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The 94th CBI/PwC Financial Services 
Survey shows a further improvement  
in confidence and a welcome recovery  
in business activity.
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The 94th CBI/PwC financial services 
survey shows a further improvement 
in sentiment, matched by a recovery 
in business and top-line revenues.  
It is particularly encouraging to  
see fresh growth reported across  
a range of sectors and customer 
segments. Rising profitability and 
an increase in employment reinforce 
the impression of greater confidence. 
Respondents’ generally upbeat 
assessment of the year ahead is 
tempered by uncertainty over 
returns on investment and the 
growing costs of regulation.

Executive summary

-40

-30

-20

-10

0

10

20

30

40

50

Optimism about business situation – Overall FS
Business volumes for past quarter – Overall FS

%

Jun
10

Jun
11

Sep
10

Mar
11

Sep
11

Dec
11

Dec
12

Mar
12

Jun
12

Sep
12

Dec
10

Mar
10

Mar
13

Previous survey
Current survey

Overall FS

Banking

Building societies

General insurance

Life insurance

Securities trading

Investment management

%

26

27

29

45

48

2

-24

8

-5

68

-57

72

30
29

Source: CBI/PwC Financial Services Survey, March 2013. Source: CBI/PwC Financial Services Survey, March 2013.

The improvement in sentiment is also 
being felt far more widely across the 
industry than before. Banks and 
investment managers remain more 
optimistic than three months ago, while 
building societies and securities traders 
are enjoying renewed confidence. In the 
latter two cases, the Bank of England’s 
Funding for Lending Scheme and the 
continued recovery in equity markets 
seem to have played a significant role. 
Only general insurers report a material 
deterioration in confidence (see Figure 2). 

It is not just improvements in sentiment 
that are widespread. The recovery in 
volumes of business and revenue is 
being felt across several sub-sectors  
of the industry. Apart from the insurers, 
all sectors report stronger business than 
in the previous quarter, and further 
improvements are forecast for the 
spring and early summer (see Figure 3).

Figure 1: Optimism and business volumes Figure 2: Confidence by sector

Confidence continues to improve, 
now accompanied by a recovery 
in volumes of business

Confidence among UK financial services 
firms continues to grow, building on  
the sharp upswing recorded in the last 
survey. Aggregate volumes of business 
have recovered too, suggesting that 
trading conditions are catching up with 
the industry’s improving sentiment  
(see Figure 1). These represent some of 
the most positive overall responses to 
emerge from the survey in recent years.
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Stronger employment plans 
suggest firms are ready to move 
forward from recent restructuring

Given the headlines that continue to 
surround the industry, the survey 
results show a surprisingly strong 
improvement in outlook, albeit a very 
welcome one. One explanation comes 
from the spread of growth across all 
customer segments – retail, commercial 
and financial. This hints at a possible 
strengthening in the economy, even if 
consensus forecasts only predict modest 
growth for 2013.1 The comparative 
stability of the eurozone during the 
survey period may have played a role 
too. The strength of the improvement 
also suggests a growing belief that the 
industry is finally emerging from a 
period of restructuring, and is 
increasingly well placed to benefit from 
any recovery in demand.

This impression is reinforced by 
respondents’ attitudes to costs.  
After reporting a strong focus on cost 
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Figure 3: Trends in volumes of business Figure 4: Trends in numbers employed

1 ‘Forecasts for the UK economy’, HM Treasury, 20.03.13.

reduction in the last survey, most 
sectors are now allowing total expenses 
to rise. Despite this, overall profitability 
is still expected to continue growing. 
Even so, firms will need to be careful 
not to let spending run ahead of 
top-line recovery.

The industry’s more balanced approach 
to costs is seen most clearly in 
respondents’ employment plans. 
Headcount is increasing across most 
sub-sectors, reversing the negative 
staffing outlook of the two previous 
surveys, and further growth is forecast 
for the coming quarter (see Figure 4).

