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BUSINESS LEADERS SUMMIT

INTRODUCTION TO THE 
BUSINESS LEADERS 
SUMMITClare Francis 

Managing Director, Head of 
Global Corporates, Lloyds Bank 
Commercial Banking 

The UK was the fastest growing economy 
in the G7 in 2014 and that provided a 
great backdrop to our third Business Lead-
ers Summit on February 5th. 

With 180 business leaders in attendance 
and a fantastic list of speakers and panellists, 
the event was a great opportunity to explore 
how we can shape the future for big British 
business. The Business Leaders Summit has 
always been about listening to and under-
standing the concerns of business. This has 
been central to Lloyds Bank’s identity since it 
was founded 250 years ago. That is why the 
2015 Summit was jointly partnered with UKTI 
as we team up to support the aligned growth 
of British Business globally.

At our first Summit in October 2012 you were 
worried about unintended consequences 
of financial reform, so it was a sign of how 
things have moved forward that many leading 
industry regulators were at this year’s event. 
Our second Summit in November 2013 also 
turned out to be prescient in focusing on your 
concerns related to capital, liquidity and risk. 

Your views of 2013 have since been con-
firmed, with capital plentiful, liquidity abun-
dant and risk concerns unprecedented. This 
year I had the pleasure of opening the Summit 
by sharing the results of the first Lloyds Bank 
Business Leaders Survey. It showed that you 
have great awareness of the volatile economic 
environment but remain generally optimistic 
about the outlook for your own business. 
The survey gave all of us present – from the 
corporate sector, banking industry and politics 
– a wonderful foundation for the discussions 

that followed. If you were not in attendance, 
you should know that the respondents run 
companies that employ more than three mil-
lion people globally, are worth an aggregate 
of £260bn in market capitalisation and make 
a combined £500bn in revenue. 
 
People are your top priority
Our survey found your biggest strategic prior-
ity is hiring, developing and retaining talent, 
which was cited by exactly half of respond-
ents. In other words, people are your biggest 
priority. This message was reinforced during 
the day by the strong emphasis our speakers 
put on education and skills. All of this will be 
vital in facing up to challenges in areas such as 
digital, big data, new consumer trends, client 
culture and changing demographics. Fresh 
buzzwords such as agility, adaptability and 
adjustability have emerged and encapsulate 
the approach you think is required to achieve 
growth. 

Innovating faster and doing so effectively was 
your second most important strategic priority, 
with changing your corporate culture or 
organisational structure third.  You called out 
that a growth culture needs to be more agile 
than the economic chapter we are just leaving 
behind. Resilience to risk and changing capital 
structures were also on your agenda, as was 
growing your customer base and the technol-
ogy needed to support that.

Many of you believe we are on the cusp of 
a technological revolution. New products 
and services came top in terms of what you 
consider your biggest business opportunities. 
It was no surprise to see improved cost struc-
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tures close behind. Indeed in the month since 
the survey closed, companies such as BG, 
BP, Total and Shell have already had to show 
flexibility in this area. Developing agility was 
prominent again, ranking third.
  
Recognising today’s risks
You all know it is vital to consider factors that 
could disrupt your current business model 
and that is something Lloyds Bank also pays 
great attention to. We live in very uncertain 
times; slow or volatile economic growth 
topped your list of business risks (42%), 
closely followed by geo-political concerns  
 
 

(37%).  We are currently living in some of the 
most unstable geo-political times and many 
of you are concerned about what this means 
both personally and professionally.

Regulation remains a significant issue, men-
tioned by 27% of you. Technological change 
featured as both an opportunity and a risk but 
we have an opportunity in the next 18 months 
to two years to turn London into a digital 
powerhouse.  Big Data did not make it onto 
this year's risks, but I predict it will be there in 
2016.  Cybercrime was named by 6% of you, 
which was less than we expected and we 

CONTINUES ON PAGE 6 

95%
of Lloyds Bank Business Leaders Summit Survey 
respondents believe the UK is important for their 

company's performance.
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feel that concern will only grow in the next 12 
months.

Asked about the biggest financial risks to your 
performance, no less than three-quarters of 
you named macro-economic uncertainty. The 
UK was seen as trailing only Russia and the 
Middle East in terms of political uncertainty, 
something the Summit debates helped illu-
minate in the context of the coming election. 
Issues related to regulation were another risk – 
and you placed the UK second in this uncer-
tainty globally after only Africa. A quarter men-
tioned pensions, a lower proportion than we 
had expected with boardrooms having to deal 
with auto-enrolment, closure of defined benefit 
schemes and the move to defined contribution 
schemes. Liquidity – the lifeblood of business – 
is abundant and was not high on your list of con-
cerns. But my Lloyds Bank colleagues reminded 
us that a sensible liquidity buffer remains vital in 
a world where 'black swans' are more common 
than previously thought.

