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Who hasn’t dreamed of purchasing a future masterpiece, investing in an 

up-and-coming Michelin three-star restaurant, or producing the next 

Hamilton or Dear Evan Hansen on Broadway? But finding those yet 

undiscovered gems can be difficult and the investment decision involves 

considerations not readily apparent to the average investor. Like other 

non-traditional or alternative investments, these opportunities can be riskier 

and less liquid, and investors should consider whether these investments 

are appropriate for their risk tolerance. 

To illustrate this, in this piece, Klingenstein Fields Wealth Advisors (KFWA) 

takes a deeper dive into the exciting world of Broadway shows. We will  

look at the mechanics of how one can invest, what goes into putting on a 

production, why one might invest, considerations in deciding whether to 

invest, how returns or gains are paid out, and some background information 

on how the “asset class” has performed. 

Introduction

“Broadway has been very good to me. But then, I’ve been very good to Broadway.”  

– Ethel Merman
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Investing is easier than you think (as long as you’re qualified)

Broadway shows are similar to other private investments, and in order to invest, 
typically you must be an accredited investor and meet earned income or net worth 
requirements. Beyond that, most Broadway shows raise funds in units (or “shares”) 
ranging from $10,000 to $25,000. For many, this is not a substantial amount (if only 
buying one unit). There have also been some nascent efforts in the crowdfunding 
space at much lower minimums. Although many shows will have a stated minimum 
investment of $50,000 or greater, this is often negotiable, and, depending on the 
show, you may even be able to buy a partial unit. If you’re looking for recognition in 
the form of producer co-credit or even a mention, naturally, the overall commitment is 
greater and varies by show. The more you invest, the more “perks” you may receive, 
such as cast albums, posters, opening night and other complimentary tickets, 
souvenirs, invites to cast parties, and perhaps even access to the Tony Awards®1.  

How the money goes

It takes a lot of money to launch a Broadway production, especially a musical. The Book 
of Mormon cost $9MM to launch, not overly expensive in today’s world of musical 
Broadway. In comparison, Kinky Boots cost $13.5MM2, Shrek, $25MM and Spiderman: 
Turn off the Dark, a staggering $75MM. So how is all this money spent? While many 
might think that it goes to pay the talent, a breakout of the Kinky Boots budget might 
surprise investors:

ITEM
APPROXIMATE %  

OF BUDGET

Producers 0.001%

General manager 0.9%

Lighting 1.0%

Makeup and hair 1.1%

Sets and automation 1.6%

Costumes 2.5%

Actors 6.5%

Crew 6.8%

Theatre 18.0%

Advertising and promotion 19.0%

Creative team 23.5%

Other (day to day expenses, opening night party, etc.) 17.5%

Source: http://www.playbill.com/article/how-much-does-it-cost-to-put-on-a-broadway-show
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Of course, in the case of Kinky Boots, there was some major firepower on the creative 
team in the form of Harvey Fierstein and Cyndi Lauper, which helps explain why that 
category was such a high percentage of the total production cost. 

Why invest?

If you are thinking about investing in a show, here are some questions to ask yourself:

• Do I love the theatre and want to share my passion?

• Do I love this show, and will I be glad I was part of it, regardless of its success?

• Can I accept it if this show is a financial failure, and I do not get my money back?

If the answer to any of the questions posed is no, then investing in a show  
(or the particular show you are considering) may not be right for you. 

According to Michael Champness, Research Analyst and Senior Vice 
President at KFWA, “In the context of a purely financial decision, 

Broadway shows often do not make sense. Invest in a show 
because you love it, the same way you might buy a painting  
or sculpture, to have the pleasure of seeing it and sharing  
it with others. Research it as carefully as you can and invest 
with the hope of success, but with satisfaction regardless of  

the outcome.” 

What to look for

Once you’ve decided to consider a particular investment, it’s time to do 
your homework. Many of the factors below apply to any investment that you are 
considering, such as expertise and track record, although some are specific  
to show business:

• What is the track record of the people managing my investment? Have they 
invested in other winning shows consistently?

• Do I trust them with my money?

• Do they appear to have a well-defined, repeatable process?

• Are they accessible if I have questions (remember, though, that your level of access 
is directly related to your level of investment)?

• Is there star power involved that can help draw an audience? 

Note that even a top star doesn’t guarantee success on the Great White Way. Often star 
contracts include high salaries, sharing in the profits, and potentially costly expenses 
such as housing and transportation. A big star can also raise the risk of what happens  
if the star leaves the show (whether at the end of their contract, or before due to illness 
or other unforeseen emergency).
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Don’t forget about taxes

While you may be thinking of this as a donation to the arts, there are tax consequences 
to investing in a show. You should always consult your tax advisor to understand how 
this investment will affect you, including deductibility and reporting. The Bipartisan 
Budget Act reinstated a tax provision that allows shows and their investors to deduct 
production costs from federal tax returns, so you may be able to benefit from this. 
Shows are typically set up as a partnership, like many other private investments, and 
investors should receive a yearly form K-1. If the show has a long life, so will the 
partnership. Original investors in, say, Phantom of the Opera are still getting paid for 
their investment decades ago. But even after a show closes (whether after recouping 
the initial investment or not), the partnership may exist for years after. This can be so 
that residual payments can be settled and so that the intellectual property rights the 
partnership owns can be monetized in potentially other 
ways. For example, future versions of the show (say, 
on London’s West End or in touring companies) 
may have certain legal responsibilities or 
financial obligations to the Broadway 
production’s partnership. Producers  
may try to repay their investors whatever 
remaining funds exist as quickly as 
possible after the show closes, but some 
portion of the funds may continue to be 
“tied up” for an extended period of time, 
maybe even years.    

