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Music streaming industry  

The music streaming industry has seen a significant increase in popularity in recent years, with the 

advent of streaming platforms such as Spotify, Apple Music, and Tidal. These platforms have 

revolutionized the way music is consumed, allowing users to access a vast library of songs and albums 

on-demand. As a result, the music industry has seen a significant shift towards streaming as the 

primary source of revenue. Spotify, launched in 2008, was aimed at replacing the illegal file sharing 

taking place on sites such as Napster and Kazaa, and allowed subscribers to stream music on demand 

at a fraction of the cost of owning it outright. Its success ushered in an era of music streaming services 

that quickly replaced online music stores as the key driver of digital music revenues. 

Music rights holders benefitted from the new business model and music streaming became the buzz 

word in the industry. Subscriber numbers grew exponentially as competing streaming services such 

as Apple Music, Deezer, Tidal, YouTube Premium and Tencent Music Entertainment (TME) joined the 

ranks. Spotify reported c. 18m premium subscribers in the first quarter of 2015, a number it would 

see grow to 195m by the third quarter last year. Worldwide music streaming subscribers across all 

platforms stood at 616.2m by the middle of last year, up 17.4% from the year before. 

The worldwide music streaming market was estimated to be worth $29.5bn in 2021 and is expected 

to grow at a rate of 14.7% through to 2030. Much of the growth is expected to come from China where 

TME has 87.2m users, representing a 13.4% global market share and marking it as the third largest 

Digital Service Provider (DSP) globally. Spotify is the world’s largest DSP with a market share of 30.5% 

followed by Apple Music at 15%. 

One company that has seen success in the music streaming industry is Hipgnosis Songs Fund. The 

company was founded in 2018 by Merck Mercuriadis, a music industry veteran who has worked with 

artists such as Elton John, Beyoncé, and Guns N' Roses. The publicly traded company is listed on the 

London Stock Exchange and its primary focus is the acquisition of music copyrights. It owns the rights 

to over 65,000 songs with 3,854 number one songs in global charts and 156 Grammy winning songs. 

Some of the notable songs in their catalogue include Beyonce's "Crazy in Love," Coldplay's "Viva La 

Vida," and "Black Hole Sun" by Soundgarden. 

Hipgnosis was formed with the idea of creating an investment vehicle for music copyrights, which 

were traditionally illiquid and difficult for investors to access. The company's goal is to provide 

investors with access to a diversified portfolio of music copyrights that have the potential to generate 

revenue over an extended period of time. The company made its first acquisition in 2018 with the 

purchase of the catalogue of songwriter and producer Tim Blacksmith, which included songs such as 

Beyoncé's "Crazy in Love" and "Single Ladies (Put a Ring on It)." This was followed by a series of 



 
 
acquisitions, including the catalogue of songwriter and producer Toby Gad, which included songs such 

as John Legend's "All of Me" and Beyoncé's "If I Were a Boy." 

In 2019, Hipgnosis went public on the London Stock Exchange, becoming the first investment company 

focused on music copyrights to be listed on a major stock exchange. Since its listing, Hipgnosis has 

continued to make strategic acquisitions, adding a diverse range of songs to its portfolio. The 

company has also diversified its revenue streams, generating income from streaming platforms, 

licensing and syncing. 

Last year the share price came under pressure when interest rates started rising and its portfolio 

valuation came into question. The company’s portfolio of intellectual property rights is valued by an 

independent catalogue appraiser, Massarsky Consulting/Citrin Cooperman, who resisted adjusting for 

higher interest rates, stating it took a longer-term view on interest rates. The share price was down 

43% for 2022 trading at a 42% discount to net asset value, representing a unique opportunity to own 

a piece of the music streaming industry at a fraction of the cost. The company itself has been buying 

back shares in a show of confidence. 

There have been strong tail winds for Hipgnosis Songs Fund since the last quarter of 2022. The 

Copyright Royalty Board issued a ruling at the end of last year setting out the rates of royalty 

payments for the next five years and came in slightly ahead of expectations, boosting the expected 

income streams for Hipgnosis. Furthermore, Hipgnosis had a bumper festive season with Mariah 

Carey’s ‘All I Want for Christmas Is You’, which is part-owned by the company, reaching the top of 

the Billboard Hot 100 chart for the 2022 Christmas period for the second time. The song saw total 

stream on Spotify surge 30% higher for the year to 196.7m with total stream of 1.43bn and setting a 

daily record on the 24th  of December of 21.3m. Ed Sheeran’s ‘Shape Of You’, another song part-

owned by Hipgnosis is the second most streamed song on Spotify with 3.332bn streams. 

Hipgnosis Song Fund is an interesting alternative investment and an attractive diversifier in a 

balanced portfolio. The share is trading at a deep discount to net asset value and offer significant 

upside potential when central banks become less hawkish and interest rates start tapering off.  
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South African Reserve Bank lifts the repo rate by 25bps. 

INTRODUCTION: At its first meeting of 2023 on Thursday, 26 January, the South African Reserve Bank 

(SARB) lifted the repo rate by 25 basis points (bps) to 7.25%. Three members of the Monetary Policy 

Committee (MPC) voted for the announced increase, while two voted for a 50bps increase. It may 

signal that the hiking cycle is abating. The increase in the repo rate comes despite December’s 

surprise inflation numbers, which showed a slight cooling off to 7.2%. This latest rate hike is the 

eighth in the current cycle, which started in November 2021 (the total adjustments to date are 

375bps). The 25bps rate hike was broadly in line with consensus expectations. In his address, SARB 

Governor Lesetja Kganyago, frequently underlined the importance of price stability to the greater SA 

economy – despite the short-term costs to local consumers. Price stability remains necessary to 

achieve long-term economic growth.  