The path to prosperity
Three-quarters of you are concerned about 
the macro-economic climate. Also, 95% of you 
said the UK is very or fairly important to your 
company's performance. Interestingly, Europe 
and the US came in equal, with 70% saying 
those regions were important to their compa-
ny’s performance.  This move to have a greater 
focus on the US is in our view the result of 
prosperity across Mid Market US. Despite Chi-
na’s weakest rate of growth in  25 years, Asia 
still came fourth with exactly half of you saying 
it was important to the performance of your 
business. Your belief in the UK was evident in 
the fact that 96% think the UK will equal or 
outperform the global economy in 2015. That 
was backed up by 44% expecting investment 
into the UK to increase and only 5% expecting 
investment to decrease.  You also called out for 
other investment focuses such as investing in 
telecommunication links, supporting tech-
nology growth and supporting transport links 
alongside housing and infrastructure.

In considering how to help Britain prosper 
globally, there were three key messages from 
the survey:  

• Investment in the UK is vital and we need 
new ways to attract it

• Competitiveness is crucial – and not only 
in the UK but globally

• Accelerating export growth is essential

We were proud to announce a new partner-
ship with UKTI that will support the goal of 
increasing exports and we were delighted 
that Dominic Jermey, Chief Executive of UKTI, 
spoke about that agreement. Dominic and 
Hugo Swire, Minister of State at the Foreign 
and Commonwealth Office, both gave their 
thoughts on how government can help attract 
more investment.  Hitting the government’s 
target for UK exports to reach £1 trillion by 
2020 will be challenging but 46% of you felt 
exports will increase in the next year and 
only 9% said they would decrease. We are all 
constantly thinking about what we need to do 
to facilitate that growth and you will find more 
on that topic from our speakers and panellists 
within this document.
 
Facing the future
We believe the third Summit was a great 
success and hope you will find the content 
of this White Paper of great use in guiding 
your decision-making in 2015. The Summit 
reminded us that while macro-economic 
uncertainty is not going away, the global 
economy continues to expand rapidly and 
offer new opportunities. It highlighted how 
improved digital literacy among both workers 
and consumers is needed to raise productivity 
and lift growth – and that cyber risks require 
increasing vigilance. And it hammered home 
the reasons why a broad spectrum of British 
business wants more investment in physi-
cal and digital infrastructure.  Above all the 
Business Leaders Summit showed that in an 
uncertain world, risks abound but so do op-
portunities. We hope you will agree that it has 
provided the perfect platform for businesses, 
banks and policy-makers to focus together on 
helping Britain prosper globally.

The Business Leaders 
Summit showed that 
in an uncertain world, 
opportunities abound 
as well as risks. 

Clare Francis 
Managing Director, Head of 
Global Corporates, Lloyds Bank 
Commercial Banking 



76

BUSINESS LEADERS SUMMIT

Featuring:

When Dr Gerard Lyons spoke at the Lloyds 
Bank Business Leaders Summit in 2013, the 
combined value of the global economy was 
$72 trillion. By the end of this year, that figure 
will grow to $82 trillion, according to the Inter-
national Monetary Fund. The Chief Economic 
Advisor to the Mayor of London concedes that 
some of that growth is a consequence of infla-
tion. But this does nothing to dampen his spirits. 
“The global cake is getting bigger… Over the next 
20 years, the global economy is going to have 
one of its better periods of growth ever.” 

How that cake is split up is a concern for Dr Ly-
ons. Inequality is likely to have consequences on 
regulation and tax policy in the medium-term, 
so business will want to influence the debate 
on the issue. It is not the only risk UK corporates 
should have on their radar. Dr Lyons says a 
so-called status quo bias is apparent among 
business leaders. “Before the crisis the tendency 
was for the status quo to be really upbeat. Now, 
[that dynamic] has reversed.” That inhibition 
manifests itself in low capital expenditure, and 
partly explains high cash levels among cor-
porates. Nonetheless, business confidence is 
improving in the UK and US. Dr Lyons says fiscal 
policy has not aided growth and thus monetary 
policy became an “unlimited” shock absorber 
for global growth. Counter-intuitively deflation, 
rather than inflation, is the immediate threat to 
consumption in this unlimited easy monetary 
policy environment.  It is not clear what shape 
the "exit strategy" will take in 2015. "If the dollar 
continues to strengthen that takes pressure off 
the Federal Reserve," says Dr Lyons. The Federal 
Reserve is expected to raise rates, but this may 
not be necessary in a strong dollar environment. 
As the Fed moves, so does the Bank of England. 

Therefore, chances of a domestic rate rise may 
be even less likely than consensus expectations. 

Europe is a "nightmare" with entrenched issues 
surrounding its currency, debt and the banking 
system.  And then there's Greece, where a newly 
formed government may upend the country's 
austerity agreement with the Troika. Can the 
rest of Europe withstand this risk? Dr Lyons 
acknowledges the support  of the European 
Central Bank, and that Greece makes up just 2% 
of the Euro area economy. However, "A bath 
plug is only 2% of the surface area of a bath. 
Pull out the plug and you make a big impact on 
the bath." 

