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MARKET RELEASE

Reporting Template

19 January 2009, Sydney — On 10 November 2008 Challenger Financial Services Group Limited
(ASX:CGF) announced changes to its divisional structure - Life, Funds Management and Mortgage

Management.

Reflecting those divisional changes, Challenger today released a short presentation (attachment 1)
summarising the impact in its financial reporting template (attachment 2) including changes to
divisional results in prior periods.

Challenger is scheduled to release its 1H09 interim results on 16 February 2009.

A copy of the template can also be downloaded from Challenger’s website at:

www.challenger.com.au.

Ends

Further enquiry: Suzanne Evans, Head of Investor Relations, Challenger Financial Services Group. 02 9994 7125
Lynn Anderson, Media Relations, Challenger Financial Services Group. 02 9994 7008

Challenger Financial Services Group Limited A.B.N 85 106 842 371



Attachment 1

19 January 2009




Template Changes

10 November 2008 Challenger announced that it would simplify
its divisional structure to the following three businesses:

Life (previously part of Asset Management)

Funds Management (existing division merged with Specialised
Funds Management which was previously part of Asset
Management) and

Mortgage Management (encompassing both the lending and
platform operations)

The changes in structure have necessitated minor updates to
the reporting template from 1HO9 (attachment 2)

Data for prior comparative periods for each division has been
provided, including:

greater transparency on the fee income lines for Funds
Management / Specialised Funds

expense base for Life now reported separately
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Reporting template — Life

Life - detailed management financials

sm 2008 2007 2H 08 1H 08 2H 07 1H 07
Investment yield 3925 2359 2148 1777 119.0 1169
Interest expenses (224.0) (109.5) (126.5) (97.5) (58.3) (51.2)
Fees & commissions paid (25.2) (16.0) (3.9) (16.3) (8.3) 7.7
Cash spread eamings 1433 110.4 794 63.9 524 58.0
MNormalised capital growth 64.6 534 335 A 251 28.3
Mormalised Cash Operating Earnings 207.9 163.8 112.9 95.0 7.5 86.3
Personnel expenses (16.3) (14.4) (8.0) (8.4) {6.5) {7.8)
Other expenses (6.7} (8.1) (1.9) (4.9) (4.4) (3.8)
Total Expenses (23.1) (22.5) (9.8) (13.3) {10.9) (11.6)
Mormalised EBIT 184.8 141.3 103.0 81.8 66.6 747
Invesimeant experience (270.7) 708 (261.9) (8.3) 3re 332
Significant items (45.8) 205 (45.8) - (8.5) 200
Met profit/{loss) before tax (131.7) 232.6 (204.7) 73.0 95.7 136.9
Performance Analysis

Cost to income ratio” 11.1% 13.8% 8.7% 14.0% 14.1% 13.5%
COpening Net Assets (3m) a1 872 981 @81 872 arz
Mormalised ROMA 18.8% 16.2% 21.0% 16.7% 15.3% 17.1%
Avg Investment Assets — CL2 (3bn) 5,060.0 32640 53824 4.804.0 33737 31710
Avg Funding book — annuities (Sbn) 36034 21764 3,806.6 34285 21289 22135
Avg Funding book — sub debt (5bn) 4273 98.6 558.8 2939 1831 245
Avg Funding book (3bn) 403086 22750 4,365.4 37224 23120 22380
Margins (bps) *

Investment yield 7.8% 7.2% 8.0% 7.4% T 1% T 4%
Interest expenses (4.4%) (3.4%) (4.7%) (4.1%) {3.5%) (3.2%)
Fees & commissions paid (0.5%) (0.5%) (0.3%) (0.7%) {0.5%) (0.5%)
Cash spread earnings 2.8% 3.4% 2.9% 2.7% 31% 3.7%
MNormalised capital growth 1.3% 1.6% 1.2% 1.3% 1.5% 1.8%
Mormalised Cash Operating Earnings 4.1% 5.0% 4.2% 4.0% 4.6% 5.4%