 
 
EFFECT ON THE MARKETS: Reaction from the market was positive - the JSE was up by more than 1% 

after the interest rate announcement. However, the rand weakened after the announcement, trading 

at R17.20/USD at 21h40. On Friday the JSE closed at another all-time high of 80,791. Intraday it hit 

81,000. An analyst remarked: “The JSE is too cheap. It had to go up at some point. It can certainly 

pull back, but the medium term target is 89,500 to 90,000.” The current Price Earnings ratio of the 

JSE is 13.15x. The interest rate hike increased South Africa’s prime lending rate to 10.75%. The Rate-

hiking cycle is starting to slow amid the SARB’s uncertainty around economic prospects. 

ECONOMIC OUTLOOK: Governor Kganyago painted a bleaker picture of South Africa’s medium-term 

growth prospects amid heightened global uncertainty and concerns around the impact of 

loadshedding and failing state-owned enterprises (SOEs) at large. This was quite an unusual move 

away from only monetary orientated commentary on the part of the SARB. Interestingly, the SARB 

nevertheless appears as uncertain as financial markets at large on the direction of both the global 

and local economic outlook, frequently citing uncertainty to its inflation and growth forecasts. 

GROWTH FORECASTS HALVED: Governor Kganyago slashed the country’s growth forecast exactly by 

half for the next two years, highlighting the dire impact the worsening power supply crisis is 

anticipated to have on the economy. The SARB now projects that South Africa’s 2023 GDP will grow 

by a meagre 0.3%, half of the previous estimate of 0.6%, due to “extensive load shedding” as well as 

other logistical constraints. Its forecast GDP growth for 2024 is now just 0.7%, half of the previous 

estimate of 1.4%. It has cut its growth forecast for 2025 from 1.5% to 1%. The SARB also forecasts no 

growth for the fourth quarter of 2022, despite the economy growing 1.6% in quarter three. These 

significant downward revisions come as load shedding has escalated to unprecedented levels, with 

multiple power cuts taking place daily for several weeks now. Official GDP figures for the last quarter 

of 2022, and the year as a whole, are yet to be released. The Bank estimates that 2022’s growth will 

come in at 2.5%. “The forecast takes into account ongoing high levels of load shedding, and more 

modest household spending and investment growth than previously,” Kganyago said. 

UNEMPLOYMENT: Commenting on the SARB’s sharp downward GDP revisions, chief economist at 

Sanlam Investments, Arthur Kamp, said the forecasts were “far below the required level to deliver a 

meaningful, sustained decrease in the unemployment rate”. He added: “South Africa’s paltry 

economic growth rate cannot be attributed to monetary policy. Rather, the lack of sufficient, reliable 

energy supply, infrastructure bottlenecks and a high government debt level, which crowds out private 

sector investment, are the main problems.” 

STATE OWNED ENTERPRISES (SOEs): Kganyago painted a bleaker picture of South Africa’s medium-

term growth prospects amid heightened global uncertainty and concerns around the impact of 

loadshedding and failing state-owned enterprises (SOEs) at large. His reference to SOEs was 

interesting. The SARB itself is a SOE, albeit a successful and respected SOE. 

INFLATION: Kganyago added: “This marks the 8th consecutive rate hike since policy normalisation 

started in November 2021, to anchor inflation expectations more firmly around the mid-point of the 

target band of 3-6% and achieve the inflation target in 2024. The move was driven by the Bank’s 

assessment that risks to the inflationary outlook remain skewed to the upside. The headline Consumer 

Price Inflation (CPI) forecast was revised up to 6.90% in 2022 (vs. the prior estimate of 6.70%), kept 

unchanged at 5.40% in 2023, and raised to 4.80% in 2024 (vs. the prior estimate of 4.50%).”   

BOTTOM LINE: Last night Pres. Ramaphosa announced that the ANC wants a state of national disaster 

to be declared around South Africa’s energy crisis, with the presidency co-ordinating an emergency 

programme to “ensure that the energy crisis is properly addressed”. The Loadshedding Effect: Each 



 
 
quarterly decline of 1% in electricity consumption equals a 0.16% decrease in GDP (Absa research). 

The economy is unlikely to grow by more than 0.3% quarter-on-quarter through 2023 (Bloomberg). 

Below is a graph displaying the movements of the prime lending rate over a period of 60 years. Over 

60 years it was north of 10% for about 40 years. There may be signals that the hiking cycle is abating, 

but as the graph below illustrates, when interest rates go higher than 10% (we are at 10.75% now) it 

is difficult to bring it down. In these uncertain times you need a trusted consultant at your side. 

Contact one of our experienced consultants for a free consultation.  

South Africa Prime Overdraft Rate % (Source: Trading Economics, SARB) 

 

 

 

 

 

 

 

 

Disclaimer 

Information and opinions presented in this Market Report were obtained or derived from public sources that Overberg Asset 

Management believes are reliable but makes no representations as to their accuracy or completeness. Any opinions, forecasts 

or estimates herein constitute a judgement as at the date of this Market Report and should not be relied upon. There can be 

no assurance that future results or events will be consistent with any such opinions, forecasts, or estimates. Furthermore, 

Overberg Asset Management accepts no responsibility or liability for any loss arising from the use of or reliance placed upon 

the material presented in this Market Report. 
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