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Challenger 2016 Investor Day

2 June 2016, Sydney — Challenger Limited (ASX:CGF) today holds its 2016 Investor Day
featuring presentations on Challenger’s strategy from key executives.

Challenger’s 2016 Investor Day commences at 10.30am today (Sydney time) and will be held at
the Museum of Sydney, corner of Bridge and Phillip Streets, Sydney. The presentation material
is attached. The presentation includes a panel discussion from superannuation industry
partners: Colonial First State, Link Group and VicSuper.

The Investor Day webcast will be available at www.challenger.com.au

ENDS
Stuart Kingham Paul Marriage
Head of Investor Senior Manager
Relations Corporate Communications
Tel (02) 9994 7125 Tel (02) 9994 7053
Mob 0401 139 067 Mob 0405 848 327
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o GEEEESS
Outline

Overview and outlook
Brian Benari — Managing Director and Chief Executive Officer

Funds Management
lan Saines — Chief Executive, Funds Management

Life

Chris Plater — Principal Executive Officer and Chief Investment Officer, Life

Retirement income policy update
Jeremy Cooper — Chairman, Retirement Income

Distribution, Marketing and Research
Paul Rogan — Chief Executive Distribution, Marketing and Research

Wrap up and Q&A session

Brian Benari — Managing Director and Chief Executive Officer

Investor Day - Outline
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Overview and outlook
Investor Day

. il
Brian Benari

Managing Director and
Chief Executive Officer
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Investor proposition

PROVIDING AUSTRALIANS WITH FINANCIAL SECURITY FOR RETIREMENT

FOCUSED RECOGNISED TALENTED MARKET
STRATEGY CAPABILITY PEOPLE LEADER
v' FM — boutique and v Recognised consumer v Highly engaged staff with v FM growing twice speed
co-investment model retirement income brand” shareholder alignment of market
[ h
(super savings phase) v/ Rated #1 by advisers® v Track record of delivering v Life No.1 annuities
v’ Life — dedicated y P provider
retirement income focus Proven product _Investment team talent — . _
(super spending phase) _manufacturer and mter_nal managers and Scal_able platfor_mswnh
innovator boutiques leading cost ratio

v" Independent provider
with broad based
distribution

SUSTAINABLE SHAREHOLDER OUTCOMES WITH 18% ROE TARGET"

Investor Day — Overview and outlook

v Forming partnerships and v" Entrenched risk
leveraging technology management culture

1. Hall & Partners Open Mind Consumer Study. ‘9,_

2. Wealth Insights Fund Manager Survey 2016. Challen er A2

3. Challenger’'s normalised cost to income ratio (1H16: 33.8%) is 14 percentage points lower than the average cost to income ratio for g (‘éiq‘
4 ASX100 banks and diversified financials (includes AMP, ANZ, BEN, BOQ, BTT, CBA, IFL, MFG, MQG, NAB, PPT, WBC). -

4. Normalised ROE (pre-tax) target of 18%.
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Retirement income market drivers

0 Super funds partnering with Life companies |||
0 Industry moving ahead of regulation Market
® Natural market growth

growth

Older and
healthier retirees

Changing
retiree

Retirement
response

income
market
drivers

Recognition of market and longevity risks
Increasing retiree super savings
Seeking secure income

) Technology AdVlSGI’S

‘ Retirement income planning tools
® |ncreasing access to retirement products (e.g. platforms)
® Technology to facilitate CIPRs'

Helping convert savings to income
Retirement income models emerging
Recommending annuities to clients

Investor Day — Overview and outlook

1. Comprehensive Income Products for Retirement (CIPR) — as recommended by the Financial System Inquiry and supported by Government.

'L
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Funds Management
Investor Day

lan Saines
Chief Executive,
Funds Management

s
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Key points

Funds Management
Track record of growing FUM and adding boutiques

Fidante Partners
Investing to enhance long term competitive advantage

Fidante Partners Europe
Dexion acquisition fulfilling strategic rationale

Challenger Investment Partners
Continuing to leverage capability and expand client base

Investor Day — Funds Management

'L
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Funds Management

FUM ($bn)*
60 -
Funds Management FUM
= Challenger Investment Partners of $55bn, up from $19bn
50 1 Fidante Partners 5 years agol
annual growth 30% p.a.
40 -
market growth 14% p.a.’
w0 | Fidante Partners
15 boutique brands
20 | geographic and asset class
diversification
0 replicating model in Europe
. Challenger Investment
. Partners (CIP)
Mar-09 Mar-10 Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 proven track record In asset
origination and investment
. performance
[@ GREENCAPE  +*7 @ oexraan  Olphinity TEmpo L St , o
e e WHITEHELM . continued grOWth in third
KAPSTREAM e S MERLOIM H .
PR WaveStone  ARMERLN PRI - horizon party client base
k. t.q Ve Resonance
inetic
Investor Day — Funds Management
1. Fidante Partners FUM adjusted in all periods to remove Kapstream institutional FUM following the sale of Kapstream in July 2015. -
Following the sale of Kapstream, Fidante Partners will continue to receive administration and distribution fees on retail FUM, Cha l len er ,‘:‘;ﬁ
however will no longer receive distribution fees on institutional FUM. g Qi“

