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Figure 1: 'Credit crunch' gets w orse ...
(FTSE 100, May 2008 - 19 September 2008)
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in
d

e
x

120

160

200

240

280

320

120

160

200

240

280

320

01 02 03 04 05 08 09 10 11 12 15 16 17 18 19

Figure 2: ... HBOS under pressure ... HBOS merge
w ith LTSB ... Central  Banks intervene

Lehman Brothers

HBOS under
threat

LTSB
merger

Source: London Stock Exchange 2008

p
e

n
ce

 (
£

)A

HBOS share price
September 2008

FTSE100

�
�
; �� 
 �� � � 
 
 � * +2� 4 � &�)� <� ? � � #� � )� � � � � &� � ! � C4 ?= � D2� � 
 
 � &� � � 
 � � � � � � � � � � 
 � &
 � ! 
 � � �� � � 
 
 � � � � � � � � � � � � 
 � � � ! 
 � �
' � 
 � � � � 
 � $ �� 
 � �� � � � 
 � � 
 � � ' &� � � 
 � �� � � CG�� � � 
 � � D"� . � � �� � �)�� � � � � ! � � ' � �� � � 
 � � 
 � ' � �� 
 � � &
 ! � � � � � � � � #
 � / 
 � � � )�
4 ?= � � ( � �0&� � ! � � � � ? �C0� � ?D2� � � 
 � � �� � � � 
 
 �&� � � 
 � � � ( � � #�� � � � � � � ' � �� � � 
 
 � � � � � � � � "�
�
1 � 
 � � � � � � � � � � � � � � � � � � � � � � � � � 
 � 
 � � � � �  � � � � ! 	 �  � � � 	 � � � � � � � � � � � �  � � � � � 2 � � � 
 � � � � ! � � 	 #� 1� � � � ! 
 � � � � �
' � 
 / 
 � � � � � � &� ( � &� )�� � � � �� &� H� 
 &� ! � $ � E� � � � � � ( 
 � � � )� � 
 � � � � &� ( � � #� � C* � 2� * +2� � � � � @� � 
 2� � $ �� @
 � &� � ! � � � ! �
7� ' � � D� 
 � / 
 � ' � � / �! 
 ! � � � I � � � � ( �&&�� � � �� :
 � � �� � � � � � ( � � � � � &�8� �! �� � � $ �� 
 �� � � 
 
 � � &� ( � &� )�� � � � �� &� � � � � 
 � "� � 
 
 � * � �
� � 
 � � � � � � � � � � � � � 
 ! � � 
 
 � � � 
 � � �� � � � )� � � I � � � � ( �&&�� � � )� � ! � � � � ( � � � H( � ! � ! 
 ( � � E� � � ! � � 
 / �/ 
 � � 
 
 � )�� � � � �� &�
� � � #
 � � "� � 
 
 � ? � � #� � )� � � � &� � ! � 
 � � � 
 <� 
 � ! 
 ! � �� � � � ' 
 � �� &� 0�8� �! �� � � � � 
 
 � 
 � � � � �&� 
 � � &� � � 
 <� � � 
 � � � � � ! � � 
 
 �
G�� � � � �� &� � 
 � / �� 
 � . � � 
 � � �� � �CG� . D� 
 � � � ( � � � 
 ! � � 
 
 � � 
 � � � � � 
 &&�� � � � )� )�� � � � �� &� � � � � #� � �� � � 
 
 � * +"�
�
; �� 
 � � 
 
 � G� � � � � � � � 
 � � � ! �� � � �� � � ( �� � 
 � � � � � 
 � ! � � � � �� 
 � �� � 
 �� � � � � � � � � G� �! � � � � 6� � 
 ' � 
 � ( 
 � � � � � � 2� � 
 
