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Abbreviations of company names used in this presentation. 

• MS&AD Holdings : MS&AD Insurance Group Holdings, Inc. 

• MS&AD : MS&AD Insurance Group 

• MSIG : Mitsui Sumitomo Insurance Group Holdings, Inc. 

• MSI : Mitsui Sumitomo Insurance Co., Ltd. 

• Aioi : Aioi Insurance Co., Ltd. 

• NDI : Nissay Dowa General Insurance Co., Ltd. 

• ADI : Aioi Nissay Dowa Insurance Co., Ltd. 

• Mitsui Direct General : Mitsui Direct General Insurance Co., Ltd. 

• MSI Kirameki Life : Mitsui Sumitomo Kirameki Life Insurance Co., Ltd. 

• Aioi Life : Aioi Life Insurance Co., Ltd. 

• MSI Aioi Life : Mitsui Sumitomo Aioi Life Insurance Co., Ltd. 

• MSI Primary Life : Mitsui Sumitomo Primary Life Insurance Co., Ltd. 

Caution Regarding Forward-looking Statements 

This document includes “forward-looking statements” that reflect the plans and expectations of MS&AD Insurance Group Holdings, Inc. (the 

“Company”) with respect to its business and results of operations. To the extent that statements in this document do not relate to historical or current 

facts, they constitute forward-looking statements. These forward-looking statements are based on the current assumptions and beliefs of the Company 

in light of the information currently available to it, and involve known and unknown risks, uncertainties and other factors. Such risks, uncertainties and 

other factors may cause the actual results, performance, achievements or financial position of the Company to be materially different from any future 

results, performance, achievements or financial position expressed or implied by these forward-looking statements. The Company undertakes no 

obligation to publicly update any forward-looking statements after the date of this document. Investors are advised to consult any further disclosures by 

the Company in its subsequent domestic filings in Japan. 

 

The risks, uncertainties and other factors referred to above include, but are not limited to: (1) economic conditions in Japan, the United States, Europe 

and China; (2) the extent of competition faced by the Company from Japan’s other major non-life insurance companies and new entrants in the 

Japanese non-life insurance market; (3) the extent of further deregulation of the Japanese insurance industry; (4) occurrence of natural disasters in 

Japan and elsewhere; (5) occurrence of losses the type or magnitude of which could not be foreseen at the time of writing the insurance policies 

covering such losses; (6) the price and availability of reinsurance; and (7) the performance of the Company’s investments. Further details of potential 

risks and uncertainties affecting the Company are described in its domestic filings in Japan including the Company’s annual report.  More information 

about Challenger can be found on its website or through its periodic and continuous disclosure announcements available at www.asx.com.au . 



1. Background and Strategy 
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•Formed an alliance from the second half of FY2015 in pursuit of mutual access to annuity markets in 

Japan and Australia that are expected to expand 

• Investing in Challenger Limited to strengthen strategic relationship and finance Challenger business 

growth 

Start of 
reinsurance 
transactions 
between 
Challenger Group 
and  MSI Primary 
Life  

 

Discussions on 
joint product 
development 

Subscription of 
new shares 
through 
Challenger 

(Acquisition ratio: 
approx. 6.3%) 

Additional 
acquisition of 
shares via market 

(Acquisition ratio: 
approx. 10%) 

Further 
strengthening of 
the strategic 
relationship 

Seeking to access 
the annuity market 

in Japan 

Seeking to diversify 
counterparties for 

hedge transactions 
in association with 

business expansion 

Challenger Limited 

MSI Primary Life 

November 2016 

August 2017 



•Acquisition of approx. 6.3% of the outstanding shares through a Challenger  allotment 

•Planning to grow holdings to 10% over the next 12 months 

2. Overview of This Investment 
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Transaction Capital participation in Challenger Limited 

Investment 

method 
Subscription of the newly issued Challenger ordinary shares through a Challenger allotment  

Acquisition ratio Approx. 6.3% of the outstanding shares 

Investment 

amount 
AUD 500 million (Approximately JPY 44 billion)*1 

Price 
30 business day volume weighted average price as of August 14, 2017: AUD12.97 

 + 2% premium - dividend 

Issue date August 23, 2017 

Source of funds Cash on hand 

Next steps 

MS&AD Holdings intends to grow its holding to 10% over the next 12 months via market, 

subject to market conditions, any necessary or desirable regulatory approvals and 

Challenger's circumstances. MS&AD Holdings reserves the right to change its intentions and 

acquire, dispose and vote its Challenger shares as it sees fit. 

