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A robust and conservative business model

• A business model for high quality, sustained growth

• Broad based revenue and earnings growth

• Accelerating profit momentum; improving returns

• Strong profit growth in each division

• Well positioned to deliver double-digit economic profit growth 
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A business model for high quality, sustained growth

Consistent, sustained, double digit economic profit growthOur 
Goal

Our 
Belief

Our 
Focus

Income

Sustained growth 
comes from strong 

customer franchises

Acquire customers 
and deepen 

relationships in core 
franchises

Expense

Sustained growth 
comes from 
continuous 

productivity growth

Leverage a broad set 
of productivity 

disciplines across 
the Group

Profitability

Sustained growth 
comes from capital 

efficiency

Rigorously apply 
economic profit 

discipline at every 
level
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Delivering double-digit profit growth in each division

* excluding volatility, and impact of surplus capital repatriation to Group

+13%

£803m
£713m

2006H1 2007H1

£863m

£768m

2006H1 2007H1

£499m
£451m

2006H1 2007H1

UK Retail Banking
Wholesale & 

International Banking
Insurance & 
Investments*

+11%

+12%
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Delivering growth AND returns

* excluding volatility

Post-tax Return
on Equity*

Post-tax Return
on EEV*

Post-tax Return on 
Risk-weighted Assets*

27.0%
24.0%

2006H1 2007H1

10.7%

9.5%

2006H1 2007H1

1.93%

1.66%

2006H1 2007H1

300bp 27bp 120bp
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2007H1 results in longer term context

Delivering on our strategy
Confidence in future delivery

• Improved top line growth
– Still big opportunity in our franchises

• Structurally improving productivity
– Positive jaws and investment in future growth

• Double-digit economic profit growth
– Key to strong shareholder returns

• Growing a strong dividend
– Capital efficient future growth
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Improved income growth

* 2003-4 figures on a UK GAAP basis excluding discontinued operations. 2005-7 figures are on a Full IFRS basis.
All figures exclude volatility

+7%

+9%

Income (£m)*

4,190
4,450

4,802

5,607

5,160

2003H1 2004H1 2005H1 2006H1 2007H1
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Sustained productivity improvement

Cost:income ratio (%)*

* 2003-4 figures on a UK GAAP basis excluding discontinued operations. 2005-7 figures are on a Full IFRS basis.
All figures exclude volatility and settlement of overdraft claims

54.5
53.1

48.6

53.8

50.6

2003H1 2004H1 2005H1 2006H1 2007H1
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Accelerating profit growth

+13%

+15%

PBT (£m)*

* 2003-4 figures on a UK GAAP basis excluding discontinued operations. 2005-7 figures are on a Full IFRS basis.
All figures exclude volatility

1,476
1,645

2,010
1,750

1,553

2003H1 2004H1 2005H1 2006H1 2007H1
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Consistently high returns

RoE (%)*

* 2003-4 figures on a UK GAAP basis excluding discontinued operations. 2005-7 figures are on a Full IFRS basis.
All figures exclude volatility

23.5 23.5 24.0
23.1

27.0

2003H1 2004H1 2005H1 2006H1 2007H1
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Double digit economic profit growth

Economic profit (£m)*

+15%

+31%

* 2003-4 figures on a UK GAAP basis excluding discontinued operations. 2005-7 figures are on a Full IFRS basis.
All figures exclude volatility

647
710 674

772

1,008

2003H1 2004H1 2005H1 2006H1 2007H1
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Strong returns to shareholders

Total shareholder returns

Source: Bloomberg
1 as at 28 September 2007; 2 arithmetic average of Barclays, HBOS, HSBC and RBS

Lloyds TSB 14.2% 7.7%

8.9%Other large 
UK banks2

4.2%

TSR
annual

equivalent1

Avg. annual
dividend

yield (03–06)Index,
30/6/03 = 100

100

09/0706/0506/0406/03 06/06

176

144
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Dividend growth restored

• Grow into our dividend

– Build stable, 
predictable, lower risk 
business model

– Focus on capital 
efficient growth

• Grow cover over time

• Grow our dividend

– Leverage stable, 
predictable, lower risk 
business model

– Continue to focus on 
capital efficient growth 

• Grow cover over time

Past policy:
maintain strong dividend

Future policy:
progressive strong dividend
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Delivering on our strategy 

• We have significant potential in our franchises

• We can structurally improve our productivity

• We can manage capital to fund growth

• We can put in place the capabilities and 
processes to achieve and sustain growth

Delivering what we said

Still significant opportunities for future growth
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Realising the potential in our franchises

Example: extending and deepening the franchise, 
especially in higher value AVAs

Deepening:
2005 H1 cohort, %
customers with AVA

13%

18%

When
recruited

Today

AVAs

Traditional
current
accounts

Extending:
# new accounts
(indexed to 100) +25%

100 107 110

167

209

94%

6% 9%

91%

13%

87%

19%

81%

26%

74%

2003H1 2004H1 2005H1 2006H1 2007H1



15

Realising the potential in our franchises

Example: capturing the savings and investment 
opportunity within our franchise    

I&I bancassurance sales1

(indexed to 100)
Net inflows of savings balances2

(indexed to 100)

1 sales in APE as PVNBP only available 2006H1 and 2007H1
2 includes bank savings, Wealth Management and C&G savings

100

172

100

129

2003H1 2004H1 2005H1 2006H1 2007H1 2003H1 2004H1 2005H1 2006H1 2007H1
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Realising the potential in our franchises

Example: growing Wholesale businesses through new 
product areas and improved cross sell

Corporate & Commercial businesses income 
(indexed to 100)

