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Chairman’s

To My fellow Shargholders:

This year, MetLife will commemorate its 140th anniversary. Thislis an impressive milestone that we ge
proud to celebrate, because it serves as a testament to our ;Waﬂhiagba&erl)&@&ﬁ&& it
perspective. For 140 years, Meilife has helped individuals and institutions build and protect their most
valuable assets. We offer our customers innovative financial selutions through a broad array of products —
life insurance, dental insurance, aute and home protection, annuities, and retirement and savings solutions.
More importantly, we promise to stand behind the guarantees in these products with the full financial
strength of MeiLife, To keep the promises we make, we manage our company with discipline and plan for the
long-term.

This long-term approach has been incredibly successiul for MetlLife. We have grown to become the largest life insurer in the U.S., a
leading provider of employee benefits, and an expert in retirement and savings. Our understanding of customer naeds and our ability to
execute on our growth plans have driven strong financial results. This was aspecially true in 2007.

Driving Growth

By many counts, MetLife had an outstanding year: premiums, fees and other revenues reached a record 3348 billion; total assets grew
to $558.6 billion; and net income was strong at $4.3 billion. Across the board, all of our businesses centinued 10 perform extremely well
and helped to make 2007 one of our best years ever,

Institutional Business achieved a record year in 2007 with nearly $14 billion in premiums, fees and other revenuss. We retained our
customers through strong service, grew our existing relationships, and introduced new customers to Meilife. Today, we sland along in the
marketplace with more than 80 of the top 100 FORTUNE 500® companies turning to MetLife for employee benefits, We have supplemented
our organic growth with acquisitions. For example, in early 2008, we completed the acquisition of SafeGuard Health Enterpr.ses, Inc., to
augment our already strong dental offering in the kay, growing markets of California, Florida, Texas, and Nevada.

We continue 1o see a tremendous need for solutions for individuals who are retired or approaching retirement. Our individual variable
annuity business in the U.S. had a very strong year in 2007 with a record $16.5 billion in individual annuity premiums and deposits. We
have increased our market position in this business from 11th in 2000 to 2nd at the end of 2007 . Qur expanding distribution reach over the
past several years, as well as the introduction of new and innovative variable annuity offerings, has enabled us to achieve th:s significant
growth.

Qur focus on innovative products is also evident in our Auto & Home busingss. In 2007, we increased sales of our GrandProtect product
offering, which offers our customers complete personal insurance protection in one package. This growih in GrandProtect sales is even
more noteworihy when you consider the very competitive nature of the auto and home insurance market,

| am very pieased with the performance of our International business. This segment experienced a 16% growth in top line resuits, and
represents approximately 15% of our 2007 net income. International has become — and will continue to be — an important, growing
contributor to MetLife's bottom line. We are successfully exporting our expertise cutside of the U.S., and today we hold leading market
positions in several countries — including Mexico, South Korea, Chile and through our joint veniure in Japan. Our efforts to expand
continue as we plant seeds for growth in a number of other countries, including China and India.

In addition to positioning MetLife's businesses for further success, we are committed to leveraging our time-tested strengihs in asset/
Hability management. In a rapidly changing investment environment fike the ong experienced in 2007, our focus on identitying trends,
actively managing our portfolio, and consistently managing risk has been crucial. Cur performance has been excellent, as ewidenced by the
$19 billion in net investment income wea genegrated during the year. The effective management of our $345 billion portfalio has enabled us to
keen the promises we make to our customers and meet the expectations you have as our shareholders.

Al the same time, we continue 1o focus on the best ways to leverage our strong capital position at MetlLife. In 2007, we repurchased
more than $1.7 billion of our commaon stock, announced a 25% increase in our annual common stock dividend, and grew book value to
$43.47 per share. Coilectively, these actions and results demenstrate cur commitment to providing value and a strong return to
sharehclders.

Strong Leadership

MetLie was recently recognized by Forbes magazing as the "Best Managed Insurance Company” for 2008. | have always been proud of
our management team and the outstanding talent of our organization. Key to our success has been the MetlLife Board of Directors, At this
year's annual shareholders meeting, three members of our Board will retire. Charlie Leighton, Helene Kaplan, and Jamie Houghton have
provided many years of service and made numercus contributions to the company. | am extremely grateful for their service and wish them




well. At the same time, | am very pleased to welccme our two newest Board members — Eduardo Castre-Wright and Lulu Wang, Eduardo
has held a numbar of key leadership roles at several well known companies in the U.S. and in the Latin America and Asia Pacific regions.
Similarly, Luiv has had a distinguished and successful career in professional money managemeant, including the management of assets for
penéions, endowments and mutual funds. Both Eduarde and Lulu are great additions to the MetLife Board.

As a sharehoider, S/ou shoufd feal excited by what MetLife has accomplished and confident about our prospects. Even more important,
you should know that you have ownership in a company that continues to have a significant, positive impact on the lives of millions of
individuals around the world. We are commiited to leveraging our 140 years of experience t0 generate further growth and managing MetLile
for the long-term. ,

- Thank you for your continued support.

Sincerely,

it

C. Robert Henrikson
Chairman of the Board, President and Chief Executive Officer '
MetLife, Inc.

February 28. 2008
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Note Regarding Forward-Looking Statements

This Annual Report, including the Management's Discussian and Analysis of Financial Gondition and Results of Operations, contains
statements which constitute forward-looking statements within the meaning of the Private Securities Litigation-Reform Act of 1985,
including statements relating to trends in the operations and financial results and the business and the products of Mellife, Inc. {the
“Holding Company”) and its subsidiaries {collectively, *MetLife" or the “Company”), as well as other statements including words such as
“anticipate,” *believe,” "plan.” “estimate,” "expact,” “intend” and other similar expressions. Forward-looking statements are made based
upon management's current expectations and beliefs concerning future developments and their potential effects on MetLife, Inc. and its
subsidiaries. Such forward-looking statements are not guarantees of future performance. See "Managerent's Discussion and Analysis of
Financial Condition and Results of Qperations.”

Selected Financial Data

The following selected financial data has been derived from the Company's audited consclidated financial statements. Tha statement of
income data for the years ended December 31, 2007, 2006 and 2005 and the balancge sheet data as of December 31, 2007 and 2006
have been derived from the Company's audited financial statements included elsewhere herein. The statement of income data for the years
gnded December 31. 2004 and 2003 and the balance sheet data as of Qecember 31, 2005, 2004 and 2003 have teen derved from the
Company's audited financial statemerts not included hergin. The selected financial data set forth below should be read in conjuncticn with
"Managemaent's Discussion and Analysis of Financial Condition and Results of Operations" and the consolidated financial staterments and
related notes includad elsewhere herein, Some previously reported amounts have been reclassified to conform with the presentation at

and for the year ended December 31, 2007,
Years Ended Decembar 31,

2007 2008 2005 2004 2003
{In millions)
Statement of Income Datalt)
Revenues(2)(3):
Pramiums . . . . e e $27,895 §$26.412 $24 860 $22,200 $20,575
Univarsal life and invesiment-type product policy fees . . . . .. ... ... .., .. 5,311 4,780 3,828 2.867 2,495
Net investment INCOME . . . . . .. . e e e e e 19,006 17,082 14,756 12,261 11,373
OB FBVENUES .+ 0 e e e e e e e e 1,533 1,362 1,271 1,168 1,199
Net investment gains lOSSeS) . . . . . . 738) (1.382) 86) 175 {551}
TOtal reVeNUES . . . . . e e e 53.007 4B,254 44,629 38,701 35,091
Expenses(2}(3}:
Poficyholder benefitsand claims . . . ... ... .. 27.828 26,431 25,506 22,662 20,811
Interest credited to policyhoider account balances ... ... ... ... ... .. 5,741 5171 3,887 2,997 3,035
Policyholder dividends. . . . . . .. 1,726 1,701 1,678 1,666 1,731
OIhEr EXPBNSES .« « o o e e 11,673 10,783 9,264 7,813 7,168
Total BXPENSES .« « . ¢ 45,868 44,086 40,336 35,138 32,745

Income from continuing operations before provision forincome tax. . ... ... . 6,039 4,168 4,293 3,663 2,346
Provision for income tax(2) . . . .. .. . . 1,750 1,097 1,222 981 58C
Income from continuing operations . .. . ... oo 4,280 3,071 3,071 2,672 1,766
Income from discontinued operations, net of incometax{2) . . .. ... ... ... . 37 3,222 1,643 272 477
Income before cumulative effect of a change in accounting, net of income tax. . 4,317 6,293 4,714 2,844 2,243
Curnulative effect of a change in accounting, net of

INCOME 1aX(3) . . . o — - — (B8) (26)
NELINCOME . . . . o e 4,317 6,293 4,714 2,758 2,217
Preferred stock dividends . . . . . 137 134 63 - -
Charge for conversion of company-obligated mandatorily redeemable securities

of a subsidiary trust . .. ... .. — — — — 21
Net income available to common shareholders . . .. ... ... ... ... ... $ 4180 $ 6,159 $ 4651 $2758 § 2,196
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Decamber 31, N
2007 2008 2005 2004 2003
{In millions)

Balance Sheet Data(1)

Assets:
Ganeral aCCoUNt A5SETS . . . L L L s $355,403 $383,350 $353,776 $270,039 $251.085
Separate acCount @SS IS . . . . . L 160,159 144,365 127,869 86,769 75,7566
Total a88etS(2). . .« o $558,562 $527.715 $481,645 $358,808 326,841
Liabilities:
Life and health policyholder liabilities(4) . . ... ... .. ... ... ..... $278,246 $267.146 §257,258 $193.612 $177,947
Property and casualty policyholder
Habiliies(d) . . . 3,324 3,453 3,490 3,180 2,943
Short-termdebt . . L. 667 1,449 1,414 1,445 3,642
Long-termdebt . ... 9,628 9,129 9,489 7,412 5,703
Collateral financing arrangements. . . . . . .. ..o v 5,732 B50 — — -
Junior subordinated debt securities . . ... ..o o 4,474 3,780 2,533 — —
Payables for collateral under securities loaned and other
raNSACtioONS + o v v v e e e 44,136 45,848 34,515 28,678 27,083
Oty e e 17,017 17,899 15,976 12,888 12,618
Separate account liabilities . . . .. .. 160,159 144,365 127,868 86,769 75,7506
Total iabilities(2) . . . .. 523,383 493,917 452 544 333,084 305,692
Stockhelders’ Equity
Preferred stock, atparvalue . . . . ... ... .. . o 1 1 1 — —
Common stock, atparvalue . . . ... ... ... .. 8 8 8 8 8
Additional paid-in capital . . ... ... . 17,098 17,454 17,274 15,037 14,891
Retained eamings(B) . . . v o v 19,884 16,574 10,865 6,608 4,193
Treasury StOCK, At COSt. . . . . . . (2,880) (1,357) {958} {1,785) (835)
Accumulated other comprehensive incomel(8) . . . . ... ... oL 1,078 1,118 1,812 2,956 2,792
Total stockholders equity. . .. .. . o 35,179 33,798 29,101 22,824 21,149
Total liabilities and stockholders' equity . . .. ... ... .. L $558,562 $527.715  3481,645 $356,808 5326841

Years Ended December 31,

2007 2008 2005 2004 2003

Other Data(1)

Net income available to common shareholders. . . . ... .. ... ... .. oo $4.180 $6.159 B4,651 $2,758 32,196

Return on common equity(7) . . . . . . e e 13.0% 21.9% 18.5% 12.5% 11.4%

Return on common equity, excluding accumulated other comprehensive income . . . 13.2% 22.6% 20.4% 14.4% 13.0%
EPS Data(1)
Income from Continuing Operations Available to Common Shareholders Per

Common Share

BasiC . . . . e $557 $38 $402 $343 § 2.36

DB . o o o o e $544 $ 381 $398 $341 $ 234
Income (loss) from Discontinued Operations Per Common Share

BasiC . e e e $005 %424 $218% $035 § 085

DilUted . . . . e e $004 $418 $218 $035 064
Cumulative Etfect of a Change in Accounting Per Common Share(3)

BASIC o o e &8 - $ - 3 - $(011) $(0.04

DILIRA . . e e F — $ - $ — E0O1H ${0.09
Net Income Available to Common Shareholders Per Common Share

BaSIC . o e $562 3809 $621 367 & 297

DIt . e e e e $548 $799 $616 $365 § 294
Dividends Declared Per Common Share . .. . ... ... ... ... ... ... . ... $ 074 %059 3052 $046 § 0.23

(1) On Jduly 1, 2005, the Company acquired Travelers. The 2005 selected financial data includes total revenues and total expenses of
$966 million and $577 million, respectively, from the date of the acquisition. See “Management's Discussion and Analysis of Financial
Conditicn and Results of Operations — Acquisitions and Dispositicns,” ‘

(2} Discontinued Operations:
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Real Estate

In accordance with Statement of Financial Accounting Standards ("SFAS") No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets ("SFAS 1447}, income reiated 1o real estaie sold or classified as held-for-sale for transactions initiated on or after
January 1, 2002 is presented as discontinued operations, The following information presents the components of income from
discontinued real estate operations:

Years Ended December 31,

2007 2006 2005 2004 2003
{In millions)
INVeSIMENt INCOME. . . . . o o e e e e 558 % 2768 $ 435 $69C $783
lnvestment expense . . . .. .. {43) (182) (273) (418) (452)
Net investment gains (I08Ses). . . . . . . . . . 13 4,785 2,125 146 420
Total revenuas . . ... L 20 4,889 2,287 418 731
Interast @Xpense . . . . . . e e — - - i3 4
Provision forincome tax . .. .. .. ... .. . 11 1,727 813 143 266
Income from discontinued operations, netof incometax . ... .... $18 $3.162 $1,474 $262 %481

Operations

In September 2007, September 2005 and January 2005, the Gompany sold its Metlife Insurance Limited (*MetLife Australia”)
annuities and pension businesses, P.T. Sejahtera ("Meilife Indonasia”) and SSRM Heldings, Inc. ("SSRM"), respectively. In accordance
with SFAS 144, the assets, liabilities and operations of MetLife Indonesia, SSRM and MetlLife Australia have been reclassified into
discentinuad operations for all years presented. The following tables present these discontinued operaticns:

Years Ended Dacember 31,

2007 2008 2005 2004 2003
(In millions})

RBVEBNUBS . .« . . o o e $71 $ 100 B 74 $333 $235
EXpenses. . . . . . ... e 58 89 89 310 206
Income before provision forincometax ... ... . ... oL 13 11 (15) 23 29
Provision forincome tax . . . . . . . 4 3 (2) 13 13
Income floss) from discontinued operations, net of incometax . . ... _ § 8 {13) 10 16
Net investment gains, netof income tax . . ... ... ... ... .. .. 1L 52 182 — —
income from discontinued operations, net of incomatax . .. ... ... @_g & 80 % 182 10 B 18

December 31,

2008 2005 2004 2003
{in mitlions)

General aCCoUNt @8SSEIS . . v v $1,563 $1.621 $410 $210
Total 8888 .« . . e $1.563 $1.621 3410 $210
Life and health policyholder liabllities(d) .. ... ... .. $1.595 $1.622 24 § 17
Short-termidebtl. . . . e — — 19 —
OtBr . . e — - 225 73
Total liabilites 7. . . . e e $1,585 $1.822 268 § 90

(3) The cumulative effect of a change in accounting, net of income tax, of $86 million for the year anded December 31, 2004, resulted from
the adeption of SOP 03-1, Accounting and Repcrting by insurance Enterprises for Certain Nontraditionat Long-Duration Contracts and for
Separate Accounts. The cumulative effect of a change in accounting, net of income tax, of $26 million for the year ended December 37,
2003, resulted from the adoption of SFAS No. 133 Implementation Issue No. B38, Embedded Derivatives: Modified Coinsurance
Arrangements and Debt instruments That Incorporate Credit Risk Exposures That Are Unrelated or Only Partially Related io the
Creditworthiness of the Obligor under Those Instruments. .

(4) Pclicyholder liabilities include future policy benefits, other policyholder funds and pank deposits. The ife and health policyholder liabilities
also include policyhalder account balances, policyhoider dividends payable and the policyhoider dividend obligation.

{5) The cumulative effect of changes in accounting, natofincome tax, of $328 million, which decreased retained eamings at January 3, 2007,
resulted from $282 million related to the adoption of SOP 05-1, Accounting by Insurance Enterprises for Deferred Acquisition Costs in
Connection with Modifications or Exchanges of Insurance Contracts, and $37 million related to the adeption of Financial Accounting
Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes — An Interpretation of FASB Staternent No. 108.

{A) The cumulative effect of a change in accounting, net of income tax, of $744 millicn resulted from the adoption of SFAS Ne. 158,
Empioyers' Accounting for Definad Benefit Pension and Other Fostretirement Plans, and decreased accumuiated other comprahensive’
income at December 31, 2008,

(7) Return cn common equity is defined as netincoms available to common shareholders divided by average common stockhelders' equity.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

For purposes of this discussion, “MetUfe” or the ‘Company” refers to MetLife, Inc., a Delaware corporation incorporated in 1998 (the
"Holding Company”), and its subsidiaries, including Metropolitan Life Insurance Company ("MLIC™). Following this summary is a discussion
addressing the consolidated resulls of operations and financial condition of the Company for the periods indicaied. This discussion should
be read in conjunction with the forward-looking statement information included below, “Risk Factors” contained in Meilife Inc.'s Annual
Report on Form 10-K for the year ended Decemper 31, 2007, “Selected Financial Data™ and the Company's consolidated financial
statements included elsewhere herein.

This Management's Discussion and Analysis of Financial Condition and Results of Operations contains statements which constitute
forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1985, including statements relating to
trends in the operations and financial results and the busingss and the products of MelLife, Inc. and its subsidiaries, as well as other
statements including words such as "aniicipate,” "believe,” “plan,” "gstimate,” "expect,” “intend” and other similar expressions. Forward-
looking statements are made based upon management's current expectations and beliefs concerning futura developments and their
potential effects on the Company. Such forward-looking statements are not guarantees of future performance.

Actual results may differ materially from those included in the forward-locking statements as a result of risks and uncertainties including,
but not limited to, the following: (i} changes in general economic conditions, including the performance of financial markets and inierest
rates, which may affect the Company's ability to raise capital; (i) heightened competition, including with respect 1o pricing, entry of new
competitors, the development of new products by new and existing competitors and for personnail; (i) investment losses and defaults, and
changes to investment valuations; (tv) unanticipated changes in industry trends; (v} catastrcphe losses; (vi) ineffectiveness of risk
management policies and procedures, (vil) changes in accounting standards, practices and/cr policies; {vii changes in assumptions
related 1o deferred policy acquisition costs ("DAC"), value of business acauired ("VOBA') or goodwill; {ix} discrepancies between actua!
claims experience and assumations used in setting prices for the Company’s products and establishing the habilities for the Company's
chligations for future policy benefits and claims; (x} discrepancies between actual experience and assumptions used in establishing
liabilities related to other contingencies or obligations; (xi) adverse results or other consequences from litigation, arbitration or reguiatory
investigations; {xii) downgrades in the Company’s and its afiliates’ claims paying ability, financial strergth or credit ratings. (xili) regulatory,
legislative or tax changes that may affect the cost of, or demang for, the Company's products or senvices; (xiv) MetLife, Inc.'s primary
reliance, as a holding company, on dividends from its subsidiaries to meet debt payment obligations and the applicable regulatory
restrictions on the ability of the subsidiaries (o pay such dividends: (xv) detericration in the experience of the "closed block” established in
connection with the reorganization of MLIC; (xvi} economic, political, currency and other risks relating to ihe Company's international
operations; (xvii} the effects of business disruption or economic contraction due to terrorism or other hostilities: (xvili) ihe Company's ability
to identify and consummate on successtul terms any future acquisitions, and to successfully integrate acquired businesses with minimal
disruption; and (xix) other risks and uncertainties described frem time to time in MetLife's filings with the U.S. Secunties and Exchange
Commission ("SEC"}. .

The Company specifically disclaims any obligation to update or révise any forward-looking statement, whether &5 a result of new
information, future developments or otherwise.

Executive Summary

MetLife is a leading provider of insurance and cther financial services with operations throughout the United States and the regions of
Latin Amearica, Europe, and Asia Pacific. Through its domestic and international subsidiaries and affillates, MetLife offers life insurance,
annuities, automobile and homeownars insurance, retail banking and other financial services to individuals, as well as group insurance,
reinsurance and retirement & savings products and services to cerperations and other institutions. Metlife is organized into five operating
segments: Institutional, Individual, Auto & Home, International and Reinsurance, as well as Corporate & Other.

The management’s discussion and analysis which foliows isolates, in order 10 be meaningful, the rasults of the acquisition of The
Travelers insurance Company, excluding certain assats, most significantly, Primerica, from Citigroup Inc. (“Gitigroup”}, and substantially alf
of Citigroup's international insurance businesses {collectively, "Travelers') in the pericd over perlod compariscn as the Travelers acguisiticn
was not Included in the results of the Company until July 1, 2005. The Travelers’ amounts which have been isolated represent the results of
the Travelers legal entities which have been acguired. These amcunts represent the impact.of the Travelers acguisition; however, as
business currently transacted through the acguired Travelers legal entities is transitioned to legal entities already owned by the Company,
some of which has already occurred, the identification of the Travelers legal entity business will not necessarily be indicative of the impact
of the Travelers acquisition on the results of the Company.

As a part of the Travelers acquisition, management realigned certain products and services within several of the Company's segments
to better conform to the way it manages and assesses its business. Accordingly, alt prior period segment resulls have been adjusted to
reflect such product reclassifications. Also in conneclion with the Travelers acquisition, management has utilized its economic capital
maodel to evaluate the deploymant of capital based upon the unique and specific nature of the risks inherent in the Company's existing and
newly acquired businesses and has adjusted such allocations based upoen this model.

Year ended Decembar 31, 2007 compared with the year ended December 31, 2006

The Cornpany reported $4,180 million in net income available to commaon sharehciders and earnings per diluted common share of
$5.48 for the year ended December 31, 2007 compared to $6,158 milion in net income available to commen shareho!ders and earnings
per diluted common share of $7.99 for the year ended December 31, 2006. Net income available to common shargholders decreased by
$1,979 million, or 32%, for the year ended December 31, 2007 compared 1o the 2006 period.

The decrease in net income available to common sharshalders was primarily due to a decrease in income from discontinued cperations
of $3,1B5 million, net of income tax. This decrease in income from discontinued operations was pringipally driven by a gain of $3 billion, net
of income tax, on the sale of the Peter Cooper Village and Stuyvasant Town properties in Manhattan, New York, that was recognized during
the year ended December 31, 2006. Also contributing to the decrease was lower net invesiment income and net investment gains (losses)
from discontinued operations related to real estate properties sotd or held-for-sale during the year endad December 31, 2007 as compared
to the year ended December 31, 2006. In addition, there was lower income from discontinued operations related to the sale of Metlife
Insurance Limited (“Metlife Australia™) annuities and pension businesses o a third party in the third quarter of 2007 and lower income from

MalLife, Inc. 5



discontinued operations related to the sale of SSRM Holdings, Inc. {"SSRM"} resulting from & reduction in additional proceeds from the sale
received during the year ended December 31, 2007 as compared 1o the year December 31, 2006.

An increase in other expenses of 3579 milkon, net of income tax, decreased net income available 1o common shargholders. The
increase in othar expenses was primarily due to higher DAC amortization resulting frem business growth, lower net investment losses in the
current year and the net impact of revisions tc management's assumption used to determine estimated gross profits and margins in both
years. In addition, clher expenses increased due o higher compensation, higher interest expense on debt and interest on tax contin-
gencias, higher minarity interest expense, the net impact of revisions to certain liabilities in both periods, asset write-offs, higher general
spending and expenses related to growth initiatives, partially offset by lower legal costs and integration costs incurred in the prior year.

An increase in interest credited to policyholder account balances associated with an increase in the average policyholder account
balance decreased net incoma available to common shareholders by $371 million, net of income tax.