*1 AUD 1 = JPY 88 



 Established: 1985 

 Headquarters: Sydney, New South Wales, Australia 

 Representatives: Chairman/ Peter Polson,  

    Managing Director & CEO/ Brian Benari 

 Number of employees*3 :655 

 Main lines of business： 
   Life business and funds management business 

 Main business location：Australia 

 Sales*4：AUD 4,952 million (approx. JPY 435.8 

billion*5) 

 Profit attributable to equity holders*4： AUD 398 

million JPY 35 billion*5) 

 Net assets (excluding non-controlling interests)*3 ： 
AUD 2,888 million (JPY 254.2 billion*5) 

 Rating*3 *6： S&P: Group Rating*7 A (Stable) 

        （Challenger Limited - BBB+ (Stable) 

3. Outline of Challenger Limited 
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• Challenger Limited is a top provider*1 of individual annuity in Australia in terms of total assets and sales and ranks 7th*2 in 

asset management in Australia. 

• In terms of its brand, sales network, service, technology and other areas, Challenger Limited has significant presence in 

the annuity market in Australia, which is expected to enjoy a significant growth, given the advance of the aging population, 

the increase in the numbers of retirees and mandated nature of Australia’s superannuation system. 

Challenger Limited 

Life insurance business 
Component ratio of segment 

profit: 92%*8 

Life insurance  
Challenger is a leading 

provider of products for retirees 

in Australia focusing on 

personal annuity insurance that 

takes into consideration market 

risk, inflation risk and longevity 

risk. 

 

   Breakdown of sales*4 

Funds management  
Component ratio of segment profit: 

8%*8 

Challenger Investment 

Partners  
Conducts asset management 

for investors with focus on 

assets from the life insurance 

business. 

 

Fidante Partners 
A multi-boutique asset 

management company with 15 

boutique partners. 

Invests actively in bonds, 

stocks, and alternative 

products. 
Fixed Term 

61% 
Lifetime 

20% 

Other 
19% 

Source: Challenger Limited Annual Report, Challenger Limited Analyst Pack, Rainmaker 

*1  According to Strategic Insight’s ranking “Total Sales, Annuity Business”    
*2 According to Rainmaker Roundup vol. 21/No.1 “Investment managers by consolidated FUM”    
*3 As of the end of FY2017 *4 Actual performance in FY2017 *5 AUD 1 = JPY 88 *6 Issuer credit rating *7 Rating of Challenger Life Company Limited  
*8 The ratio of EBIT in the segment to the sum of adjusted (evened out) EBIT in both segments 



3. Outline of Challenger Limited 

Challenger Principles 
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Being 

authentic and  

being accountable for  

what we say and do 

True collaboration and  

embracing diversity 

Superior  

customer  

service and providing  

innovative solutions to  

clients 

Achieving the best for  

the client, the business  

and employees 

Being responsible for  

how and what we do 

•The management philosophy of Challenger is compatible with the mission of the MS&AD Insurance 

Group. We can form a business partnership with shared values. 

Challenger’s Strengths 

 A life insurance company with a significant share of the annuity market in Australia 

 A unique business model consisting of the competitive annuity business and the funds management business, 

which has an advantage in various asset classes 

 Sustainable growth in earnings in the expanding annuity market 

 A management system with sophisticated risk management and governance  

 Compatibility between the management philosophy of Challenger, “To provide our customers with financial security 

for retirement,” and MS&AD’s mission, “Bringing security and safety through the global insurance and financial 

services business” 



4. Strategic Rationale 

(1) Strengthening the alliance between Challenger and MSI Primary Life 

(2) Further diversification of the business portfolio 

(3) Pursuing group-wide growth opportunities 

 

 

 Both companies share a management philosophy based on similar 

corporate cultures 

 Both companies can enjoy benefits through the strategic alliance 
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•Strengthening alliance between MSI Primary Life and Challenger from FY2016 and accessing Australian 

annuity market, which is expected to enjoy a significant growth, thereby diversifying risks 

MS&AD develops wide operations in the non-life 

insurance and life insurance markets in Japan and 

Asia as a market leader and aims to expand its 

International Business. 

Challenger provides retirement annuity and 

investment products to the retail market and 

institutional investors in Australia as a market 

leader and aims for further growth. 



•We will seek to maintain and strengthen our stable reinsurance business relationship and will seek to 

promote the development of new products, using Challenger’s expertise, and the sophistication of 

longevity risk management. 

