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MARKET RELEASE

Reporting Template Update — Key Value Drivers (Asset Management Statutory Reporting)

17 December 2007, Sydney — Challenger Financial Services Group Limited (ASX:CGF) today released
a template in preparation for its interim results announcement providing additional disclosure on the key

value drivers of the statutory earnings for the Asset Management division, with prior year comparatives.
A copy of the template can also be downloaded from the Challenger website in excel format at:

http://www.challenger.com.au/content/2007.asp

Ends

Further enquiry: Suzanne Evans, Head of Investor Relations, Challenger Financial Services Group. 02 9994 7125
Eugenie Perks, Senior Manager, Media Relations, Challenger Financial Services Group. 02 9994 7509

Challenger Financial Services Group Limited A.B.N 85 106 842 371
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Changes to management reporting of statutory earnings
of the Asset Management division

In response to feedback from the investment community
Challenger is providing new management disclosure for
statutory accounting for its Asset Management division,
accompanied by prior year comparatives back to 2005 on a full
and half year basis

The disclosure aligns with the internal management of the
business which is focussed on total investment return, whilst
maintaining prudent capital, solvency and liquidity within Asset
Management, including its Life business

Following these changes, Challenger will no longer report on a
historic cost earnings basis for the Asset Management division,
aligning it with the three other divisions of Challenger
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Template changes

Asset Management
Statutory Result

Asset Management Full Year Half Year
$millions 2007 2006 2005 2H 07 1H 07 2H 06 1H 06 2H 05* 1H 05*
Income

Total investment income $362.5 $303.2 $286.7 '

Costs of fundingl $133.8, $118.5, $109.7 NeW fo rm at 1S

Net investment income $228.7 $183.7 $177.0 b Y b L 1

Net fee income $81.8 $37.0 $15.0 $59.5 $22.3 $21.0 $16.0 $14.0 $1.0 b ro a‘d ly consi Ste t

Other income - - - - - - - - - 1 1 1

Net income $310.5 $220.7 $192.0 $169.6 $140.9 $114.1 $106.6 $90.0 $102.0 Wi t h p rior d ISC | osu re’
Expenses the key changes are

Employee expenses ($60.2)  ($40.0)  ($25.0) ($28.7)  ($31.5)  ($22.0)  ($18.0)  ($16.0) ($9.0) to the com ponen ts of

Other ($17.3) ($14.0) ($12.0) ($9.8) ($7.5) ($7.0) ($7.0) ($7.0) ($5.0) i

Total expenses ($77.5)  ($54.0)  ($37.0) ($38.5)  ($39.0)  ($29.0)  ($25.0)  ($23.0)  ($14.0) t h e Net investment
EBIT $2330  $166.7  $1550  $131.1  $101.9 $85.1 $81.6  $67.0  $88.0 income line item
Significant items $205  ($14.0) . $85)  $29.0 $1.0  ($15.0) - - which are restated to
NPBT $253.5  $152.7  $1550  $122.6  $130.9 $86.1 $66.6 $67.0 $88.0 reflect the Asset
Management
EBIT margin 750%  755%  80.7%  77.3%  72.3%  74.6%  765%  74.4%  86.3% divisional focus on
Net investment income/Net income 73.6% 83.2% 92.2% 64.9% 84.2% 81.5% 85.0% 84.4% 99.0% R w“
Net fee income/Net income 26.4% 16.8% 7.8% 35.1% 15.8% 18.5% 15.0% 15.6% 1.0% d erivin g TOtal

”
Net Assets at beginning of financial year ($m) 883 686 626 883 883 686 686 626 626 l nves t men t Ret urn
RONA (annualised) 26.4% 24.3% 24.8% 29.7% 23.1% 24.6% 23.9% 21.4% 28.1%
Average investment portfolios ($bn)? 3.318 3.068 3.009 3.451 3.210 3.087 3.076 3.106 3.000 i
Average funding portfolios ($bn) 2.254 2.270 2.226 2.312 2.238 2.269 2.335 2.310 2.203 Net fee Incom e’ Net
. . income, Expenses,