Partially offsetiing the decrease in net income available 10 common sharehciders was an increase in net investment income of
$1,251 million, net of income tax, primarily due to an increase In the average asset base and an increase in yields, Growth in the average
asset base was primarily within fixed maturity securities, mortgage loans, real estate joint ventures, and other limited partnership interests.
Higher vields was primarily due 1o higher returns on fixed maturity securities, other limited partnership interests excluding hedge funds,
equity securities and improved securities lending results, partially offset by lower returng on real estate joint ventures, cash, cash
equivalents and short-term investments, hedge funds and morlgage loans. Management anticipates that investment income and the
related yields on other limited partnership interests may decline during 2008 due to increasecd volalility in the equity and credit markets
during 2007.

Additionally, there was a decrease in net investment losses of $419 million, net of income tax, primarily due to a reduction of 1osses on
fixed maturity securities resulting principally from the 2008 portfolio repositioning in a rising interest rate environment, increased gains from
asset-based foreign currency transactions due to & decling in the U.S. dollar year over year against several major currencies and increased
gains on eguity securities, partially offset by increased losses from the mark-to-market on derivatives and reduced gains on real estate and
real estate joint venturas.

The net effect of increases in premiums, fees and other revenues of $1,420 million, net of income tax, across all of the Company's
operating segments and increases in policyholder benefit and claims and policyholder dividends of $924 million, net of income tax, was
attributable to overall business growth and increased net income available 10 common shareholders.,

The remainder of the variance is due to the change in effective tax rates between periods.

Yaar ended December 31, 2006 compared with the year ended December 31, 2005

The Company reported $8, 159 million in net income available to common shareholders and diluted earnings per common share of
$7.99 for the year ended December 31, 2006 compared t¢ $4,.651 million in net income available to common shareholders and diluted
earnings per common share of $6.16 for the year ended December 31, 2005. Excluding the acguisition of Travelars, which contributed
$317 million duwring the first six months of 2006 to the year over year increase, net income available to common shareholders increased by
$1,191 million for the year ended December 31, 2006 compared o the 2005 period.

Income from discontinued operations consisted of net investment income and net investment gains related to real estate properties that
the Company had classified as available-for-gale or had sold and, for the years ended December 31, 2006 and 2005, the operations and
gain upon disposal from the sale of SSRM on January 31, 2005 and for the year ended December 31, 2005, the operations of P.T. Sejahtera
{"Meilife Indonesia") which was sold on September 29, 2005. Income from discontinued cperations, net of income tax, increased by
$1.579 million, or 96%, to $3,222 million for the year ended December 31, 2008 from $1,643 million for the comparable 2005 pericd. This
increase was primarily due to a gain of $3 bilion, net of income tax, on the salg of the Peter Cooper Village and Stuyvesant Town properiles
in Manhattan, New York, as well as a gain of $32 million, net of income tax, related to the sale of SSRM during the year endad Decembar 31,
2006. This increase was partially offset by gains during the year ended December 31, 2005 including $1,193 million, net of incoma tax, on
ihe sales of the One Madison Avenue and 200 Park Avenue propertias in Manhattan, Mew York, as well as gains on the sales of SSRM and
MetLife Indonesia of $177 million and $10 million, respectively, both net of income tax. In addition, there was lower net investment income
and net investment gains from discontinued operations related to other real estate proparties sold or held-for-sale during the year ended
December 31, 2006 compared to the year ended December 31, 2005.

Net investment losses increased by $842 million, net of income tax, to a loss of $898 million, net of income tax, for the year ended
December 31, 2006 from a loss of $56 million, net of income tax, for the comparable 2005 period. Excluding the impact of the acquisition
of Traveters, which contributed & loss of $191 million, net of income tax, during the first six months of 2006 to the year over year increase,
net investment losses increased by $651 million. The increase in net investment losses was due to a combination of losses from the mark-
to-market on derivatives and foreign currency transaction losses during 2008, largely driven by increases in U.S, intergst rates and the
weakening of the dollar against the major currencies the Company hedges, notably the euro and pound sterling.

Dividends on the Holding Company's Series A preferred shares and Series B preferred shares ("Preferred Shares®)-issued in connection
with financing the acquisition of Travelers increased by $7 1 million, to $134 million for the year ended Dacember 31, 2008, from $63 million
for the comparable 2005 period, as the preferred stock was issued in Jung 2005.

The remainder of the increase of $334 million in net income available to common sharehoiders for the year ended December 31, 2006
compared to the 2005 period was primarily due to an increase in premiums, fees and other revenues attributable 10 continued business
growth across all of the Company's cperating segments. Alsc contributing to the increase was higher net investment income primarily due
to an overall increase in the asset base, an increase in fixed maturity security yields, improved results on real estate and real estate joint
ventures, mortgage loans, and other limited partnership interests, as well as higher short-term interest rates on cash equivalents and short-
tarm investments. These increases were partially offset by a decline in net investment income from securities lending results, and bond and
commercial morlgage prepayment fees. Favorable underwriting results for the year ended December 31, 2006 were partially offset by a
decrease in net interest margins. These increases were partially offset by an increase in expenses primarily due to higher interest expense
on debt, increased general spending, higher compensaticn and commisaion costs and higher expenses related to growth initiatives and
information technology projects, partially offset by a reduction in Travelers' integration expenses, principally corporate incentives.
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Acquisitions and Dispositions

On August 31, 2007, Metlife Australia completed the sale of its annuities and pension businesses to a third party for $25 million in cash
consideration, resulting in a gain upon disposal of $41 million, net of income tax, which was adjusted in the fourth quarter of 2007 for
additional transaction costs. The Company reclassified the assels and liabilities of the annuities and pension businesses within MetLife
Australia, which is reported in the International segment, to assets and liabilities of subsidiaries held-for-sale and the operaticns of the
business to discontinued operations for all periods presentad. included within the assets to be sold were certain fixed maturity securities in
a loss position for which the Gompany recognized a net investment loss on a consolidated basis of $58 million, net of income tax, for the
year ended December 31, 2007, because the Company no longer had the intent {0 hold such securities.

On June 28, 2007, the Company acquired the remaining 50% interest in a joint venture in Hong Kong, Metlife Fubon Limited ("MetLife
Fubon®), for $56 million in cash, rasulting in MatLife Fubon becoming a consolidated subsidiary of the Company. The transaction was
treated as a step acquisition, and at June 30, 2007, total assets and liabilities of MetLife Fubon of $839 million and $735 million,
respectively, were included in the Company's consclidated balance sheet. The Company’s investment for the initial 50% interest in MetLife
Fubon was $48 million. The Company used the eguity method of accounting for such investment in MetLife Fubon. The Company's share
of the joint venture's results for the six months ended June 30, 2007, was a loss of $3 million. The fair value of the assets acquired and the
liahilities assumed in the step acquisition at June 30, 2007, was $427 miliion and $371 million, respectively. No additional goodwill was
recorded as a part of the step acquisition. As a result of this acquisition, additiona VOBA and value of distribution agreements of $45 million
and 35 million, respectively, were recorded and both have a weighted average amortization period of 16 years.

Orn June 1, 2007, the Company compleied the sate of its Bermuda insurance subsidiary, Metl ife International Insurance, Ltd. ("MLII"), to
a third party for $33 millicn in cash consideration, resulting in a gain upon disposal of $3 million, net of income tax. The net assets of MLIl at
disposal were $27 million. A liability of $1 million was recorded with respect to a guarantee provided in connection with this disposition.

On September 29, 2005, the Company completed the sale of Metlife indonesia to a third party, resulting in a gain upon disposal of
$10 million, net of income tax. As a result of this sale, the Company recognized income (loss) from discontinued operations of $5 millicn,
net of income iax, for the year endad December 31, 2005, The Company reciassified the operations of MetLife Indonesia inte discontinued
operations for all years presented.

On September 1, 2005, the Company complated the acquisition of CitiStreet Associates, a division of CitiStreet LLC, which is primarily
involved in the distribution of annuity products and retirement plans to the education, healthcare, and not-for-profit markets, for $56 million,
of which $2 million was allocated to goodwill and $54 millicn to other identifiable intangibles, specifically the value of customer relationships
acquired, which have a weighted average amortization period of 16 years. CitiStreet Associates was integrated with MelLife Resources, a
focused distribution channel of MetLife, which is dedicated o provide retirement plans and financial services to the same markets.

On July 1, 2005, the Company completed the acguisition of Travelers for $12.1 bilion. The results of Travelers' operations were
included in the Company's financial statements beginning July 1, 2005. As a result of the acquisition, management of the Company
increased significantly the size and scale of the Company's core insurance and annuity products and expanded the Company’s presence in
boih the retirernent & savings' domestic and international markets, The distribution agreements executed with Citigroup as part of the
acquisition provide the Company with one of the broadest distribution networks in the industry.,

The initial consideration paid in 2005 by the Company for the acquisition consisted of $10.9 billion in cash and 22,436,617 shares of
the Hoiding Company's common stock with a market value of $1.0 billion to Citigroup and $100 million in other transaction costs.
Additiona! consideration of $115 miliion was paid by the Holding Company to Citigroup in 2006 as a result of the finalization by both parties
of their reviaw of the June 30, 2005 financial statements and fina! resolution as to the interpretation of the provisions of the acquisition
agreement. In addition to cash on-hand, the purchase price was financed through the issuance of common stock, debt securities,
common equity units and prefarred stock. See "— Liquidity and Capital Resources — The Holding Company — Liquidity Sources.”

On January 31, 2005, the Company complated the sale of SSRM to a third party for $328 million in cash and stock. The Company
reported the operations of SSRM in discontinued operations. Under the terms of the sale agreement, MetLife will have an opportunity to
receive additional payments tased on, among other things, certain revenue retention and growth measures. The purchase price is also
subject to reduction over five years, depending on retention of certain MetlLife-related business. Also under the terms of such agreemant,
MetLife had the opportunity to receive additional consideration for the retention of certain customers for a specific period in 2005. Upon
finalization of the computation, the Company received payments of $30 million, net of income tax, in the second quarter of 2006 and
$12 million, nat of income tax, in the fourth quarter of 2005 due to the retention of these specific customer accounts. In the first quarter of
2007, the Company recelved a payment of $16 million, net of income tax, as a result of the revenue retention and growth measure
provision in the sales agreament. in the fourth quarter of 2007, the Company accrued a liability for $2 million, net of income tax, related to
the termination of certain Metlife-related business. In the fourth quarter of 2006, the Company eliminated $4 million of a liability that was
previously recorded with respect to the indemnities provided in connection with the sale of SSRM, resulting in a benefit to the Company of
$2 million, net of income tax. The Company believes that future payments relating to these indemnities are not prcbable.

See "— Subsequent Evants” for information on the Company's acquisitions subsequent to December 31, 2007,

Industry Trends
The Company's segments continue to be influenced by a variety of trends that affect the industry.

Financial and Economic Environment. During 2007, the global capital markets reassessed the credit risk inherent in sub-prime
mortgages. This reassessment led to a fairly broad repricing of &ll credit risk assets and strained market liquidity. Global central banks
imtervened to stabilize market conditions and protect against downside risks to economic growth. Still, market and economic conditions
continued to deteriorate. The economic community's consensus outlook of global economic growth is lower for calendar year 2008, with a
sizable minority of economists forecasting a recessionary environment. The global capital markets have adjusted towards this Consensus
oullock, with interest rates and equity prices falting and risk spreads widening. Slow growth and recessionary periods are often assocciated
with declining asset prices, lower interest rates, credit rating agency downgrades and increasing default losses. The global capital markets
are also less liquid now than in more normal environments. Liquidity conditions impact the cost of purchasing and selling assets and, at
times, the ability to purchase or sell assets. These agjustments in the global capital markets have also resulted in higher realized and
expected volatility.
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As expectations for global economic growth are lowerad, factors such as consumer spending, business investment, government
spending, the volatility and strength of the capital markets, and inflation all affect the business and economic environmant and, ultimately,
the amcunt and profitability of the business we conduct. In an economic downturn characterized by higher unemployment, lower family
income, lower corporate eamings, lower business investment and iower consumer spending, the demand for financial and insurance
products could be adversely affected. Adverse changes in the economy could affect earnings negatively and have a material adverse effect
an our busingss, results of operaticns and financial condition.

Demographics.  In the coming decade, a key driver shaping the acticns of the life insurance industry will be the rising income
protection, wealth accumulation and needs of the retiring Baby Boomers. As a result of increasing longevity, retirees will need to
accumulate sufficient savings to finance retirements that may span 30 or more years. Helping the Baby Boomers to accumulate assets for
retirement and subsequently to convert these assets into retirement income represents an opportunity for the life insurance industry,

Life insurers are well positioned to address the Baby Boomers' rapidly increasing need for savings tocls and for income protection. The
Company believes that, amang life insurers, those with strong brands, high financial strength ratings and broad distribution, are best
positioned to capitalize on the opportunity to offer income protection products to Baby Boomers.

Mareover, the life insurance industry's preducts and the needs they are designed to address are complex. The Company believes that
individuals approaching retirement age will need to seek information to plan for and manage their retirements and that, in the workplace, as
amployees take greater responsibility for their benefit options and retirement planning, they will need information about their possible
individual needs. One of the challenges for the lile insurance industry will be the delivery of this information in a cost effective manner.

Competitive Pressures.  The life insurance industry remains highly competitive. The product development and product life-cycles have
shortened in many product segments, leading to more intense competition with respect to product features. Larger companies have the
ability to invest in brand equity, product development, technology and risk management, which are among the fundamentals for sustained
profitatle growth in the life insurance industry. In addition, several of the indusiry's products can be quite homogensous and subject 10
intense price competition. Sufficient scale, financial strength and financial flexibility are becoming prerequisites for sustainable growth in
the life insurance industry. Larger market participants tend to have the capacity to invest in additional distribution capability and the
information technology needed to offer the superior customer service demanded by an increasingly sophisticated industry client base.

Regufatory Changes.  The life insurance industry is regulated at the state level, with some products and services alsa subject to federal
regulation, As life insurers introduce new and cften more complex products, regulators refine capital requirements and introduce new
reserving standards for the life insurance industry, Reguiations recently adopted or currently under review can potentially impact the
reserve and capital requirements of the industry. In addition, regulators have undertaken market and sales practices reviews of several
markets or products, including equity-indexed annuities, variable annuities and group products.

Pension Plans. On August 17, 2008, President Bush signed the Pension Protection Act of 2006 ("PPA") into law. The PPA is
considered to be the most sweeping pension legislation since the adopticn of the Employee Retirament Income Security Act of 1874
{(“ERISA") on September 2, 1974. The provisions of the PPA may, over time, have a significant impact on demand for pension, retirement
savings, and lifestyle protection products in both the institutional and retail markets, The impact of the legislation may have a positive effect
on the life insurance and financial services industries in the {uture.

Impact of Hurricanes

On August 29, 2005, Hurricane Katrina made landfalf in the states of Louisiana, Misgissippi and Alabama, causing catastrophic damage
to these coastal regions. MetLife's cumulative gross losses from Hurricane Katrina werg $314 million, $333 million and $335 millior at
December 31, 2007, 2006 and 20085, respectively, primarily arising from the Company's homeowners business. During the years ended
December 31, 2007, 2006 and 2005, the Company recognized net losses, net of income tax and reinsurance recoverables and including
reinstatement premiums and other reinsurance-related premium adjusiments related to the catastrophe, of ($13) million, (32} milllon and
$134 million, respectively.

On QOctober 24, 2005, Hurricane Wilma mads landfall across the state of Florida, Metlife's cumulative gross losses from Hurricane
Wilma were $66 million, $64 million and $57 million at December 31, 2007, 2006 and 2005, raspectively, primarily arising from the
Company's homeaowners and automobile businesses. During the years ended December 31, 2008 and 2C05, the Company's Autc & Home
segment recognized net losses, net of income tax angd reinsurance recoverables, of ($3}) million and $32 million, respectively, related to
Hurricane Wilma. The Company did not recognize any loss during the year ended December 31, 2007, related to Hurricang Wilma.

Additicnal hurricane-related losses may be recorded in fulure periods as claims are received from insureds and claims to reinsurers are
processed. Reinsurance recoveries are dependent upon the continued creditworthiness of the reinsurers, which may be affected by thair
cther reinsured losses in connection with Hurricanes Katring and Wilma and ctherwise. In addition, lawsuits, including purgorted class
actions, have been filad in Louisiana and Mississippl challenging denial of claims for darmages caused to property during Hurricane Katrina.
Metropolitan Property and Casualty Insurance Company is a named party in seme of these lawsuits. In addition, rulings in cases in which
Metropolitan Property and Casualty Insurance Company is not a party may affect interpretation of its policies. Metropolitan Property and
Casualty Insurance Company intends to vigorously defend these matters. However, any adverse rulings could result in an increase in the
Company's hurricane-related claim exposure and losses. Based on information known by management, it does not believe that additional
claim losses resulting from Hurricane Katring will have a material adverse impact on the Company's consolidated financial statements.

Summary of Critical Accounting Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
(“GAAP") requires management to adopt accounting policies and make estimates and assumptions that affect amounts reported In the
conseclidated fingncial staterments. The most critical estimates include those used in determining:
i) the fair value of investments in the absence of quoted market values,
i) investment impairments;
iy the recognition of income on certain investments;
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iv)  the application of the consolidation rules to certain investments;

v)  the fair value of and accounting for derivatives;

vi)  the capitalization and amertization of DAC and the establishment and amortization of VOBA,
vii) the measurement of goodwill and related impairment, if any;

vil)  the liability for future policybolder benefits;

ix) accounting for income taxes and the valuation of deferred tax assets;

x)  accounting for reinsurance transactions;

xi)  accounting for employee benefit plans; and

xii)  the liability for jitigation and regulatory matters.

The application of purchase accounting reguires the use of estimation techniques in determining the fair values of assets acquired and
liabilities assumed — the most significant of which relate to the aforementioned critical estimates. In applying these policies, management
makes subjective and complex judgments that frequently reguire estimates about matters that are inherently uncertain. Many of these
policies, estimates and related judgments are common in the insurance and financial services industries; others are speciiic to the
Company’s businesses and operations. Actual results couid differ from these estimales.

invaestments

The Company's principal investments are in fixed maturity and equity securities, mortgage and consumer loans, policy fcans, real
egtata, real estate joint ventures and other limited partnerships, short-term invesiments, and other invested assets. The Company's
investments are exposed to three primary sources of risk: credit, interest rate and market valuation. The financial statement risks, stemming
from such investment risks, are those associated with the determination of fair values, the recognition of impairments, the recognition of
incoms on certain investments, and the potential consoligation of previously unconsolidated subsidiaries.

The Company's investments in fixed maturity and equity securities are Classified as available-for-sale, except for trading securlties, and
are reported at their estimated fair value. The fair values for public fixed maturity securities and public equity securities are based on quoted
market prices or estimates from independent pricing servicas. However, in cases wherg quated market prices are not avadable, such as for
private fixed maturities, fair values are estimated using present value or valuation techniques. The determination of fair values in the
absence of quoted market prices is based on: (i) valuation methodologies; (i} securities the Company deems to be comparable; and
(i) assumptions deemed appropriate given the circumstances. The iair value estimates are made at a specific point in time, based cn
available market information and judgments about financial ingtruments, including estimates of ihe timing and amounts of expected future
cash flows and the credil standing of the issuer or counterparty. Factors considered in estimating fair value include: coupon rate, maturity,
estimated duration, call provisions, sinking fund requirements, credit rating, industry sector of the issuer, and quoted market prices of
comparable securities. The use of different methodologies and assumptions may have a matenal effect on the estimated fair value
amounts.

One of the significant estimates related 10 available-for-sale securities is the evaluation of investmenis for other-than-temporary
impairments. The assessment of whather impairments have occurred Is based on management's case-by-case evaluation of the
underlying reasons for the decline in fair value. The Gompany's review of its fixed maturity and equity securities for impairments includes
an analysis of the total gross unrealized losses by three categories of securities: (i) sacurities whare the estimated fair value had declined
and remained below cost or amortized cost oy less than 20%: (i) securities where the estimated fair value had declined and remained
helow cost or amorlized cost by 20% or more for less than six months; and (i) securities where the estimatad fair vaiue had declined and
remained below cost or amortized cost by 20% or more for six months or greater. Additionally, management considers a wide range of
tactors about the security issuer and uses its best judgment in evaluating the cause of the decline in the astimated fair value of the security
and in assessing the prospects for near-term recovery. Inherent in management's evaluaticn of the security are assumptions and estimates
about the operations of the issuer and its future earnings potential. Considerations used by the Company in the impairment evaluation
process include, but are not limited to:

i) the length of time and the extent 1o which the markel value has been below cost or amortized cost;

ii) the potential for impairments of securitles when the issuer is experiencing significant financlal difficulties;

iii) the potential for impairments in an entire industry sector or sub-sector,

iv) the potentiat for impairments in certain economically depressed geographic locations;

v)  the petential for impairments of securities where the issuer, series of issuers or industry has suffered a catastrophic type of
loss or has exhausted natural resources;

vi)  the Company's ability and intent to hold the security for a period of time sufficient to allow for the recovery of its value to an
amount equal to or greater than ccst or amortized cost;

vii) unfavorable changes in forecasted cash flows on mortgage-backed and asset-backed securities; ang

vill)  other subjective factors, including concentrations and information obtained from regulators and rating agencies.

The cost of fixed maturity and equity securities is adjusted for impairments in value deemed to be other-than-temporary in the period in
which the determination is made. These impairments are included within net investment gains {losses} and the cost basis of the fixed
maturity and equity securities is reduced accordingly. The Company does not change the revised cost basis for subsequant recoveries in
value.

Tha detarmination of the amount of allowances and impairmeants on ather invested asset classes is highly subjective and is based upon
the Company's periodic evaluation and assessment of known and inherent risks associated with the respective asset class. Such
evaluations and assessments are revised as conditions change and new information becomes available. Management updates its
evaluations regularly and reflects changes in allowances and impairments in operations as such evaluations are revised,

The recognition of income on certain investments (e.g. loan-backed securities, including mortgage-backed and asset-backed
sacurities, certain investment transactions, trading securities, etc.} is dependent upon market conditions, which could result in prepay-
ments and changes in amounts to be earned.

Additionally, when the Company enters inio cerain structured investment trangactions, real estate joint ventures and other limited
partnerships for which the Company may be deemed to be the primary beneficiary under Financial Accounting Standards Board ("FASB")
Interpretation (*FIN") No, 48(r}), Consofidation of Variable Interest Fntities - An Interpretation of ARG No. 51, it may be required to
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consglidate such investments. The accounting rules for the determination of the primary beneficiary are complex and require evaluation of
the contractual rights and obligations associated with each party invclved in the entity, an estimate of the entity's expected losses and
expected residual returns and the allocation of such estimates to each party.

The use of different methodologies and assumptions as to the determination of the fair value of investments, the timing and amount of
impairments, the recognition of income, or consolidation of investments may have a material effect on the amounts presented within the
consolidated tinancial statements.

Derivative Financial Instruments

The Company enters into freestanding derivative transactions including swaps, forwards, futures and option contracts. The Company
uses derivatives primarily to manage various risks. The risks being managed are variability in cash flows or changes in fair values related to
financial instrumeants and currency exposure assoctated with net investments in certain foreign operations. To a lesser extent, the Company
uses credit derivatives, such as credit default swaps, to synthetically replicate investment risks and returns which are not readily available
in the cash market. The Company also purchases certain securities, issues certain insurance policies and engages in certain reinsurance
contracts that have embedded derivatives.