1 Calculated as Expenses / Net Income
* Rafio of average investment assets

Fixed income now
managed within
Life business
resulting in the
reclassification of
fee income relating

to fixed income
assets to
investment yield

Expense base
for Life Company
now reported
separately (with
Specialised
Funds/Fee
operations
appearing in
Funds
Management)
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Reporting template — Funds Management

Funds Management — detailed management financials

$m 2008 2007 2H 08 1H 08 2H 07 1H 07 i
Managed Funds Fee Income
Net management fees 137.0 1236 622 749 64.7 58.9 disclosure
Performance / Transaction fees 10 157 05 05 46 11.1 .
Fess & commissions paid (37.8) (31.6) (18.8) (19.0) (16.6) (15.0) increased for both
Net Income 100.2 107.8 439 56.4 52.7 55.1 core Funds
Specialised Funds operations and
Net management fees 35.1 248 191 16.1 15.8 90 SpeCialised Funds —
Performance / Transaction fees 519 511 213 307 387 124
Net Income 87.1 75.9 03 26.8 54.5 214 performance /
Total Net Income 187.3 183.7 84.2 103.1 107.2 76.5 trans. versus
mgmt.
Personnel expenses (80.5) (87.2) (36.8) (43.7) (39.7) (478)
Other expenses (38.5) (36.0) (16.4) (22.0) (17.9) (18.0)
Total Expenses (118.9) (123.2) (53.2) (65.7) (57.6) (65.5)
Normalised EBIT 68.4 60.5 31.0 374 49.6 10.9
Significant tems - - - - - -
Net profit/({loss) before tax 68.4 60.5 31.0 374 49.6 10.9

Performance Analysis

Cost to income ratio 63.5% 67.1% 63.2% 63.8% E37% 85.8%

Opening Net Assets (Sm) 157 146 157 157 146 146 :

Normalised RONA 43 5% 41.4% 395% 47 6% 67 9% 14.9% Combined expense
Average FUM (Sbn) - Funds * 177 155 16.3 19.2 16.9 142 base for r_nerged
Average FUM (Sbn) - Specialisad funds’ 53 31 6.1 44 34 29 Operatlons

Average FUM (Sbn) - Total 230 18.6 224 36 203 17.1

Margins (bps)?*

Net margin - Managed funds 56 60 53 58 58 62
Net margin - Specialised funds 66 80 63 72 94 63
Net margin - Funds Management 58 63 56 61 63 62

' Average Funds under Management calculated on a monthly basis
2 Margin (bps) excludes performance and transaction fees

[V
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Reporting template — Mortgage Management

Mortgage Management — consolidated detailed management financials

sm 2008 2007 2H 08 1H 08 2H 07 1H 07
Lending

Residential fees received & receivable 281.6 2824 136.8 144.8 142.0 1404 .
Commercial fees received & receivable 224 27 10.8 1.6 118 10.9 Total lending
Fees & commissions paid* 71.1) 72.2) {35.4) (35.7) (35.2) (37.0) income reported
Acquisition cost amortfisation’ (89.8) (64.8) (44.0) (45.8) (42.9) (41.9)

Net fee income 143.1 148.1 68.2 74.9 75.7 72.4 tOQEther

Other income - - (1.6) 1.6 - -

Net Lending Income 143.1 148.1 66.6 76.5 75.7 72.4

Broker Platforms ?

