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GF invests to deliver double digit EPS growth

49% increase in NPAT

Strong performance across the Group:
---------- Quality products & services delivered 16% in Assets & Loans under Management
---------- Scaleable business model delivered 30%1 in income, 12%1 in costs ' and 58%1 in EBIT
---------- Low cost model focused on third party distribution delivering excess RONA
- Businesses operating in markets that are growing strongly

Achieved 36% in EPS® growth and >18% RONA in MM, FM & AM
Continued focus on capital management:
---------- 5 cent dividend declared, 7.5 cents for FY(8

---------- Board approved Dividend Policy - minimum of 30 per cent of the statutory profits after tax
- DRP suspendesd

Strategy will continue to deliver double digit EPS® growth and >18% RONA a
business level

1 Historic cost before significant items C ha ﬂ E@ﬁ g@gﬂ ﬁ%,ﬂ%
2 ¢ Historic cost - basic after significant terns FYDG 36% increase 1o 21.6 ops g




Historic cost

Portfolio volume $36.5bn

{Total asssis & inans under managemeant/admin)

™ 15.7%

Net Income $446m

™ 30.4%

Expenses’ $236m

™ 12.4%

EBIT $§2®§m

T 58.3%

NPAT $125m

T 48.8%

5 ! Historic cost before sigrificant items

Bt
challenger iﬁg
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Focused in core markets eh%bimg strong environmental growth

challenger 52

“‘ef Tk
5 Market stats sourced from BBA, Plan for Life and Challenger estimates %&%ﬁ
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Statutory

NPAT underying' $153m N 27.8%
NPAT $134m N 12.3%
FPS basic cps - underlying 28@ N 25.1%
FPS diuted eps — underlying 278 ™ 20.2%
DPS 7.5¢ A 50.0%




(39)

sm

120

F ] ] ] ] ] ] ] ] ] ] t
NPAT 2005 Net Invest Fee Income Cther Expenses Interest Tax tnder. Hifton' CIF Hedge NPAT 2006
Income Income NPAT 2006 Revals

b,
challenger £ 2
4 Posi tax % %gﬁ




Historic cost

Portfolio volume $36.5bn N 15.7%

{Tolal assels & loans under management/admin}

Net Income $M6m ™ 30.4%
Expenses! $236m N 12.4%
EBIT $209m N 58.3%

NPAT underlying’ $"§ 25m ’?4889/0
NPAT $116m M 38.1%
EPS basiccps 21.6 ™ 35.8%

E@S diluted cps 20.9 ™ 29.7%

Bt
challenger iﬁg

a * Underlying is before significant tems
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NPAT 2005

i

Revenue

Expensas Interest

Tax

Underiying
NPAT 2006

Signif. tems  NPAT 2006
(Hilton) ﬁ%ﬁ%
maﬂéeﬁg@f%ﬁg




Asset SO0 e - 100, Cost/
fncome / 04-06 CALD income
Expenses 450 - £oons,  Hatic %
BN
400 + -+ B0%
350 4+ -+ 70%
360 4 -+ BO%
280 = - B0
200 4+ -+ 40%
150 <+ - 30%
100 4
50 4
0 : :
2004 2005 2006
Assets under Mgt wincome =—l—Cxnonses o = Costincome Ratio
EPS basic cps 91" 15.9 21.6
DPS Nl 5.0 7.5 R
) ops maﬂéeﬁg@f-%ﬁ

*Pre goodwill write off
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Deliverin @fé’iabie gmw in competitive market

Portiolio volume $18.3bn N 14.0%
Net Income $134m N 24.1%
Expenses $56m N 19.1%
-'. $78m ™ 27.9%
RONA 21.7% ™ 15.4%
Net Assets 1 duly 2005 $360m F;@

Net Assels 30 une 2008 $§f2ﬁ% F;W

Bt
challenger iﬁg
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2008 EBIT
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Residential net income

Commercial net Employse expense Other expenses 2008 EBIT
income

£

A -

challenger &%




Key performance trends

Asset 160 - 04-08 CAGR - 100% Cost/

Income / e ncome
Expenses Ratic %
$MN

140 4

120 4

100

80

60 4+

40 4

20 +

2004 2005 2006

Hesidential Morigage: [ penses e # = Cosiincome Hatlo

n/a 18.8% 21.7%

challenger £2
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I

itable growth in competitive market

Net loan growth in Residential market driven by:
------- new product initiatives
------- systems integration - B2B connectivity to originators
------- superior service delivery

Outperforming the market while growing margin — focus remains on
profitable growth

Servjcing Dkﬂﬁggﬁon

Manufacturing

MARKET SHARE
BANKS 55% and ¥

NON BANK 45% and 4

PLAN Australig —»

Ao
challenger i;?
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Deliveri

Portfolio volume

ng per‘?mame, growth and profits

P i $12.9bn N 21.6%
Net Income $§2m N 61.4%
Expenses $68m N 1.5%
EBIT $24m N large
RONA 18.6% T large
Net Assets 1 July 2005 $“‘§ 31m F;gﬁ

Net Assels 30 June 2006 $“§ 35m Fvo7

Bt
challenger iﬁg
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Employee expense Other expenses Cther income 2006 EBIT

