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31 Dacamber 2608

Challenger strategy

To be an innovative and contemporary financial
services organisation

Based around:
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Challenger Group

31 Decamber 2008

Contemporary business delivering value
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Chatlenger Group

31 Decamber 2608

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 28.7 ¢ps up 112%
interim dividend of 5.0 ¢cps fully franked
~40% equity stake in Homeloans

+ Transfer of $2bn Metlife Annuities Portfolio

A
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Chaltenger Group

31 Decamber 2008

Creating value for shareholders
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Key performance trends
Statutory
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Chaltenger Group
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Growth in divisional contribution to EBIT
Statutory/Historic Cost

EEIT Stanutory EBIT Historic Cost
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Divisional Performance
21 December 2066

Divisional contribution

$16m

Funids Management

Mortgage

o,
Managermnent $42m T 2:4% T
$&7m i3 50.6% i3

Asset Management

$2m & 50.4% 1

Financial Planning

‘3 51.0% i

{$30m)

Corporate
Group EBIT ” G- 1 51.7% i3
NPA; $75m i 73.3% hig
" -annualised challenger ?;;«;—‘2

Zzs at 1 Judy 2006

Funds Managemend

31 December 2008

Key performance trends
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Funds Managemend
31 December 2006

Alpha performance building momentum

Continued solid alpha
generation:

across asset sectors
across strategies

Strong growth against
industry FUM illustrating
distribution footptint
continuing to broaden

Continued growth in "Buy
ratings and platform
presence
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Key performance trends
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Morigage Management

21 December 2008
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Mortigage Management

21 December 2066

Cyclical macro environment

Fepaymente & discharges versus fixed rate lending

Slowing growth driven by 25

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

- Concern over
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Challenger flow by slate - versus AFG (market proxy)

- Underweight the market
of Western Australia
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Morigage Management

21 December 2008

Equity stake in Homeloans

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

----- Initial tranche of 8.3m shares at 80 cents per share
----- Subsequent tranche of 31.7m shares at $1.20 per share
subject to Homeloan shareholder approval

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

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

L
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Key Performance Trends
Statutory
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Asset Managementi
21 December 2066
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Asset Managementi
21 December 2008

Fee business gains momentum

Creating key platforms for
growth with continued
product roll out & re-rating

CDI
CIF second installment
Linfisted property

I3
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Growth in fee income
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Asset Management
21 December 2066

Transtfer of MetlLife Porticlio

Metlife Insurance Limited (‘MetLife’) will tfransfer its Australian
annuity, allocated pension and personal superannuation

portfolio to Challenger

The portiolio is almost $2 billion

Supporting assets include:

- Approximately $1 billion investment grade fixed income assets; and

----- Nearly $1 billion cash
24 000 policies in force

Extends Challenger’s distribution MetLife's 1,000 planners

Cn transfer of agsets and liabilities to Challenger Life No. 2
('CL2") will record for accounting purposes approx. $46m of
goodwill and incur a one-off restructuring charge of up to $10m

on completion

challenger 4,74
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Aszet Management
21 December 2008

Committed participant in the annuity market

Total size of annuity funds 31 December 20066

Cthar
8%

Challenger
7%

-

BT {ex WBO)
8%

13%

AXA
1%

Comminsure
13%

18 T Plan tor Lite 31 December 2006

. ifatlife

Transter will strengthen
Challenger’s position in the
capital guaranteed pension
sector

Challenger a commitied owner
of the portfolio
- Provides an atitractive

investment portiolio that
complements existing book with
no mortality risk

Cost-effective funding — below

bank bill rate

Additional funding for pipeling of

irnvestments

challenger £ %
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Aszet Managemeni
31 December 2066

Enhanced financial strength leverages capabilities

Asset Management has capabilities to oplimise yield from assets
Increased balance sheet scale leverages Asset Management's
skills and capabilities

- Origination

- Structuring

- Transacting / Managing Assels
Assel Management’'s acquisition capability doubled
Increased capacity to build opportunities with Challenger’s
specialised funds business
Core capabilities to optimise the investment yield from these

assels - proven frack record - demonstrated by return generated
with CL2 over the past 3 years

challenger i{%«;z

F%mnciai Planning

Repositioning financial planning - initial steps
towards 2009

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

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

Roll-out of review changes to
reposition the business -
commaencing 1 July 2007

Remain committed to reaching
18% RONA target by 2009

Alignment of
gliont, advisor
arved
shareholdor
gosals

challenger i{%«;z




Chaltenger Group

31 Decamber 2008

Capital management disciplines

- DiSCipimed ap{}foaCh o Uividends - cents per share {ops)
deployment of capital

- Priority for usage of surplus 120 ® Payout ratio o
continues 1o be investment in ool T 0%
businesses generating RONA of oo

