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Issue #6: Avoiding Lifestyle Creep: Turning Big Years into Long-Term Stability

For many sports and entertainment professionals, financial success doesn'’t arrive gradually — it often
comes in waves. A new contract, a breakout season, a major deal, or a strong year of earnings can
change circumstances quickly.

And one of the most common planning challenges we see isn’t earning more. It's what quietly happens
after a great year.

Lifestyle creep — the expansion of spending as income rises — can feel natural, especially when
success feels permanent. But in careers where income is uneven, and longevity is uncertain, fixed
lifestyle upgrades can quietly create pressure later.

Why Lifestyle Creep is Especially Relevant for Sports & Entertainment
Professionals

Careers in sports and entertainment are often defined by timing.
As income grows, so do:

1. Housing and lifestyle upgrades;

2. Travel and family commitments; and

3. Support structures and ongoing expenses.
At the same time, these careers often involve:

1. Highly variable and unpredictable income;

2. Shorter peak earnings windows;

3. Performance, injury, or relevance risk; and

4. Income that may decline faster than expected.

When spending becomes fixed, but income is not, even strong earners can feel exposed, particularly
when between contracts or during transitions.

Enjoying Success Without Creating Long-Term Pressure

Lifestyle creep isn’'t about avoiding success. It's about deciding what upgrades are permanent, and
which should remain flexible.

One helpful way to frame this is to distinguish between:
e Permanent expenses (housing, debt obligations, long-term support)
o Flexible upgrades (travel, experiences, discretionary purchases)
Permanent expenses reduce optionality. Flexible upgrades preserve it.

The individuals who feel most confident financially aren’t necessarily the highest earners. They’re the
ones who’ve turned strong years into long-term stability, not just short-term lifestyle.
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Practical Planning Considerations
After a strong earning year, it may be worth revisiting:
1. Whether spending decisions assume peak income continues indefinitely;
2. How much of recent earnings have been set aside for future low-income years;
3. Whether lifestyle choices support flexibility between contracts or projects; and
4. How prepared the plan is for income gaps, transitions, or unexpected changes.
These conversations are easiest to have during good years, and most valuable before circumstances shift.

Looking Ahead

Lifestyle creep doesn’t announce itself. It accumulates quietly over time. But with a clear framework and
intentional planning, income growth can become one of the most powerful tools for building long-term
security, flexibility, and confidence.

Thanks for reading this issue of Well Advised. As you look ahead to the year to come, we hope this
conversation around lifestyle creep helps frame how today’s success can support long-term stability, and if
any of this resonates, we’re here to help.

Wishing you a happy and healthy New Year.

Adam J. Murray, CFP®, CPM®

Managing Director, Wealth Management
Financial Advisor & Family Wealth Director
The Murray Legacy Group at Morgan Stanley
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Chart of the Month: Annual Returns & Intra-Year Declines

This chart tells an important story: in nearly every year, the market experiences a pullback but that
doesn’t mean the year ends in the red. Despite average intra-year declines of more than 14%, the
S&P 500 has finished positive in 35 of the last 46 years.

S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns were positive in 35 of 46 years
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year
drops refers to the largest peak-to-trough decline during the year. Returns shown are calendar year returns from 1980 to 2025, over which the average
annual return was 10.7%. Past performance is no guarantee of future results. Guide to the Markets — U.S. Data are as of December 31, 2025.

Explaining the Chart:

This chart shows the total price return and maximum drawdown of the S&P 500 in each year since 1980.
Despite significant intra-year declines, the S&P 500 has finished the majority of years with positive returns,
encouraging investors to stay the course.

Our Perspective:

For many athletes and entertainers, volatility feels like a reason to wait, especially when holding a large
cash balance or bonus. But history shows that downturns are a feature of the market, not a flaw. In fact,
sitting on the sidelines can be more damaging to long-term growth than investing during periods of
uncertainty.

The key isn’t to avoid volatility, but to plan for it. With a solid emergency reserve, a clear view of short-term
expenses, and a long-term mindset, you can put excess cash to work with confidence, even when markets
feel uncertain.
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You Asked, We Answered

Each month the newsletter will include a reader-submitted question and our take on it. If there’s a topic
you’d like us to explore — or something you’ve been wondering about — we’d love to hear from you.

Question: “Should | be prioritizing Roth savings at my income level?”

Our Take:

For high-earning sports and entertainment professionals, Roth strategies are often less about short-term
tax efficiency and more about long-term flexibility and tax diversification.

Many individuals in these fields experience uneven income and accumulate assets during peak years that
may be difficult to replace later. While tax-deferred strategies are valuable, they can create future
constraints if too much wealth is locked into accounts that require taxable withdrawals.

Roth savings offer a different kind of flexibility. Contributions or conversions are generally made with after-
tax dollar, but qualified withdrawals are tax-free. That flexibility can be especially helpful when coordinating:

1. Retirement income planning;

2. Career transitions or post-career income gaps;
3. Charitable goals; and

4. Years when taxable income is lower.

(This discussion is for informational purposes only and is not intended as tax advice. You should consult
your tax advisor regarding your specific situation.)

As with any strategy, Roth strategies are not universally appropriate. The right approach depends on
currentincome, expected future earnings, available liquidity, and how much of your balance sheet is already
tax-deferred.

In many cases, the most effective approach isn’t choosing Roth instead of other savings strategies — it's
incorporating Roth savings alongside them to preserve flexibility across different phases of life and career.

Thanks for reading this issue of Well Advised. If you'd like to submit a question for a future edition — or talk
more about anything we covered today — we’d love to hear from you. Let's keep the conversation going.
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Disclosures

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth
Management or its affiliates. All opinions are subject to change without notice. Neither the information provided nor
any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no
guarantee of future results.

The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks. An
investment cannot be made directly in a market index.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which
may create a different type of relationship with different obligations to you. Please visit us at
http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

A 10% penalty tax will apply on funds converted to a Roth if those funds are withdrawn before five years have elapsed
unless the owner is age 59 V2 or another exception applies.

A Roth Conversion may not be right for everyone. There are a number of factors taxpayers should consider before
converting, including (but not limited to) whether or not the cost of paying taxes today outweighs the benefit of income
tax-free Qualified Distributions in the future. Before converting, taxpayers should consult their tax and legal advisors
based on their specific facts and circumstances.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private
Wealth Advisors do not provide tax or legal advice. Individuals should consult their tax advisor for matters involving
taxation and tax planning and their attorney for matters involving trusts, estate planning, charitable giving, philanthropic
planning or other legal matters.

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their
accuracy or completeness.

Morgan Stanley Smith Barney LLC. Member SIPC.
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