Expressed as aratio of average portfolio . i
Total investment income® (on average investment portfolios) 10.9% 9.9% 9.5% 10.5% 11.3% 10.1% 9.6% 8.2% 10.7% EB |T, SI g 1] IfI cant
Costs of funding (on average funding portfolios) (5.9%) (5.2%) (4.9%) (6.1%) (5.6%) (5.4%) (4.9%) (4.3%) (5.4%) 5
Net investment income® (on average investment portfolios) 6.9% 6.0% 5.9% 6.4% 7.4% 6.0% 5.9% 4.9% 6.7% | te ms an d N P B T are
Net Assets ($m) - average’ 924.1 799.0 663.3 944.6 879.1 855.5 757.0 682.0 652.0 unc h n g ed

RONA (annualised on average Net Assets) 25.2% 20.9% 23.4% 27.8% 23.2% 19.9% 21.6% 19.6% 27.0%

* Includes the release of discount on annuities through time, cost of writing new business, distribution costs, administration costs and expense release in relation to annuities plus the costs of subordinated debt origination/servicing
2 Full year values calculated on a three point average and half year values calculated on a two point average

2 2006 does not include CIF distributions eliminated on consolidation (on a normalised basis the Total investment income in 2006 would have been 10.1% and Net investment income would have been 6.29%).

4 2005 comparative data shown on a proforma basis adopting consistent AIFRS treatment.
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Template changes

Asset Management
Statutory Result

Asset Management Full Year Half Year
$millions 2007 2006 2005 2H 07 1H 07 2H 06 1H 06 2H 05* 1H 05*
Income .
Total investment income $362.5 $303.2 $286.7 $180.3 $182.2 $154.4 $148.8 $125.6 $161.1 Total investment
Costs of fundingl ($133.8) ($118.5)  ($109.7) ($70.2)  ($63.6) ($61.3) ($58.2) ($49.6)  ($60.1) . . .
Net investment income $228.7  $183.7  $177.0  $110.1  $1186 $93.1 $90.6 $760  $101.0 income - included in
Net fee income $81.8 $37.0 $15.0 $59.5 $22.3 $21.0 $16.0 $14.0 $1.0 - - . .
Other income - - - - - - - - - thIS ||ne |tem.
Net income $310.5 $220.7 $192.0 $169.6 $140.9 $114.1 $106.6 $90.0 $102.0 . .
*running yield on
Expenses d
Employee expenses ($60.2) ($40.0) ($25.0) ($28.7) ($31.5) ($22.0) ($18.0) ($16.0) ($9.0) Inves t men t
Other ($17.3)  ($14.0)  ($12.0) ($9.8) ($7.5) ($7.0) ($7.0) ($7.0) (35.0) ortfolios
Total expenses ($77.5)  (354.0)  ($37.0) ($38.5)  ($39.0)  ($29.0) ($25.0) ($23.0)  ($14.0) p
[
EBIT $233.0 $166.7 $155.0 $131.1 $101.9 $85.1 $81.6 $67.0 $88.0 r eal IS ed g ains or
Significant items $20.5  ($14.0) - ($8.5) $29.0 $1.0  ($15.0) - - losses on
NPBT $253.5 $152.7 $155.0 $122.6 $130.9 $86.1 $66.6 $67.0 $88.0 InveStm ents over
most recent
.
_ valuation along
EBIT margin 75.0% 75.5% 80.7% 77.3% 72.3% 74.6% 76.5% 74.4% 86.3% . .
Net investment income/Net income 73.6% 83.2% 92.2% 64.9% 84.2% 81.5% 85.0% 84.4% 99.0% Wlth assocCl atEd
Net fee income/Net income 26.4% 16.8% 7.8% 35.1% 15.8% 18.5% 15.0% 15.6% 1.0% .
instruments used
Net Assets at beginning of financial year ($m) 883 686 626 883 883 686 686 626 626 a
RONA (annualised) 26.4%  243%  24.8% 20.7%  23.1%  24.6%  23.9%  21.4%  28.1% to hed geincome
Average investment portfolios ($bn)® 3.318 3.068 3.009 3.451 3.210 3.087 3.076 3.106 3.000 an d /O rc ap | tal
Average funding portfolios ($bn 2.254 2.270 2.226 2.312 2.238 2.269 2.335 2.310 2.203 .
ge funding portflios (Sor) « revaluation of
Expressed as a ratio of average portfolio H
Total investment income® (on average investment portfolios) 10.9% 9.9% 9.5% 10.5% 11.3% 10.1% 9.6% 8.2% 10.7% b Ot h n VeSt men t
Costs of funding (on average funding portfolios) (5.9%) (5.2%) (4.9%) (6.1%) (5.6%) (5.4%) (4.9%) (4.3%) (5.4%) an d fu n d | n g
Net investment income® (on average investment portfolios) 6.9% 6.0% 5.9% 6.4% 7.4% 6.0% 5.9% 4.9% 6.7% .
, portfolios along
Net Assets ($m) - average 924.1 799.0 663.3 944.6 879.1 855.5 757.0 682.0 652.0 E o
RONA (annualised on average Net Assets) 25.2% 20.9% 23.4% 27.8% 23.2% 19.9% 21.6% 19.6% 27.0% Wit h assoclat ed
hedging
* Includes the release of discount on annuities through time, cost of writing new business, distribution costs, administration costs and expense release in relation to annuities plus the costs of subordinated debt origination/servicing I n S t r U m e n tS