# Payout ralio

18% or greater 8.0

- Minimum 30% annualised
dividend payout ratio policy
- Conservative gearing 1o ensure 4.0 1
financial flexibility
= 2007 Interim dividend declared
- 5B cents per sharg 0.0

fully franked

paid out of profits for the period
ended 31 December 2006

.0 4

2.0 4

20045 2008 1507
®AH s e Payout rafio (RHS)

e
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Chatllenger Group

31 Dacamber 2608

Outlook

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

We are commitied to the success of our customers and are
working to build stronger relationships and provide better service
Continued investmenis in people, processes and systems

We are committed to maintain strong discipline in all our aclivities
We are bringing these disciplines {o our Financial Planning
business and the results of this will be seen in 2H08

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

5
challenger §;
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challenger

Financial highlights

Statutory

Assets under $41.5bn

Managemant
Met Income $257m
Expenses $120m 5117m

EBIT $118m $103m

_-}ietam on net tangible
assets (RoNTA)?

NEAT £75m

23.8%

EPS hasic cps 13.7

EPS diluted cps 13.1

- refer appendix 2 for analysis of the profit result allowing for CIF impacts and other adjustments in each of the respective

periods

2. adjusted to rermove OF minorities in 1508 and 2H06

Challenger Group

31 Dacamber 2608
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Chaltenger Group

31 Decamber 2008

Financial summary
Statutory
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Challenger Group

31 Dacamber 2608

Financial highlights

Historic cost

MNet ncome $235m

$135m

T refer appendix & for analysis of the profit resudt allowing for CIF impacts and other adjustments in each of the respective
pefions

A
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Financial summary
Historic cost

Chaltenger Group

31 Decamber 2008

156
148
{28)
108 1
B0 4
MPAT tHOG Heat lncome I Experses tnterest I Tax HPAT 1HO?
challenger
Chaltenger Group
31 December 2808
Key performance trends
Historic Cost
350 - - 704 8049 350
b 300
50.4 +
F 250
40.4
5 g g
5 - 30,0 0 &
koo
20.4 -
=]
0.4 N+

0 -
1HC5 205 HHO6 2HOE =07

21 Income Experses

v NP AT —e— Cost Lo insome ratio (RHS:

i}

1HOE 205

Azsets under management

—k— Mt lnceme iRHES;

1HOE 20166 I

unds under advice

challenger i:g,.f’




Funds Managemend
3 December 2008

Strong FUM flow underpins result

Funds under

$12.9hn i3 20.2% 1

M an ag emeniT ..........

Net Income $50m 10.0%
Expenses 156.2%
EBW ................................. -~ o
HONA -~ o

Mot Assets? $131m

T includes bouticue partnershins segregated mandates of $523m

5 ces o A
- annuadised CE"E&EEGH%Ef i{afz
25 % .gsat 1 Judy 2006 %gyl

Funds Managemend
1 December 2008

gnificant progress in diversification of growing
M

Funds under managernent

18.0

FUM building well 160 sSagrmg

14.0 1 Einstituionst

- 43% CAGR since 2004 120 @A
THO7 growth of $3.6bn & o

6.4
(30%;) to $15.5bn .
2.4
5.0 1 . . . .
. g \ 1HOE THDS THIB I 1HOT
Diversitication
FUM by zsaet closs - Jun 2003 FUM by asset class - Dec 2008

By asset sector
By business strateqy
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Alarsate Eived

irlarest &
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Rﬁtaif [mer:u. ﬁa;:
Institutional lsetor_%
80 uﬁ q ue Fi‘{ W\zftl-s.ecior
Partnerships’ e M?{ilff s/
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Ve gurrently includes Fae Ooeans, Kinetic, Gresncape and Kapstearn Capitsl {20 be launched in 2HOT)




Mortgage Management

21 December 2066

Established and resilient portfolio

Residertial morigages

under managament $18.30n

& 2.7% 1

Commercial mortgage

under management $2.6bn

& 7.7% iz

Net Income $7im 1.4% s
Expenses $29m @ .0% &
EBIT $42m & 2.4% T

23.3%

MNet Assets? $380m

T Lannualised
Zzs at 1 Judy 2006
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Asset Management
21 December 2008

Focused on quality assets
Statutory

Assets under
Managemeni

i 43.2% i

46.6%

$3.7bn

Net Income

RONA

MNet Assets?

