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Chairman’s Address 
 
This morning I will provide a brief overview of the company’s financial performance, sound capital position 
and strong sales growth. I will focus particularly on the environment in which we operate and the trends and 
demographics which underpin our ongoing growth and profitability. 
 
Looking back over the last 12 months from an operating model and capital management perspective; in 
October 2009 Challenger sold its mortgage distribution business to National Australia Bank for $383 million. 
The sale proceeds together with $229 million of cash generated from our operating business in 2010 allowed 
Challenger to retire all group recourse debt facilities, and fund a significant repurchase of shares. The 
buyback of shares, an important capital mangement tool, at a discount to market, has helped to drive material 
EPS growth for our shareholders. Today, the board will be asking shareholders for approval to buyback 
further shares, which is our intention should market conditions and our profitability prove condusive to do so.    
 
Focusing now on our operating divisions, the Life business announced record retail annuity sales of $933 
million for the year, up from $514 million in 2009. This represented an 82% increase year on year. In addition, 
the division achieved $1.25 billion of institutional product sales which were placed through asset consultants 
for the benefit of numerous retail investors. The group continues to invest in product development, marketing 
and increased distribution capacity.  This ongoing investment has driven record levels of life retail sales, the 
latest being $343 million for the September 2010 quarter, an increase of 40% on the prior corresponding 
quarter. This compares favourably to our stated goal of increasing retail annuity sales by 20% in fiscal year 
2011. 
 
The Funds Management business and more particularly the Boutique business has achieved extremely 
strong growth in FUM for 2010 and has led to Challenger announcing in August the restructuring of a number 
of its own funds into contemporary boutique models. Our boutique stable of managers now numbers ten and 
we have seen the combined boutique FUM increase from $1.8 billion at 30 June 2009 to $7 billion at 30 June 
2010.  This represents a three-fold increase over the year. Since year end, FUM has increased a further 71% 
to $12 billion as at 30 September from strong new inflows and the restructure of Challenger’s equity funds 
into Boutiques.      
 
Turning now to the overall results, it is a great pleasure to advise that Challenger shares delivered a Total 
Shareholder Return of 63% for the 2010 financial year. 
 
Strong share price growth was driven from record sales growth and from a record normalised profit after tax 
of $233 million.  I note that our statutory profit after tax of $283 million was also a record.  
 
Earnings per share rose substantially to 45.5 cents per share, an increase of 16% on the previous year and 
circa double the EPS of five years ago. This reflects the positive impact of both strong earnings growth and 
well timed capital management initiatives including our share buyback program. This increase in EPS is a 
significant achievement given that many of our competitors have materially diluted their EPS as a result of 
recent deeply discounted equity raisings to shore up their capital positions.  
 
Dividend 
Your board declared a final dividend of 8.5 cents bringing the total dividend for the year to 14.5 cents per 
share, unfranked. This represents an increase of 16% on the prior year as a direct result of our profit growth 
and the dividend is consistent with Challenger’s current dividend policy. 
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Please be assured that your Board remains committed to frank dividends to the fullest extent possible, 
however we do not expect to have franking capacity in the short to medium term. 
 
Board Changes 
In the annual report I noted the resignations of Mr. Packer, Mr Jacob and Mr. Wada. Last month there was 
one further change to the board with the replacement of Tom Barack with Jonathan Grunzweig both of 
Colony Capital.  Mr Grunzweig has been Mr Barrack’s alternate director on Challenger’s Board, and will 
continue to hold his position as a Director on the Board of Challenger Life Company Limited, a position he 
has held since December 2008. Today, Jonathan, as required by the constitution of the company, is standing 
for formal election to the Board of Directors.  
 
Mr Barrack’s increased commitments in the United States as founder, Chairman and Chief Executive Officer 
of Colony Capital led to his decision to step aside from the Challenger Board and to be replaced by Mr 
Grunzweig. I would like to take this opportunity to thank Tom Barrack for his valued contribution.  
 