 � ' � &�� � �
� � #
 � � E� � � / 
 � 
 � � � 
 
 &' 
 ! � � � � #
 � � � 
 � � / 
 � � "�
�
3� � � � ' � � � � � ! � � � � 
 � �  � � ' � � � � � ) � � � � ) �   �  �2 � � � � � 
 � � � � � � � 	 � � � � � � � � '  � � �  � )� � � � 
 � �  � � � � ! � � 	 #�1� � �� �&�#
 &� �
� 
 � � � � � ! 
 � � 
 
 � � )� �� � � � ( �&�� � � $ �&&� � 
 � � �� � $ �� 
 �� � � 
 
 � � � � � 
 � � )� � � � 
 
 � )� � 
 � 
 
 � ( &
 � )� � � � 
 � ( 
 )� � 
 � � 
 
 � � � � #
 � � �
� 
 � � � � � � � � H� � � � � &�� � E"� � 
 
 � � � � �� � � � � )� � 
 
 � * � � � � / 
 � � � 
 � � � $ 
 �� 
 � 
 ))
 � � �/ 
 &� � &
 ! � � � � � � � �� � � &�� � � �� � � � )� � �
� �� � �)�� � � � � � 
 � � #� � )� �� � � 
 � � � � � � � � � � &! � 
 � / 
 � � � � �� ' � � � � � � � * � � �� )&� � �� � � � � ! � ! 
 � � � ( �&�� 
 � � 
 
 � * � � ! � &&� � "� � 
 �� � �� �
� � � � � � � � &! � 
 � / 
 � � � � �� ' � � � � � � � � �&� ' � �� 
 � � C� �&� �� � &� � � 
 &� � � � � ! 
 ! � �� � ! � &&� � � D� � � ! � � � � 
 � � � )� 
 � � � � � �� � � � � $ � 
 �
� � � � � � � � 
 
 �$ � � &! "� , �/ 
 � � � 
 
 � �� ' � � � � � � 
 � � )� � 
 
 � )�� � � � �� &� � 
 � � � � � � � � � 
 
 � � / 
 � � &&� 
 � � � � � � 2� � 
 
 � � &� ( � &� 
 � � � � � �� �
� � � &� � #� 
 � � � � &
 � � &� � ! 
 � 
 � �� � � � 
 ! � � � ! � � 
 �� � $ �&&� 
 � / 
 � � � � �� ' � � � � � � � � 
 
 � * + � � � ! � � � � � 
 � � � � � � � � � &� � #� )� � � � 
 �� �
� 
 � � 2� �� � � � � 6� � � ! � ( 
 � � � ! "�
�
�



 4

� � � � � ) � � � � � � � 	 � � � � � � � ' � � � � � � � � � � � � � � � � � 
 � � � � � � � � )  � � � � � � � � � ' � � �" � �
�
� � � � � � � � 	 � � � � � � � � 	 � ' � � ) � 
 � � � � � � 
 � � � 	 � � � � � � � � � � )  � � � � � � � � � � � � � � � ( � 	 � � %� � � � � � � 	 "� � 
 
 � &� � � � � 
 � � � 
 � � �
( 
 
 � � � 
 � � � � � 
 � �� 
 ! � ( � � � � � �� � �)�� � � � � �� � � 
 � � 
 � �� � � &� ( � &� �� )&� � �� � "� , &� ( � &� )� � ! � ' � �� 
 � � � � � 
 � ( � � � � � � � ! � � � � ' 
 � �
� 
 � � � �� � � � 
 � &�� � � � 
 � � � � �� � � 
 
 � � 
 � � � � � �7� &� "�? � �7� &� � � � � � � � � 
 � &�� � � � �&� ' � �� 
 � � 
 � ! � � � � 
 � � 
 � � � � � �' &
 ! � � �� � 
 � 
 � � &� �
� � � � 2� $ �� 
 � � 
 � &� ' � �� 
 � � 
 �� 
 