Fees received & receivable 1141 - 67.3 46.8 - -
Fees & commissions paid (96.5) - {56.9) (39.6) - -
Net fee income 17.6 - 10.4 7.2 - -
Other income a2 - 29 13 . . Broker Platforms
Net Broker Platforms Income 21.8 - 13.3 8.5 - - reported alongside
Personnel expenses (45.3) {40.7) (22.4) {22.9) (19.8) (20.9) lending operations
Other expenses {18.5) (17.4) (9.4) (10.1) (8.9) (8.5)
Total Expenses {64.8) {58.1) {31.8) (33.0) (28.7) {29.4)
Normalised EBIT 100.1 90.0 48.1 52.0 47.0 43.0
Significant items (22.0) - (22.0) - - -
Net profit/{loss) before tax 7841 90.0 26.1 52.0 47.0 43.0 Combined
Performance Analysis expense base fOf
Cost to income ratio 39.3% 39.2% 39.8% 38.8% 37.9% 40.6% |end|ng &
Opening Net Assets (Sm) 469 412 469 469 412 M2
Normalised RONA 21.3% 21.8% 20.5% 22.2% 22.8% 20.8% plat.forms _aS
operations aligned
Residential average lending parifolio ($hn) 19.9 189 19.5 202 192 186 to fU rther enh.an ce
Commercial average lending portfolio (Sbn) 31 28 31 a1 30 27 cost synergies
New husiness flow - Broker platforms ($on) 8.5 - 50 ih - -
Awverage trail book portfolio - Broker platfiorms (3bn) 236 - 246 226 - -
! Applicable for Residential Lending only 5'.
* 2008 income includes acquisition of Choice from September 2007 and 2008 income includes acquistion of PLAN from Cctober 2008 c h a l l e n ge r -
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Reporting template — Group

Consolidated Profit and Loss

3m 2008 2007 2H 08 1H 08 2H 07 1H 07
Cash spread earnings 143.3 1104 794 635 524 55.0
Mormalised capital growth 846 534 33.5 311 25.1 28.3
Mormalised COE ' 207.9 163.8 112.9 95.0 77.5 86.3
Met fas income 3481 INT 162.8 185.2 182.9 1488
Other income 10.7 6.5 1.3 9.4 4.8 2.0
Met Income 566.7 502.3 277.0 289.7 265.2 2371
Perzonnel expenses (178.7) {(174.2) (85.8) (92.9) (G34.5) (89.8)
Other expenses T7.4) (72.3) (34.1) (43.3) (38.0) (34.3)
Total Expenses (256.1) (246.5) (119.9) (136.2) (122.8) {123.9)
Mormalised EBIT 3M0.5 255.8 157.0 153.5 142.6 113.2
Interest and borrowing costs (41.3) (33.7) {15.6) (25.7) (17.8) {15.9)
Discontinued operations ° 101 8.3 52 45 5.0 33
MNormalised profit before tax 279.3 230.4 146.6 132.7 129.5 100.6
Tax (61.4) (48.4) (30.5) (30.9) {25.1) (23.2)
MNormalised profit after tax 217.9 182.0 116.0 101.9 104.7 T7.4
Invesiment experience (192.3) 406 {186.2) (6.2) 26.3 232
Significant items (69.8) 224 (69.8) - (5.9) 29.3
Met profit/{loss) after tax (44.2) 255.0 (140.0) 95.7 125.1 129.9
Performance Analysis

Cost to incame ratic** 45 2% 49.1% 43.3% 47.0% 46.2% 52.3%
Effective tax rate on normalised NPBT 22.0% 21.0% 20.8% 23.2% 19.4% 23.1%
Opening Met Assets (3m) 1,449 1,260 1,445 1,448 1,260 1,260
Mormalized ROMA 22.0% 18.4% 22.4% 19.6% 21.2% 15.6%
Group headcount (FTE}* 911 1083 911 1175 1063 998

'CoE represents cash operating amings

? Restated for exclusion of Financial Planning

? Caloulated as Expenses / Mat Income

* 2005 staff numbers exclude 188 employees associated with the Financial Planning sale completed on 30 June

¥ Discontinued DOperations represents Financial Flanning

Cash spread
earnings increased
following the
reclassification of
fee income to
investment yield in
Life

Discontinued
operations refers
to the Financial
Planning division —
sold on 30 June
2008 to AXA
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Cash Operating Earnings (COE) — Life
Management Reporting

Cash ‘spread’ earnings

Cash and accrued investment yield net of interest &
commissions / fees

Normalised Capital Growth

Medium term growth rates x asset allocations

Investment experience

Realised / unrealised mark to market gains and losses net of
normalised capital growth

