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DREAM 
TEAMS

Buying a sports team is a minefield 
of regulations and risks. And unless 

you do a sterling job, it is unlikely 
to win you many fans. So why do 
it? And how do you ensure good 

investment returns? 

In May 2014, former Microsoft CEO Steve Ballmer 
paid US$2 billion for the Los Angeles Clippers of 
the US National Basketball Association (NBA) after 
its disgraced former owner, Donald Sterling, was 
compelled to sell the team in the wake of a racism 
scandal. Since 1981, when Sterling bought the team 
for US$13 million, the NBA’s popularity has exploded 
– along with TV revenues. But even though some 
observers claim that Ballmer probably paid three 
times more than most estimates for the team’s value, 
the billionaire seems to know what he’s doing. 

“It’s not a cheap price,” he told sports channel 
ESPN. “But when you’re used to looking at tech 
companies with huge risk, no earnings and huge 
multiples, this doesn’t look like the craziest thing I’ve 
ever acquired … There’s real earnings in this business.”

The LA Clippers seems to have kept its game 
despite the distracting ownership shift (which 
involved lengthy litigation and a symbolic protest by 
the players who, during one game, wore their uniforms 
inside-out). In fact, going into the 2015 season, the 
team has emerged ahead of its perennial rivals, the LA 
Lakers. Yet, while Ballmer may be basking in the glory 
of his newly acquired trophy, the same cannot be said 
for all other sports team buyers.    

 Take the case of American businessmen George 
Gillett and Tom Hicks. In February 2007, the two 
were heralded as saviours when they reached a deal to 
buy English Premier League club Liverpool Football 
Club for around £220 million (HK$2.6 billion). 
However, the club’s holding company was left saddled 
with debt in the wake of the acquisition, and started 
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“IT’S NOT A CHEAP PRICE, 
BUT WHEN YOU’RE USED TO 

LOOKING AT TECH COMPANIES 
WITH HUGE RISK, NO EARNINGS 

AND HUGE MULTIPLES, THIS 
DOESN’T LOOK LIKE THE 

CRAZIEST THING I’VE EVER 
ACQUIRED … THERE’S REAL 

EARNINGS IN THIS BUSINESS”
— Steve Ballmer, Los Angeles Clippers

to look at the popularity of certain sports. “The size 
of the market has historically had the greatest impact 
on a team’s value,” he says. “We have seen a significant 
increase in sports media rights fees over the last 
decade. With advertisers willing to pay more per 
viewer, large market teams have reaped the rewards.”

For instance, the US$20-million local cable TV deal 
of Ballmer’s LA Clippers will end after the 2015-2016 

haemorrhaging cash. In 2010, with Liverpool FC on the 
verge of bankruptcy, the board of directors – including 
Hicks and Gillett – voted three-to-two to sell the club 
to New England Sports Ventures, which seems to 
have since shepherded the team to a strong recovery 
on the pitch. The British High Court eventually 
paved the way for a £300 million sale, which left 
the former owners around £140 million each out of 
pocket. However, despite such pitfalls, acquiring a 
sports team continues to lure the well moneyed and 
business minded. So why do it? 

REVENUE STREAMS
Ben Shields, a lecturer in managerial communication at 
the MIT Sloan School of Management in Massachusetts, 
says that there are some critical steps in any bid process, 
whether you are Ballmer or not. “A key first step is 
analysing a team’s revenue streams,” he says. “In The 
Sports Strategist [a book he co-wrote with Irving Rein 
and Adam Grossman], we outline the six main ways 
that a team makes money: game day, media rights fees, 
sponsorship, merchandise, events and subsidies. After 
understanding the team’s revenue, a prospective buyer 
should then forecast growth for each stream.” 

Scott Milleisen, head of sports finance at 
JPMorgan Private Bank, notes that it is also important 

season, and the prospects for a massive fee increase 
look good, says Milleisen. In October last year, the 
NBA renewed its contracts with ESPN and TNT in a 
deal worth around US$24 billion. Ballmer was perhaps 
familiar with the comment by Washington Wizards 
owner Ted Leonsis at the time: “There’s never been 
a better time to be an owner of an NBA franchise or, 
frankly, any professional sports team.”

On the other side of the Atlantic, the Premier 
League is in a similarly good position. In the auction 
for the 2013-2016 broadcast rights, it received around 
£5.5 billion in both domestic and global revenues. 

GREAT FANS FROM CHINA
And nobody is predicting that revenue streams will 
dry up anytime soon. In its Annual Review of Football 
Finance, published in mid-2014, Deloitte forecast 
that China will have a major impact on international 
television rights revenue and have an increasing 
presence among sponsors. Chinese property giant 
Dalian Wanda Group is currently said to be considering 
the purchase of a 20 per cent stake in a, which would 
make owner Wang Jianlin the latest Asian billionaire to 
invest in European soccer. 

Milleisen also sees China as a growth market. 
“The NBA was one of the first North American sports 
leagues to focus on building its international footprint, 
particularly in China, which should pay significant 
dividends over the next couple of decades,” he says.

