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2005: a year of strong performance

Continuing to build
earnings momentum

Sustaining high returns

Maintaining a robust capital
position and dividend

Good customer franchise growth
Accelerating revenue growth

Positive jaws across all three divisions
PBT up 9%, economic profit up 14%

Product margins stable
Satisfactory asset quality
ROE of 23.3% (2004: 22.2%)
Improving cost:income ratio

Robust capital ratios
Improving capital efficiency
Improving dividend cover

Note: comparable basis — excluding impact of volatility, other IFRS adjustments applied from 1 January 2005
and discontinued operations. Also excludes customer redress provisions and strengthening of reserves for

mortality




Lloyds TSB: Key growth drivers

We have significant potential in our franchises

We can structurally improve our productivity

We can manage capital to fund growth

We are building the skills and financial strength to accelerate growth
—In core businesses and from new markets




Our strategy

» Economic profit

Phase One

Focus on core
markets

Phase Two

Build customer
franchises

Phase Three

Expand from
strength

Enhance earnings quality
Maintain profitability
Start growth

Deepen relationships
Improve productivity
Build capabilities
Accelerate growth

Leverage
capabilities in new
markets




Our recent financial progress

Income, £bn*

10.2

\ IFRS

comparable

‘05

Cost:income ratio, %* ROE, %*

54.3%
23.1% 23.5%

53.5%

55.1%

22.2%

‘04 ‘05 ‘02 ‘03 ‘04

* 2002-4 figures on a UK GAAP basis excluding discontinued operations. 2004-5 figures are on an IFRS
comparable basis excluding major one-offs




Our priorities for Phase 2

Strategic priorities

Build our franchise reach and
depth

Enhance our product
capabilities

Improve our productivity

Work our capital harder

Financial goals for Phase 2

Strong revenue growth

A step change in operational
efficiency

Enhanced capital efficiency and
dividend capacity

Double digit economic profit
growth




UK Retail Banking: driving growth

Our objectives

Grow income from existing
customer base

Grow income from new
customers

Improve productivity

What we are doing

Growing sales volumes
Changing product sales mix
Increasing direct channel sales

Increasing branch sales
capacity and effectiveness

Reducing overheads and back
office costs




UK Retail Banking: sales volumes

Improving branch ... Increasing direct ... and driving target
sales performance ... channel sales ... customer recruitment

Indexed sales volumes as 2005 sales volume Indexed net
a % of prior year period growth, % recruitment, target
customers

150

Start 05 Internet Telephony 2004 2005




UK Retail Banking: sales productivity

Increasing sales ... and improving ... to increase sales
capacity ... sales effectiveness ... productivity

2004-2005 % change Indexed sales

145

Faxes New strategic sales

handled platform

by

branches Improved customer
leads

Tasks sent
(30%) to

branches

Time to

process a

loan sale LTSB  Our goal
today




UK Retail Banking: sales

Changing the overall product
sales mix ...

... to drive higher non-lending

iIncome per customer

Total retail product sales volumes

Non-
lending

Lending*

2004 2005

* includes secured and unsecured lending and related protection products

H2 04-05 growth per customer,
target customers

Lending
revenue

Non- Total
lending revenue
revenue (1.2%)




UK Retail Banking: the demographic opportunity

T e T e

Market risk-adjusted revenue growth to 2010:
share by age and product

<30 yrs 30-44 45-54 55-64 65+ yrs

Current
accounts

Unsecured
lending

Mortgages

Savings and
investments

10% (7%) 40% 23% 34%
<0 B 0-10%

Source: internal analysis




UK Retail Banking: growth outlook

Against a weaker market in 2004 and 2005, we are improving the
fundamentals of the business

Improving customer acquisition
Growing non-lending business
Improving sales effectiveness
Improving efficiency

Going forward we will accelerate growth in the retail bank
Attractive demographics
Higher quality income
Sales and back office productivity




W&IB: break-out growth

Our objectives

Grow the Corporate Markets
business

Build on the growth
momentum in Business
Banking

What we are doing

Growing product capabilities
Driving cross sell

Capturing relationship
headroom

Building asset distribution

Winning higher value customers

Improving productivity and
service

Simplifying our offer and our
operations




W&IB: 2005 performance

Business unit performance

Profit before tax* (Em) 2004 % Change

Corporate Markets 732 31

Business Banking 153 35

Asset Finance 240

International Banking 120

Wholesale & International
Banking

* comparable basis — excluding impact of volatility, other IFRS adjustments applied from1 January 2005
and discontinued operations




