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Overview
Providing our customers with financial security for retirement

Vision and strategy

10:00 -10:10 @ Richard Howes — Managing Director and Chief Executive Officer
10:10 - 10:40 a Distribution, Product and Marketing
N Angela Murphy — Chief Executive, Distribution, Product and Marketing
Life
10:40 - 11:10 ﬂ Chris Plater — Chief Executive, Life
11:10 — 11:20 Break
. ) Funds Management
11:20 - 11:50 @ lan Saines — Chief Executive, Funds Management
11.50 — 12:30 a Financial outlook, wrap up and Q&A session
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Richard Howes — Managing Director and Chief Executive Officer

challenger £z



Vision and strategy

Richard Howes
Managing Director and
Chief Executive Officer
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Vision and strategy
A clear plan for sustainable long-term growth

To provide our customers with financial security for retirement

& £ m @

P —

Increase the use of Lead the retirement Provide our customers Maintain leading
secure retirement incomes market and be with excellent funds operational and
income streams the partner of choice management solutions people practices
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Priorities to drive long-term growth

Fundamentals remain strong

Industry trends

Priorities challenger £32

Long-term structural tailwinds
+ World class accumulation super system
+ Ageing demographics

+ Retirement phase developing

Near-term headwinds
+ Financial advice market disruption
« Increased market volatility

+  Profit-for-member funds internalising FUM

Engage, educate and deepen customer connections
Improve adviser experience

Thought leadership to build industry support
Strengthen relationships with profit-for-member funds
Build on FM product offering

Continue leading operating and people practices

Maintain financial discipline and strong capital position

challenger £z



Expanding strategic relationship with MS&AD

Diversifying and increasing access to Japanese market

MS Primary annuity relationship
. . MS&AD Insurance Group
* Currently Australian dollar product reinsurance

~ 41,733 I
« commenced November 2016 T sabon 5 businase domains
. . . (as at 30 September 2018)
- Expanding reinsurance to include US dollar product' [ sooansse genrat s
#1 market share

+ expected to commence 1 July 2019’ S
. . . IS Mitsui Sumitomo Insurance
« at least ¥50 billion (~A$660 million) in total A$ and e
US$ sales per year for minimum of five years’
« provides reliable and diversified sales contribution [2] dapenese e pourer

Leading foreign currency annuity provider

VXS] Mitsui Sumitomo Aioi Life Insurance

MS&AD strategic relationship [ Wit Sumitomo Primary Life nsurance

- Intention to increase Challenger ownership above 15%" Intemational operations

- Representative to join Challenger Board’ S ASEAN genora mouner

+ Growth opportunities for both companies MS@AMIin A vererof Y nsurance sroup
@ vsic 2 Box Innovation

1. Challenger Life has entered into a new agreement with MS Primary to commence reinsuring the US dollar version of the 20-year term product. Challenger will provide a

guaranteed interest rate and assume the investment risk in relation to those policies issued by MS Primary and reinsured by Challenger. gg&
2. Subject to necessary approvals including regulatory, compliance and contractual requirements. C h a l Ie n ge r e
3. Subject to review in the event of a material adverse change for either MS Primary or Challenger Life and based on exchange rate as at 7 June 2019. 3‘*
4. Subject to necessary regulatory approvals, including the Australian Prudential Regulation Authority and Treasurer’s approval under the Finance Sector (Shareholdings) Act.



World class accumulation system
Significant retirement savings but not delivering retirees financial comfort

World class Significant Not delivering retirees

accumulation system retirement savings financial comfort

National Seniors Australia survey (April 2019)
Contribution rate 1 in 4 super dollars Financial comfort not
=7/ increasing to 12%' N#/ supporting retirement? defined by a $ figure
4t |largest global Wealth at retirement =\ 53% worry about
pension market’ =/ $350k to $500k’ outliving their savings

@ Assets to double ~$67bn transferring to Risk appetite conflicts
over next 10 years’ retirement each year® with risk taking

1. Increases to 10% on 1 July 2021 and increases by 0.5% p.a. until reaching 12% on 1 July 2025. 5. Average household wealth includes superannuation and non-
2. Willis Towers Watson Global Pension Study 2018. superannuation assets and excludes the family home. h II g!a
3. Rice Warner superannuation projections. 6. Australian Taxation Office. C a e n ge r ¢

4. Based on APRA and ATO data. 7. https://nationalseniors.com.au/research/retirement/feeling-financially-
comfortablequestion



Key growth driver

Making annuities mainstream in retirement

Next phase — Driving growth

Today — Strong foundations

Recognised retirement Established operating

income leader platform

*  Product innovator » Scalable platform

»  Strong distribution » Investment capability
» Leading brand »  Strong risk culture

» Rated #1 by advisers « Highly engaged team
¢ Thought leadership « Capital strength

s challenger £z



Distribution, Product and Marketing

Angela Murphy

Chief Executive,
Distribution, Product and
\ET Glilgle!

