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Animal spirits stir 
Sweeping aside negative 

business surveys and weak 
consumer trends, the stock 
market hit an all-time high of 

7,859 in the third week of May – up 
almost 1,000 points from the year’s 
low of 6,866 at the end of March. So 
much for the old stock-market adage, 
‘Sell in May and go away, don’t come 
back ‘till St Leger’s Day’.

GDP growth of just 0.1% in Q1, the 
weakest in five years, pushed back 
expectations of a May interest-rate 
hike. Economists blamed the ‘Beast 
from the East’ and a fall in 
construction activity because of 
extreme wintry weather. Sterling 
dropped and the dollar rallied by 7%, 
from $1.44/£1 in late April to $1.34/£1 
by early May. With 70% of FTSE 
profits dollar-denominated, the 
market duly rose alongside the 
world’s reserve currency. 

The market was also buoyed by a 
rising oil price, which lifted leading 
FTSE companies BP and Shell. The oil 
price hit $80 a barrel in the third 
week of May, the highest level in four 
years. With Saudi Arabia due to 
launch state-owned oil company 
Aramco on the stock market in 2019 
(at a rumoured $2tn valuation), it is 
unlikely to fall back far.

It was not the mighty greenback 
and the higher oil majors alone that 
propelled the market inexorably 
forward. The ‘animal spirits’ also 
stirred, in John Maynard Keynes’ 
famous term used to explain 
financial and buying decisions in 
conditions of uncertainty.

Geopolitical uncertainty abounds 
domestically – with fears of a hard 
Brexit or a Marxist Corbyn 
government – and internationally, 
with US threats of trade wars and 
tariffs, an ever changing position 
toward North Korea, political 
uncertainty in Italy, and the risk of a 
crisis in Turkey. 

The synchronised global economic 
recovery enjoyed in 2017 has stalled, 
with growth in Europe slowing down 

markedly. At home, economic 
signals are mixed and confused: 
on the one hand, employment 
hit an all-time high of 75.6% in 
Q1, pay growth was 2.9% and 
inflation fell for the second 
consecutive month, from 2.5% 
in March to 2.4% in April; on 
the other, the GfK consumer 
confidence barometer fell to -9 
in April against -7 in March, 
gross mortgage lending was 
down -2.3% in March, with total 
approvals 15% lower, and Visa 
spending down -2%.

Against this backdrop, bond 
yields have risen over the past 
year, with a positive impact on 
FTSE 100 pension funds. These 
have swung back into the black 
for the first time since the 
financial crash of 2007, with a 
£4bn surplus in 2017 reversing a 
£31bn deficit in 2016. The 
surplus has continued to grow 
and stood at £20bn by April 
2018. Healthy company 
contributions, strong 
investment growth, and changes 
in the approach to longevity and 
discount-rate assumptions 
– which largely offset the 
impact of worsening financial 

“We are in the 
matrimonial phase 
of the cycle”

conditions – helped improve things. 
In contrast – and not surprisingly, 
given the £60bn of unsecured 
consumer debt (50% on zero-rate 
credit cards) – the household savings 
ratio fell from 7.0% in 2016 to 4.9%, 
the lowest in more than 50 years. 

This goes some way to explaining 
why, for example, the total profits of 
the UK’s top 100 restaurant groups 
fell by 64%, from £345m to £125m, in 
the past year. Rising wages, food 
inflation, intense competition and 
over-supply of casual dining 
restaurants are also partly to blame. 

Similarly, the high street has fallen 
prey to a perfect storm of squeezed 
consumers compounded by discount 
sellers at one end and online retailers 
at the other, with rising business 
rates, national minimum wage costs 
and rising foreign exchange in the 
middle. Which brings us back to 
those ‘animal spirits’ that have lifted 
the market in times of uncertainty. 