8 2. December 2015 Rainmaker Superannuation total market FUM.
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Funds Management

25 1

20 ~

15 -

10 -

Manager capacity ($bn)

m Available capacity

FUM
.I..._._. i i 5 B B .I—!'_-_|

Equity Fixed Alternatives

managers income managers
managers

More than $96bn of available capacity
provides solid platform for future growth

Boutique product expansion and Emerging
Manager Program will maintain capacity

Investor Day — Funds Management

1. Rolling 12 month average of quarterly net flows for peers, including BTIM, Perpetual, AMP Capital Investors, Platinum, Magellan and

Pacific Current Group.

Rolling 12 month organic net flows vs peers* ($bn)

N w e [&)] ()] ~
1

Challenger Funds Management
H Peer average

R ,\!\“ «\u Q:\v U\v q.{o «,@ Q:\% U\@ q,\b
SR\ AR NP RN N S R RN 4

Funds Management net flows have
consistently outperformed peers

Net flows benefit from superior long term
performance and an aligned business model
that appeals to investors

'L
challenger '52,;%
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Fidante Partners

Dlstrlputlon Administration
Services
Expanding boutique product offering » Expanded institutional and * Recognised, institutional-grade
WaveStone — long only product retail distribution teams support infrastructure
Ardea — nominal bonds « Extension of global * Leading investment analytics
Alphinity — global equities distribution through Fidante and pgr_formance reporting
Partners Europe (formerly capability
Emerging Manager Program to Dexion) .
* Leveraging common systems
source complementary product * Available boutique capacity of and scale across Challenger
Managers benefit from business more than $64bn’ Group

and product support

Fidante Partners named Distributor of the Year

Clients assured of strong economic at Professional lannar | Zenith Fund Awards 2015
alignment with portfolio managers

Investor Day — Funds Management

1. Fidante Partners available capacity as at March 2016.

'L
challenger 'g;;%
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Fidante Partners

S

STRATEGIC
PRIORITY

— Demand from clients for offshore product increasing
— Fidante Partners model highly regarded by asset consultants and investors with proven track record
— Attractive business - high ROE, scalable and capable of being extended into offshore markets

Identify preferred Establish Dexion Dexion
asset class Fidante Partners Capital integrated and
& market Europe acquisition rebranded

March 2014 July 2014 July 2015 2016
I I I
Fidante
Alternatives attractive® UK Funds Management market Partners
v' Fastest growing asset class v’ Consultant led institutional market Eu rope
v’ 30% of industry revenues v’ Familiar legal & regulatory environment
v/ Boutique manager success v' Developed alternatives market p fﬁﬁﬂtg

Investor Day — Funds Management

1. McKinsey research: Capturing the Next Wave of Growth in Alternative Investments.

e
challenger ;‘s“é




Fidante Partners Europe

Listed Closed-End Investment Companies Multi-boutique platform
— Provides liquidity and mark-to-market benefits for — 3 alternative asset boutiques
alternative asset investors — Distribution and administration services complement
— Complements existing Fidante product offering Fidante global value proposition
— Raised more than US$19bn since 2002 — ~A$1.0bn FUM*
UK Alternative Listed Closed End Investment Acquisition delivering

3

Companies IPO’s (Ebn)
] global distribution & administrative

support platform to replicate Fidante
Partners Australia success

$0.4bn European boutique net flows
since acquisition

QlIQ2IQ3IQ4IQlIQ2IQ3IQ4IQ1IQ2IQ3IQ4IQ1IQ2I

2013 2014 2015 2016 f’“”"%‘\'*'f“»’“** h 0 f’i ZoN Rengnancs
Market conditions including Brexit uncertainty are Developing global product via UCITS? platform
currently impacting transaction activity with likely L]

Funds Management 2H16 NPBT to be ~$6m lower 3 products launched WHITEHELM
than 1H16 CAPITAL
. . . . o 2 further products pendin
Final acquisition price subject to profitability over 6 P P g &
years under earn-out agreement WAETREE

Investor Day — Funds Management

1. FUM as at March 2016. P
2. UCITS - Undertakings for Collective Investment in Transferable Securities. UCITS provide a single European regulatory framework for an Cha I len er y“_‘gﬁ
investment vehicle, meaning the vehicle can be marketed across the European Union, irrespective of the domicile of the investment vehicle. g !

- )v
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Challenger Investment Partners

Deman d Challenger
ﬁ.’:‘-‘ Investment
Partners
Negative global interest rates driving
foreign investors (e.g. Japanese) to seek
higher yielding Australian assets

Strong relationships with sovereign
wealth funds and leading superannuation
funds

CIP fixed income - $8.4bn*
Third party fixed

income FUM of
$2.1bn (25%)

Cash

w CIP investmgnt
grade 77% Corporate

Offshore Credit

ABS
Domestic
ABS

Investor Day — Funds Management
1. FUM as at March 2016 and includes Challenger Life and third party clients.