Maintenance of the stable reinsurance business relationship 

Maintain and 
strengthen the stable 
relationship, where 
Challenger assumes 
reinsurance, to 
diversify hedges 
against risk in 
association with the 
business expansion 
of MSI Primary Life 

Joint development of new products 

Jointly develop new 
products using 
Challenger’s 
achievements and 
expertise in the 
annuity market in 
Australia 

Sophistication of longevity risk management 

Acquire and utilize 
Challenger’s risk 
management 
expertise, including  
super-long asset-
liability management, 
and expertise related 
to longevity risk 

Access to the Australian 
market 

Pursue the possibility 
of access to the 
annuity market in 
Australia, using 
Challenger’s sales 
network and brand 
power 

(1) Strengthening the Alliance between Challenger and MSI Primary Life 
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(2) Further Diversification of the Business Portfolio 

8 

 Incorporate credit investment opportunities in the 

asset management business mainly in Australia 

(i) Incorporating the growth of the annuity market in 

Australia 

(ii) Incorporating credit investment opportunities 

overseas 

Diversify the business portfolio through equity 

investment in the Australian annuity market. 

 Incorporate profits of the rapidly growing 

superannuation market in Australia. 

A leading company in the annuity 

market in Japan 

Top ranked in the industry based on a unique business 

model specializing in individual annuity in Australia 

•Expanding the life insurance business from Asia to Australia 

• Incorporating the annuity market in Australia, which shows growth potential, and diversifying the 

business portfolio 

Development of MS&AD’s life insurance 
business Diversification of the business portfolio 



(2) Further Diversification of the Business Portfolio  
(i) Incorporating the growth of the annuity market in Australia 
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•Given an aging population, the asset management market for retirees is expected to expand fourfold over the 

next 20 years. 

• Investing in Challenger, which has a 90% share in the principal guaranteed products market, demand for which is 

expected to expand. 

Challenger has an approx. 

90%*1 share in the principal 

guaranteed products market. 

(Source：Challenger’s presentation materials) 
(Source: NLI Research Institute) 

Number of people aged 65 or 
older in Australia 

(Source: Australian Bureau of Statistics) 

Pension system in Australia 

Expected expansion of 
superannuation assets 

(2017 – 2035) 
(AUD Billion) 

Annual transfer to retirement phase 
(Estimation by Challenger) 

Principal guaranteed products 

5% 

Products without principal 

guarantee 

(investment trust, stock, etc.) 

95% 

Expanding annuity market in Australia 

Female Male 

Low        Income        High 
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*1 Source：Strategic Insight  

            – New Business Sales (as of December 2016) 



Challenger’s Life Insurance Investment 
Portfolio 

(As of June 2017) 

Trend of Investment Yield in 
Challenger’s Life Insurance Business  

•Generating investment profit in life insurance business through the profitable investment portfolio that 

focuses on corporate credit, ABS and property investment in the Australian market 
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Property 

22% 

Equity and other 9% 

Infrastructure 3% 

Australian office 

49% 

Australian retail 

28% 

Australian industrial 

5% 

Japanese  

7% 

REIT and other 

11% 

Cash and equivalents 

14% 

ABS 

(Asset Backed  

Securities) 

42% 

Corporate credit 

44% 

765.8 767.5 
813.5 

117.1 134.9 
131.0 

FY2015 FY2016 FY2017

Policyholders' funds Shareholders' funds

(AUD, mil) 

Fixed income  

and cash 

66% 

 
(Investment grade 

76%) 

(2) Further Diversification of the Business Portfolio  
(ii) Incorporating credit investment opportunities overseas 



Consumers Advisers 

(3) Pursuing Growth opportunities in the Group 

•Through the investment in, and alliance with, Challenger and personnel exchange associated with the 

foregoing, we will seek to build a long-term strategic relationship with Challenger and work to bring 

growth opportunities on a group-wide basis by harnessing its know-how, network and other strengths. 

 Providing investment products including bonds, 

equities and alternatives in Australia and globally 
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Challenger’s brand strength 

Trend of Challenger funds management FUM 

(AUD, bil) 

CAGR for the past 5 years: 17% 

96% 

62% 

Award-winning advertisement 

Brand strengthening Investment capability  



Reference： Challenger’s Growth and Profitability 



1 

2 AMP Group 

3 National Australia / MLC Group 

4 OnePath Australia Group 

5 CommInsure Group 

6 ClearView Life 

7 BT / Westpac Group 

8 Zurich Group 

9 Suncorp Group 

10 Macquarie Life 

Challenger’s Ranking and Share in the Australian Annuity Market*1 

3,795 

1,841 

1,526 

193 

164 

68 

19 

7 

4 

1 

0 1,000 2,000 3,000 4,000

49.8% 

24.2% 

20.0% 

2.5% 

2.1% 

0.9% 

0.2% 

0.1% 

0.1% 

0.0% 

*1 Source：Strategic Insight. Total sales basis as of December 2016. 

