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CALENDAR QUARTER LETTERS     
As we mentioned in our last quarterly let ter dated October 31, 2016, we have adjusted our 
commentary periods to cover the calendar quarters instead of fiscal quarters.  Shareholder 
Letters published in 2017 will cover the three-month periods ending December 31, 2016; March 
31, 2017, June 30, 2017 and September 30, 2017.  These Letters will be posted to our website 
within the following three weeks after the Calendar Quarter ends.

SIGN UP FOR E-DELIVERY
Investors can sign up for electronic delivery of all Third Avenue Fund communicat ions including 
Shareholder Letters, Prospectuses, and other Reports at www.thirdave.com/edelivery    

Our goal is to cont inue in providing our Shareholders with relevant and t imely information and in the most 
convenient and efficient way.  As always, if you have any quest ions, please call our Client Services desk at 
212.906.1160 or e-mail us at clientservice@thirdave.com
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Third Avenue Value Fund

Dear Fellow Shareholders:

CArpe Diem, patiently
We believe one of the greatest different iators of our 
investment philosophy is how we think about t ime.  Time is a 
precious commodity and we are all familiar with the popular 
colloquialisms such as ?Carpe Diem?, ?Time is Money? and 
?Tempus Fugit?.  Indeed, in the investment community at large 
there seems to be a focus on speed, with some funds trying to 
different iate themselves by even building their own fiber 
opt ic networks to shave milliseconds off order entry.  This is 
hardly how we think about t ime or our competit ive 
advantage.

We highlight the not ion of speed in the financial markets that 
comes from the mathematical term ?Theta?, which is defined 
as the ?measure of the rate of decline in the value of an 
opt ion due to the passage of t ime?1.   In other words, in 
derivat ives or in other finite-lived financial contracts, the 
opt ion value embedded in the financial instrument loses 
value over t ime, even if all other parameters are held 
constant.

In contrast, we, as value investors, are pat ient investors and 
view t ime as our friend.  As long as an underlying corporat ion 
is financially healthy, its equity has an infinite t ime horizon.  
This attribute enables our investment philosophy of 
creditworthiness, book value compounding and purchasing 
at a significant discount to fair value, i.e. valuat ion.  
Creditworthiness is the key, and this is why our investment 
philosophy starts with the balance sheet.  If the corporat ion 
has a strong balance sheet, defined by low leverage and no or 
low legacy liabilit ies that can drain cash flow, it  is more likely 
to be able to survive short-term economic bumps and not be 
forced into selling act ions that can destroy equity value.  A 
strong balance sheet lets us risk t ime as our friend and 
partner, vs. a value that will decay upon inact ion.  A strong 
balance sheet enables pat ience, which is in our opinion, a true 
key to successful value invest ing.  As pat ient buyers and 
pat ient holders, we focus on the long-run ability of an 
organizat ion to build and compound book value growth over 
t ime, with our init ial investment horizon of three to five 
years.  

Pat ient buying is a crit ical feature of our investment process, 
as we build our port folio over t ime.  Our investment teams 
ident ify and research many more companies than we will 

ever invest in over a given year.  As we seek out companies 
that have the requisite balance sheet strength and generate 
superior value creat ion, as measured by book value growth, 
many of these companies do not init ially present compelling 
valuat ion discounts that would just ify immediate purchase.  
The Value team, and indeed all of Third Avenue?s investment 
teams, thus create what are in effect wish-lists of securit ies 
we would like to purchase if the valuat ion discount ever 
materializes.  When our well-researched names on this list  
reach a compelling valuat ion discount to our est imates of fair 
value, we will Carpe Diem ? and act aggressively to add to 
our port folio, as our pat ience has been rewarded.  

Time, as our friend, along with a strong balance sheet also 
shapes how we think of downside protect ion in an 
investment. With a strong balance sheet and a business 
model that can compound over t ime, we are not forced, or 
really even tempted, to sell our equity holdings when an 
enterprise encounters short-term headwinds.  If the ability to 
build book value is not impaired, and this is a crit ical decision 
point, we will look to add to the posit ion on weakness with 
the view that the discount to fair value, i.e., potent ial upside, 
has only increased.  Thus, with a long-term focus, we are not 
short-term players joining the herd in selling, but 
accumulators on weakness.

Performance
For the calendar fourth quarter of 2016, the Third Avenue 
Value Fund  (the ?Fund?) returned a posit ive 4.72%2 vs. the 
MSCI World Index3  at  1.97% and the S&P 5004  at  3.82%.  
For the full year 2016, the Fund returned 13.39% vs. 8.15% 
on the MSCI World and 11.96% on the S&P 500.

Top Performers
Patience was rewarded in the quarter with the top three 
contributors all being banks.  Regional banks Comerica and 
PNC Financial Services were the top two performers while 
The Bank of New York, a trust and custody bank, also was up 
strongly.  We have writ ten consistent ly about the 
opportunity we see in banks and we believe 2016 is likely 
only the start  of a strong period of performance for banks, as 
investors finally seem to have embraced the fact that the 
problems facing banks today are completely different than 
the problems that faced the banks generally during the 
financial crisis.  Today, the banks are very well capitalized, but 
face low loan growth, restrict ive capital regulat ions that are 

1  ?Theta?, www.investopedia.com, January, 2017

2  Please see Appendix for performance table and informat ion.

3  The MSCI World Index is an unmanaged, free float-adjusted market capitalizat ion weighted index that is designed to measure the equity market performance of 23 of the world?s 
most developed markets.

 4  The S&P 500 Index is an unmanaged index (with no defined investment object ive) of common stocks. The S&P 500 Index is a registered trademark of McGraw-Hill Co., Inc.
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prevent ing large buybacks and dividend increases, and low 
interest rates that have dramatically narrowed the spreads 
banks can earn on their strong capital posit ions.  Looking 
forward we see several strong trends cont inuing for the 
bank group generally, including:

- Earnings upside from Federal Reserve interest rate 
increases, as rate hikes will likely not be passed fully 
on to depositors, especially on init ial increases.

- Loan growth should cont inue to strengthen with a 
recovering economy.

- For Comerica, and to a lesser extent PNC, 
recovering oil prices should be a posit ive to credit  
quality and lending.  

- The regional and trust banks should be a major 
beneficiary of Trump Administrat ion policies.  
Assuming these policies are enacted, there should 
be less regulat ion, allowing for a more efficient use 
of the banks? balance sheets and the ability to return 
more of the banks? excess capital to shareholders.   
Any increase in infrastructure spending should drive 
increased loan demand.  

- With their pure play domestic footprint, the regional 
banks should benefit  from any reduced corporate 
tax burden.

- Last, fewer regulat ions should mean more M&A, and 
we see Comerica as a key target.

Top Detractors
The top two detractors were thematic as well, with 
healthcare names Brookdale Senior Living and LivaNova PLC 
weakening in the quarter, in line with the sector in general.  
We cont inued to build our LivaNova posit ion, as the market 
sell-off brought shares back to our cost level, and we 
cont inue to see the real estate value of Brookdale alone 
worth more than the enterprise value of the company.  CK 
Hutchison was the third largest detractor in the quarter.

As we wrote to you in November, we cont inue to see the 
sell-off in the healthcare sector as an opportunity. We 
cont inued to add to Amgen and LivaNova and we init iated a 
new posit ion in Cerner common stock.  While stock market 
valuat ions have suffered under the rhetoric of a potent ial 
repeal of the Affordable Care Act (ACA), we believe that a 
new plan will, at  least in part , cont inue with the crit ical 
component of coverage cont inuing for all Americans.  We 
see the Trump Administrat ion focusing on generic drug 
pricing, and insurance reform (across state lines) as top 
priorit ies, to which the securit ies in the Fund have lit t le or no 
exposure.

New Positions
Cerner (CERN)

Cerner is a leading health care information technology 
company.  We have long admired Cerner as it  is a 
well-financed compounder, having compounded book value 
at an average rate of 16% over the past 10 years.  Delays in 
customer adopt ion of healthcare Information Technology 
(IT) systems as regulatory mandates have lengthened, 

exacerbated by concerns about potent ial changes to the 
ACA and the impact on healthcare IT spend, have negatively 
pressured Cerner?s common stock price down from over $67 
to our init ial purchase cost of approximately $48, giving us 
an opportunity to acquire shares of Cerner common stock at 
an attract ive valuat ion.  

Healthcare IT has been in the sweet spot of spending for 
hospitals as regulatory reform and increasingly complex 
regulatory requirements have driven a greater need for IT 
solut ions.  The ACA and Health Information Technology 
Economic and Clinical Health Act (HITECH) were 
established to transit ion the U.S. healthcare system from 
fee-for-service towards value-based outcomes, i.e., 
incent ivizing hospitals and providers for increasing quality 
of care and pat ient outcomes rather than the volume of 
procedures performed.  As part  of this init iat ive, electronic 
health records systems were required and analyt ics and data 
collect ion to monitor outcomes is increasing.  Cerner is one 
of the market leaders in these systems.  Similar to other IT 
companies, services and software for the installed base of 
systems generates high-margin recurring revenue.  Further, 
many legacy systems are in need of upgrades to enable them 
to meet the new regulatory requirements.  Given its market 
leading posit ion, Cerner has been gaining share and is 
well-posit ioned to cont inue to take share.  In addit ion, there 
has been consolidat ion within the industry, including some 
vendors discont inuing products.