In addition to the appointment of Mr Grunzweig, Challenger is currently in discussions with additional 
potential board members and expects to appoint a new director in the current financial year who will add 
significant experience and enhance the diversity of the current Board.  
 
Challenger’s operating environment  
At a time when many companies are signaling cautious expectations to the market, Challenger is confident 
that in the year ahead we will deliver growth for both our Life and Funds Management businesses. They are 
both underpinned by strong market and environmental trends, which I will touch on briefly.   
 
Firstly, the demographic change of an aging population is a material driver for the Annuity business.  As 
Australian baby boomers start to turn 65 in 2010 the need for stable retirement incomes becomes more 
apparent.  Indeed over the next 20 years the 65 to 85 year old demographic will increase more than 2 fold as 
a percentage of Australia’s total population.  
 
Secondly, the GFC has alerted retirees to the material impact of adverse financial markets on retirement 
incomes.  Retirees are not always afforded the opportunity of waiting for markets to recover as they need to 
draw against investments to maintain their lifestyle.  This impact is changing the investment risk appetite for 
retiree’s and I believe will drive the demand for Challenger’s annuities which provide reliable income streams. 
 
Finally, the continued growth in mandated Superannuation is a long term structural driver for the Funds 
Management business.  The recently announced policy intent to increase mandated superannuation 
contributions from 9% to 12% provides greater opportunity for the sector. 
 
These three major trends will continue to support Challenger’s growth over the medium term. Dominic will 
speak in more detail about these trends and the role that an increasing annuity market may play in providing 
both positive benefits to Australian retirees and also to the Australian financial system. 
 
Corporate Responsibility and Sustainability 
Challenger has a strong culture and commitment to corporate responsibility and sustainability.  Corporate 
responsibility traverses both governance, where market leading standards are demanded, and community 
commitment, where Challenger has a strong history of supporting a series of initiatives.  These include 
support for Habitat for Humanity in building homes for the underprivileged, Bush Fire victims via the Red 
Cross and programs such as Earth Hour, Australia’s Biggest Morning Tea, Jeans for Genes day as well as 
many more. Our employees all gain enormously from their respective experiences and speak very positively 
about having had the opportunity to assist in supporting Australian families.  
 
Sustainability is an area Challenger has embraced and is embedded in Challenger’s culture and corporate 
policies. In the design of our Pitt street premises Challenger specifically took into account its carbon footprint 
and social responsibility with examples such as timed lighting, timed air conditioning, separate recycling 
facilities and technology to minimise paper usage. Similarly Challenger Life, in conjunction with the 
Challenger Diversified Property Group, is investing substantial capital in a continuous improvement program 
to upgrade its multi-billion dollar portfolio of properties to an average NABERS rating of 4.5 stars.  
 
Challenger continues to develop its programs regarding Corporate Responsibility and Sustainability to ensure 
alignment to the communities in which we operate. To this end we are developing a new distinctive 
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community partnership initiative that is aligned to our business, inspires our employees and reflects and 
reinforces our brand and our values to our stakeholders and community. 
 
We also intend to offer our shareholders the opportunity to support our community partnerships with the 
option of donating part or all of their dividend via a dividend donation program. 
 
Remuneration 
This year the topic of executive remuneration remains a very important one for the shareholders of public 
companies in Australia.  
 
In many cases, corporate owners have been concerned that executive compensation has not been 
sufficiently aligned to corporate performance nor shareholder returns.  This has especially been the case 
where companies were forced to conduct highly dilutive equity raisings during the credit crisis, or experienced 
other value-diminishing events. 
 
Although your company bought back its shares instead of issuing equity at market lows, and this year 
delivered a total shareholder return of 63%, we have not been exempt from adverse commentary regarding 
our remuneration practices.  We understand that some proxy advisory firms have not supported our 
remuneration report, with the result that a significant number of shareholders will not or cannot approve of it 
in today’s non-binding vote.  
 
