Mike Tilley — Chief Executive Officer

26 February 2007
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Challenger Group

31 Decamber 2008

Record 1HO7 statutory performance’

Strong but disciplined headline revenue growth
across divisions

Group NPAT of $130mup 117%

Assets under management of $46.4bn up 18%
Basic EPS of 23.7 ¢cps up 112%

interim dividend of 5.0 cps fully franked
Announced equity stake in Homeloans

challenger 4,74
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Challenger Group

31 Decamber 2008

Creating value for shareholders
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Challenger sirategy

To be an innovative and contemporary financial
services organisation

Based around:

Challenger Group

31 Decamber 2008

v
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Challenger Group

31 Decamber 2006

Contemporary business delivering value

Morigage Managament Asset Management
Funds Management Financial Planning

BUSIMESBES >

A
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Paul Hogan, Group Chief Financial Officer

26 February 2007 Q%E @ﬂ%@ﬁg@g’
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Challenger Group

31 Decamber 2008

Financial highlights

Statutory

Assets under $41.5bn

Managemeﬂt ettt

Net Income $257m

Ekpenses . $139m

e MECEE |

“P;’;é.tum 0;1 net:“t"angibie
aasets (HoNTA?

EPS basic cps

23.8%

EPS diluted cpe 74.8% 4

- refer appendix 2 for analysis of the profit resydt allowing for GIF impacts and otber adjustments in each of Hie respective
periods

o
2w adjusted to remave CF minorties in 1H08 and 2HOS CE"E&EEGH%EE’ i&

2 e




Financial summary

Challenger Group

31 Decamber 2008

Statutory
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Challenger Group
31 Decamber 2008
Statutory
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Challenger Group

31 Decamber 2008

Financial highlights

Historic cost

Met income

Expenses

. orefer appendix & for analysis of the profit resull allowing for CIF dmpacts and other adjustments in each of the respective
petiogs

A
challenger 4%
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Challenger Group

31 Decamber 2008

Financial summary
Historic cost
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Key performance trends

Hisforic Cost
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Challenger Group

31 Decamber 2008
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Challenger Group

31 Decamber 2008

Growth in divisional contribution to EBIT

Statutory/Historic Cost

EBIT Statutory

WM 0E w107

Funds
Banagement

florigage
Banagement

Agseat
Banagement

Financial
Planning

100

$ miffion 8 26 a4 8¢ B0 120 140

ERIT Mistoric Cost

T 143% B1HO6 = $H 07
t 80%
6 20 46 60 80 100 126 140

5
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Funds Management

21 December 2008

Strong FUM flow underpins result

Funds under $12.9bn  $11.9b t 202% ¢

MaﬂagememT ..........

Net Income $50m 10.0%

T e = 15.2%

UERSEENE | e e IO

MNat Assetg?

T inciudes boutioue pantnerships segregated mandates of $523m
# o gnnualisec

ek
| challenger 4%
Wtz at 1 July 2008 -




Key performance trends
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Funds Management
21 December 20068

r &0

$ mithion
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%
i
i3

chatlenger

Alpha performance building momentum

Aipha generation across seclors F stradegies

Continued solid alpha
generation:

across asset sectors
across stralegies

Strong growth against
industry FUM lilustrating
distribution footptint
continuing to broaden

Continued growth in "Buy
ratings and platform
presence

S0.00%

Furis Management

21 December 2008

43.08%

30.00%

20.00%

F0.00%

G.00% -

B, Svien

Hlskina

sl G, Wces DA

Challenger FUM increase compared to industry total FUM

increase {Y) cumulaiiva
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e ligh e R
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b0 4
& Tongl FURE incrense (35

14.00% 4
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s Salarge
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Funds Management
31 December 20068

Significant progress in diversification of growing
FUM

Funds under management

1840

FUM buiidiﬂg ngi 16.0 1 #Hegregated bouliqua parinership mandates
, 14.0 4 Einsiiutionst
- 43% CAGHR since 2004 120 wrews
PRLTE
1HO7 growth of $3.6bn % so
(30%) to $15.5bn ao
2.0 4
[}iversificati{}ﬂ oo 1HOE I 2HDE I 1806 I 2HBE I 107
By as56t Se0ior FUM by zsset class - Jun 2003 FUM by asset class -~ Dec 2008
Husirsli Seine Horignso
By business strategy e o L. o
;:% gtai E [mer.'u. - IR‘:‘;:;E #
Institutional e
Bouﬁque Fix{ W\zlti:;sociol
Partnerships' k5 e
L Y T In;\:n.
L
. challenger {4

Ve guprently insludes Fae Ooeans, Kinetic, Greencape and Kapstearn Capital {0 be faunshed in 2HOT}

Morigage Management

21 Deeember 2006

Established and resilient portfolio

Residential mortgage
under management

$18.3bn $17.20 ft 2.7% 1

F2.8hn $2.5 T.7% i3

Commercial morigage
under management

&71m

Net fncome

Expenses

EBIT

RONA

MNat Assets?

T - annualised
Z e as at 1 July 2006

challenger 4,74
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Morigage Management

21 December 2006

Key performance trends
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Morigage Management

21 December 2006

Cyclical macro environment

Fepaymente & discharges versus fixed rate lending

125

Slowing growth driven by

- Fear of rising interest
rates driving shift into
fixed rate products

Concern over

S’:
L

Ingey averags mon iy
repaymants & discharges

m
S

B T T T T T

household debt levels
teading to higher levels
of unscheduled
repayments

Underweight the market
of Western Australia

Challenger flow oy state -~

jiis:)

i

i

San 08 O Dec 05 00 Msr 05 2o Jun 08 O Sep 06 2r Dec 66 O

< Unallenger dizcharge ¢ repayimeniz - Fied raiz lenging - APRA

varsus AFG (market proxy)
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Morigage Management

21 Deecember 2006

Equity stake in Homeloans

.. 1
3

Challenger has agreed to invest $44.7m to subscribe for new
shares in Homeloans!