2. Represents total CIP fixed income investment grade, including both Challenger Life and third party clients. Challenger ,6!2‘
LY

Supply

Proven fixed income and property originator
Successful co-investment track record

Australian bank balance sheet contraction
creates opportunities for non-bank lenders

CIP property - $4.7bn*

q Third party
property FUM of

Office $1.4bn (32%)

Agricultural \

Industrial

39



Challenger Investment Partners

Fixed income — Relative Value Debt Strategy

Major Australian superannuation fund mandates
FUM of $1.2bn with 48% co-invested with Life

Invested in senior secured loans (e.g. private debt
and real estate debt)

6.5% 1 year return, 8.6% p.a. since inception

Fixed income — Relative Value Debt Strategy

9% -

6% -

3% -

118 '»

Inception 5 year 3 year 1 year
(2010)

RVDS gross performance p.a. m S&P/ASX Bank Bill Index

Investor Day — Funds Management

1. The Property Council/IPD Australia All Property retail index.

Property — Retail Property mandate

Offshore sovereign wealth fund

FUM of $0.8bn with 25% co-invested with Life
Invested in a diverse portfolio of retail assets

Total returns 13.7% 1 year, 14.8% p.a. since inception

Outperformed IPD* and performance fee benchmarks

Property — Retail property mandate

15% -

10% -

5% -

Inception 1 year
(2013)
CIP mandate portfolio mIPD
'n
S
challenger %%
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Key points

Funds Management
Track record of growing FUM and adding boutiques

Fidante Partners
Investing to enhance long term competitive advantage

Fidante Partners Europe
Dexion acquisition fulfilling strategic rationale

Challenger Investment Partners
Continuing to leverage capability and expand client base

Investor Day — Funds Management

'L
challengerﬁ;%
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Life

Investor Day

Chris Plater

Principal Executive Officer &
Chief Investment Officer, Life

AL
AR S5 )

challenger
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Key points

Investment team and structure
Stable and highly experienced teams providing competitive advantage

Governance & risk management framework
Entrenched risk management culture with Board oversight
Credit risk management central to investment process

Asset allocation & portfolio construction
Asset allocation driven by duration and relative value

Investor Day — Life

'L
challengerﬁ;%
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Investment team and structure

Chief Investment Officer

Chris Plater

22 years experience

Group Investment
Credit | | | teams
Head of Credit Senior Portfolio Senior Portfolio Senior Portfolio ) ol Head of Fixed
- Manager Manager Manager oarerd] Senior Portfolio
2 yearlsogf_péznence 20 years experience 9 years experience 25 years experience Fpdeel (sl Manager IMA 23 Income .
SETE 3FTE SETE years experience
19FTE
Head of Real Estate
Property Senior Portfolio IMA 29 yea;s;)_;_p:zenence
Risk and Manager
Actuarial
Appointed Team of 68 investment professionals _ ,
Actuary . . . . Infrastructure Senior Portfolio VA Fidante Partners
21 years oxperience Highly experienced senior investment and Equity Manager boutiques
management team E
average industry experience 20 years
average tenure at Challenger 10 years
experience through different investment cycles
Investor Day — Life
'n
2
challenger R

18
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Governance & risk management framework

Risk appetite differentiates between Risk universe

risks that provide an economic return

and those that do not Risks that provide Risks that do not
return forrisk providereturnfor risk

Risk management is entrenched in : :
. Credit risk + Foreign exchange risk
corporate culture e * Interest rate risk

. . + Inflation risk
+ Life insurance risk . .
+ Compliance risk

+ Equity and infrastructure risk - Strategic risk

Board Risk Committee and Audit " Wiquidity premium - Operational risk
Committee implement and monitor risk | Ceshowmismaten
appetite through:

policies
limits '
. . I
capital requirements Ghallenger Life |
. Comp;:ngCLC} ]
behavioural standards Tinsepondon ctors |
_ _ Ry g | \JAD
APRA's prudential framework includes , ! N rr—
regular monitoring and reporting e e ! !
'
Committee 1
I
Investor Day — Life
4
challenger'“t 2

19



. 4
Governance & risk management framework

20

Risk appetite includes

Credit risk

Property risk

Credit risk management

Credit team responsible for counterparty risk assessment

across all asset classes

Challenger’s Head of Credit has transaction veto rights and

Equity and infrastructure risk

Life insurance risk

member of Asset and Liability Committee (ALCo)

Board approved risk limits — country, sector and counterparty

owmm

SECTOR
Capital based
sector limits > ) Residential Non-Residential Banks and Industrial and Other
Property Property Financials Consumer
sUB
Asset INVESTMENT GRADE (IG) G
Allocation
Plan Rating Band | Ty l an | A | BBE |
XV FI XK s x® X X
Sz =R Property % X R X X
Ay = Infrastructure, Equity and Other
Ten! P =
. o Individual counterparty Aggregated credit rating
Soard approved C limiits by rating band band limits.
asset allocation limits