This is obviously very disappointing to the Board because this year we continued to rationalize legacy 
remuneration schemes and in fact appointed a specialist adviser, Guerdon and Associates, to advise on 
current standards and expectations as well as global best practice within the markets in which we operate.    
 
Obviously the opinion that matters most is that of our shareholders and we acknowledge and take seriously 
the feedback you have given us in recent weeks.  
 
However it is fair to say that we need further debate around these issues. The complexity surrounding 
accounting issues, the fluid nature of remuneration principles and reporting periods makes this a difficult task. 
 
Importantly, the Board is aiming to achieve a reduction in statutory key executive remuneration of 
approximately 30% in 2011 compared to 2010. We have stated this in our Annual Report. 
 
Total equity ownership by Challenger executives has fallen below the Board’s target level of 10% since 30 
June and we expect it to be around 8% by the end of this financial year. We understand that the 10% 
benchmark is also the Australian Council of Superannuation Investors’ acceptable threshold.  
 
It is worth noting that these measures are just the latest in a series of refinements the Board has made to 
continually improve the alignment between key executive remuneration and total shareholder returns. 
 
Since the beginnings of the GFC in 2008 the base remuneration levels of all key executives have been 
frozen, and they remain so today. Our current CEO’s salary was negotiated at 33% lower than his 
predecessor and remains there. 
 
Also in 2008 cash bonuses were cut 45% from 2007. They were then cut to zero in 2009 and after some 
recovery in 2010 they’re still down 73% from the 2007 levels. 
 
And finally, the total number of equity grants to key executives in the form of performance share rights and 
options has also fallen by 42% from 2009 to 2010. 
 
While your Board acknowledges that 2010 has seen elevated levels of executive remuneration mainly due to 
legacy equity schemes, it should properly be regarded as an outlier year.  
 
The most significant contributor to the overall realised compensation levels for executives has been the 
material appreciation of the Challenger share price, an event which has directly benefited all shareholders. In 
addition, since the Challenger Performance Plan was established in 2007, all vested equity awards have 
been satisfied by shares held in the Challenger Performance Plan Trust, meaning no new shares have 
needed to be issued.  
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In 2010, Challenger’s senior executive team delivered a 1 year TSR of 63% and a 5 year TSR of 41%, which 
compares very favourably to our peer group 5 year TSR average of 7% as at 31 December 2009, as 
calculated by the Boston Consulting Group. 
 
This senior team has been together for the past seven years, which I think gives Challenger an enviable staff 
retention record when compared to peer companies. 
 
Finally, I would like to take this opportunity to flag that there is one remuneration area in which we wish to 
conduct further discussions with shareholders and proxy advisory firms.  The Board firmly believes that the 
adoption of a longer term  VWAP period for measuring Total Shareholder Return  is entirely appropriate for 
equity incentive schemes that vest over 4 years, because this removes the short term price volatility problem 
endemic to schemes operating under 5 day VWAP periods. This is an issue we would like to discuss more 
with our shareholders and their representatives, to enable us to come to a common ground on the positive 
mechanics of this.  
 
Clearly I can stand before you today and say that the Board’s stated objective of aligning remuneration with 
shareholder outcomes has been achieved. However we have failed in our attempt to explain the mechanism 
between the two related concepts. 
 
Your Board remains committed to providing clear and transparent analysis around executive remuneration 
beyond statutory requirements and will continue to refine the remuneration policies, practices and disclosures 
to ensure that we maintain the balance between all stakeholder interests. 
 

I now invite our Chief Executive Officer and Managing Director, Dominic Stevens, to present his address.  
 
 
 
CEO’s Address 
 
Thank you Peter. 

I‟d like to speak to you on two topics today: 

 Firstly on Challenger and its strong relative performance; and  

 Secondly on key issues facing Australian retirees and our financial system. 

During the two and a half years I‟ve been in the role as your CEO, there have been profound changes in the 
global financial services landscape. 