Market Share (AUD, mil) 
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Challenger’s High Growth Potential and Profitability（1） 

Life Insurance Liabilities 

Life Sales 
(AUD, mil) 

(AUD, mil) 

Funds Under Management 

(AUD, bil) 

Life Insurance Business Funds Management Business 

*1 2014 – 2017 Compound Average Growth Rate  

*1 

*1 

*1 

Equities Bonds Alternatives 

Diversified managers and investment strategies 

Funds management company specializing in bond and property investment 

Challenger Investment Partners 
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35.9 
44.7 43.0 

51.0 

11.2 

13.2 13.7 

15.9 

47.1 

57.9 56.7 

66.9 

4.1 
2.1 

(0.5)

4.5 

0

10

20

30

40

50

60

70

FY14 FY15 FY16 FY17

Fidante Partners Challenger Investment Partners

CAGR

12.4%

12.3%

12.4%

Fidante 
Partnersへの
純フロー

Challenger 
Investment 
Partners

への純フロー

ディストリ
ビューション

マーケットに
よる増減

Net flows to  

Fidante 

Partners 

Net flows to  

Challenger 

Investment 

Partners 

Distribution 

Market 

linked 

movement 

7,824
8,693

9,559 10,322

1,072
945

1,316
1,688

8,897
9,637

10,874

12,010

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

FY14 FY15 FY16 FY17

年金 その他

CAGR

9.7%

16.3%

10.5%

2,186 2,273
2,770 3,024

613 480

581

987

582 944

999

941

3,380
3,697

4,350

4,952

0

1,000

2,000

3,000

4,000

5,000

FY14 FY15 FY16 FY17

確定年金 終身年金 その他

CAGR

11.4%

17.2%

13.6%

17.4%

Fixed Term Lifetime Other 

Life Annuity Other 



404 
457 

500 531 

43 

44 
37 

45 
388 

438 
472 

510 

(60) (62) (66) (66)

(100)

0

100

200

300

400

500

600

FY14 FY15 FY16 FY17

生命保険事業 ファンド運用事業 コーポレート部門

CAGR

9.6% 

1.4% 

9.5% 

341

299

328

398

16.7%

12.4% 12.5%

14.4%

0.0%

5.0%

10.0%

15.0%

20.0%

0

50

100

150

200

250

300

350

400

FY14 FY15 FY16 FY17

税引後法定利益 ROAE

Normalised EBIT Statutory NPAT / ROAE 

Life normalised COE*1 Life COE*1 margin composition 
(AUD, mil) 

*2 

(AUD, mil) 
*2 

(AUD, mil) 

*1 Cash Operating Earnings  
*2 2014 – 2017 Compound Average Growth Rate 
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3.00% 2.84% 2.71% 2.68%

0.94%
0.97% 1.02% 0.89%

0.52% 0.66% 0.76%
0.72%

4.46% 4.47% 4.49%
4.29%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

FY14 FY15 FY16 FY17

商品キャッシュ利益率 株主資本運用利益率 平準化資本増加率Product Cash Margin 
Investment Yield – 

Shareholders’ Funds 
Normalised Capital 

Growth 

Statutory NPAT 

Challenger’s High Growth Potential and Profitability（2） 

481

544
592

631

0

100

200

300

400

500

600

700

FY14 FY15 FY16 FY17

CAGR

9.5%

Life 
Funds  

Management 
Corporate 



Challenger’s Share Price, Earnings Per Share and Net Assets Per Share 

(AUD) 

Share price and last 30 business days VWAP Earnings per share* (2012-2017) 

(AUD cents) 

Net assets per share (2012-2017) 

(AUD) 

CAGR：19.7% 

CAGR：9.9% 
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28.8 

79.2 

66.3 

54.8 
58.5 

70.7 

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

FY12 FY13 FY14 FY15 FY16 FY17

3.20 

3.78 

4.22 
4.60 

4.80 
5.14

0.00

1.00

2.00

3.00

4.00

5.00

6.00

FY12 FY13 FY14 FY15 FY16 FY17

* Basic statutory earnings per share 

8.00

9.00

10.00

11.00

12.00

13.00

14.00

15.00

17/01/01 17/02/07 17/03/17 17/04/23 17/05/31 17/07/07 17/08/14

Challenger stock

12.85
(+14.3%)

12.97
13.06

Issue Price

Latest 30 business day 
VWAP



49% 
50% 50% 

40%

45%

50%

55%

FY15 FY16 FY17 FY18e

Challenger’s Dividends and Total Shareholder Return 
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Dividends (2007-2017) Total shareholder return (TSR) 

Normalised dividend payout ratio 

 Dividend policy： 
  45% to 50% of Normalised net profit after tax 

Target range 

0

5

10

15

20

25

30

35

40

FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17

0%

50%

100%

150%

200%

250%

300%

350%

1 year 2 years 3 years 4 years 5 years

Challenger ASX200 Index ASX200 Financial Index