Bt
challenger iﬁg
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Key performance trends

Assets 120 + + 120%

E; corne / T10% e o s s S0 .1 7/0 04.06 CAGR
Xpenses '

VN

100 - 100%

80 - B0%

- 60%

40 4 - 40%

20 + - 20%

2004 2005 2006

Funds under Mgt e e OENGES # = Gogt/income Hatio

RONA n/a n/a 18.6%

challenger
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Eevmg e'?@ame, @Mh and profits

Solid alpha generation:
------- across asset sectors
------- across strategies

Increasingly diversified,
high quality FU

capacity issues

Distribution footprint
continuing to broaden

3%

a0

20

&

Alnha Ganeration Aoross Sectors / Strategiss

Fraop Sex High Yisid Cirion: owze Rho

anchmark B Apha + Paer Group Median

S&P S funds % % & % or better

Lonsec & funds BECOMMENDED or better

BMoringsiar 7iunds % % % ¥ or better

Research houses 69 active recommendations

Dealer group

approvals 1,919 across 366 dealer groups

Consuftant

ratings 26 across & sectors

Platform

220 products on 30 platforms
approvals
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Steady growth as new busine

lines build

Portfolio volume $3.7bn A 13.2%
{Total asseis under rnanagement)
Net Income
— Spread $126m T3.1%
— Fees N large
— Total B177m T e9.2%
Expenses $54m N 45.9%
EBIT $123m N 23.0%
RONA 21.9% ™ 5.8%
Net Assets cosing 30 June $561m’ FY06
Net Assets opening 1 July $7®7m FYQ7

1 Pro AIFRS
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' Tu

100

I
P 23%

{2)

123

2005 EBIT

Yield

Healised gains

MNet fee income

Employee expense

Other expense

2006 EBIT
challenger

%




Key performance trends

Asset 250 - -+ 100% Cost/
Ihcome / fncome
Expenses + 90%  Hatic %
SMN 04-06 GAGR
200 4+ - 80%
177 . 70%
150 - -+ B0%
-+ 50%
100 - -+ A40%
.......... X 300/0 <4 309,
50 <4 -+ 20%

2004 2005 2006
ASSG?S Ur‘idei’ Mgt *Expenses .................. L e Cost“ncome F:{aﬁo
HONA n/a 20.7% 21.9%

23




Spread business continues to perform

« Investment strategy:
------- Long term predictable income

streams
------- Target asset allocation
- Property 30%

- infrastructure  30%
 Fixed Income  30%

+ Other 10%
------- Active investor with total return
focus

+ Yield + Capital gains

+ Increasing growth component
in portfolio

« Movement to asset allocation

« Turnover of portfolio, recycling
of capital

3.0% -
2.0% -
1.0% |

0.0%

Spread’

2004 2005 2006

Realised gains being replenished

B Realised Unrealised

24 1 "Spread” defined here as the gross return on investment assets {expressed as a % of average gross investment assels) less
the cost of funds of annuity and property debt liabilities {expressed as a % of the average interest bearing liabilities)



Spread business continues to perform

Asset Management Statutory Net Assels

« Capital 000 m -
....... S&gﬁ {atimg ‘B 800 m -
------- Provides significant benefits o

------- Disciplines and systems {0
maintain in place

400 m

“Policy fabiity al June 2004 valued at market value consistent with FY 05 and FYG8

« Funding
_______ Retail annuities Totalcost of amnuity funds
Wholesale annuity provides
flexibility B
------- Alternative long term financing % o% 1
sources available & 4% 1
2%
0% -