According to the IMF’s April 2014 World Eco-
nomic Outlook, the emerging market’s share 
of global GDP hit 50.4% in 2013. This is up from 
31% in 1980. Britain exports to emerging mar-
kets a lot, and Dr Lyons believes we need to do 
even more. Britain's next major domestic issue is 
productivity. UK productivity is low due to many 
factors, including low skills and a lack of prior 
investment. "The good news is that recovery is 
under way – due in part to growth in the digital 
sector – that will lead to improvements in wag-
es," says Dr Lyons. The UK suffers twin deficits, 
which could weigh on the stability of sterling 
over the longer term.  Fiscal policy can play an 
important role in helping achieve a sustained 
economic recovery. That said, there is a major 
housing and transport infrastructure need.  Dr 
Lyons says that if the world economy continues 
to grow at current rate of 3.5%, in real terms, it 
will double in size in the next 20 years. "Despite 
the near-term uncertainty there are lots of reasons 
to be positive about how Britain can position itself 
in the global economy."

MACRO-ECONOMIC 
OUTLOOK FOR THE UK IN A 
GLOBAL CONTEXT

Dr Gerard Lyons 
Chief Economic Advisor to the 
Mayor of London 

The good news is that 
recovery is under way – 
due in part to growth in 
the digital sector – that 
will lead to improve-
ments in wages.

Dr Gerard Lyons 
Chief Economic Advisor to the 
Mayor of London 
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Featuring:

The quotes have been edited for length, 
while the meaning has been kept intact. 
 
Our first panel discussion focused on 
how businesses can overcome ongoing 
economic uncertainty. Naga Munchetty 
chaired the debate and the panellists 
were: Lord Adonis, Shadow Infrastruc-
ture Minister; Lord Blackwell, Chairman, 
Lloyds Banking Group; Josh Bayliss, CEO, 
Virgin Group; and Tony Durrant, CEO, 
Premier Oil.
 
Naga Munchetty: Macro-economic uncer-
tainty is seen as the biggest challenge. How 
should business respond?

Josh Bayliss: If you look at where we were in 
2008 and 2009, a lot of businesses stepped 
to the side. As the global economy expand-
ed through the period from 2010 to 2014 
a lot of businesses missed out. At Virgin 
we’ve been in business for 50 years, and my 
message is "stick at it." You need to invest 
through the cycle; if you do, you build a 
business for long-term success.  

Lord Blackwell: There was a time when 
liquidity had almost gone off the agenda. It 
was quite a shock to discover that actually 
financial markets can close and liquidity is 
important. One thing the financial sector has 
taken out of this is the importance of stress 
testing. Those lessons can be applied across 
all sectors. Sticking with customer relation-
ships through the cycle is also important. 
The relationships one builds and stands by 
in the dark winters are the ones that build 
very strong business ties going forward.  

Tony Durrant: There are a few basic rules of 
corporate finance that come to mind. Some-
times we’ll forget those in the heat of battle, 
but match long term assets with long term 
liabilities, don’t take on risk projects with 
debt, take them on with equity or cash flow. 

Naga: Have you found businesses are more 
cautious now? 

Lord Blackwell: The idea of no boom and 
bust is gone. Given the level of geopolitical 
uncertainty and economic uncertainty 
around the world, you have to make sure 
you have a business strategy and a financial 
underpinning that can withstand the shocks. 
That doesn’t mean you’re not driving for-
ward, it just means doing it from a solid base.  

Tony: Everyone thinks their sector is unique 
but they probably haven’t had a 50 per cent 
drop in cash flows and revenues in the last 
six months! I promised to give my oil price 
prediction, so I’ll say $75 a barrel by this time 
next year. In my career there have been 
three other oil price crises in 1986, 1998 
and 2008/09.  All had very different causes 
but the pattern has been similar in all three: 
about nine months from peak to trough and 
then 12 months to return to stability; about 
a 50% drop from peak to trough, then a 
recovery of half the drop. 

Lord Adonis: As a party we’ve said we want 
broad stability going forward. In the debate 
on tax and spend policy, we’re keeping in 
line with current policies. We need signif-
icantly greater infrastructure investment. 

PANEL – STRATEGIC 
PRIORITIES FOR UK 
CORPORATES TODAY

Rt Hon the Lord Adonis 
Shadow Infrastructure Minister 

Lord Blackwell 
Chairman  
Lloyds Banking Group  

Josh Bayliss 
CEO 
Virgin Group 

Tony Durrant 
CEO 
Premier Oil
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A lot of the proposals we’ve got are now 
essentially shared between the parties: HS2; 
Crossrail; and there’s a general consensus 
that we need to double the rate of home 
building. The question is how we do it. 
 
Josh: The pace and nature of deficit reduc-
tion is a hugely important difference be-
tween the parties when it comes to putting 
the UK in a position for long-term growth. 
We have a number of businesses in the UK 
that rely on infrastructure. Decisions need 
to be made for the long-term; we need to be 
taking those 20 to 50-year views of how the 
UK will be competitive.  

Naga: How can policymakers improve the 
UK’s relative competitiveness?