Plans for the year ahead are more 
upbeat, but tinged with caution 
– especially over regulation

Respondents’ plans for the year ahead 
strike a balance between their renewed 
confidence and residual uncertainty 
about the longer term outlook. On the 
upside, concern about the impact of 
weak demand has fallen to its lowest 

overall level since 2008. New products 
are seen as an increasingly important 
source of growth, and capital 
expenditure on IT is expanding, 
although the goals of this investment 
vary between sectors.

Set against that, regulation is still  
seen as a threat by many respondents. 
Even if the shape of new initiatives is 
gradually becoming clearer, compliance 
continues to be a significant driver of 
capital costs and ongoing expenses.  
The uncertainty of returns on investment 
also means that some of those surveyed 
remain hesitant to commit capital to 
discretionary projects.
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Banking
Banking sentiment continues to 
improve, buoyed by solid growth 
across all customer segments. 
Headcount has begun to rise again 
and the banks are launching a new 
wave of investment in IT. The banks’ 
core businesses are increasingly 
well placed to expand – regulation 
and economics permitting. 

The banks’ return to confidence 
continues, although the improvement  
is less marked than in the previous 
quarter. After December’s survey, when 
confidence seemed to have run ahead 
of trading conditions, performance has 
now caught up with sentiment. A solid 
balance of respondents report stronger 
volumes of business, and further growth 
is forecast for the coming quarter. 

Even more positively, business is 
expected to improve across all the key 
customer segments: retail, commercial 
and financial. This implies a general 
improvement in confidence – something 
that would benefit the banks, the 
broader financial services industry  
and the economy as a whole. It is also 
significant that the proportion of 
respondents worried about future 
demand has fallen from 96% in 
December to 52%, the lowest level for 
three years.

In response to this improving 
performance, the banks are allowing 
costs to rise. Headcount has begun to 
grow again – a welcome reversal after 
the last survey’s negative employment 
outlook – and concerns about the 
dilution of management skills are easing. 
The banks also report a fresh increase 
in plans for capital expenditure on IT. 
This is linked to several factors including 
regulation, replacement and the desire 
to reach new customers. The resulting 
investment is likely to cover a wide 
range of areas including core platforms, 
payment networks and compliance 
systems, as well as customer-focused 
digital and mobile technologies. 
Although some banks report an 
improvement in profitability, their 
increasing costs are expected to offset 
the positive effects of stronger revenue, 
lower non-performing loans and a 
modest improvement in average spreads. 

Despite the unmistakably positive  
tone of the sector’s survey responses, 
we also note a few findings that suggest 
a slightly more cautious outlook. For 
example, the possibility of inadequate 
returns is prompting a significant 
number of banks to hesitate over their 
investment plans. The banks may be 
increasingly confident that their core 
businesses have been put onto a stable 
and profitable footing, but this is a 
reminder that the sector remains 
dependent on its own customers’ 
financial confidence. 

Business is expected to improve across  
all the key customer segments: retail, 
commercial and financial.



CBI/PwC Financial Services Survey 5

Building societies
Funding support from the Bank  
of England is cheering the building 
societies and helping them to write 
new mortgage business. Greater 
confidence is stimulating fresh 
investment and higher headcount, 
but doubts remain over regulatory 
changes and the sector’s near-term 
profitability.

Sentiment among building societies has 
improved significantly, reaching its 
highest level since before the financial 
crisis. The Bank of England’s Funding 
for Lending Scheme (FLS) may not have 
had the desired impact on lending to 
small and medium enterprises (SMEs),2 
but it has had a tangible effect on the 
residential mortgage market3 – and on 
building societies. This can be seen in 
societies’ average spreads, which have 
widened for the second quarter running. 
The scheme has given the societies 
access to affordable funding when they 
would otherwise be competing with the 
banks for retail deposits.

Growing levels of activity are 
encouraging the building 
societies to increase the level of 
investment in their businesses.

2 ‘Funding for Lending failure dismays BoE’, Financial Times, 11.03.13. 

3 ‘Mortgage lending powers ahead’, Financial Times, 14.03.13.

4 ‘House sales hit two-and-a-half year high’, Royal Institution of Chartered Surveyors, 12.03.13.