After 25 years of growth we suddenly saw the global banking systems‟ viability called into question. Many 
banks failed, and without support from their governments in the form of capital injections and funding 
guarantees we would have seen many more fail. Australia was not immune. Our government took the 
unprecedented step of guaranteeing almost all retail bank deposits and all new wholesale funding raised by 
the banks. Given the very short term structure of Australian bank funding our government was effectively 
given no choice but to do this. Unfortunately the response to these multiple crises produced many unintended 
consequences for the Australian economy.  

Challenger was not immune to the GFC or these consequences. However Challenger did not receive a 
government guarantee, nor did we ask you, our shareholders, for more capital. During that time Challenger 
strategically reshaped its operating businesses to take advantage of the opportunities arising from changes to 
the financial landscape as well as the structural, demographic and risk preference changes that are 
underway.   

The result has been: 

 A more streamlined and focused business; 

 A highly relevant product suite; 

 A business that is growing structurally; 
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 A business that is better understood by investors; 

 An improved perception of our brand and what we stand for; 

 Admirable growth in EPS;  

 Admirable share price performance; and  

 A well capitalised and robust balance sheet. 

It is worth noting that your company‟s normalised earnings per share has materially out-performed other 
Australian financial firms over the last five years. Challenger has delivered strong growth and did not dilute its 
"per share" earnings by issuing shares at a low price during the GFC. As demonstrated in this chart, your 
company has achieved an enviable track record from which to grow on. 

Figure 1: Market Leading EPS Growth 

 

 
Similarly, your company‟s share price performance versus other Australian financial services firms has been 
admirable over this same period. Over the past five years Challenger‟s share price has outperformed those 
same companies by 43% and over the last two years by 75%. I would like to thank my colleagues and the 
Board for their support in working together to put Challenger in a strong strategic position. 

We are in a period of real structural change.  It is times like these that create enormous opportunity, and I 
believe that Challenger is well positioned to grasp that opportunity today.  

I‟d like to share my thoughts on how our Australian retiree customers would greatly benefit from growth in the 
market for longer-term annuities and other fixed income investments.  Changes here would also help solve 
some of most important issues facing Australia‟s financial system. 

Over the past 12 to 18 months, Challenger has been one of the few public voices calling for a re-examination 
of asset allocations in our super system.  We have funded extensive studies into super asset allocation, 
particularly in the post-retirement phase, which revealed the harmful impact that market volatility has on 
retirement income adequacy.  This important research formed the basis for our Henry and Cooper Review 
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submissions. It demonstrated the need for a broader uptake of annuities and the resulting benefits being 
both:  

 an increase in overall retirement incomes; and  

 a reduction in the cost of the government Age Pension of 5%. 

It‟s no secret that Australia has a love affair with shares. Our super funds allocate more to shares, and 
importantly less to fixed income, than any other OECD nation. 

Figure 2: Australia’s Significant Over Allocation to Shares 

 

 
 

Over the past twenty years there has been a global trend in retirement savings from defined benefit to 
defined contribution plans.  There are many benefits from doing this, but the concept of providing a secure 
income for a retiree‟s entire life has been lost along the way. Today‟s retirees are not appropriately protected 
against share market, inflation and longevity risks in the way that previous generations were.   

Australians invest in risky shares because they believe they are the best-performing asset class over the 
long-term. However unless there is a premium for the risk, there is no point in investing in them. Studies have 
shown that over the very long-term the additional amount earned from shares over government bonds is 
around 3.5% per annum.  

However, it doesn‟t necessarily mean that super investors are receiving that premium.  What‟s increasingly 
under question in Australia is whether on an after-fee basis investors are being adequately compensated at 
all for the risks they are taking. 

The average default balanced fund portfolio consists of a mix of shares that earns this risk premium and 
assets like bonds and cash that don't. Given this less risky mix, the premium of a balanced fund is lowered to 
circa 2 to 2.5%. Currently in Australia, to invest, be advised, and administer a fund costs the retail investor on 
average circa 2% according to Rice Warner.  As a result the average retail investor in a balanced fund should 
expect over the long-term, and after fees, to earn close to no premium for the risk taken.  This is in fact, 
exactly what has happened since the introduction of the compulsory super system in 1992, as the median 
balanced fund has returned less than government bonds. 
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Figure 3: Structural Driver: Reduced Risk Appetite 

 

 
 
Retirees should be asking “Why should I invest in risky assets, with all the worries and uncertainty that goes 
with that, if there is no net benefit?” 

