
Managing Partner Confidence index

These are sentiments expressed in the fourth quarter 2007 
Citi Private Bank Law Watch Managing Partner Confidence 
Index (MPCI) for participating firms. An index value above 100 
indicates optimism by managing partners. The top score  
is 200.
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Snapshot

Overall Confidence 
Index

Change from 
previous quarter Analysis

95  - 13

Latest index reflects the fifth consecutive quarter 
of declining confidence. What sets this most 
recent quarter apart is that MPs are on average, 
more negative than positive - a first since our 
survey began.

Outlook on the economy and its impact on the profession are 
both solidly negative. About six out of ten MPs anticipate a rough 
road ahead.

Index Value
 Change from 
previous quarter Analysis

Economy at Large 

50
 

 - 19
Worries about economic weakening continue to 
grow. Nine in ten respondents feel the economy 
is worse now than six months ago.

Business 
Conditions-Legal 

Profession  

67

 
 
 

 - 11

Concern about the economy’s impact on business 
conditions in the legal industry also grew. And 
the outlook for improvement over the next six 
months is dim at best.

While MPs remain positive about the prospects of their own firms, 
this optimism has steadily weakened over the past 12 months. 

Index Value
 Change from 
previous quarter Analysis

Profits

110
 

 - 13

Profit expectations for individual firms, while still 
broadly positive, continued their slow but steady 
12-month slide. Firms, on average, foresee profit 
growth up to 5% during the year ahead vs. actual 
growth of 9% in 2007.

Revenue

121

 
 

 - 19

Also exhibiting a steady downward trend, 
expectations about revenue growth fell another 
19 points this quarter. Most MPs anticipate lower 
growth of around 5% vs. 12% in 2007.

Expenses

112

 

 

 - 16

Despite the drop in this index from the 4th 
quarter, this number is 53 points higher than a 
year ago. MPs on average are still comfortable 
with their ability to keep a lid on expenses.   

Demand

128

 

 

 - 15

While the demand outlook remains positive, 
sentiment has softened with 32% of MPs 
expecting flat demand and 26% of MPs projecting 
growth of 0-3% vs. a 2007 increase of 5%. 

What a difference a year makes

Fifteen months ago, the majority of managing 

partners surveyed were feeling fairly positive 

about the world economy and the legal 

profession. Since then, the prevailing mood 

has gone from decidedly upbeat to somewhat 

pessimistic. In fact, the overall confidence index 

of 95 for the 1st quarter of 2008 is 13 points 

below last year’s 4th quarter, and a full 38 

points below the 1st-quarter figure reported 12 

months ago.

OVERALL CONFIDENCE INDEX

This drop to just below the baseline reading 

of 100 represents the first time in the history 

of the index that managing partners have, on 

average, been more negative than positive in 

their outlooks on the economy and its possible 

effects on the legal industry and their own firms.
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In assessing the prospects of their individual firms, MPs 

remain, on the whole, optimistic. Still, the degree of optimism 

is slightly lower than last year. Most MPs say they anticipate 

growth in profits and revenues, but expect it to occur at more 

modest levels than predicted in previous quarters.

Respondents also are feeling muted about demand for their 

firms’ services, but positive about their ability to control 

expenses. Still, the indexes for both categories fell 15 and 16 

points respectively. This could indicate a degree of caution 

creeping into an otherwise self-assured posture.

It would seem that the wave of dire economic news and talk 

about a possible U.S. recession continues to dampen overall 

expectations. This quarter, the macroeconomic index settled 

well below the baseline of 100. In fact, it now stands at 50, 

the lowest reading of general economic sentiment since the 

inception of our survey.

Roughly nine in ten MPs surveyed believe the overall 

economy is either “somewhat” or “considerably” worse 

today than six months ago. Seven in 10 feel it will continue to 

worsen over the next two quarters. About one in ten (13%) 

expect it to get considerably worse. 

The prevailing outlook for the legal profession is also solidly 

negative. The index for this category now stands at 67, which 

is 53 points lower than a year ago. Currently, more than 60% 

of the MPs surveyed expect the legal industry to slow in the 

wake of a faltering economy. 

About nine in ten feel that the economy as it relates to their 

profession is the same or worse than it was six months ago. 

