HOW TO INVEST IN UK LAW
FOR HEALTHY RETURNS

IS UK LAW AN OVERLOOKED INVESTMENT
MARKET OR A VERY WELL-KEPT SECRET?

One of the main challenges investors
face is getting access to the most
lucrative opportunities without exposing
themselves to undue levels of risk.
Of course, investment is all relative and what
you get back depends very much on both what
you put in and when you do so. This makes
things much easier for investors with deep
pockets or those prepared to think outside of
the box, to seize the best opportunities, which
they can do with simple transactions rather
than through complex financial structures like
the rest of us.

So what’s the deal?
How do you make money from law?
We have all witnessed a massive rise in compensation
claims in the UK. Although the US is known for its
compensation culture, it has only just hit British
shores in recent years – since the 2008 financial crisis
in fact, and as such the UK only makes up 5% of the
worlds litigation market.
Unless you were living under a rock for a few years,
you will have heard about the PPI scandal. Perhaps
you’ve seen your fair share of personal injury claims
adverts too? More recently, ads calling for people to
join a class action against Mercedes have been airing
on British TV. And whilst the aggressive marketing
and cold calling campaigns were frustrating to us all –
they clearly reflected how lucrative the sector was for
those financing the marketing.
All of these issues spell exponential growth for those
British law firms suitably prepared and serviced – but
we haven’t seen anything yet!

COVID-19 Pandemic:
A ‘Black Swan’ Event
In financial circles, events that take place completely out
of the blue and without political or economic reason are
referred to as Black Swan events. The pandemic is the
biggest disruption to business since the financial crisis
of 2008, having a greater negative impact on UK’s GDP
growth in May alone than during the entire 2008/2009
period. This is certain to give rise to countless disputes
and claims, many through no fault of either party. Yet,
as shown by the PPI decision, there is also a growing
momentum for accountability by the big banks and credit
card companies.
In response to this new demand stream, legal giants
HFW, accountants KPMG and funders Augusta Ventures
announced a joint project to assist companies facing
problems caused by the pandemic and lockdown.
Now there’s only one reason these huge firms are
preparing for an onslaught of legal claims and that is
because they can smell the money to be made.

“Precedent dictates all
further actions taken by
UK Courts”

INVESTMENT INTO LITIGATION FINANCING
POST GREAT RECESSION

There is currently a legal debate raging about whether
the pandemic should be included in ‘Force Majeure’
clauses on contracts and leases to afford some
protection to small businesses, although no
conclusion has been drawn so far. However, once
a decision has been taken on this legal point,
it could open the floodgates for thousands of
claims – the almighty “Precedent” that dictates
all further actions taken by UK Courts.

This dynamic is the reason the wealthy can
continue to accumulate assets through times
of recession, which they can afford to hold on
to until they represent the value they want to
achieve.
Perhaps one of the most exciting investment
arenas that remain largely the domain of
institutions at this time is investments into
law firms and litigation, as close on £2 billion
pounds of investment to date clearly shows.

Much like 2008/09’s Great Recession, The
COVID-19 pandemic is set to trigger a tsunami of
growth in the legal sector.

Obviously, there is a strong expectation of a spike in legal
claims among Britain’s war-torn small businesses, and the
inevitable (and historical) surge in consumer litigation
claims. And savvy investors are getting ready to cash-in.

BUT HOW DO YOU ACTUALLY INVEST IN UK LAW?
Ok, let’s break this down as it’s a fairly complex market.
Firstly, we’ll take a closer look at what litigation funding actually means.

Using PPI as an example, one person took a
claim to court and they won the case, which
meant everyone else with a PPI policy could
take the same action, as long as they met the
same criteria.

Imagine the whole PPI scandal from the point
of view of a small legal practice. Although
demand for their services went through the
roof, it also presented significant cost – and
labour - implications.

Most of us can remember all-too vividly how
that panned out!

This is really when the seed was sown for
massive growth in the consumer litigation
investment market.

The whole PPI scandal revealed that banks
and credit card companies worked outside of
consumer rights and more importantly, that
they were legally obliged to compensate for
that.
Consequently a massive £38 billion was paid
out for mis-sold PPI policies.