Fair value of derivatives is determined by quoted market prices or through the use of pricing models. The determination of fair value,
when quoted markel values are not available, is based on valuation methcdologies and assumptions deemed appropriaie under the
circumstances. Derivative valuations can be affected by changes in interest rates, foreign currency exchange rates, financial indices, credit
spreads, market volatility, and liquidity. Values can also be affected by changes in estimates and assumptions used in pricing modeis. Such
assumptions include estimates of volatility, interast rates, foreign currency exchange rates, other financial indices and credit ratings.
Essential to the analysis of the fair value is risk of counterparty default, The use of different assumptions may have a maiarial effect on the
estimated derivative fair value amounts, as well as the amount of reported net income. Alse, fluctuations in the fair value of derivatives
which nave not been desighated for hedge accounting may result in significant volatility in net income,

The accounting for derivatives is complex and interpretations of the primary accocunting standards continue 10 evolve in practice.
Judgment is applied in determining the avallability and application of hedge accounting designations and the appropriate accounting
treatment under these accounling standards. If it was determined that hedge accounting designations were not approgpriately applied,
reported net income could be materially affected. Differences in judgment as to the availability and application of hedge accounting
designations and the appropriate accounting treatment may result in a differing impact on the consolidated financial statements of the
Company from that previously reported. Measurements of ineffectiveness of hedging relationships are also subject to interpretations and
estimations and different interpretations or estimates may have a material effect on the amount reported in net income.

Additionally, there is a risk that embedded derivatives reguiring bifurcation may not be identified and reporied at fair value in the
consolidated financial statements and that their related changes in fair value could materally affect repcried net income.

Deferred Policy Acquisition Costs and Value of Business Acquired

The Company incurs significant costs in connection with acquiring new and renewal insurance business. Costs that vary with and relate
to the production of new business are deferred as DAC. Such costs consist principally of commissions and agency and policy issue
expenses. VOBA is an intangible asset that reflects the estimated fair value of in-force contracts in a life insurance company acquisition and
represents the portion of the purchase price that is allocated to the value of the right 1o receive future cash flows from the business in-force
at the acquisition date. VYOBA is based on actuarially determined projections, by each block of business, of future policy and contract
charges, premiums, mortality and morbidity, separate account performance, surrenders, operating expenses, investment returns and other
factors. Actual experience on the purchased busingess may vary from these projections. The recovery of DAC and VOBA is dependent upon
the future profitability of the related business. DAC and VOBA are aggregated in the financial statemenis for reporting purposes.

DAC for property and casually insurance contracts, which is primarily composed of commissions and certain undenwriting expenses, is
amortized on a pro rata basis over the applicable contract term or reinsurance treaty.

DAC and VOBA on life insurance or investment-type contracts are amortized in proportion 10 gross premiums, gross marging or gross
profits, depending on the type of contract as described below,

The Company amortizes DAC and VOBA related to non-participating and non-dividend-paying traditional contracts (term insurance,
non-participating whole fife insurance, non-medical health insurance, and traditional group life insurance) over the entire premium paying
period in propertion {0 the present value of actual historic and expected future grass premiums. The present value of expected premiums is
based upon the premium requirernent of each pelicy and assumptions for mortality, morbidity, persistency, and investment returns at pohicy
isgsuance, or policy acquisition, as it relates to VOBA, that include provisions for adverse deviation and are consistent with the assumptions
used 10 calculate future policyholder benefit fliabilities. These assumptions are not revised after policy issuance or acquisition unless the
DAC or VOBA balance is deemed to be unrecoverable from future expacied profits, Absent a premium deficiency, variability in amortization
after policy issuance or acquisition is caused only by variability in premium volumeas,

The Company amortizes DAC and VOBA related to participating, dividend-paying traditional contracis over the estimated lives of the
contracts in proportion 10 actual and expected future gross margins. The amortization includes interest based on rates in effect at inception
or acquisition of the contracts. The future gross margins are dependent principally on investment returns, policyholder dividend scales,
mortality, persistency, expenses to administer the business, creditworthiness of reinsurance counterparties, and certain economic
variables, such as inflation. For participating coniracts (dividend paying traditional contracts within the closed block} future gross margins
are also dependent upon changas in the policyholder dividend obligation. Of these factors, the Company anticipates that investmeant
returns, expenseas, persistency, and other factor changes and policyholder dividend scales are reasonably likely to impact significantly the
rate of DAC and VOBA amortization. Each reporting period, the Company updates the estimated gross marging with the actual gross
margins for that period. Whan the actual gross margins change from previously estimated gross margins, the cumulative DAC and VOBA
amortization is re-estimated and adjusted by a cumulative charge or credit to current operations. When actual gross margins exceed those
previously estimated, the DAC and VOBA amortization will increase, resulting in a current period charge to earnings. The opposite result
occurs when the actual gross margins are below the previously estimated gross marging. Fach reporting period, the Company also
updates the actual amount of business in-force, which impacts expected future gross margins.

The Company amortizes DAC and VOBA related to fixed and variable universal life contracts and fixed and variable deferred annuity
contracts over the estimated lives of the contracts in proportion to actual and expacied future gross profits. The amortization includes
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interest based on rates in effect at inception or acquisition of the contracts, The amount of future gross prefits is dependent principally
upon returns in excess of the amounts credited to palicyholders, mortality, persistency, interest crediting rates, expanses to administer the
husiness, creditworthiness of reinsurance counterparties, the effect of any hedges used. and certain economic variables, such as inflation.
Of these factors, the Company anticipates inat investment returns, expenses, and persistency are reasanably likely to impact significantly
tha rate of DAC and VORA amortization, Each reporting period. the Company updates the estimated gross profits with the actual gross
profits for that period. When the actual gross profits change from previously estimated gross profits, the cumulative DAC and VOBA
amortization is re-estimated and adjusted by a cumulative charge or credit to current operations. When actual gross profits exceed those
nreviously estimatad, the DAC and YOBA amortization will increase, resulting in a current period charge o eamnings. The opposite result
ocours when the actual gross profits are below the previcusly estimated gross profits. Each reporting period, the Company also updates
the actual amount of husiness remaining in-force, which impacis expected future gross profits.

Separate account rates of return on variable universal life contracts and varlable deferred annuity contracts affect in-force account
balances on such contracts each reporting period. Returns that are higher than the Company's long-term expectation preduce higher
account balances, which increases the Company's future fee expectations and decreases future benefit payment expectations on
minimum death benefit guarantess, resulting in higher expected future gross profits. The opposite result occurs when returns are lower
than the Company's long-term expectation. The Company's practice to determing the impact of gross profits resulting from returns on
separate accounts assumes that long-term appreciation in eqguity markets is not changed by short-term markst flustuations, but is only
changed when sustained interim deviations are expected. The Company monitors these changes and only changes the assumption when
its long-term expectation changes. The effect of an increase/(decrease) by 100 pasis points in the assumed future rate of return is
reasonably likely to result in a decrease/incraase) in the DAC and VOBA balances of approximately $95 rmillion with an offset to the
Company's unearned revenue liability of approximately $20 million for this factor.

The Company also reviews paricdically other long-term assumptions underlying the projections of estimated gross margins and profits.
These include investment returns, pelicyholder dividend scales, interest crediting ratas, mortality, parsistency, and expensas o administer
business. Management annually updates assumptions used in the calculation of estimated gross margins and prafits which may have
sigrificantly changed. If the update of assumptions causes expected future gross marging and profits to increase. DAC and VOBA
amortization will decrease, rasulting in a current period increase to earnings. The opposite result occurs when the assumption update
causes expected future gross margins and profits to decrease.

Qver the past two years, the Company's most significant assumption updates resulting in a change to expected futwre gross marging
and profits and the amortization of DAC and VOBA have been updated due 1o ravisions to expectad future investment returns, expenses,
in-force or persistency assumptions and policyhelder dividends on contracis included within the Individua! segment. The Company
expects these assumptions 10 be the ones most reasonably likely to cause significant changes in the future. Changes in these assumptions
can be offsetting and the Company is unable to predict thelr movement or cliseiting impact over times.

The following chart illustrates the effect on DAC and VOBA within the Company's Individual segment of changing each of the respective
assumptions during the years ended December 31, 2007 and 2006:

Years Ended
December 31,

{In milliens}
IVESIMEBNAL TEIUIN o o o ot o et e e e e e $100 $ig2
EXDENSE |+ 4 0 v v o e e e e e e (53} 45
IN-FOrCE/PEISISIENCY . .« - v o v e v e e e e 17 {7
Policyholder dividends and 0fRer. . . ... .. .. e _(s80 39
TGl . o o o o $ ¢ I

As of December 31, 2007 and 2006, DAC and VOBA for the Individual segment were $14.2 billion and $14.0 billion, respectively, and
for the total Company were $21.5 billion and $20.8 billion, respectively,

Goodwill

Goodwill is the excess of cost over the fair value of net assets acqguired. Goodwill is not amortized but is tested for imparment at least
annuaily or more frequently if events or circumstances, such as adverse changes in the business climate, indicate that there may be
justification for condusting an interim test,

Impairment testing is parformed using the fair value appreach, which requires the use of estimates and judgment, at the "reporting unit”
ievel. A reporting unit is the operating segment or a business one level below the operating segment, if discrete financial information is
prepared and regularly reviewed by management at that level. For purposes of goodwili impairment testing, goodwill within Corporate &
Other is allocated to reporting units within the Company’s business segments, If the carrying vaiue of a reporting unit's goodwilt exceeds its
fair value, the excess is recognized as an impairment and reccorded as a charge against net incoms. The fair values of the reporting units
are determined using a market mulliple, a discounted cash flow model, or a cost approach. The critical estimates necessary in determining
fair value are projected earnings, comparative market multiples and the discouni rate.

Liability for Future Policy Benefits

The Company establishes liabilities for amounts payable under insurance policies, including traditional life insurance, traditional
annuities and non-medical health insurance. Generally, amounts are payable over an extended period of time and related liabilities are
calculated as the present value of expected future benefits to be paid, reduced by the oresent value of expected future premiums. Such
liapilities are established basad on mathods and undarlying assumptions in accordance with GAAP and applicable actuarial standards.
Principal assumptions used in the establisnment of liabilities for future policy bengfits are mortality, morbidity, policy lapse, renawal,
retirement, investment returns, inflation, expenses and other contingent events as appropriate o the respective product type. These
assumptions are established at the time the palicy is issued and are intended to estimate the experience for the period the policy benetits
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are pavable. Utilizing these assumptions, ligbilities are aestablished on a block of business basis. If experience is iess favorable than
assumptions, additional liabiiities may be required, resulling in a charge to policyholder benefits and claims.

Liabilities for future policy benefits for disabled lives are estimated using the present value of benefits method and experience
assumptions as to.claim terminations, expenses and interest.

Liabilitias for unpaid ¢laims and claim expenses for property and casualty insurance are included in future policyhclder benefits and
represent the amount estimated for ¢claims that have been reported but not setiled and claims incurred but not reported. Other policyholder
funds include claims that have been reported but not sattled and claims incurred but not reported on life and non-medical health insurance.
Liabilities for unpaid ciaims are estimated based upon the Company’s histerical experience ang other actuarial assumptions that ceonsider
the effects of current developments, anticipated trends and risk management programs, reduced for anticipated salvage and subrogation.
The effects of changes in such estimated liabilities are included in the results of aperaticns in the period in which the changes occur.

Future policy benefit liabilities for minimum death and inceme benefit guarantees relating to certain annuity contracts and secondary and
paid up guarantees relating to certain life policies are based on estimates of the expected value of benefits in excess of the projected
account balance and recognizing the excess ratably over the accumulation period based on total expected assessments, Liabilities for
universal ang variable life secondary guarantees and paid-up guarantees are determined by estimating the expected value of death
benefits payable when the account balance is projected 1o be zero and recognizing those benefits ratably over the accumulation pariod
based on total expsected assessments, The assumptions used in estimating these liabilities are consistent with those used for amortizing
DAC, and are thus subject to the same varfability and risk.

The Company ofters certain variable annuity products with guaranteed minimum benefit riders. These include guaranteed minimum
withdrawal benefit {"GMWB") riders and guaranteed minimum accumulation benefit ("GMAB") riders. GMWB and GMAB riders are
embedded derivatives, which are measured at fair value separately from the host variable annuity contract, with changes in fair value
reported in net investment gains (losses). The fair values of GMWE and GMAB riders are calculated based on actuarial and capital market
assumptions related to the projected cash flows, including benefits and related contract charges, over the lives of the contracts,
incorporating expectations concerning policyholder behavior. These riders may be more costly than expected in volatile or deciining
markets, causing an increase in liabilities for future policy benefits, negatively affecting net income.

The Company pericdically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its actual
experience. Differences batween actual experience and the assumptions used in pricing these policies, guarantees and riders and in the
establishment of the related liabilities result in variances in profit and could result in losses. The effects of changes in such estimated
liabilities are included in the results of operations in the period in which the changes occur.

income Taxes

Income taxes represent the net amount of income taxes that the Company expects to pay to or receive from various taxing jurisdictions
in connection with its operations. The Company provides for federal, state and foreign income taxes currently payable, as well as those
deferred due to temporary differences between the financial reporting and tax bases of assets and liabilities. The Company’'s accounting for
income laxes represents management’s best estimate of various events and transactions.

Deferred tax assets and liabilities resulting from ternporary differences between the financial reporting and tax bases of assets and
liabilities are measured at the balance sheat date using enacted tax rates expected to apply to taxable income in the years the temporary
differences are expected to reverse. The realization of deferred tax assets depends upon the existence of sufficient taxable income within
the carryback or carryforward periods under the tax law in the applicable tax jurisdiction. Valuation aliowances are established when
management delerminges, based on available information, that it is more likely than not that deferred income tax assets will not be realized.
Significant judgment is required in delermining whether valuation allowances should be established, as well as the amount of such
allowances. When making such determination, consideration is given to, among other things, the following:

i) future taxable income exclusive of reversing temporary differences and carryiorwards;
i) future reversals of existing taxable temperary differences;

iiiy taxable income in prior carmyback years, and

ivi tax planning strategies.

The Company may be reguired tc changsg its provision for income taxes in certain circumstances. Examples of such circumstances
include whean the ultimate deductibility of certain items is challenged by taxing authcrities or when estimates used in determining valuation
allowances on defarred tax assets significantly change or when receipt of new information indicates the need for adjustment in valuation
allowances. Additicnally, future events, such as changes in tax laws, tax regulations, or interpretations of such laws or regulations, could
have an impact on the provision for income tax and the effective tax rate. Any such changes could significantly affect the ameunts reported
in the consolidated financial statements in the year these changes occur.

As described more fully in *— Adoption of New Accounting Pronouncements®, the Company adopted FIN No. 48, Accourtting for
Uncertainty in Income Taxes — An Interpretation of FASB Statemert No. 108 ("FIN 48" effective January 1, 2007. Under FIN 48, the
Company determines whather it is more-likely-than-not that a tax position will be sustained upon examination by the appropriate taxing
authorities before any part of the benefit can be recorded in the financial statements. A tax position is measured at the largest amount of
benefit that is greater than 50 percent likely of being realized upon settlement,

Reinsurance

The Company enters into reinsurance transactions as both a provider and a purchaser of reinsurance for its life and property and
casualty insurance products, Accounting for reinsurance raguires extensive use of assumptions and estimates, particularly refated 1o the
future performance of the underlying business and the potential impact of counterparty credit risks. Tre Company periodically reviews
actual and anticipated experience compared to the aforementioned assumptions used to establish assets and liabilities relating to ceded
and assumed reinsurance and evaluates the financial strength of counterparties 1o its reinsurance agreements using criteria similar to that
evaluated in.ihe security impairment process discussed previously, Additionally, for each of its reinsurance contracts, the Company
determines it the contract provides indemnification against loss or liahility relating to insurance risk, in accordance with applicable
accounting standards. The Company reviews all contractual features, particularly those that may limit the amount of insurance risk to which
the reinsurer is subject or features that delay the timely reimbursement of claims. If the Company determines that a reinsurance contract
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does not expese the reinsurer to a reasonable possibility of a significant toss from insurance risk, the Company records the contract using
the deposit method of accounting.

Employee Benefit Plans

Certain subsidiaries of the Holding Company (the "Subsidiaries”) spensor and/or administer pension and other postretirement plans
covering employees who meet specified eligibility requirements. The obligations and expenses associated with these plans require an
exiensive use of assumptions such as the discount rate, expected rate of return on plan assets, rate of future compensation increases,
healthcare cost trend rates, as well as assumptions regarding participant demographics such as rate and age of retirements, withdrawal
rates and mortality. Management, in consultation with its external consulting actuarial firm, dstermines thase assumptions based upon a
variety of factors such as historical performance of the plan and its assets, currently available market end industry data, and expectad
hanefilt payout susams. The assumptions used may differ materially from actual resulis due to, among other factors, changing market and
sconomic conditions and changes in paricipant demographics. These differences may have a significant effect on the Company's
consclidated financial statements and liquidity,

Litigation Contingencies

The Company is a parly to a number of legal actions and is involved in a number of regulatory nvestigations. Given the inherent
unpredictability of these matters, itis difficult to sstimate the impact on the Gompany's financial position. Liabilities are established whan it
is probable that a foss has been incurred and the amount of the Joss can be reasonably estimated. Liabilities related to certain lawsuits,
including the Company’s asbestos-related liability, are especially difficult to estimate due to the limitation of available data and uncertainty
regarding numerous varables that can affect liabitity estimates. The data and variables that impact the assumptions used to estimate the
Company's asbestos-related liability include the number of future claims, the cost to resolve claims, the disease mix and saverity of
disease in pending and future claims, the impact of the number of new claims filed in a particular jurisdiction and variations in the law in tha
jurisdictions in which claims are filed, the possible impact of tort reform efforts, the willingness of courts to alicw plaintiffs to pursue claims
against the Company when exposure to asbestos took place after the dangers of asbestos exposure were well known, and the impact of
any possible future adverse verdicts and their amounts. On a quarterly and annual basis, the Gompany reviews relevant information with
respect to liabilities for litigation, regulatory investigations and litigation-retated contingencies to be reflected in the Company’s consol-
idated financial statements. It is possibla that an advarse ouicome in certain of the Company’s litigation and regulatory investigations,
including asbestos-related cases, or the use of different assumptions in the determination of amounts racarded coutd have a material
effect upon the Company's consolidated net income or cash flows in particular guarterly or annual periods.

Economic Capital

Economic capital is an internally developed risk capital model. the purpose of which is to measure the risk in the business and to provide
a basis upon which capital is deployed. The economic capital mode!l accounts for the unigue and specific nature of the risks inherent in
MeiLife's businasses. As a part of the economic capital process, a portion of net investment income is credited 10 the segments based on
the level of allocated equity. This is in contrast to the standardized regulatory risk-based capital (*RBC”) formula, which is not as refined in
its risk calculations with respect to the nuances of the Company's businesses.
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Results of Operations

Discussion of Results
The following table presents consolidated financial information for the Company for the years indicated:
Years Ended December 31,

2007 2006 2005
{In millions)

Revenues
Premiums. o . . oo $27,805 $26,412 $24,860
Universal life and investment-type product policy fees . . .. .. ... ... ... .. .... 5,311 4,780 3.828
Netinvesiment iNCOME . . . . . . . . o 19,006 17.082 14,756
OWREF FBVENUBS . . . . . o e 1,533 1,362 1,271
Netinvestment gains (I0SSeS) . . . . . . . . . (738) {1.382) (86)
Total revenues . . . . .. e 53.007 48,264 44,629
Expenses
Policyholder benefits and claims . . . . ... 0 27,828 26,431 25,508
Interest credited 1o policyholder account balances . . .. ... ... ... ... ... .. ... 5,741 5177 3,887
Policyholder dividends . . . . . . ... . 1,726 1,701 1,679
OINEr BXPENSES . . . . o o 11,673 10,783 9,264
TOta @XPENSES . . . . . 46,968 44,086 40,336
Income from continuing operations before provision forincome tax. .. .. ... ... ... 6.039 4,168 4,283
Provision forincome tax . . . . .. L 1,759 1,097 1,222
Income from continuing OpRErations . . . . . . . . .. 4,280 3,071 3,071
Income from discontinued operations, net ofincometax . ... ... .. ... ... .. 37 3,222 1.643
NetinCoOme. . . . . . . 4,317 6,293 4,714
Preferred stock dividends . . . . . . . .. . L 137 134 63
Net income available to common shareholders., . . . . . .. . ... ... ... ... 4180 36159 § 4.651

Year ended December 31, 2007 compared with the yaar ended December 31, 2006 — The Company

income from Continuing Operations
Income from continuing operations increased by $1,208 million, or 39%, to $4,280 million for the year ended December 31, 2007 from

$3.071 millicn for the comparable 2008 period.
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The following table provides the change from the prior year in income from continuing operations by segment;

% of Total
$ Change $ Change

{In millionsa})

Nternational . . . . . $ 472 39%
INSHUtioNal . . oo e 314 26
Corporate 8 ORI . . . . . . . e e 278 23
INdividual . . .. e 110 g
AUtO & HOME. . . 20 2z
ReINSUrance . . . . . . . e e 15 _t
Total change, net ot income tax . . .. . .. .. . . $1,209 100%

The increase in the International segment’s income from continuing operations was primarily attiibutable to the following factors:

* An increase in Argentina's income from continuing operations primarily due tc a net reduction of liabilities resulting from pension
reform, a reduction in claim liabilities resulting from experience reviews in both the current and prior years, higher premiums resulting
from higher pensicn contributions attributable io higher participant salaries, higher net investment income resulting from capital
contributions in the prior year, and a smaller increase in market indexed policyholder liabidities without a corresponding decrease in
net investment income, partially offset by the reduction of cost of insurance fees as a result of the new pension system reform
regulation, an increase in retention incentives related to pension reform, as well as lower trading portfolio income. Argentina also
benefited, in both the current and prior years, from the utilization of tax loss carryforwards against which valuation allowances had
Deen previously established.

* Mexico's income from continuing cperations increased primarily due to a decrease in certain policyholder ligbilities caused by a
decrease in the unrealized investment results on invested assets supperting these liabilities relative to the prior year, the favorable
mpact of experience refunds during the first quarter of 2007, a reduction in claim liapilities resulting from an experience raview and
the untaverable impact in the prior year resulting from an adjustment to experience refunds in its institutional business, a year over
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year decrease in DAC amortization resulting from management's update of assumptions used 10 determine estimated gross profits in
both the current and prior years, a decrease in liabilities based cn a review of outstanding remittances, and growth in its institutional
and universal life businesses. These increases in Mexico's income from continuing operations were partially offset by lower fees
resulting from management’s update of assumptions used to determing estimatad gross profits, the favorable impact in the prior year
associated wilh a large group policy that was not renewed, a decrease in various one-time revenue items, lower invesiment vields,
the favorable impact in the prior year of iiabilities related to employment matters that were reduced, and the benefit in the prior year
from the elimination of liabilities for pending claims determined to be Invalid.

« Taiwan's income from conlinuing operations increased primarily driven by an increase due to higher DAC amortization in the prior year
resulting from a foss recognition adjustment and restructuring costs, partially ofiset by the favorable impact of katlity refinements in
the prior year, as well as higher policyhoider liabilities related 1o loss recognition in the fourth guarier of 2006.

« Brazil's income from continuing operations increased due to the unfavorable impact of increases in policyholder liabilities due 1o
higher than expected martality on specific blocks of busingss and an increase in litigation liabilities in the prior vear, the unfavorable
impact of the reversal of a tax credit in the prior year, as well as growth of the in-force business.

 Ireland's income from continuing operations increased primarily due to the ulilization of net operating losses for which a valuation
allowance had been previously established, higher investment income, partially offsat by higher start-up expsnses and currency
transaction losses.

» Japan's incomeg from continuing operations increased due to improved hedge results and business growth, partially offset by the
impact of foreign curency transaction losses.

« Hong Kong's income from continuing operations increasad due to the acquisition of the remaining 50% interest in MetLife Fubon and
the resulting consolidation of the operation, as well as business growin,

e Chile's income from continuing operations increased primarily due to growth af the in-force business, highar joint venture income and
higher returns cn inflation indexed securities, partially offset by higher compensation, infrastruciure and marketing expenses.

