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Introduction

» Expert evidence and commercial advisory
» “What if” quantification
» Applied econometrics and simulation

» Decision intelligence

Director

Economic Consulting
BDO LLP

t: +44 7771 972300

e: jyrki.kolsi@bdo.co.uk
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Objective: food for thought

Over the next 30 minutes:

» Does the macroeconomy matter for the legal sector as a whole?

» Putting economic forecasts into context

» Latest short- and medium-term macroeconomic forecasts and risk factors

» Some big-picture topics giving rise to risks and opportunities




Does the wider economy matter?
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Does the economy matter for selling legal services?

Employment law

Insolvency and
restructuring

Leveraged finance

Antitrust and
competition

Commercial International
litigation arbitration
Insurance =0 el

sustainability

Intellectual Corporate
property governance

Real estate

Human rights
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Legal services output falls in recessions

The general economy is not a good predictor of aggregate sector output, but the sector has not been
immune to past recessions

GDP growth and Legal sector growth (annual Q-on-Q %)
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OECD’s CLI series for the UK has been a better indicator of sector output
The latest figures point to potential trouble ahead

» CLI looks 6-9 months forward for
turning points in business cycles

» Apart from late 2000s, negative
sentiment on CLI has been
associated with falls in sector
output, with a lag

» 5 - 10% falls in sector output in
periods of low sentiment

» Currently defying gravity?

» Does it feel like good times?
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Context for economic forecasts
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Uncertainty has dominated forecasts recently

CPl inflation forecasts for 2022 and 2023, by month of forecast
Forecasts for 2022 (%)
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1. Forecasts for the UK economy: a comparison of independent forecasts, HM Treasury, March 22 - October 23
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Coherent scenarios

/ \

Inflation — Interest rates
Confidence in BoE Policy coordination Geopolitical shocks
confidence

» Entrenched inflation

» Cyclical recovery
» High interest rates as the new normal » Easing of interest rates

» Constraints to growth » Less constraints to growth
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Current outlook for the UK economy is pessimistic

BoE November 2023 baseline projections

» Interest rates to say high “as long GDP growth (%) 0.6 (0.9) 0(0.1) 0.4 (0.5)
as they need to”
CPI inflation (%) 46(4.9) 3.4(2.8) 2.2(1.9) 1.9

Bank Rate (%) 5.3(5.8) 5.1(5.9) 4.5 (5) 4.2

> Low or no GDP growth BoE November 2023 GDP growth trajectory - base uncertainty

Percentage increases in output on a year earlier
30
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Big(ger) issues

o\ IR LUl > ESG and transparency
SUCEVRICUSIAJII » Fxposure to climate crisis
» Uncertain government investment / regulation
" » Escalating conflicts and prevalence of sanctions
Geopolitics T . _ .
» Regionalisation and industrial policy
» Conflicting rules and regulations

Shifting » Societal impacts from larger wealth divides
demographics » Shifts in consumption patterns

» Labour and migration

Technological » Productivity boosts from Al?
disruption » Increased cyber risks

» Increased regulatory risks
» Continuing uncertainty on application of Al
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So, what to make of it all?

How might these things impact us?

Where are our sources of opportunity?
How would you spot opportunities emerging in the specific area?
What actions would you take to respond to them?

How quickly could your team respond opportunities or challenges?




FOR MORE INFORMATION:

Jyrki Kolsi

+44 (0)7771 972300
jyrki.kolsi@bdo.co.uk

JOB NUMBER

This publication has been carefully prepared, but it has been written in general terms
and should be seen as containing broad statements only. This publication should not
be used or relied upon to cover specific situations and you should not act, or refrain
from acting, upon the information contained in this publication without obtaining
specific professional advice. Please contact BDO LLP to discuss these matters in the
context of your particular circumstances. BDO LLP, its partners, employees and agents
do not accept or assume any responsibility or duty of care in respect of any use of or
reliance on this publication, and will deny any liability for any loss arising from any
action taken or not taken or decision made by anyone in reliance on this publication
or any part of it. Any use of this publication or reliance on it for any purpose or in any
context is therefore at your own risk, without any right of recourse against BDO LLP
or any of its partners, employees or agents.

BDO LLP, a UK limited liability partnership registered in England and Wales under
number 0C305127, is a member of BDO International Limited, a UK company limited
by guarantee, and forms part of the international BDO network of independent
member firms. A list of members' names is open to inspection at our registered office,
55 Baker Street, London W1U 7EU. BDO LLP is authorised and regulated by the
Financial Conduct Authority to conduct investment business.

BDO is the brand name of the BDO network and for each of the BDO member firms.

BDO Northern Ireland, a partnership formed in and under the laws of Northern Ireland,
is licensed to operate within the international BDO network of independent
member firms.

Copyright © November 2023 BDO LLP. All rights reserved. Published in the UK.

www.bdo.co.uk
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