FY04 FY 05 FY 08

25 1 8&F 'A Financial Strength rating issued to CLZ




Fee income — the emerging new business

Fee income

* Investment in revenue producers ¢ |

------ Senior hires across investment classes 300
20.0
00

« Future growth

2004 20058 20086
------ High growth environment
""" Listed and unlisted p?‘@peﬁy trusts Asset Management — environment growth
------ Extension of infrastructure trusts 100 - 02-06 CAG
------ Management fees 5 %0
------ Performance fees & 70
] ‘§ 50 -
------ Transaction fees % 50
S 40
o o3
T o200 e
R UE R e
E WWWWWW T T T T
Jun-G2 Jun-03 Jun-04 Jun-05 Jun-06
o8 Australian Listed Infrastructure Funds

~~~~~~~~~ Austratian Listed Property Trusts



Fundamentals improving

Net Income $43m

™ 10.3%

Expenses $36m

A 5.9%

/E\__.. 4@@{%

™ 22.5%

Net assetls 1 uy 2005 $144m

FY06

Net assets C?@Smg 30 June 2006 $~§ 46m

FYQ7

27
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2005 EBIT Underlying growth  Synergy platiorm Synergy cost ivestment in brand Other income 2006 EBIT
in fee income repricing savings and syslems ﬁ%{@}
challenger 4, =
28 SEM &y
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Key r‘?@mme trmg

Assat 70 o 2% O,

ncome /

Expenses
N 60 -

50 4+

30

20 +

2004

Funds under Admin e

RONA ri/a

29

-+ 100% GCost/
fncome
4 80%  Hatic %

-+ B0%
04-06 CAGH

- 70%

- 60%

- 50%

-+ 40%

-+ 30%

-+ 20%

2005 2006

—— - pErses 0 - - Gogt/ihcome Hatio

4 0% 4.9%

Bt
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Corporate costs

NPBT 2005

Employee & Other
Expenses

Interest

CIF Equity Bridge
Interest

Hilton Relocation
Expense

NPBT 2006

challenger
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I

Post deconsolidation of CIF

Assets
Cash
Investments
Goodwill

Other assels

Securitised assets

Liabilities
Debt
Policy Habilities
Other liabilities

Securitised liabilities

! Post AIFRS adjustment

491
3,041
562
361

601
2,271
426
16,837

V20.8%
M2.4%

v 1.4%
156.2%
T16.1%

T5.8%
¥5.9%
AMarge
M6.2%

challenger
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Post deconsolidation of CIF

Opening cash balance 491 626 V21.7%
Operating cashflows?® 229 162 N 42.0%
Investing activities 252 1,113 7T 4%
Financing activities {593) (1,410} Vo BB.0%
Cash acquired on acguisition 10 - -

Available cash balance® 62 79 Jo21.9%

' Bestated under AIFRS, relates to Secwritisation B5PVs cashilow reserves
Z Operating cash flows presentad excludes movements in annuitant receipts and claims as these are more appropriately disclosed as
financing activities given Challenger Asset Management's spread business
3 Exchudes cash balances within the Life company stafutory funds and CIF

challenger £2
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Debt

Financial debt

Corporate facilities 120 70 T 1%

Other - 2 ¥ large

Operating leverage® within:

MM — securitisation trusts 16,945 ™16 %
MM — NIM facility 180 22T Y
349 V18 %

AM — property trusts
AM — CIF

Gearing®
Net Debt® / Book Equity 4.7%
Net Debt / (Net Debt + Book Equity) 4.3%
SR
' Recourse to Challenger Financial Services Group 2 MNon recourse to Challenger Financiad Services Group {: ha ﬂ Eeﬁ %@f :g N
* Gisaring ratios are based on Financial {recourss} debt “Net debt iz after available cash is deducted i«aﬁ@ﬁ




Board approved policy

Pay out a minimum of 30% of
statutory profits after tax
Final dividend declared

------ 5 cents per share

--------- fully franked
Full year dividend 7.5 cents

------ payout ratio 33%

--------- 50% increase on FY05
Dividend reinvestment plan

------ suspended

34

7.5

cenis

2.5 4

- 38.0%

- 30.0%

- 25.0%

- 20.0%

- 15.0%

- 10.0%

- 5.0%

- 0.0%

FY0B

—r Doy out Hatio

Bt
challenger iﬁg

Payout ratio %
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Continuing to build on core themes across all business lines

Mortgage Management:

Continued focus on profitable growth through leading product,
technology, and service offering; while maintaining cost to book size

Funds Management:
Continued focus on delivering sustainable alpha generalion across
diverse product set. Scale benefits expected to continue

Asset Management:
Continued expansion of fee based model through targeted product
expansion. Maintenance of spread based margins

Financial Planning:

Continued productivity improvement focus will generate increase in
revenue per planner

Bt
challenger iﬁg




CGF m@sis to deliver double digit EPS growth

49% increase in NPAT

Strong performance across the Group:
---------- Quality products & services delivered 16% in Assets & Loans under Management
---------- Scaleable business model delivered 30%1 in income, 12%1 in costs ' and 58% in EBIT
---------- Low cost model focused on third party distribution delivering excess RONA
- Businesses operating in markets that are growing strongly

Achieved 36% in EPS® growth and >18% RONA in MM, FM & AM
Continued focus on capital management:
---------- 5 cent dividend declared, 7.5 cents for FY(8

---------- Board approved Dividend Policy - minimum of 30 per cent of the statutory profits after tax
- DRP suspendesd

Strategy will continue to deliver double digit EPS® growth and >18% RONA a
business level

e
1 Historic cost before significant items C ha ﬂ Eeﬁ g@gﬂ ﬁﬂ%
36 2 Hisloric cost - basic after significant Herms FY0E 36% increase to 21.8 ¢ps s




27 September Dividend record date

20 October Dividend payment date
25 October Educational briefing for analysts
23 November Annual General Meeling

26 February Half-year results to 31 December 2006

Bt
challenger iﬁg
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Consolidated Profit and Loss  Statutory Appendix ~ 1

AIFRS AGAAF AIFRS

$m CLEY 06 FY 05 FY 04 - 1H 06 M 05 ik 05
tncome S T

Net rental income 63 56 49 33 30

l3vesiment income 139 B4 49 68 71

Net realised and unrealised gains/{iosses) 136 16& 37 29 167

Annuitant funding and policy liability movements {163 (186} 9] {5 T

Net invesiment ncome 17 160 tals] 75 1G1

Fee income 228 154 146 137 91

Gther income 14 38 16 7 7

Underlying net inccme 418 332 248 219 199

lnterest and fee income in SPY's 1,371 - 663 al4 558

Met income 1,589 332 916 833 757
Exponse

Employes expenses 132 {104; kY, 73 {99

Depreciztion {7 3 7 {5) 2}

Coupancy costs = (N (43 14 43

Other expenses {73 (B9 L3 (35

Underlying axpenses {220 {187 (135} )

Interest expense and distrbutions relating o SPY's 9,771 Gy Bl

Total operating expenses {1,390 {1877 (BO3 730 Hary
EBIT 198 165 13 103 a5
Interest and borrowing costs {35 {28 153 20 15
Shere of net profitsi{losses) of associates 2 - - -
Significant items - {280) (15 - .
Met profit before tax 165 {143 83 83 a2
Tax {45 A0 {3 (R v
Losses attributable to minarity interests - 7 -
Net profit after tax _ : 120 183 60 65 55
Underlying ExpensesfUnderying aet inccme .:'.5.'_1_,-9..‘?/5__. 52.7% 53.2% @ 3%. hd.6% 53.2% 52.4%
BRI Margin (ERITAUnderiying net income) AB% . 47.3% 46.8% _3 B0.7% - A5.£% A47.1% 47 6%
Effective tax rate — a’ter minorities 27.6% 77.3% (2819 " 71.9% 35.9% 21.7% 33.0%




Consolidated Profit and Loss  Recondiliation of Statutory to Historie Cost Appendix - 2
bim T FYOs "6 1H 06 2H 05 1H 05

Statutory net profit after tax T134 120 B0 €5 55

Recurring items S
i Subtract excess of movement ia fair value of

investrent assets over accraed investment

income ynder historic cost {86 {19 {15} 7%
il Add excess of movement in fair valuz of

palicyholder/znnuity lishilities over accrued

anndity interest undes historic cost 40 12 {5 45
il Ozher 4 ] {5 9

Non recurring items
i) Subtract borrowing and financing costs of

investmant praperties which are amortised

under histaric cost (8 - i )
Vi Asset managemert fees not reported in statuzory resul - 14 - -
vi)  Chaage in fair value of CIF swap excluded from historic cost ceed - 15 - -
vil)  Reverse minorities S K - 7 _ _

— (50 - 31 (19
Tax effect of items above -] 14 : ¥ 5 9
Historic cost net profit after tax o HE. 84 CUURE 58 39 45
challenger £ 2




Consolidated Profit and Loss  Historic cost’ Appendix - 3

$m FYG3& FY05 FY042 1H 06 2H 05 tH 05 2H 047 TH 042
Income [N
Met rental income S5 24 49 27 28 42 A2
Invesiment income 138 B2 o 67 71 44 38
Realised gains 51 29 17 15 36 p] 5
Interest paid and seling costs oy (109 ol B B Rh5 54}
Met investment income 122 26 55 £G 73 5h 3%
Feos receiverd 458 287 294 245 249 169 118
Fess and comunissions paid (TTE {105; {1034 &7 (B 48
Acguisition cost amortisation 62 38 HEY) {200 17}
Net fee income 218 140G ' 152 a2 59
Other ircome 2 - — 5 - - -
Net income 342 226 L. 233 213 176 165 136 90
Expense -
Ermployes expenses {593 {503 45y
Purchased services {5 i) 2
Cccupancy expense Y] 3] {4y
T {4 ey i
Uther expensas idin ES [
Total operating expenses {93} {76 (71t
ERiY 72 &0 19
Interest and borrowing costs {9 i8) 3}
Significant items - (28 - - - (R0 -
Net profit before tax 115 {10 83 52 63 REY: 16
Taix i3 {21 125 13 {18} Bl 6}
Mot profit after tax a4 {233 58 3G 45 [