While uncertainty remains regarding the ult imate resolut ion 
of the ACA, we believe the benefit  of increased efficiencies 
that enhanced IT systems provide, along with increasing use 
cases, e.g., populat ion health, will cont inue to bode well for 
Cerner?s business, enabling the company to grow and 
compound value over the longer-term.

Lennar Corporat ion (LEN)

We init iated Lennar in October, and thus wrote up our 
comments in our prior shareholder let ter, but due to the 
shift  in our let ter cadence, we are republishing our thoughts 
from our init ial purchase.

Marty Whitman said in October 1996: ?Given Third 
Avenue?s investment criteria, it  is more accurate to view the 
situat ion as the industry select ing the Fund, rather than 
Third Avenue choosing the industries in which to invest.? We 
think this quote superbly describes the opportunity the 
Value Fund saw in establishing a posit ion in Lennar 
Corporat ion common in the quarter, as the shares sold off 
somewhat inexplicably from nearly $50 per share at their 
recent peak and allowed us to establish a posit ion at just 
over $41.

We have followed Lennar for years as the Real Estate team 
reviewed the posit ion at our weekly research meetings, and 
think the investment case has only improved on a 
fundamental level despite the widening valuat ion discount in 
the shares.  Lennar meets every tenant of our investment 
philosophy.
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The balance sheet is strong and improving. Homebuilding 
net debt to total capital has fallen to 33% as of FY4Q16. 
Much of this improvement is the result  of management?s 
soft  pivot land strategy, which is reducing the durat ion of 
its owned land bank and convert ing its undervalued 
balance sheet assets into cash. 

From a compounding point of view, Lennar cont inues to 
build value through developing its land bank into saleable 
housing units, and by monetizing further transact ion values 
through its mortgage originat ion and t it le insurance 
offerings to its home buyers. Notably, we are pleased and 
support ive of Lennar?s offer to acquire WCIC Communit ies 
(WCIC), a top holding of the Third Avenue Small-Cap Value 
Fund, as Miami-based Lennar knows WCIC?s 100% based 
Florida assets int imately. Lennar not only sees compelling 
opportunit ies to monetize WCIC?s over 14,000 homesites, 
but also synergy opportunit ies from management and 
supplier overlap. Further, in our opinion, Lennar negot iated 
an extremely good price for WCIC, which, when 
considering the value of WCIC?s brokerage operat ion and 
the hidden value of WCIC?s owned coastal tower pads, will 
likely bring tremendous value as Lennar has a strong 
balance sheet to move construct ion of these assets 
forward.

Lennar?s resource conversion out look is compelling, with 
management likely to monetize its non-homebuilding 
investments in FivePoint and Rialto over the next 12-18 
months through sales or spin-outs, and then over t ime, 
potent ially further monetize its Mult i-Family and even its 
Financial Services divisions through sales or partnerships. 
The value creat ion of Rialto, its 3rd party asset-light asset 
management unit  with over $7.3 billion in AUM, and of 
FivePoint, its development and management company with 
over 40,000 homesites and 20 million square feet of 
commercial real estate assets in highly coveted California 
markets are, in our opinion, completely overlooked by the 
markets from a net asset value perspect ive, as their income 
statement impact today belies their t rue value to Lennar 
despite being worth more than 25% of the underlying 
value.

Perhaps Lennar?s most excit ing aspect is the strength of the 
investment case and current undervaluat ion taken without 
the likely strong tailwind of an improving housing cycle. At 
our Value Conference we talked about taking advantage of 
opt ically poor headlines, and Lennar is a real-t ime example. 
We think some of the weakness in Lennar shares in 
October was due to a weak single family home starts 
number for September, down 9.5%. The noise of monthly 
home start  numbers do not impact the long-term value we 
see in Lennar. While Lennar?s sales and earnings are likely 
to strengthen as the single family construct ion cycle 
cont inues to recover from an extended cyclical low looking 
back to 2007, we see this as icing on the cake of our strong 
investment case. At our cost of just over $41 per share, we 
see over 25% upside to our est imate of fair t rading value of 
$53 per share, and longer term potent ial for shares to 

trade to over $66 per share if the single family cycle gains 
steam.

Team Update
At the end of 2016, Vic Cunningham left  Third Avenue 
Management. We wish him well in his new endeavors.  Chip 
Rewey cont inues as Lead Portfolio Manager for the Fund 
and is partnered with Co-PM Yang Lie, a 20-year veteran of 
Third Avenue Management.  We firmly believe that we 
have all the resources we need to manage the Fund with 
the support of the Value Team, and indeed as the Flagship 
strategy for the firm, the broader support of the Real 
Estate Team and the Internat ional Team.

Conclusion
As we look into 2017, we are excited by the opportunit ies 
we see to evaluate new securit ies for purchase and to 
pat ient ly build our weight ings in our exist ing posit ions, as 
the uncertainty around a new polit ical administrat ion 
cont inues to drive individual stock opportunit ies.  At the 
end of the year, the Fund held 37 posit ions, represent ing a 
concentrated, eclect ic and undervalued collect ion of assets 
having lit t le correlat ion with its primary benchmark and 
act ive share of over 99%.  As we look forward over our 
long-term (i.e., three to five year) horizon, we are confident 
in the ability of the Fund?s investee companies to cont inue 
to compound book value and close the undervaluat ion gaps 
to our est imates of fair value.  Time is a friend of the Fund.   
We are confident in our path to outperform both in a 
relat ive and absolute sense over t ime.  We thank you for 
your trust and support.

Sincerely,

The Third Avenue Value Team

Chip Rewey
Lead Portfolio Manager

Yang Lie
Portfolio Manager
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Past performance is no guarantee of future results; returns include reinvestment of all distributions. The above 
represents past performance and current performance may be lower or higher than performance quoted above. 
Investment return and principal value fluctuate so that an investor?s shares, when redeemed, may be worth more or less 
than the original cost. For the most recent month-end performance, please visit the Fund's website at 
www.thirdave.com . The gross expense ratio for the fund?s institutional and investor share classes is 1.13% and 1.38%, 
respectively, as of March 1, 2016.  Risks that could negatively impact returns include: fluctuations in currencies versus 
the US dollar, political/social/economic instability in foreign countries where the Fund invests lack of diversification, 
and adverse general market conditions.  

IMPORTANT INFORMATION
This publicat ion does not const itute an offer or solicitat ion of any transact ion in any securit ies. Any recommendation 
contained herein may not be suitable for all investors. Information contained in this publicat ion has been obtained from 
sources we believe to be reliable, but cannot be guaranteed.

The information in this port folio manager let ter represents the opinions of the port folio manager(s) and is not intended to 
be a forecast of future events, a guarantee of future results or investment advice. Views expressed are those of the 
port folio manager(s) and may differ from those of other port folio managers or of the firm as a whole. Also, please note that 
any discussion of the Fund?s holdings, the Fund?s performance, and the port folio manager(s) views are as of December 31, 
2016 (except as otherwise stated), and are subject to change without not ice. Certain information contained in this let ter 
const itutes ?forward-looking statements,? which can be ident ified by the use of forward-looking terminology such as 
?may,? ?will,? ?should,? ?expect,? ?ant icipate,? ?project,? ?est imate,? ?intend,? ?cont inue? or ?believe,? or the negatives thereof 
(such as ?may not,? ?should not,? ?are not expected to,? etc.) or other variat ions thereon or comparable terminology. Due to 
various risks and uncertaint ies, actual events or results or the actual performance of any fund may differ materially from 
those reflected or contemplated in any such forward-looking statement.

Third Avenue Funds are offered by prospectus only. The prospectus contains important  informat ion, including 
investment  object ives, risks, advisory fees and expenses. Please read the prospectus carefully before invest ing in the 
Funds. Investment  return and principal value fluctuate so that  an investor's shares, when redeemed, may be worth 
more or less than the original cost . For updated informat ion or a copy of our prospectus, please call  1-800-443-1021 or 
go to our web site at  www.thirdave.com. Dist ributor of Third Avenue Funds: Foreside Fund Services, LLC.

Current performance results may be lower or higher than performance numbers quoted in certain let ters to shareholders.

Date of first  use of port folio manager commentary:  January 19, 2017
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Third Avenue smal l-cap Value Fund

Dear Fellow Shareholders:

When we wrote to you two short  months ago, we 
reiterated some of our commentary from our 2016 Value 
Equity Conference where we said that the high level of 
neglect in the Small Cap space offered a consistent flow of 
potent ial investment opportunit ies.  Well, clearly we were 
able to execute on this philosophy in November and 
December, adding four new securit ies to the Third Avenue 
Small-Cap Value Fund (the ?Fund?), bringing to five the 
number of new investments we purchased in the calendar 
fourth-quarter.  

