
anniversary

Third Avenue Management

assets before later distress

Focused Credit Fund estimated
2015 outflows cited by the SEC

12.84%

Annualized return from November 1, 1990 inception through November
1, 2010, compared with 9.23% for the S&P 500 and 7.28% for the MSCI
World Index over the same period.

11.59%

Annualized since-inception return from November 1, 1990 through
October 31, 2012, compared with 9.48% for the S&P 500 and 7.16% for
the MSCI World Index.

11.02%

Annualized inception return as of June 30, 2026 for the institutional
class, reflecting the fund's full history beyond Whitman's active
management period.

$6 million to more than $5 billion
Third Avenue said the fund began with $6 million in assets and had more
than $5 billion at its twentieth anniversary in 2010.

$26 billion peak in 2006 to $8 billion in November 2015

Reuters reported that firm assets reached $26 billion in 2006 and fell to
$8 billion by the end of November 2015, before the Focused Credit Fund
shutdown.

$1.1 billion
The SEC cited estimated year-to-date net outflows through December 9,
2015 of more than 145% of the fund's total net assets as of that date.

Charts and timelines

Risk

Timeline

sharemaestro.com

Foreign and sector
concentration

Hong Kong concentration
reduction

Single-name exposure
reduction

Open-end liquidity stress

East Asia about 52% of portfolio

50% to 39%

No position above 8%

Outflows exceeded 145% of net
assets

Born in the Bronx
Syracuse graduate

Penn Central mortgage
bonds

Third Avenue Management
founded

Third Avenue Value Fund
launched

Twentieth anniversary
record

Whitman steps back from
active management

Death

September 30, 1924
B.S. in business

$100,000 investment reportedly
returned 5x

Firm launch

November 1, 1990

12.84% annualized since

inception

Retired from managing flagship
fund

Age 93
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Philosophy Performance

Financial strength first Strong balance sheet TAVFX first 20 years 12.84% annualized

Discount to asset value Substantial discount to readily TAVFX 10-year return at 6.36% annualized
ascertainable NAV October 31, 2010

Balance-sheet primacy No primacy of the income TAVFX 5-year return at -4.52% annualized

challenged earnings account October 31, 2012

obsession

TAVFX 10-year return at 8.08% annualized
Owner's mindset Think like a control buyer October 31, 2012

TAVFX current institutional ~ 11.02% annualized since
class inception

The investor who read the balance sheet first

Martin J. Whitman did not build his reputation by guessing next quarter's earnings. He built it by reading corporate
balance sheets as if they were maps of hidden power. Cash, land, securities portfolios, credit lines, tax attributes,
ownership structures, covenants and refinancing options mattered to him because they could turn a neglected
security into a claim on something worth far more than the quoted price. To Whitman, the stock market was not a
voting machine or a beauty contest. It was a bazaar where pieces of companies were sometimes sold for less than a
knowledgeable buyer would pay for the whole enterprise.

That view made him one of the most distinctive American value investors of the late twentieth century. He was not
merely another disciple of Benjamin Graham buying low price-to-earnings stocks. He wanted well-financed
companies, understandable assets, managements he could respect, and prices that represented a serious discount to
net asset value. If that meant buying Hong Kong holding companies, busted convertibles, real estate securities,
bankrupt railroad bonds or common stocks ignored by conventional growth investors, he was prepared to look
unfashionable for years.

Whitman's phrase for the method was simple enough to sound like a slogan: safe and cheap. The simplicity was
deceptive. Safe did not mean stable stock prices. Cheap did not mean optically low multiples. The discipline
demanded legal work, accounting skepticism, patience and a willingness to think like a control buyer while often
owning only a passive minority position. It produced an enviable long record, a devoted following among deep-value
investors and, eventually, a set of hard lessons about the boundary between asset value and market liquidity.

Why Whitman matters

Whitman matters because he expanded the public vocabulary of value investing. In popular markets, value is often
reduced to a screen: low price to earnings, low price to book, high dividend yield, poor sentiment. Whitman's work
pushed against that shorthand. He asked a different question: what resources does the company control, what claims
stand ahead of the common stock, and how might those resources be converted into wealth for security holders over
time? That made his work a bridge between public-stock investing, private-control valuation and distressed-credit
analysis.