W&IB: growing the Corporate Markets business

... and increasing cross-sales to
Growing in key product areas... corporate customers

Income growth 2004-2005, % Cross-sell growth 2004-2005, %

Derivatives

CMF cross-
Syndicated lending 34% sell revenue

Acquisition

! 33%
finance

Property finance 22%

Corporate Banking

Public sector 19% revenue / customer

finance

Loan trading | launched




W&IB: growing the Corporate Markets business

Recent surveys show improving customer perception
of our capabilities*

% improvement
2004-5

. : Excellent service + 100%
Relationship Creativity +30%

quality Follow-up + 25%

_ _ Syndications
Relationship Interest rate derivatives
depth Foreign exchange

Customer

: : Overall satisfaction + 137%
satisfaction

* improvement in number of customers responding positively. Selected comparisons taken from major
independent market surveys with our ‘larger corporate’ customer segment




W&IB: moving Business Banking to growth

Relationship managers back in branches
Income generating contacts up
Improved customer satisfaction by 9 pts

Improving sales
and service

Growing the Growing market share
franchise Gaining in switchers and start-ups

Simplifying

: Improved cost:income ratio by 4% pts
operations




W&IB: 2005 cost growth

Around half of W&IB’s cost growth 2004-5 will deliver future
profit growth — mainly in CMF and Business Banking

W&IB Total Investment Frontline Investment Underlying
revenue W&IB in growth staff in W&IB cost
growth cost initiatives growth processing growth
growth improv-
ements




W&IB: growth outlook

We can continue our performance momentum
Step up our share of ‘lead’ relationships
Grow mid-market share in key regions

Build our product range

Accelerate revenue growth in Business Banking

Increase back office productivity




Insurance & Investments: accelerating growth

Our objectives

Maximise distribution reach

Develop better products

Improve capital management

What we are doing

Focusing on the most valuable
IFA relationships and improving
service

Improving our bancassurance
product range and sales
effectiveness

Improving investment
performance

Raising individual product IRRs

Repatriating excess capital




. Scottish Widows IFA performance

Service improvements and more competitive products, will
continue to drive sales and market share growth

Weighted sales, £m Market share*

2003 2004 2005 2003 2004 2005

* total LP&I market estimate




|&1: bancassurance performance

Revised offers and salesforce development have delivered
overall sales growth of 13%, with particular success in OEICs

Overall weighted sales, £m OEIC sales, £m




Insurance & Investments: growth outlook

Strong LP&I performance — growing market share in a growing
market

We can continue to grow and improve profitability

IFA - improved investment performance and
product mix

Bancassurance - simplified products, better
salesforce productivity, attractive customer
base

Capital efficiency




Enhanced focus on costs

Operational principles Transforming group wide
procurement

Simplify

Consolidation of back
Improve efficiency office processes

Leverage common Organisational delayering/
systems/processes simplification
Cross-group




Enhanced focus on costs

Financial principles

Self funding
Payback c. 2 years

Reinvest c. 50% of
benefits

c. £40 million
iInvestment in 2005

c. £20-30 million net
benefit in 2006

c. £100-150 million net
benefit in 2007




Working our capital harder

Strategic priorities

Maximise capital efficiency in
each business

Shift lower yield risk off our
balance sheet

Focus on our strength in
origination

What we are doing

Focusing on economic
profitability at a customer and
product level

Further improving capital
efficiency in Scottish Widows

Developing distribution
capabilities in Corporate
Markets

Implementing asset
securitisation




Phase 3: leveraging capabilities in new markets

We are building the right capabilities

Customer and sales skills
Manufacturing skills
Cost management skills

Capital management skills

In a consolidating global FS market, value creation will be driven
by the transfer of advantaged capabilities

Not through scale alone




Lloyds TSB: Key growth drivers

We have significant potential in our franchises

We are structurally improving our productivity

We are managing capital to fund growth

We are building the skills and financial strength to accelerate growth
—In core businesses and from new markets







