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Travis Chick (00:11):
Hey everybody. Welcome back to the MLB Draft podcast. I'm your host, former major league pitcher and certified private wealth advisor, Travis Chick and I'm joined today with my co-host, certified financial planner and attorney, Will McGuffey and today, we're really going to focus on one of the most important questions that we get asked is, "When should we actually start thinking about selecting a financial team?" So, Will, let's dive right into this.
Will McGuffey (00:33):
Yeah, I think, Travis, this is one of those topics that a lot of families are uncomfortable with at times and try to push back a little bit, and when you look at it, I think the reason why is most people say, "Hey, it's about investments. I don't have any money yet," and that's the wrong way to look at it. This discussion's about financial advice. It's not just about investments, and so when you talk about the role of financial advice, what are we talking about? We're talking about taxes. We're talking about residency planning. We're talking about signing bonus structure, insurance, business formation, and then recently, because of NIL, amateur athletes, before they turn professional, they have financial advice they need professionals and experts to look at. What kind of financial questions should we be asking or should we be looking at if you're a family of a future professional athlete?
Travis Chick (01:24):
Yeah, no, great question. So I think really it's helpful to bring to context and just understanding that, you know what, it's not uncommon to think, "Hey, I don't have any money. I'm going to wait till I actually do to make this decision." We hear in our industry, all the time, agents will tell players, "Hey, you haven't even been drafted yet. You don't need a financial team." So just understand that we recognize that and it's real, but there's some things in our landscape that have really shifted when that decision should happen. And you talked about NIL money. For us, one of the things that we look at with players right now so much centers around things like taxes and residency and why? Because taxes are the greatest deteriorator of your wealth. So being able to be proactive and plan for that is really the way that you're protecting your future legacy.
Will McGuffey (02:11):
I think that's where a lot of people, in general, start to... The word financial advice or financial advisor is so overused and misused. When you talk about tax planning and residency, that truly is financial advice. It's not just about investments, and to be honest, when you look at the decision you're making as far as when to select a financial team, this is the most important decision that you'll make in your career. And I think oftentimes, I was a former agent, so I was privy to the process on that side too, you see families going through this process of choosing an agent or an advisor and it's exhaustive at times and they're taking over a year and they're doing their due diligence. Unfortunately on the financial side, what we see a lot of times is it's a quick decision. What issues do you see with families not doing their due diligence and what are some of the questions they should ask to really understand, "Hey, is this right for me now?"
Travis Chick (03:11):
Yeah, I think the, "When I should hire a team," is as soon as the decision starts having a money impact, and so if we start thinking of how NIL is impacting some of these players today, we've got players across the country right now that are in different tax environments, whether it's in the state of Tennessee or the state of Texas or the state of Washington or some of these states that have zero state income tax. They're looking at, "How do I change my residency right now while I'm at college at some of these schools to be able to make sure that now I'm not paying my state income tax on some of these NIL deals?" And then being forward looking and thinking, "Okay, if I'm a resident of that future state, now all of a sudden, maybe I'm a resident of California going to Tennessee or going to Texas or whatever, and I might be saving 13% of that future bonus that I'm expecting to get," and so the reality of, "When should I be selecting this financial team?" is as soon as you start thinking that it might have some financial implications.
Will McGuffey (04:08):
And that's going to be different for everybody, right?
Travis Chick (04:10):
Right.
Will McGuffey (04:10):
It's really determinative of your set of factors and what's important to you, what's going on in your life. And I think that's another thing that we need to discuss is just, "Hey, it is going to be different for every family. I'm going to have different variables for me in my life, whether I'm a high school player, whether I'm a college player, whether I'm a resident of a certain state," and so really when somebody asks a question, "When should I select this financial team?" It's going to be when it's right for you, and you start to look at some of these factors like Travis has talked on and touched on. That's how you should start saying, "All right, let's go through this process. Let's look for experts in people that understand residency and people that understand taxes and taxation as an athlete versus just distilling this conversation down to investments." Now when we talk about when to select a financial team, why is waiting until after the draft bad? Why is waiting and just making a quick decision, what's wrong with that process?
Travis Chick (05:09):
Well, if we back out money being an issue, if we start thinking about making reactive decisions just as humans, we're pretty bad at making reactive decisions. So if we're not being prepared again to go use your words, we're failing to prepare, right?
Will McGuffey (05:25):
Yep.
Travis Chick (05:25):
And so the reason that it's bad is because you're being emotional when you're making that decision. If you haven't taken the time to do the due diligence to make sure that the team that you're selecting to be your financial education team, your financial planning team, has the people in place that are actually experts in your specific field, then you're basically leaving money on the table. It is a big financial decision, but putting the wrong pieces in place can have huge financial impact.