£2
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Responding to disruption and driving growth
Making annuities mainstream in retirement

Continued focus on strategic initiatives

Expanding distribution channels including access to more IFAs
Partnering with profit-for-member funds

Maintaining thought leadership

Active response to current operating environment
Significant financial advice market disruption

Implementing targeted initiatives to mitigate advice disruption
Supporting introduction of new means test rules

New investment to drive ambitious growth

Significantly enhancing brand, education and engagement to build customer demand
Improving adviser experience to increase allocation to annuities

challenger £



Significant financial advice market disruption
Impacting Challenger annuity sales

 Challenger sales impacted by lower Quarterly annuity sales by channel ($m)
adVISer prod UCtIVIty Growth rate compared to pcp
Domestic +21% -12% 7%

Japan -53% -58% -49%

* Major hubs more impacted than
IFAs — Q219 and Q319 domestic L L B
annuity sales

« major hub sales -25%"on pcp
+ IFA sales +26%" on pcp

$970m

$761m

$662m
58%
53%

* Impact of advice market disruption
increasing in Q419

28%

23% 39%

- Fundamental need for financial Qi1 aie Q218 Q219 Q318 Q319
advice remains mDomestic - IFAs

mDomestic - Major hubs
mJgpan - MS Primary

1. Major hubs include AMP, IOOF and wealth management operations of major Australian banks. Comparison shown is combined Q219 and Q319 annuity sales compared to

the prior period. C h a l le n ge r g};ﬁ

11 2. IFA include dealer groups outside of the major hubs.



Key growth driver
Making annuities mainstream in retirement

Next phase — Driving growth

Key growth driver

e Build bottom-up

. customer demand
Today — Strong foundations

e Deeper integration with
advice process

Recognised retirement Established operating

e Enhance product offering

income leader platform
e Partner with profit-for-
e Product innovator e Scalable platform member funds
e Strong distribution e Investment capability
e Leading brand e Strong risk culture

e Rated #1 by advisers e Highly engaged team
e Thought leadership e Capital strength

challenger £z



Short term priorities
Mitigate advice market disruption and support move to new means test rules

* Mitigate adviser disruption - New means test rules support lifetime
« continue growth through building income streams, including deferred
new cohorts of IFA advisers using lifetime annuities
annuities

« commence 1 July 2019

* track and support annuity
advocates as they move across
advice licensees

 support advisers to identify and
communicate customer benefits

« transition lifetime sales from Regular

* Leverage new platform relationships Income to Flexible Income (54%" of
providing IFA access advisers only write Regular Income)
i
-‘I 'J B netwealth
Launched May 2019 Launched June 2019

1. For the 12 months to 31 May 2019. gx
challenger &3
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Driving ambitious growth

Making annuities mainstream in retirement
Investing up to $15m on new customer and adviser growth initiatives

Adviser usage of annuities'
Organic growth in lifetime customers’
. o Build bottom-up * Engagement
27% customer demand || < Education
25% 25,000 L
for annuities - Brand
20% 20,000
15% 15,000
10% 10,000
5% 5,000 Increase the - Simplification
. , allocation made to || . 3 tati
’ 2013 2014 2015 2016 2017 2018 2019 annUitieS through egmen ation
mmmmm % of advisers recommending annuities (LHS) financial advice ° |ntegrati0n
Number of Chalenger lifetime annuity customers (RHS)

1. Wealth Insights, Challenger Survey Level Reports 2013 through 2019.
2. Challenger organic lifetime annuity customers (excludes customers acquired through the purchase of the AXA and MetLife annuity books). C h a I le n ge I,



Research informs customer strategy
Increased customer understanding leads to higher consideration of annuities

Retirees have a grounded retirement Product understanding: limited understanding of
vision: most aspire to the continuation annuities and mispricing of risk / inappropriate
of their current standard of living product comparisons are a barrier to purchase

Continuity of income is a priority: Customers are looking for greater intimacy:
retirees are looking for a known and @ existing customers would welcome more
consistent income stream communication and interaction with Challenger

Customer satisfaction and annuity L .
. ) ” Annuities are not in the standard
= appeal: customers with annuities were consideration set: retirees have low
E—lo very satisfied with their purchase and the familiarity of annuitiles as a potential retirement
appeal of annuities spans different levels y P

. o income solution
of financial literacy and wealth

Source: Customer research CoreData, June 2018

challenger £z



Leveraging brand and expertise
Opportunity to grow consumer familiarity

- . . . . 1
Recognised by advisers as leader in retirement income Brand strength'*’
100% 95% 93% 95% 100% 95% 93% 25%,
89% 89%
85%”/ 85:?—/_—/\_/
80% 80%
66%
62%
60% 60% — S~ 5% .