All in all, it  was a busier quarter than we would have 
expected given the strong move up in the small cap indices.  
In addit ion to five new investments, we exited three 
securit ies, two of which were acquisit ion targets.

Performance

In the quarter, the Fund returned 8.85% vs. 14.07%1 for 
the Russell 2000 Value2.  For 2016, the Fund returned 
26.27% vs. 31.74% for the Russell 2000 Value.  It  is worth 
not ing the strong divergence of growth vs. value in 2016 
for the Small Cap indices, as the Russell 2000 Growth index 
returned 3.57% for the quarter and 11.32% for the year.  
While we are not happy about the gap to index 
performance in the quarter, we offer a few words of 
perspect ive.  Our concentrated investment approach yields 
a measure of act ive share of over 95% for the Fund, and in 
the fourth-quarter approximately 40% of our holdings 
were not represented in the Russell 2000 Value Index.  
Thus, by definit ion, in the short  term, the Fund should be 
expected to track different ly than the index, while we st ill 
expect it  to outperform over t ime.  

Addit ionally, the strongest performing sectors in the 
quarter were sectors that are most ?balance 
sheet-challenged? including non-regional bank Financials, 
Energy and Materials.  As we have long discussed, our 
investment philosophy starts with a strong balance sheet, 
and thus we were underweight these sectors which led the 
post-elect ion rally.  We believe this rally, as others like it , 
will normalize over t ime as investors re-value risk-adjusted 
returns.  Said different ly, in an absolute sense, we believe 
the Fund took much less risk than the benchmark in 
achieving its returns for 2016.

Top Performers

The top contributors to performance were regional banks 
UMB Financial Corp. and Commerce Bancshares, as well as 
ICF Internat ional, a policy consult ing and implementat ion 

firm that primarily serves the U.S. Government.  The 
banking posit ions? performance was driven by the trifecta 
of better credit  quality and loan growth, the expectat ion of 
higher interest rates and the expectat ions of new favorable 
policies by the Trump administrat ion, which would 
potent ially ease regulat ions and tax burdens for the sector.  
Despite the strong moves in all of our regional bank 
posit ions this quarter, we st ill are confident our posit ions 
and the sector have good upside due to strong respect ive 
internal strategies, as well as a cont inuat ion of the posit ive 
factors that helped this quarter.  ICFI benefit ted from 
strong new business wins, as well as investor  percept ions 
of robust business prospects related to a possible Trump 
infrastructure spending program.  

Top Detractors

Health Care stocks Allscripts and Brookdale Senior Living 
sold off with the sector in general on fears of business 
weakness related to the potent ial repeal and replacement 
of the Affordable Care Act (ACA).  While we believe 
changes to this program are likely, we believe there will be 
cont inuity of coverage.  It  is more likely that generic drug 
pricing and interstate insurer complet ion are focus areas, 
and the Fund has lit t le or no exposure to these areas. 
Moreover, our investment theses on our names across our 
holdings are solid, as Allscripts cont inues to win new 
business and we believe that Brookdale is trading below 
the value of its Real Estate holdings.  Syntel, an offshore 
processing firm, was another detractor during the quarter. 
Shares of Syntel sold off, related to investor fears of margin 
pressures if the company was forced to hire more domestic 
workers due to new potent ial regulat ions of the Trump 
administrat ion.  We believe these fears are overblown and 
the out look for Syntel?s business of digital migrat ion and 
transformation of customer work flows remains as strong 
or stronger than our original investment opinion.  We did 
increase our holdings of both Brookdale and Syntel in the 
quarter.

New Positions

TriNet  Group (TNET)

TriNet is a human resources solut ions provider for small to 
midsize businesses under the co-employment model.  
TriNet has a strong balance sheet and a visible path to 
compound earnings growth over the next few years as the 
seemingly ever increasing labor regulat ions and rising 
health insurance costs have compelled many small 
businesses (less than 150 employees) to sign on with

1  Please see Appendix for performance table and informat ion.
 2  The Russell 2000 Value Index measures the performance of those Russell 2000 companies with lower price-to-book rat ios and lower forecasted growth values.
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Professional Employer Organizat ions (PEO) to save costs 
and gain expert ise.

TriNet offers outsourced HR administrat ive funct ions such 
as payroll processing, tax administrat ion, employee benefits 
programs, and employment pract ices advisory for its 
corporate clients for a fixed fee per worker. Since insurance 
is a major expense for companies, TriNet also sells health 
and workers? compensation insurance. Many small 
businesses subscribe to this service because they lack the 
scale to manage all HR act ivit ies internally and can benefit  
from volume purchase of health insurance through TriNet. 

TriNet has all of the ingredients to be a mult iyear 
compounder: a large and growing industry due to increasing 
labor regulat ion and complexity, a fragmented industry that 
is primed for more consolidat ion which brings economies of 
scale and lowers risks for acquirers, and a strong 
management team with a proven operat ional track record.  
The combinat ion of its strong balance sheet, recurring 
revenue and high free cash flow also posit ions TriNet to take 
advantage of market opportunit ies for cont inued bolt-on 
acquisit ions.  Based on the fundamentals, we est imate the 
stock?s fair value NAV to be in the range of $33-35 a share, 
which represents  over 30% upside over current trading 
levels.

BMC Stock Holdings (BMC)

BMC Stock Holdings  is one of the largest distributors of 
building materials in the country and a company that has 
been on our radar for many years having been a profitable 
investment for Third Avenue in the past. The company is a 
fairly recent combinat ion of Building Material Holding Corp. 
and Stock Building Supply, a transformative merger 
completed at the end of 2015.  During the quarter, a 
pullback in its stock price in the midst of improving company 
fundamentals created another opportunity for us to invest.

We believe the combined company is facing increasing 
prospects for growth with strong leverage to single-family 
housing starts in the U.S.  Housing starts remain well below 
historical averages despite cont inued household formation 
growth, which should support growing demand for BMC?s 
core building products and services over the medium and 
long term.  Moreover, we believe this growth will be 
increasingly profitable for BMC as the company has been 
focused on shift ing its business toward higher-margin 
value-added products and services such as millwork and 
design services.  A noteworthy example of this is a product 
platform BMC created named Ready-Frame. This innovat ive 
offering delivers packages of pre-cut materials to building 
sites based on the exact specificat ions of blueprints 
uploaded to BMC?s platform by builders, significant ly 
reducing the t ime, labor, and waste required for 
construct ion. 

From a financial perspect ive, the company is well-financed 
as debt levels have been steadily decreasing as management 
has dedicated the company?s strong cash flow to 
deleveraging.  Having made our investment in the company 

at an undemanding valuat ion around 8x EBITDA, we believe 
earnings and valuat ion should grow over t ime as the housing 
market cont inues its steady improvement and BMC 
cont inues to execute on its internal growth init iat ives driving 
significant ly higher margins and cash flow over the coming 
years.

Quanex Building Products Corp. (NX)

We are enthusiast ic about the complet ion of Quanex?s 
transformation act ivit ies to a pure play building supply 
company, as focusing on a few things and doing them 
extremely well are the hallmarks of good companies that 
usually translate to good investment returns. As a 
background, Quanex was organized in Michigan in 1927 as 
Michigan Seamless Tube Company. In 1977 it  changed its 
name to Quanex and moved to Houston. Over the years, it  
diversified into steel and aluminum sheet manufacturing, 
with a very mixed record. Start ing in 2007, the company 
began a transformation by gradually divest ing both the 
original steel and aluminum businesses and acquiring 
components companies. Today, the company is a ?pure play? 
on building products and manufacturing parts for the 
window and door industry. Its main products include 
extruded aluminum and vinyl window frames, flexible glass 
spacers for insulated window panes, window and pat io door 
screens, architectural moldings, and window grills. 

In November of 2015, through the $246MM acquisit ion of 
Woodcraft , Quanex expanded into a related area, 
manufacturing engineered wood doors and drawer fronts 
for the kitchen and bath cabinet industry. We are opt imist ic 
about Quanex?s longer term prospects because of the 
cont inued improvement of resident ial housing construct ion 
(as discussed above in our BMC Holdings commentary) and 
the company?s internal efforts to increase margins. 
Management has done a great job of increasing efficiency, 
improving EBITDA margins from 4.60% in 2012 to 12% in 
Fiscal Year 2016 and is target ing 15% in a few years. 
Management is using Quanex?s strong free cash flow to 
quickly reduce debt. We think the stock has a NAV around 
$27 per share, represent ing approximately 30% upside from 
our purchase price.

Synapt ics, Incorporated (SYNA)

Synaptics supplies human interface product solut ions, i.e., 
touch controller, display driver, integrated touch and 
display, and fingerprint authent icat ion products, which are 
used in smartphones, tablets, PCs and other electronic 
devices.  The increasing prevalence of electronic devices in 
our daily lives cont inues and more and more, devices are 
geared toward ease of use, including larger displays and 
being touch enabled.  The smartphone in your pocket, the 
tablet used to read your daily news and perhaps even the 
PC/laptop your children use for their homework ? they are 
all likely touch-enabled.  They may also have fingerprint 
authent icat ion, perhaps only for device security (i.e., to 
unlock the device), but increasingly applicat ions such as 
mobile payments, banking and on-line shopping are 
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expected to move toward fingerprint solut ions for 
enhanced security and convenience.  Automotive 
applicat ions for both touch and fingerprint sensors are also 
increasing, as evidenced by increasing displays in vehicles? 
instrument clusters, infotainment, etc.  