For those who fall just below ultra-high net 
worth, there are still plenty of options. “A [lower] 
league team is to many people an investment,” says 
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2013. 
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Stephen Greyser, professor emeritus of business 
administration at Harvard Business School. “It is 
potentially more interesting than trying to have a 
small piece of a very expensive team because it’s easier 
to imagine.”

For example, the Chinese American Football 
League (CAFL) is open to investors who may want to 
buy a team at US$10 million a pop. Those with just 
a few hundred thousand dollars to spare can invest 
in the athletes themselves, through companies such 
as Fantex, a US-based brokerage that lists athletes 
who are willing to sell part of their future salaries and 
endorsement deals for an injection of cash now. Some 
see this as a magnet for litigation, but such exchanges 
have been gaining ground. 

“Bidders will often focus on acquisition targets 
where they see an opportunity for upside and have 
expertise in that specific area,” Milleisen says. “We 
recently worked with several clients in the private 
equity industry who targeted teams that they identified 
as having inefficiencies in their operating model.”

REWARD SYSTEM
According to Larry Grimes, president and owner of 
the Sports Advisory Group, your return on investment 
depends on what you want. “When you are investing 
in a minor league sports team you’re not typically 
going to see a large annual return, as these teams tend 
to appreciate 3-5 per cent a year,” he says, adding that 
minor league baseball teams typically cost US$9 million 
to US$25 million. “We like to say it’s a great way to park 
your money in really what is a conservative investment.”

For lower league football in Europe, the scene is 
not so pretty. Unlike US sports, which don’t typically 
involve promotion and relegation, the price of failure in 
Europe is somewhat higher. Clubs in the second tier of 
football in England lost £241 million in 2012-2013, and 
where wage costs outran income, this put their future 
in jeopardy. 

But Grimes, Shields and Greyser all agree that 
investing in a team is rarely a simple financial decision. 
“Success depends on one’s criteria of success,” says 
Greyser. “If the goal is to make money, investment in 
a sports franchise [in the US] is probably not the best 
investment. If the goal is asset value growth, it might not 
be a bad idea. Making money from operations is hard, 
growing the asset value is easier. Success and financial 
return are really two separate dimensions.”

Ballmer probably did overpay slightly, but Shields 
doubts that he was involved purely for the return on 
investment. “Many times in sports, emotional investing 

trumps rational investing,” he says. Grimes agrees: 
“Most people who invest are avid sports fans. They have 
made their wealth through other businesses and are 
looking for a fun way to invest where they can be a part 
of that team.” 

Greyser is more blunt. “It’s ego,” he says, simply. 
Having created Harvard’s course on the business of 
sports, which he still teaches, he points out that if certain 
owners had stayed out of the sports business, they would 
likely be just as rich – but practically unknown. 

OWNERSHIP BLUES
Shields stresses that purchasing a sports team is 
only the first step of many. “Running it as a profitable 
business is another significant challenge,” he says. 
“Winning on the field is not enough to guarantee 
success on the balance sheet.” 

However, this has its limits. Both Grimes and 
Greyser believe that being an owner need not – and 
often should not – go beyond financial input. Meddling, 
for want of a better term, is not usually looked upon 
favourably and can start a slide into the red. Grimes and 
Greyser believe that owners, like proverbial children, 
should be seen and not heard. “This is a mistake that 
many owners make: they don’t let [sportspeople] run the 
teams,” says Greyser.  But Milleisen disagrees. “We often 
see owners most successful when they have ‘skin in the 
game’. Owning a sports team should not be considered a 
part-time job if you want to be successful,” he says.

There are other hurdles, not to be taken lightly. In 
the US, leagues impose tough restrictions on how much 
owners can leverage on a team. Then there is the vetting 
process. “Somebody with gambling interests, or who 
has had tax issues or a criminal record is not going to be 
allowed to acquire a franchise,” says Grimes.

The so-called “fit-and-proper-person” test in the UK 
tries to safeguard the future of football teams in such 
a way, but has had limited success. Hong Kong tycoon 
Carson Yeung Ka-sing is currently serving six years 
behind bars, for instance, after being convicted of money 
laundering. He bought Birmingham City FC in 2009, and 
even though he has resigned as chairman of the parent 
company, his son, Ryan, and his brother-in-law, Ma Shui-
cheong, both remain on the club board. The drama drags 
on with Yeung being accused recently of trying to oust 
board members from his perch in prison.

There are clearly many hurdles and considerations 
when it comes to buying a sports team, which is why it is 
wise to talk to experts. But if you do buy a team, at least 
you can start with a few simple nuggets of advice from 
the pros: love the game but take a back seat, watch your 
tongue – and then cross your fingers. 

“MOST PEOPLE WHO INVEST 
ARE AVID SPORTS FANS. 
THEY HAVE MADE THEIR 
WEALTH THROUGH OTHER 
BUSINESSES AND ARE 
LOOKING FOR A FUN WAY TO 
INVEST WHERE THEY CAN BE 
A PART OF THAT TEAM”

— Larry Grimes, Sports Advisory Group 
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