Lord Adonis: When talking to business 
leaders, one thing that comes through really 
powerfully is massive skills deficits, and 
in particular technician-level skills. We’ve 
been improving the quality of education but 
we still don’t have a really robust appren-
ticeship route. The second issue is getting 
much higher infrastructure investment. The 
third is sorting out this housing crisis and in 
my view housing now needs to be seen as 
part of the national infrastructure. 

Josh: I think that government departments 
need to think in a business-like way. If you’re 
always putting Band-Aids on solutions 
rather than stepping back from the problem 
as a business would and thinking about how 
you  are going to build towards profitability, 
I think that’s the sort of cultural change that 
should happen within government depart-
ments. 
 
Naga: What about regulation or red tape as 
a risk to business performance?
 
Tony: The oil industry would be the first to 
support a full set of regulations in health 
and safety and the environment. What’s 
critical for the oil industry and the UK North 
Sea is fiscal stability and fiscal consistency. 

Lord Adonis: I do like what the coalition has 
done in terms of two out, one in as a rule 
of thumb for new regulations. In the fiscal 

realm, our broad tax regime hasn’t been 
subject to excessive chopping and chang-
ing. It’s a great deal simpler than the US.

Naga: Are you surprised that cybercrime is 
fairly low among business leaders’ con-
cerns?

Lord Blackwell: Yes, I am. If people want 
to bring down a country it’s a lot easier 
nowadays with a few hackers attacking the 
infrastructure than traditional terrorism. I 
think the resilience of IT infrastructure will 
be as important as coal supplies were 50 
years ago.  

Naga: Finally, in one year what might busi-
nesses look back on and kick themselves for 
missing?

Tony: Speaking specifically about the North 
Sea, there’s a crisis at the moment. There’s 
a lot of cost reduction, a lot of deferral of 
expenditure and we need some stability 
of investment. We need help from govern-
ment policy to support that.

Lord Adonis: The single biggest policy threat 
in the next three years is spending those 
years debating our membership of the Euro-
pean Union and hurtling towards a referen-
dum with a massively uncertain outcome. 

Lord Blackwell: We all have to be very 
conscious of the potential speed of digital 
change. The rate at which mobile banking 
has taken off over the last year is phenom-
enal. If there are any regrets, then it may be 
people who underestimate the speed and 
impact that will have and get left behind.  

Josh: There’s been no significant delever-
aging through the growth cycle of the past 
few years. With QE and then interest rates 
affecting global currencies, relative FX rates 
between countries and the ability to create 
competitiveness through that kind of com-
petition will create a very interesting and 
potentially quite volatile stage for business.  

The relationships one 
builds and stands by 
in the dark winters are 
the ones that build very 
strong business ties 
going forward.  

Lord Blackwell 
Chairman  
Lloyds Banking Group  



10

10

BUSINESS LEADERS SUMMIT

Featuring:

Kenneth Clarke has had one of the most 
varied careers in politics – elected an MP 
in 1970, appointed Home Secretary in 
1992, then Chancellor in 1993 and Lord 
Chancellor and Secretary of State for Jus-
tice in 2010. He has held many non-exec-
utive directorships in the corporate world.

Now a self-confessed “elder statesman,” Mr 
Clarke drew on all his experience to give his 
views on fiscal policy, education, immigra-
tion, Europe and more – for a flavour of how 
well it was received, see our video. The UK 
is “doing very well” compared to Europe, 
he said, but “we still have a trade deficit 
and a current account deficit, so we have a 
long way to go before we have a competi-
tive economy.” Furthermore, the potential 
for international shocks is probably at its 
highest level for years at a time when we are 
especially vulnerable to shocks, he warned. 

Growth and fiscal focus
Like a number of speakers, he emphasised 
that Britain needs not only growth but 
to prove it can thrive in an increasingly 
competitive global economy. “Our ambition 
must be to remain in the forefront of an 
economy that’s going to be much more high 
technology, much more liberal I trust, with 
whole new markets and new competitors,” 
Mr Clarke said. He warned that fiscal policy – 
with a deficit of around 5 per cent of GDP in 
a period of growth – is “unsustainable” and 
would have been viewed as “catastrophic” 
20 years ago. “Monetary policy must be 
responsive, maintaining proper levels of 
inflation,” Mr Clarke added.

Schools, skills and the skies
The UK education system is “far, far short 
of what is required” in the modern world, 
Mr Clarke said. “You can’t have the kind 

of economy you want until our education 
system attains the standards of the best of 
our Asian competitors,” he said. The former 
Chancellor and Home Secretary, who has 
been an MP since 1970, said skills shortag-
es have constrained the UK economy for 
decades and continue to do so.

The issue of an immigration cap is linked to 
this. “I agree with those who said we mustn’t 
have an immigration policy that stops 
us filling those gaps by getting in young, 
talented people from overseas,” he said. Mr 
Clarke also bemoaned a lack of infrastruc-
ture spending, saying it was “an absolute 
disgrace” that no decision has been taken 
on expanding aviation capacity. “Forty 
years ago I was voting on a new airport in 
the Thames Estuary that we got all the way 
through Parliament after years of exhaust-
ing debate before it was promptly cancelled 
by the next government that came into 
office,” he said. "The same silly debate is 
going on now.”