—— T

Fixad income and proparty tenancy risks sggregated

Investment decisions made by ALCo including independent credit assessment

Credit function separate from investment management

Perform detailed analysis on each transaction and form independent view
Review all external credit ratings and apply industry and counterparty limits
Assign internal credit ratings using external rating agency methodology

Continuous credit rating monitoring with ALCo and Board reporting (inc. watchlists)

Workout of impaired credits

Investor Day — Life

1. As at 31 December 2015.

Fixed income — externally vs. internally rated*

7 A

6

5

m Externally rated

$bn 4 Internally rated

3 87%

2

1

Investment Non-investment
grade grade

e
challenger ;‘s“f
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Governance & risk management framework

Credit risk benchmarking

Higher fixed income credit quality than major
Australian banks

Challenger selective on credits as not
relationship driven

Challenger’s exposure to select industries
resources and related mining industries - <1%
residential property developers - Nil
agriculture - <1%

Challenger diversified on sector basis*
50% -
40% -
30% -

20% -

10%I|
lIIIL

Industrials & Residential Banks,  Government Commercial Infrastructure ~ Other

Consumers  Property Financials Property & Utilities
& Insurance
Challenger m Major banks

Investor Day — Life

1. Source: Challenger estimates based on latest Major Bank Basel Il Pillar 3 reports and Challenger's 1H16 Analyst Pack. Major banks
represent simple average with total exposures including home loans and other consumer exposures mapped to credit ratings based

on probability of default disclosures.

Higher credit quality than major Australian banks*

h .
75% .
79%
74%

50%

Challenger Major banks

Investment grade m Non-investment grade

Challenger diversified on geography basis*
100% -
80% -
60% -
40% -

20%

Australia and Other

New Zealand
Challenger m Major banks

'L
challenger 'gaf‘
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Asset allocation & portfolio construction

22

Strict portfolio construction framework employed
Investment decisions based on risk-adjusted returns

Asset allocation evolves to reflect annuity maturity
profile and relative value

Extracting illiquidity premium with capacity for less liquid
investments as hold to maturity investor

18% ROE target key to investment decision process

Life investment portfolio overview® Challenger ABS portfolio - $4.0bn*

Infrastructure CMBS
0, L.
Equities and 4% ﬁi\;::trllzz 6%
other ran
8% \ Cash

Property meeting e siiﬁlgd o TT% RMBS
23% 18% ABS ";‘; ’ '2;;’;“6 Loans investment 45%
ROE’ 65% 21% grade
Corporate
Credit
Other ABS

22%

Investor Day — Life

1. As at 31 December 2015.
2. 1H16 Life normalised ROE (pre-tax) of 19.8% relative to 18% target.

Lifeinvestment asset allocation framework

Asset and
liability

matching

Life
asset
allocation

Relative
value

Challenger Corporate Credit portfolio - $2.8bn*

Commercial
Real Estate
21%

Banks and
Financials
32%

80%
investment
grade

Non-Financial
Companies
22%

Infrastructure
25%

e
challenger ;‘s“f



. $ 4
Asset allocation & portfolio construction

Assets deliver contracted cash flows to match Assets and liabilities cash flow matched ($m)
contracted liabilities

Risk appetite does not tolerate duration mismatch

Assets

Asset and liability matching impacts asset allocation

8
Real assets (e.g. property) used to match longer 3
dated liabilities Time
Increase in property reflects strong growth in lifetime u Fixed income and cash cashflows ~ mProperty cashflows
annuity sales and relative value Infrastructure and equity cashflows = Annuity liabilities cashflows

Change in Life asset allocation

100% ~
Interest Interest rate swaps & Government bond repos I I I
rate

<$5m P&L impact for 100bps change in base rates 75% -
Foreign Cash flows and capital values hedged u Infrastructure and equity
exchange Hedged via FX derivatives with global IBs 50% - ehronery
Inflation Inflation-linked assets back inflation-linked liabilities 25% Fixed income and cash

~80% of property rents increase by fixed or CPI

Active hedging process limits risks while locking in Life COE 1HO7 | 1H10 | 1M1Z . 1H16

Investor Day — Life

1. Life Cash Operating Earnings (COE).

'L
challenger 'gaf‘
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Asset allocation & portfolio construction

Life extracts risk premium with
change in base interest rates
reflected in annuity pricing

Asset risk premium — fixed income and property*

12% -

10%

Despite low return environment all
asset classes above long term risk 8% 1
premium averages

6% -

Fixed income asset risk premium 4% i ——

excludes illiquidity premium o |

Average fixed income illiquidity . [= =]

premium generated over last

5 years in range of ~1% to ~2% @ Investment High yield Property
grade credit

credit

Life investment portfolio continuing
tO meet 180/0 ROE target (1H16 [ Average [ +-sb Historical range Last year Current
normalised pre-tax ROE 19.8%)