The FLS has also given societies the 
confidence to compete with the major 
banks in the mortgage market. Those 
surveyed report a strong quarter for 
volumes of business, and an unusually 
strong balance of respondents see retail 
demand as having improved. These 
responses are consistent with anecdotal 
evidence that some societies have 
advanced a significant share of all new 
mortgages over the past few months. 
An easing of concern over levels of 
demand suggests that the societies 
think recent increases in housing 
transactions4 may support mortgage 
appetite during the year ahead.

Growing levels of activity are 
encouraging the building societies to 
increase the level of investment in their 
businesses. Total operating costs are 
expanding again, and the sector reports 
its first material increase in headcount 
for a year. Investment in IT also 
continues to rise, with all those surveyed 
planning to take the chance to replace 
ageing systems. 

These positive responses are 
particularly welcome from a sector 
which has occasionally seemed to doubt 
its own sustainability over the past few 
years. Even so, it might be too soon to 
see this as the start of a permanent 
improvement. Average spreads are 
expected to tighten again, with volumes 
of business and profitability predicted 
to flatten off as a result. And as they 
contemplate the start of ‘twin peaks’ 
regulation in April, almost all the 
societies expect their compliance 
spending to rise. The sector has covered 
a lot of ground since the dark days of 
2008, but a sustained recovery probably 
remains some way off.



6 CBI/PwC Financial Services Survey

General insurance
A fall in insurers’ confidence reflects 
a disappointing quarter for 
premiums and profitability. Even so, 
those surveyed expect business to 
rally across personal and commercial 
lines in the coming months. 
Regulatory concerns have eased, 
and insurers are targeting new 
products and services for growth.

The survey shows a fall in general 
insurers’ headline confidence, reflecting 
a disappointing quarter for revenues 
and profitability. Levels of business fell 
during the first three months of the 
year, confounding December’s upbeat 
predictions. The value of premiums also 
declined, suggesting that insurers did not 
have the favourable round of commercial 
renewals they had hoped for. Even so,  
it is in personal lines that the sector’s 
performance was most disappointing. 
Respondents report weak retail business 
for the fourth quarter running. When 
combined with a reported increase in 
the value of claims, this underwhelming 
performance is putting continued 
pressure on profitability. This is further 
exacerbated by another reported 
decline in investment returns – an 
important reminder of the intense 
strain that low bond yields are placing 
on insurers’ finances.

Even so, not all the survey responses 
are negative. In fact, many imply a 
greater degree of optimism than the 
sector’s falling headline sentiment 
would suggest. Activity in both personal 
and commercial lines is predicted to 
grow during the coming quarter, and 
this is expected to lead to an overall 
increase in volumes of business. And 
the fact that profitability is expected to 
improve, despite a further decline in 
investment income, implies that rates 
may hold up or even strengthen over 
the spring and early summer.

Unlike their counterparts in the life 
industry, insurers report continuing 
growth in their headcount. This is 
expected to push up operating costs 
over the coming quarter. General 
insurers also appear less worried than 
the life companies about the impact of 
regulation, although it is notable that 
compliance costs are still rising despite 
the postponement of Solvency II. 

Looking forward, general insurers 
identify the launch of new products and 
services as their most important driver 
of growth. This may reflect the sector’s 
growing interest in the potential of 
telematics and data mining. Firms’ 
increasing desire to improve their 
mobile and digital platforms are also 
visible in their plans for customer-
focused IT investment.

Looking forward, general insurers 
identify the launch of new products and 
services as their most important driver 
of growth.
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Life insurance
Life insurers report a quieter  
quarter after the pre-RDR rush of 
the year end. An uncertain outlook 
for demand and premiums is 
encouraging firms to reduce costs 
and headcount, focus on cross-selling 
and consider strategic partnerships 
as a source of growth. Compliance 
costs are expected to rise. 

Life insurance sentiment has steadied 
again, following December’s last-
minute push for business before the 
implementation of the Retail 
Distribution Review (RDR). Respondents 
had expected business to cool off 
during the first quarter of the year, but 
volumes are actually reported to have 
contracted. Further declines in business 
and premiums are predicted for the 
coming quarter as the industry adjusts 
to its new environment. 