51%
40% f—— 0% 50% /o\‘m

43%
39%
20% 20% 4
2011 2013 2015 2017 2018 2011 2013 2015 2017 2018
Challenger e Peer 1 PEEr 2 emmmmPeer 3 Peer 4 e AWATENESS #  emmmmm Familiarity 4 Advisers
Total awareness and familiarity Leaders in retirement income
(customer audience) (adviser audience)

1. Adviser — Marketing Pulse Adviser Study April 2011 to December 2018. Peers include major Australian wealth managers.

2. Customer — Newspoll Consumer study (2011) — different question & methodology used prior to 2013. C h a I Ie n ge r &“’%
16 3. Customer — Hall & Partners Open Mind Consumer Study (2013 to 2018) — people aged 55 to 64 years old. @v

4. Customer — Awareness measures % of those surveyed who have heard of Challenger; Familiarity is the subset of those “Aware” who know at least a little about Challenger.



Engage and educate consumers
Increased consumer understanding to drive bottom-up demand

Targeted initiatives along customer retirement journey

i!
i
t
I

5
e e e

o | ==

Develop engagement and Track customer Segment customers to
education initiatives based on engagement and nurturing allow targeted
customer insights prospective customers messaging

oromlor-r‘

@@ @ () indspendents
- o °w«n¢mnuwn

- e efwwuwe m Qsox ckers

[ [ [ [[T] .

@ { ruams Prospect S

 2019InvestorDay-Distribution, Productand Marketng
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New brand campaign 0
Increase brand awareness and product familiarity

2019
‘Look forward with confidence’

2011
‘Real Stories’

In addition to promoting the Challenger brand, the new brand
campaign seeks to address some of the misconceptions around
annuities

Key messages

1. Complements other income sources
2. Use part of your super or savings

3. Enjoy guaranteed income for life

2013
‘On Launching 17 June 2019
Paper’
The cost of living certainly isn‘t getting any cheaper.
A Challenger lifetime annuity gives you guaranteed
income for life that can keep pace with inflation.
It can complement your other income sources, like
A your super and the Age Pension.
2016 i To find out more, go to challenger.com.au
‘Lifesty|e You've gota lot of I"”ng \ | or speak to your financial adviser.
E t s to do in retirement. :
Xpectancy Are you confident you s
can pay for it? Cha"enger Q)?
o ol Look forward with confidence

!L
challenger £



Evolving financial advice landscape

Opportunities to improve adviser experience

Improve adviser
experience as identified
through research

Evolve service model for
increased number of
independent and non-
aligned practices

Support adviser
efficiency and focus on
best interest duty

challenger

o
£



Enhancing product offering
Based on adviser research and insights

- Simplifying product
* Including 1,000+ lifetime
permutations removed
* Refining product positioning
* Including white labelled
adviser-to-client collateral
* Improving marketing
collateral

* Including focused product
disclosure information to
support customer education

Challenger

Challenger
Guaranteed

Annuity
(Liquid Lifetime)

Investment portfolio

Growth Defensive

| Lifetime
| annuity
l A portion of
your defensive
\_investments is
used to help
protect you
against the
retirement
danger zone

Total income

challenger 5z

challenger &

)

Guaranteed

Account-based
income level

pension (market-
linked portfolio)

Non-
guaranteed
income that '

might run out v
Challenger Liquid Lifetime  Stable ongoing income
Regular/

guaran teed

Age pension ' T

v >
/ Late retirement
Key features

This strategy provides a means to help future-proof
i ing key needs:

Start of retirement

« Guaranteed income payments for life

« Flexibility to withdraw and be paid a lump sum if
circumstances change within the withdrawal period*

« Known estate value via guaranteed death benefit*
« Payments indexed to inflation*