----- tnitial franche of 8.3m shares at 80 cents per share
----- Subsequent tranche of 31.7m shares at $1.20 per share
subject o Homeloan shareholder approval

Following the issue of shares, Challenger will have approximately
a 40% interest in Homeloans
Homeloans is a Perth based ASX listed mortgage originator with
strong mortgage flows of approximately $120m per month
Challenger believes there is a significant opportunity 1o increase
scale through growth and consolidation in non-bank distribution

Transaction is funded from internal capital resources and is EPS
accretive in FY2008

£
- ASX code HOM' challenger &%

Asset Management
21 Deeember 2006

Focused on quality assets
Statutory

Agsets under
Management

$3.7bn $3.8bn

Net fncome

Expenses

EBIT

RONAT

MNat Assets?

T annuaiised
Zooasab T duly 2006

challenger 4,74
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ERIT Contribution

Statutory
6

& mition

Agse!

Management
21 December 2006

EBIT 106
vields

Net rentais &  Capitat gains

Anrity
vatuations

Met feo
incote

Exponses

challenger? ;

EBIT 1HOT

Statutory

§ mitlion

#
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1HEE 1406 2H0E iHE7

Met Income Expenses
—a— Cost to inicome rato (PHS) e ROMNA IRRES)
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Key Performance Trends

& biflion

Spread Aegeb

THOE

Asset Management

HOE 2H0E

21 December 2006

PG

4 million

F et

P&t

L4

F2C

e
2H05

HHIF

Specislised Fusds —h— Netincome (RHE)
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Asset Management

Asset Management

Historic Cost

MNet Incoms

Expenses

EBIT

ROBA*

Net assets?

T annualised
Zooasab T duly 2006

e

21 Deeember 2006

53.8%

34.5% ¢4

71.4% i

535.8%

A
challenger 4%

it

Asset Management

Asset Management

Historic Cost

21 December 2006

140

120

FICHE

The CiF deconsolidation
fACOME COMpOnRets are:
+ dnvestment income $28m
+ Fealized gains Bdm
+ Feeos received $1m

EBIT 1HOB invest
Incomes

i}

Realised interest paid Met fee Expenses
Gaing & salling neome
cosis

EBT 1HG?

challenger £72




Agset Management

Spread business securing opportunities |
for continued growth

Fealized gaing replenished

- Active investment strategy [ st cpiot ane

i Unrealised capitat gatas (cumelative]

focused on total retum
- Continued capital growth

- Realising opportunities to
source allernative capital to

secure continued growth s s s THr
aﬁd iowe}’ We]ghted Change in capital sources
average cost of capital ’:::
+ $200m property s so0
leverage 250
+ US$150m sub-debt o

1HOE THEY
i Eqlaity # Subordinsted debt {regulatory capilal)

A
challenger 4%

it

Asset Management
21 December 2006

Fee business gains momentum

Specialised Funds

« Creating key platforms for i

gi’OW‘t%‘? with continued e BOWT wOF 50 Uniisted Fusds
product roll out & re-rating =]
co -
CIF second installment o

1HOE 2H05 1HOE 2HG8 IHOT

Linlisted property

Faa income (historis cost)

- Growth in fee income

1HOE ZHOE THEE ZHOS iHAT

challenger 4,74
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Financial Planning
2% Deeember 2008

Re-focused on value drivers

Funds under
admin%stration_& advice’

MNet Incoms

Expenses

Net Assets?

T includes revenue generating kinds undey advice in 1H07/2H08 - pre-2H0E data is not avaiable
2. annualised
Fooazat § July 2006

A
challenger 4%

it

Financial Planning

2% Decamber 2008

initial steps towards 2009

Strategic review for Financial
Planning completed during
1HO7 and endorsed by the
Board

Key findings from review noted
an opportunity 1o ‘industrialize’
the business and that betlter
alignment on value drivers was
required

Rol-out of review changes o
reposition the business -
commaengcing 1 July 2007

Hemain committed 1o reaching
18% RONA target by 2009

Alignment of
clieni; advisor
and
sharehoider
goals

challenger 4,74
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Corporgte
21 December 2006

Investing today to develop contemporary,
scalable platforms for tomorrow

+ Investment in support services lifting expenses $5m relating to:
- management reporting fools
- automated reconciliations
- new HE system
- process re-enginesring
= As well as:
- clearing tax backlogs
- capital management initiatives

Challenger Group

31 Decamber 2008

Capital management disciplines

= Disciplined approach to deployment of capital

+ Priority for usage of surplus continues to be
investment in businesses generaiing RONA of 18% or

greater
= Minimum 30% annualised dividend payout ratio policy
« Conservative gearing to ensure financial flexibility

chatlenger

P
éj&gy,.




Challenger Group

31 Decamber 2008

1HO7 Dividend

Cividends - cents per share (ope)

2007 Interim dividend declared
5 cents per share
- fully franked

- paid out of profits for the period 10.0
ended 31 December 2006

1.0 & Payout rafio

# Payout salio

8.0 4

Key dates .
- record date 28 March 2007

- ey date 22 March 2007 4.0 4

- paymernt date 20 April 2007 .