How risky is it really?

Pretty risky. According to most sources, only about 
20% of Broadway shows recoup their initial investments. 
However, this is not dissimilar to the success rate of most 
startups. According to a 2017 article4 in FastCompany based on a 
Harvard Business School study by Shikhar Ghosh, 75% of venture-
backed startups fail. “As with any investment, understanding the risk is 
critical,” states Mr. Champness. “Investors should understand that it is very 
possible that they lose much of their investment. For those who understand 
the risk and want to invest, we typically recommend that allocations to these 
and other more speculative and less liquid investments form a relatively small 
portion of an overall investment portfolio.” 

Based on how Broadway shows are produced and marketed, some of this risk is 
structural, or put another way, “unavoidable.” First, a show is not considered “locked” 
until opening night. (The director and creative teams can make serious changes up 
until that point.) So even if an investor has seen a version of the show off-Broadway or 
out of town, he or she technically has not seen the actual show he or she is being 
asked to invest in. And when a show gets to Broadway from wherever it was before, 
the changes to it are often significant. For example, songs can be added or cut, the 
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plot can be changed, major characters and their roles can be combined or altered, or 
an intermission may be added so the theatre can sell more drinks to the audience. This 
propensity to make changes is due to several factors, but mostly a) Broadway shows 
often need “broad appeal” to succeed (maybe taking some of the “edge” out of a 
show), and perhaps more importantly, b) it takes a lot (complex choreography, “glitz,” 
catchy songs) to impress a Broadway audience. Translation: what may have worked in 
a small 120-seat theatre downtown, may not be enough to fill a 1,300-seat Broadway 

theatre eight times a week and justify ticket prices of several hundred 
dollars apiece.  

Second, based on the nature of a Broadway show, much of the 
expense in the budget is “up-front.” Creative teams, liability 
insurance, intellectual property rights, union load-in crews  
and equipment rental, and promotion are often paid largely 
before opening night. These can be sunk costs regardless of 
the success of the show. In short, they can result in complete 

loss if the show is not a hit and, consequently closes soon after 
opening night. Particularly for the advertising and promotion, 

production teams have to spend aggressively ahead of opening 
night to make the theatre-going public aware of their show and to sell 

“advance” tickets. Interestingly, technology has changed this promotion equation 
rapidly and significantly. On the one hand, new media outlets (like YouTube) are 
competing for consumers’ time with more traditional outlets (like live theatre). This 
phenomenon has contributed to noticeable pressure on total Broadway box office 
sales. On the other hand, theatres and producers have found ways to generate far 
better returns on their advertising dollars with viral marketing campaigns and by 
buying targeted space on social networks (like Facebook).     

The more tickets and t-shirts sold…

Of course, it is possible to make money in Broadway investing. The individuals that 
invested in Hamilton, The Book of Mormon, Rent, and other hit shows ended up being 
very happy with the results. If a show is profitable, the profit is paid back to the original 
investors until their original investment is recouped, although the payment stream 
may be somewhat “lumpy,” so don’t expect a regular, consistent stream of checks. 
Once the original investment is recouped, the net profits are split between the official 
producers and investors at some proportion, often 50/50. Merchandizing can be an 
income generator, as producers and investors usually get a share of that also. So, tell 
your friends to buy those t-shirts! For a really successful show, if it goes on tour or 
“franchises” to other locations, you’ll probably have an opportunity to invest in those 
productions too.
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Klingenstein Fields Wealth Advisors: Broad Wealth Expertise

We help clients understand the complex risks and rewards associated with different 
investments and asset classes. We consider how each potential investment works 
within the context of an overall portfolio asset allocation to help set expectations and 
increase the potential for sustaining and building your wealth. We work with our 
clients to develop a thoughtful and sustainable plan based on their goals, risk profile, 
and unique circumstances. “We welcome the opportunity  
to meet with our clients to understand their 
motivations and objectives,” explains 
Shomari Gilyard, Director, Wealth Planning. 
“This allows us to develop a customized 
wealth plan that truly reflects our clients’ 
goals, both short-term and long-term.”   

We invite you to learn more about how 
Klingenstein Fields Wealth Advisors can  
help you. Please contact us at 212.492.7000 
or visit us online at www.kfwa.com. We look 
forward to hearing from you. 

IMPORTANT DISCLOSURES
Past performance may not be indicative of future results. Different types of investments involve varying degrees 
of risk. Therefore, it should not be assumed that future performance of any specific investment or investment 
strategy (including the investments and/or investment strategies recommended and/or undertaken by 
Klingenstein Fields Wealth Advisors (“KFWA”)), or any non-investment related services, will be profitable, equal any  
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. KFWA is 
neither a law firm nor accounting firm, and no portion of its services should be construed as legal or accounting 
advice. If you are a KFWA client, please remember that it remains your responsibility to advise KFWA, in writing, if 
there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/
evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to 
modify any reasonable restrictions to our investment advisory services. A copy of our current written disclosure 
statement discussing our advisory services and fees is available upon request or by clicking here. Please read the 
expanded disclosure in the linked report or by visiting our website at  www.klingenstein.com.

1   The Risks, Rewards and Realities of Investing in Theater, cnbc.com/id/39342313

2  Playbill, September 25, 2017, How Much Does It Cost to Put on a Broadway Show?

3 8 Cool Broadway Facts, https://amtshows.com/broadway-facts/

4   Why Most Venture-Backed Companies Fail, https://www.fastcompany.com/3003827/
why-most-venture-backed-companies-fail

5  18 Facts About Broadway You Probably Didn’t Know, https://blog.headout.com/18-facts-about-
broadway-you-probably-didnt-already-know/