Required
cash flow
to cover
regular
expenses

20
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6L

Improving adviser experience

Segment advisers and deliver tailored
marketing and support

Integrate into key advice process
touchpoints

Enhance adviser interface with
Challenger e.g. AdviserOnline

2019 Investor Day — Distribution, Product and Marketing

£2
challenger 4z
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Responding to disruption and driving growth
Making annuities mainstream in retirement

Continued focus on strategic initiatives

Expanding distribution channels including access to more IFAs
Partnering with profit-for-member funds

Maintaining thought leadership

Active response to current operating environment
Significant financial advice market disruption

Implementing targeted initiatives to mitigate advice disruption
Supporting introduction of new means test rules

New investment to drive ambitious growth

Significantly enhancing brand, education and engagement to build customer demand
Improving adviser experience to increase allocation to annuities

challenger £
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Life

Chris Plater
Chief Executive,
Life

2
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Key points

Asset allocation optimising ROE

Asset allocation framework
Consistently applied with strong risk management

Relative value and investment portfolio
FY19 — portfolio reweighted to optimise ROE
FY20 — no significant change to major asset class allocations

Equity & Other portfolio
Provides strong risk-adjusted and diversified returns

Normalised growth assumptions
Reducing Equity & Other assumption to 3.5% — no change to other asset classes

Life front book economics
Generating strong returns on new business

challenger £

24



25

Asset allocation framework

Fundamental principle — assets

and liabilities cash flow matched Asset and

Managed by dedicated team I|ab|||'ty
matching

Liability maturity profile drives (ALM)

asset tenor

Risk
management

Investment returns Relative
considered relative to
base swap rates

value

llliquidity premium
contributes to relative value

2019 Investor Day — Life

Risk management
» Strong governance framework

+ Risk management entrenched
in corporate culture

e Minimise unwanted risks such
as interest rate, currency and
inflation risks

Manage asset allocation to
capital and ROE targets

Investment decisions based
on risk-adjusted returns

£2
challenger 4z



Investment portfolio review
FY19 — portfolio reweighted to optimise ROE

Risk
management

Life asset allocation Property allocation decreased
- >$1bn of property sold — REIT portfolio & 10 direct properties'
Low beta - Direct property sales at premium to book value®
o * Property sale process completed
Fixed income allocation increased

* 1G increased — AAA, AA and A increased; liquids reduced
* High yield — stable

FY19e m Liquids mAAA
mAA mA
Fy1s =BBB = Highyield
FY18 FY19e . i
Equity & Other increased
m Fixed income m Property
mEquities &other  mInfrastructure « Decrease in equity beta

+ Increase in low beta (equity collar strategy) and absolute return funds

1. Includes seven Australian properties and three French properties with two properties to settle after 30 June 2019. m
2. Based on 10 direct property disposals relative to 30 June 2018 book value. C h a I le n ge r : 'i,

26



Relative value

Asset risk premiums higher than last year and above average
llliquidity premiums remain high

Asset risk premium’
12% -

10%
8% A
6% -

4% ‘ '

2% A

0%

(2%) 1

(4%) -
Investment High yield Property Equity
Grade (IG) credit
credit

Risk
management

Average

| Historical range

] +-sD
W ast year
@ Current

1. Expected asset risk premium represents expected asset return relative to the prevailing swap rate. Challenger estimates based on external data as at June 2019.

27
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Risk

Relative value and investment portfolio
FY20 — no significant change to major asset class allocations e

Property Infrastructure, Equity & Other

+ Continue to target ~75% IG' + FY19 sale process of lower ROE Equities & Other

properties completed

+ Liquids reduced due to good + Provides strong risk-adjusted and

opportunities in IG corporate credit + Provides high quality rental diversified returns

and ABS Is.trs_?;ps to match long duration - Average capital intensity’
- High yield — continue to see good e , « low beta ~20%

opportunities in private credit * >30% of rental income from « long only equities ~30%

ittoi government  total equities ~25%

’ UIde(?IIar cI:edlt todlncrgasi ngeﬁ’l + ~60% of rental income have g

g,o al market used to .ac oflar fixed or CPl increases® Infrastructure

reinsurance (commencing July 2019) ,

- Average capital intensity” ~25% + Asset risk premium similar to listed

-+ Average capital intensity’
+ IG<5%
* High yield ~15%

equities but more defensive

- Average capital intensity’ ~30%

1. Investment Grade (IG) represents BBB- credits and above. gg
2. Average capital intensity represents Prescribed Capital Amount (PCA) divided by investment assets. C h a l Ie n ge r ‘j{ 87
28 3. Based on rental income for 31 December 2018 excluding properties sold or under contract in 2H19.



