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Statutory Audit Services Market Study 

The Legal & General group of companies ("Group") is a top 20 global asset manager, the UK's largest 
provider of individual life assurance products and a market leader in managing retirement risk for 
pension schemes, both in the UK and US. 

In addition, Legal & General Investment Management ("LGIM"), a wholly owned subsidiary of 
Legal & General Group pie, is one of the largest international investors globally with over £984.8 
billion of assets under management (as at 30 June 2018). LGIM manages the largest pools of 
assets for UK pension schemes and is a leading provider of investment solutions to asset owners 
globally. 

This consultation from the Competition Markets Authority (CMA) is very important from both a 
corporate and investor perspective. We are pleased to be given the opportunity to respond to 
this market study and have therefore provided a joint response from both L&G Pie (corporate) 
and LGIM (investor) to articulate the impact of the remedies on both types of market 
participants. We believe these insights would be very valuable for the CMA. 

The statutory audit is a key tool in underpinning the confidence of investors and therefore the 
effectiveness of capital markets, and we believe that the primary concern in the audit market is 
the need to improve audit quality. The CMA has rightly identified this as the key issue and we 
support this comprehensive review which has attempted to outline a broad set of measures to 
improve the audit market. This is important to restore trust in audit for different stakeholders, 
companies, investors and for the public interest. 

The question of competition in the audit market is a key focus of the CMA's review, and we 
similarly recognise that there are currently issues that are preventing firms outside of the Big Four 
from gaining a foothold in the upper end of the audit market, i.e. the FTSE 100. We are supportive 
of the principle of increasing competition, and recognise the benefits that this would bring. 
However, any measures taken must focus on the need to continually improve audit quality, and 
should not be at the expense of that ambition, even in the short term. 



More broadly the CMA has provided the market with the opportunity to openly discuss and

debate ways which can support the underlying mission of increased audit quality, including

greater competition, for the longer term. Therefore, careful consideration needs to be taken

when looking at the proposed remedies and a proportionate approach should be taken with

regulation.

We are supportive of a number of the proposed remedies both in terms of their impact on audit

quality, but also as a means of improving the resilience and competitiveness of the audit market.

In particular, we believe that enhanced interactions between the Audit Committee and the

regulator, introduction of peer reviews, and an operational split of audit firms between audit and

advisory work would all serve to improve the level of audit quality across the market.

However, there are also a number of areas of concern where we believe that there is a risk of the

proposed remedy having a detrimental effect on audit quality. We remain open to these

remedies, in recognition of the appetite to disrupt the current status quo in the audit market, but

before they are deployed we believe further work is required to be able to demonstrably

evidence a positive impact on audit quality.

It is important that the CMA or government conducts a thorough review of the remedies once

tested to examine whether they achieved the underlying objective of improving audit quality. This

is critical in providing confidence to the market that the proposals are working and are effective.

We hope you find our responses helpful to you in formulating remedies to improve the statutory

audit services market. If you would like to have a further discussion, please do not hesitate to

contact us directly.

Yours sincerely,

Philip Broadley

Chair of the Audit Committee

Legal & General Pie 

Sacha Sadan

Director of Corporate Governance

Legal & General Investment Management 
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