Investor Day — Life

1. Expected asset risk premium represents asset return relative to the prevailing swap rate. Challenger estimates based on external

_ A
data as at April 2016. Challenger :E_z"%

24
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Key points

Investment team and structure
Stable and highly experienced teams providing competitive advantage

Governance & risk management framework
Entrenched risk management culture with Board oversight
Credit risk management central to investment process

Asset allocation & portfolio construction
Asset allocation driven by duration and relative value

Investor Day — Life

'L
challengerﬁ;%
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Retirement income
policy update

Investor Day

Jeremy Cooper

Chairman,
Retirement Income

s

challenger
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Key points

2016-2017 Federal Budget
All positive or no material impact for Challenger

Retirement Income Streams review
Green light for new lifetime income products, including DLAS
Pathway to Comprehensive Income Products for Retirement (CIPRS)

Regulatory tailwinds
Regulatory reforms underway to enhance retirement phase

Investor Day — Retirement income policy update

'L
challengerﬁ;%
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6-17 Budget super changes

Topical Budget changes to super

Super i

Objective of super confirmed — retirement income
Green light for new lifetime income products, including Deferred Lifetime Annuities (DLAS)

$1.6m balance transfer cap — excess is left in accumulation
$500k lifetime non-concessional cap

Reduced $25,000 annual concessional cap for all age groups
Taxing transition-to-retirement pensions at 15%

s still a very attractive saving/investing vehicle

Still highly concessionally-taxed environment

The only downside of bumping up against the $1.6m cap is you pay tax on earnings at 15%
(pre franking credits)

A couple will have, hypothetically, $3.2m (indexed to CPI) to invest

Investor Day — Retirement income policy update

28

i
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Retirement Income Streams review

Treasury’s Retirement Income Streams review Federal Budget 2016-17

Extract from budget papers*

Final report issued with 2016-17 Federal Budget

Key points

Government will remove barriers to innovation in the creation of

All recommendations accepted by government  iiachent e peodietal From Nty 5017, s tax
W|th Industry Support exemption on earnings in the retirement phase will be extended

to products such as deferred lifetime annuities and group self-
annuitisation products

Delivers on commitment to review

minimum drawdown rules Retirement Income Streams review final report

regulatory barriers to income stream deve|0pment Extract from Retirement Incomes Streams review final report®
Creates new category of lifetime income products Key points
¢ The existing regulatory framework for retirement income stream
Su pports prod uct innovation W|th|n broad products is, however, a barrier to the development of other annuity-
style products that could help individuals better manage the risk of
param eters outliving their retirement savings.
« Existing barriers could be addressed through the introduction of an
Rules for new Category start on 1 July 2017 additional alternative set of rules that would require diminishing access
to capital underpinning the product, either via commutation or death
benefit.

Creates an environment for a new range of _ _
e The alternative product rules should be designed to accommodate
I|fet|me income prod UCtS, |nC|ud|ng deferred purchase via multiple premiums, but additions to existing income
. . . stream products should continue to be prohibited.
lifetime annuities

Investor Day — Retirement income policy update

1. www.budget.gov.au. -
2. www.treasury.gov.au/ConsultationsandReviews/Consultations/2014/Review-of-retirement-income-stream-regulation. C h a I le n g—e r A
€L

>
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Retirement Income Streams review

New retirement income product category to
permit new range of lifetime income products,
including DLAS

Products meeting existing rules continue

New category will provide “as much flexibility
for design to meet consumer preferences”

v' bought pre-retirement v' bought post-retirement
v' multiple premiums v' single premiums
v/ capital access schedule v' death benefit options

Should stimulate demand for new lifetime
products

DLAs and other lifetime income products to
provide building blocks for super funds to
develop Comprehensive Income Products for
Retirement (CIPRS)

Investor Day — Retirement income policy update

INCOME
PRODUCT

RISK
MANAGEMENT

/

Lifetime Annuity .. or ..
Deferred Lifetime Annuity

DLA working to supplement Age Pension
Extract from FSI Interim Report
$ 5

Use lump sumito
fund a holiday

her w ithdraw al
to buy a car

G5 70 75 20 83 a0 o3 100
Age (years)
= Age Pension Accountbased pension  m Defered Ifetime annuity

'L
challenger 'g;;%
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Regulatory tailwinds

® CIPRs

1. Superannuation objective to 1. Government supports
be enshrined in law CIPRs - to help guide

2. Remove impediments to members at retirement
longevity product development 2. Trustees pre-select

3. Implement Comprehensive CIPRs for members
Income Products for Retirement 3. Government to consult
(CIPRS) on CIPR legislation by

end of 2016

A

October 2015 @ Vvay 2016 @ December 2016 @ uyo017

V¥ Budget ¥ New products

1. Objective of
Superannuation
confirmed — ‘to provide
income in retirement’

1. New retirement income
product category from
1 July 2017

2. Willdrive longevity

2. Retirement Incomes . h
product innovation

Streams review finalised
3. New lifetime income 3. DLAs allowed under

. . new retirement income
product rules, including

. DLAS ‘ category

Investor Day — Retirement income policy update

e
challenger ;‘s“f
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Key points

