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FAR FROM BEING ABNORMAL, SHOCKS LLOYDS BANK ’R&‘
ARE THE ‘NORM’
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GLOBAL GROWTH IS POSITIVE, DESPITE

LLOYDS BANK spdh

SLOWDOWN
BUT EMERGING COUNTRIES OUTPACE DEVELOPED ONES
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G7 COUNTRIES ARE UNDERPERFORMING...
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AND RECOVERY IS SLOW LLOYDS BANK ’RA
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FOUR KEY SHORT TERM RISKS FIVE LONGER-TERM ISSUES

European debt crisis — lingering effect of « Growth of developing Asia

global financial crisis _ )
« Ageing populations

Ongoing fiscal restraint o _ .
« Growing income/wealth inequality

Tighter credit conditions _ _
« Growth shift from developed to developing

Higher oil and commodity prices? countries

» Heightened geopolitical tensions?
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GLOBAL RISKS:
THE EUROPEAN
CHALLENGE



GROWTH PROSPECTS FOR EUROPEAN LLOYDS BANK %\
COUNTRIES ARE PARTICULARLY POOR...

11 out of 17 euro zone economies are either in recession or experienced one quarter where GDP has dropped
in the last year — IMF has revised down its Eurozone GDP forecast to -0.3% for 2012
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...80 EURO TENSIONS REMAIN HIGH LLOYDS BANK ’Rk

EURO AREA PERIPHERAL BOND WHOLESALE FUNDING COSTS HAVE
SPREADS REMAIN ELEVATED EASED, BUT STILL HIGH
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AT THE HEART OF THE PROBLEM LIES LACK OF LLOYDS BANK ’RA
COMPETITIVENESS
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TO RESTORE IT, SOME COUNTRIES MAY
HAVE TO LEAVE
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The chart shows that a new Greek currency could be subject to a devaluation of up to 50%, with
counterparts in Portugal and Ireland depreciating by less at around 40% and 15%, respectively.
The estimates are based on macroeconomic fundamentals before and post euro entry for
modelled (synthetic) euro/drachma, euro/punt and euro/escudo exchange rates, including relative
prices to account for relative competitiveness and debt/GDP ratios, on two standard errors (a
range made very likely by the potentially severe financial market response to any euro break-up)
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IMPACT ON GBP/EUR OF A EURO BREAK-UP LLOYDS BANK ?&\
SCENARIO

BREAKUP SCENARIO COULD SEE GBP/EUR TEST HIGHS
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e The chart above compares the latest base case forecast with the break-up scenario of the euro, where one or more
members orderly exit the single currency in the coming six months, and the implications of this for GBP/EUR

e In an orderly break-up scenario, GBP/EUR could risk to 1.67 at end Q2 2012 before easing to 1.54 at end 2012,
compared to Lloyds’ base case forecast, which assumes no break-up of the euro, predicts GBP/EUR at 1.25 at end Q2
2012 and 1.20 at end 2012. However if the break-up of the euro was more fractious and disorderly, the actual trading
levels to be even more pronounced than these estimates suggest

Source: Lloyds Bank WBM 13
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UK PROSPECTS



UK HAS SLIPPED BACK INTO RECESSION LLOYDS BANK ‘RA
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BALANCE SHEET DELEVERAGING HAS SLOWED LLOYDS BANK ’R“‘
PACE OF THE RECOVERY

Outstanding debt % GDP
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CONSUMERS ARE UNDER PRESSURE FROM LLOYDS BANK ’R&‘
INFLATION...
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UK INFLATION RISKS ARE HIGH LLOYDS BANK ’K“

BoE CPI Inflation Projection*

Percentage increase in prices on a year earlier
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MOST OF THE PUBLIC SPENDING CUTS LLOYDS BANK ’R“‘
HAVE YET TO OCCUR
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...NET PUBLIC SECTOR DEBT WILL GROW TO LLOYDS BANK ’RA
OVER £1.4 TRILLION...
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UK INTEREST RATES ON HOLD FOR
EXTENDED PERIOD
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CURRENCY RISK REMAINS HIGH LLOYDS BANK ’R&‘
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UK OUTLOOK

POSITIVES:

Real interest rates are negative/
at historic lows

Bank of England is undertaking
Quantitative Easing

Banks have gone a long way to
improving their balance sheets

Risk appetite is recovering

World growth outlook is improving

LLOYDS BANK $pé

NEGATIVES:

A highly-indebted household
sector seeking to pay down debt

« Labour market remains fragile

* Real household disposable
incomes are falling

» Businesses sitting on ample cash,
but reluctant to spend it

* Public spending cuts only just
starting to bite

» Uncertainty over prospects for
Euro area

23



LLOYDS BANK s

GLOBAL ECONOMY
UNDERGOING CHANGE



CHANGING NATURE OF THE GLOBAL ECONOMY LLOYDS BANK ’R&‘

WORLD ECONOMY TO DOUBLE IN 20
YEARS

B Advanced economies
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..PLENTY OF GROWTH OUT THERE LLOYDS BANK g&k

5-YEAR @ | 2 i
GROWTH fo, ' '
RATES i

REGIONS, GDP % INCREASE IN 2006-2010 2011-2015

YEAR

BRICS 8.6 7.7
Middle East 5.6 4.7
Emerging Asia 4.6 5.7
Africa 4.5 5.0
Eastern Europe 3.7 4.1
Latin America 4.0 4.5
Euro zone 0.8 1.3
G7 0.6 2.0
Global 3.3 4.1

2
Source: Lloyds Bank WBM 6



...AND GLOBAL MIDDLE CLASS
CONSUMPTION SET TO RISE SHARPLY

Middle-class consumption
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Car ownership
Index = 100 in 2000
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DISCLAIMER LLOYDS BANK spdh

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 distribution - 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 Bank, Lloyds TSB Corporate Markets and Lloyds TSB are trading names of Lloyds TSB Bank plc and Lloyds TSB Scotland plc. Lloyds Bank and Lloyds TSB Corporate Markets are trading names of Bank of Scotland plc. Lloyds TSB
Bank plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales no. 2065. Lloyds TSB Scotland plc. Registered Office: Henry Duncan House, 120 George Street, Edinburgh EH2 4LH. Registered in
Scotland no. 95237. Bank of Scotland plc. Registered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC327000. Authorised and regulated by the Financial Services Authority under registration numbers 119278,
191240 and 169628 respectively.
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