Normalised Cash
Operating Earnings

Vh
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Consolidated Profit and Loss

Normalised EBIT by Division

Funds Management — detailed management financials

Mortgage Management — consolidated detailed management financials
Life - detailed management financials

Life — investment experience
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Consolidated Profit and Loss

$m 2008 2007 2H 08 1H 08 2H 07 1H 07
Cash spread earnings 143.3 110.4 79.4 63.9 52.4 58.0
Normalised capital growth 64.6 53.4 335 311 25.1 28.3
Normalised COE * 207.9 163.8 112.9 95.0 77.5 86.3
Net fee income 348.1 3317 162.8 185.2 182.9 148.8
Other income 10.7 6.8 1.3 9.4 4.8 2.0
Net Income 566.7 502.3 277.0 289.7 265.2 237.1
Personnel expenses (178.7) (174.2) (85.8) (92.9) (84.6) (89.6)
Other expenses (77.4) (72.3) (34.1) (43.3) (38.0) (34.3)
Total Expenses (256.1) (246.5) (119.9) (136.2) (122.6) (123.9)
Normalised EBIT 310.5 255.8 157.0 153.5 142.6 113.2
Interest and borrowing costs (41.3) (33.7) (15.6) (25.7) (17.8) (15.9)
Discontinued operations ° 10.1 8.3 5.2 4.9 5.0 3.3
Normalised profit before tax 279.3 230.4 146.6 132.7 129.8 100.6
Tax (61.4) (48.4) (30.5) (30.9) (25.1) (23.2)
Normalised profit after tax 217.9 182.0 116.0 101.9 104.7 77.4
Investment experience (192.3) 49.6 (186.2) (6.2) 26.3 23.2
Significant items (69.8) 23.4 (69.8) - (5.9) 29.3
Net profit/(loss) after tax (44.2) 255.0 (140.0) 95.7 125.1 129.9

Performance Analysis

Cost to income ratio? 3 45.2% 49.1% 43.3% 47.0% 46.2% 52.3%
Effective tax rate on normalised NPBT 22.0% 21.0% 20.8% 23.2% 19.4% 23.1%
Opening Net Assets ($m) 1,449 1,260 1,449 1,449 1,260 1,260
Normalised RONA 22.0% 18.4% 22.4% 19.6% 21.2% 15.6%
Group headcount (FTE) 4 911 1063 911 1175 1063 996

 COE represents cash operating earnings

2 Restated for exclusion of Financial Planning

% Calculated as Expenses / Net Income

4 2008 staff numbers exclude 189 employees associated with the Financial Planning sale completed on 30 June
® Discontinued Operations represents Financial Planning



Normalised EBIT by Division
$m

Life

Mortgage Management

Funds Management

Corporate

Normalised EBIT (continuing operations)
Discontinued Operations!

Normalised EBIT

* Discontinued Operations represents Financial Planning

challenger'g‘;f‘

2008 2007
184.8 1413
100.1 90.0

68.4 60.5
(42.8) (36.0)
3105 255.8

10.1 8.3
320.6 264.1

2H 08 1H 08 2H 07 1H 07
103.0 81.8 66.6 747
48.1 52.0 47.0 43.0
31.0 37.4 49.6 10.9
(25.2) 17.7) (20.6) (15.3)
156.9 153.5 142.6 113.2
5.2 4.9 5.0 3.3
162.2 158.4 147.6 116.5
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Funds Management — detailed management financials

$m 2008 2007 2H 08 1H 08 2H 07 1H 07
Managed Funds

Net management fees 137.0 123.6 62.2 74.9 64.7 58.9

Performance / Transaction fees 1.0 15.7 0.5 0.5 4.6 11.1

Fees & commissions paid (37.8) (31.6) (18.8) (19.0) (16.6) (15.0)