0.0 T T
2005 2056 1HGT

wEH s e Payout ratio (RHD)

chatlenger

£
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Challenger Group

A1 Decamber 2008

Introduction of contemporary long term incentive
scheme

Suspended further awards under LTIP, existing awards
to be grandiathered

Contemporary long term incentive and retention
scheme introduced

----- Performance share rights
----- Hurdied executive share options
« TSR — upper quartile performance; or
- EPS' — 10% growth or better
Flexibility to acquire shares on market to aveid dilution

T Basic ERS
chatlenger

£

L3 sag;«f




Mike Tilley — Chief Executive Officer

26 February 2007 gg’%@ﬂ%%ﬁg@?’ AT

‘éww

Challenger Group

31 Decamber 2008

Outlook

Qur contemporary platforms continue 1o build fee based income
streams and our assets and funds under management will continue
o grow

We are commitied o the success of our customers and are
working to build stronger relationships and provide betler service

Continued invesimenis in people, processes and systems

We are commitied to maintain strong discipline in all our activities
We are bringing these disciplines to our Financial Planning
business and the results of this will be seen in 2H08B

We remain commitied {o delivering > 18% RONA from our
businesses and double digit EPS growth in the long term

challenger 4,74
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Stat

Fanilions tH §7 2+ 06 iH a8 2 05 1H 04
income

Met rantal ncome 45 45

Investment income 48 53

Capital gainsitosses)” =t} 23

Movarmeant i pelicy lisbiities =50 %3]

Het investatent income o5 i

Faeg recaived ; 30 280 249

Faes & comspissions paid (118.3) {414 (154 (923

Acguisition sost amortisation

Het fee income
Other incofie

Het income

Expense
Empioyes axpensas 99.7) {85} (5] {7 159
Purchased zervicas 9.1 (K] 1] 3] {5
Occupancy expansa’ (6.5) [£43] i8] {73 {5
IT 16,71 i8) 5] i5) i4)
Oiher expanses {228 20 i (22 129)
Total operating expenses (144.8) {138 {17 (1143 {102)

BEIT gy i) P [ Y

interest & borrowing costs (5.9) (22} {33) {8 9

Het protit before tax

Tax 2.9 (21}

Het profit after tax e e &0 B

Cost iz income 44 B 54.0% 5319 S5 .5%%
EBIT margir: 55.2% 4B.0%% 48.8% 4475
et investment incomea/MNet incoms 44 594 36.9% G485 e
Met fea incoma/MNat mooms 5880 8315 3,19 B1.6%
Other incossa/Met incoms 9.7 0.0% 20 1.40%%
Effective tax rate 24 8% 21.9% 35,59 21.7%
Average net tangble assets 72 630 578 g2z
Return or: nat tanghble azsets B8 23.8% 20.7% 21.24%

B3.0%

47 0%

H2.5%

A7 T

(1%

38.0%

326

17.2%

" Includes reafsed and revaluation movements an investmerst parttafios. Inclides mpact of signiticant tems [2H 08 $1m and 14 08 ${15m)]

and minority infsrssts [1H 07 S21m, 2 06 ${3%x) and 1H 08 $£7m}.
£ 24 08 includes sigrdficant tem of $13m of Hiltor: rent costs.

challenger?

APPENDIX 1

Challenger Group
31 December 2006




Statutory — post tax

APPENDIX 2
Challenger Group
31 December 2006

41

$m 14 &7 FY g8 ZM 08 o8
Challenger Groug
NPAT 130 136 75 &0
Adiustments
Other {non recurring) incomie - {B} (&}
Hitton - 13 13 -
CIF deconsolidation® {39) 48 16 32
Yariahle incentives b {5} {2} {35
Tax effect a {15} s {93
Total adjustments (26) 36 21 15
Adjusted NFAT 104 172 97 76

Funds Management -
Morgage Management -

Asset Management {24)
Financial Planning -
Corporate {10
Yax eftect a8

Total adjustment

Yo B
TH 47 - 1H 08

0%

38%

% A
tH 67 - 2H 08

72%

8%

' Final profit on deconsolidation of CIF post audit review. 1H 07 result of $38m i lower
than $43m indicated in November 2006 discicsure due to underestimation of tax effects.

challenger?
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Statutory

APPENDIX 3

Challenger Group
31 December 2006

Smlions Siat CiF het Biat CiF et Siat CiF Net Siat CIF Mei
Asget Management
Met renlad income 41 . : - a5 46 B 48 49 B 49
frivestment income'™ 10 [T2] 20 118 46 9 55 53 11 &4
Fealised gains® 24 - 79 5E - ft:] 23 - 23
fritarest paid and selling costs A4 o {1023, (53 53] (4a - (48}

Met investmant incorme
Met fee incomae’

Ket ncome

Total aperating expenses
EBIT

Corporate

fnteras! expanee’

{24y

Totat CiF impact Before Tax and Varlable

Incentives (39]_ a6 48 .

167

16 &1 3z =i

" lncarporates significant items and minoefties adjustmeant

1. Challenger share of GIF pafily lnss etene CIF eoudy
Hrive acilly cosls
CIF
Fransaclion cosie

P oo received

2. Datemed nsl gais on seed asseis

3 O mar
3b. CRSL ady

Tt fees elininaied

ry foe

4. Chalierger share of GIF sauity bridgee faciities a 1G 5 5
Brigge mteeslinoome diminsted 1 1 ) 1
i 11 i B

ﬁh@@@ngef@'




APPENDIX 4

Challenger Group
31 December 2006

income
flel rentad incormne 468 46 [:22] 27 28
investmeant incomds 83.7 a0 &0 &7 71
Med realised gains/{losses) 55.7 36 17 15 35
interast paid & selling costs {825} 681} 51l (50) 182)
Met investment incomes 1247 71 213} 48 73
Foas recehvid 330.7 310 et 245 204
Fres & commissions paid {115.3} (111} (104 (®2) {87)
Acquisiiion, cost amortisalion 41,81 B7) o f3T) (32)... 130)
Met fee income 173.5 162 152 126 az
Othar income 24 2 ] 2 Q.
MHet income 300.8 235 213 177 165