+ Income from continuing operations increased in the United Kingdom due to a reduction of claim liabilities resuliing from an experience
review, offset by an unearned premium calculation refinement.

e Australia's income from continuing operations increased due to growth of the in-force business and changes in foreign currency
exchange rates.

« These increases in income from continuing operations were partially offset by a decrease in the home office due to higher economic

capital charges and investment expenses, an increase in contingent tax expenses in the current year, as well as higher spending due

to growth and initiatives, partially offset by the elimination of certain intercompany expenses previously charged to the International
segment, and a tax benefit associated with & pricr year Incoma tax expense related to a evision of an estimate.

india's income from continuing operations decreased primarily due 10 headcount increases and growth initiatives, as well as the

impact of valuation allowances established against l0sses in both years.

« South Korea's income from continuing operations decreased due tC a favorable impact in the prior year associated with the
implementation of a more refined reserve valuation system, as well as additional expenses in the current year associated with growth
and infrastructure initiatives, partially offset by continued growth and lower DAC amorlization, both in the variable universal life
busingss. '

The Institutional segmeant's income from continuing operations increased primarily due 10 lower net investment 10ssaes, an increase in
interest marging, an increase in underwriting results, the impact of revisions 1o certain expenses in both periods, partially offset by higher
expenses due 1o an inciease in non-deferrable volume-related and corporate support expenses and an increase n DAC amgrtization
resulting from the ongoing implementation of Statement of Position ("SOP") 05-1, Accounting by insurance Enterprises for Deferred
Acquisition Costs in Connection with Modifications or Exchanges of Insurance Contracts ("SOP 05-17) in the current year.

Corporate & Other's income from continuing operations increased primarily due tc higher net investment income, lower net investment
0sses, lower corporate expenseas, higher other revenues, integration costs incurred in the prior year, and lower legal costs, partially offset
by a decrease in tax benefils, higher interest expense on debt, higher interast on tax contingencies, and higher interest credited to
bankholder deposits.

The Individual segment’s income from continuing operations increased primarily due to a decrease in net investment losses, higher fee
income from separate account products, higher nst investment income on Glocks of business not driven by interest rrargins and an
increase in interest margins, partially offset by higher DAC amortization, unfavorable underwriting results in life products, higher general
expenses, the impact of revisions 10 certain liaoilities in both years, the write-off of a receivable in the current year, an increase in the
closed block-related policyholder dividend obligation, higher annuity benefits, an increase in policyholder divigends and an increase in
interest credited to policyholder account balances.

The Auto & Home segment's incoms from continuing operations increased primarily due to an increase in premiums and other revenuas,
an increase in net investment income, an increase in nel investment gains and a decrease in other expenses. These were partially offset by
losses related to higher claim freguencies, higher earned exposures, higher losses due to severity, an increase in unallocated claims
adjusting expenses and an increase from & reduction in favorable development of prior year losses, partially offset by a decrease in
catastrophe losses, which included favorable development of prior year catastrophe reserves, all of which are relatad to policyholder
benefits and claims. Also offsetting the increase in income from coniinuing oparations was a decrsase in average sarned premium per
policy and an increase in catastrophe reinsurance costs.

The Reinsurance segment’s income from centinuing operations increased primarily dug to an increase in premiums due to additional
nusiness in-force from facultative and automatic treaties and renewal premiums on existing blocks of business, an increase in net
investment income due o growth in the asset base, an increase in other revenues and a decrease in other expenses, partaily offset by an
increase in net investment losses which was primarily due to & decrease in the fair value of embedded derivatives associated with the
reinsurance of annuity products on a funds withheld basis.
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Revenues and Expenses

Premiums,’ Fees and Other Revenues

Premiums, fees and other revenues increased by $2,185 million, or 7%, to $34,739 million for the year ended December 31, 2007 from
$32,554 million for the comparable 2006 period,

The following table provides the change from the prior year in premiums, fees and other revenues by segment;

$ Change ?3:'1::;2'
{In millions)

Institutional . . ... .. o $ 594 27%
Reinsurance . . . . . .. 573 26
International . .. . L 560 26
Individual . .. 364 17
AULO & HOME .. L L &5 3
Comporate & OWNEr . . . 29 _1

Total changs. . . . .. e, $2,185 100%

The growth in the Institutional segment was primarily due to increases in the non-maedical health & other and group life businesses. The
non-medical health & other business in¢reased primarily due to growth in the dental, disability, accidentat death & dismembarment
("AD&D") and individual disability insurance ("iDI"} businesses. Partially offsetting these increases is a decrease in the long-term cara (“LTG"
busingss, net of a decrease resulting from & shift to deposit liability-type contracts In the current year, partially offset by growth in the
business. The group life business increased primarily due to business growth in term life and increaseas in corporate-owned life insurance
and life insurance seld to postretirement benefit plans. These increasas in the non-medical health & other and group life businesses were
partially offset by a decrease in the retirement & savings business. The decrease in setirement & savings was primarily due to a decrease in
structured settlement and pension closecut premiums, partially offset by an increase in other products.

The growth in the Reinsurance segment was primarily attributable to premiums from new facullative and automatic treaties and renewal
premiums on existing blecks of business in all RGA's operating segments. In addition, other revenues increased due 1o an increase in
surrender charges on asset-intensive business reinsured and an increase in fees associated with financial reinsurance.

The growth in the (nternational segment was primarily due to the following factors:

* An increase in Mexico's prermiums, fees and other revenues due to higher fees and growth in its institutional and universal lite
businesses, a decrease in experience refunds during the first quarter of 2007 on Mexico's institutional business, as well as the
adverse impact in the pricr year of an adjustment for experience refunds on Mexico's institutional business, offset by lower fess
resulting from management’s update of assumptions used to determing estimated gross profits and various one-time revenue items
which benefited both the current and prior years.

Premiums, fees and other revenues increased in Hong Kong primarily due to the acquisition of the remaining 50% interest in MetLife
Fubon and the resulting consolidation of the operation as well as business growth.

* Chile's premiums, fees and other revenues increased primarily due to higher annuity sales, higher institutional premiums from its
traditional and bank distribution channeis, and the decrease in the prior year resulting from management's decision nat tc match
aggressive pricing in the markeiplace.

South Korea's premiums, Tees and other revenues increased primarily due to higher fees from growth in its guaranteed annuity and
variable universal life businesses.

¢ Brazi's premiums, fees and other revenues increased due to changas in foreign currency exchange rates and business growth.

¢ Premiums, fees and other revenues increased in Japan due to an increase in reinsurance assumed.

& Australia's premiums, fees and other revenues increased primarily due to growth in the institutional and reinsurance business in-

forca, an increase in retention levels and changss in forsign currency exchange rates.

¢ Argenting's premiums, fees and other revenues increased due to higher pension contibutions resulting from higher participant

salaries and a higher salary threshold subject to fees and growth in bancassurance, offset by the reduction of cost of insurance fees
as a resuit of the new pension system reform regulation.

= Taiwan's and India’'s premiums, fees and other revenues increased primarily due to business growth.

These increases in pramiums, fees and other revenuas were parliaily offset by a decrease in the United Kingdom due to an unearned
premium calculation refinement, partially offset by changes in foreign currancy exchange rates,

The growth in the Individual segment was primarily due to higher fee income from variable life and annuity and investment-type products
and growth in premiums from cther life products, partially offset by a decrease in immediate annuity premiums and a decline in premiums
agsociated with the Company's closed block business, in line with expectations.

The growth in the Autc & Home segment was primarily due to an increase in premiums related to increased exposures, an increase in
various voluntary and involuntary programs, and a change in estimate on auto rate refunds due 10 a regulatory examination, as well as an
increase in other revenues primarily dug o slower than anticipated claim payments in 2008. These increases were partially offset by a
reduction in average earned premium per policy, and an increase in catastrophe reinsurance costs.

The increase in Corporate & Other was primarily related to the resalution of an indemnification claim associated with the 2000
acquisition of General American Life Insurance Company {"GALIC"), partially ofiset by an adjustment of surrender values on corporate-
owned life insurance policies.

Net Investment Income

Net investmant incame increased by £1,924 milion, or 11%, to $19,006 mition for tne year ended December 31, 2007 from
$17,082 million for the comparable 2008 period. Management attributes $1,338 million of this increase to growth in the average asset
trase and $588 million to an increase in yields. The increase in net investmant income from growth in the average asset base was primarily
within fixed maturity securities, moerigage [0ans, real estate joint ventures and other limited partnership interests. The increase in net
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investment income attriutable to higher yields was primarily due to higher returns on fixad maturity securities, other limited partnership
interests excluding hedge funds, equity securities and improved securities lending results, partially offset by lower retuins on real estate
joint ventures, cash, cash squivalents and short-term investments, hedge funds and mortgage loans. Management anticipates that
investment income and the relatad vields on other limited partnership interests may dacline during 2008 due to increased volatiity in the
equity and credit markets during 2007.

interest Margin

Interest margin, which represents the diffarence between interest earned and interest credited to policyholder account balances
increased in the Institutional and Individual segments for the year ended December 31, 2007 as compared to the prior year, Interest eamed
approximates net investment income ¢n investable assets attribulad to the segment with minor adjusiments related to the conschidation of
ceriain separate accounis and other minor non-pelicyholder elements. Interest credited is the amount attributed to insurance products,
recorded in policyholder benefits and claims, and the amount credited to policyholder account balances for investment-type products.
recorded in interest credited to policyholder account balances. Interest credited on insurance products reflects the current year impact of
the intersst rate assumptions established at issuance or acquisition. Interest credited 10 policyholder account balances is subject to
conlractual terms, including some minimum guarantees. This tends 0 move gradually over time to reflect market interest rate movements
and may reflect actions by management o respond to competitive pressures and, therefore, generally does not intreduce volatility in
expense.

Net Investment Gains (Losses)

Net investmeant losses decreased by $644 million to & loss of $738 million for the year ended December 31, 2007 from a loss of
$1.382 million for the comparable 2008 pericd. The dacrease in net investment losses was primarily due to a reduction of losses on fixed
maturity securities rasulting principally from the 2006 portfotio repositioning In a rising Interest rate environment, increased gains from
asset-based foreign currency transactions due to a decling in the U.S. dollar year over year against several major currencies and increased
gains on gquity securities, partially offset by increased l0sses from the mark-to-market on derivatives and reduced gains on real estate and
real estate joint ventures.

Underwriting

Underwriting results are generally the diflerence between the portion of premium and fee income intended to cover mortality, morbidity
or other insurance costs, less claims incurred, and the change in insurance-related liabilities. Underwriting resulis are significantly
influenced by maortality, morbidity or other insurance-related experience trends, as well as the reinsurance activity related to certain blocks
of business. Consequantly, results can fluctuate from period to pericd. Underwriting results, excluding catastrophes, in the Auto & Heme
segment were less favorable for the year ended December 31, 2007, as the combined ratio, excluding catastrophes, increased to 86.3%
from 82.8% for the year endad December 31, 2008. Underwriting results were favorable in the non-medical health & other, group life and
retirement & savings businesses in the Institutional segment. Underwriting results were unfavorable in the life products in the Individuat
segment,

Other Expenses

Other expenses increased by $880 milion, or 8%, to 11,673 million for the year ended December 31, 2007 from $10,783 million for
the comparable 2006 period.

The following table provides the change from the prior year in other expanses by segment:

% of Total
$ Change § Change
{ln millions)

INAIGAUAL . . o ot e e e e $512 57%
INEEINBLUONAL . « o o ot it e e e e e e 219 25
INSHEULONAl . . ot s s e e e e e 124 14
CompOrale & ORET L o o oo oo e 51 &
AULD & HOME . o ot e e e (15} (2)
Reinsurance . .. ... ... e _ =

TOMAL CRENGE. « o o o o o e e e $390 100%

The Individual segment contributed to the year over year increase in other expenses primarily due te higher DAC amortization, higher
expenses associated with business growth, information technoicgy and other general expenses, the impact of revisions to certain
liabilities, including pension and postretirement liabilities and policyholder liabilities in the prior year, and a write-off of a receivable in the
current year.

The International segment contributed to the year over year increase in other expenses primarily due t© the business growth
commansurate with the increase in revenues discussed above. It was driven by the following factors:

» Argentina’s other expenses increased primarily due 10 8 lizhility for servicing abligations that was established as a result of pansion
reform, an increase in commissions on bancassurance business, an increase in retention incentives related te pensicn reform, and
the impact of management's update of DAC assumptions as a result of pension reform and growth, partially offset by a lower increass
in liabilities due to inflation and exchange rate indexing.

s South Korea's other expenses increased primarily due to the favorable impact in DAC amortization associated with the implemen-
tation of a more refined reserve valuation system in the prior year, additional expenses associated with growth and Infrastructure
initiatives, as we!l as business growth and higher bank insurance fees, partially offset by.-a decrease in DAC amortization.

+ Mexico's other expenseas increased due to higher expenses related to business growth and the favorable impact in the pricr year of
liabilities that were reduced, offset by a decrease in DAC amortization resulting from management's update of agsumptions used to
determine estimated gross profits in both the current and prior years and a decrease in liabilities based on a review of outstanding
remittances.
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« Other expenses increased in India primarily due to headcount increases and growth initiatives, partially offset by the impact of
management's update of assumptions used to determing estimated gross profits.

« Other expenses increased in Australia primarily due 10 business growth and changes in foreign currency exchange rales.

* Other expenses increased in Chile primarily due to compensation costs, infrastructure and marketing programs, and growth partially
offset by a decrease in DAC amortization related to inflation indexing.

* Other expenses increased in Hong Kong due to the acqguisition of the remaining 50% interest in MetLife Fubon and the resulling
consclidation of the operation.

» lreland's other expenses increased due to higher start-up costs, as well as foreign currency transaclion losses.

* Brazil's other expenses increased due to changes in foreign currency exchange rates partially ofiset by an increase in litigation
liabilities in the prior year.

* Tre United Kingdom's other expenses increased due to changes in foreign currency exchange rates and higher spending on
business initiatives partially offset by lower DAC amertization resulting from calcuiation refinements.

* These increases in other expenses were partially offset by a decrease in Taiwan's other expenses primarily due 10 a one-time increase
in DAC amortization in the pricr year due to a l0ss recognition adjustment resulting from low interest rates related to product
guarantees coupled with high persistency rates on certain blocks of business, an increase in DAC amcrtization in the pricr year
associated with the implementation of a new valuation system, as well as cne-time expenses in the pricr year reiated to the
termination of the agency force, and expense reductions recognized in the current year gdue to the elimination of the agency foice.

Other expenses decreased in the home office primarily due to the elimination of certain intercompany expenses previously charged to
the International segmant, offset by higher spending on growth and infrastructure initiatives,

The Institutional segment contributed to the year over year increase primarily due to an increase in non-deferradle velume-related and
corporate support expenses, higher DAC amortizaticn associated with the ongeing implementation of SOP 05-1 in the current year, a
charge related to the reimbursement of dental ¢laims in the current year, the establishment of a contingent legal liability in the current year
and the impact of certain revisions in both years. These increases were partially offset by a benefit related to a reduction of an allowance for
doubtful accounts in the current year, the imgact of a charge of non-deferrable LTC commissions expense, a charge associaled with costs
related to the sale of certain small market record keeping businesses and a regulatory settlement, all in the prior year,

Corporate & Other contributed to the year over year increass in other expenses primarily dug to higher interest expense, higher interest
on tax centingences and an increase in interest credited 1o bankholder depcesits at MetLife Bank, National Association, a national bank
(*Metlife Bank® or *MetLife Bank, N.A.7), partially ofiset by lower corporate support expenses, lower costs from reductions of Metlife
Foundation contributions, integration costs incurred in the prior year and lower legal costs.

These increases in olher expenses were partially ofiset by a decrease in the Auto & Home segment primarily refated te lower information
technology and advertising costs, partially ofiset by minor changes in a variety of expense categories.

These increases in other expenses were partially offset by a decrease in the Reinsurance segment primarily due to a decrease in
expenses associated with DAC, partially offset by an increase in interest expense associated with note offerings in both years, an increase
in mincrity interest expense, as well as an increase in compensation and overhead-related expenses associated with RGA's international
expansion and general growth in the operations.

Net Income

Income tax expense for the year ended December 31, 2007 was $1.758 million, or 28% of income {rom continuing operations before
provision for income tax, compared with $1,097 million, or 26% of such income, for the comparable 2006 period, The 2007 and 2006
eftactive tax rates differ from the corporate tax rate of 35% primarily due 1o the impact of non-taxable investment income and tax credits for
investments in low income housing. In addition, the increase in the effective rate for FIN 48 liability additions is entirely offset by an increase
in non-taxabie investment income. The 2007 pericd includes a benefit for decrease in international deferred tax valuation allowances and
the 2006 period included a prior year benefit for international taxes. Lastly, the 2008 period included benefit for a “provision-to-filed return”
adjustment regarding non-taxable investment income.

Income from discontinued operations, net of income tax, decreased by 33,185 million, or 99%, to $37 million for the year ended
December 31, 2007 from $3,222 millicn for the comparable 2006 period. The decrease in income from discontinued operations was
primarily due a gain of $3 billlon, net of income tax, on the sale of the Peter Cooper Village and Stuyvesant Town properties in Manhattan,
New York, that was recognized during the year ended Decernber 31, 2008, In addition, there was lower net investment income and nat
investment gains (losses) of $144 million, net of income 1ax, from discontinued operations related to real estale properties sold or held-for-
sale during the year ended December 31, 2007 as compared {0 the year ended December 31, 2006. Alsc contributing to the decrease
was lower income from discontinued operations of $23 million, net of income tax, related to the sale of MatLife Australia’s annuities and
pension businesses 1o a third parly in the third quarter of 2007 and lower income from discontinued cperations of $18 million, net of
income tax, related to the sale of SSRM resulting from a reduction in additional proceeds from the sale received during the year ended
December 31, 2007 as compared to the year December 31, 2008.

Year ended December 31, 2006 compared with the year ended December 31, 2005 — The Company

Iincome from Continuing Operations

Income from continuing operations was 33,071 milion for the years ended December 31, 2006 and December 31, 2005. Excluding the
acquisition of Travelers, which contributed $298 million during the first six months of 2008 to the year over year ingrease, income fram
continuing operations decreased by $298 milllon, Income from continuing operations for the years ended December 31, 2006 and 2005
included the impact of certain transactions ¢r events, the timing, nature and amount of which are generally unpredictable. These
transactions are described in each applicable segment's discussion. These items contributed a charge of $23 million, net of income 1ax, to
the year ended December 31, 20086. These items contributed a benefit of $48 million, net of income tax, to the year ended December 31,
2005. Excluding the impact of these items and the acquisition of Travelers, income from continuing operations decreased by $227 million
for the year ended December 31, 2006 compared to the prior 2005 period.
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The following table provides the changa in income from continuing operations by segment, excluding Travelers, and certan ransactions
as menticned above:

$ Change ?3;::::'
{In milllons)

NSTIUHONEAL . o v o e e e e e e e $318) (140)%
INGIVIGUAL .+ o o o e e e e e e (68) (30}
IUEIMETONAD © . o v e e e e e (33 (19)
Corporate & QMBI « o o vt e (25) (11}
AULC & HOMB. o v v e o et e e e 192 85
BOINSUIANGE © o o o o e e e e 28 _n

Total change, Netof INCOMB tAX . . . . ..ot 227} (10C)%

The Institutional segment’s income from continuing operations decreased primarily due 10 an increase in net investment losses, a
decline in interest marging, an increase in operating expenses, which included a charge associated with costs related to the sale of certain
small market recordkeeping businesses, a charge associated with nen-deferrable LTC commissions expense and a charge associated with
costs related to a previously announced regulatary settlement, partially offset by the impact of integration cosis in the priar year and
favorable underwriting results.

The individual segment’s income from continuing operations decraased as a result of an increase in nat investment losses, a decling in
interast margins, higher expenses and annuity benefits, as well as increases in interest credited to policyholder account balances and
policyholder dividends. These decreases were partially offset by increased fee income related to the growth in separate account products,
favorable underwriting resuits in life products, lower DAC amortization and a decrease in the closed block-related policyholder dividend
obligation.

Income from continuing operations in Corporate & Other decreased primarily due to higher investment {osses, higher interest expense
on debt, corporate support expenses, interest credited to bankhoider deposits and iegal-related costs, partially offset by an increase in tax
nerefits, an increase in net investment income, lower integration costs and an increase in other revenues,

The decrease in income from continuing operations in the international segment was primarity attributable 1o the following factors:

e Taiwan had a decrease due 1o a loss recognition adjusiment and a restructuring charge, partially offset by reserve refinements
associated with the implementation of a new valuation system.

e Income from continuing operations decreased in Canada primatily due to the realignment of econcmic capital in the prior year.

e Income from continuing operations in Maxico decreased primarily due to an increase in amortization of DAC, higher operating
expenses, the nat impact of an adjustment 1o the liability for expariance refunds on a block of business, a decrease in various one-
tima other revenue items in both periods, as well as an increase in income lax expense due to a tax benafit realized in the prior year.
These decreases in Mexico were partially offset by a decrease in certain poiicyholder liabilities caused by a decrease in unrealized
investment gains on invested assets supporting those liabilities relative to the prior year, a decrease in policyholder benefits
assaciated with a large group policy that was not renewed by the policynolder, a benefit in the current year from the release of
lizbilities for pending claims that were determined to be invalid following a review, and the unfavorable impact in the prior year of
contingent liabilities.

« In agddition, a decrease in Brazil was primarily due to an increase in policyholder benefits and claims related to an increase in future
poiicynoider penefit Yiabiliies on specific blocks of business and an increase in litigation liabiliies, as well as adverse claim
experience in the current year.

» The home office recorded higher infrastructure expenditures in support of segment growth, as well as a contingent tax lighility. This
was offset by a reduction in the ameunt charged for economic capital.

+ Results of the Company's investment in Japan decreased primarily due to variability in the hedging program.

» in addition, expenses related to the Company's start-up operations in lreland reduced income from continuing operations. A valuation
allowance was established against the deferred tax benefit resulting from the lreland losses.

* Partially offseiting these decreases in income from continuing operations ware increases in Chile and the United Kingdom due to
continued growth of the in-force business.

» In addition, an increase occurred in Australia due to reserve strengthening on a block of business in the prior year.

« South Korea's income from continuing operatiens increased due to growth in the in-force business and the implementation of a more
refined reserve valuation system.

« Argentina's income from continuing cperations increased due to higher net investment income resulting from capital contributions,
the release of liabilities for pending claims that were determined to be invalid following a review, the favorable impact of foreign
currency exchange rates and inflation rates on certain contingent liabilities, the utilization of net operating losses for which a valuation
allowance had baen previously established, and an increase in the prior year period of a deferred income 1ax valyation allowance, as
well as business growth, Changes in fcreign currency exchange rates also contributed to the increase.

Partially offsetting the decreases in income from continuing operations was an increase in the Aute & Home segment primarily due 10 a
i0ss in the third quarter of 2005 related to Hurricane Katrina, favorable development of prior year loss reserves, improvement in non-
catastrophe loss experience and a reduction in loss adjustment expenses. These increases were partially offset by higher catastrophe
losses, excluding Hurricanes Katrina andg Wilma, in the current year period, and decreases in net earned premiums, other revenues, and
net investment income, as well as an increase in othar expenses.

Income from continuing operations in the Reinsurance segment increased primarily due to added business in-torce from facultative and
automatic treaties and renewal premiums on existing blocks of business in the U.S. and international operations, an increase in net
investment income due to growth in the invested asset base and an increase in other revenues. These items wera partially offset by
unfavorable mortality experience, an increase in liabilities agsociated with Reinsurance Group of America, Incorporated's ("RGA’) Argentine
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pension business in the pricr period and an increase in other expenses, primarily related o expensas associated with DAC, interest
expense, minority interest expense and equity compensation costs, '

Revenues and Expenses

Premiums, Fees and Cther Revenues

Premiums, fees and cther revenues increased by $2,595 million, or 9%, to $32,554 million for the year ended December 31, 2006 from
$29,959 million for the comparable 2005 period. Excluding the impact of the acquisition of Travelers, which contributed $845 million during
the first six months of 2008 {0 the year over year increase, premiums, fees and other revenues increased by $1,650 miltion.