 � � � 
 � � � � � � � � � � � �� 
 � � �� � 
 � � 
 
 � � 6� � E� "� = / 
 � � � 
 
 � ' � � � � � � � ' &
 � � )� � 
 � � � � � 
 
 � 
 � 
 � � �
( 
 
 � � � � � �� � �)�� � � � � � �� 
 � �� � � � 
 
 � � � &� ( � &� � � � � � ! �� � � ' � �� 
 � "�
�
. � � � � � 
 � � &� � � )� � 
 
 � 
 �� 
 � � �&� � � ! � � � � � � ! �� � � ' � �� 
 � 2� * + � � � � � )� � � � � �� � � �� ' � � � � � ! � � � � ' � � � ' � �� 
 � � 
 � / 
 � � �� 
 � �
� 
 � � ' &� � � / 
 � � � 
 
 � ' � � � � � � � � � � � 
 � � CG�� � � 
 � � D"� 1� � � ! ! �� �� � � � � � � � � �� � �)�� � � � � �� � � 
 � � 
 � �� � � � � � )� � � � � �� � � � � � ' � � �
' � �� 
 � 2� ( � � . � � � � � � � � � � � � � � 
 � � ' � � �� 
 � �� � )� � ! 2� 
 � 
 � � � � � � ! � � � � � � ' � � � � � � � � � � 
 
 &' 
 ! � � � � ' � � 
 � * + � �� )&� � �� � � � � � � "� �
' 
 � � � 
 � � 2� � � � 
 � � 
 � � � � $ �� 
 � � 
 
 �? � � #� � )� � � � &� � ! � �� )&� � �� � � � � � � 
 � �CG�� � � 
 � � D"�

0

4

8

12

16

20

24

28

32

0

4

8

12

16

20

24

28

32

Aug 2007 Nov  2007 Feb 2008 May  2008 Aug 2008

manufacturing
input prices

manufacturing
output prices

a
n

n
u

a
l %

 c
h

a
n

g
e

Source: National Statistics 2008

Figure 3: A sharp increase in UK producer prices ...
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Figure 4: ... UK inflation well above the target
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Figure 5: UK economic grow th comes to a halt
in second quarter, ...
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Figure 8: ... A sharp increase in UK unemployment
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Figure 10: ... Housing market correction is under w ay
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Figure 11: Business activity (output) and level of
incoming new business (new orders) plummet ...
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Figure 12: ... a sharp drop in business optimism
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Figure 13: Oil prices decline sharply... UK inflation
expected to peak this year ...
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Figure 15:  ...  Revised outlook for UK GDP growth in 2008 and 2009
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Figure 18: A sharp rise in unemployment ...
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Figure 19: ... employment and activity are holding well?
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Figure 20: Fall ing level of output (business activity) ...
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... and new orders (incoming new business)

�

� � � � � � 
 � � � � � � � � � � � � � � � � � � � � � ! 	 � 
 � � � � � � � � � � � � � � ' � � � � � � � � � � � � � � � � � 	 � � � � � � � � � � � ( � 	 � � ) � � � �
� � � � � 	 #� A
 $ � � � ! 
 � � � C� � � � 
 )� &� �� ! �� � � � � � � )� )� � � � 
 � � � � $ � 
 D� ! 
 � &�� 
 ! � � � � � 
 
 � )� � � 
 � � � � � � 
 � �� � � &� � � � � � 
 / 
 � �
� 
 � � � � �� � 7� &� 2� � &� 
 � � � 
 � � 
 
 � � � � 
 � � )� � � � � � � � � �� � � �� � � 
 
 � � 
 � �� � � $ � � � &
 � � � � 
 / 
 � 
 � � 
 � � � 
 &� 
 $ 
 
 � 
 � �� � � 
 
 � * +�
CG�� � � 
 � � � D"� � 
 
 � � � � � � � 
 � 
 � � � ! � � � � )� � � . � � � � � � � 
 � $ � � � � � � � &&� � 
 � � / 
 � � 2� ( � � � � 
 