Demand for consumer devices is cyclical and technological 
change is rapid.  However, we believe Synaptics is 
well-posit ioned in its markets.  Its net cash balance sheet 
provides it  the wherewithal to cont inue to invest in R&D 
and weather cyclicality, and while not integral to our 
investment thesis, the company could be an attract ive 
takeover candidate for the likes of Samsung or Apple or 
another smartphone manufacturer, if they wanted to bring 
the technology in-house or a broader semiconductor chip 
manufacturer. We were able to acquire shares of Synaptics 
common stock at an attract ive discount to our est imated 
mid-case NAV on concerns of gross margin pressure as 
Synaptics experienced a faster-than-expected ramp in its 
integrated touch and display product to the lower-end 
phone market.  As that product cont inues to ramp and the 
company employs cost improvement measures along with 
increasing volume of higher margin fingerprint solut ions, 
we believe the gross margin pressure should abate.

Korn/Ferry Internat ional (KFY)

As we have shifted the t ime period of our report ing as of 
this let ter, we will republish our thoughts on Korn/Ferry, a 
posit ion init iated in October.

Many of you may recognize the strong brand name of 
Korn/Ferry Internat ional, but you may not have not iced the 
business transformation the company has undertaken 
anchored by its December 2015 purchase of the Hay 
Group.  Korn/Ferry is best known for its execut ive 
recruit ing.  It  is a top brand name in this highly fragmented 
industry, with a strong offering on the more resilient and 
niche C-suite space. Most of its job searches have an annual 
compensation of $300,000 or more. 

With the acquisit ion of the Hay Group, Korn/Ferry has 
leveraged this valuable network at the C-suite level and 
brought crit ical mass to its human resources advisory 
businesses. The goal is to engage more with its corporate 
clients beyond placing top level personnel and to provide a 
more stable revenue stream than a purely search-driven 
business model.  When acquired, Hay Group earned an 
uninspiring 8% on its revenue, or $40 million in EBITDA. 
Eleven months after the integrat ion, the Hay Group has 
begun to deliver on its projected benefits and synergies.  
We est imate that Hay?s EBITDA margin already improved 
from 8% to 12%, and should cont inue to grow to 15-16% 
over the next two years. 

Addit ionally, Korn/Ferry has also expanded into mid-level 
recruit ing and recruitment process outsourcing via its 
Futurestep segment where it  is leveraging its connect ions 
with large clients. While Futurestep is st ill small, 
contribut ing only about 10% of total earnings, it  has high 
growth potent ial. 

Korn/Ferry is a strong cash generator and st ill retains a net 
cash posit ion on its solid balance sheet. We feel that 
investors underappreciate the new Korn/Ferry in its 
financial strength and in the transformation brought by the 
Hay Group and Futurestep, both of which materially lessen 
the volat ility of the core search business while also 
support ing broader revenue growth and earnings power. 
At our purchase cost of about $20.50, we saw the stock as 
extremely inexpensive, trading at 9.2X price to earnings 
rat io and 7.3% free cash flow yield, a strong balance sheet 
and a highly visible path to compounding earnings and 
book value growth.

Conclusion

We have remarked that the small cap universe offers a 
perennial universe of investment opportunit ies and this 
quarter?s diverse list  of new posit ions, from health care to 
building materials, technology and business services serve 
to re-emphasize our view.  Addit ionally, our different iated 
approach to stock select ion is evident in that three of our 
six new buys are securit ies of companies that are not 
represented in our primary index.  Post the strong finish to 
2016, our work-in-process lists are st ill full of potent ial 
investment ideas and we have the framework and 
discipline to harvest top performers to fund new buys.  

While our philosophy and process have no call on a macro 
forecast, we are confident the combinat ion of strong 
balance sheets and book value growth of our port folio 
companies can outperform over the long term, 
independent of the broader market movements.  

We thank you for your trust and support and look forward 
to writ ing to you in April.  

Sincerely,

Third Avenue Small-Cap Value Team

Chip Rewey
Lead Portfolio Manager

Tim Bui
Portfolio Manager
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Past performance is no guarantee of future results; returns include reinvestment of all distributions. The above 
represents past performance and current performance may be lower or higher than performance quoted above. 
Investment return and principal value fluctuate so that an investor?s shares, when redeemed, may be worth more or less 
than the original cost. For the most recent month-end performance, please visit the Fund's website at 
www.thirdave.com .  The gross expense ratio for the fund?s institutional and investor share classes is 1.14% and 1.39%, 
respectively, as of March 1, 2016.  Risks that could negatively impact returns include: fluctuations in currencies versus 
the US dollar, political/social/economic instability in foreign countries where the Fund invests, lack of diversification, 
volatility associated with investing in small-cap securities, and adverse general market conditions. 

IMPORTANT INFORMATION
This publicat ion does not const itute an offer or solicitat ion of any transact ion in any securit ies. Any recommendation 
contained herein may not be suitable for all investors. Information contained in this publicat ion has been obtained from 
sources we believe to be reliable, but cannot be guaranteed.

The information in this port folio manager let ter represents the opinions of the port folio manager(s) and is not intended to 
be a forecast of future events, a guarantee of future results or investment advice. Views expressed are those of the 
port folio manager(s) and may differ from those of other port folio managers or of the firm as a whole. Also, please note that 
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2016 (except as otherwise stated), and are subject to change without not ice. Certain information contained in this let ter 
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investment  object ives, risks, advisory fees and expenses. Please read the prospectus carefully before invest ing in the 
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Third Avenue real  estate Value Fund

Dear Fellow Shareholders:

We are pleased to provide you with the Third Avenue Real 
Estate Value Fund?s (the ?Fund?) report  for the quarter 
ended December 31, 2016. This quarter marks an 
abbreviated period as the Third Avenue Funds have elected 
to circulate our quarterly let ters on a calendar year-end 
going forward (previously October 31) to more closely align 
with the report ing periods for a number of the Funds? 
stakeholders. For the year ended December 31, 2016, the 
Fund returned +5.82% (net of fees)1 versus +4.99% (before 
fees) for the Fund?s most relevant benchmark, the FTSE 
EPRA NAREIT Developed Index2. While the Fund 
outperformed for the calendar year, Fund Management 
remains most focused on long-term performance where it  
has also exceeded the index, earning a +10.63% annualized 
return since its incept ion in 1998. 

Even though our let ter represents a condensed period, 
there was no shortage of corporate developments in the 
port folio. We believe these events are likely to surface 
addit ional value in a number of the Fund?s holdings during 
2017. For instance, the Fund has approximately 4% of its 
capital invested in Global Logist ic Propert ies, a Real Estate 
Operat ing Company (?REOC?) listed in Singapore that is a 
leading owner of industrial real estate in the United States 
(?US?), China, and Japan. During the quarter, there were 
reports that the company had engaged investment bankers 
to explore a sale of the business. These reports were later 
confirmed by the company. Should a transact ion occur, the 
discount at which Global Logist ic common trades to the 
private market value of its irreplaceable port folio of 
distribut ion centers and sizable asset management 
platform would likely be eliminated, which could result  in 
further gains for this mult i-year investment. 

Another large investment in the Fund is Forest City Realty 
Trust (5% of assets) which has been a long-t ime holding. The 
company current ly owns a diversified port folio of office, 
retail, and mult i-family propert ies in some of the top 
markets in the US (e.g., New York, Washington, D.C., San 
Francisco, etc.) and controls some of the most strategic 
developments in the country (e.g., Pacific Park in Brooklyn, 
Stapleton in Denver, and the Yards in D.C.). Recently Forest 
City announced that it  has collapsed its dual-class share 
structure and made further corporate governance 
improvements by agreeing to add addit ional independent 
members to its Board. The company is also in the process of 

selling its retail port folio in an effort  to become more 
focused around its mixed-use holdings in urban markets. 
Once finalized, it  will mark the complet ion of a significant 
transit ion for the company as it  has reposit ioned itself from 
a diversified REOC that was viewed to be family controlled 
and operat ing with above-average debt levels to a t ight ly 
focused Real Estate Investment Trust (?REIT?) with 
high-quality assets, modernized corporate governance, a 
more sustainable capital structure, and unique growth 
angles through its prudently sized development projects. As 
a result , it  is our view that the company will finally be 
rewarded with a stock price that is more reflect ive of Forest 
City?s valuable real estate port folio and projects. 

Two other companies held in the Fund, Vornado Realty 
Trust and FNF Group, have also had significant 
developments announcing intent ions to spin-off major 
subsidiaries in 2017. Vornado is a US-based REIT that 
announced it  will be spinning off its Washington D.C. 
port folio into a separately listed business  (to be named JBG 
Smith Propert ies) leaving it  as a more focused owner of 
class-A office and retail propert ies in New York City. FNF 
Group is a US-based holding  company that will be 
distribut ing its 35% stake in separately traded Black Knight 
Financial Services (an information services company), after 
which the company will reconst itute itself around its 
wholly-owned Fidelity Nat ional Financial business, the 
leading t it le insurer in the US. As these transact ions take 
place, the complexity discounts at which the common 
stocks of Vornado and FNF Group current ly trade should be 
eliminated and the underlying value of the strong platforms 
and franchises should ult imately be recognized by other 
market part icipants.  