The following table provides the change in premiums, fees and other revenues by segment, excluding Travelers:

% of Total
$ Change $ Change
{In millions)

ReiNsuranCe . . . . . o o $ 487 30%
International . . . e e 470 28
INSUIWNoNEl . . . . o 458 28
Individual . . . .. 229 14
Comporate & CHher . . . . L e e 4 —
AUO BHOME. . . L 2 =

TOtal ChANGR. « v v o 1,650 100%

The growth in the Reinsurance segment was primarily attributable to premiums from new facultative and automatic treaties and renewal
premiums on existing blocks of business in the U.S. and international cperations.

The growth in the Internaticnal segment was primarily due to the following factors:

* An increase in Mexico's premiums, fees and other revenues due to growth in the business and higher fees, partially offset by an

adjustment for experience refunds on a block of business and various one- time other revenue items in both years.

* South Korea's premiums, fees and other revenues increased due to business growth, as well as the favorable impact of foreign

currency exchange rates, )

» Brazil's premiums, fees and other revenues increased due to business growth and higher bancassurance businass, as well as an

increase in amounis retained under reinsurance arrangements.

* Chile's premiums, fees and other revenues increased primarily dug to higher institutional premiums through its kank distribution

channel, partiglly offset by lower annuity sales.

* Business growth in the United Kingdom, Argentina, Australia and Taiwan, as well as the favorable impact of changes in fareign

currency exchange rales, also contributed 1o the increase in the International segment.

The growth in the Institutional segment was primarily due to growth in the dental, disability, AD&D products, as well as growth in the LTC
and 10! businesses, all within the nan-medical health & other business. Additionally, growth in the group life business was attributabie to the
impact of sales and favorable persistency largely in the term life business. These increases in the non-medical health & cther and group life
businesses were partially cffset by a decrease in the retirement & savings business. The decling in retiremeant § savings was primarily due
to a dacling in premiums from structured settiements predominantly due to lower sales, partially offset by an increase in master terminal
funding premiums ("MTF").

The growth in the Individual segment was primarily due 10 higher fee income from universal life and investment-type products and an
increase in premiums from other life products, partially offset by a decrease in immediate annuity premiums and a decling in premiums
associated with the Company's closed block business as this busingss continues 1o run-off.

Net Investrment fncome .

Net investiment income increased by $2,326 million, or 16%. to $17.082 milion for the year ended December 31, 2006 from
$14,756 million for the comparable 2005 period. Excluding the impact of the acquisition of Travelers, which contributed $1,425 million
during the first six months of 2008 to the year over year increase, net investmeant inceme increasad by 3901 million of which management
atiributes $648 miliion to growth in the average asset base and $253 million {0 an increase in yiglds, This increase was primarily dug 1o an
overall increase in the asset base, an increase in fixed maturity security yields, improved results on real estate and real estate joint
ventures, mortgage loans, and cther limited partnership interests, as well as higher shori-term interest rates on cash equivalents and short-
term investments, These increases were partially offset by a decling in investment income from securities lending results, and bond and
cormmercial mortgage prepayment fees.

interast Margin

Interest margin, which represents the difference between interest earned and interest credited to policyhclder account balances,
decreased in the Institutional and Individual segments for the year ended December 31, 2006 as compared to the prior year. Interest
earned approximates net investment income on investable assets attributed to the segment with minor adjustments related to the
consolidation of certain separate accounts and other minor nen-policyhelder etements. Interest credited is the amount attributed to
insurance products, recorded in policyhelder benefits and claims, and the amount credited to policyholder account balances for
investment-type products, recorded in interest credited to policyholder account balances. Intarest credited cn insurance products
reflects the current period impact of the interest rate assumptions established at issuance or acquisition. Interest credited to policyhcider
account balances is subject to contractual terms, in¢luding some minimum guarantees. This tends 10 move gradually over time to reflect
market interest rate movements and may reflect actions by management to respond te competitive pressures and, therefore, generally
does not introduce volatility in expense.
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Nat Investment Gains {Losses)

Net investment losses increased by $1,296 million to a loss of $1,382 million for the year ended December 31, 2006 fram & loss of
%86 million for the comparable 2005 period. Excluding the impact of the acquisition of Travelers, which contributed a loss of $234 million
during the first six months of 20086 1o the year over year increase, nat investment losses increased by $1,002 million. The increase in net
investment losses was dus to a combination of losses from the mark-to-market on derivatives and foreign currency transaction losses
during 2008, largely driven by increases in LS. interest rates and the weakening of the dollar against the major currencies the Company
hedges, notably the euro and pound sterling.

Underwriting

Underwriting results are generally the difference between the porticn of premium and fes income intended to cover mortality, morbidity
ar other insurance costs, less claims incurred, and the change in insurance-related liabilitigs. Underwriting results are significantly
influenced by martality, morbidity or other insurance-related experience trends and the reinsurance activity related 10 certain blocks of
business and, as a result, can fluctuate frem period to period. Underwriting resulis were favorable within the life products in the individual
segment, as well as in the Reinsurance segment, and in the group life and non-medical health & other products in the Institutional segment.
Retirgment & saving's underwriting results were mixed across several procucts in the Institutional segment. Underwriting resultg, excluding
catastrophes, in the Autc & Home segment were favorable for the year ended December 31, 2006, as the combined rato, excluding
catastrophes, decreased to 82.8% from 86.7% for the year ended Dacember 31, 2005, Underwriting results in the International segment
increased commensurate with the growth in the business for most countries with the exception of Brazil, which experienced unfavorable
claim experience. and Argentina, which experienced improved claim experignce,

Cther Expenses
Other expenses increased by $1,519 million, or 16%, {0 $10,783 million for the year ended December 31, 2006 from $9,264 million for
the comparable 2005 period. Excluding the impact of the acquisition of Travelers, which contributed $605 million during the first six rmonths
of 2006 to the year over year increase, other expenses increased by $914 milion. The year ended December 31, 2006 includes a
$35 million contribution 1o the MetLife Foundation. The year ended December 41, 2005 included a $28 milion bensfit associated with the
reduction of a previously established real estate transfer tax tliability related to MUIC's demutualization in 2000. Excluding these items and
the acquisition of Travelers, cther expenses increased by $851 million from the comparable 2005 period.
The following table provides the change in other expenses by segment, excluding Travelers, and certain transactions as mentioned
above:
% of Total
$ Change $ Change
{In milllons}

INEEIMALIONAT . . o ot e e e e e e 3326 8%
Corporate & Other .. ... . e 287 34
REINSUIANCE « © v o v o e e e et e e et e e e e e 236 2B
IRSHEULIONAL . o o e e e e e e 79 9
At & HOME . o ot e e 17 2
INAIVITUEL « o o o o e e e e e e e e e e _{94) 1)
TOLAl GRANGE .« + o o e e $851 100%

The Interational segment contributed to the year over year increase in other expenses primarily due to business growih commensurate

with the increase in revenues discussed above and changes in foreign currency exchange rates. This was driven by the following factors:

« Taiwan's other expenses increased due to an increase in amortization of DAC, due to & loss recognition adjustment, refinements
associated with the implementation of a new valuaticn system and a restructuring charge,

« Mexico's other expenses increased dug to an increase in commissions commensurate with the revenue growth, higher DAGC
amortization, higher expenses related to growth initiatives and additional expenses associated with the Mexican pension business,
parially offset by the uniavorable impact of contingent liabilities that were eslablished in the prior year related to potential employment
matters and which were eliminated in the current year,

« South Korea's other expenses increased due to an increase in DAC amortization and general expenses, partially offset by a decrease
in DAC amortization asscciated with the implementation of a more refined reserve valuaticn system.

+ Brarzil's other expenses increased due to an increase in litigation fiahilities.

s Other expenses associated with the home office increased due to an increase in expenditures for information technology projects,
growth initiative projects and integration cosls, as weli as an increase in compensation expense.

« In addition, expenses were incurred related to the start-up of operations in Irefand.

Corporate & Other contributedt to the year over year variance in other expenses primarily due to higher intergst expense, corporale
support expenses, interest credited to bankholder deposils at MetLife Bank and legal-related costs, partially ofiset by lower integration
costs.

The Reinsurance segment also contributed to the increase in other expenses primarily due to an increase in expenses associated with
DAC, interest expense and minority interest, as well as an increase in compensation, including equity compensation expense and
overhead-related expenses.

The Institutiona! segment contributed to the year over year increase primasily due 1o an increase in non-deferrable volume-related
expenses, a charge associated with costs relatad to the sale of certain small market reccrdkeaping businesses, a charga associated with
non-deferratle LTC commissions expense and a charge associated with costs related to a previously announced regulatory settlement, all
within the current year, partially offset by the reduction in Travelers-related integration oSS, principally incentive accruals and an
adjustment of DAC for certain LTC products.
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The Auto & Home segment contributed o the year over year increase primarily due 1o expendilures related to information technology,
advertising and compensation costs.

Partially offsetting the increases in other expenses was a decrease in the Individual segment. This decrease was primarily due to lower
DAC amortization, partialiy offset by higher genera! spending in the current year, despite higher corporate incentives. In addition, the impact
of revisions 10 certain expenses, premium tax, policyholder liabilities and pension and postretirement liabilities, in both pericds, increased
other expenses in the current year period.

Nat income

Income tax expense for the year ended December 31, 2006 was $1,097 million, or 26% of income from continuing operations before
provision for income tax, compared with $1,222 million, or 28%, of such income, for the comparable 2005 period. Excluding the impact of
the acquisition of Travelers, which contributed $118 million during the first six months of 20086, income tax expense was $973 million, or
26%, of income from continuing cperations before provision for income tax, compared with $1,222 million, or 28%, of such income, for the
comparable 2005 period. The 2006 and 2005 effective tax rates ditfer from the corporate tax rate of 35% primarily due to the impact of non-
taxable investment income and tax credits for investments in low inceme housing, The 2006 effective tax rate also inciudes an adjustment
of a benefit of $33 million consisting primarily of a revision in the estimate of income tax for 2005, and the 2005 effective tax rate also
includes a tax benefit of $27 million retated to the repatriation of foreign earnings pursuant to Internal Revenue Code Section 965 for which
a U.S. deferred 1ax provision had previously been recorded and an adjustment of a benefit of $31 million consisting primarily of a revision in
the estimate of income tax for 2004.

Income from discontinued operations consisted of net investment income and net investment gains related to real estate properties that
the Company had classified as available-for-sale or had sold and, for the years ended December 31, 2006 and 2005, the operations and
gain upon disposal from the sale of SSRM on January 31, 2005 and for the year ended December 31, 2005, the operations of MetLife
Indonesia which was sold on September 29, 2005. Income from discontinued operations, net of income tax, increased by $1,579 million,
or 96%, to $3.222 million for the year ended December 31, 2006 from $1.643 million for the comparable 2005 period. This increase is
primarily due tc a gain of $3 billion, net of income tax, on the sale of the Peter Cooper Village and Stuyvesant Town propertias in Manhattan,
New York, as well as a gain of $32 miliion, net of income tax, related to the sale of SSRM during the year ended Cecember 31, 2006. This
increase was partially offset by gains during the year ended December 31, 2005 inctuding $1.183 mittion, net of income tax, on the sates of
the One Madison Avenue and 200 Park Avenue properties in Manhattan, New York, as well as gains on the sales of SSRM and MeiLife
Indonesia of $177 million and $10 million, respectively, both net of incoma tax. In additicn, there was lower net investment income and net
investment gains from discontinued operations related to real estate properties sold or held-for-sale during the year ended December 31,
2006 compared to the year ended December 31, 2005.

Dividends on the Holding Company's Preferred Shares issued in connection with financing the acquisition of Travelers increased by
$71 million, to $134 million for the year endad December 31, 2006, from $63 million for the comparable 2005 pericd, as the preferred
stock was issued in June 2005.
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Institutional
The following table presents consolidated financial information for tne Institutional segment for the years indicated:

Years Ended Dacembar 31,

2007 2008 2005
{In mitlions)

Revenues _
PREIMILITIS .« . o v e et et e e e e e e $12,392 ®11,867 311,387
Universal life and investment-type product pelicy fees . .. ... .. oo 803 775 772
Nat INVESIMENEINGOME . . . o o e 8,179 7,265 5,842
ORI TEVEIIUES © .+« v o o e e et e e e 726 685 653
Net investment gains (I0SSeS) . . . .. ... . o (580) (B831) (10)

TOtAI TEVEAUBS .« + o v v v e v e e e et e e 21,520 19,961 18,744
Expenses
Policyholder benefits and Claims . . . .. ..o 13,806 13.367 12,776
Interest credited to policyholder account balances .. ..o oo e 3,094 2,593 1,652
Palicyholder divIdendS . . .. ..o - - ]
OUNEE BXPEMEES . « + « « « « et e 2,438 2,314 2,229

Total eXpenses . . -« oo e P SRR 19,338 18,274 16,658
Income from continuing operations pefore provision for income tax. .. ... . ..o 2,182 1,687 2,086
PrOviSion fOr INCOME LBX .+ v v v o o e e e e 743 562 6598
Income from continuing CRErationsS . . . . ..« v 1,438 1,125 1,388
Income from discontinued ocperations, net ofincome tax ... ... ..o o 10 42 174

NELINGOME |+ vt o e e e e e e e % 1,449 $ 1,167 § 1.562

Year ended December 31, 2007 compared with the year ended December 31, 2006 — Institutional

income from Continuing Operations

income from continuing operations increased $314 milion, or 28%, to $1,439 million for the year ended December 31, 2007 from
$1,125 million for the comparable 2006 period.

Included in this increase are higher earnings of $33 million, net of income tax, from lower net investment losses, In addition, higher
earnings of $11 million, net of income tax, resulted from an increase in policyholder benefits and claims related to net investment gains
{losses). Excluding the impact of net investment gains {losses), income from continuing operations increased by %270 million, net of
income tax, compared to the prior year.

Interest marging increased $229 million, net of income tax, compared 1o ihe prior year. Management attributes this increase 10 a
%146 million increase in retirement & savings, & §46 miliion increase in group life and a $37 million increase in non-medical health and
other, respectively, all nat of income tax. Interest margin is the difference hetween interest earmned and interest credited to policyholder
account balances. Interest earned approximates net investment income on investable assets attribuled to the segment with minor
adjustments related to the consolidation of certain separate accounts and othar minor non-policyholder elemenis. Interest credited is the
amount attributed to insurance products, recorded in policyholder benefits and claims, and the amount credited 1o policyholder account
valances for investmenti-type products, recorded in interest credited 1o policyholder account balances. Interest credited on insurance
products reflects the current year impact of the interest rate assumptions established at issuance or acquisition. Interest credited 1o
palicyholder account balances is subject to contractual terms, including some rinimum guarantees. This tends to move gradually over
time to reflect market interest rate movements, and may reflect actions by management 10 respond 1o competitive pressures ang,
therefore, generally does not introduce volatility in expense.

An increase in underwriting results of $89 milfion, net of income tax, compared to the prior year, contributed to the increase in income
from continuing operations. Management attributes this increase primarily to the nen-medical health & other, group life and retirement &
savings businesses with increases of $85 million, $16 million and §8 miflion, all net of income tax, respectively.

Underwriting results are generally the difference between the portion of premium and fae income intended to cover mortality, morbidity,
or other insurance costs less claims incurred, and the change in insurance-related liabilities. Underwriting results are significantly
influenced by mortality, morbidity, or other insurance-related experience trends, as well as the reinsurance activity related 1o certain
blocks of business. Consequently, résults can fluctuate from period 10 period.

Partially offsetting this increase in Income from continuing operations were higher expenses related to an increase in non-deferrable
volume-related expenses and corporate support expenses of $72 million, net of income tax, as well as an increase in DAC amortization of
%44 million, net of income tax, primarily due to a $40 million, net of income tax, charge due to the ongoing impact on DAC and VOBA
amortization resulting from the implementation of SOP 05-1 in the current year. This increase in expense was partially offset by the impact
of certain revisions in both years for a net decrease of $34 million, net of income tax. The remaining increase in operaling expenses was
more than offset by the remaining increase in premiums, fees, and other revenues.

Revenues
Total revenues, excluding net investment gains {losses), increased by $1.508 million, or 7%, to $22.100 milion for the year ended
December 31, 2007 from $20,592 milion for the comparable 2008 period.
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Net investment incoma increased by 3814 mitlion. Management attributes $742 million of this increase to growth in the average asset
base primarily within mortgage loans on real estate, fixed maturity securities, real estate joint veniures, other limited partnership interests,
and equity securities, driven by continued business growth, particularly growth in the funding agreements and global GIC businesses.
Additionally, management attributes $172 million of this increase in net investment income o an increase in yields, primarily due to higher
returns cn fixed maturity securities, improved securities lending resuits, other limited partnership interests, and equity securities, partially
offset by a decline in yields on real estate and real estate joint ventures and morigage loans.

The increage of $694 million in premiums, fees and other revenuas was largely due to increases in the non-medical health & other
business of $483 million, primarily due to growth in the dentat, disability, AD&D and IC) businesses of $478 million. Partially offsetting these
increases in the non-medical health & other business is a decline in the LTC business of $7 million, which includes a $66 miilion decrease
resulting from a shift to deposit liability-type contracts in the current year. Excluding this shift, LTC premiums would have increased dus to
growth in the business. Group life increased $345 million, which management primarily attributes to a $262 million increase in term life,
primarily due to growth in the business from new sales and an increase in reinsurance assumed, partially offset by the impact of an increase
in experience rated refunds. In addition, corporate-owned life insurance and life insurance sold io postretirement benefit plans increased
by $65 million and $30 million, respectively. The increase in corporate-owned life insurance is largely attributable to fees earned on a large
sale in the current year. These increases in group life's premiums, fees and cther revenues were partially offset by a decrease of $5 mitlion
in the universal life insurance products. Partially offsetting the increase in premiums, fees and other revenues was a decling in retirement &
savings’' premiums, fees and other revenues of $234 million, primarily from declines of $158 millicn and $79 million in structured settlement
and pension closeout premiums, respectively, partially offset by an increase of $3 million across several products. The declines in the
structured settlement and pension closeout businesses are predominantly due to the impact of iower sales in the current year. Premiums,
fees and other revenues from retirement & savings products are significantly influenced by large transactions and, as a result, can fluctuate
from period 10 period.

Expenses

Totai expenses increasad by $1.064 million, or 6%, to $18,338 million for the year ended December 31, 2007 from $18,274 million for
the comparatle 2006 period. .

The increase in expenses was attributable to higher interest credited tc policyholder account balances of $501 million, higher
policyholder benefits and claims of $439 million and an increase in operating expenses of $124 million.

Management attributes the increase of $501 million in interest credited to policyholder account balances to a $352 million increase
solely from growth in the average policyhelder account balances, primarily resulting from growth in global GICs and funding agreements
within the retirement & savings business and a $149 million increase from a rise in average crediting rates, iargely due to the global GIC
program, coupled with a rise in short-term interest rates in the current year.

The increase in policyholder benefits and claims of $438 million included a $16 million decrease related to net investment gains
{losses). Excluding the decrease related to net investment gains {losses). pelicyholder benefits and claims increased by $455 million. Non-
medical health & other's policyholder benefits and claims increased by $385 million. This increase was largely due to a $371 million
increase in the denta!, disability, 1Dl and AD&D businesses, resulting from the aforementioned growth in busingss. This increase was
partially offset by favorable claim experience in the dental business and favorabie merbidity experience in the disability, 1Dl and AD&D
businesses. This increase included charges related to certain refinements of $14 million in the current year in LTD and the impact of a
$22 million disability liability reduction in the prior year, which contributed to the ingraase. An increase in LTC of $14 million is largely
attributable to business growth and an increase in interest credited, partially offset by the aforemantioned $66 million shift to deposit
liability-type contracts and the impact of more favorabile claim experience in the current year. Group life's policyholder benefits and claims
increased by $264 million due mostly to an increase in the term life business of $245 million, which included the impact of less favorable
mortality in the term Iife product, partially ofiset by the net impact of faveorable lighility refinements of $12 million in the current year. An
increase cf $29 miilion in life insurance sotd to postretirement plans and $25 million for other group life products, including corporate-
owned life insurance, also contributed to the increase in policyhelder benefits and ¢laims for group life. The increases in term life and life
insurance sold to pestretiremeant benefit plans are commensurate with the aforementioned premiums increases. These increases were
partially offset by a decline in universal group life products of $36 million, primarily due to favorable claim experience. Retirement & savings'
palicyholder benefits decreased by $194 million, which was largely due 10 decreases in the pension closeout and structured settlement
businesses of $88 million and $97 million, respectively, The decrease in pension closeouts was primarily due to the aforementioned
decrease in premiums and a decrease in interest credited. The decline in structureg settlements was primarily a result of the aforemen-
ticned decline in premiums, partially offset by an increase in interest craedited and less favorable mortality experience in the current year. In
addition, this decrease included the net impact of favorabie liability refinements in the current year, which contributed a decrease of
$20 million, and the net impact of favorable liability refinemants in the pricr year of $57 million, largely related to business associated with
the acquisition of Travelers, principally in the structured settlement, pension clgseout and general acceunt businesses.

Higher other expenses of $124 milion included an increase in non-deferrable volume-related expenses and corporate support
expenses of $108 milion. Non-deferrable volume-related expenses included those expenses associated with direct departmental
spending, information technology, commissions and premium taxes. Corporate support expenses included advertising, corporate over-
head and consulting fees. The increase in other expenses was also attributabte to higher DAC amortization of $68 million, primarily due to a
$61 milion charge as a result of the ongoing impact of DAC and VOBA amortization resulting from the implementation of SOP 05-1 in the
current year. In addition, a charge of $14 million related to the reimbursement of certain dental claims and a $15 million charge retated to
the establishment of a contingent legal liability in the current year contributed to the increase in other expenses. The impact of certain
revisions in both years also centributed to a net increase in other expenses of $2 million. These increases were partially offset by a
$13 million benefit related to a reduction of an allowance for doubtiul accounts in the current year. Additicnally, the prior year included tha
impact of a $22 million charge for non-deferrable LTC commissions expense, a charge of $24 million associated with costs related to the
sale of certain small market recordkeeping businesses and $24 million related to a regulatory settlement, which reduced other expensesin
the current year.
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Yoar ended December 31, 2006 compared with the year ended December 31, 2005 — Institutional

fncome from Continuing Operations

income from centinuing operations decreased $263 million, or 19%, to $1,125 million for the year ended December 31, 2006 from
$1,388 miilion for the comparable 2005 period. The acguisition of Travelers contributed $56 million during the first six months of 2006 to
income from continuing operations, which included a decline of 104 million, net of income tax, of net investment gaing (losses). Excluding
the impact of Travelers, income from continuing operations decreased $319 million, or 23%, from the comparable 2005 period.

Included in this daecrease was a decline of $300 million, net of income tax, in net invastment gains (losses), as well as a decling of
$18 million, net of income tax, rasufting from an increase in policyholdsr benefits and claims related tc net investment gaing (losses).
Excluding the impact of Travelers and the decling in net investment gains (losses), income from continuing operations was flat when
compared to the prior year period.

A decreass In interest margins of $84 million, net of income tax, compared to the prior year period contributed to the decrease in
income from continuing operations. Management attributes this decrease primarily to the group fife and relirement & savings busrnesses of
$60 millicn and $51 million, both net of income tax, respectively. Partially offsetting these decreases was an increase of $27 million, net of
income tax, in the non-madicai health & other business. Interest margin is the difference between interest earned and interest credited to
palicyholder account balances. Interest earned approximates net investment income on investable assets attributed to the segment wiih
minor adjustments related to the consolidation of cartain separate accounts and other minor non-palicyholder slements. Interest credited is
the amount attributed to insurance products, recorded In policyholder benefits and claims, and the amount credited to policyholder
account batances for investment-type products, recordad in interest credited to policyholder account balances. interest crediled on
insurance products reflecis the current pericd impact of the interest rate assumptions established at issuance or acquisition. Interest
credited to policyholder account balances is subject to contractual terms, including some minimum guarantees. This tends to move
gradually over time to reflect market interest rate movements, may reflect actions by management to respond to competitive pressures and
therefore, generally does not introduce volalility in expense.

