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Music royalties offer sound returns
by Ben Drysdale

According to my Spotify, I spent an 
astonishing 51,000 minutes of 2022 listening 
to music. For those without a calculator 
handy that’s a combined 35 days of listening 
to everything from ABBA to Zadok the Priest. 
Given all that time spent listening to music, 
you might think I’d have an idea about what 
it is that makes a good song. 

Is it a catchy and memorable melody 
that lingers in my mind long after I’ve 
finished listening? Could it be profound 
and emotive lyrics that stir strong emotions 
within me? Or is a truly great song one that 
can generate steady cash flows through 
a variety of different income streams over 
several decades? 

That last option might seem like an absurd 
way to characterise a song, but at the 
narrow intersection between investing and 
music, an asset class based on the revenues 
generated by the purchasing of music 
catalogues has emerged to potentially 
provide a fascinating opportunity for 
investors looking for something slightly 
different. But what does music investing 
actually involve and what makes a song a 
good investment?

As mentioned, investing in music royalties 
involves gaining exposure to the revenues 
generated by a song, which come from 
three main sources: performance royalties, 
which are paid (as the name suggests) 
when the song is performed. Whether it’s 
being streamed, played over the radio, or 
just on in the pub, the purchase of a licence 
needed to play that song is a source of 
revenue. Mechanical royalties, which are 
paid when a physical copy of the music 
is bought in the form of a CD or vinyl. And 
finally synch royalties, which are paid when 
the song is used in another form of media, 
like an advert or a film’s soundtrack.

So, now we have an asset class that is 
generating returns, as investors we want 
to know how to identify songs that will 
provide the best returns. Just like an equities 
investor might separate stocks into buckets 
of quality, growth, and value, a similar 
method can be applied to songs. Quality 
firms tend to be established and popular 
businesses with profits that stand the test 
of time, and likewise there are songs that 
have continued to produce royalties for 
decades. These evergreen songs are a 
safe and predictable source of revenue. 
Alternatively, there are popular songs that 
might not have the long-term track record 
that classic songs do. These are songs that 

an investor believes have instantly become 
culturally influential, just as classic songs 
might have done decades ago. Finally, we 
have songs that are considered under-
valued. These are songs that a manager 
believes may be well suited for an advert or 
film soundtrack and so have the potential 
to generate large, albeit unpredictable, 
synch returns. All three categories have the 
potential to provide good returns.

Here at MGIM, our conviction in the 
potential of music royalties to be a 
diverse source of returns has resulted 
in investments into two separate listed 
investment trusts that combine extensive 
experience in both the music industry and 
in investment management, to specialise in 
royalties investing. Hipgnosis Songs Fund 
with a catalogue of over 65,000 songs, 
and Round Hill Music with over 120,000 
songs are both key investors in an asset 
class supported by the growth of the music 
industry following years of decline. The QR 
codes below will take you to playlists of 
the best songs in their catalogues, both of 
which I highly recommend.

The emergence of the internet, falling 
physical sales, and widespread piracy, 
saw music revenues drop steadily until 
2014 when streaming services provided 
a legitimate way for fans to easily access 
music. Industry revenue is now dominated 
by streaming services, replacing physical 
sales. However, unlike physical sales, 
streaming revenues are far less cyclical with 
relatively cheap subscriptions to services 
such as Spotify or Apple Music being 
treated more as utilities by consumers than 
discretionary purchases. The popularity of 
streaming is expected to continue rising 
with revenue from other platforms like 
TikTok also contributing to broader industry 
wide growth.

However, while secular trends are 
expected to boost returns for the funds, 
both Hipgnosis and Round Hill suffered 
from last year’s aggressive rate hikes. 
Higher discount rates have dampened 
sentiment regarding the net asset values 
(NAVs) of both funds’ catalogues to levels 
that we believe are overly pessimistic. With 
both funds trading at wide discounts to 
NAV and dividend yields at around 6-7%, 
our conviction regarding the asset class 
has only strengthened and we have added 
to our positions in the funds across several 
portfolios.1
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Scan the QR codes below to listen to the playlists of the best songs in the Hipgnosis Songs Fund 
and Round Hill Music catalogues:

Hipgnosis Top Songs:                            Round Hill Music Royalty Fund:Top 50 earners 2022:

     

Sources: 1 Bloomberg Finance L.P.

Investing in songs may seem somewhat 
strange, but the asset class offers 
exceptional opportunities to those who 
are best positioned. It also means that next 
time someone asks me what my favourite 
song is, I’ll tell them that it’s the one that 
generates the best return for investors. I’m 
sure that will go down really well.



Global  
Matters 
Weekly
17 July 2023

For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts of 
interest. Unless otherwise stated, this e-mail 
is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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