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Asset Protection Scheme – 
Significantly de-risked Group

Significant risk transfer away from shareholders

Substantial increase in the Group’s capital base 

Exposure to higher risk and ‘outside appetite’ portfolios significantly 
mitigated

£14 billion additional lending support to personal and business 
customers

Conversion of £4 billion HMT preference shares into ordinary equity 
(on pre-emptive basis)
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Asset Protection Scheme – 
Key details

De-risks up to £260 billion Group assets (expected to be £250 billion 
net of impairments)

Approximately £194 billion risk-weighted asset relief (a reduction of  
c.39 per cent)

Increases pro-forma adjusted* core tier 1 capital ratio by 810 basis 
points, to 14.5 per cent†

Lloyds retains £25 billion ‘first loss’ net of impairments 

Subsequent losses shared 90/10 between HMT and Lloyds

Participation fee of £15.6 billion, amortised over c.7 years, paid in core 
tier 1 eligible B shares with a dividend of 7 per cent per annum

Subject to, inter alia, shareholder approval

* Adjusted for capital raisings in January 2009 and net negative capital adjustments arising on 
acquisition of HBOS

† Includes impact of conversion of the £4 billion HMT preference shares
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APS portfolio – 
A rigorous selection process

LBG portfolios
eligible for APS

Balance 
sheet pre 

APS

Following a rigorous process of stress testing and risk criteria prioritisation, a portfolio of up to          
£260 billion has been identified for inclusion in APS

APS

£1.1tn

£260bn*

APS portfolio:

Assets outside Lloyds risk appetite

High concentration risk assets

Higher risk assets with significant 
underlying volatility 

Reduced risk balance sheet post APS,
comprising:

Assets not eligible or not efficient for 
APS; e.g. fixed assets; insurance 
assets

Lower risk components of Lloyds 
Banking Group banking portfolios

* Including undrawn commitments of approximately £30 billion
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The initial portfolio comprises the following asset classes:

APS portfolio – 
£260 billion assets covered

Retail – mortgages 74

Total 260

Treasury Assets 17

Corporate/Commercial* 151

Assets predominantly represent higher risk and concentrated portfolios

Final composition of asset portfolio may differ from above, following completion 
of due diligence by HMT

Portfolio contains approximately £30 billion of undrawn commitments

£bn

Retail – unsecured personal loans 18

* Including UK and International Commercial Real Estate and Leveraged Finance
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Post-APS balance sheet

Of the £260 billion portfolio, a significant proportion (c.83%) of the assets included are legacy HBOS 
assets, reflecting the higher relative risk of the HBOS portfolio 

Residual balance sheet:

Assets are more equally distributed 
across the two legacy organisations 

Concentration of risk across legacy 
Lloyds TSB and HBOS has been 
addressed

APS
balance
sheet

Balance 
sheet pre 

APS

Non APS
balance 
sheet†

£1.1tn

£260bn* 

45%

55%

39%

61%

83%

17%

HBOS
Lloyds TSB

* Including undrawn commitments of approximately £30 billion
† Excluding first loss and 10% retained exposure
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Preference share conversion

£4 billion HMT preference shares to be replaced by ordinary shares

Issue price of 38.43p per ordinary share (8.5% discount to 6 March 
close, 10.4 billion ordinary shares issued)

Eligible shareholders can subscribe pro-rata to their existing holdings 
at 38.43p per share

Offer fully underwritten by HMT

HMT would own 65% of the enlarged Group, if no take up by 
shareholders*

* Assumes no conversion of B shares
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A significantly de-risked and improved capital 
position

* Proforma adjusted for capital raisings in January 2009 and net negative capital adjustments arising 
on acquisition of HBOS.  Based on initial APS portfolio analysis

† After first loss deduction which is reduced by impairment and fair value adjustments for the insured 
element of the APS portfolio, 50% of which is taken against core tier 1.  Includes impact of 
conversion of the £4 billion HMT preference shares

Risk-weighted assets (£bn)

At 31 December 2008

Core tier 1 capital (£bn)†

Core tier 1 capital ratio (%)†

Tier 1 capital (£bn)

Tier 1 capital ratio (%)

498

Before*

32.1

6.4

48.8

9.8

(39%)

Change

37%

+810bps

16%

+890bps

304

After*

44.0

14.5

56.7

18.7
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Lending commitments and other issues

Commitments to extend a total of £14 billion lending to creditworthy 
borrowers in a commercial manner, within our current lending criteria  

– £3 billion for mortgage lending

– £11 billion for business lending

No agreement to restrict the utilisation of tax losses or allowances, 
existing or future

No additional B share capital injections other than for payment of 
scheme fees

Lloyds to continue to manage all the covered assets, in accordance 
with the provisions of the APS
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APS – B shares, terms and conditions

Qualifies as core tier 1 equity

Non-voting, non-cumulative, B share dividend must be paid before any 
ordinary dividend can be declared

Discretionary B share dividend of the higher of 7 per cent and 125 per 
cent of dividends paid on ordinary shares; scrip option

HMT can convert some or all of its B shares into ordinary shares at a 
conversion price of 115p per ordinary share

Mandatory conversion of B shares at 115p per ordinary share when
ordinary share price is or exceeds 150p for 20 out of 30 consecutive 
trading days

Following conversion, HMT ownership of 77%, assuming nil take up by 
eligible shareholders of £4 billion preference share conversion.  HMT 
has restricted its voting rights to 75%
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A comparison with RBS