2016-2017 Federal Budget
All positive or no material impact for Challenger

Retirement Income Streams review
Green light for new lifetime income products, including DLAS
Pathway to Comprehensive Income Products for Retirement (CIPRS)

Regulatory tailwinds
Regulatory reforms underway to enhance retirement phase

Investor Day — Retirement income policy update

'L
challengerﬁ;%
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Distribution, Marketing
and Research
Investor Day

Paul Rogan

Chief Executive
Distribution, Marketing and Research

s
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Key points

Challenger’s retirement brand journey
Australia’s leading retirement income brand

Annuities on platforms initiative enhances distribution footprint
Showecasing our digital innovation partners

Entrenching our retirement income leadership
Challenger’s distribution competitive advantages driving growth

Investor Day - Distribution, Marketing and Research

e
challenger ;‘s“é
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Challenger’s retirement brand journey

2011
‘Real
Stories’

2013
‘On
Paper’

2016
‘Lifestyle
Expectancy’

Investor Day - Distribution, Marketing and Research

1. Newspoll Consumer Study — February 2011 n=503. Base: 55-64 years, National.

100% -

80% -

60% -

40% -

20% -

Brand strength

i

2010 2011 2013 2016
Consumers m Advisers
‘Prompted ‘Leaders in
brand retirement
awareness’ income’

Y
Hall & Partners, Open Mind Consumer Study — December 2013 n=275; May 2016 n=250. Base: 55-64 years, Metro and GC/SC. Cha l len er ﬁ‘ﬁ
2. Marketing Pulse Adviser Study — April 2010 n=375; Dec 2011 n=295; Dec 2013 n=231; Jan 2016 n=215. Base: Financial advisers, National. g (‘{r‘
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Lifestyle expectancy campaign

Compares having a comfortable lifestyle vs. one where you run out of savings

6 out of 10 retirees are worried they may outlive their savings*

Continues thematic on key retirement risks: market volatility, longevity and inflation

Will share market falls put
a dent in your lifestyle?

Results after first 10 weeks in market?

Ad awareness 53%, up from 35%° e e
Ad salience 63%, up from 60%°

Ad persuasion 55%, up from 49%°

Likelihood to ask a financial adviser about an annuity 52%*

Investor Day - Distribution, Marketing and Research

1. National Seniors Australia Survey 2012: “Retirees Needs and Their (In)Tolerance for Risk”. Q: Worried may outlive savings and investments.

Y
2. Hall & Partners Open Mind Consumer Study — May 2016. Base: 55-64 years, Metro and GC/SC n=250. Cha l len er ﬁ‘ﬁ
3. Compared to similar timeframe for ‘Retirement on Paper’ campaign. g (‘{r‘
36 4. New question asked in 2016.

Behind the Scenes video of Challenger’'s 2016 ad campaign: https://www.youtube.com/watch?v=pzu4F42gBLk&feature=youtu.be



https://www.youtube.com/watch?v=pzu4F42qBLk&feature=youtu.be

Distribution capability

Wealth Insights Fund Manager Service
Level Report 2016

Wealth Insights Fund Manager Service Level Report 2016

8.8 -
- - - 8'4 7
High profile industry survey 8.0
7.6 1
over 850 financial advisers 7.2
6.8
how clients regard Challenger vs. peers 6.4
6.0 -
- S
Challenger ranked No.1: QQQ o®° @‘o %&Q &oo o &Q}\o %@\o
. > R S
BDM Team (5th consecutive year) o* o\"’o & @ & P
< 00 00 (‘;(\(\ $Q‘,° & Q},b\
. . . . & <@ @ S
Technical Services (first time) & & \@"’Q ©

Client Services (first time)
Image and Reputation (first time)

Overall Satisfaction (first time)

Clear leadership in retirement incomes
under adviser surveys®

Investor Day - Distribution, Marketing and Research

1. Source: Challenger Annuities Service Level Analysis conducted by Wealth Insights and compared to the broader market. Scores: Above 8.0 out
of 10: Market leaders, Excellent service; 7.5 - 8.0: Good service; 7.0 - 7.75: Adequate but needs attention; Sub 7.0: Typically cause for concern.

2. Source: Marketing Pulse Adviser study — asked ‘do you agree with the statement that this company is a leader in providing retirement income
products, April 2010 n=375, May 2010 n=161, Dec 2011 n=295, Dec 2012 n=331, Dec 2013 n=231, Jan 2015 n=216, Jan 2016 n=215 financial
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planners across Australia. Percentages are rounded to whole figures.

m2014 m2015 2016 < Survey Ave. 2016

Challenger remains dominant player amongst |ts peers,
holding top position over six consecutive years?