Equity & Other portfolio

Provides strong risk-adjusted and diversified returns

Risk
management

Equity & Other Equity & Other portfolio back tested using Equity & Other portfolio total return
provides benchmarks
* strong risk- 8 6.0%
adjusted returns ! 4.0%
6
- ROE . 2.0%
enhancement . 0%
+ liquid capital ° 2.0% -
2
« diversification ; 4.0%
benefits ) 0%
- some downside F & T T s Ao e
protect|on Global equities (MSCI World in USD) m Equity & Other portblio performance
Equity & Other portblio proxy (constucted based on benchmarks) mEquity porblio performance (ex. Atternatives)

m Equity & Other portblio proxy

1. Equity and Other benchmarks disclosed on page 30.

2. 2H19 benchmark to 31 May 2019. Cha"enger qg%

29



Equity & Other portfolio

Risk
management

Equity & Other portfolio

30 June 2019

Category Proforma $bn % Portfolio Primary benchmark
MSCI World Net Daily Total Return
Equity beta’ 0.1 6% y
(Bloomberg NDDUWI)
60% upside / 40% downside participation in
Low beta’ 1.0 42% MSCI World Net Daily Total Return
(Bloomberg NDDUWI)
Absolute return funds’ 0.9 41% Société Générale CTA Index
' ° (Bloomberg NEIXCTA)
Alternatives’ 0.3 11% No appropriate benchmark
Total 23 100%

Life Equity & Other portfolio expected to correlate to benchmarks, but with tracking error

2019 Investor Day — Life

1. Equity beta — long only equities and private equity. {;v;
2. Low beta — equity collar strategy ($0.8bn — 30 June 2019 proforma), equity option strategy and a range of credit linked investments. C h a l le n ge r L
3. Absolute return funds — systematic global macro funds and market neutral long short equity strategies. “’i-‘
4. Alternatives — insurance related investments.



Equity & Other portfolio

Collar strategy reduces capital intensity and enhances ROE @

- Strategy initially implemented in October
2018 through reduction in equity beta

* Investment subsequently increased, and
expected to be circa $800m at June'

* Long-term returns expected to be close to
broad equity markets
* Less volatile than equity returns
* beta 0.5x
» expect to participate ~40% of equity
market sell offs and ~60% of equity
market rallies’
- Reduces capital intensity’
» collar strategy ~20%
* long only equity investments ~30%

1.10

1.05

1.00

0.95

0.90

0.85

0.80

1H19

Oct Nov Dec

Jan

Risk
management

Equity collar strategy total return

2H19

Feb Mar Apr May

2018 2018 2018 2019 2019 2019 2019 2019

= MSCIWorld Total Retum

Collar strategy performance

1. Equity collar strategy $0.5bn at 31 December 2018 and expected to be $0.8bn at 30 June 2019.
2. Challenger research based on comparing equity collar monthly performance to MSCI World Total Return.
31 3. Capital intensity ratio is calculated as Prescribed Capital Amount divided by investment amount.

challenger £z



Normalised growth assumptions

Reducing Equity & Other to 3.5%
No change to other asset classes

Risk
management

Normalised growth assumptions Equity & Other portfolio composition
+ Represent long term through the cycle expectations oAl o e ption
° A” assumptions reviewed annua"y - 6.0% to FY1§ 4.5% to FY1:9 3.5% from szg
’ H Alternative
Equity & Other 80% I fAbsdolule return
. 60% nes
» From FY20, reducing to 3.5% (from 4.5%), due to . B Lovbeta
* change in portfolio composition — low beta and 20% . W e
absolute return funds expected to be >80% of 0%
. FY09 FY15 FY19e
portfolio
. 1 = 2 - -
» FY20 Life COE' impact -$23m A
¢ no ImpaCt on StatUtory earnlngs Fixed income -0.35% -0.35%
* noimpact on net assets or regulatory capital Property 2.00% 2.00%
Other asset CIasseS Equities & other 4.50% 3.50%
Infrastructure 4.00% 4.00%

* No change to assumptions

1. Life Cash Operating Earnings (COE). gk&
2. FY20 Life COE impact based on a 1% reduction in Equity & Other normalised growth assumption and based on investment assets of $2.3bn (expected as at 30 June 2019). C h a l le n ge r : ".4
32 z"



Life front book economics

lllustrative example of current book economics (return on equity and asset return spread to liability funding)
Economics of new business based on current market conditions (June 2019)