2 Full year values calculated on a three point average and half year values calculated on a two point average
2 2006 does not include CIF distributions eliminated on consolidation (on a normalised basis the Total investment income in 2006 would have been 10.1% and Net investment income would have been 6.2%).
4 2005 comparative data shown on a proforma basis adopting consistent AIFRS treatment.
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Template changes

Asset Management
Statutory Result

Asset Management Full Year Half Year
$millions 2007 2006 2005 2H 07 1H 07 2H 06 1H 06 2H 05* 1H 05*
Income .
Total investment income $362.5  $303.2  $286.7  $180.3  $182.2  $154.4  $1488  $1256  $161.1 Costs of fundin g-
Costs of fundingl ($133.8) ($118.5) ($109.7) ($70.2) ($63.6) ($61.3) ($58.2) ($49.6) ($60.1) . o o o
Net investment income $228.7  $183.7  $177.0  $110.1  $1186 $93.1 $90.6 $760  $101.0 included in this line
Net fee income $81.8 $37.0 $15.0 $59.5 $22.3 $21.0 $16.0 $14.0 $1.0 - .
Other income - - - - - - - - - |tem.
Net i 310.5 220.7 192.0 169.6 140.9 114.1 106.6 90.0 102.0
et income $ $ $ $ $ $ $ $ $ L release Of the
Expenses 0
Employee expenses ($60.2) ($40.0) ($25.0) ($28.7) ($31.5) ($22.0) ($18.0) ($16.0) ($9.0) d Iscou nt rate on
Other ($17.3)  ($14.0)  ($12.0) ($9.8) ($7.5) ($7.0) ($7.0) ($7.0) ($5.0) Ao
Total expenses ($77.5)  (354.0)  ($37.0) ($38.5)  ($39.0)  ($29.0) ($25.0) ($23.00  ($14.0) annuities th ro g h
EBIT $233.0 $166.7 $155.0 $131.1 $101.9 $85.1 $81.6 $67.0 $88.0 tl me
.
Significant items $20.5 ($14.0) - ($8.5) $29.0 $1.0 ($15.0) - - cou p ons on
subordinated
NPBT $253.5 $152.7 $155.0 $122.6 $130.9 $86.1 $66.6 $67.0 $88.0
debt (regulatory
.
_ capital)
EBIT margin 75.0% 75.5% 80.7% 77.3% 72.3% 74.6% 76.5% 74.4% 86.3% .
Net investment income/Net income 73.6% 83.2% 92.2% 64.9% 84.2% 81.5% 85.0% 84.4% 99.0% * COStS assocCl atEd
Net fee income/Net income 26.4% 16.8% 7.8% 35.1% 15.8% 18.5% 15.0% 15.6% 1.0% . . .
with raising
Net Assets at beginning of financial year ($m) 883 686 626 883 883 686 686 626 626 5
RONA (annualised) 26.4% 24.3% 24.8% 29.7% 23.1% 24.6% 23.9% 21.4% 28.1% fU n d N g
Average investment portfolios ($bn)® 3.318 3.068 3.009 3.451 3.210 3.087 3.076 3.106 3.000 ® COSt to erte new