The Third Avenue system that grew around him was unusual in the mutual fund business. It was value investing with
the patience of an owner and the documents-based habits of a creditor. Third Avenue's own description of its
founder's philosophy emphasizes opportunistic, bottom-up investing, discounts to readily ascertainable net asset
value, and attention to the quality and quantity of resources. The firm's public history still presents Whitman's
language as foundational, including his belief that investors should avoid paying up for popular consensus views.
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His importance also comes from his record as a teacher. Whitman wrote books, shareholder letters and regulatory
comment letters that were dense, combative and frequently funny. He taught at Yale, Syracuse and Columbia, and
after a major gift from Martin and Lois Whitman, Syracuse named its business school for him. His influence therefore
traveled through portfolios and classrooms. Many investors who never owned Third Avenue shares absorbed his
central lesson: price matters most when the underlying company has the financial strength to survive the wait.

From the Bronx to Wall Street's less traveled corners

Whitman's biography begins far from the polished language of asset management. He was born in the Bronx in 1924,
served in the U.S. Navy during World War II, and later attended Syracuse University under the G.I. Bill, graduating in
1949. The Depression and wartime experience did not turn him into a timid investor. They made him, by his own later
account, intensely price conscious. He developed a temperament that respected cash, distrusted promotional stories
and preferred hard assets to fashionable narratives.

His early career began in conventional securities analysis. A 2004 profile traced his start to Shearson Hamill in 1950,
followed by research and corporate finance roles at several firms before he formed his own company. The pattern
matters. Whitman was not trained only as a portfolio manager watching screens. He learned to think about securities
inside capital structures, and he came to see corporate events, restructurings and financing choices as central to
investment outcomes.

The result was an investor who never fully separated equity analysis from credit analysis. In his world, common
stocks, bonds and distressed claims were different legal instruments attached to the same underlying enterprise. That
is why he could move between public equities and distressed debt more naturally than many traditional stock pickers.
He cared less about whether an idea fit a style box than whether the security offered a favorable relationship between
price, asset value, creditor protection and long-term wealth creation.

The Penn Central lesson

Whitman's first famous success came from distress, not from a blue-chip stock. In the 1970s he bought mortgage
bonds of bankrupt Penn Central Railway, a transaction later described as a $100,000 investment that returned five
times his money. The episode became part of the Whitman legend because it compressed his method into one case:
an ugly security, a complex legal setting, a hard-asset base and a market price that seemed to underestimate recovery
value.

The Penn Central trade helped set the tone for his later career. Distress investing, as Whitman practiced it, was not
simply buying what had fallen the most. It was a probabilistic exercise rooted in documents, priority, collateral and
reorganized value. He wanted to know where he stood in the capital structure and what a rational restructuring might
produce. If equity investors worried about the market, he suggested, distressed creditors could focus on the contract
and the rights embedded in it.

This is one reason Whitman's version of value investing was more aggressive than the label conservative implied. He
was conservative about balance sheets, legal protections and purchase price. He was aggressive about entering
situations that many investors avoided, including bankruptcies, restructurings and companies with bad current
headlines. The tension between those two instincts would define the best of his career and, later, some of the risks
associated with the Third Avenue brand.

The accidental mutual fund manager

Third Avenue Value Fund was not the product of a conventional marketing plan. In a 2010 account marking the fund's
twentieth anniversary, Third Avenue described Whitman and his colleagues as having entered the mutual fund
business by accident, after taking control of a closed-end fund and making successful investments, including senior
debt of a bankrupt oil-drilling company. Morningstar named Whitman mutual fund manager of the year in 1990, and a
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successor fund followed.

The successor could have carried a more homespun name. Whitman reportedly wanted to call it the Main Street Fund
because safe and cheap seemed more accessible to ordinary savers than to Wall Street professionals. The name was
unavailable, so the fund became Third Avenue Value Fund, reflecting the firm's New York office address. The name
was plain, but the mandate was flexible. The fund could roam across geographies, sectors and security types in search
of the best price-value relationship.

Launched on November 1, 1990 with $6 million in assets, the fund became the flagship expression of Whitman's
approach. By the twentieth anniversary release in 20210, it had more than $5 billion in assets under management, and
Third Avenue said 28 analysts and portfolio managers supported Whitman and co-manager Ian Lapey. The growth was
not just commercial. It showed that a public mutual fund could sell a deeply contrarian, asset-based discipline to a
wide investor base, at least while the record was persuasive.

What safe and cheap really meant

Safe and cheap was often misunderstood because each word carried a special meaning for Whitman. Safe did not
mean immune from mark-to-market loss. Third Avenue's own twentieth anniversary description said the firm
considered companies safe when they had strong balance sheets, understandable businesses and management
teams with proven records as owners and operators. This definition placed financial strength before forecast
precision. If the company could survive adverse conditions, the investor could wait for value to surface.