85% 85% 89% 97% 95%

64%

AR Rnl

Apr 2010 Dec 2011 Dec2012 Dec 2013 Jan2015 Jan 2016

Challenger mClosest Peer

2

challenger %%
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Annuities on platforms

New platform opportunities provide access to Strong growth in lifetime annuity sales
1/3 of super industry”
250 ~
m Care Annuity / CarePlus oo .
LINK o 200 | Liquid Lifetime i
Techné}logy build Atgjzf;(e)is H
completed May 2016 \ 150 4 I '
AUSTRALIAN SHS .:;l:i:: | l
SUPER i 100 4 I _
SYSTEM ®Industry
& Vicsuper ~s$2trillion I I
Launched 50 I :
June 2015 -
Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414 Q115 Q215 Q315 Q415 Q116 Q216 Q316§Q1I1£16§
Digital connectivity enables Driving lifetime sales growth
Efficient adviser access to Challenger annuities New platform initiatives
Annuities combined with ABPs’ 8% of total annuity sales® from platforms
Super funds to offer Comprehensive Income 32% of platform sales Liquid Lifetime -
Products for Retirement (CIPRS) benefiting from retirement income models
Supports retirement income model portfolios On-track for record Q4 lifetime sales (~$200m)

Investor Day - Distribution, Marketing and Research

1. Represents either funds under administration/funds under management for each platform/superfund. For CFs, estimated that 70% of ‘9,_
total FirstChoice and FirstWrap FUM (~$95bn) is in superannuation products. Total super system FUM excludes public sector and Cha l len ger ,“_ ;ﬁ
corporate segments. (‘é"q‘
38 2. Account Based Pensions (ABPs).

3. Total annuity sales via platform as a % of total annuity sales YTD Q316.
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Annuities on platforms

\\\\\_ VicSuper

Peter Chun Michael Dundon
General Manager, Product & Investments Chief Executive Officer
Colonial First State VicSuper
challenger %, ‘fr
Shannon Goard Paul Rogan — Moderator
Head of Product & Northern Client Partnerships Chief Executive — DMR
Link Group Fund Administration Challenger

Investor Day - Distribution, Marketing and Research

challenger’gﬁ%
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Annuities on platforms - Industry Funds

\\\\-.;:; VIcsuper launched June 2015 VicSuper annuity volumes

Australia’s first “CIPR” - backed by Challenger

VicSuper members retirement concerns:

inflation; having enough to buy essentials; medical

costs; outliving their savings; having enough for Q415 Q116 Q216 Q316
extras GIFL* mmmmmTerm e Advisers #

Combination of Guaranteed Income and VicSuper’s Guaranteed Income for Life (GIFL)

Allocated Pension a compelling solution 5100000 n
’%4‘/
VicSuper’s award winning product design """%%9,
being rolled out to industry funds Chant West °°‘°»»,,¢
e%t‘
Slow start, but volumes building
Quality business — tenor ~18 years" it aton protecien)

Maximum liquidity period
(for death benefitand voluntary wid)

Investor Day - Distribution, Marketing and Research

1. Average tenor YTD sales to Q316 using lower of the withdrawal guarantee period or life expectancy for Guaranteed Income for Life sales.

*  Guaranteed Income for Life (GIFL) is a lifetime annuity issued by VicSuper with the obligations backed by Challenger. Cha l len er y{‘!‘ﬁ
# Cumulative VicSuper advisers associated with sales. g (‘{ii‘
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http://www.vicsuper.com.au/About-us/News-and-media/Chant-West-Report-2013-14.aspx
http://www.vicsuper.com.au/About-us/Reports.aspx
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Annuities on platforms - Industry Funds

GROUP

LI N K now live

e

Administers 30%" of the ‘profit for member’
superannuation funds and ~10 million
member accounts
Annuities build completed on schedule

3 fund clients launching annuity solutions®
Anticipate more fund clients to connect in
response to:

CIPRs

Treasury’s Retirement Income Streams review

findings (e.g. DLAS)

Working with Challenger on scalable
retirement advice (e.g. Money Solutions®)

Investor Day - Distribution, Marketing and Research

1.
2.

3.

Link Group Investor Presentation, May 2016.

Local Government Super, legalsuper and Care Super collectively have $24.1bn FUM, over 75,000 accounts with $9bn FUM with
members over age 55 (source: APRA Annual Fund Level Superannuation Statistics, 2016).
Money Solutions is a member of Link Group and is Australia’s largest provider of scaled advice.