Expense fo income &1.3% B5.1% 54.8% £5.9% 56.5% 35.9% 79.4%
EBIT margin 38.7% 34.9% A5, 2% 34.1% 43.5% 44,1 % 20.8%
Net investment income/Net ncome 35.7% 38.1% 45.9% 27.8% 44.2% 40.3% 34.6%
Net fee income/Met income 63.7% 61.9% : 3 ANE 71.2% 55.8% 59.7% £5.4%
Other incorna/Net incoms (5% 0.0% - 2 A% 1.0% 1% 0.0% 0.09%
Effective tax ratz 27.0% 31.0% 25.5% 301% 24.9% 28.6% 28.7% 38.5%

¢ Challerger adoots rodiflied historic cost accoursting basis {or reporting the operations of the Life company within the Asset Managamest division.
Al other aspects of Challenger's financial reporting are per AIFRS.
* Excludes goodwill amortisation for comparative purposes with AIFRS.




Consolidated Balance Sheet AIERS reconciliation Appendix - 4

AJFRS AIFRS

4 Jaly 2005 - Movement 30 june 2005

Asgsets
Cash ard cash scuivalents
Recevables

Debt securities
Investrnant assets
Cther financial assets
Equity securities
Awallable for sale securitias
Infrastructure assets
Securitised assets
Invastment properties
Fixed assets
Netered tax assets
Investment accounted for under tre equizy method
Gouchwill
Other intangitle assets
Crther assets
Total assets

Liabilities
Payables
Cuttent lax payable
Derivative liabilites
Inieres, bearing Habilities
Secutised abifites
Frovisions
Deferrad fax liabilities
Life insurance policy lakilities
Totai liabilities
Met assets

Shareholder eguity
Contributed equity
Reserves
Retained losses
Totat equity attributable 10 sharenolders
Cashfiow hedge reserve — 5PV
Total equity




Issued Share Capital EPS and DPS Appendix - 5
HGG prIv: Siios TR oy o
Crdinary Shares: Guoted ((GF) R
Opening 534,269,048 528,441,048  2806,703,735  2,439,035,735
Additions i+)
i DRP 530,669 - - - -
i LTIE 3,548,000 5,828,000 - 427,668,000 -
i} LTIP shares bought back and cancefled 430,000 - - - -
Recoastruction (51 - - {338,767 687 - -
Closing 537,917,717 534,269,048 528,441,048 2,866,703,735  2,439,035,735
Weighied average number of ordinary shares 537017864 526,408,178 518,946,006
Fy 05
Weighted average nurnber of ordinary shares 525,026,595
1H06 ZH05 THOS 2HO4 1HO4
Long Term Incentive Man
Opening 43,962,000 45,880,000 44,880,000 - -
Additions {+) 8,700,000 3,910,000 1,000,000 44,880,000
Subtractions (=) iyl {3,542 000} {0 828 000 - - -
Closing 7,536,000 43,114,000 43,962,000 45,880,000 44 88,000 -
Gptions - e
Opening 62,000,000 60,000,000 60,000,000 - -
Additions +) - - - 60,000,000 -
Subtractions (-) - - - - _
Closing 63,000,000 60,000,000 60,000,000 60,000,000 -
Weightad average number of shares for
dilutive purposes 537,017,864 528,297,99¢ 18,946,006
FY 05

Weighted average number of shares for
dilutive purposes

{continued)

{25 :,8'50; 526,918,416
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Earnings per share

FY 06 FY 05 1HO6 2105 1HOS
Basic ~ reported statutory 249 227 11.2 12.4 10.6
Basic - underlying statutory 284 227 11.2 12.4 10.6
Basic - historic cast 216 15.9 10.8 7.4 8.6
Diluted — reported statutory 238 22.7 11.2 12.3 8.6
Diluted ~ underlying statutory 273 22.7 11.2 12.3 10.6
Diluted — historic cost 209 15.9 10.8 7.4 8.6
Dividends per share
Cents per share 7.5 50 2.5 50 Q
Payout ratio
Statutory 33% 24%

challenger i;?




Divisional Performance - Mortgage Appendix - 6

sm FY06 2H 06 1H 06 2H 05 tH G5 2H 04 iH 04°

income S e
Net Investment Income i o - -
Fees received 235 14% 137 122 1 52
Fees and commissions paid H5 Gy a3 {33 {3 {14
ACqUisition cost amaortisation (B2 G L =y 323 {3 Hn
Net fee income 108 68 7L 63 57 5 26
Other incame - - R - - - - -
Net income 108 68 63 57 51 42 26

EXpenses

Ermployes expenses {33 20 g 16} {473 14 ity

Other {143 113 ) 7 n el 5

Total expenses AT 31 273 23 {24y 200 (11}

ESIT ol 37 36 34 27 22 5

Expense to income 43.5% 45 6% A42.9% A3.4% 47 1% 47 6% 42 3%

EBHT margin 56.5% 54.4% 57 1% 59.6% 52.9% 52.4% 5¢.7%

Met fee incomefMet incoma 100.0% 100.0% 100.0% 131 0% 100.0% 100.0% 100.0%

Met assets {($m) (opening balance) 324 n'a

ROMA H5.58% nie

Awverage loan oortfolio ($br) 17.4 15.0 19.0 17.9 16.8 155 14.0

Expressed as ratio of average

portfolio (bps analysis)

Fees received 135 125 144 136 135

Fees and commissions paid {373 3% 30} {37 {38

ACOuisition costs {3653 {345 3u) {38 {36)

Met margin 62 GE GE 64 &1

Expenses 27 26 28 26 {293

ERIT 35 31 38 38 32

“ Half on Half data annualised and TH 04 data weighted
< The acquisition of Intersias occurred in Sept 2003,

challenger e




Divisional Performance ~ nagement Residential Appendix ~ 6.1
tm FY06 Fyos FY D4 2H 06 1H 06 2H 05 1H 05 IH04 1H 04