Reform versus referendum
Mr Clarke suggested that “an urgent 
game plan for a Grexit” was needed. He 
questioned whether Greece and Portugal 
should ever have been allowed to join the 
euro. But he added: “I still think an open 
market, which is the great advantage of the 
European system, works best if you have a 
single means of exchange.” He decried the 
way the Maastricht criteria – drawn up as a 
requirement for membership of the euro – 
were broken by Germany and others without 
penalty.  He defended the single market 
and said debate about the UK’s place in the 
European Union should focus on achieving 
reforms, not on a referendum about leaving.

PRIORITIES FOR PROSPERITY 
ACROSS THE UK

Rt Hon Kenneth Clarke CH QC MP 

Monetary policy must 
be responsive, main-
taining proper levels of 
inflation.

Rt Hon Kenneth Clarke CH QC 
MP
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Since being appointed Minister of State 
at the Foreign & Commonwealth Office 
in 2012, Hugo Swire MP has visited many 
emerging economies to “bang the drum 
for British business”.  

He told the Summit he understood that in the 
past the private sector reaction to government 
offers of help had often been for “the room 
to empty pretty quick”. But Mr Swire said 
nowadays “even rarefied diplomats in the 
FCO” have a role to play in helping the UK in 
its efforts to double exports to £1 trillion and 
raise FDI into the UK to £1.5 trillion by 2020. 
He said the Government’s GREAT campaign 
to promote the UK internationally had already 
delivered returns to the UK of more than £1bn.

Mr Swire raised a laugh with memories of his 
own work on the ground to forge new links in 
far-flung destinations. “I’ve travelled in tuk-tuks 
in Cambodia as part of the GREAT campaign, 
I’ve visited berry fields in Guatemala and I’ve 
even shorn a Bactrian camel in the Gobi De-
sert,” he said.  “All in the name of British busi-
ness, if at times at some cost to my personal 
dignity.” In January 2015 Mr Swire opened a 
new Consulate in Wuhan, which is forecast to 
be China’s third largest city economy by 2025. 
Hailing their “staggering” ambition, Mr Swire 
recalled being told on arrival that it had 10,000 
building sites under construction and a new 
tube line due every year for the next five.

Mr Swire said the Government is focused on 
three ways to help British business: 

• Firstly, creating the right conditions 
for UK companies to succeed through 
macro-economic policy. This includes 
reducing the deficit, seeking a more 
business-friendly EU and supporting free 
trade deals such as the proposed Transat-

lantic Trade and Investment Partnership 
(TTIP) between the EU and the US.

• Secondly, using specific policy tools and 
institutional changes to provide the best 
possible support to business. Examples 
include: every mid-sized business being 
offered intensive support to enter new 
markets (with 2,000 already signed up); 
UK Export Finance’s new Direct Lending 
Facility, working with financial institutions 
including Lloyds Bank; and the FCO itself 
employing more staff in emerging econ-
omies, increasing commercial training 
and raising its numbers of Mandarin and 
Arabic speakers.

• Thirdly, Mr Swire cited leadership. He said 
the Prime Minister had spearheaded the 
Government’s “economic drive” and led 
the 2013 business delegations to India 
and China, which were the largest ever 
to leave these shores. Ministerial visits to 
Brazil have also increased significantly.

Government must repeatedly send out the 
message “that in an uncertain and unstable 
world, Britain is competent, confident and 
open for business,” said Mr Swire. He said 
Europe’s economic problems meant the UK 
has faced “a vigorous export headwind” but 
said exports to China have almost doubled 
since 2010. In 2014 UKTI attracted overseas 
investment commitments worth nearly £24bn, 
including £1bn from China into the Royal 
Albert Docks and £644m into London Array, 
the world’s largest offshore wind farm, from 
a Canadian pension fund. Mr Swire said the 
pace of change in the world offers opportuni-
ties, especially as many emerging economies 
“need exactly the high-end goods and services 
the UK offers.” He said these include hi-tech, 
law, finance, accountancy, creative industries 
and luxury goods, all things “we do exception-
ally well”. 

GOVERNMENT – HELPING 
BRITAIN PROSPER GLOBALLY

Rt Hon Hugo Swire MP  
Minister of State at the Foreign
and Commonwealth Office



12

12

BUSINESS LEADERS SUMMIT

Business Leaders Summit Snapshot. The third annual Lloyds Bank Business 
Leaders Summit brought together incisive and experienced thought leaders 
from across the business world, politics and finance. 

1

2

1  Dominic Jermey OBE and 
John Cridland CBE debate 
the role of government in the 
economy.  
"For all of us it is good to be op-
erating internationally. To make 
that leap, you have to de-risk [that 
proposition]." The Chief Executive 
of UKTI explains the valuable role 
of government in export markets. 

2  Clare Francis on UK growth.  
"Three quarters of you are very 
concerned about the macro-eco-
nomic climate" – the Head of 
Global Corporates summarised 
key points from the Business 
Leaders Survey.

