	This transcript was exported on Mar 04, 2021 - view latest version here.




Aaron Goldberg (00:10):
Hey, everyone. Welcome back to the PGA Players' Podcast. I'm your host, Aaron Goldberg, certified financial planner and private wealth advisor at AWM Capital. Today, I'm joined by my business partner, Erik Averill. Looking forward to a conversation today about players that are going to be moving up from the Korn Ferry Tour to the PGA Tour and what they really should be looking at on their financial side and what their wealth management teams should be doing for them. Thanks for joining us today, Erik.
Erik Averill (00:37):
Yeah, excited to be here and have this conversation.
Aaron Goldberg (00:39):
Yeah, definitely. Before we get into the normal podcast and conversation, coming off last week, obviously, the big news was Tiger. Glad he's doing better and going to make a recovery, but pretty cool to see on Sunday everyone wearing the Tiger red and black. It's really cool to see when our sport is bigger than the business part of it. At the end of the day, it reminds us why we do this, and it's to not only provide for ourselves and our family, but we're a community of golfers out there, so it's really cool to see everyone rally around Tiger.
Erik Averill (01:14):
Yeah, and to your point, I mean, there's so much at stake for our families beyond just playing the game, and so just a moving thing to see, and it's also a good segue into the conversation we're having here is this is an exciting time for so many players that are going to be moving up into the next level of their career. I know you're excited to have this conversation because this is something you experienced personally, and like most things in life, we all wish we would have had the crystal ball at the beginning. We can't change your trajectory of your career, but hopefully, we can have a conversation that's of benefit to so many of the people listening today. I'd just love to hear your thoughts of, as players are making this transition, as they're moving up, why is this conversation so important?
Aaron Goldberg (02:05):
Yeah, when I was playing on the Korn Ferry Tour in my career, I was on the trajectory of moving up, and then I got hurt, and it was just one of those things where I didn't know the things that I know now, and I wish I knew them then, because it would have enabled me to keep playing, would have enabled me to take some time off, get healthy, and then come back and start playing.
Aaron Goldberg (02:27):
Knowing what I know now, and looking in hindsight, like you said, what I want to do now with my career is help other players and make sure that they've covered what they need to cover and make sure that they're taken care of the way they should be taken care of as elite athletes, because it's a completely different game. When we look at the financial advisors that take care of Mom and Pop down the street, they may be great for them, but it's completely different than for a professional athlete, and we need to make sure that we're working with a pro that works with athletes as opposed to somebody that's really good, maybe, but they don't work with athletes. There's just so many nuances there that we need to make sure that there's that experience factor so that we can not miss anything and make sure that we're taking advantage of all the opportunities that we have.
Erik Averill (03:18):
Yeah, and you bring up such a good point. I think back to my own career as a professional baseball player, right, that transition I made from college into pro ball into the next levels is, as an athlete, you're trying to expend every ounce of energy and focus on being a lead at your craft, right? You're trying to break through into one of the most competitive things on the planet that a lot of times, the financial side of it, it's a by-product. Unfortunately, something I experienced myself, or we see so many athletes think of is: "You know what? Money, it's obviously super important, but I'll just leave that to somebody else. Money's the same, so just the person I happen to know, or down the street, or the first person who approaches me, I'm like, 'Yeah, just take care of my stuff for me,'" and that is one of the most critical mistakes that we see is:
Erik Averill (04:18):
You know what? You do need to take an opportunity to take a step back because the truth is, you are trying to compete at what you're doing, which is extremely difficult to do, and the window to maximize that is so small that you want to make sure that you're taking advantage of every opportunity, that you're not paying any more in taxes than you should, that any opportunity you have that uniquely gifted because of the position you've put yourself into, you deserve the best of the best on the financial side. You should not settle for what's just available, so I'd love to just hear you talk about what are some of the nuances that, as an athlete, that you're facing that makes you different than everybody else.
Aaron Goldberg (05:02):
Yeah, definitely. I think one of the biggest things is one of our jobs as a wealth manager, or your wealth manager's job should be, is to remove the distraction of your money. That doesn't mean you bury your head in the sand, though. That's a big difference. If you just say, "Hey, you know what? I think my guy's taking care of it. I don't want to ask any questions because I want to focus on my golf," that's fine, you need to focus on your golf, but that should be after you've done your due diligence after you have those conversations to make sure you're getting every ounce out of your money and every dollar out of it so that you can then focus on golf. I think that's a huge distinguishing factor.
Aaron Goldberg (05:41):
But in terms of what we should be focusing on, first and foremost is going to be taxes. As athletes and as self-employed athletes, we don't have contracts like on the baseball side that are guaranteed, other than maybe some of our endorsements, and I'm not even going to use the "guaranteed" word there, either, so taxes, we have the opportunity to save a lot of money.