Net Income 100.2 107.8 43.9 56.4 52.7 55.1

Specialised Funds

Net management fees 351 24.8 19.1 16.1 15.8 9.0
Performance / Transaction fees 51.9 51.1 21.3 30.7 38.7 12.4
Net Income 87.1 75.9 40.3 46.8 54.5 21.4
Total Net Income 187.3 183.7 84.2 103.1 107.2 76.5
Personnel expenses (80.5) (87.2) (36.8) (43.7) (39.7) (47.6)
Other expenses (38.5) (36.0) (16.4) (22.0) (17.9) (18.0)
Total Expenses (118.9) (123.2) (53.2) (65.7) (57.6) (65.6)
Normalised EBIT 68.4 60.5 31.0 374 49.6 10.9

Significant items - - - - - -

Net profit/(loss) before tax 68.4 60.5 31.0 374 49.6 10.9

Performance Analysis

Cost to income ratio 63.5% 67.1% 63.2% 63.8% 53.7% 85.8%
Opening Net Assets ($m) 157 146 157 157 146 146
Normalised RONA 43.5% 41.4% 39.5% 47.6% 67.9% 14.9%
Average FUM ($bn) - Funds * 17.7 15.5 16.3 19.2 16.9 14.2
Average FUM ($bn) - Specialised funds* 5.3 3.1 6.1 4.4 34 2.9
Average FUM ($bn) - Total 23.0 18.6 224 23.6 20.3 17.1

Margins (bps)2

Net margin - Managed funds 56 60 53 58 58 62
Net margin - Specialised funds 66 80 63 72 94 63
Net margin - Funds Management 58 63 56 61 63 62

* Average Funds under Management calculated on a monthly basis
2 Margin (bps) excludes performance and transaction fees



Mortgage Management — consolidated detailed management financials
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$m 2008 2007 2H 08 1H 08 2H 07 1H 07
Lending
Residential fees received & receivable 281.6 282.4 136.8 144.8 142.0 140.4
Commercial fees received & receivable 22.4 22.7 10.8 11.6 11.8 10.9
Fees & commissions paid* (71.2) (72.2) (35.4) (35.7) (35.2) (37.0)
Acquisition cost amortisation* (89.8) (84.8) (44.0) (45.8) (42.9) (41.9)
Net fee income 143.1 148.1 68.2 74.9 75.7 72.4
Other income* - - (1.6) 1.6 - -
Net Lending Income 143.1 148.1 66.6 76.5 75.7 72.4
Broker Platforms 2
Fees received & receivable 114.1 - 67.3 46.8 - -
Fees & commissions paid (96.5) - (56.9) (39.6) - -
Net fee income 17.6 - 10.4 7.2 - -
Other income 4.2 - 2.9 1.3 - -
Net Broker Platforms Income 21.8 - 13.3 8.5 - -
Personnel expenses (45.3) (40.7) (22.4) (22.9) (29.8) (20.9)
Other expenses (19.5) (17.4) (9.4) (10.1) (8.9) (8.5)
Total Expenses (64.8) (58.1) (31.8) (33.0) (28.7) (29.4)
Normalised EBIT 100.1 90.0 48.1 52.0 47.0 43.0
Significant items (22.0) - (22.0) - - -
Net profit/(loss) before tax 78.1 90.0 26.1 52.0 47.0 43.0
Performance Analysis
Cost to income ratio 39.3% 39.2% 39.8% 38.8% 37.9% 40.6%
Opening Net Assets ($m) 469 412 469 469 412 412
Normalised RONA 21.3% 21.8% 20.5% 22.2% 22.8% 20.8%
Residential average lending portfolio ($bn) 19.9 18.9 19.5 20.2 19.2 18.6
Commercial average lending portfolio ($bn) 3.1 2.8 3.1 3.1 3.0 2.7
New business flow - Broker platforms ($bn) 8.5 - 5.0 3.5 - -
Average trail book portfolio - Broker platforms ($bn) 23.6 - 24.6 22.6 - -
Margin (bps)
Lending
Residential fees received & receivable 142 149 140 143 148 151
Commercial fees received & receivable 72 81 70 75 79 81
Fees & commissions paid * (36) (38) (36) (35) 37) (40)
Acquisition cost amortisation* (45) (45) (45) (45) (45) (45)
Lending net fee income 62 68 60 64 68 68
Broker Platforms
Fees received & receivable 134 - 135 134 - -
Fees & commissions paid (114) - (114) (113) - -
Broker Platforms net income 21 - 21 21 - -