 � � � � $ � 
 � �� � � 
 
 � / � &� � 
 � � )�
� 
 $ � � � ! 
 � � � �� � � � �&&� � &� $ "� � 
 
 � &� � 
 � � � ! � � � � � 
 � $ � � � 
 � � � � 
 $ � � &�
 � � � � 
 � / 
 � ( 
 
 � � 
 � � ! 
 � � � � � � � � 
 � ( � � �� � � 
 � 
 � � �
� � � � 
 � � � � ! � � 
 � � 2� $ 
 
 � � � 
 � � � �� � �� � � � � � � � � � � � 2� �� � 
 � � � ( 
 
 � � � � � � 
 
 � � � � � ( � �� � � ! 
 � &� � � � � � � � &� � 
 "� ; �� 
 �� � � 
 
 �
� 
 � / �� 
 � � 
 � � � � 2� � � � 
 � )�� � � � � � � � 
 � � 
 ! � � 
 � � � 
 � � � � � �� � $ 
 � #� 
 � � � $ � � � � � � � �� � � � &�
 � � � � � � � � 
 � � � � �! 
 � � � 
 
 �� �
� ' 
 � ! �� � � � � � � � ' ' � � � � � � � � � � � � � � � � ! � � � � � ( � � �� 
 � � K� � �� �� � &� � 
 � / �� 
 � "�

" � 1 � 	 � ' � �) � 
 � � � � � � � 	 � � ' � � � � ! � � � 
 � � � � 
 � � � � � � 
 � � 	 	 � � � 
 � � � ) � � � � � � � � � � � � � 	 � � � �  ( 	 � � � � ) � � � � � � �
� � � � � � � � � � 
 � � 	 � � � � � 
 � � ) � � � � 
 � � �
�
. � � 	 � � ( � � 
 � 	 � � � � � � � � � � � � � � � � 	 � � � � 
  � � � � ) � 	 � � � � � � � � � � � � � � � � � � � �  � � � � � � ' � "� � � � 
 
 � &� � 
 � � � ! � � � � )� � � �
4 � &�)� <� )� � � � 
 
 � � 
 � 
 
 � � � � � 
 � � � � � 7� � 
 � � 
 � $ � � 
 � � � �� � � 
 
 � � � � � 
 � � � � � � 
 � � � 
 � ' � �� 
 � � )
 &&� ( � � � "� � ' 
 � � � 
 � � 2� )� � � 
 � �
� 
 � � � � 
 
 � * +� � / 
 � � � 
 � � )� � "� � ' 
 � � � 
 � � �CG�� � � 
 � � � D"� . � � � � &&� 2� 
 � � � 
 � ' � �� 
 � � �� � � 
 
 � � 
 � �� � � )
 &&� ( � � � "� � ' 
 � � � 
 � � 2�
� ( � / 
 � � 
 
 � * + � � / 
 � � � 
 � ! 
 � � 
 � � 
 � � )� � "� � ' 
 � � � 
 � � "� � 
 
 � � / 
 � � � 
 � 
 � � � 
 � ' � �� 
 � �� � � 
 
 � � � � � 
 � � � � � � �� � � � �&&� � � � 
 � � � �
' 
 � � � 
 � � � � ( � / 
 � � 
 
 � � � � �� � � &� � / 
 � � � 
 "�

�
- � �� 
 � � 
 � / 
 � )� &&
 � � � � � � � � � � � � 
 � � )� � 
 
 � � � � � 
 � � � � � 2� $ �� 
 � � 
 
 � $ 
 � � 
 � � � ' � � � � � � )� � 
 
 � � 
 � �� � � 
 <' 
 � �
 � � �� � � � 
 
 �
� � 
 � � 
 � � � ! � � ' � �� � ' � �� 
 � "� � � � � � � � ! � ; 
 � � � � � � � 
 <� ( � � #
 ! � � 
 � �� � � &� � � ! � � � � �� � � &� � � 
 � ! � � ( � � � 
 � � � ! �� � � � � � &&�

 � � � 
 � ' � �� 
 � �� � � 
 � � 
 � �CG�� � � 
 � � � D"�
�
1� � �� � � &� � 
 � � � � 
 ' � � � � � ? 	 � � 	 �� 
 � � ! � � &&�� � C� � � � . � 9 � � � 
 &� � 4 � � � 
 ( � �&! 
 � � � � � � ' � 
 � � � 	 
 ' � � � D� � 
 � $ � � � 
 � � � � 
 
 � 
 �
� � 
 � &�� �� 
 ! � � � � ( 
 � � � � )� ( � � 
 � � � �� � � 
 
 � � 
 � �� � � ( 
 � � � � 
 � � )� � � &� $ � � � � )�! 
 � � 
 "� � � � 
 
 � � 
 ' � � � � � 
 � $ � � � 
 � � � �� � 	 � � � 	
� � � 
 	 � � � � � � � � � 	 � � ��	 � � 
 	 � � � 	 � 	 � � 	 � � � 	 � � � 
 	 � � ��	 �� 	 � � �� � 	 � � � �� � � � 	 �� 	 
 � � 	 � � � �� � 	 � � � � 	 
 � � 	 � � � 
 	 � 	 � � � 
 � � E"�0� � ! �

                                                 
� � � 4 � &�)� <� ! � � � � �� � ( � � 
 ! � � � � � 
 
 � H� � � � ! � � ! � � � � � �� � �� � &� 	 
 � �� � E� � 
 � � � � ' 
 � � � � ! � � � � � � � � � � � 
 � � � � � � � &� � � � 
 ! � H, � / 
 � � � 
 � � � = ))�� 
 � 	 
 � �� � E�
C, = 	 D� � 
 � � � � ' 
 � � � � ! � � � � � � � 
 � �� � &� ! 
 � � ' � � � � � � )� � 
 
 � � � � � � � )� � � � &� � ! "�
� � � � ? 	 � � 	 �� 
 � � ! � � &&�� �C� � � � D� 
 � � � � 	  � � 
 � �! 	 " � � � � #� ��� � � � 	 
 � � � � � � 
 	$ � � � � 
 2� . � � � � � � � � � � "� �



 14

/ � &� 
 � � 
 � / 
 � ! 
 � &�� 
 ! � ( � � � � � 
 � � 
 � � � � 
 
 � � B� ' 
 � � � 
 � � � � 
 � 
 � � &� � � 
 � � �� � 
 ! � �� � � � � � / �&&� � � 
 ' � � � "� ? 
 � � � � 
 � � )�&� $ �
� 
 � � �� 
 � � 2� � � � � � � � � � �� � � � � � �/ �� �
 � � 
 � / 
 � ( 
 
 � � &� � � 
 &� � � � � ' 
 � ! 
 ! 2� $ 
 �� 
 � �� � 
 � / �� � � � � � �� � �)�� � � � � �� ' � � � � � � �

 � ' &� � � 
 � � � $ �� 
 �� � � 
 
 � � 
 � � � � "� � 
 � � 2� ��� 	 � %� 	 ! � � � � 	 
 �� � 	 �� 	 
 � � 	 � � � &� 
 	 
 � � � � 	 � � � � � � ' 	 
 � � � � 	 ( ���	 � � 	 �� � � � � 	#� 	
� 	 ( � � &� � � � � 	 
 � 	 � � � � �� � 	 � � ( 	 � � � � �� � 	 � � 	 
 � �� 	 ( ���	 � � � � 	 � �� � �� � 
 � � )"� �

-8

-6

-4

-2

0

2

4

6

8

10

-8

-6

-4

-2

0

2

4

6

8

10

2000Q2 2002Q2 2004Q2 2006Q2 2008Q2

Source: HBOS 2008

%
 c

h
a

n
g

e
 o

n
 s

a
m

e
 p

e
rio

d
 a

 y
e

a
r a

g
o

Figure 21: Housing market correction is under way ...
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Figure 25: Over the next 12 months do you expect the
business climate in which your business operates to ...?

Source: RDA NBS 2008
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