3  António Horta-Osório and 
Rt Hon Kenneth Clarke CH 
QC MP. 
Back-to-back addresses on 
UK economic prosperity from 
the ebullient MP and our Chief 
Executive brought the Business 
Leaders Summit to a fitting 
conclusion. 

3

4
4  Lord Blackwell on the long 
shadow of the 2008 Financial 
Crisis.   
"Prudence and resilience" – the 
words the Lloyds Bank Chair-
man uses to sum up the lessons 
learned from the financial crisis. 
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The Business Leaders 
Summit has grown in 
scale and substance 
each year. 

Naga Munchetty
Journalist and BBC News Presenter
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Featuring:

The quotes have been edited for length, while 
the meaning has been kept intact. 
 
Our second panel discussion focused 
on what needs to be done to put Brit-
ain on course for sustainable growth. 
Naga Munchetty chaired the debate 
and the panellists were: Kamal Ahmed, 
BBC Business Editor; John Cridland CBE, 
Director-General of the CBI; Ronan Dunne, 
CEO of Telefónica UK; Dominic Jermey 
OBE, Chief Executive, UKTI; and Sir George 
Iacobescu, CEO and Chairman, Canary 
Wharf Group.

Naga Munchetty: In terms of strategic prior-
ities and opportunities, what should compa-
nies be looking to do?

Kamal Ahmed: Underpinning everything is the 
issue of skills and how our education system 
helps businesses flourish. If you’re looking at 
new products, it’s not just about gaining ad-
vantage from young people coming into your 
business but also about understanding what 
the next generation wants from their world.
 
John Cridland: Business sees young people 
who I think have been failed by the British 
education system, and need somebody to 
help them through apprenticeships and other 
forms of support. We’ll do that and go on 
doing it with enthusiasm. But the future of 
our economy in a globally competitive world 
needs a massive investment of time and effort 
to sort our schools system because it’s broken.

Ronan Dunne: Parents have analogue 
ambitions for their children. Those jobs won’t 

exist when those children come through the 
education system. The private sector also has 
to do a lot, building apprenticeships and other 
schemes to deliver the right skills. Digital 
literacy in young people not in employment, 
education or training is higher than the aver-
age digital literacy of people in employment 
in the UK. 

Dominic Jermey: The UK purchases about 23 
per cent of retail goods online – the highest 
penetration of any European or North Ameri-
can market. There’s an enormous opportunity 
with businesses e-exporting. One of the things 
UKTI tries to do is negotiate preferential ac-
cess for UK businesses onto great platforms, 
like Alibaba or Tmall in China or MercadoLibre 
in Latin America.

Sir George Iacobescu: Going back to educa-
tion, the problem we should all face is lack of 
productivity. UK productivity today is 24 per 
cent less than France and Germany, 29 per 
cent less than the US. I don’t assume that’s 
because people are lazy, it’s because they’re 
not prepared to do the jobs they’re doing.

John: We do know that we have lots of mem-
bers of our society who are disillusioned with 
establishment politics and if you look at who 
those people are, they are either unemployed, 
or in multigenerational homes of unemploy-
ment, or more seriously, in jobs with very little 
hope, jobs on the minimum wage or close to 
the minimum wage. 

Sir George: I think a lot of it has to do with 
small and medium enterprises. For example, 
all the tunnelling for Crossrail – one of UK 
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industry’s greatest successes – is done with 
machines made in a German village of 6,000 
people. The question is how do you create 
the enterprise zone, how do you give the tax 
benefits to grow SMEs because I don’t think 
the UK has a healthy venture capital market 
for normal industry. 

Kamal: In the UK a lot of SMEs’ horizons 
are about next month’s cash flow and next 
month’s balance sheet and they’re risk averse. 
We’re still far too reliant on direct bank fund-
ing rather than capital markets funding, not 
only in the UK but across Europe. 
 
Ronan: Two-thirds of SMEs don’t have any 
e-commerce capability. The Tech Partnership 
has looked into how we can marry up young 
people who aren’t in full employment with 
small businesses to enhance their basic IT and 
tech capabilities.

Dominic: We support about 50,000 compa-
nies exporting every year and over 95 per cent 
are SMEs. I don’t see the SME community as 
passive. We’ve seen SMEs succeed in China 
because they’re going in a consortium with a 
lead UK healthcare provider, for example. 

John: I think we push birds out of the nest far 
too early in this country. We nurture small 
businesses and as soon as they get to any 
scale, we say you’re on your own. Then we’re 
surprised when not enough fly. 

Naga: Are the cogs in place for companies to 
feel supported and confident?

Kamal: I think that the scars of 2008 and 2009 
are felt very deeply by lots of corporations. I 
think things like political volatility, the prob-
lems in the Euro zone, I think business leaders 
are broadly pretty cautious still.

Sir George: The UK is doing pretty well. It has 
the largest amount of European investment 
for the last 11 years and a lot of jobs are 
created by FDI. But housing is the Achilles’ 
heel. The cost of housing for anybody setting 
up business here is enormous and the rental 
market has to develop. Also transport. The Ju-
bilee Line took 25 years to run the way it was 

designed. Crossrail started with Brunel and 
will open in 2018. A new runway at Heathrow 
or Gatwick is going to be operational in 2028. 