Experise
Employee expenses {949.7) Haia] {75) (73] {58]
Furchased services {913 i (14 (8 15
Creoupancy Brpense’ {B.5) {21} (5] 7 15
i {6.7) {6} (=] (= 14)
Other sxponses e 422T) (18} (7. (25) 120]
Total aperating expensss 14473 (1358} (117) (118) {83)

_— £ 5 36 e | B

inferest & borrowing costs {543 {221 {13 (&) {=)

Net profit before tax e 1800 B . 8BS 53 63,

Tax 125

Mot profit after tax 58

Cost o hicome 48.1% 57.3% 544.8% 65 5% 58 5%
EEFT margin 51.9% H2. 7% 45.2% 34 5% 43.5%
ped investment income/MNet incoms 41.5% 30.2% 25.8% 27 7% 44.2%
ded foe incomeMet income 57.7% £58.9% T1.7% 714 % 55.8%
Other incomeadded income 0.8% 0.9% 2.4% 1.2% 01%
Efactive tax rale 24,855 25.5% 30.1% 24 5% 2B.5%
: Challenger adopts modifiect historic cost accounting basis for reporting the operations of the Life company within the Asset @ h @ E E@ E‘E g@ gl
43 Management division. Al other aspects of Challsnger's Hnancial reporting are per AIFRS, -

7 BH 06 includes significant item of $13m of Hiton rent costs,




result
Historic Cost — pre tax

APPENDIX 5

Challenger Group
31 December 2006

St
Challenger Group
NPBT
Adjustments
Other {non recurring} income
Hilton
CHFtnexus
Variable tncentives

Average realised gains’

Total adjustments

Adjusted NPEBET

Funds Management
Mortgage Managemert
Asset Managemient
Financial Planning
Corporate

Total adjustment

1H 07 FY 06 2H 06 1H 08

150 161 78 83

. =) . (5

- 13 13 -
(23} o7 13 14

5 {3, 2) (3.
(18} 30 24 &
(24} - {7) 7
G 30 e =
e o o éé_

. (3 - (3}
{32} 1 (1) 12

- {3} - (3
{10} 24 ig 8
{42} 30 17 13

%
tHEY - 1H o8

81%

13%

%o L
1H 07 - 2H 08

91%

13%

* Actual annual realised gains split 50/50.

44
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APPENDIX 6

Challenger Group
31 December 2006

consoli
Historic Cost

Gmilfions HE CiF Net HC CiF et HE CiF Net HC CIF Met
Asset Managemert
Met rental income 47 - 47 g8 - a8 48 - 46 49 -
Invastment incoma"™ B {BY 1A 100 11 i1 a0 g fot:) A} 3
Reatised gains’ 57 {4} 53 53 4 57 38 - 36 37 4
Interest paid and sefling costs (63) (630128} e A122)(BY) VR 2) -
Net investment income 185 {12} 113 126 18 141 71 8 &8 7
Meat fee income® e i 21 51 1 g2 3 . . 3} 1

et income

Total operating expenses

EBIT T G G T i 156 % § i 5 i &
Corporate ) ; .

Interest expense’ () (10} {16} {35) 11 (24) (22) ] 7 {13) B 7
Totat (IJEP impact Before Tax and Yariable (23} 75 a7 fin 13 a4 14 .
incentives

" incomporates significant itermns and minorities adiustment

1. Chaflenger share of CIF {prefio)d ioss pelore CIF eouity

Bridge [sciity sostis i {2 53]
CIF disribugion receivad 18 14 &
Transaclion Cosis - -
1% & 3
z Deferred nel gsin on seed seeels 4 4 B 4
3. CIF managemans [ees skminsed T“" 1 M 1
£ Chzilenger share of CIF squity bridge lacililies 2] | Is] s} &
Bridge inlerest insame aliminsted 1 i v 1
10 11 5 i)

challenger




APPENDIX 7

Challenger Group
31 December 2008

Statutory net profit after tax 130 75 80 65 55
Hecurring Hems
3 Subtract excess of movernent in fakr value of
investment portfolio assets over accrued 18 (24) (1% (15) (71)
investment income under historic cost
i) Add excess of movement in fair value of
policyholder/annuity liabifiies over accrued (1% {8) {12} (5} 45
annuity interest under historic cost
i) Other (4) 15 (8) (4} 9
Mo recurring items
b} Subtract borrowing and financing costs of
investrent properties which are amortised - - - {G} {2}
under historic cost
v) Asset Management fees not reported in i i 14 ) )
statutory result
vi} Change in fair value of CGIF hedges excluded . 1) i5 ) )
from historic cost
i} CHF deconsolidation (16} - - - -
(23} (18} {7) {30) {19)
Tax effect of items above 6. e 5. 5. 9
Historic cost net profit afler {ax 113 58 58 48 45

