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Wells Fargo’s 2024 Law Firm Survey: A Year of Strong Growth and
Profitability in the Legal Industry
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Introduction

Wells Fargo’s Legal Specialty Group recently released its Year-End 2024 Survey, revealing that the legal industry
had a stellar year, driven primarily by robust revenue growth, higher billing rates, and increased demand for legal
services. The survey, which included more than 130 law firms, including 70 Am Law 100 firms and 45 Am Law
Second Hundred firms, highlights the ongoing evolution of law firm economics and the impact of transactional
practices on industry performance.

Key Findings at a Glance:

e Revenue growth surged to 12.5%, nearly doubling from 6.0% in 2023.

o Billing rates increased 9.1%, up from 8.3% the prior year.

e Demand for legal services rose 3.5%, showing a significant rebound from just 0.7% in 2023.
e Productivity improved by 1.9%, reaching 1,576 hours per lawyer.

e Inventory grew 11.1%, but the collection cycle improved for the first time in three years.

o Expenses climbed 9.0%, largely due to higher bonuses and prepayments.

o Net income soared by 17.2%, with profits per equity partner (PEP) rising 16.9%.

This in-depth report explores the key findings of the Wells Fargo 2024 Legal Industry Survey, along with
expert insights, future predictions, and the broader impact on the legal sector.

Law Firm Revenue Growth Reaches New Highs in 2024

One of the biggest takeaways from the survey is the impressive 12.5% revenue growth across all participating
firms. This increase marks a significant acceleration from the 6.0% revenue growth seen in 2023. The only year
surpassing 2024’s performance in recent history was 2021, with 14.0% revenue growth—a year driven by post-
pandemic legal activity.

Segment-Wise Revenue Growth:

e Am Law 1-50 Firms: 13.9%
e Am Law Second Fifty: 9.6%
¢ Am Law Second Hundred: 9.9%

Larger firms outperformed their smaller counterparts, a trend that correlates with their dominance in high-value
transactional work.

Billing Rate Growth: The Primary Driver of Revenue

One of the key contributors to revenue growth was higher billing rates. The survey found that standard
rates rose 9.1% year-over-year, exceeding the 8.3% increase in 2023.

e Am Law 1-50 Firms: 10% increase



e Am Law Second FIrty: /7 IncCrease
e Am Law Second Hundred: 6% increase

This trend indicates that top-tier firms have greater pricing power, allowing them to command higher rates
for specialized legal services, particularly in corporate, M&A, and regulatory law.

Legal Industry Demand Surges by 3.5%

After years of sluggish growth in legal demand, the industry finally saw a notable rebound. Lawyer billable
hours rose by 3.5% in 2024, a sharp contrast to the mere 0.7% increase in 2023.

e Am Law 1-50 Firms: 3.9% growth
e Am Law Second Fifty: 3.5% growth
¢ Am Law Second Hundred: 2.3% growth

The top firms once again led the way, benefiting from higher-value transactional work and corporate deal
activity.

Productivity & Lawyer Count: A Balancing Act

The lawyer count across surveyed firms rose 1.7%, yet productivity increased by 1.9%, reaching 1,576
billable hours per lawyer.

Notably, Am Law 1-50 firms had the smallest lawyer headcount growth (1.2%) but still managed the highest
productivity gains, reflecting strong utilization of existing talent.

Inventory & Collections: Firms Are Getting Paid Faster

Law firms experienced an 11.1% increase in inventory (work performed but not yet collected). However, there
was an improvement in collection cycles, reducing the number of days it takes to receive payments.

This marks the first improvement in collections in three years and is attributed to:

e A greater focus on transactional work (which typically has shorter payment cycles).
o More widespread adoption of electronic billing systems.
e Stronger negotiation of payment terms in client engagements.

Expense Growth & Associate Compensation Trends

Total expenses grew 9.0% in 2024, reflecting an acceleration from 6.0% in 2023. The fourth quarter saw
particularly high costs due to:

e Higher associate bonuses.
e Prepayment of expenses for tax and operational planning purposes.

While costs were rising, law firms were able to outpace expenses with revenue growth, leading to significant
profit gains.

Profits Per Equity Partner (PEP) Surge 16.9%

The most critical profitability metric—Profits Per Equity Partner (PEP)—rose 16.9%, outpacing overall net
income growth of 17.2%.

PEP Growth by Firm Segment:

e Am Law 1-50: 18.9%
e Am Law Second Fifty: 12.4%
e Am Law Second Hundred: 12.3%

With firms keeping a tight rein on equity partner growth (up just 0.3%), profitability gains were spread
among a stable group of partners, rather than being diluted by new additions.

Insights & Future Outlook
What This Means for Law Firms:

1. Higher Billing Rates Are Here to Stay

o Firms are successfully passing rate increases onto clients.

o Top-tier firms have the most pricing power.

2. Transactional Practices Will Continue to Lead Growth

o Corporate, M&A, and regulatory work remain strong.

o Litigation remains steady but is not the primary driver of growth.

3. Smaller Firms Must Focus on Efficiency

o Am Law Second Fifty and Second Hundred firms had slower revenue growth.

o To remain competitive, they must boost productivity and optimize operations.

Potential Challenges Ahead:

e Rising expenses (especially for associate compensation).
e A potential slowdown in deal-making if economic conditions shift.
o Maintaining client relationships amid rising fees.



Impact on tnhe Legal Inaustry
The 2024 survey results indicate a strong and resilient legal industry, with:

Top firms dominating transactional work.
Profits reaching record highs.
Increased efficiency in collections and billing practices.

Going forward, law firms must balance aggressive growth with strategic cost management to sustain
profitability.

Conclusion

The Wells Fargo 2024 Legal Industry Survey paints a bullish picture for the legal market, with double-
digit revenue growth, rising billing rates, and record-breaking profitability. However, competition
remains fierce, and smaller firms must adapt quickly to maintain their market position.

As 2025 approaches, law firms must navigate economic uncertainties, evolving client demands, and
rising operational costs—all while sustaining the impressive growth momentum seen in 2024.