Just as every Shakespearean 
comedy culminates in a wedding, so 
do bull markets. We are now in the 
matrimonial phase of the cycle, with 
merger mania sweeping the market. 
Not a day seems to pass without 
another union, deal or mooted 
marriage. Four were announced on a 
single day in mid-May – the takeover 
of ZPG (formerly Zoopla) by Silver 
Lake; Virgin Money by CYBG; Shire 
by Takeda; and Vodafone’s 
acquisition of Liberty Global’s 
European cable networks – along 
with three private equity approaches 
to IWG (formerly Regus), the world’s 
largest serviced office provider. This 
was followed by Ocado sealing a deal 
with US supermarket chain Kroger. 

Not until the ensuing bear market 
will a Shakespearean tragedy unfold, 
and the flawed hero take centre stage. 
As the old saying goes, tragedy is 
comedy plus time.  

Lorna Tilbian is former executive 
plc director and head of media 
at Numis Securities

noticed that consultancies were 
paying us to do data collection – so 
we decided to do some of that work 
ourselves, and we have. For market 
research, yes, there are threats – but, 
actually, the same things that are 
creating the threats in our market are 
also creating opportunities.”

while agencies, historically, 
might not have the top-level 
access boasted of by consultancies, 
Bonney says they should look to 
forge relationships within client 
organisations beyond just the 
research buyer. 

Part of the difficulty with this is 
that research, generally, forms a small 
proportion of overall 
marketing budgets, he says. 

“when consultancies sell in, they 
don’t talk about what it is – they 
talk about the benefit of the 
approach, and they sell to 
people who hold the purse strings. 
so they can open up access to 
budgets that, previously, may 
not have been there. if you’re 
talking to the chief executive and 
they think it’s important, they’ll find 
the money.”

irrespective of the arrival of 
consultants, the industry is 
undergoing seismic change, driven 
by technology. on the one hand, 
client companies are using more of 
their own data to understand 
customers. however, the rise of 
software platforms – and the arrival 
of automation – are also threatening 
disintermediation between research 
buyers and agencies, as diy research 
and automated online sample 
becomes more attractive to clients. 

“the big traditional market 
research companies – with 
exceptions – are relatively slow at 
embracing innovation,” says 
accenture’s harvey. 

“if i look at who’s coming to me 
with things that make me say ‘wow, 
i want to try that,’ they’re not the big 
research companies; they are small 
start-ups offering things that are 
really fast, with very big sample sizes 
and cool data visualisation.”

as a result, the skillsets needed to succeed in research are becoming more diverse. 
complex data analytics are in high demand in agencies, but – according to 
research recruitment consultant sinead hasson, founder of hasson associates – 
graduates with these talents are more attracted to the perceived higher prestige of 
professional services. 

“at an entry level, it’s a lot to do with money,” she says. “graduates are pretty 
confident they’re going to earn a lot more working as a management consultant. 
it’s also status; if you say ‘i’m a management consultant’, it has a lot more kudos.”

adding strings to your bow
Future thinking’s gritten speaks of the need for agencies to have “polymath skills” 
– for instance, account managers being more abreast of technical aspects – if they 
are to sustain the industry. she also predicts there will be more consolidation as 
agencies look to bolster their existing offer in areas such as data science – an 
approach Future thinking took in 2016 with the acquisition of Bulgarian data 
company gemseek.

Perhaps the future lies not in a battle for influence, but in acceptance that the 
parameters for success are changing. daniela Fernandez, managing partner at the 
leading edge, which recently retitled its leadership team to move away from 
methodology-specific job titles, believes the blurring of lines between agencies and 
consultancies is a positive thing for the industry, and will lead to greater 
competitiveness, reach and impact. 

“Both sides can and should learn from each other – research without a strategic 
mindset gets shelved, and strategy that has no consumer or client insight behind it 
can take you down a completely wrong path,” she says. 

For this to happen, Fernandez adds, both types of business need to evolve to have 
greater niche skills – such as ethnography or neuroscience – or the ability to merge 
strategy, advertising, quant and qual. “it’s all about creating teams with the right 
combination of skills.”  
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