Aaron Goldberg (06:03):
I mean, that's going to be our biggest expense most of the time, so if we make sure that not only are we optimizing all the deductions that we have available to us, but we're using the retirement accounts that, retirement may be 30, 40 years off, but think of them as tax-advantaged accounts, so in high-income years, we want to put as much money in those tax-deferred accounts as we can. Then equally as important sometimes is in a bad year, we want to take advantage of a low tax year and maybe pay taxes that year and put money into an a tax-free type account, like a Roth IRA or a Roth 401(k) so that that money can grow tax-free in the future and you'd be surprised at how much of that can grow to, and you never have to pay taxes on again, so that's an easy example in terms of the taxes.
Aaron Goldberg (06:52):
The other thing is most of you should have an LLC set up, and at some point, you should switch probably from being taxed as a sole proprietor to an S-corp, but you need to know where that tipping point is. Sometimes, when you're on the Korn Ferry Tour, it's probably, I'm not going to say everyone, but it's probably going to be the case that you may be in the sole proprietor side of the tax bracket where that's where you should be optimally, but as you move up to the PGA Tour, it might make more sense to be taxed on the S-corp side.
Aaron Goldberg (07:24):
But you need to make sure that your team knows how to calculate that and analyze that and adjust for your fluctuating income, not knowing what you're going to make this year, and seeing as the year progresses what you're making and how your projection is going to look, because that's the other thing with taxes is it's not something you do after the year's over and say, "Hey, you know what? I got to file on April 15th, I better get these taxes done," it's a January 1 to December 31st type of thing where it needs to be looked at every single day along the way, and really, it's actually January 1 to April 15th of the next year, so it's kind of like a 15-month process for each tax year that needs to be looked at.
Erik Averill (08:03):
You've done such an incredible previous podcast on this topic that I want to make sure the audience that's listening, that if you haven't heard what an LLC is, why it's important, why the tax classification matters, why it's customized, we'll put it in the show notes, we'll link to it, and then the other analogy or important point I just kept hearing from you, Aaron, is there's no one-size-fits-all. What you're not doing is saying, "Hey, you, athlete, let's take you and put you back in the program that's ran for the massive fluent, for the amateur person," it's even as a golfer, your approach is different than a lot of people who are on the course with you because they're at different points in their careers and they have different priorities and opportunities going on.
Erik Averill (08:54):
I know you've shared this analogy with me that really resonated because this is even the nuance of golfers, how you're different than an NFL player, how you're different from an MLB player, how you're different from an NBA is still, there is an individualistic, customized aspect to it, and so when you talked, Aaron, you said, "Hey, when a player shows up to the course and they're setting out the roadmap, it's completely customized." Yeah, it's 18 holes, right? The pin location's the same for everybody that day, but how you approach it is completely customized to your game, and that is so true when it comes to your money, is that it's completely unique to you.
Erik Averill (09:33):
Then to take that analogy a little bit further is I go out there and I hack up the golf course. I got to go play at the waste management open location here up in Scottsdale, so I'm stepping in, we're playing the same game, but it's completely different, right? When the way that they set up the course for me to enjoy my experience is completely different than what a professional has to think about, and it's the same when it comes to your money, is most of these nuances, the massive fluent, yes, they have the same goal of growing their money and wanting to achieve their priorities, they just don't have, essentially, forgive me for the cheesiness, they just don't have as many sand traps that they've got to get out of, right? For you as the athlete, there are so many nuances and you've got one shot at it that you need the specialized expertise. Sorry, I'll get off my soapbox.
Aaron Goldberg (10:28):
No, I love it. I mean, you nailed almost all the golf analogies, too, which is pretty impressive for a baseball guy. I don't think you scared anyone away. But no, it's true, when you analyze how you're going to attack a golf course, it's going to be a completely different plan than when you step up with Tiger or Rory or Xander, or maybe somebody on the shorter end in terms of distance, like a Zach Johnson or a Kizner or something like that, they're going to pick apart a course differently and on the financial side, you're going to set up yourself financially differently than everybody else.
Aaron Goldberg (11:05):
Some of the building blocks are going to be similar, but it's going to be unique to you because nobody else has the exact same needs, desires, goals, family, all this going on as you. Now, you have a lot of the same issues that we need to address and a lot of the same strategies that we need to look into, but it's going to be unique to you because you are the only one that knows all that, and you need to share that with your team and make sure that you communicate that so that you guys can build out a very, very specific plan to you.
Aaron Goldberg (11:39):
Using your analogy of you going out to play TPC Scottsdale versus when the pros play, guys, as you know, when you're out at a course, somebody will come up to you and be like, "Oh, well, I played that course and I could hit that shot," but they don't get that when they're playing, the greens are running at eight, it's been watered, so it's super soft, there's no rough, they're playing from three tees up, and it's a completely different game than when you're playing and it's running at 13, 14, the greens are rock-hard, the wind's starting to blow. Oh, and you're playing from 7600 yards, too. It's very similar to somebody that's a normal financial advisor working with other everyday people that have W2 income saying, "Oh, well, I can take care of a golfer. How hard could it be?" Well, it's pretty hard. It's a lot different. There's a lot of unique things going on.