What is Litigation Funding?
In simple terms, litigation funding is when a
third party provides funding for legal cases
generally provided on a ‘no win, no fee’ basis
(see PPI amongst others). These cases were
pursued at no cost to the consumer, but
were funded by 3rd party investors. If the
case is successful, either through reaching a
settlement or winning at trial, the investor is
paid a pre-agreed share of the proceeds, whilst
legal ATE insurance covers downside losses on
some types of case.
There are two main routes to making money
from law, other than qualifying as a Solicitor:
Investing into cases by providing presettlement funding against the anticipated
judgement of a case, or
Providing funding to help law firms manage
their cash-flow while sourcing and working
on cases in a similar way as invoice financing

Of note is the vast discrepancies within the presettlement model, where some cases (without
precedent) are high-stakes ‘win or bust’
situations whilst those cases complying with
existing precedent provide good, stable profits,
insurance against loss and an enormous volume
of cases.
And how can ‘ordinary’ investors get involved?
We mere mortals of the investment space have
to shift our focus to large volume ‘no win, no
fee’ claims where there is an important legal
precedent and subsequently, where our risk is
immensely reduced, and insurance protection
applies.
What does that mean?
A legal precedent means that a case has been
judged by the UK Supreme Court a certain way
in the past. Such a judgement sets the exact
rules for handling of similar cases and opens the
doors for cases to be automatically judged the
same way.

For British law firms, PPI claims resulted
in almost 40 Million cases which were all
concluded on a “No win, no fee” basis.
Legal precedents almost always lead to early
settlement.

The Plevin ruling also
means that consumer
litigation is an ideal
investment sector for people
with a low risk appetite.

Since then, that seed has been germinated
by a legal precedent known as Plevin (Unfair
commissions), which came about in 2014. This
ruling on a PPI-related case instantly opened
the doors even wider for compensation claims
for any mis-sold financial product, including
mortgages, pensions and investment.
The Plevin precedent defined that PPI policies
included unfair terms and subsequently, broke
the law. This now allows millions of policy holders
recourse – and all on a ‘no-win, no fee’ basis. .
As you can imagine, Plevin cases are expected
to significantly impact demand for legal
services in the coming months and years, giving
the UK law sector massive growth potential.
The Plevin ruling also means that consumer
litigation is an ideal investment sector for people
with a low risk appetite.

HOW TO INVEST
Although on the one hand Britain’s legal
profession is braced for a huge spike in
both investment and COVID-19 claims,
the one thing they are going to need
in abundance is investment capital in
order to cash flow operations and case
acquisition.
However, although usually the doors would
only be open for the institutions, it really
depends on who you know.
Ignite Invest has spent considerable time and
effort in developing investment opportunities
in UK law that are accessible to everyone.
As our name suggests, we can ignite your
portfolio and get your cash working hard for
you through sound investment in consumer
litigation – which is both a huge growth sector
and equally, totally unconnected to the general
economic performance.
This is an investment market that has huge
growth potential but without the risks you
would ordinarily find in a commercial sector.

Why?
Because whether the economy is up or down or
just stagnating, you’ll never find a broke lawyer.
This speaks volumes about the profession
and shows very clearly that demand for legal
services remains constant no matter what the
economic landscape. Given recent history, it
could almost be argued that times of recession
are a boon to consumer law in the UK.

THE BENEFITS OF
INVESTING IN UK LAW
Aside from the obvious benefit of an
investment in consumer litigation,
which is achieving healthy returns,
the sector has some unique features
making it a highly attractive
proposition during volatile times.
Let’s take a closer look at the key
features of an investment in UK law:

LOW RISK
Legal precedents act as risk mitigation for
investors in this sector. With largescale actions
such as PPI, the vast majority of cases are settled
promptly after being qualified as meeting certain
criteria. It simply does not pay any party to draw
out legal processes on cases where there is a clear
precedent. What this means for investors in the
sector is that the risk level is extremely low.

ZERO CORRELATION
This means that the UK consumer litigation sector
performs independently and without any influence
from other markets. This is in stark contrast with the
stock market for example, which can see significant
price movements in a matter of minutes on the back
of a press announcement.

LOW VOLATILITY
Due to consumer litigation’s zero correlation; there
is no volatility in terms of the sector’s value. In fact,
the only volatility seen in this market is in terms of
spikes in demand, which is a great dynamic from an
investor’s point of view.

ECONOMICALLY SOUND
The legal profession doesn’t experience peaks and
troughs in the same way other businesses do. This
is mainly because litigation takes place all the time
through all economic cycles. When there’s a boom,
legal disputes increase. When there’s a recession,
legal disputes increase. That’s a win/win situation for
an investor.

REPUTABLE MARKET
The British legal system is heavily governed by
regulation, which means they operate under
very strict rules and with continual regulatory
insight. When you invest in UK law, your capital
is extremely safe.

GROWTH
According to professional legal Journal “Lawyer
Monthly”, Litigation funding is undeniably becoming
a mainstream asset class with the market set to
double in the next five years as the UK is home to
over 200 law firms and four of the top 10 global law
firms yet currently only represents 5% of the global
market.

To find out more about how you can invest in consumer litigation to
protect your cash from volatility, contact Ignite Invest today.
If you are ready to invest now, or have more questions,
then call Ignite Invest now on +44 203 355 1178
and our friendly team can help you.