ﬁfﬁ
. challenger? e




APPENDIX 8
: Challenger Group

CIF deconsolidated 31 December 2008

Assols
Cash & cash squivalents F.429.2 3B8.8 465.9
Raceivables 286.3 363.8 258.2
Darivative Assels 1641 6.7 -
Financial assets fair valued through income statement f.218.0 903.6 810.8
infrastructure Irvestrments 554.9 £535.3 678.2
Other financial asssts 12.0 i0.g 1.8
investmsnt propartiss t,452.2 1.800.7 1,779.4
Fixed assets 7.0 8.5 i4.8
Securitised assets 20,0438 19,667.9 18,2704.9
Deferrad lax asssts 15.2 7.3 5.7
investment accounted for under the sauily method 7.3 6.3 8.3
Goodwill 557.0 552.8 564.0
Other intangible assets 15.4 A 18.2
Ofherassets L AB2T LERYR ...1938
Total agsets 25.808.1 24.590.8 23,0764
Liabilities
Payables 350.2 5B2.0 508.0
Derivative labilities 16.3 749 -
Financial kabilities fair valued through income statemernd 0.6 8.4 -
fmterast bearing liabilities 1.247.4 6357 791,14
Securitised labilitiss 20,0637 19,680.2 18,189.9
Provisions 47 .1 64.3 -
Deferrad lax labilites 155.6 136.56 738
Life insurance contract liabitities 88.2 911 a5.4
Life investrent contract abiities 224 2,047.3 -
Life insurance policy labiltiss 2.239.3
Total lizbiities '
Net assets 1,330.6 ' 1,266.3 11789
Shareholder eguity
Contributed equity 1.260.4 1,244.0 1.237.7
Raegorves 81.9 6.6 BG.B
Retained profits/{losses) 1.7 (61.8) {142.8}
Total equity atiributable to sharsholders 1,434.0 1,256.5 1,375.7
Cashilow hetlge reserve - 5PV (9.9) {12.3) (8.1}
Mirorily interests 8.5 38 13
Totat equity 13328 1.260.3 {789 challen ger f
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Excluding SPV cashflows

APPENDIX 8

Challenger Group
31 December 2006

$millions 1H 07

Opening cash balance 426
Operating cashfiows 60
Investing activities {1)
Financing activities 502
Heclassification 23

Exchange rate fluctuations -
Cash acquired on acquisition

Closing cash balance 1,009

Available cash balance’ 88

2H 06 TH 06
533 496
63 (49)
139 (1,365)
(320) 1,456
- (6)
(1) 1
426 533
62 79

i

Excludes cash balances within the Life company statutory funds.

ﬁhﬁN@ﬁg@g§@%
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APPENDIX 10

Challenger Group
31 December 2006

Mumber of shares a7 2H 06 1o 24 65 1H 06

Ordinary Shares: Quoted (CGE)
Opening 544,767 540 537,817,717 534,269,048 528,441,048 2,.866,703,735

Additions (+)
i) DRP G 37,823 530,66% { &
H LTI 5,336,000 6,478,000 3,548,000 5,828,000 3]
#) LTHP shares bought back & cancelled O O {430,000 0 O
Reconstruction {3:1) A | O o O (2,338,262,687)
544,767,540 837,917,717 534,069,048

closing eI B R B S s ks e

Weighted average number of ordinary shares’ 548,042,529 540,092,865 536,671,560 526,406,178 518,846,086

Long Term Incentive Plan
Opening 47 836,000 49,114,000 43,962,000 45 860,000 44,880,000
Additions (+) 5,850,000 4,900,000 8,700,000 3,910,000 1,000,000
Subtractions (-} (6,336,000) (6,478,000 (2,548,000 (5,828,000 0

Cloging 47 750,000 47,536,000 49,114,000 43,962,000

Options
Opening £0,000,000 £0,000,000 60,000,000 £0,000,000 60,000,000
Additions (+) O O it 0 0
Subtractions (-} L S S L SR 0
Closing B T W R KT Ry T T R T T R :

Weightied average number of shares for dilutive purposes’ 558,670,750 551,558,029 554 403,823 528 297,989 518,246,096

' Waighied average number of shares for 2006 have been restated to reflect annual staiutory financial report.

challenger s 2




APPENDIX 11

Challenger Group
31 December 2006

Introduction of a contemporary long term incentive scheme introduced with ability to acquire
shares on-market to avoid dilution

Class of securities: Options
Initial number of options fo issued: 7.6 million

Principle terms:
Options over Challenger shares with an exercise price of $4.00. There is no consideration payable
for the grant of the options
Options vest after a four year vesting pericd subject to achievement of the performance condition(s)
and continued employment with Challenger
Options only fully vest where either compound annual Basic EPS growth over the performance period
is 10% or greater, or the TSH for Challenger is greater than or equal to the 75th percentile of the S&F
ASX 100 comparator group of companies at the end of the 4 year vesting period. I neither of those
measures is satisfied, half of the awards vest where TSH for Challenger is greater than or equal o
the median of the S&P ASX 100 comparator group of companies at the end of the 4 year vesting
period. i this is not satisfied all options lapse
Whaere options vest, they must be exercised with 60 days, ctherwise they will also lapse
Options generally lapse on termination of employment other than under special circumstances such
as redundancy

Purpose:

Satisfaction of awards made under the Challenger Performance Plan to ceriain Key value generators
of Challenger

We will seek approval of the scheme from shareholders at our Annual General Meesting

challenger £ 2
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APPENDIX 12

Challenger Group
31 December 2006

Half Year

Basic - reported slatutory
Basic - historic cost

Dituted - reported statufory
Diluted - historic cost

1HG7

237
20.6

22.9
20.2

2H 08

13.7
10.8

13.1
10.6

1M 08 2H 05 1H 05
11.2 12.4 10.6
10.8 7.6 8.6
10.5 12.3 10.6
10.8 7.6 8.6

Half Year

Cenis per share

THOY

5.0

2H 08

5.0

1H 08 2H 05 1HO5

25 5.0 O

Rale

Statutory

EY 0F

W

EY 08

Y 05

24%

** Board approved dividend policy Is for an annual payout ratio of a minimum of 30% of statutory profils.

51
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APPENDIX 13

Challenger Group
31 December 2008

Financial Debt’

Corporate facilities and other 160 120 262 -38.9%

QOperating Leverage®

MM - NIM Facility 230 230 180 27.8%
AM - Senior property debt 480 287 358 34.1%

AM - US Subordinated debt 187 0 0 RN/A

AM - Whalesale annuity 50 50 0 100.0%

Gearing’

Available cash (31 December) 88 62 79 11.4%

Net debt’ 72 58 183 -50.7%
Book equity 1,338 1,247 1,147 16.7%

4.7% 16.0% -66.3%

Neat debt / Book equity
Net debt / (Net debt + Book equity) 5.1% 4.4% 13.8% -62.9%

‘Hecourss to Challenger Financial Services Group.
*Non recourss to Challenger Financial Services Group.