When analyzing companies and evaluat ing the investment 
merits of the securit ies that they issue, Fund Management?s 
primary interests rest in corporate fundamentals. However, 
sometimes there are developments in related areas which 
are of such great importance that they require 
considerat ion as to how they can impact condit ions moving 
forward. During the quarter there was such an event:  the 
elect ion of a new President of the US alongside the 
Republican Party retaining a majority in both the US House 
of Representat ives and the US Senate. With all three 
branches of the US government now controlled by 
Republicans for the first  t ime since 2007, sweeping changes 
are expected as it  relates to taxes, trade, regulat ions, etc. 

INSTITUTIONAL:  TAREX  | INVESTOR: TVRVX

December 31, 2016 Michael Winer   |  Lead Portfolio Manager
Jason Wolf, CFA  |  Lead Portfolio Manager

Ryan Dobratz, CFA   |  Lead Portfolio Manager

Portfolio Manager Commentary

1  Please see Appendix for performance table and informat ion.  

2  The FTSE EPRA/NAREIT Developed Real Estate Index was developed by the European Public Real Estate Associat ion (EPRA), a common interest group aiming to promote, 
develop and represent the European public real estate sector, and the North American Associat ion of Real Estate Investment Trusts (NAREIT), the representat ive voice of the US 
REIT industry. The index series is designed to reflect the stock performance of companies engaged in specific aspects of the North American, European and Asian Real Estate 
markets. The Index is capitalizat ion-weighted.  
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In Fund Management?s view, it  is too early to know what the 
impact of these policies will be with a high degree of 
certainty. However, through discussions with policy 
experts--as well as reviewing publicly available frameworks 
and agendas--early indicat ions seem to point to a net 
posit ive for commercial and resident ial real estate in the US, 
as well as for real-estate related businesses, when 
considering the following high-agenda items:

- Tax Reform   Should a proposed reduct ion in the 
corporate tax rate for US corporat ions be 
implemented, US corporate taxpayers would see a 
significant boost in cash flow and earnings 
all-else-being equal (although it  rarely is). For 
instance, a reduct ion in the corporate tax rate from 
35% to 20% would increase net earnings by 
approximately 25%. At the present t ime, nearly 
two-thirds of the Fund?s investments in the US are 
comprised of tax-paying ent it ies rather than REITs 
(which forego paying corporate tax in exchange for 
distribut ing 90% or more of net income as 
dividends annually) so the impact of corporate tax 
reform could be substant ial. In general though, real 
estate should benefit  across the board should the 
proposed reduct ion in corporate and personal 
income tax rates boost spending, thus creat ing 
addit ional demand for space and further increasing 
occupancy levels and rental rates (part icularly for 
office and industrial propert ies). Addit ional jobs 
would also likely spur demand for housing 
(mult i-family and single-family construct ion). 

- Trade    Given the local nature of the real estate 
business, few holdings should be direct ly impacted 
by changes in trade policies. However, the Fund?s 
investments in companies that own high-quality 
t imberlands (Weyerhaeuser and Rayonier) stand as 
an except ion. These businesses could benefit  
enormously if the recent ly-elected administrat ion 
takes a stronger stance on limit ing subsidized 
lumber imports from Canada through a revised 
Softwood Lumber Agreement (?SLA?). The prior 
agreement expired in 2015 and without any tariffs 
in place since, Canadian lumber imports have 
surged, depressing lumber and saw log prices for US 
companies. One group that could suffer from 
proposed changes to trade policies is retailers that 
import a significant amount of goods 
internat ionally, primarily fashion retailers that 
source goods overseas. Should these businesses 
face an excise tax on imported merchandise, profits 
margins would likely decline (assuming price 
increases can?t be passed through), thus reducing 
the amount of profits those retailers would have 
available to pay to rent retail space. This potent ial 
development reinforces Fund Management?s view 
that investments in retail real estate should be 
focused on market dominant centers in ?must-have? 
locat ions while avoiding commodity retail locat ions 
as out lined further herein. 

- Regulat ion    Property companies are primarily 
subject to local zoning laws and ordinances. 
However, many companies in the land development 
business are subject to federal regulat ions including 
the Clean Water Act, Endangered Species Act, etc. 
The new administrat ion may take steps to relax 
regulat ions that have historically caused inordinate 
delays and costs associated with development 
approvals for major projects. In addit ion, certain 
real-estate related businesses held in the Fund such 
as US Banks (PNC Financial Services Group and 
Zions Bancorporat ion) could stand to benefit  
should current regulat ions (i.e., Dodd-Frank) be 
revised so that the costs of compliance are reduced 
and more flexibility is allowed as it  relates to 
returning excess capital to shareholders and 
engaging in M&A act ivity (which has been almost 
non-existent in the past decade). One area that 
could face near-term disrupt ions, though, is the 
resident ial real estate market as any unforeseen 
reforms to Fannie Mae and Freddie Mac could 
further restrict  mortgage availability. Addit ionally, 
limitat ions on interest deduct ibility could reduce 
the incent ives to own a home. In general, Fund 
Management believes that the incoming 
administrat ion?s announced policies should not 
negat ively affect the resident ial market and 
jeopardize the current recovery. 

The observat ions above are certainly not all encompassing 
and there are a number of other suggested reforms that 
could impact property in a significant way. For example, it  is 
proposed in the Better Way Plan (a summary of proposed 
changes from the House of Representat ives) that any 
investment in tangible property (not land but buildings and 
improvements) would be immediately deduct ible from 
taxable income. Such an incent ive would likely spur 
corporate taxpayers to purchase propert ies, not lease, to 
enjoy the immediate reduct ion and invest in new 
development outside of city centers (where land is a lower 
component of the cost relat ive to urban centers). Such a 
change doesn?t seem to create the incent ives that reforms 
like these strive to target, but it  does reinforce our long-held 
view at Third Avenue that acquiring securit ies in 
well-capitalized companies at prices that represent a 
discount to conservat ive est imates of Net Asset Value 
(?NAV?) while having excess cash for unexpected 
opportunit ies, is the only way to navigate through such an 
uncertain world. It  also pays to prepare for the unexpected. 
And with prospects for growth rates increasing under such 
policies, and in turn leading to higher inflat ion and interest 
rates, it  is worth considering how a real estate allocat ion 
(and in part icular the Fund) would behave in such an 
environment.

Portfol io Activity
As out lined in the previous quarterly let ter, Fund 
Management set out nearly four years ago to reposit ion the 
Third Avenue Real Estate Value Fund as a real estate 
port folio that would not only strive to protect capital in a
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 rising interest rate environment--but as one that could 
potent ially benefit  from it . The basis for the shift  was 
simple: record amounts of capital had flowed into 
commercial real estate investments given their ?yield 
appeal?, driving down cap rates (init ial yields) for 
commercial propert ies to record low levels, result ing in 
historically high property values that may not prove 
durable over an extended period of t ime. Recognizing that 
higher interest rates would likely lead to higher cap rates, 
and thus lower asset values for most property types, Fund 
Management began reposit ioning the port folio to 
withstand such a scenario. 

As we out lined in the Fund?s letter for the quarter ended 
January 31, 2013, in order to protect the Fund?s capital 
against the threat of rising interest rates we reduced the 
Fund?s exposure to yield-oriented real estate securit ies 
(e.g., REIT?s) that had been bid up in price by yield-oriented 
investors.  REIT stock prices rose to levels represent ing 
premiums to Net Asset Value (?NAV?) part icularly due to 
large inflows into passive strategies such as index funds 
and ETF?s. Instead, we focused on invest ing the Fund?s 
capital in (i) companies with securit ies trading at discounts 
to more durable property values that were generally more 
dependent upon a company specific event to surface value 
as opposed to the general direct ion of interest rates and (ii) 
property types that had shorter-term leases such as retail, 
industrial, and mult i-family propert ies where cash flows 
can increase in an inflat ionary environment to offset higher 
cap rates, as opposed to property types such as healthcare 
and net-lease where cash flows are largely locked-in for 
terms of twenty years or more. 

Further, in an effort  to potent ially benefit  from rising 
interest rates, the Fund also increased its exposure to real 
estate related businesses which could be viewed as more 
economically sensit ive due to strong t ies to the U.S. 
resident ial markets (in part icular the construct ion of 
single-family homes) as well as commercial real estate 
companies with well-located development projects that 
could potent ially capitalize on demand recovery and earn 
outsized returns relat ive to their peers who were acquiring 
assets at record-low cap rates. In addit ion, the Fund 
init iated modest investments in real estate related 
businesses whose earnings had been depressed due to the 
record-low interest rate environment and would likely 
prosper in a higher-rate environment (e.g., U.S. Banks). 

