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Challenger Howard Wholesale Mortgage
Fund

Monthly fund report — December 2011

Performance

1 month 3 months 1 year 3 years 5 years 10 years Since

(%) (%) (%) (% p.a.) (% p.a.) (% p.a.) inception
(% p.a.)
Nominal return’ 0.40 1.31 5.94 4.52 5.65 5.87 5.95
Effective return? 6.11 4.62 5.80 6.03 6.11
Past performance is not a reliable indicator of future performance.
"Nominal returns are the actual income earned by the Challenger Howard Wholesale Mortgage Fund after fees have been deducted, assuming there is no reinvestment of income
distributions. Returns for all periods are calculated on a rolling return basis.

* Effective returns are calculated after fees have been deducted and assume the reinvestment of distributions, therefore returns reflect the compounding effect of reinvestment of
income and that no distribution or exit fees apply.

Investment objective Fund investment profile
The Fund aims to provide investors with a diversified Mortgage loans $703 million
income producing portfolio that aims to provide regular Cash and other $301 million
income and capital stability. Total investments (net asset value) $1,004 million
Investment manager Fund facts
Challenger Managed Investments Limited Inception date 12/10/2000

Fund size ($M) $420
Challenger Commercial Lending Limited is the mortgage APIR code HOWO005AU
manager of the Fund.

Fees
Investment strategy

Entry fee Nil
Challenger’s mortgage lending team employs a 2010/2011ICR 1.00%
conservative approach to managing the mortgage Management fee 1.00% p.a.
investments of the Fund. Buy/sell spread Nil

Challenger adopts an active approach to managing
investments in the interest bearing securities.

Distribution frequency
Monthly

Mortgage portfolio profile
| —

Number of loans 753 Range of loan sizes $5,022 to
$56,904,000
Number of mortgagors 730 Average loan-to-value ratio 63%
Number of securities 955 Variable rate loans (as % of mortgage portfolio) 89%
Types of property by value: Undrawn loan commitments? $9,276,286
-Residential 16% Average term-to-maturity (excludes loans past 8 months
-Other (commercial, industrial, etc) 84% maturity)
Average loan size $932,486 Number of unitholders 21,206

Undrawn loan commitments are taken into consideration when we are estimating our future cash flow needs. There are currently no loans approved that are yet to be advanced.




Loans' by class of activity mResidential  16.4%

ACtiVity No. loans Amount (sm) mCommercial  38.8%
Residential 197 $115 Retall 22.9%
Commercial 320 $272 ® Irdustrial 21.3%
Retail 98 $161 wVacant Land  0.6%
Industrial 326 $150
Vacant Land 15 $4

Loans' by geographic regions

L. mNSW 52.1%
Activity No.loans Amount ($m)
mVIC 21.0%
NSW 477 $366 QL 13.6%
VIC 234 $147 mA 10.3%
QLD 121 $95 mSA, NT, ACT&TAS  3.0%
WA 53 $73
SA, NT, ACT, TAS 70 $21
"Refers to the nature of the secured property in respect of the
loan. Each loan is secured by a first registered mortgage over real
property. We do not take security over specialised properties or
development projects, nor do we write construction loans or have
loans that are supported by second mortgages only.
Maturity profile of loans
ty B u 0-6 months 34.0%
Activity No. loans Amount ($m)
m6-12 months 16.4%
0-6 months 224 $239 12-18 maonths 16.4%
6-12 months 208 $115 u 18-24 months 4.3%
12-18 months 133 $115 ®24-30 months 1.2%
18-24 months 37 $30 30-36 months 1.7%
24-30 months 4 $8 mLoans past maturity  26.0%
30-36 months 2 $12
Loans past maturity 145 $1832

?Includes approximately $59.9m of loans in arrears and loans in
default (excludes interest).

Loans split by interest rate Loans - in arrears 3

Interest rate % % of mortgage Days in arrears Number of % of mortgage

loans loans loans
5.51-6.00 18.1 61-90 3 0.2
6.01-6.50 11.9 91+ 20 29
6.51-7.00 1.0 “The figures are based on principal and outstanding interest. Interest is not
capitalised unless a loan is in arrears. Loans are in arrears when interest payments
7.01-7.50 1.8 are outstanding after 60 days. Recovery action is initiated immediately once a loan
is in arrears longer than 60 days. It is the Fund’s policy to provide for potential
7.51-8.00 4.5 losses on loans in default from within the Fund’s investment return. As at 31
8.01-8.50 23 December 2011 there were a further 20 loans in default. The expected losses on
e ' these loans were adequately provided for.
8.51-9.00 7.5
9.01-9.50 31.9

>9.51 21.0