T annuagised
Zeoagab t July 2006 CE‘"E&EE@H%EE’ fiﬂ"“«“—“
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EBIT Contribution

Statutory

Asset Managementi
21 December 2066

1684

& mition

EBIT 1H08

Mot rentals & Capiisl gains Anruity Met fae
yields vatuations inmorme

Expenses EBST 1HOT
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Asset Management

Historic Cost

MNet Incoms

Asset Management
21 December 2008

$92m $85m gy 58.8% i
...... oo : - o :
$63m B . o . .

Met assets?

E561m

T annuagised
Zeoagab t July 2006
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Asset Managementi
21 December 2066

Asset Management

Historic Cost

140
106 4 {14
=
G s0-
£ o
&
The CIF deconsoidadion
40 freome components are:
+ drwvesiment income $8m
+ Fealised gains $4m
28 + Fees received $1m
G T T T T
EBIT tHO6 Invest. Fealised inferest paid Met fes Exponses EBT 1587
income Galng & saiiing neoma
cosis
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Asset Managementi

Spread business securing opportunities
for continued growth

Fialized gains replenished

. - 3
Active investment strategy | srowsscomoigas
wilinreatised capitat gains (cemulative)
focused on total return o |

- Continued capital growth R
Realising opportunities 1o
source alternative capital to
secure continued growth s 2v0s
aﬂd iower Weighted Change in capital sources

THEA BHG THIY

average cost of capital 1:::
+ $200m property B s
leverage 250

+ US$150m sub-debt o . '

i Bty # Subsrdinated debt {regutatory caplial)

Eo
challenger {4




Asset Management

MetlLife transaction overview

21 December 2066

Assets and labilities will be fransferred under Part 9 of the

Life Insurance Act
Targeted to complete on to 30 June 2007

The transfer also involves Challenger taking over all the
shares of Metlife Trustee Pty limited (the MetlLife

Superannuation Trustee)

Economic exposure to the assets and policies will not be

transferred to CL2 until completion

Agreements in place to govern transition unti completion

Challenger will offer employment to sixteen Metlife
employees and acquire Portiolio adminisiration sysiem

e
challenger 4,

b2

Asset Management

MetLife — liabilities to be transferred

Superannuation savings

A term cedain immediate and accumslation
annuity providing a regulay Allocated pension plan produst. Aso
income or a selected term - provides & regular accormmadates those
in exchange for an initial  fcome in refirement weh wish 1o roll over
investment amoung mionies already
actumulated

1 to 20 years for RCWA00
1 to 25 years for Fesidual
Capitaé Value ¢ (RCVD)

1 1o & years (fixed 1 to 5 years {fixed tem
term opticn aniy} nption anly)

21 December 2008

A long-term mait phase
peracnad retiremant
acoount, no longer open
o new Investments

1105 years {fixed tarm
option oy}

+1,100

v
challenger {4




MetlLife asset allocation plan

CL2 works within the bounds of
a farget Asset Allocation Plan:
- 30/30/30/10
Following transter there will be
an inifial shift in the allocations:
- BO20/20/10
Future asset allocation will be
reviewed against our current
target mix
----- Any changes will need to
oplimise our return on
capital

Asset Managemend
21 December 2066

Fixed
interost &
cash

%

Eygities

Property
3%

Euuilies
10%

Flzeg
imterost &
cash
50%

Frsfret-
structure
20% \

Froperty
20%

challenger 4,74
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Re-focused on value drivers

Funds under

administration & advice! $6.8bn

Mot Income £20m
Expenses $18m
EBET":_._:_._ .ggm
RONA; ...............

Nat Assetg?

T ircludes revenue generating funds under advice in 1HO7/2H06 - pre-2HOE daia is nol avaiable

Ze annualises
Foogeat § July Z006

i}

Financial Planning

21 Decemper 2008

A
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Corporate
21 December 2066

Investing today to develop contemporary,
scalable platforms for tomorrow

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

o
challenger §,

Challenger Group

31 Dacamber 2608

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
----- -Hurdled executive share options
« TSR — upper quarlile performance; or
» EPS' — 10% growth or better
Flexibility to acquire shares on market to avoid dilution

T Basic ERS Pt
- challenger T
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