Since that t ime, there have been three periods where the 
yield on the 10-year US Treasury has increased by more 
than 0.5% (50 basis points) over two or more months. As 
shown in the chart  below, the Fund has provided drast ically 
different returns in those t ime periods relat ive to real 
estate benchmarks and most real estate mutual funds. In 
fact, the Fund has provided an average return of +2.3% in 
these periods of rising interest rates while the Fund?s most 
relevant benchmark, the FTSE/EPRA NAREIT Developed 
Index , has generated an average return of -10.7% and the 
MSCI US REIT benchmark3 , the RMZ Index, has generated 

an average return of -8.4%. Using these three periods as a 
guide, the Fund?s posit ioning seems to be accomplishing 
what we originally set out to achieve in 2012 in terms of (i) 
striving to protect capital in periods of rising rates and (ii) 
potent ially benefit ing from it . In the process, we believe 
that the Fund has established itself as a real estate 
alternat ive for those who share our skept icism that rates 
will remain at exist ing levels in perpetuity, but also believe 
that property (and other real assets) is a well-suited place 
to invest capital and protect it  from inflat ion over t ime. 

With this framework in mind, the Fund?s recent act ivity has 
supported the posit ioning out lined above. The Fund further 
reduced its US REIT exposure, increased its resident ial 
related posit ions such as Lennar Corp. (?Lennar?), and 
init iated a special situat ion investment in Parkway Inc. 

The capital raised through the reduct ions in US REIT 
investments was used to increase certain exist ing 
investments whose risk-adjusted return prospects seemed 
superior. Most notably, we have added to our holding in the 
common stock of Lennar, which is now a top posit ion in the 
Fund. As out lined in previous let ters, Lennar is a 
well-capitalized and well-managed US homebuilder that 
focuses on some of the most desirable markets on the West 
Coast, Texas, and throughout the Southeast. While Lennar 
is widely recognized as a best-in-class homebuilder, it  is 
now much more than that. Over the past few years the 
company?s highly-regarded management team has 
strategically built  out other platforms including: (i) one of 
the most valuable land development companies in the US 
through its investment in Five Point Communit ies; (ii) one 
of the largest developers of apartment communit ies 
through Lennar Mult ifamily; (iii) a sizable commercial real 
estate investment and asset management platform in its 
Rialto subsidiary; and (iv) a profitable mortgage and t it le 
business in Lennar Financial Services. Looking out over the 
next few years, it  seems likely that Lennar will take steps to 
establish some of the subsidiaries as standalone businesses 
to surface value (e.g., Five Point, Lennar Mult ifamily, and 
Rialto), leaving Lennar as more of an asset-light 
homebuilder that may trade at a premium to book value 
given the increasing cash  flow profile of its highly
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profitable homebuilding business as home starts return to 
more normalized levels. More recent ly, though, Lennar 
Common has been trading at prices that imply nearly book 
value and less than 10 t imes earnings for its core 
homebuilding business while ascribing only modest 
valuat ions for its strategic investments

The Fund also init iated a ?special situat ion? investment in 
the common stock of Parkway Inc. (?New Parkway?) as it  
was spun out of Cousins Propert ies (?Cousins?) as a 
separate ent ity in conjunct ion with Cousins merging with 
Parkway Propert ies (?Old Parkway?). Cousins and Old 
Parkway were both US REITs that owned office port folios 
located in the Southeastern port ion of the US. However, 
both companies traded at discounted valuat ions because 
of their outsized exposure to the Houston market, which 
has been under pressure given the recent retrenchment of 
energy related businesses and new supply coming on-line 
in a number of sub-markets. In order to address this issue, 
Cousins and Old Parkway announced that they would 
merge into a combined company creat ing one of the 
leading owners of office space in the Southeast and 
spin-out the combined Houston port folio into a separate 
company that would be named Parkway Inc. and control 
more than 8 million square feet of office space in Houston 
including a market leading posit ion in the Greenway Plaza 
sub-market. As we have witnessed in a number of spin-offs 
over the years, the shares of New Parkway were sold 
indiscriminately by legacy shareholders leaving Parkway 
Common trading at prices that represented a significant 
discount to the private market value of the underlying 
port folio. In this case, the Fund purchased shares at prices 
that implied a 10% plus cap rate (which is based off of 86% 
occupancy) and values of nearly $180 per square foot (a 
significant discount to replacement cost).  While Fund 
Management recognizes that fundamentals in Houston are 
unlikely to improve anyt ime soon, it  is our view that the 
public markets will ult imately recognize the value when 
market condit ions within Houston stabilize. If not, 
Parkway?s control group (which the Fund has been 
invested alongside before at Thomas Propert ies Group and 
Old Parkway following a merger of the two ent it ies) could 
engage in a series of private market transact ions over t ime 
to eliminate the price to value discrepancy that exists 
today. 

Positioning
At year-end, the Fund has approximately 46% of its capital 
invested in property companies that are involved in 
long-term wealth creat ion. Some of these holdings include 
Land Securit ies, Cheung Kong Property, Forest City Realty 
Trust, Westfield Corp, Brookfield Asset Management, 
Wheelock & Co., and Henderson Land. Each of these 
enterprises is incredibly well-capitalized, trades at a 
discount to NAV, and seems capable of increasing NAV by 
10% or more per year (including dividends) through 
further appreciat ion in the value of the underlying assets 
as well as by undertaking addit ional development and 

redevelopment act ivit ies and by making opportunist ic 
acquisit ions. The Fund also has 34% of its capital invested 
in real estate related businesses that have strong t ies to 
the US resident ial markets such as t imberlands 
(Weyerhaeuser & Rayonier), land development (Five Point 
Holdings and Tejon Ranch), homebuilding (Lennar Corp), 
and home improvement (Lowe?s). As out lined in more detail 
below, all of these businesses seem poised to benefit  from 
a further recovery in housing fundamentals. An addit ional 
15% of the Fund?s capital is invested in special situat ions 
such as Colonial in Spain, IVG in Germany, and Trinity Place 
Holdings in the US. The amount of capital allocated to 
special situat ions declined during the year as certain M&A 
candidates have been reduced for valuat ion reasons (i.e., 
U.S.,  European, & Australian REITs) and is likely to decline 
further in the first  part  of 2017 as IVG has recent ly agreed 
to sell its office port folio to funds affiliated with the 
Blackstone Group with the proceeds expected to be 
returned to shareholders via a special dividend in the first  
quarter. The remaining 5% of the Fund?s capital is in cash 
and equivalents as the Fund remains nearly fully-invested, 
given the double-digit  discount at which the securit ies 
trade relat ive to Fund Management?s conservat ive 
est imates of NAV. The Fund also cont inues to maintain its 
hedges on the Euro and Hong Kong Dollar exposure. 

Value Conference
During the quarter, Third Avenue Management hosted its 
Value Equity Conference in New York City where its 
investment professionals provided updates on the Real 
Estate, Value/Small Cap, and Internat ional strategies as 
well as on select deep value opportunit ies within the 
various port folios. In conjunct ion with the conference, 
Third Avenue released copies of Dear Fellow 
Shareholders? 4 a recent ly published compilat ion of 
shareholder let ters writ ten by Third Avenue?s founder 
Marty Whitman. These letters span more than 30 years of 
his esteemed investment career and out line the foundation 
for Third Avenue?s balance sheet approach to value 
invest ing. 

Within the book, there are count less concepts that Fund 
Management adheres to when analyzing real estate 
securit ies and managing the Third Avenue Real Estate
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Value Fund. One that we discussed in detail at  the 
conference was the view that as long-term value investors 
at Third Avenue, we don?t necessarily select industries but 
instead they ?choose us.? At first  this wouldn?t seem to be 
the case as managers focused on real estate and real estate 
related securit ies, but the concept is actually quite relevant 
as we have never strived to allocate a certain amount of the 
Fund?s capital into a part icular market or property type 
simply to be in line with widely followed benchmarks. 
Instead, we invest capital in real estate securit ies that offer 
compelling discounts to durable values while taking a 
longer-term view. And as we discussed at the conference, 
there seem to be three areas in global real estate offering 
outstanding value at the present t ime. 

First , we see outstanding value in the securit ies of real 
estate related businesses that have strong t ies to the US 
resident ial markets, especially those with exposure to 
further gains in the product ion of new homes and 
associated purchase act ivity. After many years, first-t ime 
homebuyers are finally returning to the market, driving an 
increase in single-family construct ion. In fact, annualized 
home starts recent ly surpassed 1.3 million units in October 
2016 marking an 8-year high with single-family homes 
providing the vast majority of the gains by increasing more 
than 20% year-over-year. This act ivity remains below 
long-term averages, though, despite a significant ly larger 
populat ion in the US and a shortage of inventory in most 
key markets. The primary impediments limit ing a return to 
more tradit ional levels of construct ion include a shortage 
of improved lots, a lack of skilled labor, and more 
restrict ive financing availability. Pressure seems to be 
alleviat ing on all three fronts and should ult imately result  
in more normalized levels of building act ivity, further 
boost ing the earnings and cash flows of those 
well-capitalized businesses that have batt led through this 
choppy recovery. This includes the Fund?s investments in 
t imber companies Weyerhaeuser and Rayonier, land 
development companies Five Point Holdings and Tejon 
Ranch, homebuilder Lennar Corp, home improvement 
retailer Lowe?s, and t it le insurer FNF Group. 

