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A Series of Unfortunate Events

“If you are interested in stories with happy endings, you
would be better off reading some other book. In this book,
not only is there no happy ending, there is no happy
beginning and very few happy things happen in the middle.”

The Bad Beginning, by Lemony Snicket and Brett Helquist



‘Lost output’ greater in the UK than in other G7 economies
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If we look at 2009 growth/inflation outturns relative to
consensus forecasts for the G7...
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... downside news on growth meant downside news on inflation
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... except for the UK
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Barclays ‘central case’ growth scenario, % y/y

- 2009 2010 2011 2012 2013 2014 2015

Consumption -3

Investment -13.2 PR 5.9 4.1 2.1 2.0 1.7
Government 2.0 0.3 -0.8 -0.3 0.6 0.7 0.8
Exports -11.0 5.6 53 4.7 4.6 4.3 4.2
Imports -12.5 7.2 4.5 4.2 4.9 3.6 34

coP 49 18 23 14 15 17

Source: Barclays Economics Research
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Weak pay growth means weak household demand
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‘Mortgageless recovery’ unlikely to be sustained
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Sharp drop in lending to firms, record fall in investment

25
20
15
10

o

-10
-15
-20
-25
-30

20
i + 15
| -+ 10
] -+ 0
| Investment, % y/y (lhs)
] — Credit, %/ y (rhs) T -9

-10
98 99 00 01 02 03 04 05 06 07 08 09

Source: Haver Analytics, Barclays Economics Research

10



Credit constraints are binding tightly for SMEs
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Government consumption is set to become a significant drag on
demand
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Barclays GDP scenarios, % y/y

2009 2010 2011 2014 2015

Optimistic case -4.9 2.2 3.0 : : 2.3 2.2

Central case -4.9 1.8 2.3 : : 1.7 1.8

Pessimistic case -4.9 1.2 1.5 : : 1.8 1.7

Source: Barclays Economics Research
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The economic outlook and the risks of a
sterling crisis



The sterling crisis 2008-09?
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Primary budget balance (% GDP)
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Disclaimer

This document has been prepared by Barclays Capital, the investment banking division of Barclays Bank PLC ("Barclays"), for information purposes only. This document is an indicative
summary of the terms and conditions of the securities/transaction described herein and may be amended, superseded or replaced by subsequent summaries. The final terms and
conditions of the securities/transaction will be set out in full in the applicable offering document(s) or binding transaction document(s).

This document shall not constitute an underwriting commitment, an offer of financing, an offer to sell, or the solicitation of an offer to buy any securities described herein, which shall be
subject to Barclays’ internal approvals. No transaction or service related thereto is contemplated without Barclays' subsequent formal agreement. Barclays is acting solely as principal and
not as advisor or fiduciary. Accordingly you must independently determine, with your own advisors, the appropriateness for you of the securities/transaction before investing or
transacting. Barclays accepts no liability whatsoever for any consequential losses arising from the use of this document or reliance on the information contained herein.

Barclays does not guarantee the accuracy or completeness of information which is contained in this document and which is stated to have been obtained from or is based upon trade and
statistical services or other third party sources. Any data on past performance, modelling or back-testing contained herein is no indication as to future performance. No representation is
made as to the reasonableness of the assumptions made within or the accuracy or completeness of any modelling or back-testing. All opinions and estimates are given as of the date
hereof and are subject to change. The value of any investment may fluctuate as a result of market changes. The information in this document is not intended to predict actual results and
no assurances are given with respect thereto.

Barclays, its affiliates and the individuals associated therewith may (in various capacities) have positions or deal in transactions or securities (or related derivatives) identical or similar to
those described herein.

This document is being made available in the UK to persons who are investment professionals as defined in Article 19 of the FSMA 2000 (Financial Promotion Order) 2005. Outside of the
UK, it is directed at persons who have professional experience in matters relating to investments. Any investments to which this document relates will be entered into only with such
persons. Clients should contract and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations permit otherwise. This
document is not for distribution to retail customers.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION IN WHICH ACTION FOR
THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR DELIVERY OF THE SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL RELATING TO SUCH
SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY APPLICABLE LAWS AND REGULATIONS AND
WHICH WILL NOT IMPOSE ANY OBLIGATION ON BARCLAYS OR ANY OF ITS AFFILIATES.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/TRANSACTION. PRIOR TO TRANSACTING,
POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS. THIS DOCUMENT IS NOT A
PROSPECTUS FOR ANY SECURITIES DESCRIBED HEREIN. INVESTORS SHOULD ONLY SUBSCRIBE FOR ANY TRANSFERABLE SECURITIES DESCRIBED HEREIN ON THE BASIS OF
INFORMATION IN THE RELEVANT PROSPECTUS (WHICH HAS BEEN OR WILL BE PUBLISHED AND MAY BE OBTAINED FROM BARCLAYS), AND NOT ON THE BASIS OF ANY INFORMATION
PROVIDED HEREIN.

Barclays Bank PLC is registered in England No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. Copyright Barclays Bank PLC, 2010 (all rights reserved). This document is
confidential, and no part of it may be reproduced, distributed or transmitted without the prior written permission of Barclays.

Barclays Capital is the investment banking division of Barclays Bank PLC, which is authorised and regulated by the UK Financial Services Authority and a member of the London
Stock Exchange.
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