Products &
Markets
(CAGR: 21%)

Traditional
Wholesale
(CAGR: 13%)

• Wholesale 
cross-sell1
up 47% 
since 2005

1 income from referrals between W&IB business units

2003H1 2004H1 2005H1 2006H1 2007H1

148

174

132

108

25 25
35

45

53

100

75 83 97 103 121
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Structurally improving our productivity

Example: managing expenses and improving
customer service

• Reduced error rates 
through extending 
‘sigma’

• Extended ‘lean’
manufacturing 
programme

• Estimated annual 
cost savings:    
£250–350 million

1 on a continuing basis
2 average CARE scores for UKRB, Commercial, Corporate Banking (from 2003H2), Scottish Widows and

General Insurance (from 2003H2) indexed to 100

# FTEs1

Customer 
satisfaction2

75,509

66,012100

107

2003H1 2004H1 2005H1 2006H1 2007H1
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Structurally improving our productivity

UKRB # staff
(indexed to 100)

UKRB sales / sales staff
(indexed to 100)

Example: more efficient branch processes driving
sales performance

100

117

2005H1 2007H1

Non-sales
staff

Sales staff

2005H1 2007H1

100

8621%

79%

35%

65%



19

Structurally improving our productivity

100

116

2005H1 2007H1

Example: investing in people and productivity in 
Corporate Markets

Corporate Markets # staff
(indexed to 100)

Corporate Markets income per
front office staff
(indexed to 100)

Back office

Front office

2005H1 2007H1

100

44%

56%

53%

47%

105
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Productivity programme remains on track... 

... to deliver £250 million pa net benefits in 2008

InvestmentGross Benefits Net Benefits
2005 200820072007H12006

£125m
£142m £95m

£47m

£(40)m

£114m £42m

£72m

£250m
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Income growth ahead of costs in all divisions*

* excluding volatility, insurance grossing adjustments, settlement of overdraft claims
and the impact of surplus capital repatriation

Income Costs

50.8%
48.6%

2006H1 2007H1

C:I ratio 
improved          

160bp

C:I ratio 
improved  

240bp

4%
Group

Wholesale &
International
Banking

Insurance &
Investments

UK Retail
Banking

6%

2%

8%

4%

5%

10%

8%

Group
Cost:Income Ratio



22

Managing capital to fund growth

# of UKRB sales (m) UKRB RWAs (£bn)1

Example: capturing the Savings & Investments 
opportunity drives capital efficient growth

2005H1 2007H1

59.658.4

+2%

1 post 2007 securitisation.  Pre-securitisation: 2007H1 RWAs £66.2bn, 13% increase 

Lending

Non–lending

2005H1 2007H1

+48%

56%

44%

2.5

41%

59%

3.7
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Managing capital to fund growth

Example: redirecting capital towards more profitable 
business in Wholesale and maintaining risk profile

Lower risk

Medium risk

Higher risk11% 9%
2005H1 2007H1

Corporate & Commercial
businesses RWAs

Corporate & Commercial
businesses assets

Lower return

Medium return

Higher return

2005H1 2007H1

31% 24%

35% 42%

34% 34%

11% 9%

19% 21%

70% 70%
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Managing capital to fund growth

Example: Scottish Widows has achieved profitable 
growth and capital release

SW product IRRs
(indexed to 100)

100

254

160

Focus on more capital efficient distribution channels

APE sales1 (£m)

+39%

1 sales in APE as PVNBP only available 2006H1 and 2007H1; includes managed funds

IFAs

Bancassurance

2003H1 2004H1 2005H1 2006H1 2007H1

480

665

Bancassurance
(+87% growth)

IFAs & Direct
(+21% growth)

2005H1 2007H1
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Delivering accelerating profit momentum

Continuing to build earnings 
momentum

• Strong sales; improved revenue growth
• Substantially improved productivity
• Wide positive jaws
• Strong profit growth in each division

Maintaining a robust capital 
position and dividend

• Capital ratios robust
• Improving dividend cover
• Interim dividend increased by 5%

Sustaining high returns

• Improving cost:income ratio
• Improving return on risk-weighted assets
• ROE remains high, and improving
• Excellent economic profit growth
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Headroom for growth

Strong customer franchises

Capital efficiency

Continuous productivity 
growth

• Improving customer service

• Understanding and meeting customer needs

• Increasing sales capacity

• Applying ‘lean’ and other productivity techniques

• Creating room for increased investment

• Active balance sheet management

• Rigorous application of economic profit disciplines
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Forward looking statements

This document contains forward looking statements with respect to the business, strategy and plans 

of the Lloyds TSB Group, its current goals and expectations relating to its future financial condition 

and performance.  By their nature, forward looking statements involve risk and uncertainty because 

they relate to events and depend on circumstances that will occur in the future.  The Group’s actual 

future results may differ materially from the results expressed or implied in these forward looking 

statements as a result of a variety of factors, including UK domestic and global economic and 

business conditions, risks concerning borrower credit quality, market related risks such as interest 

rate risk and exchange rate risk in its banking business and equity risk in its insurance businesses, 

changing demographic trends, unexpected changes to regulation, the policies and actions of 

governmental and regulatory authorities in the UK or jurisdictions outside the UK, including other 

European countries and the US, changes in customer preferences, competition and other factors.  

Please refer to Lloyds TSB Group plc’s latest Annual Report on Form 20-F filed with the US 

Securities and Exchange Commission and to any subsequent reports furnished by the Group to the 

US Securities and Exchange Commission or to the London Stock Exchange.  The forward looking 

statements contained in this document are made as at the date of the announcement, and the Group 

undertakes no obligation to update any of its forward looking statements.


