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UK RECOVERY REMAINS ON TRACK
m September overall business confidence increased for a fourth straight month, to -11 from -14, supported by improvements
in both trading prospects and optimism about the economy.

m Employment prospects also rose for a fourth month, although the net balance remained negative at -16 compared with -20
in August.

m Wage expectations for the year ahead remained subdued compared with the start of the year, but the share of firms
anticipating pay freezes fell to 30% from 33% last month.

m Overall confidence was up in eight of the twelve UK regions, with the biggest gains in the East of England, Scotland and
London; the highest confidence levels were in London, the East Midlands and Wales.

m The improvement in this month’s overall confidence was led by Services, reflecting more optimism in hospitality and
finance & business services; there was a marginal rise in Construction, no change in Retail and a fall in Manufacturing.

m Negative Covid-19 impacts on current demand were noted by 62% of firms, unchanged from last month, but there was a
further decline to 18% from 22% reporting that demand had more than halved due to the pandemic.

m There was a rise in the proportion of companies to 62% from 53% declaring they were able to operate at full capacity with
appropriate social distancing rules in place.

OVERALL CONFIDENCE RISES FOR A FOURTH MONTH

September saw overall business confidence rise by three percentage points to -11 from -14, according to the Lloyds Bank
Commercial Banking Business Barometer which surveyed just over 1,200 companies in the first half of the month. That was a
fourth consecutive monthly increase, but was also the smallest rise since June. It brings overall confidence to a new high since
the Covid-19 health crisis began, but sentiment still remains well below the historical long-term average (chart 1). Both trading
prospects and optimism about the economy — the two components of overall confidence — improved this month, although the net
balances remained negative. The net balance for trading prospects was up 2 points to -12, while economic optimism rose 4 points
to -10.

Firms were still more likely to reduce than increase their headcount over the coming year, but the outlook was less negative than
in recent months (chart 2). The net balance for expected staffing levels was up 4 points to -16, reflecting 21% (up from 19%)
anticipating higher employment and 37% (down from 39%) predicting fewer workers. Consistent with that, the proportion indicating

Chart 1: Overall confidence rises for a fourth straight month Chart 2: Employment outlook still negative, but gradually
improving
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a likely pay freeze in the next twelve months fell to 30% from 33%, although that remained above 14% at the start of the year.
Meanwhile, the share of companies in our survey who reported having no furloughed employees increased to 38% from 33%.

CONFIDENCE TRENDING HIGHER ACROSS REGIONS AND SECTORS

Overall confidence increased in eight out of the twelve UK regions this month (chart 3). The largest rises were in the East of
England (up 17 points to -5), Scotland (up 14 points to -21) and London (up 9 points to -4). London shares the highest confidence
with the East Midlands and Wales (both also at -4), with the North East and the East of England both close behind at -5. The
South West recorded the lowest confidence and it was one of three regions where it fell (down 9 points to -34%). Overall
confidence also declined in the South East (down 11 points to -10%) and the North West (down 3 points to -13%). The underlying
picture shows that average confidence has improved for all regions in the past three months compared with Q2.

By industry sector (chart 4), the rise in overall confidence in September was led by Services which increased by 8 points to -10
from -18, driven in particular by hospitality and finance & business services. Construction recorded a marginal rise to -10 from -11,
while Retail was unchanged at -8. Confidence in Manufacturing, however, fell 11 points to -18 from -7 in August, although it was
still higher than in July. More positively, the net balances for employment prospects rose in all the four broad sectors.

SEVERE NEGATIVE COVID-19 DEMAND IMPACT LESSENING

More than six out of ten (62%) of companies in our survey said current demand was negatively affected by the coronavirus.
Although that was unchanged from last month, it was down from 66% in July. Moreover, the share that reported a more severe
negative impact, where demand had fallen by more than half, continued to decline to 18% compared with 22% in August and 25%
in July. In addition, 62% of firms also indicated they felt able to operate at full capacity, up from 53% in August, with notable rises
in finance & business and in education, health & public administration.

Chart 3: Confidence increased in most regions Chart 4: Sector confidence trending higher

Overall confidence, % net balance
Manuf.

