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Bonds under pressure

Market overview

Whilst US short and long end bond futures have lost upward momentum, it should be noted
that one day does not constitute a trend and, after the dust has settled, the market may well
view the current rise in yields as an opportunity to buy bonds.

US 2 year yields remain above the key 4.00% level, which is proving to be a tough psychologi-
cal barrier, but long term objectives remain at 3.60% and, on a spread against the 10 year,
targets remain at -1.00%. The trend in 10 year note futures remains bullish from July despite a
rising equity market. However, if the current retracement extends to 108.12, the profile will turn
negative into year end.

In the UK, gilts remain a buy on retracements with targets at 108.00. Short sterling remains
range bound short term, the bias on a break-out remains positive with 94.12 the target into
November.

Bunds continue to grind higher, but the strategy remains to sell against T-notes on a spread
basis, with parity the long term objective.
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Technical Strategy - US 2y, US yield spread, T-Note futures

) Weekly QUS2YT=RR 10/06/01 - 07/10/07 (UTC)

US 2 year yields vield 3.6%
. Lind, QUS2Y T=RR, Yield_1(Las})

3.60% remains the target. 07/30/07,3.9997

The 4.00% barrier remains a8

key, but should give way as
we move into year end.
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Trend remains positive in the
face of rising equites. Bias for
111.00 over the coming weeks
with stops below 108.13.
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Technical Strategy - short sterling, long gilts, UK 5yr yield

December short sterling
Momentum has stalled, but
prospects remain for a move
up towards 94.12- A key
trigger line.
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UK gilts continuation
The bias from last week
remains positive with
targets at 108.66. Stops
below 106.50.
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Below the 5.00% psycho-
logical barrier with 4.90%
a fibonacci retracement
support. Objectives are at
4.70% into November. Only
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Technical Strategy - euro BOBL, euro schatz

Euro BOBL ]
Grinding higher with a E DLZT - Euro BOBL [5yr), Dec 07, Daily
modestly positive bias. A
break through 108.00
should see momentum
accelerate. Stops below
the trendline at 107.49
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Euro schatz continuation
Bias to the upside remains
with 103.77 the key target
line. May well tread water ) 104000
for now. Below 103.21
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Disclaimer

Any documentation, reports, correspondence or other material or information in whatever form be it electronic, textual or otherwise is based on sources
believed to be reliable, however neither the Bank nor its directors, officers or employees warrant accuracy, completeness or otherwise, or accept
responsibility for any error, omission or other inaccuracy, or for any consequences arising from any reliance upon such information. The facts and data
contained are not, and should under no circumstances be treated as an offer or solicitation to offer, to buy or sell any product, nor are they intended to
be a substitute for commercial judgement or professional or legal advice, and you should not act in reliance upon any of the facts and data contained,
without first obtaining professional advice relevant to your circumstances. Expressions of opinion may be subject to change without notice. Although
warrants and/or derivative instruments can be utilized for the management of investment risk, some of these products are unsuitable for many investors.
The facts and data contained are therefore not intended for the use of private customers (as defined by the FSA Handbook) of Lloyds TSB Bank plc.
Lloyds TSB Bank plc is authorized and regulated by the Financial Services Authority and is a signatory to the Banking Codes, and represents only the
Scottish Widows and Lloyds TSB Marketing Group for life assurance, pension and investment business.