Cheap meant a substantial discount to readily ascertainable net asset value, or to what a business might be worth to a
private owner or takeover buyer. Whitman therefore cared about real estate appraisals, securities portfolios,
timberland, cash, subsidiaries, tax positions and replacement costs. He also had a particular affection for holding
companies, where public-market discounts could obscure valuable stakes in other businesses. In a 2004 interview, he
described buying holding companies below readily ascertainable net asset value as more comfortable than predicting
earnings.

The philosophy also required saying no. A company could be cheap but unsafe if leverage, litigation, commodity
exposure or managerial weakness threatened permanent capital loss. A company could be safe but not cheap if
market enthusiasm already capitalized its strengths. Whitman's discipline sat at the intersection of both tests. That
made the opportunity set narrower than a simple value screen, but it also made the approach more demanding. The
edge lay not in pessimism alone, but in pairing pessimistic pricing with durable resources.

His quarrel with the income statement

Whitman's most intellectually distinctive fight was against what he called the primacy of the income account. In a
2005 letter to the Securities and Exchange Commission written with Martin Shubik, he argued that all generally
accepted accounting figures mattered in a safe-and-cheap analysis, but that there was usually no basis for treating
income-statement data as more important than balance-sheet data. Corporate wealth, he argued, could be created
through resource conversions and attractive capital-market access as well as through reported earnings and cash
flows.

That critique put him at odds with much of Wall Street's operating rhythm. Analysts built models around quarterly
earnings. Traders reacted to guidance. Managements managed expectations. Whitman thought this focus could blind
investors to value being created elsewhere, especially inside asset-rich companies, holding companies, insurers, real
estate businesses and enterprises with latent financing options. A business could look expensive on reported earnings
and cheap on adjusted asset value, or cheap on earnings and dangerous because the balance sheet was weak.

His accounting skepticism was not anti-accounting. It was a plea to use financial statements as benchmarks rather
than as final truth. He wanted analysts to reconcile the income statement with the balance sheet, then ask what a
trained buyer, creditor or control investor would see. This remains one of his most durable contributions. In an era of
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adjusted earnings, non-GAAP measures and intangible-heavy businesses, Whitman's warning still cuts both ways: do
not worship reported earnings, but do not abandon disciplined accounting judgment.

A portfolio built around assets, not fashion

The mature Third Avenue portfolio could look strange beside conventional U.S. equity funds. Whitman was willing to
own Hong Kong property companies, Japanese industrial holding companies, U.S. real estate operators, financials,
distressed debt and technology companies when their balance sheets made the price compelling. In 2004, his largest
stakes included Toyota Industries, which he viewed partly as discounted exposure to Toyota Motor, and U.S. real
estate companies such as Tejon Ranch and St. Joe.

This flexibility was a strength, but it also created portfolios that could be lumpy, foreign, cyclical and hard for style-box
allocators to classify. In the 2012 annual report, the Value Fund's Hong Kong real estate and investment companies
were the primary performance drivers for the year, while the fund had been reducing its Hong Kong exposure as part of
a diversification plan. The same report identified Wheelock, Henderson Land and Cheung Kong as major contributors,
all tied to the asset-rich structure Whitman favored.

There was method in the oddity. Whitman was not buying Hong Kong because he had a top-down view on China, nor
Toyota Industries because he wanted a simple auto bet. He was trying to acquire resources at a discount through
public securities. The portfolio was therefore a collection of appraisal puzzles. That made it less dependent on
consensus earnings revisions, but more dependent on accurate asset valuation, governance assumptions, patience
and the eventual willingness of markets or corporate actors to recognize value.

Distress as contract work

Whitman's distressed-debt work gave his equity investing a creditor's spine. His 2009 book, Distress Investing:
Principles and Technique, written with Fernando Diz and Daniel D'Aniello, presented distress as a global field shaped
by corporate rehabilitation, capital-market change, leveraged finance and bankruptcy law. The subject suited him
because distress investing forced the analyst to examine the exact claim being purchased rather than rely on broad
market sentiment.

The attraction was clear. Distressed debt could offer defined rights, negotiated influence and recoveries tied to
reorganization value. It also fit Whitman's belief that wealth creation often came through resource conversion:
mergers, recapitalizations, refinancings, asset sales and changes in control. In a distressed situation, those events
were not incidental. They were the central drama. The investor's job was to decide whether the legal claim, purchase
price and enterprise value created a favorable expected outcome.

