Hello and welcome, ladies and gentlemen.
I am Fujii from MS&AD Holdings.
We sincerely appreciate your participation, despite your busy schedule and our short
notice, in today’s briefing session on the strategic partnership with Challenger Limited, a
financial Group in Australia.
In this teleconference, I’d like to explain the investment in Challenger that we just
announced this morning including the background leading to the decision, future
prospects and strategic rationale for the MS&AD Holdings Group.

Now, please look at page 2 of the information material.
I’d like to talk about the circumstances and background of this investment.
Challenger is ranked No.1 in the annuity market in Australia, and the company recently
had an eye to the growing annuity market in Japan and looked for a way to expand its
business in Japan.
On the other hand, MSI Primary Life of our Group was constantly seeking to diversify
hedges against risk in association with business expansion as a leading company in the
annuity market in Japan, and accordingly, the business with Challenger was started in
the form of reinsurance last year.
With Challenger we began negotiation for a tie‐up centered on reinsurance of Mitsui
Sumitomo Primary Life Insurance, one of our Group companies mainly specialized in
Australian dollar‐denominated asset‐building life insurance products, since the second
half of FY2015 and the reinsurance business was launched in November 2016.
After that, MSI Primary Life has dispatched a trainee to Challenger to strengthen the
alliance.
From the Challenger side, a proposal to enhance the alliance was made including equity
participation, which was considered to provide a great advantage for our Group as well
because it will enable us to tap into the growing Australian annuity market and diversify
business risks. This is the reason we decided to strengthen the strategic partnership.
We are planning to make an investment with acquisition of around 10% stake in
Challenger through a Challenger allotment of newly issued shares scheduled on the 23rd
this month and following additional purchases in the market.

In addition, we will further strengthen the alliance as reliable strategic partners.

The next point I’d like to explain is the outline of this investment.
Please look at page 3 of the information material.
This investment is made in the form of subscription of newly issued Challenger shares
through a Challenger allotment. Total amount of shares acquired is 500 million
Australian dollars, which is about 44.0 billion yen, and the acquisition ratio is about
6.3%.
The acquisition date of new shares is scheduled on August 23.
Although depending on the market conditions and regulatory authorization status, we
intend to grow the acquisition ratio to approximately 10% through additional acquisition
of shares via market.

Let’s move on to pages 4 and 5 of the information material.
I’m going to talk about the outline of Challenger Limited.
Challenger Limited is an Australian financial services Group which has a life insurance
business and fund management business.
It is ranked first in individual annuity market in Australia in terms of total assets and sales
and ranked seventh in funds management business.
In terms of its brand, sales network, service, technology, and other areas, Challenger has
significant presence in the annuity market in Australia, which is expected to enjoy a
significant growth given the advance of aging of population and the increase in the
numbers of retirees.
Taking advantage of the synergy of the annuity business, which is highly competitive,
and the asset management business, which has strengths in the range of asset classes,
Challenger has established a unique business model and realized sustainable growth in
earnings on the back of the expanding annuity market.

In addition, the management philosophy of Challenger, “To provide our customers with
financial security for retirement” is compatible with MS&AD’s mission, “Bringing security
and safety through the global insurance and financial services business.”
Challenger’s Five Principles have shared many points with the Values of the MS&AD
Group. Therefore, we can form a business partnership with shared values.

Then, I’d like to talk about its strategic significances.
Please look at page 6 of the information material.
We think this investment has three strategic rationales.
The first point is strengthening the alliance between Challenger and MSI Primary Life.
The second point is further diversification of the business portfolio
The third point is pursuing synergies in the entire Group

Please turn to page 7 of the information material.
As I mentioned earlier, reinsurance transactions between Challenger and MSI Primary
Life started last year.
Because reinsurance for life insurance sometimes requires a very long‐term
commitment, it has become necessary for MSI Primary Life to diversify hedges against
risk in association with business expansion from the view point of credit management.
As one of the measures for diversification, the stable reinsurance relationship with
Challenger has contributed a lot for the achievement of stable growth of MSI Primary
Life.
We are intending to further strengthen the alliance for joint development of new
products using Challenger’s achievements and expertise in the annuity market in
Australia and acquisition of Challenger’s risk management expertise, including super‐
long longevity risk.

Please take a look at page 8 of the information material.
MS&AD Group has expanded its overseas life insurance business with minor investments
in Asian region, and now we are expanding the business into Australia.
Challenger is ranked top in the industry based on a unique business model specializing in
annuity insurance.
MS&AD Group is the only group among domestic mega non‐life insurance groups that
possesses a life insurance company which deals with investment‐type insurance
products, MSI Primary Life. By taking advantage of our edge, we are going to tap into the
Australian market in a different area from those where preceding major life insurance
companies have already advanced into.
We think that the risk diversification effect is derived from two potentials, one is growth
of the expanding annuity market in Australia and the other is acquisition of overseas
credit investment opportunities.

First, I’m going to talk about incorporating the growth of the individual annuity market in
Australia.
Please look at page 9 of the information material.
Australia is expected to face an increase in the elderly population in the future, and the
annuity asset management market for retirees is estimated to expand fourfold over the
next 20 years under the Australian retirement annuity system called superannuation.
At present, most of the annuity assets for retirees are invested in products without
principal guarantee such as investment trust and stock. However, partly due to the
Government’s policy, it is expected that principal guaranteed products will further
expand.
Challenger has an significant recognition and share of 90% of the market of principal
guaranteed products, so that it is expected to develop significantly in the future.
Through this investment, MS&AD Group is planning to incorporate this growing market.

Next, I’d like to explain the acquisition of overseas credit investment opportunities.
Please turn to page 10 of the information material.
Challenger is good at managing a highly profitable portfolio centered on corporate
bonds, asset‐backed securities (ABS) and real estate in the Australian markets.
Through this investment, we are aiming to advance into overseas credit investments,
which MS&AD Group has not implemented so much, to generate earnings for the Group.

Lastly, I’d like to talk about synergies in the entire Group.
Please look at page 11 of the information material.
Challenger has realized quite high recognition and customer satisfaction in the market by
concentrating its resources on the annuity and fund management businesses.
Although its business model is different from ours, we would like to see their schemes
and apply them for the improvement of MS & AD Group’s brand power and services.
Through the alliance and personal exchange, we will seek to build a long‐term strategic
relationship with Challenger and work to bring growth opportunities by harnessing its
know‐how, networks and other strengths on a group‐wide basis.
After this slide, information material on Challenger’s growth potential and profitability is
provided for your reference. Please refer to it later.
We believe that developing the trust relationship between MSI Primary Life and
Challenger, which we have steadily built up through product development and
reinsurance business, into strategic partners through this investment and accumulating
our achievements will raise the corporate value of the Group.
This is the end of my presentation.
Thank you very much.