“Gearing ratios are bassd on financial {recourse) debt,

‘Mot debt is after available cash is deducted. @E“‘g@ E E@ E"E g@ g‘ A

iy 3
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APPENDIX 14

Funds Management
31 December 2006

income
Net investment income 0.0 G o b O
Fees received 7oA 65 52 44 az
Fees & commissions paid {15.0 {15) {i2} {10} {t1)
Actlisition cost amortisation 6.0 O o . ..B 0
Net fee income 55.1 50 89 35 21
Otherincome 0.0, oS A0
Netincome e By . T T
Expenses
Empioves expenses {23.9) {21) {22}
Other (14.3) () .48
Total expenses (38.2) (33) {35)
EBIT 16.9 18 7 (5) {3

Cost to incorne 59.4% 64.9% 838%  1169%  113.5%
EBIT margin 30.6% 35.1% 16.1%  (16.9%) {13.8%)
Met fee incorne/Nel incorne $00.0% 98.4% 94.0% 96.1% 99.5%
Other incorne/MNet intome 0.0% 1.6% 5.0% 3.9% 0.5%
Met assets ($m) 135 131 131 77 T
RONA (annualised) 25.0% 27.0% 10.2% -15.8% -T.E%
Average funds under managerent ($bn) i4.2 12.4 1.3 - -
Expressed as ratio of average FUM (bps analysis)
Fees received 44 52 485 - -
Fees & commissions paid {11 {12) {11} - -
Otherincorne S S 1 .... 2 B - -
Net incomea 39 4% a7 - -
Expenses (27 {26 {313 - -
EBIT iz2 15 o - -

challenger

5 foThe acquisition of HSBC Asset Management business ocourred in April 2005,
_ Haif on half data annualised. 2005 figures not comparable due o impact of HSBO acguizition.




APPENDIX 15

Mortgage Management
31 December 2006

$millions 1HO7 2HG8 1H 06 2405 1H 05
Incume
et investiment Income 0.0 G 0 0 G
Fees received 151.3 145 137 122 113
Fees & commissions paid {37.0} {37} (37) {33} {32)
Acguisiton cost amortisation e B3n LB {32) . {30)
Het fee income 72.4 71 63 57 51
Other income 00 . L 0. LA 0.
Netincome s s e g =
Experises
Employes axpenses {206.9} {21}
Other (8.5} {8
Tolal expenses {29.4) {29
EBT 43.0 42

Cost o income 40.6% 40.8% 42.9% 40.4% 47 1%
EBIT margin 59.4% 59.2% 57.1% 59.6% 52.9%
Net fes income/Net income 100.0% 100.0% 100.0% 100.0% 160.0%
Net assets ($m) 412 380 366 324 324
AONA {annuadised} 20.8% 23.3% 20.0% 21.0% 16.7%
Average loan porticlio (Sbn) 213 20.2 19.0 17.9 16.8

Expressed as ratio of average
porticlo (bps analysis)

Fees received 142 144 144 136 135
Fees & commissions paid (35} {37} (38) {373 {38)
Acquisition costs N ) S -2/ I (39)....436) . (36)
MNet margin &8 7 66 64 &1
Expenses (28} {29y (28) (26} (29
EBIT 40 42 38 38 3z

., challenger 4
. Half ory Half data amualised.




APPENDIX 16

Mortgage Management
31 December 2008

$milfions 107 241 08 14 06 25 05 1H 08
Income
Mei investiment ncome g.0 0 o o o
Fees received 140.4 133 126 112 102
Feas & commissions paid (37.0% {37} {37 {33} {32}
Acquisition cost amortisation {41.9} (371 {37} {32} {30}
Net fee income 615 59 52 47 40
Gther income 0.0 0 . 0. 0. 0
Net income 515 59 52 47 40
Expenses
Employee expenses (18.4} {18} {16} {14} {14}
Other (7.0) (7). () ). (6).
Total expenses (25.41 (25} (23} (20} {20}
EBIT 361 34 29 27 20

Cost to income 41.3% 42.4% 44.2% 42.6% 50.0%
EBIT margin 58.7% 57.6% 558% 57 4% 50.0%
Net fee income/Net income 100.0%  100.0% 100.0% 100.0% 100.0%
Average loan portiolio ($br) T T EE e Y

Expressed as ratio of gverage
portfolio (bps analysis)’

Fees received 151 150 153 144 142
Feegs & commissions paid {40} {42} {45} {43} {45}
Acguisition costs {45} (42) {45} {41} {42}
Net margin 86 67 &3 61 56
Experses @7)....428) (8 (26)  (28)
EBIT 39 38 35 35 28

challenger % 2

e | - Haif o Half data annualised



APPENDIX 17

Mortgage Management
31 December 2006

Smitlions TH 07 24 06 1H 06 2605 105
income
Met Invesiment income 0.0 0 5 0 ¥
Fees received 10.9 12 11 160 11
Fees & commissions paid 0.0 0 0 0 0
Aoquisition cost amortisation —,—n0gQ 9D
Nei fse income 10.9 12 11 160 11
Other income 0.0 o G Y 0
Met income 10.9 2 11 10 1
Expenses
Employee expenses (2.5} {3) {3) {2) {3}
Other (1.5) {1 (1. (1 (1)
Total expenses B .2 B (B (4} {3} (4)
EBT 5.9 8 7 7 7