Average funding portfolios ($bn) 2.254 2.270 2.226 2.312 2.238 2.269 2.335 2.310 2.203 . a
annuity business
Expressed as a ratio of average portfolio
Total investment income3(on average investment portfolios) 10.9% 9.9% 9.5% 10.5% 11.3% 10.1% 9.6% 8.2% 10.7% (m ar k tO mar ket
i i i 0/ 0/ 0, [ 0 0 0/ 0/ [y H H H
Cost-s of fundlng (on avaerage fundlng.portfollos) . (5.9%) (5.2%) (4.9%) (6.1%) (5.6%) (5.4%) (4.9%) (4.3%) (5.4%) on o I‘Ig N a.t|0 n)
Net investment income” (on average investment portfolios) 6.9% 6.0% 5.9% 6.4% 7.4% 6.0% 5.9% 4.9% 6.7% . )
. and commissions
Net Assets ($m) - average 924.1 799.0 663.3 944.6 879.1 855.5 757.0 682.0 652.0 o
RONA (annualised on average Net Assets) 25.2% 20.9% 23.4% 27.8% 23.2% 19.9% 21.6% 19.6% 27.0% pal d
e annuity portfolio
* Includes the release of discount on annuities through time, cost of writing new business, distribution costs, administration costs and expense release in relation to annuities plus the costs of subordinated debt origination/servicing S eer C e fee

2 Full year values calculated on a three point average and half year values calculated on a two point average
2 2006 does not include CIF distributions eliminated on consolidation (on a normalised basis the Total investment income in 2006 would have been 10.1% and Net investment income would have been 6.2%).
4 2005 comparative data shown on a proforma basis adopting consistent AIFRS treatment.
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Template changes

Asset Management
Statutory Result

$millions 2007 2006 2005 2H 07 1H 07 2H 06 1H 06 2H 05* 1H 05*
Income o

Total investment income $362.5  $303.2  $286.7  $180.3  $1822  $1544  $1488  $1256  $161.1 Net investment

Costs of fundingl ($133.8)  ($118.5) ($109.7)  ($70.2)  ($63.6)  ($61.3)  ($58.2)  ($49.6)  ($6 . . .

Net investment income $228.7 $183.7 $177.0 $110.1 $1186 $93.1 $90.6 $ $10 income - included in

Net fee income $81.8 $37.0 $15.0 $59.5 $22.3 $21.0 $16.0 $14.0 $1.0 : - : .

Other oo ’ ) ’ > ’ ’ ’ ’ ) this line item:

Net income $310.5  $220.7  $192.0  $169.6  $140.9  $114.1  $106.6 $90.0  $102.0 e sum of Total
Expenses [

Employee expenses ($60.2) ($40.0) ($25.0) ($28.7) ($31.5) ($22.0) ($18.0) ($16.0) ($9.0) I nves t men t

Other ($17.3)  ($14.0)  ($12.0) ($9.8) ($7.5) ($7.0) ($7.0) ($7.0) ($5.0) income and