§ﬁc0m$ . L
Met Investment Income - - e
Fees received 214 127 126 112 102 86 41
Fees and commissions pad &R ey (37 {33 52 20 {14)
Acquisit:on cost amortisation oy {38} ah an 30 26} a5
Net fee income Lo 87 46 52 47 40 31 15
Other income L= - - - - - - -
Net income 1. 87 46 52 47 40 3 15
Expensas
Emnpiayee expenses (28) iP5 ae 14 145 an s
Other 1 4 o ey i i Y
Total expenses {400% 24 2% {203 20 i 7
FRIY 47 Y 249 27 20 14 g

4 % 46.0% 52.2% 44.2% 42.6% 50.0% S4.8% 46.7%

Expense to income A3.2%.
56.8% - 54.0% A7 8%

EBIT margin _ _ 55.8% 57.4% 50.0% 45.7% 53.3%
Net fee income/Net ncome 1000% . 100.0% 100.0% 100.0% 130.0% 100.0% 100.0% 10C.0%
Average loan por:folio ($hn} R F 14.9 12.7 165 1.5 14.4 132 1149
Expressed as ratio of average S

portfolie (bps anabysis)

Fees received 143 133 153 144 142 130 128
Fees and commissions paid {44} {45} {45) 4% {45 {44 4n
Acquisition costs (41} {4 {45} A Gy 39 {40
Net margin 58 48 63 61 56 47 50
Fxpenses (T {25 ey ety 28 26 424
BT 3 23 35 35 28 21 27

' Half an Half data annualised
* The acguisition of kterstar occurred in Sept 2003




Divisional Performance - Mortgage Management Commercial Appendix ~ 6.2
$m FYO& FYO5 FYD4 2H 06 H 06 2H 05 1H 05 2H 04 iH 04
e e T
Net Investment Income - - - - -
Fees received 21 22 1 10 11 11 11
Fees and commissions paid - - - - - - -
Acadisition cost amaortisation - - - - -
Net fee income 21 22 11 10 1t 1 1
Other income - - - - - — -
et income 21 22 11 1G 11 11 1
Expenses
Empioyee expensas {5 {5 3 23 i3} i3
Crther i (2} {21 (1 3 -
Total expenses TRy 7 {7 i i4) 431 i (31 (]
£Bir e 14 15 e B 7 7 7 g 7
Expense to incorre 318%  33.3% 31.8% 333%:  364% 30.0% 36.4% 27.3% 36.1%
EBIT magin B52% . B0.7% 08.2% BE. 7% 63.6% 70.0% £3.6% 72.7% H3.6%
Net fze income/Net :ncome 106.6% - 100.0% 100.0% 108.0% 100.0% 1C0.0% 100.0% 100.0% 100.0%
Average loan portfolio {§bn) 25 2.4 2.2 Nk 2.4 2.4 24 2.3 2.1
Exprassed as ratio of average
portfolio (bps analysis)
Fees received 87 100 a0 82 92 97 103
Expenses 79 (32} {33 1251 (33 27 (3
EBIT 58 68 57 58 58 fal a3
' Haf on Half data annualised
b,
challenger 4 2
s




Divisional Performance Funds Management Appendix ~ 7

Sm FYOh FY Q5 FYs4 1H 06 2H D5 1H 0% 2H 64 1H 04
income e
Net [nvestment Income - - - - - - -
Fees recaived 76 75 5 44 32 49 3
¥eas and commissions paid 200 iy 12 ) {1} (14 14
Acquisition cost amottisation T e . o - - -
Net fee income h6 47 39 35 21 26 2%
Other income 1 - 3 H - - -
Net income S7 47 42 36 22 20 21
Expenses
Erployes expenses 353 23 fag {14}
Tther 2 s _ vy P11}
Total expenses &7) q2 {35} i34 27 {25}
Eaty (10 {5) 7 (3 (1 ()

83.9% 179.3% 113.5% 1038% 117.7%
16.1% (19.3%]) 113.5%: (3.8%) (17.7%)
94 0% 97.2% 99.5% 100.0% 100.0%

Expense to income 135% 171% 110.0%
EB{T margin :{26‘5{3}&_ N7.1%: (10.0%;
Net fee incomelhet income 98.1% 100.0%

Other income/het income 1.9% 0.0% E.0% 2.8% 0.5% 0.0% 0.0%
Net asseis ($my iopening belance; 77 rva _ _
ROMA, niz n/a T

© The seguisition of HSBC Asset Management business occurred in ftarch 2G03.

challenger 4




Divisional Performance Asset Management Appendix - 8

Historic cost' $m Y6 FYO5 FY{4 2H 06 1H 06 ZH{5 H 85 ZH 04 1H (4
P R T
et rental income 55 84 49 27 28 472 47
Investment income 138 82 50 67 71 A4 38
Realised gains 51 29 17 15 36 24 5
Interest paid and selfing costs (122 {109 B B0 Yy {55) 4}
Met investmant income 122 86 55 45 73 L) 31
Fees rgceived 15 2z 30 14 1 1 ’
Fees and commissions paid L - — . 5 — _ _ _ _
Acquisition cost amortisation L - - L - - - - -
Net fee income - 15 2 o 30 14 1 1
Other income Lt - ] o -
Net income T 137 88 85 63 74 56 32
Expenses BREEE
Ernployee expenses i25) g (18 {16 el 9
Other M2 {8 {7 07 {5 i3
Total expenses 37 26 {25 23 £140 {171
ERIT 100 62 60 4G 50 A

29.4% 36.5% 18.9% 21.4%
70.6% 63.5% 81.1% 78.6%
64.7% 77E% 98.6% 98.2%

27.0% 295%
73.0% 70.5%
89.1% 97.7%

Expense 1o income
EBIT mrargin
Met investrnent incomefhet income

Met fee income/Net income 10.9% 2.3% 353% 22.2% 1.4% 1.8%

Met assets (S (opening balance! 561 483 VE

ROMA 71.9% 20.7% n/a

Average inwvestmeant assets {$m) 1818 2,745 néa 2,865 2,918 2,336 n/a n/a
Met investment income/Average o

investment assets 4.4% nfa 3.8% 2.4% 51% n'a n/a
(excluding reelised gains) 2.6% n/a 2.7% 2.3% 2.6% nfa na

“ Challenger adopts modified nstoric cost accounting basis for reparting the operasions o the Life company wethin the Asset Management division.




Asset Management Balance Sheet Appendix ~ 8.1

FY(6 1H & FY 03