The second area offering outstanding value is in the 
securit ies of well-capitalized property companies that own 
irreplaceable port folios of assets in outstanding markets 
but are current ly out of favor due to near-term headwinds. 
This primarily includes companies with large investments 
in London and Hong Kong and to a lesser extent energy 
related markets like Houston (e.g., Parkway). As out lined in 
detail in the Fund?s prior let ter, property companies based 
in the UK are current ly dealing with the uncertainty of 
what impact ?Brexit? will have on occupier markets 
part icularly financial services. In Hong Kong, real estate 
businesses cont inue to trade at steep discounts to private 
market values largely due to the lack of a takeover market 
and what are believed to be outdated corporate structures 
and capital allocat ion policies. When looking out over the 
next 2-3 years, it  seems likely that these issues will be 
further addressed, alleviat ing the large discounts at which 
the common stocks for companies like Land Securit ies, 

Cheung Kong Property, Henderson Land, and Wheelock & 
Co current ly trade (anywhere from 30-60% discounts to 
published NAV?s). 

Finally, the third area current ly offering compelling values 
for longer-term investors is in a select set of real estate 
businesses that are capitalizing on secular changes within 
property markets to put their exist ing asset bases to a 
higher and better use. These trends primarily include the 
shift  to ?live-work-play? environments and the cont inued 
transformation of retail shopping patterns given the rise of 
e-commerce. Therefore, the Fund is concentrat ing its 
capital in commercial real estate companies like Forest 
City, Brookfield, and Vornado that can further transform 
their concentrated property holdings to meet the needs of 
real estate users, which are increasingly looking for 
mixed-use environments within urban sett ings. In addit ion, 
the Fund cont inues to avoid commodity-like shopping 
centers, instead focusing on dest inat ion centers--like those 
owned by Westfield Corp--which serve as the primary 
point of contact for retailers and customers in a given 
market and are increasingly being sought after by 
?e-tailers? as they adopt an omni-channel business model. 
The Fund also remains invested in product ive industrial 
real estate port folios like those owned by First  Industrial, 
Segro, and Global Logist ics which cont inue to enjoy a 
structural increase in demand from tenants given the rise 
of e-commerce and the distribut ion networks needed to 
support those act ivit ies. 

With the vast majority of the Fund?s capital invested in 
these three pockets of global real estate--alongside a select 
set of ?special situat ion investments? and an avoidance of 
most yield-sensit ive real estate securit ies--we believe the 
Third Avenue Real Estate Value Fund is posit ioned to 
cont inue to provide superior risk-adjusted returns as it  
enters its 19th year of operat ions. 

We thank you for your cont inued support and look forward 
to writ ing to you again next quarter. 

Sincerely,

The Third Avenue Real Estate Value Team 

Michael Winer
Lead Portfolio Manager

Jason Wolf
Lead Portfolio Manager

Ryan Dobratz
Lead Portfolio Manager
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Past performance is no guarantee of future results; returns include reinvestment of all distributions. The above represents past 
performance and current performance may be lower or higher than performance quoted above. Investment return and principal 
value fluctuate so that an investor?s shares, when redeemed, may be worth more or less than the original cost. For the most recent 
month-end performance, please visit the Fund?s website at www.thirdave.com. The gross expense ratio for the fund?s institutional 
and investor share classes is 1.15% and 1.40%, respectively, as of March 1, 2016. Risks that could negatively impact returns include: 
overbuilding and increased competition, increases in property taxes and operating expenses, lack of financing, vacancies, 
environmental contamination and its related clean-up, changes in interest rates, casualty or condemnation losses, and variations in 
rental income.  

IMPORTANT INFORMATION

This publicat ion does not const itute an offer or solicitat ion of any transact ion in any securit ies. Any recommendation 
contained herein may not be suitable for all investors. Information contained in this publicat ion has been obtained from 
sources we believe to be reliable, but cannot be guaranteed.

The information in this port folio manager let ter represents the opinions of the port folio manager(s) and is not intended to 
be a forecast of future events, a guarantee of future results or investment advice. Views expressed are those of the 
port folio manager(s) and may differ from those of other port folio managers or of the firm as a whole. Also, please note that 
any discussion of the Fund?s holdings, the Fund?s performance, and the port folio manager(s) views are as of December 31, 
2016 (except as otherwise stated), and are subject to change without not ice. Certain information contained in this let ter 
const itutes ?forward-looking statements,? which can be ident ified by the use of forward-looking terminology such as ?may,? 
?will,? ?should,? ?expect,? ?ant icipate,? ?project,? ?est imate,? ?intend,? ?cont inue? or ?believe,? or the negatives thereof (such 
as ?may not,? ?should not,? ?are not expected to,? etc.) or other variat ions thereon or comparable terminology. Due to 
various risks and uncertaint ies, actual events or results or the actual performance of any fund may differ materially from 
those reflected or contemplated in any such forward-looking statement.

Third Avenue Funds are offered by prospectus only. The prospectus contains important  informat ion, including 
investment  object ives, risks, advisory fees and expenses. Please read the prospectus carefully before invest ing in the 
Funds. Investment  return and principal value fluctuate so that  an investor's shares, when redeemed, may be worth more 
or less than the original cost . For updated informat ion or a copy of our prospectus, please call  1-800-443-1021 or go to 
our web site at  www.thirdave.com. Dist ributor of Third Avenue Funds: Foreside Fund Services, LLC.

Current performance results may be lower or higher than performance numbers quoted in certain let ters to shareholders.

Date of first  use of port folio manager commentary:  January 18, 2017

Third Avenue real  estate Value Fund
INSTITUTIONAL:  TAREX  | INVESTOR: TVRVX
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Third Avenue international  Value Fund

Dear Fellow Shareholders:

With this investment let ter, Third Avenue Management, 
including the Third Avenue Internat ional Value Fund, 
transit ions to a calendar quarter shareholder let ter 
schedule. We make this change in order to align more 
closely with interested financial intermediaries, many of 
whom have calendar quarter report ing requirements. It  is 
our hope to better serve our fellow shareholders by making 
this transit ion. We have historically made these 
communicat ions following the Funds? fiscal quarters, the 
most recent of which concluded on October 31st. Therefore, 
this let ter serves as an update for the two month ?stub? 
period beginning November 1st and ending December 31st. 

fund performance

For the quarter ended December 31, 2016, the Third 
Avenue Internat ional Value Fund returned 6.14%1 as 
compared to the MSCI AC World ex US Index2 , which 
returned -1.20%. For the year ended December 31, 2016, 
the Fund returned 17.24% as compared to the MSCI AC 
World ex US Index, which returned 5.01%. During calendar 
year 2016, Fund performance benefited from investments in 
industrial metals companies such as Capstone Mining and 
Lundin Mining as well as from Lat in American investments 
such as Cosan Limited, Arcos Dorados and Prosegur. These 
investments were the Fund?s five most significant posit ive 
contributors to performance during calendar 2016. The 
most significant detractor from performance was our 
investment in New Zealand-based Rubicon Ltd. 

In the following paragraphs, we provide brief updates on 
important developments relat ing to several Fund posit ions, 
focusing on information incremental to what was reported 
in our recent ly published fiscal fourth quarter let ter. At the 
conclusion of the March 31st quarter end, we will return 
with a more customary and in-depth quarterly 
communicat ion.

Global Logist ic Propert ies (?GLP?) 

We have been sat isfied owners of GLP for some t ime. From 
an execut ion standpoint, this logist ics facility developer, 
owner and operator cont inues to do a fine job operat ionally. 
The company has judiciously grown its facilit ies network in 
China, Japan, Brazil and the U.S., both organically and 
through acquisit ion, at a pace appropriate for each 
respect ive geographic market while maintaining a 
conservat ive balance sheet. Meanwhile, the company has 
made great strides in growing its fund management 

platform, which has the benefit  of improving overall returns 
through the incorporat ion of fee-paying third party capital. 
However, the stock had unt il recent ly languished at a low 
valuat ion presumably as a result  of the broad percept ion 
that macroeconomic growth in China is slowing and that the 
growth of GLP?s network development will also slow in turn. 
Yet investors fixated on rapid growth of earnings fail to 
appreciate the value of the exist ing in-place network of 
facilit ies, a reasonable replacement cost analysis of those 
assets, the extreme difficulty in replicat ing the assets and 
the long-term secular drivers that are likely to make the 
assets increasingly crit ical and valuable over t ime. On the 
other hand, these concepts appear to be better appreciated 
by potent ial acquirers of GLP.  In early November, it  was 
widely rumored that a consort ium of buyers had  
approached GLP with an interest in purchasing the 
company. One month later the company disclosed that it  had 
opted to undertake a strategic review to ident ify means by 
which shareholder value could be enhanced. It  was also 
disclosed that investment bankers had been hired for that 
purpose. We believe GLP?s assets and platform to be of 
except ional quality and without rival in Asia. We suspect 
that GLP?s apparent willingness to entertain a transact ion is 
likely to bring forth a number of potent ial buyers. In react ion 
to the above-mentioned rumors and press releases, shares 
of GLP appreciated by 24% in Singapore dollar terms during 
November and December.  