Total expenses ($77.5)  ($54.0)  ($37.0)  ($38.5)  ($39.0)  ($29.0)  ($25.0) ($23.0)  ($14.0) C e di

osts of fundin
EBIT $233.0  $166.7  $155.0 $131.1  $101.9 $85.1 $81.6 $67.0 $88.0 9
Significant items $205  ($14.0) - ($8.5) $29.0 $1.0  ($15.0) - - .. .
ethis lineis
NPBT $253.5  $152.7  $155.0 $1226  $130.9 $86.1 $66.6 $67.0 $88.0 h df
unchange rom
.
prior statutory

EBIT margin 75.0%  755%  80.7% 773%  72.3%  746%  765%  744%  86.3% .
Net investment income/Net income 73.6%  83.2%  92.2% 64.9%  84.2%  815%  85.0%  84.4%  99.0% disclosure
Net fee income/Net income 26.4% 16.8% 7.8% 351%  15.8% 185%  15.0%  15.6% 1.0%
Net Assets at beginning of financial year ($m) 883 686 626 883 883 686 686 626 626
RONA (annualised) 26.4%  243%  24.8% 207%  231%  246%  23.9%  21.4%  28.1%
Average investment portfolios ($bn)? 3.318 3.068 3.009 3.451 3.210 3.087 3.076 3.106 3.000
Average funding portfolios ($bn) 2.254 2.270 2.226 2.312 2.238 2.269 2.335 2.310 2.203

Expressed as a ratio of average portfolio

Total investment income® (on average investment portfolios) 10.9% 9.9% 9.5% 10.5% 11.3% 10.1% 9.6% 8.2% 10.7%
Costs of funding (on average funding portfolios) (5.9%) (5.2%) (4.9%) (6.1%) (5.6%) (5.4%) (4.9%) (4.3%) (5.4%)
Net investment income® (on average investment portfolios) 6.9% 6.0% 5.9% 6.4% 7.4% 6.0% 5.9% 4.9% 6.7%
Net Assets ($m) - average’ 924.1 799.0 663.3 944.6 879.1 855.5 757.0 682.0 652.0
RONA (annualised on average Net Assets) 25.2% 20.9% 23.4% 27.8% 23.2% 19.9% 21.6% 19.6% 27.0%

* Includes the release of discount on annuities through time, cost of writing new business, distribution costs, administration costs and expense release in relation to annuities plus the costs of subordinated debt origination/servicing
2 Full year values calculated on a three point average and half year values calculated on a two point average

2 2006 does not include CIF distributions eliminated on consolidation (on a normalised basis the Total investment income in 2006 would have been 10.1% and Net investment income would have been 6.29%).

4 2005 comparative data shown on a proforma basis adopting consistent AIFRS treatment.
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Key value drivers of AM ‘spread’ business

Investment Returns Cost of Funding

(as % of ave. investment portfolios)

7.0% 6.0% 6.0% 6.3% 6.6%
50% | 5.7% 560  &0%  o—#
0% 070 101%  113% 9 50% 1 —i—
10.0% wﬁ’ 4.0% -
' 3.0% -
% | it i 1
5.0% 6.7% . 5 9% 6.0% 7.4% 6.4% igoﬁ; ] Transition period
0.0% - 0.0%
1HO5 2H05 1HO6 2H06 1HO07 2HO7 1HO5 2H05 1HO06 2H06 1HO7 2H07
—&— Average 10Yr Swap Rate Cost of funding
—&— Total investmentincome Netinvestmentincome
Asset Management - Capital Efficienc
g P y Key messages:
c 1000 - T 30.0% * Medium term trends show consistency
& 800 - N l . L 250% between Total investment income and Net
2 600 - 2 i i
g o u | 0.0 & investment income
%) : @) .. . .
< 200 1 1500 T  This is attributable to both portfolio
3] 7 . .
= 10.0% performance and predictable cost of funding
T T T . 0
1HOS ~ 2HOS ~ 1HO6  2HO6  1HO7 ~ 2HO7 » Generating returns on capital employed (Net
Net Assets (@) RONA RONA Target Asse_ts) in excess of RONA target - off a
growing capital base
. . 5%
1. In 2HO5 the Life company transitioned to new management structure arrangements. Challenger 2
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