&m Stat HC A Stat HC A Star HC A&
Cash 349 349 - 39 396 - 474 424 -
Cebt investments 728 736 2 909 892 8 751 745 6
Equity and other investments 50 53 3 104 82 22 176 170 6
Infrastructure investments 409 391 18 301 299 2 344 314 30
MNet property investments’ 1,515 1,290 225 1,422 1,235 187 1,334 1,173 161
Investment assets 3,051 2,809 242 3,123 2,904 219 3,029 2,826 203
Goodwill g2 88 - &5 28 - &8 28 -
Total assets 3,139 2,897 242 3211 2,992 219 3,417 2,914 203
Policy liakiiities {2,138 20T Gy {2,239 {2,176 63} {2,311 {2,230 @
Other fizbilitias 118 (118 - 144) {135 {9 (1200 {118) i2)
Tatal labilities {2,256) {2,140 Ha) (7 383 25171 {72 2430 {2,348} EEY.
Met assets 883 07 176 828 631 147 686 566 120
Cebt included in net property investrments’ (287 261 {26} 358 {335} 23 {349] (330 P18}
Reconciliation to prior period disciosures:
AGAAP net assets 708 561
AIFRS adjustments’ 22 5
AIFRS net assets 686 566
 Excludes the impact of consoidating the Challenger infrastructuse Fund (CIF)
* Historic cost AIFRS adjustment relates to the restaternent of goodwill under AIFRS

R
challenger i;?




Divisional Performance

Financial Planning

Appendix - 9

Sm Fy {6 FY (5 FY04 ZH 06 1H 06 2H G5 TH 05! 2HO4 1H 04
ncome
Net Total investment Income e - o - o -
Fees received 132 51 69 63 31 30
Fees znd comnissions paid {933 A (493 44 18 200
Acquisition cost amorkisation T e - - . -
Net fee income 39 22 20 15 12 11
Other incorne’ - 1 - - -
et income 39 23 21 18 12 11
Expenses
Employee expenses {19 {17 1) {10 i oy
Other {15} {11 (5] i) 6 {5
Total expenses {343 2% 15 1% (323 i1
EBET 5 1) 5 - - )
Expense to mcome 26.8% 102.2% 73.7% 161.1% 98.4% 16.6%
EBIT margin 13.2% {2.2%) 26.3% (1. 1%: 1.6% L.6%)
Net fze ircomefNet income 898.2% 100.0% 96.6% 100 0% 100.0% 1¢0.0%
Other income/Met income 1.8% 0.0% 3.4% 0.0% £.0% 0.0%
Met assefs (3m) (opening balance) _ 130 n/a
RONA 4.9% 4.0% rifa
t The acquisition of Assaciated Planners azcursed in Asgust 2004,
> Gther :ncome for Financial Piarning incledes non-recurring income such as gains/iasses) fraem sale or re-appraisal of vaiues of investments,
SR
PR e,
challenger e




Corporate

Appendix - 10

Sm FY06 kY05 FY04 2H 06 1H 06 2H 05 1H 05 2H 04 1H 04
Net Income o - o o - -
Expenises
Employes expenses' S (%) 2 8 i
Other experses - 3 {4 {8 -
Total expenses {15; (2 12 12 (5
ERIT iy iy 123 {5
interest and borrowing costs am {2 93 &
Significant items -
Net Profit/(Loss} Betore Tax i ey 70 an
Tax* o 25 ks ]
Net Profit/(Loss) After Tax 01 M 50 3 39 I8
Headcount - FTE 801 1,030 926 901 870 1,030

“OLIR arrortsation under AIFRS carmmenced 1H 05

“ Tax s reported at Group level

challen gers . _



Group Assets and Loans under | Appendix - 11

Sm 1HO6 2HOS 1HOS 2HD4 THO4
Asset Management

Assets managed for the Life company

Property 1427 1,329 869 823 875

Debt inwestments {inlcuding hybrids) and cash 1,284 1124 1,667 1,756 1,307

Infrastructure assets’ 301 344 2N -

Eouity and cther 108 153 104 72 165

Sub total 3,115 2,950 3,01 2,651 2,351

Funds

CWT 298 288 273 253 247

CIF {adiusted equity vatue) 378 - - - -

Sub total funds 676 288 273 253 242

Total - Assets under Management 3791 3,438 3,284 2,904 2,593
Mortgage Management

Residential 17,190 16,033 15,081 13,822 12,535

Commercial 2518 2,438 2,466 2,407 2,203

Total Mortoages under Management 19,706 18,471 17,547 16,229 14,738
Funds Management

Funds under Management 11,943 10,579 6,916 5,821 5,254
Financial Planning

Funds under Administration® 1,833 1,742 1,744 1,668 3,264
Adjustments’ 27219 2A3E {2 .468) 2,407 (3,203
Total assets and loans under management/admin. 34,504 31,092 27,025 24 285 23,646

Refer Quarterly Asset and Funds Snder Management reports tor greater detzi

T et senior debt frefer apoendix 8.1 for details)

¥ incduding investrent in CiF

# Funds under Administration for 1H 04 ingludes $1,660 Corparaze Superannuation Busingss which was sunsequenty sokd

© Adjustrments seflect the prevention of double counting of cross hadings of Commerscia Lendisg and 1ife Compary iavesiment in CIF (adjusted eguity value)

Bt
challenger iﬁg




Reconciliation of Wealth Management segment reporting to
Funds Management and Financial Planning

Appendin ~ 12

%m FY 04 1H 06 2H 05 1H 05 2H 04 iH 04

Wealth Management EBIT reporied

under AGAAP i nfa o 1 i3 i)

Less: Acquisition restructure adiustmenrts under AIFRS

e HSBC Asset Management acousition (FM) - nfa 7 - - -

s Associates Planners acguisition (FP) na 4

Wealth Management EBIT reported