Covered assets 325260

Expected net risk-weighted asset relief 144194

Total B share issuance 19.5*15.6

Second loss sharing (company/HMT)  10 % / 90%10% / 90%

First loss (net of existing provisions) 19.525

Participation fee (B shares) 6.515.6

* RBS also have a call on a further £6 billion

RBSLBG£bn

Tax losses given up 4.6None

Overall cost / RWA relief 20.9% 21.3%

Additional capital raised 13.0*None
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Asset Protection Scheme – 
Summary

Significantly improves and de-risks capital position

Substantially reduces risk profile of enlarged Group’s balance sheet

Provides greater capacity to support customer lending

De-risks non-core assets, to enable greater focus on core businesses
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Disclaimer

This presentation does not constitute an offer to sell, or a solicitation of an offer to subscribe for, the securities 
being issued in any jurisdiction in which such offer or solicitation is unlawful.
This presentation is not for distribution, directly or indirectly, in or into Australia, South Africa, Canada or 
Japan or any other state or jurisdiction in which it would be unlawful to do so.  This presentation does not 
constitute or form a part of any offer or solicitation to purchase or subscribe for securities in the United States.  
The securities mentioned herein (the “Securities”) have not been, and will not be, registered under the United 
States Securities Act of 1933 (the “Securities Act”).  The Securities may not be offered or sold in the United 
States absent registration or an applicable exemption from the registration requirements of the Securities Act.  
There will be no public offer of the Securities in the United States. 
Neither the content of Lloyds Banking Group’s website nor any website accessible by hyperlinks on Lloyds 
Banking Group’s website is incorporated in, or forms part of, this presentation.
The distribution of this presentation and/or any other documents related to any offering of securities or the 
transfer or offering of securities into jurisdictions other than the United Kingdom (‘UK’) may be restricted by 
law.  Persons into whose possession this presentation comes should inform themselves about and observe 
any such restrictions.  Any failure to comply with these restrictions may constitute a violation of the securities 
laws of any such jurisdiction.
This presentation has been prepared for the purposes of complying with applicable law and regulation in the 
UK and the information disclosed may not be the same as that which would have been disclosed if this 
presentation had been prepared in accordance with the laws and regulations of any jurisdiction outside of the 
UK.
This presentation includes certain forward looking statements within the meaning of the US Private Securities 
Litigation Reform Act of 1995 with respect to the business, strategy and plans of Lloyds Banking Group and its 
current goals and expectations relating to its future financial condition and performance. Statements that are 
not historical facts, including statements about Lloyds Banking Group’s or management’s beliefs and 
expectations, are forward looking statements.  Words such as ‘believes’, ‘anticipates’, ‘estimates’, ‘expects’, 
‘intends’, ‘aims’, ‘potential’, ’will’, ‘would’, ‘could’, ‘considered’, ‘likely’, ‘estimate’ and variations of these words 
and similar future or conditional expressions are intended to identify forward looking statements but are not 
the exclusive means of identifying such statements.  By their nature, forward looking statements involve risk 
and uncertainty because they relate to events and depend upon circumstances that will occur in the future.
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Disclaimer

Examples of such forward looking statements include, but are not limited to, projections or expectations of the 
Group’s future financial position including profit attributable to shareholders, provisions, economic profit, 
dividends, capital structure, expenditures or any other financial items or ratios; statements of plans, objectives 
or goals of Lloyds Banking Group or its management including in respect of the integration of HBOS and the 
achievement of certain synergy targets; statements about the future business and economic environments in 
the UK and elsewhere including trends in interest rates, foreign exchange rates, credit and equity market 
levels and demographic developments, competition, regulation, dispositions and consolidation or technological 
developments in the financial services industry; and statements of assumptions underlying such statements.
Factors that could cause actual results to differ materially from the plans, objectives, expectations, estimates 
and intentions expressed in such forward looking statements made by Lloyds Banking Group or on Lloyds 
Banking Group’s behalf include, but are not limited to, general economic conditions in the UK and 
internationally; inflation, deflation, policies of the Bank of England and other G7 central banks and interest 
rate, exchange rate, market and monetary fluctuations; changing demographic developments including 
consumer spending, saving and borrowing habits, technological changes, natural and other disasters, adverse 
weather, terrorist acts and other acts of war or hostility and responses to those acts; changes in laws, 
regulations, taxation, Government policies or accounting standards or practices and similar contingencies 
outside the Lloyds Banking Group’s control; the ability to derive cost savings and other benefits as well as 
mitigate exposures from the acquisition and integration of HBOS; inadequate or failed internal or external 
processes, people and systems; exposure to regulatory scrutiny, legal proceedings or complaints; changes in 
competition and pricing environments; the inability to hedge certain risks economically; the adequacy of loss 
reserves; the ability to secure new customers and develop more business from existing customers; the degree 
of borrower credit quality; the ability to achieve value-creating mergers and/or acquisitions at the appropriate 
time and prices and the success of the Lloyds Banking Group in managing the risks of the foregoing.
Lloyds Banking Group may also make or disclose written and/or oral forward looking statements in reports 
filed with or furnished to the US Securities and Exchange Commission, Lloyds Banking Group annual report 
and accounts, annual review, half-year announcement, proxy statements, offering circulars, prospectuses, 
press releases and other written materials and in oral statements made by the directors, officers or employees 
of Lloyds Banking Group to third parties, including financial analysts.  The forward looking statements 
contained in this presentation are made as of the date hereof, and Lloyds Banking Group undertakes no 
obligation to update any of its forward looking statements.
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