Dominic: This government has a phenomenal 
plan for nearly £200bn of investment over 
the next 15 to 20 years into transport infra-
structure, our utilities etc.  One of the ways 
that that’s been financed is through foreign 
capital.
 
Ronan: At the risk of being slightly contro-
versial, there’s £200bn to be invested in 
infrastructure and not a penny from the state 
being invested in mobile broadband. We start-
ed two years after Germany and we’re already 
past Germany in the coverage we have, all 
done by the private sector with at best no help 
and I’d argue some significant barriers put in 
our way. 

Naga: I was going to ask what would be a 
game-changer in 2015. I presume that’s your 
answer?

Ronan: Let’s have a holistic infrastructure 
strategy that puts digital at the heart of 
everything. 

Naga: I’ll ask all of you for a game-changer for 
2015. . .

Kamal: For government to step out when 
it doesn’t need to intervene. I also think 
whoever wins the election needs to give the 
go-ahead to a runway at Gatwick or Heathrow. 

Sir George: I think the biggest problem for 
2015 is going to be disruptive technologies 
and cyber issues. . . this is the biggest danger 
to the economy.

John: I would have mentioned aviation but as 
Kamal did, I’ll say whoever’s in power should 
scrap the daft immigration target so British 
business can get the talent it needs to be able 
to export in international markets.

Dominic: A concerted effort that talks about 
how we can make exporting easier, interna-
tionalising easier, investing in the UK easier. . . 
I think that could be transformational. 

One of the things UKTI 
tries to do is negotiate 
preferential access for 
UK businesses onto 
great platforms.

Dominic Jermey OBE 
Chief Executive, UKTI 
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BUSINESS LEADERS SUMMIT

Featuring:

James Garvey, Nick Burge and Richard Moore, 
the respective heads of Capital Markets, Stra-
tegic Liquidity and Financial Markets for Lloyds 
Bank Commercial Banking, presented thoughts 
for market developments in the year ahead, and 
the necessary strategic response. The presenta-
tion was a compelling and progressive argument 
as to why corporates need to remain vigilant 
despite the glut of liquidity in the marketplace. 

Beware over-optimism
The speakers reflected on the previous Business 
Leaders Summit in 2013, when the availability 
of financing was at record levels, and noted 
that since then the supply had improved again. 
When the Federal Reserve closed its quantita-
tive easing (QE) bond buying programme on 
29 October 2014, it had provided the equiva-
lent of 27% of US GDP in liquidity to financial 
markets. The European Central Bank has this 
year embraced QE to support its own compre-
hensive asset repurchase programmes. These 
new huge market participants are crowding out 
the conventional holders of bonds. Investors 
are now scrambling for assets in their hunt for 
yield, which is a boon to corporate issuers. Such 
structural change helps explain why financing 
concerns have fallen down the rankings of 
Boardroom KPIs in the Lloyds Bank Business 
Leaders Survey. Nonetheless, Richard Moore 
warned corporates against excessive optimism, 
reminding the audience of over 180 business 
leaders that every year since the 2008 finan-
cial crisis, there have been numerous ‘once in 
a hundred years’ events, and at some stage 
conditions will change. The question is whether 
rates will rise if growth takes a broad hold or 
whether deflation triggers a wholesale change 
in the impact of debt on balance sheets. Our 

team forecast that we are moving into a new era 
of extreme uncertainty that will prove complex 
and challenging to navigate. 

Avoiding liquidity crises
For corporates, managing their own liquidity 
presents an ever more complex dilemma. On 
one hand, large corporates require significant 
liquidity buffers to help protect against unfore-
seen shocks. Our experts used the oil and gas 
industry as an example. It has seen the price 
of its product halve in the past six months; the 
level of liquidity needed to buffer against such 
an extreme event is tremendous. On the other 
hand, stockpiling cash can be expensive in a 
time of near-zero and, in some cases, negative 
interest rates. Seven central banks in the year-to-
date have cut interest rates, including Australia 
and Canada. Holding cash in some currencies 
can mean being in possession of a depreciating 
asset. Careful sizing of liquidity need is now 
required. Recent data reveals that cash and 
equivalents held by non-financial companies in 
the S&P 1200 – an index of the world’s largest 
listed companies – has tripled since the turn of 
the century. These companies are sitting on 
around $3.5 trillion in liquidity. The job of corpo-
rate liquidity management has become bigger 
and more complex as was predicted by Business 
Leaders at the 2013 Summit. To meet the triple 
objectives of corporate treasuries in managing 
liquidity – security, availability and return – is no 
longer a simple task. New regulations, ultra-low 
returns, and bigger cash piles is leading, as the 
infographic overleaf illustrates, to an explosion 
in the number of  asset classes being used. 
“With significantly higher cash balances and 
much more sophisticated strategies, many large 
corporates are beginning to resemble asset 
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Liquidity management has become more complex 
 
Company A 
Historically, corporates relied on a narrow spectrum of treasury-relevant asset classes 

Company B 
As corporates face the twin challenges of more cash and low interest rates, liquidity management has 
had to evolve. 

managers,” said Nick Burge. 