Total Normalised  Normalised Represents economics
Asset Return Funding Asset Capital Return on Return on o H
Asset Class Allocation’ Assumption? Cost® (1.45x PCA)*  Asset Capital® CET1%7 of writin gannu Ity
business based on
Fixed income 66% 4.1% 2.7% 1% 15.6% 20.7%
current market
Property 18% 7.0% 2.7% 36% 14.6% 19.2% COﬂditiOhS
Equity & Other 12% 8.5% 2.7% 36% 18.7% 25.3%
Based on current
Infrastructure 4% 8.0% 2.7% 44% 14.9% 19.7% « total returns available
Total 100% 5.3% 2.7% 20% 15.9% 21.1% . . 3
2 - > > 2 - * annuity pricing
Expenses (as % of CET1)8 (3.5%)
Normalised Return on CET1 after expenses 17.6%
Notes:
1. Asset Allocation based on FY20 expected portfolio mix.
2. Total Return Assumption represents total expected returns including illiquidity premiums. Includes FY20 normalised growth assumption (refer page 32).
3. Funding Cost of 2.7% represents a margin of 1.2% above BBSW (1.5%). The average annuity funding rate in 1H19 was 3.4% and in 2H18 was 3.5%.
4. Asset Capital based on Prescribed Capital Amount plus target surplus of 0.45x PCA, representing the mid-point of CLC’s target PCA range.
5. Normalised Return on Asset Capital = (Total Return Assumption — Funding Cost * (1 - Asset Capital)) / Asset Capital.
6. Normalised Return on CET1 = (Normalised Return on Asset Capital — Cost of Regulatory Capital Debt * (1 - CET1 regulatory capital %) / CET1 regulatory capital %), where:

+ Cost of Regulatory Capital Debt (4.9%) represents the cost of CLC’'s AT1 and T2 debt instruments which form part of CLC's regulatory capital base.

+ CET1 regulatory capital % represents the portion of CET1 relative to CLC'’s total regulatory capital base. The CET1 regulatory capital % was 67.6% at 31 December 2018.
. Normalised Return on CET1 excludes other net assets of CLC and the benefit of other activities such as Life Risk business.
. Expenses (as % of CET1) represents an allocation of Life’s cost base to new business relative to CLC’s CET1.

o~

2019 Investor Day — Life

£2
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Key points

Asset allocation optimising ROE

Asset allocation framework
Consistently applied with strong risk management

Relative value and investment portfolio
FY19 — portfolio reweighted to optimise ROE
FY20 — no significant change to major asset class allocations

Equity & Other portfolio
Provides strong risk-adjusted and diversified returns

Normalised growth assumptions
Reducing Equity & Other assumption to 3.5% — no change to other asset classes

Life front book economics
Generating strong returns on new business

challenger £



Funds Management

lan Saines
Chief Executive,
Funds Management

2
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Key points

Prospering in a changing environment

Challenger Funds Management
Diversity and investment quality driving growth

Funds Management industry trends
Profit-for-member funds winning share and some are internalising investment management
Independent platforms winning share from retail hubs

Funds Management panel

Fidante Partners — Nick Hamilton

A strong track record of growth and expanding through active ETFs

Challenger Investment Partners — Victor Rodriguez

One of Australia’s largest fixed income managers providing diversified fixed income strategies

 2019InvestorDay—FundsManagement
challenger £
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Funds Management industry trends

Profit-for-member funds winning share from retail hubs
Independent platforms winning market share from major retail hubs

Quarterly superannuation flows' ($bn) Market share of FUM' (%)

Major hubs’ IFAs®
20

25.0% 2.5%

20.0% 2.0%
10

1.5%

15.0%
10.0% 1.0%
0
I||| il I il
88855888822y . o o ¥ w
: 83 3 8 3 8 3
o o o o o o

0.0%

Dec:
Jun
Dec
Jun
Mar-19
Peer3
Peer4
Peer5
Peer6

Profit-for-member funds
Retail funds

mDec-13 mDec-14 mDec-15 mDec-16 mDec-17 mDec-18

1. Source: APRA Quarterly superannuation performance statistics, May 2019.
2. Major hubs include AMP, ANZ, BT, CBA, IFL, NAB.