The year over year varlance in income from continuing operations included charges recordad in other expenses of $17 million, net of
income tax, associated with costs retated to the sals of certain small market recordkeeping businesses, $16 million, net of income tax, dug
to costs associated with a previously announced regulatory seitlement and $15 million, net of income tax, associated with non-deferrable
LTC comrmission expense. Partially offsetting these increases in operating expenses were benefits due to prior year charges of 28 million,
net of income tax, as a result of the impact of Travelers' integration costs and $14 million, net of income tax, related to an adjustment of
DAC for certain LTC products.

Partially offsetting thase decreases in income from continuing operations was an increase in underwriting results of $97 million, net of
income tax, compared to the prior year period. This increase was primarily due to faverable results of $48 million, $38 million and
$11 million, all net of income tax, in the group life, the non-medical health & other busingsses and the retirement & savings businesses,
respectively.

The results in group Ilfe were primarily due {o favorable mortahty results, predominantly in the term fife business, which included a
penefit from reserve refinements in the current year.

Non-medical health & other's favorable underwriting results were primarily due to mprovements in the 1Dl and dental businesses. The IDI
results included certain reserve refinements in the prior year. Partially offsetting these increases was a decrease in the AD&D and disability
businasses. Disability's results includa the benefit of prior and current year reserve refinements.

Retirement & savings’ underwriting results were favorable with mixed underwriting across several producis. Underwriting results are
generally the difference bstween the portion of premium and fes income intended to cover mortality, morbidity, or other insurance costs
less claims incurred, and the change in insurance-relatad liabilities. Underwriting results are significantly influenced by mortality, morbidity,
or other insurance-related experience trends and the reinsurance activity related to certain blocks of business.

The remaining increase in operating expenses more than offset the remaining increase in premiums, fees and other revenues.

Revenues

Total revenues, excluding net investment gains (losses), increased by $1.838 million, or 10%, to $20,582 million for the year ended
December 31, 2006 from $18,754 million for the comparable 2005 period. The acquisition of Travelers contributed $797 million during the
first six rnonths of 2006 to the year over yaar increase. Excluding the impact of the Travelers acquisition, such revenugs increased by
$1,041 million, or 6%, from the comparable 2005 period. This increase was comprised of higher net investment income of 5‘6583 million and
growth in premiums, fees and other revenues of $458 million,

Net investment income increased by $583 million of which management attributes $463 millien to growth in the average asset base
criven by business growth throughout 2005 and 2008, particularly in the GIC and structured settlement businesses and $120 million tc an
increase in yields. The increase in yields was primarily attributable to higher yields on fixed maturity securities, an increase in short-term
rates and higher returns on joint ventures. These increases were partially offset by a decline in securities lending results and commercial
morigage prepayment fees.

The increase of $458 miliion in premiums, fees and other revenues was largely due to increases in the non-medical health & other
business of $408 million, primarily due to growth in the dental, disability and AD&D products of $255 million. in addition, continued growth
in the LTC and DI businesses contributed $117 million and $25 milion, respectively. Group life increased by 3286 million, which
management orimarily attributes to the impact of sales and favorable persistency largely in term life businegs, which includes a significant
increase in premiumns from two large customers. Partially offsetting these increases was a decling in retiremeant & savings' premiums, fees
and other revenues of $246 million, resulting primarity from a decling of $320 miliion in structured settlements, predominantly due to the
impact of lower sales. This decling was partially offset by a $83 miillion increase in MTF premiums, Premiums, fees and other revenues from
retirement & savings products are significantly Infiuenced by large transactions and, as a result, can fluctuate from period to period.

Expenses
Total expenses increased by $1,616 million, or 10%, to $18,274 million for the year ended December 31, 2008 from $18,858 million for
the comparable 2005 period. The acquisition of Travelers contributed $551 million during the first six months of 2006 to the year over year
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increase. Excluding the impact of the Traveiers acquisition, total expenses increased $1,085 million, or 6%, from the comparable 2005
period.

The increase in expenses was aitributable to higher interest credited to policyholder account balances of $621 million, policyholder
benefits and claims of $366 million and operating expenses of $79 million.

Management attributes the increase of $621 million in interest credited to policyholder account balances to $433 million from an
increase in average crediting rates, which was largely due to the impact of higher short-term rates in the current year period and
$188 million solely from growth in the average policyholder account balances, primarily resulting from GICs within the retirernent & savings
business. )

The increases in policyholder benefits and claims of $3668 million included a $27 million increase related to net investment gaing
(losses). Excluding the increase related to net investment gains {losses), policyholder benefits and claims increased by $339 million. Non-
medical health & other's policyholder benefits and claims increased by $306 million, predominantly due to the aforementioned growth in
business, as well as unfavorable morbidity in disability and unfavorable claim experience in AD&D. Partially offsetting these increases was
favorable claim and morbidity experience in IDI, as well as the impact of an establishment of a $25 million liahility for future losses in the
prior year. In addition, favorable claim experience in the current year reduced dental policyholder benefits and claims, Additionally, disability
businass included a $22 million benefit which resulied from reserve refinements in the current year, The year over year variance in disability
also includes the impact of an $18 million loss related to Hurricane Katring in the prior year. Greup life's policyholder benefits and claims
increased by $238 million, largely duse to the aforementioned growth in the business, partially offset by favorable underwriting results,
particularly in the term life business. Term life included a benefit of $16 million due to reserve refinemeants in the current year. Partially
offsetting the increase was a retirement & savings' policyholder benefits and claims decrease of $205 million, predominantly dus to the
aforementionad decreass in revenues, partially offset by higher FAS 60 interest credits recorded in policyholder benefits and claims dus to
growth in structured settlements and MTF,

The increase in other expenses of $78 million was primarily due to an increase in the current year of $60 million in non-deferrable
volume related expenses and cerperate suppon expenses. Non-deferrable volume related expenses include those expenses associated
with information iechnelogy, direct departmental spending and commission expenses. Corporate support expenses include advertising,
corporate overnead and consulling fees. Also contributing to the increase was $26 million associated with costs related to the sale of
certain small market recordkeeping businesses, $23 million of non-deferrable LTC commission expense, $24 miliion related to costs
associated with a previously announced reguiatory settlemnent and $11 million related to stock-based compensation. Partially offsetting
these increases were henefits due to prior year charges of $43 million in Traveters-related integration costs, principally incentive accruals
and $22 million related to an adjustment of DAC for certain LTC products,
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Individual
The following table presents consolidated financial information for the Individual segment for the years indicated:

Years Ended December 31,

2007 2008 2006
{In millionsa}
Revenues
PrEIMIUIMIS . « o v et e e e e e e e $ 4496 4516 & 4,485
Universal life and investment-type product policy fees . . .. .. ... ..o 3,513 3,201 2,476
Net iMVESIMENTINCOME . . . o o vt v e et e e e e s e 7.062 6,812 6,534
ORI TOVERAUBS © « o v o e vt e e e e 599 527 477
Net investment Qains {IG8SES) . . . . . . v v (99 (508) (50)
TOWA! TEVENUBS .« + + o o o v o e e e e e e e 15,561 14,558 13,922
Expenses
Policyholder Denefits and CIAIMS . . . ..o oo 5,721 5408 5,417
Interest credited to policyholder account Dalances . ... . ... oo 2,030 2,035 1,775
Policyholder divIdends . ... .. L e 1,718 1.697 1,670
ONEE BXPBNSES . ¢+« ¢ v b 4,031 3,519 3,264
TOlal @XPENSES - - o o v v vt e 13,500 12,660 12,126
Income from continuing operations before provision for income tax. .. ... ... 2,061 1,898 1,796
Provision for iNCOME 1AX . o -+« v v v it e e e 705 6852 594
Income from continuing Operations . .. ... e 1,356 1,246 1,202
Incorne (ioss) from discontinued operations, net of income tax. . . ... o e 1 18 298
NELINCOIMIE. + + v v v e e e e e e e et $ 1,357 % 1,264 $ 1,498

Year ended December 31, 2007 compared with the year ended December 31, 2006 ~ Individual

income from Continuing Operations

Income from continuing operations increased by $11C million, or 9%, to $1,356 million for the year ended December 31, 2007 from
$1,246 million for the comparable 2006 period. Included in this increase was a decrease in net investment losses of $324 million, net of
income tax. Excluding the impact of net investment gains {losses), income from continuing operations decreased by $214 million from the
comparable 2006 period. .

The decrease in income from continuing cperations for the year was driven by the foilowing items:

» Migher DAC amortization of $204 million, net of income tax, primarily resulting from business growth, lower net investment losses in
the current year and revisions to management's assumptions used to determine estimated gross profits and margins.

o Unfavorabie underwriting results in life products of $134 million, net of income tax. Underwriting results are generally the difference
between the portion of premium and fee income intended to cover mortality, morbidity or other insurance costs less claims incurred
and the change in insurance-related liabilities, Underwriting results are significantly influenced by mortality, morbidity, or other
insurance-related experience trands, as well as the reinsurance activity related 10 certain plocks of business. Consequently, resuits
can fluctuate from period 1o period.

» Higher expenses of $129 million, net of income tax. Hicher general expenses, the impact of revisions to certain liabilities in both
periods, and the write-off of a receivable from one of the Company's joint venture partners contributed tc the increase in other
expenses.

e An increase in the closed biock-related policyholder dividend obiigation of %75 million, net of income tax, which was driven by net
invesiment gains.

 Higher annuity benefits of $24 millicn, net of income tax, primarily dus to higher amortization of deferred costs, partially offsat by lower
costs of guaranteed annuity benefit riders and related hedging.

e An increase in policyno'der dividends of $14 million, net of incoms tax, cue o growth in the businsss.

» Anincrease in interest credited to policyholder account balances of $13 millicn, net of income tax, due primarily to lower amortization
of the excess interest reserves on acquired annuity and universal life blocks of business.

These afcrementioned decreases in income from continuing operations were partially offset by the following items:

« Higher fee income from separate account products of $271 mition, net of income 1ax, primarily related 10 iees being earned on a
higher average account balance resulting from a combination of growth in the business and overall market perfermance.

= Higher net investment income on blocks of business not driven by interest margins of $85 million, net of income tax, due to an
increase in yields and growth in the average asset base.

+ An increase in interest margins of $18 million, net of income tax. Interest margins relate primarily to the general account portion of
invesiment-type products. Management attributed a $1 million decrease to the deferred annuity business offset by a $19 million
increase to other investment-type preducts, both net of income tax. Interest margin is the difference between interest earned and
interest credited to pelicynotder account balances related to the general account on these businesseas. interest earned approximates
net investment income on invested assets attributed to these businesses with net adjustments for other non-pelicyholder elements.
Interest credited approximates the amount recorded in interest credited to policyholder account balances. Interast credited t¢
policynolder account balances is subject to contractual terms, including some minimum guarantees, and may reflect actions by
management to respond to competitive pressures. Interest credited to policyholder account balances tends to move gradually over
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time to reflect market interest rate movements, subject to any minimum guarantees and, therefore, generally does nct introduce
volatility in expense.
The change in effective tax rates between periods accounts for the remainder of the decrease in income from continuing operations.

Revenues

Total revenues, excluding net investment gains (losses), increased by $504 million, or 3%, to $15,660 millign for the year ended
December 31, 2007 from $15,156 million for the comparable 2006 pericd.

Premiums decreased by $20 million due to a decrease in immediate annuity premiums of $27 million, and an $89 million decling in
premiums associated with the Company's clesed block of business, in line with expectations. These decreases were partially offset by
growth In premiums from cther life products of 96 million, primarily driven by increased sales of term life business.

Universal life and investment-type product policy fees combined with other revenues increased by $384 million dug to a combination of
growth in the business and improved overall market performance, as well as revisions 10 management's assumptions used to determine
estimated gress profits and margins. Policy fees from variable life and annuity and investment-type products are typically calculated as a
percentage of the average assets in policyholder accounts. The value of these assets can fluctuate depending on equity perfermance.

Net investment income Increased by £140 million. Net investment income from the general account portion of investment-type preducts
and other businesses increased by $45 milion and $95 million, respectively. Management attributes $5 million of this increase to an
increase in yieids, primarily due 1o higher returns on other limited partnership interests. Additionally, management attributes $135 million to
growth in the average asset base across various investment types.

ExXpenses

Total expenses increased by $840 million, or 7%, to $13,500 million for the year ended December 31, 2007 from $12,860 million for the
comparabie 2006 period.

Policyholder benefits and claims increased by $312 million primarily due to an increase in the closed block-related policyholder dividend
obligation of $115 million which was primarily driven by net investment gains. Unfavorable mortality in the life products, as well as revisions
to policyholder benefits in both periods, contributed $180 million to this increase. Included in this increase was $72 miilion of unfavorable
maortality in the closed block and a prior year net ingrease of $15 million in the excess mortality liability on specific blocks of life insurance
policies. Higher amortization of sales inducements resulting from business growth and revisions to management's agsumptions used to
determine estimated gross profits and margins, partially offset by lowar costs of guarantead annuity benefit riders and related hedging
increased annuity benefits by $37 million. Partially offsetting these increases, policyholder benefits and claims decreased by $20 million
commensurate with the decrease in premiums discussed above.

Interest credited to pelicyholder account balances decreased by $5 million. Interest credited on the general account portion of
Investment-type products and other businesses decreased by $15 million and $10 million, respectively. Of the $15 million decrease cn the
general account portion of investment-type products, management attributed $67 million ta higher crediting rates, more than offset by
$82 million due to lower average policyholder account balances. Partially offsetting these decreases was lower amortization of the excess
interest reserves on acquired annuity and universal life blocks of business of $20 million primarily driven by lower lapses in the current year,

Policynolder dividends increased by $21 million due to growth in ihe business.

Higher other expenses of $512 million include higher DAC amortization of $314 million resulting from business growth, lower net
investment losses and revisions to management's assumptions used to determine estimated gross profits and margins. The remaining
increase in other expensas of $198 million was comprised of $167 million associated with business growth, information technology and
other general expenses, $7 million due te the impact of revisions to certain labilities including pension and postretirament liabilities and
pelicyholder liabilities in the prior year, and $24 million associated with the write-off of a receivable from ong of the Company's joint venture
partners in the current year.

Year ended December 31, 2006 compared with the year ended December 31, 2005 — Individual

income from Continuing Operations

Income from continuing operations increased by $44 million, or 4%, to $1,2486 million for the year ended December 31, 2006 from
$1,202 million for the comparable 2005 period. The acquisition of Travelers contributed $112 million during the first six manths of 20086 to
income from continuing operations, which included $88 million, net of income tax, of net investment losses. Included in the Travelers
rasults was a $21 million increase to the excess mortality liability on speacific blocks of life insurance policies. Exciuding the impact of
Travelers, income from continuing operations decreased by $68 million, or 6%, to $1,134 million for the year ended December 31, 20068
from $1,202 millicn for the comparable 2005 period,

Included in this decrease were net investment losses ot $270 millicn, net of income tax. Excluding the impact of net investment gains
{losses) and the acquisition of Travelers for the first six months of 2008, income from continuing operations increased by $202 millicn from
the comparable 2005 period.

The increase in income from continuing operations for the year was driven by the folfowing items;

* Higher fee income from separate account products of $151 million, net of income tax, primarily related to fees being sarmned on a

higher average account balance resulting from a combination of growth in the business and overall market performance.

+ Lower DAC amortization of $113 milion, net of income tax, resulting from investment losses and revisions to management's

assumptions used to determine estimated gross profits and margins,

* A decrease in the closed block-related policyholder dividend obligation of $68 million, net of income tax.

¢ Favorable underwriting results in life products of $61 million, net of income tax. Underwriting results are generally the difference

between the portion of premium and fee income intended tc cover mortality, morbidity or other insurance costs less claims incurred
and the change in insurance-related liabilities. Underwriting results are significantly influenced by mortality, morbigity, or other
insurance-related experience trends, as well as the reinsurance activity related to certain blocks of business. Conseguently, results
can flugtuate frem period to period.

* Higher net investment incomea on blocks of business that ware not driven by interest margins of $16 million, net of income tax.
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These aferementionad increases in income from continuing operations were partially offset by the following items.

¢ A decline in interest margins of $58 million, net of income tax. Interest margins relate primarily to the general account portion of
investment-type products. Management attributed $40 million of this decrease to the deferrec annuity business and the remaining
$18 million to other investment-type products. Interest margin is the difference between interest earned and interest credited 1o
policyholder account balances related to the general account on these businesses. Interest earned approximates net investment
income on invested assets attributed to these businesses with nat adjustments for other non-policyholder elements. Interest credited
approximates the amount recorded in interest cradited to policyholder account balances. Interest credited o policyholder account
batances is subject to contractual terms, including some minimum guarantees, and may reflect actions by management te respond to
competitive pressures, Interest credited to policyholder account balances tends to move gradually over time to reflect market interest
rale movements, subject to any minimum guarantees, and therefore, generally does not introduce volatility in expense.

« Higher expenses of $52 milion, net of income tax. Higher general spending in the current period was partially offset by higher
corporate incentives in the pricr year.

« Higher annuity benefits of $30 million, net of incore tax, primarily due to higher costs of the guaranteed annuity benefit riders and the
related hedging, and revisions to future policyholder benefits.

» Anincrease in interest credited o policyholder account balances of $26 million, net of income tax, due primarily to lower amortization
of the excess interast reserves on acquired annuity and universal life blocks of business.

s An increase in policyholder dividends of $18 million, net of income tax, dug 10 growth in the business.

The change in effective tax rates between periods accounts for the remainder of the increase in income from continuing aperations.

Revenues

Total revenues, excluding nat investment gains (losses}, increased by $1,184 millicn, or 8%, to $15,156 milion for the year ended
December 31, 2006 from $13,972 million for the comparable 2005 period. The acquisition of Travelers contributed $1,008 million during
the first six months of 2008 1o the period over period increase. Excluding the impact of Travelers, such revenues increased by $175 million,
or 1%, from the comparable 2005 pericd.

Premiums decreased by $38 million due tc & decrease in immediate annuity premiums of $22 million, and a $103 million expected
dacling in premiums associated with the Company’s closed block of business, partially ofiset by growth in premiums from other life
products of $87 million.

Higher universal life and investment-type product pelicy fees combined with other revenues of $267 million resulted from a combination
of growth in the business and improved overall market performance. Policy fees from variable life and annuity and investment-type products
are typically calculated as a percentage of the average assets in policyholder accounts. The value of these assets can fluctuate depending
on equity performancs.

Net investment income decreased by $54 million. Net investment income from the general account portion of investment-typs products
decreased by $56 million which was partially offset by an increase of $2 million in other businesses. Management attributed a decrease of
$146 million partally to lower yields in the current year primarily resulting from lower income from securities lending activities, mortgage and
bond prepayment fee income, partially offset by higher corporate joint vanture income, In addition, management attributed an increase of
$92 million from growth in the average asset base primarily from eguity securities and mortgage loans.

Expenses :

Total expenses increased by $534 million, or 4%, to $12,660 million for the year ended December 31, 2006 from $12,126 million for the
comparable 2005 period. The acquisition of Travelers contributed $706 million during the first six months of 2006 to the period cver period
increase. Included in the Travelers results was a $33 million increase to the excess mortality liability on specific blocks of life insurance
palicies. Excluding the impact of Travelers, total expenses decreased by $172 miltion, or 1%, from the comparable 2005 period.

Policyholder benefits and claims decreased by $156 million primarily due io a reduction in the closed block-related policyholder
dividend obligation of $105 milion driven by higher net investment josses. A reduction of $49 million related to the excess maortality liability
on a specific black of life insurance policies that lapsed or otherwise changed also contributed to the decrease. In additon, policyholder
benefits and claims decreasead by $38 million commensurate with the decreass in premiums discussed above. Unfaverable mortality in the
closad block of $89 million was mare than offsst by favorable mortaiity in the life products of $109 million, contributing $10 million to the
decrease in policyholder benefits and claims. Partially offsetting these decreases in policyholder benefits and claims was an increase in
annuity benefits of $46 million primarily due to higher costs of the guaranteed annuity benefil riders and the related hedging, and revisions
to future policyholder benefits,

Partially offsetting these decreases, interest credited to policyholder account balances increased by $51 million. Lower amortization of
the excess interest reserves on acquired annuity and universal life blocks of business resulting from higher lapses in the prior period, as
well as an update of assumptions in the current period contributed $4C million to the increase. In addition, interest credited on the general
account portion of investmeant-type products increased $16 million, while other businesses decreased by $5 mitlion. Of the $16 million
increase on the general account portion of investment-type products, management atiributed $37 million to higher crediting rates, partially
offset by $21 million due to lower average policyholder account balances.

Partially cffsetting these decreases in total expenses was a $27 mitlion increase in policyholder dividends associated with growth in the
business.

Lower other expenses of $84 miilion include lower DAC amortization of $174 million resulting from changes in investment gains and
Insses of $154 million and $2C miliion retated to management's update of assumptions used to determine estimated gross margins, The
remaining increase in other expenses was $80 milion. The current year included higher general spending of $34 milion primarity due to
information technology and travel expenses while the pricr year had higher corporate incentives of $39 millicn related to the Traveters
integration. In addition, the impact of revisions o certain expenses, premium tax, policynolder liabilities and pension and postretirement
liabilities in both periods was a net increase to expenses of $25 milion in the current pericd.
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Auto & Home
The inllowing table presents consolidated financial information for the Auto & Home segment for the years indicated:

Years Ended Decembar 31,

2007 2008 2005
{tn millions)

Revenues
Premiums . .. . T $2,966 2024 $2,9411
Net iNVeSIMENt INCOMIE. .« . . . . e e e 196 177 181
ONBr TBVEBNUBS . . .« o o e e e e e 45 22 33
Net investment gaing {I0SSES) . . . v i 16 4 (12)

Total rEVENUBS . . v v e e e e e 3223 3,127 3,113
Expenses
Policyholder benefits and claims. . . . ... .. . . L 1,807 1,717 1,994
Policyholder dividends . . . .. . . e 4 5] 3
Other exXPenSES . . . o . e 830 845 828

Total BXPENSES . . . o o e 2,641 2,668 2.825
Income before provision for INGOMEe 18X . . .. . . 582 559 288
Provision for inCome tax . . . . . . 146 143 64
Net INCOME .« o o o o $ 4368 % 416 & 224

Year ended December 31, 2007 compared with tha year eanded December 31, 2006 — Auto & Home

Nel Income

Net income increased by $20 milion, or 5%, to $438 million for the year ended December 31, 2007 from $416 million for the
comparable 2006 period.

The increase in net income was primarily attributable to an increase in premiums of $28 million, net of income tax. The increase in
premiums was principally due to an increzse of $38 million, net of income tax, related to increased sxposures, an increase of $4 miflion, net
of income tax, from various voluntary and involuntary programs and an increase of $4 million, net of income tax, resulting from the change
in eslimate on auto rate refunds due to a regulatory examination. Offsetling these increases was a $14 million, net of income tax, deciease
related to a reduction in average earned premium per policy and an increase in catastrophe reinsurance cosls of $4 million, net of
income fax.

In agdition, net investment income increased by $12 million, net of income tax, due primarily to a realignment of economic capital and
an increase in net investment income from higher vields, somewnhat offset by a lower asset base. Net investment gains (fosses) increased
by $11 million. net of income tax, for the year ended December 31, 2007 as compared to the prior year,

In addition, other revenues increased by $186 millicn, net of income tax, due primarily to slower than anticipated claims payments in
2006 resulting in slower recognition of deferred income in 2008 related to a reinsurance contract as compared to 2007.