Even if the recent downward pressure on super fund fees helps investors eke out some benefit, it‟s also 
necessary to consider the potential consequences of taking on this share risk, particularly for retirees.  

Since 1992 our retirement system‟s singular focus has been on wealth accumulation, as opposed to the 
creation of secure lifetime retirement income – despite the latter being the ultimate purpose of compulsory 
super. A long bull market also lulled Australians into a sense that shares were the only answer.  

Most discussion around market risk assumes your portfolio will recover its losses from increases in the share 
market over time. That‟s true for people in the accumulation phase. However, with a similar exposure to 
shares in the retirement stage that loss recovery over time just does not work.  

There is a profound difference between saving for your retirement and spending your retirement savings.   

The first stage is about maximising a pool of assets, the other is about delivering a stable income stream from 
that finite pool of assets.  

The forces which make shares „good for the long term‟ in the accumulation phase, actually work against the 
investor in retirement.  

Early in accumulation, down markets afford the opportunity to invest new super contributions at good value 
levels. Early in retirement however, down markets force the crystallisation of losses at poor value levels to 
fund necessary consumption 

The effect over the past 3 years has been profound as noted in the following example. 

Let‟s look at a simple example of a retiree with $100 to invest in 2007.  The set-and-forget strategy of an 
annuity would have guaranteed the retiree circa $9 every year for the next 20 years. We should view this as a 
benchmark to compare other strategies. 
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Figure 4: The Peril of Owning Risky Assets in Retirement 

 

To demonstrate the dangers of adding risk, let‟s look at the other end of the risk spectrum, a total share 
market based strategy. After the 2008 year, the retiree has drawn the benchmark $9 of living expenses as in 
the annuity, and experiences a GFC induced 40% drop in the share market, such that the retiree has only 
51% of his original capital left. 

Figure 5: The Peril of Owning Risky Assets in Retirement 

 

This is well understood, however what comes next is not. 
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In the following two years the long term recovery begins with a 40% market rally.  However the circa $20 
recovery from a 40% return on the $51 capital base is almost entirely consumed by two years of withdrawing 
living expenses of $9 each year. 

 
Figure 6: The Peril of Owning Risky Assets in Retirement 

 
That retiree is now only three years into his 20 year retirement plan and is in a capital depletion spiral that will 
be, under all realistic scenarios, impossible to recover from. For the retiree to recover to our benchmark 
annuity case, he would need to see a 15.5% return, year in, year out, for the next 17 years.   

 
Figure 7: The Peril of Owning Risky Assets in Retirement 
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What this suggests is the total return of our share market, which is currently at 4,700, increases to almost 
50,000. 

Figure 8: Do You Believe the Retiree Will Recover? 

 
 
You might say, “but if the market had gone up instead of down in the early years of retirement, the retiree 
would have been much better off”. While this is true, it re-enforces the point I am making that is, in retirement 
the process of withdrawing capital leverages the effects of market movements. It will work to produce highly 
divergent wealth outcomes for retirees.   

Should this be the goal for a system attempting to provide certainty for the retired?  Do we want a random 
process where some retirees win and others lose? Particularly when the negative utility of an average 
retiree‟s income going down by say $10,000 is much greater than the positive utility of that same person‟s 
income increasing by $10,000. The difference for many is the difference between compromising an 
individual‟s dignity in retirement versus perhaps a better annual holiday.  

There are other reasons income certainty is desirable for retirees. The first of these is that annuities have 
outperformed median balanced funds over most time frames in the last 20 years. One of the reasons for this 
outperformance is that annuities do not have fees. Another is that the annuity provider will share the 
investment risk premium with the annuitant in exchange for the long term commitment that the annuitant is 
making. 