37 3. IFAs include Hub24, netwealth, Praemium, OneVue, XploreWealth. C h a I Ie n ge r ‘1)3



Funds Management industry trends
Internalisation trend not consistent across funds

« Profit-for-member funds continue to
benefit from record inflows assisted
by retail market disruption

+ Some profit-for-member funds
internalising investment functions to
reduce external fees and build up
in-house investment expertise

Fundies face an existential threat

~— Chanticleer
AusSuper dumps three equities managers

the held.it had ‘the s

he past four ye
he top 50 and these holdings id not change muchy

Trend to internalise investment management not consistent across funds'
lllustrative example of two leading profit-for-member funds

Example 1 - Fund internalising FUM
5-year FUM CAGR

Example 2 - Fund not internalising FUM
5-year FUM CAGR

Total 17% Total 14%
External 8%
Internal 83%

$140bn

$52bn

$27bn

Jun-13 Jun-18 Jun-13 Jun-18

[ | Externally managed investments
B Internally managed investments

1. Company reports. Percentage of investments internally/externally managed based on net assets and relevant Company disclosures.

38
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Funds Management
Diversified client base across retail and institutional channels

Fidante Partners net flows ($bn) Top exposures

3.0

Top 10 3rd party
clients account
0 Other ’ for 26% of FUM
~$2bn profit-for-
member fund ’
1.0 redemption in

April 2019

Total FUM
0.0 $76.5bn
(April 2019)
(1.0)
(2.0) ~$3bn of profit-for- Challenger Life
memper fund Company
redemptions across

©0) Q1-Q3 FY19

Jun-16
Sep-16
Dec-16
Mar-17
Jwn-17
Sep-17
Dec-17
Mar-18
Jwn-18
Sep-18
Dec-18
Mar-19
Apr-19

mmm Retail

o B Profit-for-member fund internalising FUM
mmmm |nstitutional

Total ret flows

39
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Funds Management panel

One of Australia’s fastest growing
asset management businesses

“

Nick Hamilton

General Manager,
Fidante Partners

Nick is responsible for Fidante
Partners global business including
manager selection, strategy and
support.

2019 Investor Day — Funds Management

Victor Rodriguez

Head of Fixed Income,
Challenger Investment Partners

Victor is responsible for the team
managing Challenger Investment
Partners’ $13 billion fixed income
portfolio.

challenger £




Fidante Partners boutique FUM growth
A strong track record of growth

Funds Under Management ($bn)' Funds Under Management by boutique (A$bn)
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1. Kapstream was sold in July 2015. FY09 — FY15 FUM has been adjusted to remove Kapstream institutional FUM. Fidante Partners continues to distribute Kapstream products

to retail clients. Cha"enger %%4
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Broadening Fidante Partners distribution reach
Extending into active ETF market

+ Strong investor demand for simple, easy to
access, liquid products d

+ Diversifying distribution footprint — accessing

Active)(

A FIDANTE PARTNERS ETF SERIES

retail investors through advisers, brokers and

other channels

ActiveX boutique launch

Dec 2018

ActiveX Ardea Real
Outcome Bond Fund
(ASX Code: XARO)

+ Launching active ETFs under ActiveX brand Q ACt'VeX
The future of
EXPOEC;'ED ?\;ﬁszﬂﬂeﬂon Active ETFs
TO LIST . ~
SOON é:n:;rallan Share Income has landed. v £ . i

*—0o—

Jun 2019

ActiveX Kapstream
Absolute Return Income
Fund
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Challenger Investment Partners
One of Australia’s largest fixed income managers

Challenger Investment Partners fixed income FUM ($bn)

+ Highly skilled fixed income team —_— e,
* 16 investment professionals )
» average industry experience >16 years

+ All mandates outperforming benchmark'

+ Invest in a range of corporate credit
(public and private), ABS and commercial
real estate lending

« Capturing illiquidity premiums ranging
from 1.5% — 2.5%? through private
markets capability

FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 Q319

1. Outperforming benchmark over 3 years and since inception

2. FY19 YTD. ) Cha"enger%:’%
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CIP Credit Income Fund

Diversified fixed income strategy

- CIP’s ﬂagship defensive Fund objective + Target return of Bank Bill + 3% (after fees)
income product Fum' . ~$150m

- Product extension providing  Jesteting o - >BBB-

regular income to

= High quality, multi-sector credit portfolio

institutional client base = Mix of public and private credit to benefit from illiquidity premiums

Strategy +  Opportunity growing as a result of regulatory pressure on banks
+ Expanding client base from overview - Lack of competition due to high entry barriers

institutions to high-net-worth - Floating rate strategy to protect against rising interest rates

investors * Monthly liquidity
Performance’ 1 year (p.a.) Since inception3 (p-a.)
Portfolio return 5.73% 5.66%
Bank Bill Index 2.02% 1.92%
Excess return 3.71% 3.74%
Target market + Institutional clients and high-net-worth investors

1. As at 30 April 2019.

2. Based on Moody’s weighted average rating factors. C h a I le n ge r ‘5‘%

44 3. Inception date October 2017.



