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The book The World ’ s  99 Greate s t  Inves tor s :  
The Secr e t  o f  Succ e s s  provides a unique 
opportunity to learn form the most 
prominent investors globally. In the book 
they generously share their experiences and 
insights. Magnus Angenfelt, previously a top 
ranked sell side analyst and hedge fund 
manager, will be presenting one investor per 
month at InvestingByTheBooks. For those 
who cannot wait for the monthly columns, 
we strongly recommend you to buy the 
book.  

Price is perhaps the single most important 
criterion in sound investment decision-making. 
Every security or asset is a ‘buy’ at one price, a 
‘hold’ at a higher price, and a ‘sell’ at some still 
higher price. Yet most investors in all asset 
classes love simplicity, rosy outlooks, and the 
prospect of smooth sailing. They prefer what is 
performing well to what has recently lagged, 
often regardless of price. They prefer full 
buildings and trophy properties to fixeruppers 
that need to be filled, even though empty or 
unloved buildings may be the far more 
compelling, and even safer, investments. Because 
investors are not usually penalized for adhering 
to conventional practices, doing so is the less 

professionally risky strategy, even though it 
virtually guarantees against superior 
performance.  

Most investors feel compelled to be fully 
invested at all times – principally because 
evaluation of their performance is both frequent 
and relative. For them, it is almost as if investing 
was merely a game and no client’s hard-earned 
money was at risk. To require full investment all 
the time is to remove an important tool from 
investors’ toolkits: the ability to wait patiently for 
compelling opportunities that may arise in the 
future. Moreover, an investor who is too worried 
about missing out on the upside of a potential 
investment may be expose himself to substantial 
downside risk precisely when valuation is 
extended. A thoughtful investment approach 
focuses at least as much on risk as on return. But 
in the moment-by-moment frenzy of the 
markets, all the pressure is on generating returns, 
risk be damned.  

You must buy on the way down. There is far 
more volume on the way down than on the way 
back up, and far less competition among buyers. 
It is almost always better to be too early than too 
late, but you must be prepared for price 
markdowns on what you buy. 

 

 

BORN New York, USA 1957. 

EDUCATION Klarman graduated in Economics from Cornell University and took an MBA in 1982 at 
Harvard Business School. 
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CAREER Klarman first worked one year for the two famous investors Max Heine and Michael Price of 
the Mutual Shares Fund (now a part of Franklin Templeton Investments). After his MBA he founded the 
Baupost Group LLC where he is president and portfolio manager. 

INVESTMENT PHILOSOPHY Klarman is a risk-averse value investor who takes positions in both 
private and public assets globally. He operates over a wide array of investments ranging from fairly 
traditional value stocks to more esoteric investments such as distressed debt, liquidations, and foreign 
equities or bonds. He specializes in illiquid and complex assets, where fewer investors compete. One of 
the metrics he focuses on is liquidation value. Complex derivatives, put options, and other intricate tools 
are often used in the investments. Despite being a hedge fund, he rarely shorts stocks and avoids leverage. 
He is obsessed with reducing risk and often holds a significant amount of cash in his investment 
portfolios, sometimes in excess of 50 %. Stocks usually account for a small share of the total. To describe 
in one word what Baupost works with, it would have to be ‘mispricing’, due to overreaction. He regards 
traditional, long oriented analysis as simplistic, highly optimistic, and sloppy. 

OTHER Despite his unconventional strategies with a high proportion of cash, he has consistently 
achieved high returns. In the last ten years Baupost has beaten S&P500 by roughly 15 percentage points 
yearly. His riskadjusted numbers are spectacular; take into account the assets under management – above 
$24 billion – and they are even more impressive. In a recent letter to his clients he announced that he 
didn’t want to be their highest-achiever fund during one single year – presumably a unique statement in 
the branch. In 1991, Klarman published Margin of Safety, Risk Averse Investing Strategies for the 
Thoughtful Investor, which since has become a value investing classic. Now out of print, Margin of Safety 
has changed hands on eBay for $2,000. He keeps a low profile but is a senior lecturer on value investing at 
Harvard Business School and involved in a variety of philanthropic activities. He is a fan of baseball and 
horse racing. 

 

Sources: Seth Klarman, Margin of Safety: Risk-averse Value Investing Strategies for the Thoughtful Investor (1991); Seth 
Klarman – Letter to clients of Baupost, 2005, 2008, 2010; Bloomberg BusinessWeek, June 2010; Wikipedia. 

 