Aaron Goldberg (12:29):
One of the other things we've looked at and one of the important things that plays into this is what we would call "needs-based investing," but looking specifically at what are your needs coming up, what are the things that you need to take care of in the short term, like funding your golf. As a golfer, you should have a huge protective reserve set aside of cash to make sure that not only you can pay for your personal expenses for the next couple of years, but also your golf expenses for the next couple of years.
Aaron Goldberg (13:00):
If something goes wrong, whether it's getting hurt or just not playing well, you need to make sure that you can do what makes you money, and that's go play golf, and make sure that you can fund that, too, because nobody else is going to do it for you, so that's one part of it. But the other part is looking at every account is going to be invested slightly differently, whether it's tax-preferred or not, whether it's protected by the shell of the account where you have to pay taxes every year, or whether you don't, whether it's deferred all the way till retirement, or tax-free like a Roth. Different investments are going to go into those accounts.
Aaron Goldberg (13:36):
But also, timeline and goals, the stuff that's going to you need in the next five to 10 years, we're going to invest differently than, say, your deferred-comp plan with the tour that you can access five years after you stopped playing. Well, that's also going to be different than, say, your retirement account that you can access it at 59-and-a-half. Those timelines are different, so we want to make sure that we're investing differently as well because there's going to be different risk appetites there, different abilities to take on risks so that we have time to see it through. It reminds me and it makes me realize all the things that when I was playing, and I got a finance degree, so I thought I knew everything, that I didn't have anybody in my corner to help me, especially that knew what they were doing on the athlete side, so it makes me wish that I knew what I knew know now and I would have made sure that I had somebody on my team that that really was looking out for me.
Erik Averill (14:36):
I think you hit on some very important things there at the end, too, of, "I wish I would have had somebody who understand my nuances," and so the reason we know it's so important to put away two sides of cash is we're all former professional athletes, right? We understand that our best investment is actually the longevity of our career, which means reinvesting in our health, reinvesting these things that, if there is risk that goes on, if there's strain in the economy, COVID, these types of things, I still need to have that cash available to reinvest in my career because that's my family's best chance for success, and most advisors who are just trying to get money into a portfolio to charge on, they're not really worried about your customized program, right? They're most likely saying, "You need to fit into my model."
Erik Averill (15:24):
The last analogy I'll leave is it's really asking what are the motives and the incentives of people that are asking for access to your money to help you with this financial advice, and I think this is really important is because you should be working with someone in a firm that their entire structure is set up to add value to you, not necessarily extract something from you. I tell this to all of our athletes: When you see the brand names of the big financial firms on the sponsorships, whether it's on the baseball outfield wall, it's on the NFL stadium, or they're actually giving you money to advertise the logo on your hat or your golf bag, that means they're actually trying to get the eyeballs of everybody else in the stadium, right, or those that are the fans on the outsides of the lines. That's not for you, right? That is for the general public.
Erik Averill (16:23):
Really, when people come, you got to ask the incentives: "Is your platform built for me, or are you primarily just trying to use me as a sponsorship to go gain other clients?" Because unfortunately, that's just athlete-to-athlete real talk that a lot of times, people are trying to figure out what they can get from a relationship with me as opposed to, "How can I come in and serve you?" and so I just, I really implore you that you ask and you really review what are people's incentives when they're asking to help you with your money.
Aaron Goldberg (16:58):
Yeah. I mean, you hit the nail on the head. Obviously, in golf, we see a lot of the sponsorships. A lot of the tournaments are sponsored by a lot of these big banks, a lot of the big wirehouses, like a Morgan Stanley, a UBS, Merrill Lynch, all these bigger banks, Schwab, even. We want to make sure that their intentions align with your intentions. It seems like a simple concept, but unfortunately, those waters get muddied quite often.
Aaron Goldberg (17:28):
The whole point of this is we're here to educate, we're here to help get good information out to the players. Again, I wish when I was out there somebody was doing that for me so I knew what I was doing and even realized why I need needed somebody instead of just thinking I could do it myself or with my CPA from down the street that took care of my parents, because in hindsight, there a lot that could have been done, and quite a few things that went wrong, too, so it's one of those things where until you know, it's hard to realize a lot of the nuances. Until next time we, we do this podcast on a weekly basis, so I encourage you guys to tune in, pgaplayerspodcast.com. I look forward to hearing back from some of you guys, and if you have questions, please shoot them our way, but until next time, be a pro and own your wealth.
Aaron Goldberg (18:31):
The information in this podcast is educational and general in nature and does not take into consideration the listener's personal circumstances. Therefore, it is not intended to be a substitute for specific individualized, financial, legal, or tax advice. To determine which strategies or investments may be suitable for you, consult the appropriate qualified professional prior to making a final decision.
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