Key points

Prospering in a changing environment

Challenger Funds Management
Diversity and investment quality driving growth

Funds Management industry trends
Profit-for-member funds winning share and some are internalising investment management
Independent platforms winning share from retail hubs

Funds Management panel

Fidante Partners — Nick Hamilton

A strong track record of growth and expanding through active ETFs

Challenger Investment Partners — Victor Rodriguez

One of Australia’s largest fixed income managers providing diversified fixed income strategies

 2019InvestorDay—FundsManagement
challenger £

45



Financial outlook &
Wrap up

Richard Howes
Managing Director and
Chief Executive Officer
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Normalised ROE target

To drive strong shareholder outcomes

- Normalised ROE target' implemented Group normalised ROE (pre tax)

2004 to drive shareholder outcomes 2o
- Applied in business decision making 2 /\/\_\
including capital allocation, annuity .\ AL Historical
. . 18% Nt A d ~ target
pricing and business case assessment N

14%

+ Through the cycle target with outcome .
. Interest rates and credit spreads
dependent on cyclical / structural 400 8%
factors and levels of capital

300 6%
* More challenging in tighter asset risk 200 4%
premium and low interest rate 100 o,

environment

0%

iTraxx Australia index

RBA cash rate (RHS)

1. 18% Group normalised pre tax ROE target. X
challenger £z

47



Normalised ROE target

Target revised to RBA cash rate plus 14% from FY20
No change in how target is applied

* Interest rates impact ROE through Group normalised ROE (pre tax)
+ asset yields 24%
» shareholder capital not hedged

22%
 Target revised in light of structural
change in interest rates — lower for 20%
longer

18%

* Revised ROE target removes
interest rate impact 16%

* ROE outcome will reflect business 149,
mix, levels of capital held and
business scale

1. Group normalised ROE (pre tax) target based on the average RBA cash rate for the period plus 14%.

challenger £z
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Financial outlook

Normalised .
net profit
before tax

Range $545m to $565m .

Expected to achieve bottom
end of guidance range

Consensus $544m’

Range $500m to $550m including:

[ —
B . $566m (523m) — o $550m
 lower equities normalised ¢15m) . i 5500m
growth assumption (-$23m)
« DPM2Zinitiatives (up to -$15m)
* lower interest rates on FY20 Lower DPM Adjusted
shareholder capital consensus'® Equity customer & FY20
& Other adviser consensus
normalised intiatives
assumpfion

— — Challenger FY20 guidance range

Normalised .

tt 30% to 34% « Expected to be above 30% - 34% range in FY20 driven by DPM initiatives
cost to

income ratio* ° 2H19 stable on 1TH19 + Expense growth excluding DPM initiatives <5%

Normalised 26% to 28% - 28% to 30%

tax rate

Normalised * 45% to 50% * 45% to 50%

dividend - C e

. 5 +  FY19 dividend (cps) expected to be maintained® in FY20.
payout ratio
» Normalised dividend payout ratio above 50% of normalised EPS

1. Based on the simple average of forecasts for 10 analysts (Bell Potter, BOAML, 3. FY20 consensus as at 11 June 2019 based on Equity & Other normalised

Credit Suisse, Citi, Deutsche, Goldman Sachs, JP Morgan, Macquarie, Morgan growth assumption of 4.5%.

Stanley and UBS). Consensus as at 11 June 2019.
2. Distribution, Product and Marketing (DPM).

4. Total expenses divided by total net income. C h a I Ie n ge r ,35 ;4;

5. Normalised dividend payout ratio based on normalised EPS.
6. Subject to market conditions and capital allocation priorities.



Priorities to drive long-term growth

Fundamentals remain strong

Industry trends

Priorities challenger £32

Long-term structural tailwinds
+ World class accumulation super system
+ Ageing demographics

+ Retirement phase developing

Near-term headwinds
+ Financial advice market disruption
« Increased market volatility

+  Profit-for-member funds internalising FUM

Engage, educate and deepen customer connections
Improve adviser experience

Thought leadership to build industry support
Strengthen relationships with profit-for-member funds
Build on FM product offering

Continue leading operating and people practices

Maintain financial discipline and strong capital position

50
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Q&A session
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Important note

2019 Investor Day — Important note

This presentation was prepared for the purpose of a briefing to equity analysts and certain wholesale investors on
13 June 2019.

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.

challenger
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