This outlook is supported by the life 
companies’ views of customer demand. 
After a strong push during 2012, a large 
majority see retail business as having 
declined. New business has also levelled 
off, hurting profitability. And although 
corporate pensions business is expected 
to take up some of the slack from the 
RDR, concerns about weak demand 
dominate life insurers’ assessment of 
the year ahead. In response, firms plan 
to boost their cross-selling efforts. 
Interest in mergers and acquisitions 
(M&A) and other forms of strategic 
partnerships also remains high, with 
improving distribution reach in high 
growth markets likely to be a priority 
for many firms.

Weaker levels of business are 
encouraging firms to tighten up their 
cost control. Total operating costs have 
fallen for the first time in eighteen 
months, and a majority of those 
surveyed expect further reductions 
during the coming quarter. Most 
notably, a significant balance report  
a downturn in headcount, a marked 
reversal of the positive trends that were 
a feature of the sector’s responses 
during 2012. In part this may be due to 
a reduction in temporary staff working 
on Solvency II, but it also reflects a 
growing view that firms need to stay  
on top of costs if they are to defend 
their profitability against the effects  
of weaker demand. 

The postponement of Solvency II has 
also had an effect on the sector’s plans 
for capital expenditure. The focus of IT 
investment has switched away from 
regulation and towards strategies 
intended to counter the effects of low 
growth, specifically customer acquisition 
and efficiency improvement. Despite 
the fall in regulatory investment and 
the Directive’s delay, almost all those 
surveyed expect ongoing compliance 
costs to grow as firms prepare 
themselves for ‘twin peaks’ regulation. 
The Financial Services Authority 
(FSA)’s thematic review of annuity 
pricing, announced not long before the 
survey was conducted, may also have 
coloured responses.5

Weaker levels of business are 
encouraging firms to tighten 
up their cost control.

5 ‘FSA loses patience with annuities pricing’, Financial Times, 01.02.13.
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Securities trading
Securities traders are enjoying a wave 
of optimism, reflecting rising equity 
prices and comparative stability in 
other markets. In response the 
sector reports a welcome increase  
in overall headcount. The prospects 
of tighter regulation and weak 
demand continue to cloud the 
long-term outlook.

Securities traders report a remarkable 
improvement in confidence, with 
sentiment rising at its fastest since 2009. 
This striking recovery is accompanied 
by a range of other positive responses, 
including the strongest improvements 
in volumes of business and commission 
income for two years. The survey does 
not analyse results by business line, but 
it seems clear that the comparative 
stability of bond, commodity and equity 
markets since the start of the year have 
had a positive effect. 

These responses are consistent with the 
confident views of investment managers. 
Rising global equity markets – which 
reached their highest level since June 
2008 in mid-March6 – must have played 
a particularly important role, given a 
strong reported improvement in retail 
business. The contrast with the 
negative responses of June 2012’s 
survey, before the current rally in equity 
markets began, is stark.

Securities traders’ improving sentiment 
is underlined by the fact that total costs 
are being allowed to rise. A strong 
balance of respondents are also 
increasing their headcount, reversing 
the reduction in staffing that has been  
a feature of recent surveys. Even more 
notably, average costs per transaction 
have remained steady and a majority of 
respondents see profitability as having 
increased. This suggests limited excess 
capacity in the sector, implying that 
firms’ recent efforts to trim their cost 
bases have had the desired effect.

Even so, one swallow does not make  
a summer. However positive securities 
traders may be feeling, the sector is 
unlikely to be able to turn its back 
entirely on the problems of the past  
few years. The survey shows that 
uncertainty about business prospects 
remains a serious concern, as well as 
being the leading obstacle to investment. 
The anticipated threat from regulation 
has increased too, with a number of 
long-standing initiatives due to be 
implemented during 2013. There is also 
a general view in the sector that weak 
demand and regulatory intervention 
will continue to erode profitability, 
making it hard for firms to plan and 
invest for the future.

Securities traders report a remarkable 
improvement in confidence, with 
sentiment reaching its highest level  
since 2009.

