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Global Economy




Iran conflict & energy prices remain dominant global market driver

Crude oil & Natural gas prices, front month future Brent Crude Oil Crack Spread, Month 1, $/bbl
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Rate expectations surge & bond yields scale multi-decade highs

Key Global Policy Interest Rate Expectations, % 10Y Government bond yields, %
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Al underpins global equities sentiment during ‘in between times’

Equity index performance, 01/01/2017=100
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UK Economy




Growth momentum retained into H2, buoyed by services sector

UK GDP, Qtr/Qtr, %

2.0 ~

1.5 4

1.0 ~

0.5

0.0

-0.5 ~

-1.0 -

-1.5

-2.0 ~

+18% & 1%

0.5%

AT

. BBG
' median
. forecast

-2.8% -20%
() \ /

T T T T T T T T T T T i T |
14 15 16 17 18 19 20 21 22 23 24 25 26 27
Source: Macrobond, BBG (16/10/26), Lloyds Bank Market Insights

GVA, % change since end 2025
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Business conditions stay firm but consumer confidence turns down

GDP Growth & PMI Output Index
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UK growth prospects hampered by cautious consumer

Real GDP growth, % q/q, and contribution from consumer spending, Household income & spending trends, 2019Q4 =100
ppts (8 quarter moving averages)
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High saving cushion and prioritisation to underpin consumption

Households' Saving Ratio, %
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Subdued macro climate dampens consumer sentiment

Cost pressures and rising unemployment risks have hurt consumer confidence in ‘economic situation’

Consumer Unemployment Expectations (GfK), Next 12 months, 3mma Change in number of PAYE employees since Oct 2024, 000s
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Signs of labour market stabilisation amid still soft hiring demand

Employment trends Labour demand, 3m/3m, y/y, %
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Near-term inflation outlook dictated by energy prices

UK Inflation, % y/y Bank of England Inflation forecasts, quarterly, % y/y
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Bank of England expected to raise interest rates

The MPC has recently voted to keep Bank rate unchanged, but markets are pricing significant tightening

UK Interest rates, % . . . .
BoE Inflation Attitudes Survey, Expected prices, median, %
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Markets don’t have to agree with economists.

The MPC has recently voted to keep Bank rate unchanged, but markets are pricing significant tightening
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Food price inflation likely to pick up

Our UK Sector Tracker suggests that food price inflation should start picking up soon

UK CPI Food & Drink, y/y change, % (lhs), Beverages & Food Output
Prices PMI (9-month lead), 50 = no change (rhs)
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Smaller headroom today - bigger spending commitments tomorrow

UK Government Fiscal Headroom, £bns £bn
‘w Half of productivity gains-achieved - 40
80 - Public pay grows at March 2026 OBR forecast
....... Hold non-health, non-defence spending flat inreal terms | 35
70 - m Defence to 3% of GDP by 2030/31
.................................................................................................... L 30
60 -
.................................................................................................... L 25
50 -
Average Headroom since the
OBR was established in 2010: ...................................................................................... I 20
40 -
.......................................................................... L 15
30 - - _...ma__ o _____
20 - £14. 5bn
- I I I I I I I
(NSNS SEEESEEEEESEEEEEEEEEEN I I . . .
Scenario A Scenario B Scenario C
Source: OBR, Macrobond, Lloyds Bank Market Insights Source: IFS, Macrobond, Lloyds Bank Market Insights

17



Why global bond markets matter to the UK (and everyone else now)

Share of gilts by sector, %
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Disclaimer

This presentation is being made available on a strictly confidential basis to you and is
intended only for the use of your internal authorised recipients or those involved with
the proposed transaction (the Recipients) to whom it is necessary to disclose the
presentation and no part of it may be disclosad to any third party without the prior
consent of Lloyds Bank (Lloyds Bank means Lloyds Bank Plc or any member of Lloyds
Banking Group as applicable).

You 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 Bank. Client name recognises that some of the infermation provided to it by
Lloyds Bank may be sensitive for commercial reasons or otherwise, for example,
Pricing, Product Terms and Conditions. As such, Client name acknowledges Llovds
Bank’s right to make representations of confidentiality in relation te such infermation
for the purposes of a request for infermation under the Freedom of Information Act
2000 and where it is so permitted, Client name will allow Lloyds Bank the opportunity
to redact any sensitive details contained within such infermation.

Whilst Lloyds Bank has exercised reasonable care in preparing this document and any
views ar 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. This
material has been prepared for information purposes only and Lloyds Bank, its
directors, officers and employees are not respensible for any consequences arising from
any reliance upon such information.

By reviewing this information each Recipient is deemed to represent that it possesses
sufficient expertise to understand both the risks and rewards involved in the product
types referred to herein. This presentation does not constitute or imply any offer or
commitment whatsoever on the part of Lloyds Bank te arrange, underwrite any
portion of, participate in or provide any financing or lending ¢r to enter inte any
transaction whatscever, Lloyds Bank reserves the right to terminate discussions with
any Recipientin its sole and absolute discretion at any time and without notice,

Any transaction which you enter into with us is on the basis that you are able to make
your own independent evaluation based on vour own knowladge and experience and
any professional advice which you may seek in relation to the financial, legal,
regulatory, tax or accounting aspects of the proposed transaction. All tarms contained
herein, including pricing, are indicative only and subject to change without notice. If
you receive information from us which is inconsistent with other information which
you have received from us, you should refer this to vour Lloyds Bank Sales
representative for clarification.

Lloyds Banking Group plc and its subsidiaries may participate in benchmarks in any one
or more of the following capacities; as administrator, submitter or user. Benchmarks
may be referenced by Lloyds Banking Group plc for internal purposes or used to
reference products, services or transactions which we provide or carry out with you.
More information about Lloyds Banking Group plc’s participation in benchmarks is set
out in the Benchmark Transparency Statement which is available on our website.

Eligible deposits with us are protected by the Financial Services Compensation Scheme
(FSCS). We are covered by the Financial Ombudsman Service (FOS). Please note that
due to FSCS and FOS eligibility criteria not all business customers will be covered.

The provision of credit or leasing services is subject to your meeting our Credit
approval. Please ensure that you only apply for credit or leasing services that you can
comfortably afford.

Lloyds Bank is a trading hame of Lloyds Bank plc, Bank of Scotland plc and Lloyds
Bank Corporate Markets plc. Cardnet® is a registered trademark of Lloyds Bank plc.
Lloyds Bank plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered
in England and Wales no. 2065, Bank of Scotland plc. Registered Office: The Mound,
Edinburgh EH11YZ. Registered in Scotland no. SC327000. Lloyds Bank Corporate
Markets plc. Registered office 25 Gresham Street, London EC2V 7HN. Registered in
England and Wales no. 10389850, Authorised by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority under registration numbers 119278, 169628 and 763256 respectively. (05.18).
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Any questions?
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