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Overview

= Review of recent data:

= UK has been one of the stragglers...

= ...but the recovery is now finally under way
= Does this mean that the Bank of England has done enough?
= What profile will the recovery have?

= Risks to the outlook — alternative scenarios
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OUTLINE

= Brief recap of economic events
First year of the credit crisis: mild recession and global decoupling
Second year of the credit crisis: deep and synchronised global downturn
Third year: massive policy response leads to stabilisation
Fourth year: economic recovery?

= Future prospects
Outlook for interest rates, exchange rates, commodities

Recovery to become widespread in 20107
The shape of the UK recovery: export led, manufacturing based?
Which industry sectors are likely to outperform?
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Fast and aggressive monetary response in late-2008...
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Aggressive fiscal stimulus....
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....means 1930s style downturn has been avoided...
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..but UK is in a deep downturn
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Global recovery to be apparent in 2010

SHORT-TERM PROSPECTS
(GDP; percentage changes)

weight | 2007 2008 2009 2010 2011

United States  23.7 2.1 0.4 2.7 2.6 3.1

UK 3.2 2.6 0.6 4.7 0.7 23

Eurozone 223 | 2.7 0.6 40 07 1.6

East Asia* 19.4 | 6.7 3.3 0.1 4.2 4.9

World 100.0 | 3. 1.6 23 25 36
8

* Including Japan.
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...but UK is lagging behind...

GDP growth, 200992
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No sector saw growth in Q3...

% change, quarter on quarter
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..but a rise expected in Q4
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The reason is that recessions linked to financial crisis last longer and make recovery
slower
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UK corporate and household sectors need to deleverage

%, Debt/GDP
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Lending to UK household and corporate sectors is contracting...

o5 % increase on year
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...as households start to rebuild savings and reduce debt...

16 % disposable income
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Housing market showing signs of recovery...but will it last?

% change in year

Mortgage
approvals

P
~—~———

UK RICS
housing survey

2006 2007 2008 2009 |

LLOYDS BANKING GROUP

30

-20]

% increase in year

North East

London

/\4

South West

2004 2005 2006 2007 2008 2009

PAGE 16



Unemployment will rise into 2010...
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...and it will probably take until 2012/13 for the UK to regain the Q1 2008 high in gdp, i.e. for real
recovery to have occurred

£mn quarterly, real GDP
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What is the sector profile of the recovery?

* Capital goods include engineering, hi-tech and aerospace

% output growth per annum, 2010-13 avg.

Capital goods*
Financial services
Business services

Intermediate goods
Transport & comm
Average
Consumer goods
Construction
Distribution
Utilities
Agriculture
Govt & other services []

Extraction ]

Source: LTSB Corporate Markets Economic Research
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Rise in spare capacity and weak wage growth are likely to keep inflation pressures benign

Annual CPl inflation rate, % % change in year
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Interest rates are set to remain low for some time, while the exchange rate
should also remain favourable for sterling exporters

Short term interest rates, %
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....and market interest rates?
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What about sterling?
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The UK needs to rebalance away from domestic demand towards net
exports

rolling 12-mth ave. Index
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Some further things to think about

How much is the present recovery merely
a stock building cycle ?

What happens when the fiscal stimulus
ends ?

Could commodity prices squeeze real
Incomes as they did in 2008 ?
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Summary

= UK GDP is forecast to contract by around 4.7% this year - its sharpest
downturn since WWII — and rise by a modest 0.7% in 2010.

= Some seeds of optimism: lower inflation, fiscal stimulus, monetary easing
and weaker pound are supporting economic activity.

= But risks to growth and inflation are skewed to the downside, as
unemployment rises, bad debts increase and fiscal policy is tightened.

= Sustainable growth dependent on global imbalances being resolved:
US/UK to deleverage and rely less on consumption, Asia to save
less/consume more.