To protect yourself in this increasingly volatile 
climate, all three speakers counselled careful 
planning. Richard Moore warned that we were 
living in a world where ‘black swans’ were a  
much more common occurrence. As volatility 
returns to markets – as seen recently in Swiss 
Francs and Oil – participants need to be aware 
that secondary market trading liquidity is in 
secular decline as recent regulations reduce 
the amount of capital deployed to trading 
desks. Market moves will likely be sharper and 
deeper. James said that on the financing side 
it was prudent to continue building a diverse 
investor base, and sourcing capital across 
multiple markets. He also suggested a novel 
source of diversification: sustainable borrowing. 
It is a niche gathering momentum. He said the 
alternative credit ratings company Sustainalytics 
– in contrast to the more traditional agencies 
like Standard & Poor’s and Moody’s – rates 

corporates based on their social responsibility 
mandates, a criterion investment managers are 
now seeking out. To meet this challenge, Lloyds’ 
has a team dedicated to ‘green’ bond issues. 
Nick asked boardrooms to support treasury 
and finance departments as they evolve into 
de facto asset managers, and to provide the 
appropriate focus, resources, oversight and 
policies to manage the risks. He also reiterated 
Lord Blackwell’s earlier advice that companies 
from all sectors, not just banking, benefit from 
the rigorous scrutiny of regular stress testing 
in appraising their liquidity position. Richard 
emphasised again that it has become increas-
ingly important to think about the broad global 
macro-economic and geo-political picture, 
echoing Clare Francis’ presentation earlier that 
these were the two biggest challenges on the 
radar of Business Leaders. The three speakers 
were bullish about corporates making the most 
of the current favourable conditions but warned 
that they must continue to remain vigilant. 
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BUSINESS LEADERS SUMMIT

LLOYDS BANK – HELPING 
BRITAIN PROSPER GLOBALLY

António Horta-Osório 
Group Chief Executive   
Lloyds Banking Group

Our third Business Leaders Summit saw 
many outstanding speakers presenting 
thought-provoking arguments and 
analysis before an audience of leading 
UK business figures. I was delighted 
that so many of the UK’s captains of 
industry made time to attend and I trust 
the audience found the discussions 
stimulating.

I would like to once more thank our excellent 
host Naga Munchetty, our speakers and 
Clare Francis for her key role in bringing us 
together and setting the agenda. I am also 
grateful to UKTI for their partnership of 
the event. I closed the summit with some 
thoughts on the year ahead, and it was 
not by chance that first of all I highlighted 
our shared optimism about the UK econo-
my. We heard a range of views during the 
morning and I agree with the consensus 
that we must remain cautious, as the global 
economy remains vulnerable to macro-eco-
nomic or geo-political shocks. Lloyds Bank 
has overcome enormous challenges in the 
recent past and we fully understand the 
need to focus on costs and risks, as well as 
opportunities. But we also heard much to 
indicate that a degree of confidence is justi-
fied, so long as we are ready to manage the 
uncertainty and mitigate the risks.

I reminded our audience that, 50 years 
after his death, we can still learn from 
Winston Churchill’s observation that “the 
pessimist sees difficulty in every opportu-
nity. The optimist sees the opportunity in 
every difficulty.” The Summit did much to 
reinforce the power of this message.  But 
it also showed that to maintain our current 
optimism we must confront key issues: 
avoiding over-regulation that could stifle 
investment; ensuring our labour market is 
equipped for the challenges of tomorrow; 
improving infrastructure; increasing invest-

ment and exports; and reducing dependen-
cy on domestic consumption. Productivity 
remains a concern and there is a growing 
realisation that inequality has national – not 
just regional – consequences. However, as I 
have said before, the UK has comparatively 
strong demographics, sound political and 
legal institutions and a relatively flexible and 
skilled workforce. It is already ahead of its 
European counterparts in terms of attract-
ing Chinese foreign direct investment (FDI).   
 
Other emerging market investors are also 
drawn to the UK’s stable, “open for busi-
ness” environment. Since 2011 we at Lloyds 
Bank have re-focused our business on the 
UK. However, we are also able to support 
our clients looking beyond the UK's borders. 
Our global reach is all about providing better 
services to our UK corporate clients where 
they need them most.  For example, we 
have opened an office in Singapore, a highly 
strategic location for our clients with export 
and investment links in South East Asia. I 
was very proud to use the occasion of this 
Summit to commit to working more closely 
with UKTI and to playing an even bigger part 
in supporting the UK’s ambitious 2020 tar-
gets of £1 trillion in exports and £1.5 trillion 
in foreign direct investment. Our partnership 
with UKTI will see us providing insight and 
introductions for exporters looking at new 
markets and comes after we increased our 
capacity to support UK exporters by 25% in 
2014. 

I look forward to gathering again at the 
next Business Leaders Summit to chart our 
progress and the ongoing needs of UK busi-
ness as we unite in helping Britain prosper 
globally.

Sincerely,  
 
António Horta-Osório
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