under AIFRS? iai 12 2 i i3 {4

Arribution 1o new corporate struciure:

Funcs Mansgament’ {51 7 7 i3) 13 i)

Financia® Planning? { 5 5 i

Rounding - - - - - 1
ey 12 {4 {33 i3 N

oAz reported 16 Seoternber 05 Bducational Bricfing

“ s reported Dec 0% Half Year Resulis

* Financial Planning divisicn now incorporates Synergy. [0 previc.s reporing packages certain suppiementary information reported Synergy within the 'Funds Management” sub segrrent

of Wealth Management.
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]
FM
A
Fp

Corporate

MNet rental income (AW only)
investment income (A only}

Healised gains (A only)

interest pald and selling expenses (AM
anby}

MNet investment income (AR ondy)

Feas recelved

Feas & conunissions pald

Mortgage Management division

Funds Management division

Asset Management division

Financial Planning division

Adl other non cash generating unit activity

Gross rental income less trust expenses, financing costs directly associated with
property, less management fees and performance fees

Income earned on investment portfolios {i.e. fixed interest and cash, infrastructure,
equities and other} + profits / losses on fixed interest portfolios

The net profit{ioss) on disposal of investment portfolio assels less fees

Interest paid to annuitants + commissions and other costs paid to third parties to raise
annuities

Net rental income + investment income + realised gains less interest paid and selling
costs

AM — managemsnt fees, performance fses & advisory fees (net of assst arigination
cosis)

MM — management fees and excess spread fees sarned on securilisation vehicles

FM — management & performance fees

FF — gross brokerage and platform income {Genesys) and administration fee income
{Syrergy)

MM — trailing expensss paid to morigage originators. Accounted for on an accruals

basis with cash flow closely aligned to accounting treatment.

FM — upfront and trailing expenses paid to financial planners and advisers

FP — commission represents Financial planners share of gross brokerage (Genesys)  _a.
ardd commissions (Synerqgy) ﬁ”ﬁ

challenger®, =
AM — note: included in interest paid and selling costs RN 2 5




Sequisition cost amortisation
(MM onby)

Net fee incoms

Other income

MNet income

Employes expense

Other expense

Significant tems

Met Assels

Heturn on Net Assels (RONA)

Amortisation of upfront payments 1o mortgage originators {deferred acquisition
cosis) spread over expected average life of loans plus upfront capitalised bond
issuance and securitisation costs (deferred portfolio costs) spread over the
axpected life of sach securitisation pool so as to achieve an “effective vield”
comparison.

Amortisation rates are revigwed periodically.
Fess received less fees and commissions paid less acquisition cost amortisation

Includss non recurring income such as gaing on sale or exit of non core
businesses or assets

Net investment income + Net fee income + Other income

includes fixed and variable incentive components of remuneration structures.

Also includes the amortisation of employee share schemaes as required under
AIFRS (not required under AGAAP prior to FY0S).

The amortisation of LTIP is only reported within the Corporate section as
Challenger’s practise is not to allocate these charges to each division.

Unless disclosed otherwise, all non employee expenses.

Non recurring of abnormal income or expense items within each reporting period.
Purpose being to assist analysis of the normalised or underlying profit
performancs of Challenger.

Arrapproximation of the net capital ulilisation in each division.
Net Assets {and RONA targeis) are reset as at 1 July in each financial year.

EBIT divided by Net Assets expressed as a %.
FONA concept was introduced from 1 July 2004 for FY0S.
Each division has a RONA target which is reset on 1 July each vear.

Bt
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Disclaimer: The material in this presentation is general background information about Challenger Financial
Services Group activities and is current at the date of the presentation. it is information given in summary
form and does not purport 1o be complete. 1 is not intended to be relied upon as advice to investors or
potential investors and does not take into account the investment objectives, financial situation or needs of
any particular investor. These should be considered with or without professional advice when deciding if an
investment is appropriate. .