= Qver the medium term, the withdrawal of policy stimulus will pose
substantial risks. The failure to manage an orderly exit strategy could
precipitate a sharp fall in sterling, a rise in inflation and a surge in long-
term interest rates.
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Important notice

This presentation does not constitute or imply an offer or commitment whatsoever on the part of Lloyds TSB Bank plc
(“Lloyds TSB”). Any such offer may only be made after the negotiation of satisfactory documentation and only after
appropriate credit authority has been obtained. The pricing discussed herein is based on our view of current market
conditions and is for discussion purposes only.

This presentation and all ancillary documents relating to it (together the "Presentation") was prepared by Lloyds TSB
exclusively for you for the purpose of analysing certain potential transactions. The Presentation is being made available
on a strictly confidential basis to you and is intended only for the internal use of authorised recipients (“Recipients”) and
no part of it may be disclosed to any third party. This Presentation and the information contained herein are the property
of Lloyds TSB. Recipients are hereby notified that photocopying, scanning, or any other form of reproduction, or
distr&bution - in whole or in part - to any other person at any time is strictly prohibited without the prior written consent of
Lloyds TSB.

The information in this Presentation reflects prevailing conditions and our judgment as of this date, all of which are
subject to change or amendment without notice and the delivery of such amended information at any time does not imply
that the information (whether amended or not) contained in this Presentation is correct as of any time subsequent to its
date. Whilst Lloyds TSB have exercised reasonable care in preparing this presentation and any views or information
expressed or presented are based on sources they believe to be accurate and reliable, neither Lloyds TSB, nor any of
their officers, servants, agents, employees or advisors make any representation or warranty, express or implied, as to the
fairness, accuracy, adequacy, completeness or correctness of such information, nor as to the achievement or
reasonableness of any projections, targets, estimates, or forecasts and nothing in this Presentation should be relied upon
as a promise or representation as to the future. Neither Lloyds TSB nor any of their officers, servants, agents, employees
or advisors or any affiliate or any person connected with them accepts any liability whatsoever for any direct, indirect or
consequential damages or losses arising from any use of this Presentation or its contents or otherwise arising in
connection therewith. Lloyds TSB undertakes no obligation to update or correct any information contained herein or
otherwise to advise as to any future changes to it. Applicable tax, accounting and legal considerations are subject to
change and in all cases independent professional advice should be sought in those areas.

This Presentation is provided for information purposes only: there has been no independent verification of the contents of
this Presentation. It does not constitute or contain investment advice. It is not and shall not be construed as an offer,
invitation, recommendation or solicitation to sell, issue, purchase or subscribe for any securities in any jurisdiction or to
enter into any transaction. It is not and shall not be construed as an offer to arrange, underwrite, finance, purchase or
sell any security, financial instrument, assets, business, or otherwise provide monies to any party. Such offers may only
be provided in writing after satisfactory legal, financial, tax, accounting and commercial due diligence, as well as approval
from the relevant business and credit committees of Lloyds TSB and/or their affiliates. The information contained In this
Presentation is in summary form for the convenience of presentation and may therefore not be complete.

Products and services that may be referenced in the Presentation may be provided through affiliates of Lloyds TSB or
any person connected with them.

Lloyds TSB and their affiliates prohibits employees from offering a favourable research rating or specific price target or
changing a rating or target to get a mandate and Lloyds TSB and their affiliates prohibit research analysts from being
compensated for involvement in investment banking transactions, except to the extent that such participation is intended
to benefit investor clients. Lloyds TSB, their affiliates, their respective directors or officers or persons connected with them
may have an interest in any financial instrument mentioned in this Presentation.

Lloyds TSB Corporate Markets is a trading name of Lloyds TSB. Lloyds TSB’s registered office is 25 Gresham Street,
London EC2V 7HN and it is registered in England and Wales under No. 2065.

Lloyds TSB is authorised and regulated in the United Kingdom by the Financial Services Authority.
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