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I. Introduction
PESTEL is an analysis tool widely used by managers to develop in detail the environment in which the company operates and to facilitate the strategic decision-making process. Combining this PESTEL analysis tool with other analysis tools such as SWOT and Porters five forces helps managers to analyze the company both from the point of view of external forces and internal factors, as well as strengths and weaknesses. In this paper I will approach the banking sector, and Lloyds Bank in particular, by means of two of these analysis tools: PESTEL and Porters five forces.  These analysis methods will allow us to appreciate which are the main factors that have both a positive and a negative impact on Lloyds Bank, how external factors condition the bank's activity, and how the company can manage with internal factors.
II . Overview of the Lloyds Banking Group
Lloyds Banking Group is one of the UK's largest and oldest financial services organizations, with 30 million customers and 65,000 employees. The group was founded by George Truett Tate on October 21, 1985 and is headquartered in London, United Kingdom. (Forbes, 2023)
The company provide of a variety of financial and banking solutions. Its main activity segments are divided into: Retail, commercial banking, insurance, and wealth management. In the field of Commercial Banking, Lloyds provides a wide list of products and services, such as loans, banking operations, working capital management, risk management and capital markets services, both for individuals, small and medium-sized companies, as well as for corporations. The Insurance & Wealth domain includes insurance, investment and wealth management products and services. 
Nowadays, Lloyds Bank maintains a high level of competition on the UK market, being part of the Big Four banks.
According to Forbes (2023), Lloyds Banking Group accrued for financial year 2022 $58,5B revenue and $1,2T assets, with profits of $7,4B. The institution was positioned on 261st place as World’s Best Employer (2022) and on 95th place for Global 2000 (2022) in the Forbes lists.
III. PESTEL Analysis of the Lloyds Banking Group
In business, achieving a high level of understanding of one's context takes time and work, however, contemporary managers can use modern, simple and effective tools to strengthen their understanding and analysis of their business environment. One of the most used tools for this purpose is PESTEL analysis, which is defined in the Oxford dictionary as "a management model which looks at the impact that actions or factors that influence from the outside may have on the performance of a company or organization; an analysis that assists management understand their position in the marketplace and strong points."
Analysis might be done for the entire company, for individual business units, for specific products, or for a new project or partnership.
PESTEL analysis include Components that could have a significant fundamental value for a company.
Figure 1 highlights the components a PESTEL analysis, and main factors that affect each PESTEL component related to banking industry.
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Fig. 1. Detailed PESTEL Analysis of Banking Industry. Source: Edrawmax. 2022

In what follows, we will analyze the external factors that have an impact on Lloyds BAnking Group by applying the PESTEL analysis.
1. Political factors
The long-term sustainability and prosperity of Lloyds Banking Group plc are impacted by political factors. The following political aspects must be considered by Lloyds Bank managers when drawing up a strategic plan:
· Lloyds Banking Group plc. Is a multinational financial institute, and each country faces its own political conjuncture. Worldwide political unrest, rising tensions and Frequent changes in government policy make it more difficult for Lloyds Banking Group plc to operate.
· Corruption can have an effect on a range of business operations, including contracts, fraud dealings, licencing, and many legal proceedings.
2. Economic factors
Understanding economic variables such the foreign exchange/interest rate, the state of the job market, inflation, saving rates, etc. is crucial for Lloyds Banking Group plc. as they affect the nation's overall economic climate. The following economic aspects must be considered:
· The growth of a country's economy has an immediate effect on the success of Lloyds Bank. Lloyds Banking Group plc has many opportunities to grow in immature markets. related to a competitive marketplace, entry into developed economies may be more difficult than entry into developing countries.
·  The GDP growth rate, inflation, employment, interest rates, and exchange rates will all have an impact on Lloyds Banking Group's capacity to implement its long-term market penetration strategy. A high GDP suggests that population can spend more money, the circulation of money in the banking system will be more flexible. Population will be more inclined to invest the money in bank deposits, which enables the bank to grant loans to the business, and to accrue more profits from interests. 