Constr. )
Retail
40 Services

20 4

5 - Sep (latest) mAug = Jul

60 4

0

_20 4
-40

-60 - L
Jan-18 Jun-18 Nov-18 Apr-19 Sep-19 Feb-20 Jul-20

Source: Lloyds Bank Business Barometer (September 2020), BVA BDRC Source: Lloyds Bank Business Barometer (September 2020), BVA BDRC

COMMERCIAL BANKING Marketing Communication 2/4




TABLE 1: Overall business confidence

HIGHER SAME LOWER NET BALANCE (%) MONTHLY CHANGE
SEP-20 28 33 39 -11 +3
AUG-20 26 34 40 -14 +8
JUL-20 23 32 45 -22 +8
JUN-20 20 30 50 -30 +3
MAY-20 20 27 53 -33 -1
APR-20 21 26 53 -32 -38

TABLE 2: Economic optimism compared with three months ago

HIGHER SAME LOWER NET BALANCE (%) MONTHLY CHANGE

SEP-20 32 26 42 -10 +4

AUG-20 29 28 43 -14 +8
JUL-20 26 26 48 -22 +11

JUN-20 22 23 55 -33 +9
MAY-20 19 20 61 -42 -3
APR-20 21 19 60 -39 -42

TABLE 3: Trading prospects in the next year

HIGHER SAME LOWER NET BALANCE (%) MONTHLY CHANGE
SEP-20 24 40 36 -12 +2
AUG-20 23 40 37 -14 +9
JUL-20 19 39 42 -23 +4
JUN-20 17 39 44 -27 -2
MAY-20 20 35 45 -25 0
APR-20 20 35 45 -25 -33

TABLE 4: Staff levels in the next year

HIGHER SAME LOWER NET BALANCE (%) MONTHLY CHANGE

SEP-20 21 42 37 -16 +4

AUG-20 19 42 39 -20 +3
JUL-20 17 43 40 -23 +2

JUN-20 16 43 41 -25 +4
MAY-20 15 41 44 -29 -12
APR-20 20 43 37 -17 -21

METHODOLOGICAL NOTE

The fieldwork for the Lloyds Bank Business Barometer was conducted during 1-15 September 2020 by BVA BDRC. The sample
size was expanded in January 2018 and now covers the online responses of a sample of 1,200 UK companies each month from all
industry sectors, regions and firm sizes, including those with annual turnover below £1 million. The results are re-weighted to match
proportions by sector, region and size of the total business population, as published by the Department for Business, Energy and
Industrial Strategy and the Office for National Statistics. Net balances are calculated by deducting the percentage of negative
responses from the percentage of positive responses. Prior to January 2018, the fieldwork was based on telephone responses of
200-300 companies with annual turnover above £1 million.
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DISCLAIMER

This document is confidential, for your information only and must not be distributed, in whole or in part, to any person without the prior consent of Lloyds Bank plc (“Lloyds
Bank”). This document has been prepared for information purposes only. This document should be regarded as a marketing communication, it is not intended to be investment
research and has not been prepared in accordance with legal requirements to promote the independence of investment research and should not necessarily be considered
objective or unbiased. This document is not independent from Lloyds Bank’s proprietary interests, which may conflict with your interests. Lloyds Bank may trade as principal,
may have proprietary positions, and/or may make markets in any instruments (or related derivatives) discussed in this document. The author of this document may know the
nature of Lloyds Bank’s trading positions or strategies in anticipation of this document. Trading personnel may be indirectly compensated in part based on the size and volume
of their transactions, but the outcome of any transaction that may result from this document will not have a direct bearing on the compensation of any trading personnel. Lloyds
Bank may engage in transactions in a manner inconsistent with the views expressed in this document and Lloyds Bank’s salespeople, traders and other professionals’ may
provide oral or written market commentary or strategies to clients, which may conflict with the opinions expressed in this document.

Any views, opinions or forecast expressed in this document represent the views or opinions of the author and are not intended to be, and should not be viewed as advice or a
recommendation. We make no representation and give no advice in respect of legal, regulatory, tax or accounting matters in any applicable jurisdiction. You should make your
own independent evaluation, based on your own knowledge and experience and any professional advice which you may have sought, on the applicability and relevance of the
information contained in this document.

The material contained in this document has been prepared on the basis of publicly available information believed to be reliable and whilst Lloyds Bank has exercised reasonable
care in its preparation, no representation or warranty, as to the accuracy, reliability or completeness of the information, express or implied, is given. This document is current at
the date of publication and the content is subject to change without notice. We do not accept any obligation to any recipient to update or correct this information. This document
is not directed toward, nor does it constitute an offer or solicitation to, anyone in any jurisdiction or country where such distribution or use would be contrary to local law or
regulation. Lloyds Bank, its directors, officers and employees are not responsible and accept no liability for the impact of any decisions made based upon the information, views,
forecasts or opinion expressed.

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.

This document has been prepared by Lloyds Bank Lloyds Bank is a trading name of Lloyds Bank plc and Bank of Scotland plc which are both subsidiaries of Lloyds Banking
Group 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 EH1 1YZ. Registered in Scotland no. SC327000. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority under registration numbers 119278 and 169628 respectively.
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