Lundin Mining (?Lundin?)

In mid-November, Lundin announced that it  had entered 
into an agreement to sell its holding in an ent ity called TF 
Holdings Ltd. TF is the ent ity through which Lundin and 
Freeport-McMoRan have for many years controlled a 
Central African copper mine called Tenke Fungurume. The 
Lundin transact ion essent ially is the sale of a 24% economic 
interest in the mine for the agreed price of CAD 1.14 billion. 
This transact ion is expected to close during the first  half of 
2017 and would add considerable cash to what is already 
one of the mining industry?s best balance sheets. While 
Tenke Fungurume is an unusually high quality mine, its 
jurisdict ion can at t imes be an unusually challenging place to 
do business. We view the transact ion price as reasonable 
and look posit ively upon the prospect ive reduct ion of 
polit ical risk embedded within Lundin. With the transact ion 
proceeds Lundin would also bolster its posit ion as one of the 
very few companies in a posit ion to acquire mining assets at 
one of the rare t imes when some very decent assets may be 
available for sale.  

1  Please see Appendix for performance table and informat ion.

2  The Morgan Stanley Capital Internat ional All Country World ex USA Index is an unmanaged index of common stocks and includes securit ies representat ive of the market 
structure of over 50 developed and emerging market countries(other than the United States) in North America, Europe, Lat in America and the Asian Pacific Region.

INSTITUTIONAL:  TAVIX  | INVESTOR: TVIVX

December 31, 2016 Matthew Fine, CFA  | Lead Portfolio Manager
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Tenon Ltd (?Tenon?)

In our last quarterly let ter, we referenced an ongoing 
transact ion at Tenon whereby the company had agreed to 
sell its U.S. wood products distribut ion business. That 
transact ion has subsequently closed and the proceeds, net 
of expenses and debt pay-down, have been distributed to 
Tenon shareholders, including the Fund. Our let ter also 
suggested that, following such a distribut ion, Tenon would 
likely no longer be among the Fund?s largest holdings, 
which is now the case. Finally, we noted that the strategic 
review process that resulted in the sale of Tenon?s U.S. 
business was ongoing as it  relates to Tenon?s remaining 
operat ions in New Zealand. With regard to its New Zealand 
operat ions, Tenon announced several weeks ago that it  had 
entered into exclusive discussions with an interested party 
with the intent ion of arriving at a binding sale transact ion. 
Should a transact ion be consummated, Tenon would cease 
to have any business operat ions and would go through a 
liquidat ion and wind-up process with the transact ions 
proceeds again distributed to shareholders. We expect that 
distribut ions from such a process are likely to represent a 
meaningful premium to the Tenon?s current share price.

Petroleum Geo-Services (?PGS?) 

Throughout December and early January, PGS completed 
its refinancing act ivit ies as described in our previous let ter. 
PGS conducted an equity raise primarily for the purpose of 
refinancing its 2018 bonds. The Fund was a holder of both 
PGS equity and its 2018 bonds. We were pleased to 
part icipate in improving PGS? capital structure via the 
equity offering, which precipitated a meaningful price 
appreciat ion of both our equity and credit  posit ions. PGS 
tendered for our 2018 bonds PGS on terms favorable to 
bondholders, and meanwhile the company?s equity 
responded very favorably to the improvement in the 
company?s capital structure and the eliminat ion of its 
nearest debt maturity. Our investments in PGS securit ies 
have been important contributors to performance of late.  

We thank you sincerely for your confidence and your 
loyalty. We look forward to writ ing again next quarter but 
welcome all interest in the Fund in the meantime.  

Sincerely,

Third Avenue Internat ional Value Team

Matthew Fine, Lead Portfolio Manager
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Past performance is no guarantee of future results; returns include reinvestment of all distributions. The above 
represents past performance and current performance may be lower or higher than performance quoted above. 
Investment return and principal value fluctuate so that an investor?s shares, when redeemed, may be worth more or 
less than the original cost. For the most recent month-end performance, please visit the Fund's website at 
www.thirdave.com.  The gross expense ratio for the fund?s institutional and investor share classes is 1.83% and 2.08%, 
respectively, as of March 1, 2016.  Please be aware that foreign securities from a particular country may be subject to 
currency fluctuations and controls, or adverse political, social, economic or other developments that are unique to that 
particular country or region. Therefore, the prices of foreign securities in particular countries or regions may, at times, 
move in a different direction than those of U.S. securities. Prospectuses contain more complete information on 
management fees, distribution charges, and other expenses. 

IMPORTANT INFORMATION
This publicat ion does not const itute an offer or solicitat ion of any transact ion in any securit ies. Any recommendation 
contained herein may not be suitable for all investors. Information contained in this publicat ion has been obtained from 
sources we believe to be reliable, but cannot be guaranteed.

The information in this port folio manager let ter represents the opinions of the port folio manager(s) and is not intended 
to be a forecast of future events, a guarantee of future results or investment advice. Views expressed are those of the 
port folio manager(s) and may differ from those of other port folio managers or of the firm as a whole. Also, please note 
that any discussion of the Fund?s holdings, the Fund?s performance, and the port folio manager(s) views are as of 
December 31, 2016 (except as otherwise stated), and are subject to change without not ice. Certain information 
contained in this let ter const itutes ?forward-looking statements,? which can be ident ified by the use of forward-looking 
terminology such as ?may,? ?will,? ?should,? ?expect,? ?ant icipate,? ?project,? ?est imate,? ?intend,? ?cont inue? or ?believe,? or 
the negatives thereof (such as ?may not,? ?should not,? ?are not expected to,? etc.) or other variat ions thereon or 
comparable terminology. Due to various risks and uncertaint ies, actual events or results or the actual performance of any 
fund may differ materially from those reflected or contemplated in any such forward-looking statement.

Third Avenue Funds are offered by prospectus only. The prospectus contains important  informat ion, including 
investment  object ives, risks, advisory fees and expenses. Please read the prospectus carefully before invest ing in the 
Funds. Investment  return and principal value fluctuate so that  an investor's shares, when redeemed, may be worth 
more or less than the original cost . For updated informat ion or a copy of our prospectus, please call  1-800-443-1021 
or go to our web site at  www.thirdave.com. Dist ributor of Third Avenue Funds: Foreside Fund Services, LLC.

Current performance results may be lower or higher than performance numbers quoted in certain let ters to 
shareholders.

Date of first  use of port folio manager commentary: January 19, 2017
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OUR DEEP VALUE OFFERINGS

Third Avenue Value Fund

Date of Incept ion: November 1990

TAVFX | TVFVX

Third Avenue Small-Cap Value Fund

Date of Incept ion: April 1997

TASCX | TVSVX

Third Avenue Real Estate Value Fund 

Date of Incept ion: September 1998

TAREX | TVRVX

Third Avenue Internat ional Value Fund 

Date of Incept ion: December 2001

TAVIX | TVIVX

HIGH CONVICTION, HIGH ACTIVE SHARE
Our unconstrained investment approach pursues opportunit ies 

across market capitalizat ions and geographies. Third Avenue's 

core strategies focus on our highest convict ion ideas, typically 

outside common benchmarks, leading to high Act ive Share1.

A PIONEER IN DEEP VALUE INVESTING

Since our founding in 1986, we have consistent ly pursued a 

fundamental, bottom-up approach to deep value invest ing?we 

focus on the company?s balance sheet, the value of its underlying 

assets, and the discounted price of its securit ies.  

Sign up for E-Delivery of Third Avenue Quarterly 
Shareholder Letters, Prospectuses and other Reports

www.thirdave.com/edel iveryGO GREEN.  SIGN UP FOR E-DELIVERY.

Third Avenue offers mult iple investment solut ions with unique exposures 
and return profiles. Our core strategies are current ly available through 
?40Act mutual funds and customized accounts.  If you would like further 
information, please contact a Relat ionship Manager at:

www.thirdave.com 622 Third Avenue
New York, NY 10017

212.906.1160
clientservice@thirdave.com/ third-ave-management

A DIFFERENTIATED APPROACH TO VALUE INVESTING.

1  Act ive Share is the percentage of a Fund's port folio that differs from the benchmark index.

This does not  const itute an offer or solicitat ion of any t ransact ion in any securit ies.   Third Avenue Funds are dist ributed by 
Foreside Financial Group, LLC and are offered by prospectus only.  Investors should consider the investment  object ives, risks, 
charges and expenses carefully before invest ing. Investment  return and principal value will fluctuate so that  an investor?s shares, 
when redeemed, may be worth more or less than original cost . The prospectuses and summary prospectuses are available at  
www.thirdave.com or by calling 212.906-1160.  Read the prospectus or summary prospectus carefully before invest ing. 
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https://www.linkedin.com/company/third-avenue-management?trk=top_nav_home
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