Australian superannuation administration providers®
(by core administration service expense 2014)

Link Group
30%

Total outsourced
administration: 42%

In-house
administrators
58%
Mercer
6%

Pillar
4%

Other third party
administrators
2%

LINK Operational
’f - Launching July 2016
legalsuper Launching July 2016
(§ |
esuper Launching Oct 2016

'L
challenger§§


http://www.vicsuper.com.au/About-us/News-and-media/Chant-West-Report-2013-14.aspx
http://www.vicsuper.com.au/About-us/Reports.aspx
https://commons.wikimedia.org/wiki/File:CareSuper_Logo_Vert_2_Col_RGB_Small.jpg
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Annuities on platforms - CFS

COlon].al launched August 2015 CFS Platform — Challenger annuity volumes ($m)

First State

|
Improves client and adviser experience ]
Significant increase in volumes — up ~100%" J I I l . l
Attracting new advisers with ~50% of platform Q115 Q116 Q215 Q216 Q315 Q316

sales via new advisers?

m Off platform On platform - CBA advisers mOn platform - non CBA advisers

High quality sales with ~40% lifetime®

4 CFS Platform — Challenger annuity writers
Sales via non-CBA aligned advisers

~25% of platform writers - -

~10% of platform sales volume

CarePlus available from Q1 FY17 e

Q116 Q216 Q316
CBA advisers mNon CBA advisers

Investor Day - Distribution, Marketing and Research

. Annuity sales for 9 months to March 2016 vs pcp — CBA aligned advisers only. -

. Defined as having not written a Challenger annuity in last three years. Cha l len er ,{‘;ﬁ
. Annuity sales for Q316. g Qi“
. Annuity on CFS platform sales YTD Q316. -

A WNBE
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Annuities on platforms - CFS

Comparing products — Actual + Desired Income’

CFS platforms used by ~50% of advice firms oo ey St s
H Desired Income: $43,000
Annuities initiative awarded for digital innovation® sl e
80% . Il t 10" Percentile
CFS retirement income models - ! Ll paril
Supported by independent actuarial research? = Lite expectancy e v ,Pﬂrg"wﬁ,'
i 5 §- 8- 5 § § 8282 9 § § §; 8> § ABP alone
Layering annuities as part of retirement solution BE I EREEIHEEREEE
Very positive adviser feedback e et o i o i |
More likely to use annuities; simple to use
Solid uptake from both aligned and IFA advisers ._ .
== &
Smooth transition to origination servicing via platform  RLJ{J{ A3V
Easy origination process. Majority ‘clean skin’ applications INCOME PUZZLE

Easy for both advisers and clients to view their portfolio in X Marketlnked portolio meets clent sk

tollerance expectations

s epectations for desired

one place

Why annuities may be Australia's missing piece.

“annuities needto be one tool in the financial adviser’s toolbox”

“‘we believe that an account based pension with a lifetime annuity or
some sort of deferred lifetime annuity will be a good solution for
Australian retirees”

Chant West

WINNE

nsion
Fund of Year

WINNER
ety

i

Investor Day - Distribution, Marketing and Research

1. Investment Trends 2015 best functionality award.

2. ‘Optimal solution to the retirement riddle’, Actuaries Summit, May 2015. Challenger 76.’(2‘
CLa9
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Entrenching our leadership position

Australia’s leading
retirement income brand

Brand

Meeting the goals and Innovative
managing the risks of

retirement via partial :
annuitisation offering

Applying world’s best
product Research practice to the Australian
market

Leader in

retirement
income

Working with licensees Adviser

and advisers to optimise relationships
retiree outcomes

Annuities via platform
Retirement calculators and tools

Technology
Retirement

advice

Retirement specific education, support
practice management and
technical support

Investor Day - Distribution, Marketing and Research

i
challenger 3%
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Key points

Challenger’s retirement brand journey
Australia’s leading retirement income brand

Annuities on platforms initiative enhances distribution footprint
Showecasing our digital innovation partners

Entrenching our retirement income leadership
Challenger’s distribution competitive advantages driving growth

Investor Day - Distribution, Marketing and Research

e
challenger ;‘s“é
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Wrap up and Q&A session

Investor Day

. il
Brian Benari

Managing Director and
Chief Executive Officer
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Wrap up

Funds Management
Continue to build competitive advantages

Life
High quality investment portfolio meeting 18% ROE target

Retirement income policy update

Regulatory reforms underway to enhance retirement phase

Distribution, Marketing and Research

Entrenching our retirement income leadership position

FY16 guidance
FM — 2H16 NPBT impacted by lower UK market activity (down ~$6m on 1H16)
Life — On track to achieve Life COE guidance ($585m - $595m)

Investor Day — Wrap up

challenger ’g;«;%

a7



Q&A session
Investor Day

s

challenger




Important note

This presentation was prepared for the purpose of a briefing to equity analysts and certain wholesale investors on 2 June 2016.

The material in this presentation is general background information about Challenger Limited activities and is current at the date of this presentation. It is information given in summary
form and does not purport to be complete. It 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 professional advice when deciding if an investment is appropriate.

Past performance is not an indication of future performance.

Any forward looking statements included in this document are by nature subject to significant uncertainties, risks and contingencies, many of which are outside the control of, and are
unknown to, Challenger, so that actual results or events may vary from those forward looking statements, and the assumptions on which they are based.

While Challenger has sought to ensure that information is accurate by undertaking a review process, it makes no representation or warranty as to the accuracy or completeness of
any information or statement in this document.

e
challenger ;‘s“f
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