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Collateral Attributes Call for a Nuanced View on Music Securitization
Notable differences in some collateral attributes across recent music royalty 
ABS transactions suggest deal analysis will become more nuanced, going 
beyond forming a broad view on the music securitization sector. Secular 
tailwinds and investor appetite should drive more issuance of music ABS 
deals. On the supply side, a growing number of artists and other copyright 
owners that look to monetize their music catalogs via lump sums rather than 
protracted royalty streams, should provide fresh collateral to securitize. Queen 
and Pink Floyd selling their music catalogs this year for $1.27 billion and $400 
million, respectively, are two recent examples. 
On the demand side, investors show increasing interest in esoteric segments, 
and especially those that may be less correlated with the economic backdrop 
and other securitized segments.1 The relative stability and predictability of 
royalty revenues from streaming services supports both sides of the equation. Issuance picked up 
this year, reaching $2.2 billion, including two deals that priced in recent weeks (Figure 1). Collateral 
diversity could allow investors to discriminate in the type of music royalty exposure they add. It can 
also facilitate intra-sector relative value if spreads gradually reflect collateral differences.

1  See “Recovery Bonds: No Need to Closely Watch the Fed or the Economy Here,” Securitized Products Special Topics, Academy Securities, November 
30, 2022

Figure 1. Music Royalties ABS Issuance and Spread Levels

Source: Bloomberg and Academy Securities

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Recovery.pdf
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Pool characteristics reflect sharp valuation differences in music royalty collateral. For example, the 
number of songs per pool in the three publicly issued transactions this year ranges from 5,000 to 
1,300,000, according to deal documents. The respective overall portfolio valuations range from $410 
million to $5.05 billion. That pegs values per song at $82,000 or $3,885, on average, depending on 
the pool (Figure 2).

Music Royalty Types May Drive Valuation Differences
Different music royalty types likely explain the stark per-song valuation differences Figure 1 shows. 
The royalty payments on the 5,000+ songs backing the $266.5 million BEATS 2024-1 deal (Kobalt 
Music) are all from music compositions and music publishing rights. In turn, recorded music royalties 
comprise 60% of portfolio payments in the 1.3 million-song catalog backing the $850 million TUNES 
2024-1 deal (Concord Music). Only 40% of the revenue in TUNES comes from music publishing royalties. 
Music publishing royalties are initially owed to songwriters/composers. Recorded music royalties are 
associated with the recording of music. In the recent catalog sale examples we mentioned above, 
Queen sold both its publishing and recording rights, according to press reports; Pink Floyd only sold 
its recording rights.
The catalog valuations we see on music ABS deals suggest royalty revenue from music publishing 
could be dramatically different from that of recorded music. Of course, the valuation differences 
can also be a function of the specific songs each catalog contains. Intuitively, hit songs or popular 
artists stand to generate more royalty revenue. Still, it may be challenging for non-specialists to value 
precise income streams. Moreover, deal documents appear to try and mask the specific songs in the 
collateral. We see top songs labeled as “asset 1”, “asset 2” etc.2  All told, at the very least the varied 
pool valuations across recent deals show the limitation of using the number of songs in a deal as a 
value-driver distinguisher.  

2  Interestingly, the opaqueness of song names we see in music ABS deals echoes the confidentiality on tenant identities in data center ABS, as we 
discussed in a recent report. In both cases, there could be valid reasons to mask the granular information in publicly issued deals. But the practice can 
limit the ability of market participants to conduct independent granular underwriting.

Figure 2. Music ABS Pool Attributes

Source: Presale reports and Academy Securities

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Tenant.pdf
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Deals Differ in Catalog Vintage and Genre
Catalog vintage and genre breakdowns should also play a role in value differences across music ABS.
•	 Competing drivers of vintage value. High percentage of seasoned music is considered a stronger 

collateral attribute, according to rating agencies. Royalty cashflows become more stable and 
predictable over the years since a song is released. On the flip side, song cashflows typically 
peak within a year or two of its release, subsiding later. There appears to be a trade-off between 
cashflow amounts and their stability/predictability, based on the song’s age. The 2024-vintage 
music ABS deals feature notable variations in their catalog age composition (Figure 3). Both LYRA 
2024-1 and TUNES 2024-1 have over 40% exposure to songs released 20+ years ago. But TUNES 
have elevated exposure (18%) to new songs, compared to LYRA (4%). In turn, the majority of BEATS 
2024-1 catalog is new songs. Such vintage differences again allude to a strong dependence on 
third-party music valuation agents for cashflow modeling. We expect ABS investors are gradually 
developing independent views on the nuances of royalty performance drivers.

•	 Music genres feature different cashflow curves. Stronger music ABS pools have diverse catalogs 
and multiple music genres, in general. Recent music ABS deals typically highlight the diversity 
of their catalogs as a credit strength. Still, we cannot immediately see genre breakdowns across 
deal documents. Different royalty dynamics of various music genres suggest cashflows can vary 
depending on pool genre composition. For example, country music generates significant revenue 
from radio, rather than streaming, according to industry participants. Country song revenues can 
surge post-release, and then drop significantly. In contrast, pop songs may have more sustainable 
cashflows from streaming. As such, any country-heavy pools may need to be dynamic, with new 
songs replacing seasoned ones. In other genres, static pools could be stronger given the stability 
of streaming revenues.

Figure 3. Music ABS Pool Vintage Breakdown

Source: Presale reports and Academy Securities
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Recovery.pdf
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_MF_Expenses.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_SBC.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_NonQM_DSCR.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PC_Prepay_2023.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRECLO_Mods.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_SARM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_MCRT.pdf
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_HR_HP.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_InvestorNonQM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_FRESB.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRE_CLO_FF.pdf
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics.pdf
https://academysecurities.com/wp-content/uploads/SP_Special_Topics_SeniorHousing.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf
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Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and 
opinions are current as of the date of this presentation and may be subject to change, they should not be 
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or 
investment advice. This material has been prepared by Academy Securities and is not financial research 
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law 
designed to promote the independence of financial analysis and is not subject to a prohibition on trading 
following the distribution of financial research. The views and opinions expressed may differ from those 
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling 
any securities. This information may not be current and Academy Securities has no obligation to provide 
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of 
the date of this presentation and are subject to change without notice. These forecasts do not take into 
account the specific investment objectives, restrictions, tax and financial situation or other needs of any 
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high 
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed 
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on 
assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts. 
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as 
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors 
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice, 
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance 
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO 
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.

©Academy Securities, Inc.