Costto income 36.7% 33.3% 36.4% 30.0% 36.4%
EBIT margin 63.3% 66.7% 63.6% 70.0% 63.6%
MNet fee income/Net income 100.0%  100.0%  100.0% 100.0% 100.0%
Average loan portiolio (§b1) R T 55 54 e

Expressed as vatio of average
portfolio (bps analysis)’

Fees received 21 96 90 82 g2
Expenses 80y 82y 83 23} . 33
EBIT 51 54 57 58 58

=

challenger &2

56 ‘ : BAL
- Half on Half data annualised
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e

Net rental income
investment income

Capital gains/{losses)!
hMovement in policy liabilites
Betf investrnent ncomes
Foes recaived

Faoes & comnmissions paid
Acoglisition cost amortisation
Hef fe incoms

Gther income

Hef income

Expanses
Ernployes axpensas
Other
Tetal suponses

BT

Coat to incomea

ERIT margin

Met investment incomie/Net income
Met fae ncoma/Nat incomes

Met assets (Bm}

FOMNA {annualised)

Avarage investment assets ($m)

MNet investment incomes/Averages investmant sssels

407 48 49 a4 30
140.0 45 53 69 71

23,8 58 23 29 107
{(43.8) {53 (49) 55} {107}
95 76 76 101

21 16 14 1

0 0 0 o

a.. ... 0. g

21 16 14 1

0 0 9 o

116 oo 99 102

{31.5) {22} (183 {16 o))
(75) ) ) G T—))
_____________ (390 @9 (28) @3, (4
T g g G o

23.0%

7T 0%

F70%

23.0%

883

28.6%

3,210

8.2%

25.0%

TE.0%

81.8%

18.1%

EEE

25.4%

3,087

8.2%

27.2%

TEBY

52.8%

T 4%

686

5%

3,078

4.9%,

25.6%

T4 A%

Bed.4%

15.8%

H2E6

21.4%

3,104

4.5%

137%

86.3%

B4.G%

1.0%

526

28.1%

" includes realised gains and revaluation movements on investment portfolios.

APPENDIX 18

Asset Management
31 Dscember 2006
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APPENDIX 18

Asset Management
31 Dscember 2006

Smillions M o7 2 06 tH 08 24 05 14 08
Income
MNet rental income 46.8 46 49 27 28
Investment intorme 83.7 50 50 &7 it
MNet realised gains/{losses) 56.7 36 17 15 36
brerest paid & selling costs {62.5) {61} (B1) [§=10] {52
Net investment income 124.7 7 ' ;
Fees received 223
Fees & commissions paid 0.0
Acquisition cost amortisation I A
Met fee income 223
Other income o 49 B 0
et hoome e T T
Expenses
Emploves expenses {31.5) {22} (18] {16} {9
Other (2 N T A 7o (5),
Totalexpenses @) ) s R )
EBY T08.0 63 =] 40 ]

Cost to income 26.5% 31.5% 29.4% 36.5% 18.9%
EBIT margin 73.5% 68.5% 70.6% 63.5% B1.1%
Net investraent incomeiMNet income 84.8% TT.2% 64.7% 77.8% 98.6%
Net fee incomsiNet income 15.2% 22.8% 35.3% 22.2% 1.4%
Net assets ($m) 7a7 561 56t 483 483
RONA (annualized) 30.5% 22.5% 21.4% 16.6% 24.8%
Average investment assets (5m) 2870 2,857 2,865 2848 2,836
Net investrnent incomeiAverage investrnent assets H.4% 5.0% 3.8% 3.4% 5.19%
- {exciuding realised gains} 4.8% 2.5% 2.7% 2.53% 2.6%
k Challenger adopts modified histaric cost accounting basie for reporting the operations of the Life company ﬂ E“‘g @ E EQ E"‘E g@ g‘

g within the Asset Management division. Al other aspects of Challenger's financial reporting are per AIFRS.




APPENDIX 20
Asset Management
31 December 2006

$millions Stat HC & Stat HG A Stat HC A&
Cash 862 862 - 349 349 - 396 396 -
Debt investments 955 958 {4} 728 726 2 900 892 8
Equity and other invesiments 73 68 5 50 53 (3) 104 82 22
infrastructure investiments 565 509 56 409 391 18 301 299 2
Net property investments e B A9 Ase SIS st 228 422 1235 187
trvestment assets 3,368 3,131 237 3,051 2,808 242 3,123 2.904 218
Goodwill 88 B8 S 88 ....588 88 .58, -
Total assets 3,456 3,219 237 3,139 2,897 242 3,211 2,992 219
Policy liabllities {2,101 (2,087 {44} (2,138} (2,072) (66} {2,23%) (2,178} {63}
Other liabilities e 1480 (458) ...(22) (18 (118) S 1) NN 1.2 I ()
Teotal labilities {2.581) (2.5158) {66} (2,256) (2,190) (66} {2.383) (2311 {72}
Net assets a5 o4 7 T S5 75 a5 68‘1 ................................... 147
Debt included n net property investments® {538} (518} {21} (287) (261) {26} {358} (335} {23
*31 Dec 06 figures includes $480m of senior property debt.
e
challenger % &
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APPENDIX 21

Financial Planning
31 December 2006

Smilllions 1M 07 2H 06 1H 06 28 05 1H 08
Income
Het Total nvestment Income 0.0 0 0 0 0
Feas recelved 7.1 80 75 69 63
Fees & commissions paid (63.3) (58) {55} {49} (44}
Acguisition cost amortisation LLBo 0 O . 0 8
Met fos income 23.8 21 20 20 19
Gther income 04 Gr 3o 1 0
Het Income ST T P o 5
Expenses
Employee expenses {10} (10} (10}
Oher 008 L@ {7} 6 ... 0
Total expenses {17} {15 (19)
EBIT 5 5 (0}

