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Shaping
Your Future

In partnership with insight and innovation
consultancy FreshMinds, we undertook extensive
research into the medium term future of the legal
services sector. The scale and impact of sector
change is summarised in the following five trends.
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The strength of response to the
disruptive effects of technology will
distinguish the future winners and
losers in the legal services sector.

Rapid advances in technology will lead to
process driven work historically undertaken by
associates for higher margins, being automated
and commoditised. Agile, tech-savvy and client
focused new entrants will take increasing market
share in this space, hitting the profitability of
traditional law firms if they fail to adapt. Over
the longer term artificial intelligence has the
potential to perform complex analytical tasks
with little human input. Furthermore, mobile
technology will enable agile resourcing models.

Incumbents can get ahead of the curve
if they move fast, invest in and fully
embrace technology, viewing it as an
opportunity rather than a threat.

The competitive threat to the
mid-tier will intensify.

The mid-tier will find their market share
threatened by dual pressures from top-tier law
firms who have capital to invest in technology
and will increase their focus on high-end

work, and from more agile market entrants
able to offer process driven work at a lower
cost. Struggling to compete on fees and
differentiation, the mid-tier will have little choice
but to further consolidate. This consolidation
will take the form of mid-tier firms merging to
improve their market position and larger players
picking up firms that can provide access to
growth markets or specialist / niche skills.

Legal start-ups are on the rise

2009: 15 legal start-
ups on AngelList

February 2017: 1,479 legal
start-ups on AngelList

Profit margin gap between UK’s top five and mid-tier has
doubled from five years ago

40%— 2010-11 40%—  2015-16
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After numerous false dawns, the legal
services landscape will finally be
reshaped and influenced by new market
entrants and process re-engineering.

The legal services landscape is going to
become more crowded, as alternative
business structures, including legal process
outsourcing providers (LPOs), legal-tech and
the Big Four accounting firms, gain traction
by offering clients greater efficiency, quality
and service. They are already doing this by
investing heavily in technology and processes
to undercut traditional law firms for high volume
work. In the case of the Big Four, there is also
expansion into emerging markets, a focus on
legal areas that complement their own wider
practices, and the targeted acquisition of

top legal talent. These additional competitive
threats will force incumbents to continue

to rework business models and processes

in order to optimise efficiencies. Levers
include automation, outsourcing, changing
the lawyer to non-lawyer ratio, on demand
staffing and off-shoring or near-shoring.

The next five years will bring radical
change to the organisational
structure of law firms and a
different talent requirement.

The traditional law firm staffing structure will
be replaced by a leaner pool of permanent
legal staff working closely with non-traditional
and temporary employees. Certain roles

will vanish or be redefined as work is either
automated or outsourced, and an increase

in the use of contract lawyers is anticipated.
Transition from law firm to legal enterprise will
demand a broader range of business skills
relating to technology, business analytics,
data intelligence and project management.
These broader skill-sets are in great demand
across the services sector and will pitch law
firms directly into an intense war for talent.

Size of Global LPO Market ($bn)
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The LPO sector is expected to grow at a CAGR of 30%

Source: Grand View Research
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Legal services firms of the future
will flourish on the triumvirate

of skill, productivity and on-going
innovation rather than simply scale.

Bigger will not always be better, particularly
given the heightened risks of international
expansion and the corresponding need to be
agile to changing market conditions globally. The
most resilient firms will be those that anticipate
and understand client needs, build strong
relationships, convey a differentiated culture
and purpose, and deliver in the most efficient
and innovative (and hence profitable) way. For
most, this will mean moving up the value chain
to focus on more complex areas that cannot be
easily replicated, automated or commoditised
while continuing the unstinting focus on
improving operational and cost efficiency.

Innovation in Focus

71% of law firms surveyed believe that innovation
is critical to exploit opportunities and differentiate.

Source: Law Society Survey 2016




YW@KnightFrank
KnightFrank.co.uk

Contact

s
-

William Beardmore-Gray Lee Elliott

Head of Global Occupier Services Head of Commercial Research
& Office Agency

T: +44 (0) 20 7861 1308 T: +44 (0) 20 7861 5008

E: william.beardmore-gray@knightfrank.com E: lee.elliott@knightfrank.com

This general document is provided strictly on the basis that you cannot rely on its contents and Knight Frank LLP (and our affiliates, members and employees) will have no responsibility or liability
whatsoever in relation to the accuracy, reliability, currency, completeness or otherwise of its contents or as to any assumption made or as to any errors or for any loss or damage resulting from
any use of or reference to the contents. You must take specific independent advice in each case.

It is for general outline interest only and will contain selective information. It does not purport to be definitive or complete. Its contents will not necessarily be within the knowledge or represent the
opinion of Knight Frank LLP. Knight Frank LLP is a property consultant regulated by the Royal Institution of Chartered Surveyors and only provides services relating to real estate, not financial services.

It was prepared during the period September 2016 — April 2017. It uses certain data available then, and reflects views of market sentiment at that time. Details or anticipated details may be
provisional or have been estimated or otherwise provided by others without verification and may not be up to date when you read them. Computer-generated and other sample images or plans
may only be broadly indicative and their subject matter may change. Images and photographs may show only certain parts of any property as they appeared at the time they were taken or as they
were projected. Any forecasts or projections of future performance are inherently uncertain and liable to different outcomes or changes caused by circumstances whether of a political, economic,
social or property market nature.

Prices indicated in any currencies are usually based on a local figure provided to us and/or on a rate of exchange quoted on a selected date and may be rounded up or down. Any price indicated
cannot be relied upon because the source or any relevant rate of exchange may not be accurate or up to date. VAT and other taxes may be payable in addition to any price in respect of any
property according to the law applicable.

© Knight Frank LLP 2018. All rights reserved. No part of this presentation may be copied, disclosed or transmitted in any form or by any means, electronic or otherwise, without prior written
permission from Knight Frank LLP for the specific form and content within which it appears.

Each of the provisions set out in this notice shall only apply to the extent that any applicable laws permit. Knight Frank LLP is a limited liability partnership registered in England with registered
number OC305934 and trades as Knight Frank. Our registered office is 55 Baker Street, London W1U 8AN, where you may look at a list of members’ names. Any person described as a partner is
a member, consultant or employee of Knight Frank LLP, not a partner in a partnership.