Negatively impacting net income were additional policyholder bensfits and claims of $80 million, net of income tax, primarily due to
$39 million, $20 million, and $16 million, all net of income tax, of losses related 0 higher claim frequencies, higher earnad exposures and
nhigher losses due to severity, respectively. In addition, a $13 million increase, net of income tax, in unallocated claims adjusting expenses
and an increase of $12 milion, net of income tax, from a reduction in favorable development of prior year fosses negatively impacted net
income, Ofisetting these increases was a $41 million, net of income tax, decrease in catastrophe losses, which included favorable
development of prior year catastrophe reserves of $10 million, net of incoms tax.

in addition, there was a decrease of $1 million, net of income tax, in policyholder dividends that positively impacted net income.

Also favorably impacting nat income was a reduction of $10 million, net of income tax, in other expenses related to lower information
technology and advertising cosis.

Revenues

Total revenues, exciuding net investment gains (losses), increased by $84 million, or 3%, to $3,207 million for the year ended
December 31, 2007 from $3,123 million for the comparabie 2006 period.

Premiums increased by $42 million due principally 1o a $58 million increase in premiums related to increased exposures, an increase of
$5 million from various voluntary and involuntary programs and an increase in premiums of 35 million, resulting from the change in estimate
on auto rate refunds due to a regulatory examination. Offseiting these increases was a $21 milion decrease related to a reduction in
average earned premium per policy and an increase in catastrophe reinsurance costs of $6 million.

Nat investment income increased by $19 million due to a realignment of economic capital and an increase in net investmant incoms
from higher yields, somewhat offset by a lower asset base.

in addition, cther revenues increased $23 million dus primarily to slower than anticipated claims payments resulting in slower
recognition of deferred income in 2006 related to a reinsurance contract as compared 1o 2007,

Expenses .

Total expenses incraased by $73 million, or 3%, to $2 641 million for the year ended December 31, 2007 from $2,568 million for the
comparable 2006 period.

Policyholder benefits and ¢laims increased by $90 million which was primarily due to an increase of $58 million from higher claim
frequencies, as a result of a return to normal weather patterns in 2007 compared to the mider weather in 2006 across the majority of the
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country, and a $25 million and $30 million increase in losses related to higher severity and higher earned exposures, respectively. In
addition, an increase of $20 million in unallocated loss adjusiment expenses, primarily resulting from an increase in claims-related
information technology costs, and a $19 milion decrease in favorable development Of prior year 10sses, representing $148 million of
favorable development for 2007 as compared to $167 million for the 2006 period, increased policyholder benefits and claims, Offsetting
thase increases in losses was a decrease of $63 mition in catastropne lossas, which includes $15 million of favorable loss development
from prior year catastrophes.

Policyholder dividends decreased by $2 million in 2007 as compared to the prior year.

Other expenses decreased by $15 million primarily related to lower informaticn technology and advertising costs, partially offset by
minor changes in a variety of expense categories.

Undarwriting results, excluding catastrophes, in the Auto & Home segment ware favorable for the year ended December 31, 2007,
although lowear than the comparable period of 2008, as the combined ratic, excluding catastiophes, increased to 86.3% from 82.8% for the
year ended December 31, 2008.

Year ended December 31, 2006 compared with the year ended December 31, 2005 — Auto & Home

Net Income

Net income increased by $192 milion, or 86%, to $416 milion for the year ended December 31, 2006 from $224 miliion for the
comparable 2005 period.

The increase in net income was primarily attributable to a loss in the third quarter of 2005 from Hurricane Katrina of $124 midion, net of
income tax, related 1o losses, loss adjusting expenses and reinstatement and additional reinsurance-related premiums and a loss in the
fourth quarter of 2005 related to losses and expenses from Hurricane Wilma of $32 million, net of income tax. Excluding ihe losses from
Hurricanes Katrina and Wilma, net income increased by $36 million for the year ended December 31, 2006 from the comparable 2005
period.

Favorable development of prior year Yoss reserves contributed $72 millicn, net of income tax, to the increase in net income. In addition,
an improvement in non-catastrophe 10ss experience, primarily due to improved frequencies, contributed $16 million, net of income tax and
a reduction in loss adjustment expensas, primarily dug to improved claims handling practices, contributed $13 million, net of income tax, 10
the increase. The increase in net income was ofiset by higher catastrophe losses in the current year, excluding the impact of Katrina and
Wilma, resulting in a decrease 1o net income of $4¢ million, net of income tax.

Also impacting net income was a decrease in net earned premiums, excluding the impact of Hurricane Katrina, of 319 millicn, net of
income tax, resulting primarily from an increase of $16 million, nat of income tax, in catastrophe reinsurance costs and a reduction of
$4 million, net of income tax, in involuntary assumed business, offset by an increase in premiums of $1 million, net of Incoma tax, primarily
from increased exposures, mostly offset by lower average premium per policy.

In addition, other revenues decreased by 37 million, net of income tax, due to slower than anticipated claims paymenis resulling in
slower recognition of deferred income related to a reinsuranice contract. Net investment income decreased by $3 million, net of income tax,
due to a §12 million decrease in net investment income refated to a realignment of economic capital, partially offset by a $§ million increase
in income as a result of a slightly higher asset base. Net investment gains {losses) increased $10 million, net of mcome tax, for the year
ended December 31, 2006 compared to the comparable 2005 period. Other expenses increased by $11 million, net of income tax,
primarily due to expenditures related to information technology, advertising and compensation costs.

The change in effective tax rates between periods accounted for the remainder of the Increase in net income.

Revenues

Total revenues, excluding net investment gains {losses), decreased by $2 million, or less than 1%, to $3,123 millian for the year ended
December 31, 2006 from 3,125 million for the comparable 2005 period.

Premiums increased by $13 million due principally to the sxistence of a $43 million charge for reinsiatement and add:tional reinsurance
premiums in the third quarter of 2005 related to Hurricane Katrina. Premiums decreased by $30 million year over year aiter giving
consideration to this charge. This decrease resulted from $25 million in additional catastrophe reinsurance costs and a decrease of

%6 million in involuntary assumed businass in 2006, mainly associated with the Massachusetts involuntary market. These changes were
partially offset by an increase in premiums of $35 millicn resulting from increased exposures, cffset by a $34 milion decrease in premiums
from a change in the average eamed premium per policy.

Net investment income dacreased by $4 milion primarily due to an $18 million decrease in nat investment income related 1o a
realignment of economic capital, mostly offset by a $14 million increase in income as a result of & slightiy bugher asset base with shightly
higher yields.

Other revenues decreased by $11 million due io slower than anticipated ciaims payments resulting in a slower recognition of deferred
income related to a reinsurance contract.

Expenses

Total expenses decreasad by $267 million, or 8%, to $2,568 million for the year ended December 31, 2006 from $2,825 million for the
comparable 2005 pericd.

Policyholder benefits and claims decreased by $277 million which was primarily due 10 $186 million in claims and expenses related {0
Hurricanes Katrina and Wilma incurred in 2005, The remainder of the decrease in policyholder benefits and clams for the year ended
Cecember 21, 2006, as compared 1o \ne same pericd in 2005, can be atlributed to $711 million in additional favorable development of
pricr year losses, improvements in claim frequencies of $72 million and a decrease of $20 million in unallocated loss expense due primarily
tc improved claims handling praciices. These decreases in policyholder benefits and claims for the year ended December 31, 20086,
comparad to the same period in 2005, were partially offset by $32 million of additional losses due to severity, $15 million of additional
losses due to exposurs growth and a $75 million increase in caiastrophe losses, excluding Hurricanes Katrina and Wilma.

Other expanses increased by $17 million primarily due to expenditures related to information technology, advertising and compensation
costs.

Underwriting results, excluding catastrophes, in the Auto & Home segment were favorable for the year ended December 31, 2006, as
the combined ratio, excluding catastrophes, decreased to 82.8% from 86.7% for the year ended Decasmber 31, 2005.
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International

The following table presents consolidated financial information for the International segment for the years indicated:

Years Ended December 31,
2007 2008 2005
{In millions)

Revenues
PremilMs © o o o o o e $3,096 $2,722 32,188
Universal life and investment-type product policy fees. . .. ... .. . oo oL 985 804 579
Net investment iNCOME. . . . . . . . 1,248 950 784
ONBI TBVENUBS. . . . o 0 o o e e e 23 28 20
Net investment gains {(0SSe3) . . . . . . . . L 55 13 12
Total revenUBS . . . . . e e e 5417 4,494 3,591
Expenses
Policyholder benefits and claims. . .. . .. 2,458 2,411 2,128
Interest credited to policyholder account balances . . . . . ... . oL 355 283 240
Policynoider dividends . . . . . .. . . 4 (2} 5
Other @XPBMSES © o v v v e e e 1,748 1,528 Qg7r
Total expenses . ... .. e [P 4,565 4,227 3,370
Income from continuing operations biefore provision for incometax . . ... ... ... 862 267 221
Provision for iNCOME tAX . . . o . v o e e 208 8H 35
Income from continuing operalions . . . . . . ... e 644 172 186
Income {loss} from discontinued operations, net ofincometax . ... ... ... ... ... Q) 28 6
NEtINCOME . . o e e $ 635 § 200 § 192

Year ended December 31, 2007 compared with the year ended December 31, 2006 — International

Income from Continuing Operations
Income from continuing operations increased by $472 million, or 274%, to $644 million for the year ended December 31, 2007 from

$172 million for the comparable 2008 period. This increase includes the impact of net investrent gaing of $42 millicn, net of income tax.

Excluding the impact of net investment gains (losses), income from continuing operations increased by $430 milion from the

comparable 2006 period.
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Income from continuing operaticns increased in:

* Argentina by $146 million, net of income tax, primarily due to a net reduction of liabilities by $48 million, net of income tax, resuling
from pension reform. Additionally, $66 million of a valuation allowance related 10 a deferred tax asset established in connection with
such pension reform liabilities was reduced, resulting in & commensurate increase in income from continuing operations. Under the
reform plan, fund administrators are no longer liable for death and disability claims of the plan participants, however administrators
retain the obligation for administering certain existing and future participants’ accounts for which they receive no revenue. Also
contributing is the favorable impact of reductions in claim liabilities resulting from experience reviews in both the current and prior
years, higher premiums primarily due to higher pension contributions attributable to higher participant salaries, higher net investment
income resulting from capital contributions in the prior year, and a smaller increase in market indaxed policyholder fiabilities withaut a
corresponding decrease in net investment income, partially offset by the reduction of cost of insurance fees as a result of the new
pension system reform regulation, an increase in retention incentives related to pension reform, as weil as lower trading portfolio
income, Argentina also benefited, in both the current and prior years, from the utilization of tax loss carryforwards against which
valuation allowances had previously been established, and in the current year from the reduction of valuation allowances due to
expected realizability of deferred tax assets.

* Mexico by $139 million, net of income tax, primarily due to a decrease in certain policyholder liabilities caused by a decrease in the
unrealized investment results on invested assets supporting those liabilities relative to the prior year, the favorable impact of
experience refunds during the first quarter of 2007 in its institutional business, a reduction in claim liabilities resulting from experience
reviews, the adverse impact in the prior year of an adjustment for experience refunds in ils institutional business, a year over year
decrease in DAC amortization as a result of management's update of assumptions used to determine estimated gross profits in both
the current and prior yaars, a decrease in liabilities based on a review of outstanding remittances, as well as growth in its institutional
and universal life businesses. These increases were offset by lower fees resulting from management’s update of assumptions used to
determine estimated gross profits, the favorable impact in the prior year associated with & large group policy that was not renewed by
the policyholder, a decrease in varicus one-timeg revenue items, lowsr investment yields, the favorable impact in the prior year of
liabilities related to employment matters that were reduced, and the benefit in the prior year from the elimination of liabilities for
panding claims that were determined to be invalid following a review.

» Taiwan by $51 million, net of income tax, primarily dug 10 an increase in DAC amortization in the prior year dug o a loss recognition
adjustment and prior year restructuring costs of $11 milion associated with the termination of the agency distribution ¢hannal,
partially offset by the favorable impact of ligbility refinements in the prior year and higher policyholder liabilities related to loss
recogniticn in the prior year.
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e Brazil by $37 milion, net of income tax, due to the unfavorable impact of increases in policyholder liabilities due to higher than
expected mortality on specific blocks of business in the prior year, an increase in litigation liabilities in the prior year and the
unfavorable impact of the raversal of a tax credit in the prior year, as well as growth of the in-force business.

+ freland by $19 million, net of income tax, primarily dug to the utilization of net operating 10ss&s for which a valuation allowance had
been previously establisned as well as higher investment income rasulting from higher invested assets from a capital contribution,
partially offset by higher start-up expenses and currency transaction losses.

« Japan by $22 millien, net of income tax, due to improved hedge results and business growtn, partially offset by the impact of foreign
currency transaction losses.

* Hong Kong by $& million, net of income tax, due to the acquisition of the remaining 50% interest in MetLife Fubon and the resulting
consolidation of the operation, as well as business growih.

« Chile by $8 million, net of income tax, primarily due to continued growth of the in-force business, higher jeint venture income and
nigher returns on inflation indexad securities, partially offset by higher compensation, infrastructure and markating expenses.

¢ The United Kingdom by $3 million, net of income tax, due 1o a reduction of claim liabilities resulting from an experience raview, offsat
by an unearned premium calculation refinement.

» Australia by $1 million, net of income tax, due to changes in foreign Currency exchange rates offset by higher claims and business
growth.

Partially offsetting these increases, income from continuing operations decreased in:

s The home office by $9 million, net of income tax, due to higher economic capital charges and investment expenses of $16 million, net
of income tax, a $3 million increase in contingent tax expenses in the current year, as well as higher spending on growth and
initiatives, partially offset by the elimination of certain intercocmpany expenses previously charged to the International segment and a
tax benefit associated with a prior year income tax expense of $7 million related to a revision of an estimate.

e India by $3 million, net of income tax, primarily due to headcount increases and growth initiatives, as well as the impact of valuation
allowances established against l0sses in both years.

« South Korea by $4 miliion, net of income tax, due to a favorable impact In the prior year of $38 million, net of income tax, in DAC
amortization associated with the implementation of a more refined reserve valuation system, as well as additional expenses in the
current year asscciated with growth and infrastructure initatives, partially offset by continued growth in its variable universal life
business, lower DAG amortization in the variable universal lif2 business due to favorable market performancs and a lower increase in
claim liabilities.

The remaindar of the change in income from continuing operations can be attributed to contributions from the other countries.

Revenues
Total revenues, excluding nat investment gains (losses), increased by $858 million, or 19%, to $5,362 million for the year ended
December 31, 2007 from $4,604 million for the comparable 2008 period.

Premiums, fees and other revenues increassd by $560 million, or 16%, ta $4,114 million for the year ended December 31, 2007 from

$3,554 million for the comparable 2006 pericd.

Premiums, fees and other revenues increased in:

+ Mexico by $133 million primarily due to higher fees and growth in its institutional and universal life businesses, a decrsase of
$13 million in experience refunds during the first quarter of 2007 on Mexico's institutional business, as well as the adverse impact in
the pricr year of an adjustment for experience rafunds on Mexico's institutional business, These increases were offset by lower fees
resulting from management's update of assumptions used to determine estimated gross profits, and varicus one-time revenue items
for which the prior year benefited by $18 million and the current year bensfited by $4 million.

¢ Hong Kong by $88 million due te the acquisition of the remaining 50% interest in MetLife Fubon and the resulting consolidation of the
aperation, as well as business growth.

» Chile by $94 million primarily dug to higher annuity sales resufting from a higher interest rate environment, improved competitive
conditions and an expected rate increase in 2008, higher institutional premiums from its traditional and bank distribution channels, as
well as the decrease in the prior year resulting from management's decision not to match aggressive pricing in the marketplace.

» South Korea by $30 million prirarily due to higher fees from growth in its guaranteed annuity business and variable universal life
business.

e Brazil by $35 million primarily due to changes in foreign currency exchange rates and business growih,

« The Company’s Japan operation by $31 miilion due to an increase in reinsurance assumed.

o Australia by $26 million as a result of growth in the institutional and reinsurance in-force business, an increasg in retention leveis and
changes in the foreign currency exchange rates.

e Argentina by $21 million primarily due to an increase in premiums and fees from higher pension contributions resulting from higher
participant salaries and a higher salary threshold subject to fees and growth in bancassurance, partially offset by the reduction of cost
of insurance fees as a result of the new pension system reform regulation,

e Taiwan and India by $21 milion and $11 million, respectively, primarily due to business growth,

Partially cffsetting these increases, premiums, fees and other revenues decreased in:

« The United Kingdom by $3 million due to an unearned premium calculation refinement partially offset by changes in foreign currency
rates.

The remainder of the change in premiums, fees and other revenues can be attributed to contributions from the cther countries,

Net investment income increased by $298 million, or 31%, to $1,248 million for the yaar ended December 31, 2007 from $950 million

for the comparable 2006 period.

Net investment income increased in:

e Chile by $148 million due to the impact of higher inflation rates on indexed securities, the valuations and returns of which are linked to
inflaticn rates, higher joint venture income, as well as an increase in invested assets.

e Mexico by $46 milion due to an increase in invested assets, partially offset by a decrease in yields, exclusive of inflation.
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e Hong Kong by $43 milion primarily due to the acquisition of the remaining 50% interest in Metlife Fubon and the resulting
consolidation of the cperation.

+ Japan by $19 million due to an increase oi $52 million from hadging activities associated with Japan's guaranteed annuity, offset by a
decrease of $33 million, net of income tax, in the Company's investment in Japan primarily due tc an increase in the costs of
guarantead annuity benefits and the impact of foreign currency transaction losses, partially offset by business growth.

» South Korea and Taiwan by 324 million and $6 million, respectively, primarily due tc increases in investad assets.

» Brazil by $14 million primarily due 10 increases in invested asseis as well as changes in foreign currency exchange rates.

» Australia by $12 million due to changes in foreign currency exchange rates, higher yields and increases in invested assets.

* Ireland by $9 million due to an increase in invested assets resulting from capital contributions.

* India by $4 million due to an increase in invested assets, as well as higher yields.

Partially offsetiing these increases in net invesiment income was & decrease in:

+ The home office of $25 million primarily due to an increase in the amount charged for economic capital and investment management
expenses.

 Argentina oy 7 millicn primarily due 1o unfavorable rasults in the trading porticlio, partially offset by higher invested assets resuiting
from capital contributions in the prior year. Additionally, net investment income in the prior year did not decrease correspondingly with
the decrease in policyhalder benefits and claims discussad below becausa the prior year did not include intergst- and inflation-
indexed assels to suppert such liabilities.

The remainder ¢f the change in net investment income can be attributed to contributions from the other countries.

Changes in foreign currency exchange rates accounted for a $106 million increase in total revenues, excluding net investment gains

(losses).

Fxpenses
Total expenses increased by $338 million, or §%, to $4,565 million for the year ended December 31, 2007 from $4,227 million tor the

comparable 2006 penod.

Policyholder benefits and claims, policyholder dividends and interast credited to policyholder account balances increased hy

$11¢ million, or 4%, to $2.837 million for the year ended December 31, 2007 from $2,698 million for the comparable 2006 pericd. -

Policyhalder benafits and claims, policyholder dividends and interest crediied to policyholder account balances increased in:

= Chile by $221 million primarily due to an increase in inflation indexed policyholder liabilities as well as growth in its annuity and
institutional businesses.

e Hong Kong by $118 million due to the acquisition of the remaining 50% interest in MetLife Fubon and the resulting consolidation of
the operation.

« Taiwan by $65 million primarily due 10 a decrease of $14 milion in the prior year from liability refinements associated with the
conversion 1o & new valuation system, as we!l as higher policyholder liabilities related to loss recognition in the fourth quarter of 2006
and growth in the business.

« South Korea by $27 million primarily due to businass growih as well as changes in foreign currency exchange raies, partially otfset by
a lower increase in claims liabilities resutiing from a change in the reinsurance allowance in the prior year.

» Australia by $23 million due to higher claims, an increase in retention levels, business growth and changes in foreign currency
exchange rates.

* India by $4 milion due to higher claims and business growth, partially offset by management's update of assumptions used to
determine estimated gross profits.

Partially offsetting these increases in policyholdsr benefits and claims, policyholder dividends and interest credited to policyhelder

account balances were decreases in:

» Argentina by $250 millior primarily due to the elimination of liabilities for claims and premium deficiencies of $208 million rasultiing
from pension reform. Under the reform plan, which is effective January 1, 2008, fund administrators are no longer liable for new death
and disability claims of the plan participants. Alsc contributing is a decrease in interest- and market-indexed policyholder liabilities
and the favorable impact of reguctions in claim liabilities resulting from exparience reviews in both the current and prior years.

e Mexico by $63 million, primarily due to a decrease in certain policyholder liabilities of 3117 million caused by a decrease in the
unrealized investment results on the invested assets supporting those liabilities relative to the prior year and a reduction in claim
liabilities resulting from experience reviews, offset by an increase of $10 milion due to a decrease in the prior year of policyholder
benefits associated with a large group policy that was not renewed by the policyholder, an increase of 6 milion due to a benefit in
the prior year from the elimination of liabilities for pending claims that were determined o be invalid following a review, as well as
business growih.

¢ Brazil of $13 million primarily due to the impact in the prior year of incrgases in policyholder liabilities from higher than expected
mortality on specific blocks of business, partially offset by changes in foreign currency exchange rates.

+ The United Kingdom by $8 million, due to & reduction of claim liabilities based on a review of experience.

Decreases in athar countries accounted for the remainder of the change.

Other expenses increased by 5212 million, or 14%, to $1,748 million for the year ended December 31, 2007 from $1,529 million for the

comparable 2006 period.
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Other expenses increased in:

« Argentina by $153 million, primarily due to a liability of $128 million for servicing obhgations that was established as a result of
pension reform. Under the reform plan, which is effective January 1, 2008. the Company retains the obligation for administering
certain existing and future participants' accounts for which they receive no revenue. Also contributing is an increase in commissions
on bancassurance busingss, an increase in retention incentives relatad to pension reform, the impact of management’s update of
DAC assumptions as a result of pension reform and growth, partially offset by a iower increase in liabilities due to inflation and
exchange rate indexing.

« South Korea by $92 million, primarily due to the favorable impact in the prior year of $60 million in DAC amortization associated with
the implementation of a more rafined reserve valuation system and additional expenses in the current year associated with growth
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and infrastructure initiatives, as well as business growth and higher bank insurance fees, partially ofiset by a decrease in DAC
amortization related to market performance.

» Mexico by $27 million primarity due to higher expenses related to business growth and the favorable impact in the prior year of
fiabilities related to employment matiers that were reduced, offset by a decrease in DAC amortization resulting from managemeant’s
update of assumptions used to determine estimated gross profits in both the current and prior years, and a decrease in liabilities
based on a review of outstanding remittances.

* India by $14 million primarily due to headcount increases and growth initiatives, paially offset by the impact of management's update
of assumptions used to determine estimated gross profits,

 Australia by $12 million primarily due to business growth and changes in foreign currency exchange rates.

s Chils by $12 million primarily dug to higher compensation costs, higher spending on infrastructure and marketing programs and
growth, partially offset by a decrease in DAC amortization related to inflation indexing.

+ Hong Kong by $11 million due 1o the acquisition of the remaining 50% interest in MetLife Fuben and the resulting consolidation of the
operation.

o Ireland by $10 million due to additional start-up costs, as well as $5 million of foreign currency transaction losses.

s Brazil by $9 million primarily due to changes in foreign currency exchange rates, partially offset by an increase in litigation liabilifies in
the prior year,

« The United Kingdorm by $2 milion due to changes in foreign currency rates and higher spending on business initiatives, partially offset
by lower DAC amortization resulting from calculation refinements.