And as they look ahead, about half predict that economic 

conditions for the industry will grow somewhat worse over 

the next six months.

Despite this wide-scale wariness, feelings about their own 

firms remain considerably more optimistic. Their outlook for 

growth, expenses and demand, though not quite as bright as 

in the 4th quarter of last year, remains optimistic.

Their position on profitability is moderately upbeat, as firms, 

on average, are expecting profit growth of up to 5% over the 

next 12 months. “Moderately” is the key word, however, since 

the index for this category fell another 13 points this quarter 

to settle at 110. This represents a 39-point drop since the 1st 

quarter of last year, the vast majority of which has occurred 

in the past two quarters. Firms are still feeling positive about 

their outlook for the months ahead, but they are clearly 

beginning to temper their optimism as a result of uncertainty 

about the economy.

Not surprisingly, expectations about revenue growth are also 

moderating. Down 19 points from last quarter, the index value 

for revenue expectation now stands at 121. This indicates that 

MPs expect revenue growth of around 5%, which is lower 

than previous quarters. 

On average, MPs are comfortable with their firms’ expense-

control efforts. One-third of those surveyed feel that their 

expense levels will not change over the next 12 months. 

Another third expect that costs will grow less than 5%. Two in 

ten see expense growth of 5% or more.  The sentiment seems 

counterintuitive given that the past few years have recorded 

near record expense growth.

PROFIT INDEX



Managing Partner Confidence index

EXPENSE AND REVENUE INDICES

As for the primary drivers of those costs, nine in ten MPs 

point to lawyer salary and benefits. Roughly three in ten cite 

changes in occupancy expenses, and almost two in ten (18%) 

say that increases in non-lawyer compensation costs will also 

play a role.

When it comes to the major cost component of most firms—

staffing—the outlook is broadly positive. This quarter’s  

results indicate that leverage will remain at current levels  

or rise just slightly.

Most MPs expect their non-equity lawyer ranks to grow at 

roughly the same pace as that of equity partners. By and 

large, anticipated growth in the number of equity partners 

over the next 12 months will remain at or close to 2007 

levels. Nearly seven in ten (67%) say they expect their equity 

partner FTE to grow by 3% or lower. Only about two in ten 

anticipate an increase of greater than 3%, and 15% look 

ahead to a reduction in their roster of equity partners.

Any additions to associate staffs are also expected to be 

moderate. Just about seven in ten foresee the need to add 

to their associate ranks. Six in ten expect these increases to 

be no higher than 3%, while one in 10 say they may look to 

decrease associate headcount over the next 12 months.

The vast majority of MPs anticipate continuing stability in their 

non-equity lawyer headcounts. Only 17% expect to grow their 

non-equity roles by more than 3%. Roughly four in ten see no 

change in their non-equity ranks over the next four quarters.

At this point, increases in lawyer headcount look to match 

expected increases in demand. The outlook for demand 

growth has moderated slightly over the past five quarters. 

This quarter’s index value of 128 is 35 points lower than the 

1st quarter value we reported a year ago. Still, the overall 

outlook on demand remains fairly positive. Roughly three in 

ten MPs surveyed anticipate demand for the next 12 months 

to remain at current levels. Just slightly fewer (26%) see 

demand for their firm’s services increasing in the low single 

digits. Only 16% expect any decreases in demand over the 

next 12 months.

These projections about lawyer headcount and demand would 

seem to indicate that MPs appear to be optimistic about their 

ability to successfully manage headcount growth to match 

softening levels of demand.

It also seems that all will remain fairly quiet on the merger 

and acquisition front, with only 21% of MPs indicating that 

they expect to grow inorganically. Only 16% plan to add a new 

domestic office, while another 16% say they are likely to add 

a new foreign office.

LAWYER GROWTH EXPECTATIONS

% of respondents anticipating
Equity 
Partner Associate

Non-Equity 
Lawyer*

Increase in excess of 3% 18% 28% 17%

Increase less than or equal to 3% 37% 41% 29%

No Change 30% 21% 43%

Decrease less than or equal to 3% 14% 8% 9%

Decrease in excess of 3% 2% 2% 2%

*Excluding Associates
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