Yet distress also contained the seed of future problems. The best opportunities could be illiquid, legally complex and
slow to resolve. They rewarded investors with permanent capital, patient clients and the ability to endure long periods
without visible progress. Whitman understood that better than most, but Third Avenue's later history showed how
difficult it could be to house such assets inside vehicles promising daily liquidity. The contract could be attractive and
still be hard to sell when clients wanted cash.

The record that made the doctrine credible

Whitman's reputation did not rest on theory alone. Third Avenue Value Fund's first twenty years were strong enough to
command attention across the mutual fund industry. For the twenty-year period ended November 1, 2010, the fund
returned 12.84% annualized from inception, compared with 9.23% for the S&P 500 Index and 7.28% for the MSCI
World Index. Third Avenue said the fund ranked first among 156 funds with twenty-year records then included in
Morningstar's World Stock category.

The record was not smooth. The same 2010 release showed the fund's five-year annualized return through October
31, 2010 was only 1.18%, trailing the MSCI World Index's 3.11% over that period, though its ten-year return of 6.36%
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outpaced both the S&P 500 and MSCI World. That pattern is essential to understanding Whitman. His method could
beat over long spans while suffering long periods in which investors wondered whether the assets were merely cheap
for a reason.

By October 31, 2012, the institutional class's since-inception annualized return was 11.59%, compared with 9.48%
for the S&P 500 and 7.16% for the MSCI World Index from the fund's November 1, 1990 inception date. A Reuters
obituary later cited Lipper data showing that the fund, which Whitman ran from inception through 2012, had an
average annual total return of 11.1% versus 9% for the S&P 500. Those figures support the legend, but they also
include the scars of the financial crisis and the final years of his management.

The problem with being early, concentrated and stubborn

Value investors often describe patience as a virtue, but clients experience it as time. Whitman's portfolios could
require a great deal of it. The very traits that made an investment attractive to him, such as unpopular assets, hidden
value, complex structures and near-term operating trouble, could delay recognition. A stock trading at 50 cents on an
appraised dollar can trade at 40 cents, then 30 cents, if investors lose faith in the appraisal or need liquidity.

He was candid enough to admit mistakes. In the 2004 profile, Whitman referred to some decisions as stupid, including
a position in Mony Group, which he viewed as poorly managed. The same article noted modest annualized gains for
Mony shares since the end of 1999. That example matters because it shows a limit of asset-based investing:
balance-sheet value can be impaired by management behavior, strategic errors or weak governance before outside
passive holders can force change.

Concentration added another risk. In the 2012 annual report, the Value Fund was still heavily linked to East Asian real
estate and investment companies, even as it reduced exposure. The semiannual report that year described East Asia
as about 52% of the portfolio and Hong Kong exposure at 39% as of April 30, down from 50% on March 1. Those
positions were chosen bottom-up, but investors still bore correlated macro, currency, property and governance risks.

The Focused Credit shadow

Whitman had retired from active management before Third Avenue's most damaging public episode, but the episode
remains part of the firm's legacy because it involved the type of distressed investing he had helped popularize. In
December 2015, Third Avenue Focused Credit Fund moved toward liquidation amid heavy redemptions and
credit-market stress. The SEC later used the episode in its liquidity risk management rulemaking, noting that the fund
had experienced $1.1 billion in estimated net outflows for the year to date through December 9, 2015, more than
145% of total net assets as of that date.

The regulatory lesson was stark. Illiquid or hard-to-price securities can create a first-mover advantage in open-end
funds: investors who redeem early may leave remaining shareholders with a less liquid pool. The SEC cited the Third
Avenue case while discussing how redemptions and forced sales can damage a fund's net asset value. For a firm
associated with distressed credit expertise, the episode was especially painful because it suggested that security
selection and vehicle design had diverged.

A Reuters obituary was blunt about the broader business decline. It reported that Third Avenue's assets had reached
$26 billion in 2006 and fallen to $8 billion by the end of November 2015, just before the Focused Credit shutdown.
That should not be laid entirely at Whitman's feet. He had stepped away from active management, and different teams
made decisions. Still, it forms a cautionary coda to his doctrine: assets that are safe on an ultimate recovery basis may
not be safe inside a structure vulnerable to daily withdrawals.

Teacher, author and philanthropist

Whitman's influence was amplified because he wrote and taught in a voice unlike most asset managers. His
shareholder letters were admired for their specificity and their willingness to argue. Third Avenue later described more
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than thirty years of his letters as a body of investment wisdom, with lessons on security analysis and value investing.
The 2016 anthology Dear Fellow Shareholders collected excerpts from that long run and underscored how central the
letters were to his public identity.