Will McGuffey (05:59):
And I think the other thing that, and we talk about this in some of the episodes in this podcast series, you touch on this, but really understanding who you're putting in place, why you're putting in place, and it goes back to just because most people look at financial advice and immediately think investments. It's really diving down and saying, "Hey, let's look at all the pieces that are involved. What is true financial advice for a professional athlete? What does the process look like or what have you seen when there's a rushed process and after the fact, after the draft?" Then a family sits there and says, "Hey, let's just go ahead and do this." What are some of the negatives that are happen to the family or the player because of a rushed process?
Travis Chick (06:43):
Yeah, great question. We hit on some other episodes, but really just making sure that if you're not using all of the information available to you, then you will be making a reactive and an emotional decision. Making sure that you're not surprised by contract language that's going to impact your after tax bonus by a significant amount of money, making sure that you've thought through, "Okay, if I receive my bonus when I'm assigned to this team versus this team, how is that going to impact me?" If I get drafted by the Marlins, being drafted by the Marlins is a lot different than being drafted by the Pittsburgh Pirates, as an example, or the Baltimore Orioles because those first couple years are very high tax states. So if I don't line up contract language and I don't think through, "Where am I going to be assigned when I'm receiving these bonuses?", then I'm just going to put my name on a piece of paper and say, "Okay, I'm ready to sign."
(07:40):
And there's literally hundreds of thousands of dollars at stake, but this is where I always love to have the conversation. It's like, "Well, okay. What is $100,000 to a 21-year-old?" and this is where the education process for me, I always love to come in, is the rule of 72. We talk about this all the time, but the rule of 72 basically says that your money should double every 10 years, and so going back to a real live example that we had a client a few years back on, basically being very proactive and having some tax planning, and this is not an exaggeration. This client was able to save about $700,000 of tax planning just based on state taxes, and so for a 21-year-old kid, 700, when he's 31, it turns into 1.4 million. When he's 41, it turns into 2.8 million. When he's, what, 51? You can just see these numbers, the impact is real, so getting it wrong out of the gate can literally have generational impact.
Will McGuffey (08:37):
And I think when we talk about that process and that client that went through the draft and understood the language and the residency and things of that nature, it's not, "Hey, I've got my financial advisor on one side of the table and my agent on the other." It's a collaborative process. It's a process where we're sitting there looking saying, "Hey, a couple months out, what does this scenario look like?" That's the type of planning that we're having and the discussions we're having because it goes back to, "What are you an expert in? What field are you an expert in?" and those teams need to work together when you're talking about working with a professional athlete.
Travis Chick (09:12):
Yeah, that's a great point and that's why I love your perspective as a former agent. Somebody that had to work with players, leading them up to the draft, coaching them, helping them make really good decisions, but now on our side, having the same expertise as an agent, but also looking at it, "Okay, what is the financial impact?" So often, we're not combative with agents, but so often what players fail to recognize is that they are actually the owner and the CEO of the company, and they view, in terms of the agent or some of these other pieces, as they're the ones guiding the ship. The reality is the agent's job is very specific, to help maximize the value that you've created on the field and turn that into financial capital. You are the asset. You are the company. You are the product. You've already created that value, so why would you rely on financial advice from somebody that's job specifically is to make sure that you just get that value?
Will McGuffey (10:09):
You maximize. I think the great thing about this podcast series and really going back to the heart of why we're doing this is we know that families are going to have questions. We know that players are going to have questions, and we want you to reach out to us and say, "Hey, is this something that I should be thinking about now?" Or reach out to us and say, "Hey, this is what's going on in my life. Can you help me understand? Is there financial advice that's not investments that I should be looking for?" They're questions I should be asking. So with this podcast series, we really want you to reach out, ask us questions. Feel free, and at the bottom of the podcast notes, you'll be able to look and find our contact information. Email us, text us. If there's something you want us to discuss on a future podcast, please reach out to us and we'll talk about that. Do you have any final information that you want to pass along about, "Hey, when should I select a financial team?"
Travis Chick (11:00):
Yeah, I go back to, "As soon as money matters." As soon as you're making financial decisions, whether it's through an NIL deal, whether it's thinking through, "How is contract language going to impact me? Am I going to be a professional athlete?" If some of those boxes are checked, that's the time that it starts saying, "Hey, I should probably start thinking about hiring experts who understand my situation and make sure that I'm prepared so that I don't make an emotional decision on draft day."
Will McGuffey (11:29):
Yeah, that's great. Great insight, Travis. I appreciate that.
Travis Chick (11:31):
Yeah, so with that, guys, like Will said, we'd love for you to connect with us, but stay humble, make an impact, and always be a pro.
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