Issuers of annuities are life offices that are regulated by APRA which oversees the governance, 
administration and operational risk of each life company whilst also ensuring the appropriate levels of capital 
are maintained to safeguard obligations to annuitants.   

On the other hand allocated pensions are market linked products where the retiree carries all the risk. By 
their nature allocated pensions cannot provide a direct mechanism to manage inflation risk or longevity risk in 
retirement; however these are risks that life companies can offer the retiree direct protection over. 

So to summarise if everyone thought like Challenger that: 

 Firstly, many investors are not being adequately compensated for share market risk; 

 Secondly, share market risk is more detrimental to retirees;  

 Thirdly, a life company is better placed to manage the market, longevity, and CPI risk in retirement; 
and  

 Finally, to create better and less random financial outcomes for retirees we need to move away from 
a share-centric system,  



     

Challenger 2010 AGM Chairman and CEO Address Page 11 of 15 
 

 

then the demand for secure fixed income investments in Australia would be far greater than it is 
today.   

This would be a great outcome for Australia – both for its retirees and for the financial system – and a goal 
which should be a key focus of policymakers. 

Since the advent of the super guarantee in the early 90‟s, savings have moved from fixed income products 
issued by banks and insurance companies to a riskier share market centric focus via the tax advantaged 
super system. A move back towards fixed income would allow Australia to start redressing the major financial 
imbalance that has built up in our economy over the last 15 to 20 years. 

This long term shift has had two outcomes: 

1. Our financial sector has developed a large and increasing reliance on wholesale borrowing, 
mostly short term and particularly from offshore; and 

2. Our super system, whilst growing to an enviable size, is too highly concentrated in shares, as 
opposed to fixed income, particularly when compared to other OECD retirement systems. 

If we look at them closely we can see that these two outcomes are reflections of each other. 

The financial system is dominated by the Big Four banks, which are finding it increasingly difficult to meet the 
growing needs of Australian corporates – large and small.  The utilities sector cannot find well priced long 
term debt to improve our aging infrastructure and Mum and Dad‟s home mortgages are being impacted by 
the banks increasing wholesale funding costs. The system is crying out for a reliable, longer-term, domestic 
source of finance. 

So, we have a financial system that is looking to borrow long term, we have a super system that should be 
looking to lend long term. 

A demonstration of the funding difficulties of the Australian banks is the loan to deposit ratio which reflects the 
amount of money our banks have lent out which is not covered by an organic deposit base. This gap is 
funded by the wholesale capital markets and is close to $600 billion. 

Figure 9: Why Australian Banks Are Some of the World's Biggest Wholesale Borrowers 
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If we then turn to the potential supply of long-term finance that could emerge from the super savings pool, we 
see a strikingly similar picture.  Currently the OECD estimates Australia‟s super system‟s exposure to bills 
and bonds at only 13%.  This is the lowest of any country in the OECD.  It is just over a quarter of the OECD 
average of 48% and less than half the US‟s 31%. 

 
Figure 10: Australian Significant Under Allocation to Fixed Income 

 

If our retirement system was to raise its allocation to the average fixed income exposure of OECD nations we 
would see an increased demand for fixed income of $1.3 trillion over the next 10 years which is equivalent to 
the creation of another two major banks. If our retirement system was only to grow to be just equal with the 
US, we would still see circa $650 billion in new demand for fixed income products. 
 
Figure 11: Super System could Provide Significant Long Term Secure Capital for Australia 
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With the growth rates anticipated for the super system its assets will exceed the Australian banking system 
by 2016. With a rational change in asset allocation the benefits to Australia would be huge including:  

 Increased long term funding for infrastructure; 

 Alternative sources of funding for the housing sector through an increased demand for  Australian 
RMBS; and 

 Further development of the much needed Australian domestic corporate bond market.   

