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Business Barometer

The Lloyds TSB Corporate Markets Business Barometer is a
monthly survey of UK business opinion. The survey is completed
around the middle of each month and should help to provide an
early indicator of expectations and economic trends at the
business level. Participants are asked questions, the answers to
which are either an increase/improvement, no change or a
decrease/worsening compared with the previous month. The
balance between increase/improvement and
decrease/worsening responses is used to provide the summary
headline indicator for each question. The survey typically has a
sample size of 200 companies with turnover of £1m upwards.
Historic responses to the barometer correlate well with
movements in the general economy and can be used to highlight
changing business conditions in the UK.




Business confidence rises sharply in May

° Our latest LTSB Corporate Markets Business Barometer shows that
business confidence improved for the third consecutive month in
May, to the highest level in almost a year. The balance of firms
expecting higher rather than lower levels of business activity over
the next twelve months increased sharply by 14 percentage points
to +28% in May from +14% in April. In May, 44% of firms expected
business activity to rise (versus 35% in April), whereas 16% expected
it fo fall (versus 21%) and 36% expected no change (versus 42%).

° Further, the Business Barometer's economic sentiment balance
amounted to +40% in May, a 29 percentage point increase
compared with April when the balance was +11%. Firms were more
optimistic about the UK economy than in any survey since April
2007. 61% of firms were more optimistic (45% in April), 21% were
more pessimistic (34%) and 17% were neither more nor less
optimistic (20%).

° In May, service and industrial firms were significantly more
confident about their business activity. Service firms’ balance rose
by 16 percentage points to 30% and industrial firms’ balance rose
by a significant 29 percentage points to 15%. The latter may be
related to stronger EU economic data, which may have raised firms’
expectations of trading with Europe. Distribution firms’ confidence
balance increased by just one percentage point to 32%. But this
was still the best sector outcome in the survey and was
underpinned by a significant improvement in the industry’s
perceptions of the UK economy in May.

° Similarly, firms in all regions expect their level of business activity to
increase over the next twelve months - Midlands firms have the
strongest confidence balance (+53%), followed by North firms (+24)
and Southern firms (+13%). Surprisingly, although industries in the
South are least confident about their own business prospects, they
are most optimistic about the UK economy.

° Larger firms with turnover over £20m were significantly more
optimistic about their own business prospects in May than they
were in April - their confidence balance rose by seventy percentage
points to 40%. This may be related to stronger equity markets and
less negative prospects for overseas frade. By exception, firms with
turnover over £20m were less optimistic about UK economic
prospects rather than more. Firms with turnover between £5-20m
reported their confidence balance rising by 16 percentage points to
29%. Firms in the £1-5m turnover bracket showed a smaller rise in
confidence - plus eight percentage points to 26%.

° Business confidence is a key ingredient of economic recovery so the
strengthening in firms’ expectations of business activity evidenced
in the last three Business Barometer surveys is encouraging. But the
Bank of England will need to continue to support credit flows to
business via measures such as holding Bank rate at 0.5% and by
continuing to adjust its quantitative easing programme to limit
upward pressure on longer term benchmark bond yields to help
the recovery process. But for now, at least, the signs are
encouraging and we forecast GDP to shrink by less in Q2 than in Q1
and to start to stabilise possibly in the second half of this year.

Table 1: Headline survey responses - survey conducted 11-15 May

1. During the next 12 months, do you expect your level of
business activity to increase?

Balance (%)

May Change*
Increase Same Decrease
44 36 16 28 +14
2. Are you presently more optimistic about the economy
than you were three months ago?

Balance (%)

May Change*
Optimistic  Same Pessimistic
61 17 21 40 +29

* Represents the difference in balance from the previous month’s survey
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Charts of historical responses

Chart 1: Business confidence improved for the third consecutive month
in May...
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Chart 2: ... as firms are significantly more optimistic about general UK
economic prospects
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Chart 3: Comparing the Business Barometer's general economic
conditions index with official GDP implies that the economy will contract
in Q2, but at a slower pace than in Q1
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Detailed responses, by corporate sector, region and company size
Table 2

During the next 12 months, do you expect your level of business activity to increase?