Cost to income 86.4% 91.5% 76.3% 73.7% 101.1%
E8IT margin 13.6% 8.5% 23.7% 26.3% -1.1%
Net fes income/Net income 98.3%  103.8% 88.6% 96.6% 100.0%
Other income/Net income 1. 7% -3.6% 11.4% 3.4% 0.0%
MNel assets {($m) 146 144 144 130 130
RONA {annualised) 4.5% 2.4% 7.5% 8.3% -0.3%
' - The acquisition of Associated Planners ocourred in August 2004. ﬂh@&é@ﬁ%@%’ ﬁ%’%%

o i 2, A
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APPENDIX 22

Corporate
31 December 2006

$millions H 7 2H 06 1H 06 2H 05 1H 05
Income

Netnoome e X Em— G G 5
Expenses

Employee expenses {13.3) (11) {9} {8} (8)

Other expenses’ S .5 R .- T <2 O 4 § DU 4 1-))

Total expenses o (17.3) (30) (12) (9) (21)
- — RS & s | o8 G
Interest & borrowing costs® (5.9) (22) (13) (8) (9)
Net Profit | (Loss) Before Tax’ {232)(52){25)“?}{30)
Headcount - FTE® 996 958 926 901 870

* 2H 06 has been restated fo:
-include the $13m Hilton relocation provision; and
-exclude the release of a general provision under Historic Cost booked
in Corporate, as it was not attributable o Asset Management.
# Interest includes $3.3m on CIF gain.
*FY 05 has been shown post IFRS adjustments. The impact on Corporate in 2005 was $6m.
* FTE numbers include permanent and part ime employees, contractors, temps and sole traders.

challenger £ 2
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APPENDIX 23

nt Challenger Group
31 December 2008

ssets, Loans

Asszet Management
Agsets managed for the Life company

ProperEyT 916 1,515 1,422 1.329 969
Debt investmenis (inciuding hybrids) & cash 1,729 1,055 1,284 1,124 1.887
infrastructure asssts® 560 409 301 344 271
Equity & other 100 97 108 153 104
Sub total 3,314 2,076 3,118 2,850 3,011
Furnds

CWY 306 295 258 288 273
ois]} GA0 - - - -
Unlisted Funds 274 - - - -

CHF (adjusted eg value)
Bub total funds
Total - Assets under Management

Mortgage Managemendt

Residertial 18775 18,258 17,150 16,033 15,081
Commercial o 2B20 L oBA3 L EBIE B3R 2,486
Total Mortgages under Management 21,585 20,801 19,705 18,4719 17,547

Funds Management
Funds under management” 15,487 12,868 11,943 14,579 8,916

Financial Planning

Funds under administration 2,093 1,814 1,833 1,742 1,744

Funds under advice® 5,582 4,940 e ; -

Total furds under Adminiastration and Advice T BTG 6,854 1,833 L . ST L .
Adfustments” (3,682) {2,801} {2,715} (2,438)

Total assets & loans under managementadmin. 46,375 41,487 34,554

1: Net senior debt
2: Including Life investment in CiF
3: includes $523m for Segragated Boutigue Mandates

4: Adiustments reflect the prevention of double counting of cross
hoidings of Commercial Lending {32.620) and Life Company

T Specialised Funds $588m < h d E EQ n g@ r
62 - Unlisted Funds $274m )
51 Funds under advice that essn on-going revenue




APPENDIX 24

Challenger Group
31 December 2006

120.0 - — 70%
100.0 4 1 60%
1 50%
80.0 -
e L 40%
S
= 60.0 -
£ 1 30%
o
40.0 4
1 20%
20.0 - 1 oo
0.0 - 0%

1H 05 2H 05 1H Q6 2H 06 1H 07

7 Base employee expenses Increase in salary & wages

1 lncrease in variable compensation —e— Expense to income ratio

challenger £ 2
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Funds Management division

Financial Planning division

Met rental income (AM only) Giross rerfal income less tust expenses, financing costs directly associated with property, less management fees and
performance fees

Healised gains (AM only) The net profit/loss) on disposal of invesiment portfolio assets less fees

. Net investment income (AM Met rental income + Investment income + realised gains less interest paid and selling cosls
. only)

Fees & commissions paid MM — trailing expenses paid to mortgage originators. Accounted for on an accruals basis with cash flow closely aligned
to accounting freatment.

FM — upfront and trailing expenses paid o financial planners and advisers
FP — commission represents Financial planners share of gross brokerage {Genesys) and commissions (Synergy)
AM — note: included In inferest paid and selling costs

challenger % 2
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ssary

Foes & commissions paid M — trailing expenses paid fo mortgage ofiginators. Accounted for on an accruals basis with cash flow closely aligned to
accounting treatment.

FM — upfront and tralling expenses paid 1o financial planners and advisers
FP — commission represents Financial planners share of gross brokerage (Genesys) and commissions (Synergy)
AM — note: included in interest paid and selling costs

Met fee income Fees received less fees and commissions paid less acquisition cost amortisation

Net investment income + Net fee income + Other income

. Other expense Urless disclosed otherwise, all non employee expenses.

challenger % 2




- Net Assets An approximation of the net capital utilisation in sach division.
: Net Assets {and RONA targets) are reset as at 1 July in each financial year.

Policy liabilities are the Habilities held in respect of future obligations o owners of life investment
contracts issued by CL2, calculated in accordance with Actuarial Standard 1.04 Valuation of
Policy Liabilities

Assels Under Management Total value of revenue generaling assets that are managed by the Asset Management business.

Funds Under Advice Total value of revenue generating funds in respect of which the Financial Planning business
rovides investment advice

challenger % 2
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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. I is information given in summary form and does not
purpori io be complete. 1 is not intended 1o 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.
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