· According to Koryakov (2012), rising credit interest rates are correlated with the banking industry's potential dangers. The author argue that the expansion of government spending is one of the primary causes of changes in credit interest rates.
3. Socio-cultural factors
The banking sector is a public domain with increased social interest. For this reason, it can be impacted by different social phenomena, such as:
· Youngsters and members of Generation Y like to have their debit and credit cards. Most of their payments are made online. This usage of less paper money favours the banking industry.
· Financial education is becoming more and more popular. As a result, more people are using financial services and the demand for banking transactions is constantly increasing.
The habits of the population and the lifestyle change continuously, so today, people prefer to keep their savings in bank deposits, then at home in the form of cash. Loans for investments and students have also gained popularity.
    With approximately 6 million members country wide, Scottish Widows, a Lloyds Banking Group affiliate, is one of the biggest pension providers in the UK. (Lloyds Bank, 2023)
4. Technological factors
The technological component is essential in the activity of Lloyds Bank to facilitate the service of millions of consumers, which today is mainly carried out through online banking. There are several technological aspects that condition the bank's activity:
· The Lloyds Bank requires a fast broadband speed in order to perform business. 
· They have a guarded method to stop internet theft or scamming using modern software.
· To keep their consumers informed of operations, Lloyds Bank use methods like the online platforms, messaging, emailing, and sending letters by post.
· Lloyds Bank have placed ATMs in crowded places and provide mobile banking services to make it unnecessary for customers to visit the branch in order to complete rapid operations.
· Utilizing online banking, which is available everywhere, the sector has profited immensely. By integrating individuals into the world of technology and real-time data information, it has affected the lifestyles of the populations.
5. Environmental factors:
Although the banking sector doesn't directly affect the environment, there are some indirect repercussions. The banking sector is evolving thanks to cutting-edge technology, and they are focusing on sustainable practices, like following:
· Banks anticipate using less paper to print cash, receipts and other documents,  as a result of the adoption of online payments.
· Leading UK offshore and sustainable energy supporters, Lloyds Bank is working with customers to cut the carbon output of the electricity they finance by 81% by 2030. (Lloyds Bank, 2023)
· To encourage low-carbon transportation, one in ten new electric vehicles and more than 1 million other vehicles are leased or financed by Lloyds Bank in the UK. (Lloyds Bank, 2023)
6. Legal factors
The nation's economy may be significantly impacted by banks because of their strong cooperation with the government. Hence, a variety of laws control how banks, including Lloyds Bank operate. Various nations have distinct regulations, and these can have an impact on the banking sector.
· To ensure the safety of the population's money, Banks record client data and personal information the government issues laws and rigorous regulation to control the banking sector.
· The banks also abide by the guidelines established by the international bodies that look after financial institutions all around the world. A banking institution may be banned if it violates the country's regulations and legislation.
IV. Porter's Five Forces Analysis of the Lloyds Banking Group
Porter’s Five Forces is a model developed by Michael E. Porter focuses on 5 forces of a highly competitive business environment.
Porter's Five Forces Analysis of Lloyds Bank’s cover the competitive environment of the company as well as the variables impacting its industry. The study focuses on assessing the Lloyds Bank's position considering factors like the threat of new competitors, the threat of replacement products, the bargaining power of customers, the negotiating power of suppliers, and market competition.
1. Threat of New Entrants:
A prosperous sector will draw more rivals looking to make money. Because there are few entry criteria, there is a risk to the businesses currently engaged in that industry from these new entrants (Jim, 2013).
Lloyds Banking Group is the UK's largest financial services provider and offers a comprehensive range of financial and banking solutions with a focus on both private and business customers. Foreign Money Center Banks are its primary target market. New players in the banking sector are frequently changing the way business is done by applying cutting-edge technologies and providing smart services, at a competitive price, keeping fixed costs low, and thus capturing the attention of customers. However, trust and reputation are important factors influencing customer judgment, particularly in the financial services sector. This is due to the crucial and investment character of the sectors. Moreover, starting a banking company is difficult due to high start-up costs, legal compliance obligations and transaction complexity. Even so, there are instances where the client has a positive switching cost that can only be covered by the bank's liquidity, leading to losses. As a result, we can say that the risk of a new player in the market is a moderate force impacting Lloyds Bank.