* Applicable for Residential Lending only

22008 income includes acquisition of Choice from September 2007 and 2009 income includes acquistion of PLAN from October 2008



W™,
challenger£2

Life - detailed management financials

$m 2008 2007 2H 08 1H 08 2H 07 1H 07

Investment yield 392.5 235.9 214.8 177.7 119.0 116.9
Interest expenses (224.0) (109.5) (126.5) (97.5) (58.3) (51.2)
Fees & commissions paid (25.2) (16.0) (8.9) (16.3) (8.3) 7.7
Cash spread earnings 143.3 110.4 79.4 63.9 52.4 58.0
Normalised capital growth 64.6 53.4 335 311 25.1 28.3
Normalised Cash Operating Earnings 207.9 163.8 112.9 95.0 775 86.3
Personnel expenses (16.3) (14.4) (8.0) (8.4) (6.5) (7.8)
Other expenses (6.7) (8.1) (1.9 (4.9 (4.4) (3.8)
Total Expenses (23.1) (22.5) (9.8) (13.3) (10.9) (11.6)
Normalised EBIT 184.8 141.3 103.0 81.8 66.6 74.7
Investment experience (270.7) 70.8 (261.9) (8.8) 37.6 33.2
Significant items (45.8) 20.5 (45.8) - (8.5) 29.0
Net profit/(loss) before tax (131.7) 232.6 (204.7) 73.0 95.7 136.9

Performance Analysis

Cost to income ratio* 11.1% 13.8% 8.7% 14.0% 14.1% 13.5%
Opening Net Assets ($m) 981 872 981 981 872 872
Normalised RONA 18.8% 16.2% 21.0% 16.7% 15.3% 17.1%
Avg Investment Assets — CL2 ($bn) 5,060.0 3,264.0 5,382.9 4,804.0 3,373.7 3,171.0
Avg Funding book — annuities ($bn) 3,603.4 2,176.4 3,806.6 3,428.5 2,128.9 2,213.5
Avg Funding book — sub debt ($bn) 427.3 98.6 558.8 293.9 183.1 24.5
Avg Funding book ($bn) 4,030.6 2,275.0 4,365.4 3,722.4 2,312.0 2,238.0

Margins (bps) ?

Investment yield 7.8% 7.2% 8.0% 7.4% 7.1% 7.4%
Interest expenses (4.4%) (3.4%) (4.7%) (4.1%) (3.5%) (3.2%)
Fees & commissions paid (0.5%) (0.5%) (0.3%) (0.7%) (0.5%) (0.5%)
Cash spread earnings 2.8% 3.4% 2.9% 2.7% 3.1% 3.7%
Normalised capital growth 1.3% 1.6% 1.2% 1.3% 1.5% 1.8%
Normalised Cash Operating Earnings 4.1% 5.0% 4.2% 4.0% 4.6% 5.4%

* Calculated as Expenses / Net Income
2 Ratio of average investment assets
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Life — investment experience

Growth 2008 2007 2H 08 1H 08 2H 07 1H 07
Rate $m $m $m $m $m $m
Average investment assets *
Debt & fixed interest (0.35%) 2,899 1,382 3,127 2,710 1,661 1,220
Infrastructure 4.0% 888 582 971 820 618 541
Property (net) 2.5% 1,068 1,188 1,075 1,067 973 1,313
Equity and other investments 6.0% 205 112 210 207 122 97
Total average investment assets 5,060 3,264 5,383 4,804 3,374 3,171
Normalised capital growth
Reconciliation
Investment experience (271) 71 (262) 9) 38 33
Normalised capital growth 65 53 34 31 25 28
Actual capital growth (206) 124 (228) 22 63 62

* 2008 calculated on a 12 month average. 2007 & 2006 calculated on quarterly averages
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