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19" November 2014

The Rt Hon Dr Vince Cable MP

Secretary of State for Business, Innovation & Skills
1 Victoria Street

London

SW1H OET

Doar Do Coble,

Thank you for your letter raising the issue of the impact of technological change on
bank branch networks.

As | said when announcing the outcome of our strategic review on 28 October, |
strongly believe that branches will remain a central part of Lloyds Banking Group's
multi-channel offering to customers for years to come. Branches will continue to have
an important role for both serving existing customers and acquiring new customers.
For this reason, as part of our new strategy we are committed to ensuring that over 90
per cent of Lloyds Bank and Bank of Scotland customers continue to have access to a
branch within five miles, while the Halifax network is maintained.

The pace of technological change has, as you acknowledge in your letter, prompted
the need to look again at the impact of shifting consumer behaviour on the shape of
our extensive branch network. We know that simple transactions in branches have
fallen and are expected to continue to fall, as customers opt for the convenience of
either self-service devices in branches or mobile and other digital channels. Indeed,
we estimate that branch transactions will halve within four years.

Recognising the vital role that branches play in many local rural communities, the
focus of any reductions we make will be on areas of urban overlap, where for example
we currently have two branches within reasonable distance of each other. Given
present and anticipated branch closure trends in the market, we expect that despite
this reduction we will in fact see an increase in Lloyds Banking Group's overall market
share of branches in the UK.

| am committed to working with the rest of the industry, through the BBA, to ensure
that we fully consider the implications of changes to branch networks for consumers
and communities. Your suggestion about the potential role of the Post Office will
need to feature in these considerations, as will important issues around financial
inclusion.

You can be assured we remain open to finding the most appropriate way forward for
our branch network, and ensuring that we continue to recognise the role a branch can

play in a local community.
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