
L
ast week, the usually
highly anticipated NBA
trade deadline passed
rather uneventfully. No
major trades went

down. Although there was chatter
surrounding big names who were
expected to be traded before the
deadline, these rumors never
came to fruition. 
One reason NBA teams were

less active in the trade market this
year is because of a recent
financial windfall in the NBA. 
As a result of all of the money

bouncing in, there is a huge salary
cap rise on the horizon. Therefore,
teams were cautious to trade away
players already locked into
contracts under a more modest
salary cap. And, teams appear
confident that there will be enough
money and cap space to afford
picking up available key players
during the free agency period this
summer. 
Just back in 2011, the NBA was

crying poor and the players took a
hit financially because of this. The
NBA’s 2011 collective bargaining
agreement reduced the share of
basketball income that went to
players from 57 percent to 51
percent. 
Now, in 2016, the players should

expect increases in their earnings
because NBA profits are booming.
Over the past year, the NBA has
been keeping quite a few lawyers
busy by going into full court press
mode on entering into and
extending NBA sponsorship and
media partnership contracts. 
To provide some major

examples, this season the NBA’s
groundbreaking television
contract with ESPN and Turner
Sports commenced. The lucrative
deal is worth $24 billion over nine
years, tripling the previous annual
rate.
In April 2015, PepsiCo

contracted with the NBA to
replace Coca-Cola as the league’s
exclusive food and beverage
partner. The financial terms of
this deal were not disclosed but it
is reported that the new deal is
worth significantly more than the
partnership with Coca-Cola. 
Last June, Nike signed an eight-

year contract to replace Adidas as

the official apparel provider of the
NBA commencing with the 2017-18
season in a deal worth more than
$1 billion annually. 
In July, the NBA contracted

with Tencent Holdings Ltd., a
Chinese Internet company, to
expand its partnership to provide
live games and other program-
ming, worth a minimum of $500
million for  five years.
In November, the NBA traded

Sprint for Verizon as its official
wireless service provider, a deal
worth in excess of $400 million for
a three-year period. 
In December, Anheuser-Busch

extended its partnership with the
NBA for another four years. 
And, in January, the NBA and

Stats LLC announced an
expansion of their partnership in
delivering game-time statistical
data which will allow the NBA to
increasingly profit from providing
statistics to fans and generating
web traffic.
Clearly these massive contracts,

among others, have contributed to
the rising value of the NBA fran-
chises. The average team is now
reportedly worth $1.25 billion, up
13 percent over last year. 
Correlating with the increasing

franchise value, players who are
not locked into team contracts are
expecting their salaries to
skyrocket. NBA players are well
aware that the higher the overall
basketball-related income, the
higher their salaries will be. But,
there is still the collective
bargaining agreement to consider. 
The collective bargaining

agreement, among several other
things, defines the league’s salary
cap and sets minimum and
maximum salaries for players. A
salary cap is a limit on the amount
teams can spend on player
contracts, which helps to maintain
competitive balance in the league. 
Without a salary cap, richer

teams could outspend other teams
for the better free agents. The
basic purpose of a salary cap is
that a team can only sign a free
agent if its total payroll will not
exceed the cap. 
The collective bargaining

agreement in play (the one from
2011 that reduced the player’s

percentage share of basketball
income) runs through the end of
2020-21 season. But, luckily for the
players, they may opt out of this
collective bargaining agreement
by December. 
Due to the NBA’s enhanced

financial state, players are
expected to opt out this December. 
This season’s per team salary

cap has already set a record at $70
million. And, the salary cap is
expected to drastically increase in
the next two seasons to around
$90 million in 2016-17, then to
around $110 million in 2017-18. 
As evidenced by this year’s

uneventful trade deadline, these
cap jumps are changing the way
NBA teams go about their
business, including incentivizing
them to hold onto players under
contract as opposed to trading
them for players with expiring
contracts to free up cap space.
Previously, when teams were

forced to be budget conscious,
players with expiring contracts
were sought after by other teams.
This is because if a team had a
player locked into a long-term
contract, as a strategy to free up
needed cap space, the team could
trade that player for another
player (or players) with expiring
contracts of equal value by the
trade deadline. 
Then, during the offseason

when those contracts expired, the
team wouldn’t be obligated to pay
for those players anymore and
would have the option to either re-

sign them or get rid of them to
free up cap space for room to
acquire free agents. 
The cap increases, however,

make players currently subject to
long-term contracts more valuable
for the teams to hold onto because
the compensation in those existing
contracts is based upon a more
modest salary cap. Additionally,
with so much extra cap space,
teams can afford to hold onto
these existing contracted assets as
well as acquire free agents.
Now more than ever, unre-

stricted big-name players, or those
with options to extend their
contracts or enter free agency,
have great incentive to hit the free
agency market because teams will
have much more money to offer.
Reports indicate that many of
these players refused to commit to
re-signing with new teams
because of the opportunities to get
better offers in the summer due to
the added cap space. 
Although the trade deadline this

year was anticlimactic, it appears
that teams managed their assets
as well as could be expected this
season by being cautious at the
trade deadline. At this point,
trades appear unwise since teams
will have plenty of cap space and
money to sign players in the
offseason while also having plenty
of cap space to keep their existing
contracted players.
On the bright side, we can look

forward to an exciting and
unprecedented free agency period
this summer.
A large portion of players are

still under contract so the new
money will go to the portion of
players, and those players who
planned well, who will be free
agents in this ideal time.
LeBron James signed just a

two-year contract with the
Cleveland Cavaliers two summers
ago, instead of demanding a max
deal, which will now allow him to
capitalize this summer in free
agency if he bypasses his option to
extend his current contract. 
Some other big names in the

2016 unrestricted free agency
class include Kevin Durant,
Dwight Howard, Mike Conley,
Dwayne Wade and Joakim Noah.
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