2. Threat of Substitutes:
There aren't many services that can be used as a replacement for those provided by the Lloyds Banking Group plc. The few accessible alternatives are also created by poor profit-making businesses. This indicates that there is no upper threshold for the highest profit that businesses in the sector in which Lloyds Banking Group plc operates may realize. The bank develops at a high speed, in line with globalization and technology, but at the same time remains unaffected by external factors.
Once positioned on the market, Lloyds Bank, as a leader in the financial industry for decades, feels confident in front of competitors and substitute products. Also, customers have a relatively high switching cost, so once they have bought a product or enrolled with a bank, they are likely to continue with it. As a result, we can draw the conclusion that the danger of substitutes has little impact on Lloyds Bank's competitive strategy.
3. Competitive Rivalry:
The financial market is supplied by a limited number of providers, the market share being divided between the already established competitors.
Due to the nature of how industries are interconnected, each move made by a company to gain a strategic advantage is easily seen by rival businesses, who can then adjust their plans accordingly. According to Global Data (2023), competitors of Lloyds Bank include NatWest, Barclays, HSBC, Standard Chartered Plc, and others. Because the industrial sector is expanding quickly, businesses do not need to compete with one another for market share to succeed. The services provided by these banks and financial institutes are highly differentiated, and each one specializes  in certain types of services. This creates an atmosphere that encourages mutual progress. But, to draw in as many clients as possible, these businesses engage in rigorous competition to give the greatest rates, which hurts each company's profit potential.
4. Bargaining power of suppliers:
The bargaining power of suppliers is directly proportional to the level of competition on the market. Since capital is a bank's key resource, and it is owned by the population, business and government, Lloyd’s bank must take into account the bargaining power of capital holders, who have the role of suppliers. Individuals' deposits, mortgages and loans, mortgage bonds, and loans from other financial institutions are the four main sources of funding for the banking sector. To fulfil the demands of its customers and the discharge intentions of other financial institutions, Lloyds Bank relies on these four suppliers. The power of the supplier is dependent on the market, economic, social, and political factors. For Lloyds Bank, I think the strength of the supplier can be rated between medium and high.
5. Bargaining Power of Customers:
The financial services sector's competition will inevitably increase purchasers' negotiating strength. 
Customer bargaining power typically comes from two factors: price flexibility and personalized service. In the case of Lloyds Bank, there is no price negotiation with specific consumers as the bank has standard service offerings at set rates. Tariff variations and service customization are available for large clients, but operational complexity and transaction amounts make this a financially viable decision. It's going to be challenging for customers to switch institutions due to the wide range of products and services offered by Lloyds Bank, including online banking, strategic location of ATMs, and the simplicity they bring to customers. Customers face a substantial switching cost that keeps them loyal to the company's services, and this encourages the bank to establish a reasonable and fair price list for customers, accompanied by high quality services.  However, if Lloyds Bank falls short of their expectations, customers may migrate to another bank. Despite this, Lloyds Bank appears to be insensitive to the decisions of individual customers and able to understand the bigger picture.

V. Conclusion:
In summary, the PESTEL model and Porters Five Forces are essential business tools that incorporates a comprehensive review of micro and macro environmental factors that impact the business climate. Each element, from political to environmental, from customers to competitors has a number of different elements that affect how financial institutes like Lloyds Banking Group plc make strategic decisions. Having a retrospective on the two methods of analyzing the environment in which Lloyds Bank activates, we can conclude that the organization is strongly influenced by political, economic, social, technological and legal factors, both in a positive way and negative. On the other hand, factors such as the environment, the bargaining power of buyers, the bargaining power of suppliers, the risk of new players on the market and competition, have an insignificant impact on the prosperity of the company. But even so, Lloyds Bank must also consider the factors that influence it less in order to maintain a good image and strengthen itself in front of its competitors.
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