His books formed a parallel curriculum. The Aggressive Conservative Investor, originally from the late 1970s and later
republished, presented value investing through case studies and an owner's perspective. Value Investing: A Balanced
Approach widened the argument against short-term trading and price-movement obsession. Distress Investing
extended his work into troubled securities and reorganizations. Modern Security Analysis, co-authored with Fernando
Diz, carried his critique of conventional Wall Street analysis into a later generation.

Whitman's philanthropy gave his teaching a physical home. Syracuse says Martin and Lois Whitman made a $23
million naming gift in 2003, helping fund a new building for the business school that opened in 2005. The school notes
that Whitman graduated magna cum laude in 1949, taught students over many years, received an honorary degree in
2008 and remained connected to the university until shortly before his death in 2018. For an investor who liked
tangible assets, the building was a fitting form of legacy.

What remains useful now

Whitman's method remains useful because it begins with survival. In markets obsessed with growth narratives, the
question of whether a company can finance itself through bad conditions is still fundamental. Balance-sheet strength
gives management choices. It allows a company to repurchase shares, acquire assets, refinance debt, endure
recessions, or simply wait while competitors weaken. Whitman's focus on quality and quantity of resources is
therefore not a relic. It is a practical defense against overpaying for fragile projections.

His insistence on price consciousness also remains relevant. Third Avenue's current statement of principles still
emphasizes purchasing substantially undervalued securities at significant discounts to conservative estimates of
readily ascertainable net asset value, and it rejects the idea that price volatility is the same as investment risk. That
distinction is central to value investing. Volatility may create opportunity. Permanent impairment comes from paying
too much, misjudging assets, underestimating liabilities or owning a security that cannot survive the wait.

The method is especially useful in areas where accounting earnings understate or distort economic value: property
companies, holding companies, insurers, asset managers, financials, infrastructure owners and capital-intensive firms
with valuable legacy assets. It is less useful when assets are obsolete, liabilities are hidden, governance is hostile, or
capital access is weakening. Whitman's legacy is not a command to buy every discount. It is a demand to ask whether
the discount is paired with resilience.

What is dangerous about the doctrine

The danger of safe and cheap is that the phrase can make difficult judgments sound settled. A balance sheet is not a
fortress if asset values are cyclical, liabilities are understated, covenants are unforgiving or management destroys
value. A stock is not cheap simply because it trades below book value. The book may be stale, the assets may not be
saleable, the minority shareholder may have little influence, and the catalyst may never arrive.

Whitman's career also warns against confusing long-term conviction with immunity from client behavior. Mutual funds
must manage not only portfolio risk but shareholder liquidity. A deep-value manager can be right about ultimate value
and still be forced into bad sales if the vehicle's liabilities are unstable. The later Third Avenue Focused Credit episode
crystallized that mismatch for the broader industry and helped inform regulatory attention to liquidity risk in open-end
funds.

Finally, the method can underweight the power of business quality when asset value is static or declining. Whitman
was not blind to management or long-term wealth creation, but some followers reduce his work to buying discounts.
That is a mistake. His best ideas combined price, resources and future value creation. Without all three, deep value
can become a trap, a collection of securities that look statistically cheap while the underlying companies slowly
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consume the margin of safety.

The final account

Martin J. Whitman died in 2018 at 93, having spent more than six decades in finance. Obituaries described him as a
value pioneer, teacher and founder of Third Avenue Management. The labels are accurate, but incomplete. His real
achievement was to make the balance sheet a moral discipline. He asked investors to know what they owned, what
stood ahead of them, what could go wrong, and what a private buyer or creditor would actually pay.

He was not a smooth modern brand. His writing could be prickly, his portfolios unfashionable, his patience costly and
his views on accounting combative. He could be right for years and wrong long enough to test investors' loyalty. That is
part of his importance. Whitman's career is a corrective to sanitized stories of value investing as a simple march from
cheap purchase to inevitable recognition. He showed that the path runs through ambiguity, legal structure, valuation
judgment and client temperament.

The enduring Whitman lesson is not that balance sheets always win. They do not. The lesson is that a security's price
must be judged against the resources, claims and choices behind it. Safe and cheap was never a promise. It was a
demanding standard. When Whitman met it, he produced one of the more distinctive records in mutual fund history.
When the standard was simplified or the structure was wrong, the same tradition exposed its own risks. That is why his
work still deserves close reading.

Disclosure

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice.
Market data and analysis may be delayed, incomplete, or inaccurate.
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