6 ‘Stocks at cyclical highs’, Financial Times, 15.03.13.
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Investment 
management
Investment managers remain 
remarkably confident, thanks to 
good equity market performance 
and particularly strong retail 
business. Despite rising investment, 
marketing costs and headcount, 
profitability continues to improve. 
The wave of new regulation is the 
only cloud on the horizon.

Investment managers continue their 
run of optimism, recording a fifth 
successive quarter of rising sentiment. 
The comparative stability of financial 
markets during the quarter, the strong 
performance of equity markets and 
growing confidence among investors 
are giving a significant tailwind to the 
sector’s performance. More than three 
quarters of those surveyed report 
stronger volumes of business and 
commission income. 

Predictions for the coming quarter are 
equally positive, with most of those 
surveyed expecting revenues to grow 
during the spring and early summer. 
Perhaps the most encouraging response 
to emerge from the survey is that 
business is seen as expanding across 
commercial, financial, retail and 
overseas customers. The improvement 
in demand from private individuals is 
particularly marked, illustrating the 
importance of good equity market 
performance to fund inflows.

Firms continue to recruit  
new talent, increasing their 
overall headcount and total 
staffing costs.

The survey also demonstrates the 
impact of equity market performance 
on fund managers’ profitability. 
Encouraged by their strong top line 
performance, more than three quarters 
of those surveyed are allowing their 
total operating expenses to rise.  
Firms continue to recruit new talent, 
increasing their overall headcount and 
total staffing costs. Even so, despite this 
increase in costs, a strong majority of 
respondents still see profitability as 
following an upward curve. 

Look to the year ahead, and the sector’s 
optimism is again apparent. Concerns 
over customer demand have fallen, and 
almost all those surveyed expect to 
spend more on marketing as they seek 
to maximise their potential for growth. 
Investment in IT continues to grow, with 
the desire to increase capacity cited as a 
motive by most respondents. An uptick 
in the perceived importance of M&A 
probably reflects the potential for 
established firms to acquire businesses 
or prop desks divested by banks.

If there is one cloud on fund managers’ 
horizon, it comes from regulation. 
Concern about the impact of new 
initiatives has fallen slightly, but an 
increasingly large balance of respondents 
plan to spend more on compliance 
during the coming year. The visibility  
of new regulations may be improving – 
as illustrated by the recent issuance  
of AIFMD Level 2 guidance – but the 
costs of compliance remain significant. 
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Contacts

To discuss the implications for the various sectors, please speak to your usual PwC 
contact or one of the following:

Financial services
Kevin Burrowes
UK Financial Services Leader 
020 7213 1395 
kevin.j.burrowes@uk.pwc.com

Copies of the full survey are available from the Confederation of British Industry,  
tel: 020 7395 8270, email: bookshop@cbi.org.uk. The price for a single quarter for 
members is £60 and for non-members is £95; an annual subscription for members is  
£210 and for non-members is £360.

This bulletin is produced periodically to address important issues affecting the financial 
services industry. If any of your colleagues would like to be added to the mailing list or 
if you do not wish to receive further editions, please write to:

Tina Mayo 
PwC  
7 More London Riverside 
London, SE1 2RT 
or email: tina.mayo@uk.pwc.com

Banking
Kevin Burrowes
020 7213 1395 
kevin.j.burrowes@uk.pwc.com

Building societies
Gary Shaw
0113 289 4367 
gary.shaw@uk.pwc.com 

Capital markets
James Chrispin
020 7804 2327 
james.chrispin@uk.pwc.com

Insurance
Jonathan Howe
020 7212 5507 
jonathan.p.howe@uk.pwc.com

Investment management
Paula Smith
020 7212 5409 
paula.e.x.smith@uk.pwc.com
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About this survey
The survey was carried out between 20 February and 7 March 2013.  
A total of 96 companies responded, including banks, building societies, 
finance houses, securities traders, investment managers, commodity brokers, 
private equity firms, insurance companies and insurance brokers. If you 
would like to participate in the survey, please contact Jonathan Wood at the 
Confederation of British Industry (email: jonathan.wood@cbi.org.uk).
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