Figure 12: Super System Assets Expected to Exceed Size of Major Bank Balance Sheets in 2016 

 

 
 
A recent paper by the RBA noted Australia’s financial institutions significant reliance on offshore debt. In the 
decade up to the GFC this debt grew rapidly and was driven by the major banks. Today, offshore investors 
fund circa two thirds of bonds issued by Australian financial institutions. Australia’s reliance on foreign 
borrowings was a significant pressure point for the Australian economy during the GFC, particularly as most 
of this debt is raised by only four financial institutions. Our financial system would benefit from a much more 
diversified pool of borrowers issuing corporate bonds, RMBS, and long term infrastructure bonds, all of which 
would help reduce Australia’s exposure to future funding shocks. 

Increased demand for such assets would therefore be to Australia’s benefit.  Life companies would be natural 
buyers of these long term fixed income securities to match the long term liabilities that they have to 
annuitants and other policyholders. Given the size of the benefit to both retirees and the financial system, we 
predict that over time these imbalances will be resolved by the coming together of these two systems.  

However we think that there would be a great national benefit from accelerating this matching process. 
Providing retirees with peace of mind whilst delivering a more stable and robust Australian financial system, 
is the most valuable change to the financial landscape that Australian policy makers could achieve. My 
personal view is that it will happen, the only uncertainty being exactly how and when it happens.  

Analysis from Access Economics has shown that retirees would be better off and Age Pension system costs 
could be reduced by 5% or $2.4 billion per annum if all retirees held 30% of their super assets in an annuity 
product.  

At Challenger we see the shift by Australian investors towards a greater allocation of fixed income occurring 
in three ways: 
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 Firstly, Investors directly buying corporate bonds or notes – this is likely but more appropriate to high 
net worth individuals; 

 Secondly, Investors buying unit trusts that contain fixed income assets – likely but more appropriate 
for the accumulation phase; or 

 And Thirdly, Investors buying annuities – likely and most appropriate for retirees who want certainty 
around  the term and quantum of their cash payments  

We see this shift happening because: 

 Post GFC investors are more risk averse after seeing the volatility and risk in their share portfolios; 
and 

 Baby Boomers moving into retirement will desire and seek more certainty. 

Australian retirees have been left stranded by the shift from a defined benefit to a defined contribution 
retirement system and are not well equipped to protect themselves from share market, longevity and inflation 
risks in retirement. Challenger believes that there needs to be a far greater focus on long term guaranteed 
income products for our retirees to assist them with these issues. Further Challenger believes that annuities 
can be a significant component of the solution. 

To that end, we have commissioned a number of studies and made submissions to the Henry and Cooper 
reviews.  As result of that work and recommendations that have already been made by key policymakers, we 
suggest that the following five policy initiatives are key to accelerating the solution to these important issues:  

1. Implementing the Henry Tax review Recommendations 20 and 21(3) which would allow life 
companies to provide better products to meet retiree‟s needs; 

2. Legislating Cooper Review Recommendation 7.4 which proposes that Trustees devise a post‐
retirement strategy to deal with market, inflation and longevity risks;  

3. Addressing the income tax disadvantages noted in the Henry Tax Review  that discourage 
Australians from saving using fixed income products; 

4. Harmonisation of bank and life company capital standards; and  
5. Harmonisation of guarantees on comparable bank and life company products. 

With the coming Tax Forum in the New Year, we call on the government to include these important 
issues on the agenda for that debate. 

I briefly mentioned brand at the beginning of my address. Given our position as a leader in the retirement 
income market and the importance of the issues facing retirees, Challenger will be rolling out a new 
advertising campaign – first to the trade press this week and then to consumers in late January.  
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In conclusion, we believe there is a bright future ahead for providers of secure retirement income products in 
Australia and that reforms designed to encourage greater use of these products would not only be valuable 
for retirees, but for the Australian financial system in general. Challenger has contributed significantly to this 
debate thus far and as a leader in the retirement income market will continue to advance what we see as 
important issues for Australian retirees. 

I‟d like to now hand back to Peter. 

Thank you. 

 

 

 

 