May - 09 Increase Same Decrease Balance % (increase minus Change in balance
decrease) May/April
Total 44 36 16 28 +14
Sector
Services 45 36 15 30 +16
Distribution 46 36 14 32 +1
Industrials 39 34 24 15 +29
Region
North 47 28 23 24 +10
South 32 42 19 13 +2
Midlands 59 34 6 53 +37
Size
£1-5m 44 34 18 26 +8
£5-20m 38 49 9 29 +16
£20m+ 53 33 13 40 +70
Table 3
Are you presently more optimistic about the economy than you were three months ago?
May - 09 Optimistic Same Pessimistic Balance % (optimism minus Change in balance
pessimism) May/April
Total 61 17 21 40 +29
Sector
Services 63 15 21 42 +26
Distribution 67 14 19 48 +55
Industrials 48 28 24 24 -3
Region
North 51 6 43 8 -3
South vl 13 15 56 +48
Midlands 57 34 9 48 +35
Size
£1-5m 59 18 23 36 +29
£5-20m 68 12 14 54 +56
£20m+ 68 18 14 54 -7



About us

Lloyds TSB Corporate Markets’ Economics team works in
tandem with relationship and financial markets teams to
provide analysis of the issues impacting the economy
and business areas its customers operate in. The
mission of the team is to add value to customers,
through superior economic analysis and insightful
research into financial markets and industrial sectors.

Our Financial Markets team provides solutions to
businesses of varying size — from commercial through to
global corporations and financial institutions. The
complexities of today’s volatile financial markets mean
that businesses have an even greater need for a risk
management partner. Our Financial Markets experts
take a consultative approach and can provide you with
a risk strategy that includes FX, Inflation, Interest Rates
and Commodity solutions.
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Contact us

Economics

More detailed analysis is available on request from the author:
Nichola James, Senior Economist, Corporate Markets,
Economic Research.

Tel: 020 7158 1741

Editorial comment
Trevor Williams, Chief Economist, Lloyds TSB Corporate Markets.
Tel: 020 7158 1748

For additional copies of Business Barometer and queries
Email: FinancialMarketsDivision.EconomicResearch@lloydstsb.co.uk

Press contacts
Emile Abu-Shakra, Media Relations, Lloyds TSB.
Tel: 020 7356 1878

Financial Markets contacts

For information on how we can help you with your risk
management strategies:

Kathryn Balll

Tel: 020 7158 1672

To view our research please click on the following link
www.lloydstsb.com/corporatemarkets

To view our research please click on the following link www.lloydstsb.com/corporatemarkets

This survey is conducted for Lloyds TSB Corporate Markets by Continental Research.

This document is confidential, for your information only and must not be distributed, in whole or in part, to any person not involved with the proposed transaction without the prior consent of Lloyds
TSB Bank plc ("LTSB”). Whilst LTSB has exercised reasonable care in preparing this document and any views or information expressed or presented are based on sources it believes to be accurate and
reliable, no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of the information contained herein. In particular, whilst we have sought to identify
appropriate products and to provide guidance as to how those products might operate under various accounting standards we are not, and should not be considered to be, giving an accounting
opinion or advice and you should conduct your own independent enquiries and seek your own professional advice in this respect. Any transaction which you may enter into with us will be on the
basis that you have made your own independent evaluations based on your own knowledge and experience and any professional advice which you may have sought in relation fo all aspects of the
transaction including legal, regulatory, tax or accounting.

All terms contained herein, including pricing, are indicative only and subject to change without notice. This material has been prepared for information purposes only and LTSB, its directors, officers
and employees are not responsible for any consequences arising from any reliance upon such information. If you receive information from us which is inconsistent with other information which you
have received from us, you should refer this to your LTSB Sales representative for clarification.

Lloyds TSB Corporate Markets is a trading name of LTSB. LTSB's registered office is at 25 Gresham Street, London EC2V 7HN and it is registered in England and Wales under no. 2065. LTSB is
authorised and regulated by the Financial Services Authority.