Partially offsetting these increases in other expanses were decreases in:

s Tawan by $118 million primarily due to a one-time increase in DAC amortization in the prior year of $77 million due to a loss
recognition adjustment resulting from low interest rales relative to product guarantees coupled with high persistency rates on certain
blocks of business, an increase in DAC amortization in the prior year associated with the implementation of a new valuation system,
expenses of $17 million in the prior year related the termination of the agency distribution channel and expense reductions
recognized in the current year due to elimination of the agency distribution channel.

« The home office of 4 million primarily due to the elimination of certain intercompany expenses previously charged 1o the International
Segment, offset by higher spancing on growth and infrastructure initiatives,

Decreases in other countries accounted for the remainder of the change.

Changes in foreign currency exchange rates accounted for a $105 million increase in total expenses,

Year ended December 31, 2006 compared with the year ended December 31, 2005 — Internaticnal

Income from Continuing Operations

Income from continuing operations decreased by $14 milion, or 8%, to $172 millicn for the year ended December 31, 20086 from
$186 million for the comparable 2005 period. The acquisition of Travelers contributed $20 million during the first six months of 2006 to
income from continuing operations, which includes $3 miflion, net of income tax, of net investment gains. Included in the Travelers results is
an increase to policyholder benefits and claims of $10 milion, net of income tax, resulting from the increass in policyholder liabilities due to
higher than expacted mortality in Brazil on specific blocks of business written in the Travelers entity since the acquisition, and consistent
with the increasa in the existing MetLife entity as described more fully below, Excluding the impact of Travelers, income from continuing
cperations decreased by $34 million, or 18%, from the comparable 2005 pefiod. This decrease includes the impact of net investment gains

{losses) of ($17) million, net of income tax. Excluding the impact of Travelers and of net investment gains (losses), income from continuing

operations decreased by $17 miltion from the comparable 2005 period.

Income from continuing operations decreased in: C

« Taiwan by $59 million, nat of income tax, dug to a loss recognition adjustment {in the form of accelerated DAC amortization) of
$50 million, net of income tax, and resiyucturing costs of $11 million, net of income tax, partially offset by reserve refinements of
$3 million, net of income tax, associated with the conversion to a new valuation system.

s Canada by $18 million, net of incomea tax, primarily due to the realignment of economic capital in the prior year.

Mexico by $12 milion, nat of income tax, due to an increase in amertization of DAG resulting from management’s update of
assumptions used to determine estimated gross margins in both years, higher operating expenses from the pension business, the
net impact of an adjustment tc the liability for experience rafunds on a block of business. a decreasg in varicus ons-time other
revenus items for which the prior vear benefited by $13 million, nat of income tax, and the current year benefited by $11 million, net of
income tax, as well as an increase of $27 million in tax due to tax benefits realized in the prior year from the American Jobs Creation
Act of 2004 [*AJCA"). These were partially offset by a decrease in certain policyholder liabilities caused by a decrease in unrealized
investment gains on invested asseis supporting those liabilities relative to the prior year, a decreass in policyholder benefits
assoclated with a large group policy that was not renewed by the policyholder, a benefit in the current year from the efimination of
liabilities for pending claims that were determined to be invalid foliowing a review, the unfavorable impact in the prior year of
contingent liabilities that were established related to potential employment matters in that year and which were elminated in the
current year as well as overall business growth.

* Brazil by $7 million, nat of income tax, primarily due to a $10 million, net of income tax, increase in policyholder benefits and claims
related to an increase in future policyholder benefit liabilities on specific blocks of business. This increase is due to significanily higher
than expected mortality experience, of which a total of $20 million, net of income tax, of additional liabilities were recorded,
$10 million, net of income tax, of which was associated with tha acquired Travelers' business, and of which $10 million, net of incoma
tax, was related to the existing MetLife entities. Brazil's income from continuing operations was also impacted by an increase in
litigation liabilities, as well as adverse claim experience in the current year.

e The Company's investment in Japan by $4 milion, net of income tax, due to variability in the hedging program.

* The nome office by $49 million primarily due to recorded higher infrastructure expenditures in support of segment growth of
$3G million, net of income tax, as well as a $23 million, net of income tax, contingent tax liability. This was offset by an increase in
income from continuing operations of $13 million, net of income tax, due to a reduction in the amount charged for aconomic capital.
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* The Company's operation in Ireland reduced operating income by $34 million, net of income tax, due 1o start-up expenses in the
current year. A valuation allowance was established against the deferred income tax benefit resulting from the Ireland losses,

Partially offsetting these decreases in income from continuing operations were increases in.

* South Korea by $79 million, net of income tax, primarily due to continued growth of the in-force business, a one-time tenefit of
$38 million, net of income tax, associated with the implementation of a more refined reserve valuation system, as well as a benefit of
$13 million from the impact of forgign currency exchange rates.

e Argentina by $61 million, net of income tax, due to higher net investment income resulting frem capital contributions since the
completion of the Travelsrs acquisition, the release of liabilities for pending claims that were determined to be invalid fcllowing a
review, the favorable impact of foreign currency exchange rates and inflation rates on certain contingent liabilities, the utilization of
%4 million of net operating losses for which a valuation allowance had besn previously established, a $12 million increase in the prior
year period of a deferred income tax valuation allowance established against tax benefits in that year, as well as business growth.

« Aystralia by $22 million, net of income tax, primarily due to reserve strengthening on a block of business in the prior year, as well as
business growth,

« Chile by $5 million, net of income tax, primarily due to growth in the institutional business of $2 million, as well as the favorable impact
of foreign currency exchange rates of $2 million.

* The United Kingdom by $& millien, net of income tax, primarily due to growth of the in-force business.

The remainder of the decrease in income from continuing operations ¢an be attributed to other countries. Changes in foreign currency

exchange rates accounted for 32 million of the increase in income from continuing operations.

Revenues

Total revenues, excluding net investment gains (losses), increased by $825 million, or 26%, to $4,504 million for the year ended
Dacember 31, 2006 from $3,579 million for the comparable 2005 pariod. The acquisition of Travelers contributed $366 million during the
first six months of 2006 to the period over period increase. Excluding the impact of Travelers, such revenues incraased by $559 million, or
18%, over the comparable 2005 period.

Pramiums, fees and other revenues increased by $469 million, or 17%, to $3,254 million for the year ended December 31, 2006 from

$2,785 million for the comparable 2005 period.

Premiums, fees and other revenues increased in:

o Mexico by $159 milion, primarity due to higher fees and growth in its universal lite and institutional businsss, partially oftset by an
adjustmant for expsrience refunds on a block of business and various one-time othar revenue items for which the prior year benefited
by $19 million and the current year benefited by $16 million.

* South Korea by $156 million primarily due to business growth driven by strong sales of its variable universal life product, as well as the
favorable impact of foreign currency exchange rates of $56 million.

» Brazit by $49 million due to business growth and higher bancassurance business, as well as an increase in amounts retained under
reinsurance arrangements.

« Chile by $22 million primarily due to the favorable impact of foreign currency exchange rates of $14 million, as well as an increase in
institutional premiums through its bank distribution channel, partially offset by lower annuity sales due in part from management's
decision not to match aggressive pricing in the markstplace.

¢ The United Kingdom, Argentina, Australia, and Taiwan by $21 million, $16 millicn, $15 mitlion, and $12 million respectively, primarily
due to business growth.

Increases in other countries accounted for the remainder of the change.

Net investment income increased by $80 million, ar 11%, to $884 million for the year ended December 31, 2006 from $794 million for

the comparable 2005 period.

Net investment income increased in:

¢ Argentina by $41 million primarily dug to higher invested assets resulting from capital contributions since the completion of the
Travelers acquisition.

» Mexico by $28 million primarily due to higher infiation rates and increases in invested assets, partially offset by lower average
investment yields.

» South Korea, Brazil and Taiwan by $25 million, $14 million and $5 million, respectively, primarily due to increases in invested assets,
as well as the favorable impact of foreign currancy exchange rates of $10 million,

* Home office by $17 million primarily due to a reduction in the amount charged for sconomic capital from the prior vear.

Partialty offsetiing thase increases in net investment income were decreases in:

e Chile by $8 million primarily due to a reduction in the inflation rate, partially offset by the favorabls impact of foreign currency
exchange rates of §8 million and increases in invested assets. The invested asset valuations and returns on these invested assets are
linked to inflation rates in most of the Latin American countries in which the Company does business.

s Canada by $33 million due to the realignment of ecenomic capital.

Increases in other countries accounted for the remainder of the change.

Changes in foreign currency exchange rates had a favorable impact of $105 milion on total revenues, excluding net investment gains

(tosses).

Expenses

Total expenses increased by $857 million, or 25%, ta $4,227 million for the year ended December 31, 2006 from $3,370 millien for the
comparable 2005 period. The acquisition of Travelers contributed $346 million during the first six months of 2006 to the year over year
increase. Excluding the impact of Travelers, total expenses increased by $511 milon, cr 15%, over the comparablg 2005 period.

Palicyholder bensfits and claims, policyholder dividends and interest credited tc policyholder account batances increased by
$187 million, or 8%, to $2,560 million for the year ended December 31, 20086 from $2,373 million for the comparabie 2005 period,

Policyholder benefits and claims, policyholder dividends and interest credited to policyholder account balances increased in:

e Mexico by $113 million primarity due to an increase in other policyhotder benefits and claims of $108 million and in interest credited to

policyholder account balances of £39 million commensurate with the growth in revenue discussad above. These increases in Mexico
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were partially offsel by a decrease in certain policyholder liabilities of $18 millicn caused by a decrease in the unrealized investment
gains on the invested assets supporting those liabilities, a $10 million benefit from a decrease in policyholder benefits associated with
a large group policy that was not renewad by the policyholder, and a $6 milion benefit in the currant year from the elimination of
liabilities for pending claims that were determined to be invalid foliowing a review.

o Brazil by $49 million primarily due 1o an increase in policyholder liabilities on these specific blocks of business as discussed above, an
increase in amounts retained under reinsurance arrangements, as well as adverse claim experience in other lines of business.

« South Korea by $44 milion commensuraie with the business growth discussed above, as well as the impact of foreign currency
gxchange rates of $33 million.

Partially offsetling these increases, policyholder benefits and claims, policyholder dividends, and interest credited to policyhoider

account balances decreased in:

+ Australia by $22 million due 10 reserve strengthening in the prior year on a dlock of reinsurance business.

+ Chile by $7 million primarily due to a decrease in annuity liabilities related to the decrease in the inflation index and the decrease in
annuity premiums discussed above, partially offset by growth in the institutional business, as well as the Impact of foreign currency
exchange rates of $17 million,

» Taiwan by $2 million primarily due to a decrease of $14 million from reserve refinements associated with the implementation of a new
valuation system, partially offset by an increase of $12 milion primarily due to business growth,

+ Argentina by $2 million primarily due to the elimination of liabilities for pending claims that were determined to be invalid following a
review, partially ofiset by business growth, Increases in other countries accounted for the remainder of the change. ‘

Other expenses increased by $324 million, or 32%, to $1,321 million for the year ended December 31, 2008 frorn $997 million for the

comparable 2005 period.

Other expenses increased in:

e Taiwan by $110 milion primarily due to a one-time increase in DAG amortization of $77 million due to a loss recognition adjustment
resulting from low interest rates relative to product guarantees coupled with high persistency rates on ceriain biccks of business, an
increase of $17 million related to the termination of the agency distribution channel in Taiwan, an increase of $8 million from
refinements associated with the implementation of a new valuation system, as well as business growth.

» Mexico by $49 million primarily due to an increase in commissions commensurate with the revenue growth discussed above, higher
DAC amortization resulting from management's update of assumptions used to determine estimated gross profits in both the current
and prior years, higher expenses related to growth initiatives, and additional expenses associated with the Mexican pension
business, partially oifset by the favorable impact of contingant liabilities that were establishec in the prior year related to potential
employment matters and which were eliminated in the current year.

» South Korea by $25 million, primarily due to an increase in DAC amortization and general expenses, which were both due to the
growth in business, the impact in the prior year of an accrual for an early retirement program and the impact of foreign currency
exchange rates of $16 million. These were partially offset by a decrease of $60 milion in DAC amoriizaiion associated with the
implementation of a more refined reserve valuation system.

« Brazil by $25 million primarily due to the growth in husiness discussed above, as welk s an increase in litigation liabilities.

» Chile by $13 million due to increased commissions and other expenses associated with its institutional business, as well as the
impact of foreign currency exchange rates of $4 million.

« The United Kingdom and Australia by $15 milion and $3 million, respectively, primarily due to business growth.

» Home office by $57 million primarily due to an increase in expenditures for information technology projects, growth initiative projects
and integraticn costs, as well as an increase in compensation resuting from an increase in headcount from the comparable 2005
period.

e lreland by $34 millon primarity related to ihe start-up of the Company’s operation in Ireland.

Offsetting these increases, other expenses decreased in:

» Argentina by $9 million primarily due to the favorable impact of foreign currency gxchange rates and inflation rates cn certain
contingent liabilities.

Increases in other countries accounted for the remainder of the change.

Changes in foreign currency exchange rates accounted for $90 million of the increase in total expenses.
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Reinsurance
The following table presents consolidated financial information for the Reinsurance segment for the years indicated:

Years Ended December 31,

2007 2006 2005
{In millions)

Revenues
PIOMIUITIS o o o o o o e e e $4,610 $4,348 $3.869
MNet investment iNCOME. . . . . .. .. e e 871 732 606
OWNBI FEVENUES. .« - o o e e e 77 66 58
Net investment gains (I0SSES) . . . . - (7T 7 22

Total reVaNUBS . . o o e 5,681 5,153 4,655
Expenses
Policynolder benefits and claims. . . .. ... . 3,889 3,480 3,206
Imterest credited tc poficyholder accountbalances . . . ... ... L 262 254 220
OIhar BXPENSES . . . e 1,226 1,227 891

Total BXPENSES v e 5,477 4,971 4,417
Income bafore provision forincometax . .. ... .. L 204 182 138
Provigion for inCOME tax . . . . . . . e 71 64 46
NELINGOMIE . . . o o $ 133 § 118§ 92

Year ended December 31, 2007 compared with the year ended December 31, 2006 — Reinsurance

Net Income

Net income increased by $15 million, or 13%, to $133 million for the twelve months ended December 31, 2007 from $118 million for the
comparable 2006 period.

The increase in net Income was atributable to a 13% increase in premiums while policyholder benefits and claims increased by 14%, a
18% increase in net investment income while interest credited to policyholder account balances increased by 3%, and a 17% increase in
other revenues. The increase in premiums, net of the increase in policyholder benefits and ctaims, added $41 million to net income, net of
income tax, which was primarily due to additional business in-force from facultative and automatic treaties and renewal premiums on
existing blocks of business in the U.S. and international operations. Policyholder benefits and claims as a percentage of premiums were
81% and are comparable 10 the prior year. The increase in net investment income, net of interest credited to policyholder account
balances, added $85 million to net income and was due primarily to growth in the invested asset base. The increases in invested assels
and net investment income, net of interest credited to policyholder account balances were substantially derived from the issuance of
notes, which also increased interest expense within other expenses as dascribed below. Additionally, pasitive operating cash flows and
additional policyhoider account balances contributed to the growth in the invested asset base. The increase in other revenues added
37 million to net income, net of income tax, and was primarily related to an increase in investment product fees on asset-intensive business
and financial reinsurance fees durng 2007.

A decrease in other expenses added $1 million to net incoms, net of income tax. The decrease in other expenses was primarily related
to a reduction of expenses asscciated with DAG, including reinsurance allowances paid, offset by an increase in interest, expense
compensation and overhead-related expenses associated with RGA's international expansion, and minority interest expense, The increase
in interest expense is associated with the issuance of $850 million 30-year notes in June 2006 by a subsidiary of RGA 10 provide long-term
collateral for Regulation XXX statutory reserves, RGA's issuance of 8300 million senior notes in March 2007, and FIN 48 interest expense.

These increases in net income were partially offset by a $120 million increase in net investment losses, net of income tax. The increase
in net investment losses was primarily due to a decrease in the fair vaiue of embedded derivatives associated with the reinsurance of
annuity products on a funds withheld basis.

Additionally, a component of the increase in net income was a $4 million increase associated with foreign currency exchange rate
movements.,

Revenues

Total revenues, excluding net investment gains (losses), increased by $712 million, or 14%, to $5,858 million for the twelve months
ended December 31, 2007 from $5,148 million for the comparable 2006 pericd.

The increase in revenues was primarily associated with growth in premiums of $562 million from new facullative and automatic treaties
and renewal premiums on existing blocks of business in all RGA operating segmenis, including the U.S., which contributed $221 million;
Asia Pacific, which contributed $192 million: Eurgpe and South Africa, which contributed $31 million; and Canada, which contributed
$58 million. Premium levels are significantly influenced by large transactions and reporting practices of ceding companies and, as a result,
can fluctuate from period to pericd.

Net investment income increased by $139 million primarily due to growth in the invested asset base from net proceeds from the
aforementicned notes offerings by RGA and its subsidiary, positive cash flews from operations, additional deposits associated with the
coinsurance of annuity products, and a realignmeni of economic capital. The investment yield also increased slightly over the comparable
DrGT year. :

Other revenues increased by $11 million primarily dus to an increase in surrender charges on asset-intensive business reinsured and an
increase in fees associated with financial reinsurance.
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Additionally, a component of the increase in total revenues, excluding net investment gains {losses), was a 5128 million increase
associated with fareign currency exchange rate movements.

Expenses

Total expenses increased by $506 million, or 10%, to $5,477 million for the twelve months ended December 31, 2007 from
$4,871 million for the comparable 2008 pericd.

This increase in tolal expenses was primarily attributable to an increase of $498 millicn in policyholder benefits and ¢claims, primarily
associated with a growth in insurance in-force of $179 billion, and an increase of $8 million in interest credited to policyholder account
balances. This increase in iniarest credited to policyholder account balances was more than offset by an increase in net investment
income. In addition to the in-force growth, favorabla mortality in the prior year in the international operations added to the increase in
policyholder benefits and claims.

Other expenses decreased by $1 millicn due to a $79 milion decrease in expenses associated with DAC, ncluding reinsurance
allowances paid, offset by a $41 million increase in interest expense associated with the aforementioned notas offerings by RGA and its
subsidiary and the application of FIN 48, and an $7 million increase in minority interest expense. Included in the $79 million decrease in
expanses associated with DAC was & $113 million reduction of DAC amortization due to the change in the value of embedded derivatives
assaociated with modified coinsurance arrangaments as a result of the impact of widening credit spreads in the U.S. dabit markets. An
offsetting increase of $30 million was primarily due to compensation and overhead-related expenses asscciated with RGA’s international
expansion and genaral growth in operations, including equity compensation expense.

Acditionally, a component of the increase in total expenses, was a $121 milfion increase associated with foreign currency exchange
rate movemenis.

Year ended Dacember 31, 2006 compared with the year ended December 31, 2005 — Reinsurance

Net Income

Net income increased by $26 milion, or 28%, to- $118 mition for the year ended December 31, 2006 from $52 million for the
comparable 2005 period.

The increase in net income was attributable 10 a 12% increase in premiums while pelicyholder benefits and claims increased by 9%, a
21% increasa in net investment income while interest credited to policyholder account balances increased by 15%, and a 14% increase in
other revenues. The increase in premiums, net of the increase in policyholder benelits and claims, added $127 million to net income which
was primarily due o added buginess in-force from facuitative and automatic treaties and renewal premiums cn existing blocks of business
inthe U.S. and international operations. The increase in policyholder benefits and claims was partially offset by unfavorable mortality and an
increase in the liabilities associated with RGA's Argentine pension business, both in the prior-year peried. The increase n net investment
income and interest credited to palicyholder account balances added $60 million to net income and was due to growth in the invested
asset base. The increase in invested assets, and nat investment income, substantially derived from tha issuance of notes and a collateral
financing facility, which increased interest expenss within other expenses es described below. The inciease in ofher revenues added
$5 million to nat income and was primarily related to an ingrease in investment product fees on assot-intensive business and financial
reinsurance fees during 2006, partially offset by a decrease in foreign currency transaction gains in the prior-year period,

These increases in nat income were partially offset by & $153 million increase in other expenses and a $10 miliion decrease in net
investment gains (losses), all net of income tax. Additicnally, a higher effective tax rate in 2006 reduced nat income by $3 million. The
increase in other expenses was primarily related to expenses associated with DAC, including reinsurance allowances paid, interest
expense associated with RGA's issuance of $850 milion 30-year notes to provide long-term collateral for Regulation XXX stawMtory
reserves in June 2006 and $400 million of junior subordinated notes in December 2005, minority interest expense, and aquity
compensation expense.

Revenues

Total revenues, excluding net investmen: gains (losses), increased by $613 million, or 14%, 10 $5,146 milion for the year erided
December 31, 2006 from $4,533 million for the comparable 2005 period.

The increase in such revenues was primarily associated with growth in premiums of $47¢ miliion from new iacultative and automatic
treaties and renewa! premiums on existing blocks of business in all RGA operaling segments, including the U.S., which contributed
$220 milion; Asia Pacific, which contributed $138 million; Canada, which contributed $86 million; and Europe and South Africa, which
contributad $35 million. Premium levels were significantly influenced by large transactions and reporting practices of ceding companies
and, as a result, can fluctuate from period to period. .

Net investment income increased by $126 miliion, primarily due to growth in the invested assel base from net proceeds of RGA's
$850 million 30-year notes offering in June 2006 and $400 million juniar subardinatad note offering in December 2005, positive operating
cash inflows and additional deposits associated with the coinsurance of annuity products. Investment yields were down slightly compared
to the prior-year period. The increase in net investment income was partially offset by a decrease related to a realignment of economic
capital,

Other revenues increased by $8 million primarily due to an increase in investment product fees on asset-intensive business and
financial reinsurance fees during 2008, partially offset by a decrease in foreign currency transaction gains.

Additicnally, a component of the increase in total revenues, excluding net investment gains {losses), was a $38 million increase
associated with foreign currency exchange rate movements.

Expenses

Total expenses increased by $554 million, or 13%, to $4,871 million for the year ended December 31, 2006 from $4,417 million for the
comparable 2005 pericd.

The increase In total expenses was commensurate with the growth in revenues and was primarily attributable to an increass of
$284 million in policyholder henefits and claims, primarily associated with growth in insurance in-force of $245 billion, and a $34 million
ingrease in interest credited due 1o growth in policyholder account balances associated with the coinsurance of annuity preducts, which is
generally offset by a corresponding increase in net investmant income. The increase in policyholder benefits and claims of $284 million was
partially offset by favorable underwriting resulis in RGA’s international operations in the current year period, unfavorable moriality
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exparience in the U.S. and the United Kingdam in the pricr-year penod, and a $23 million increase in the liaoiities associated with the
Argentine pension business in the prior year period,

Other expenses increased by $2356 million due to a $92 millicn increase in expenses associated with DAC, including reinsurance
allowances paid, a $47 million increase in interest expense primarily associatad with RGA's issuance of $850 million 30-year notes in June
2006 and $400 million of junior subordinated notes in December 2005, as well as a $47 millicn increase in minerity interest axpense on the
iarger earnings base in the current period. The remaining increase of $50 million was primarily related to overhead-related expenses:
associated with RGA's international expansion and general growth in operations, including equity compensation expanse.

Additionally, a componant of the increase in total expenses was a $33 million increase asscciated with foreign currency exchange rate
movements.
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Corporate & Other
The following table presents consolidated financial infermation for Corporate & Other far the years indicated:

Years Ended December 31,

2007 2006 2005
{in millions}

Revenues
PramiUms « v v v o e e e e e e e $ 3 & 35 § 22
Universal life and investment-type product palicy fees. .. ... ... oo oo - — 1
Net investment INCOME. . . . . . .t e e e 1,480 1,046 699
OB TEVENUSS. « o v v v o e e e e e e e e e e 63 34 30
Net investment gains {f0SSeS) . . . . .. . .. 47 (154} (48)

TOMAL FEVBIUBS . o v v v v v v v e et e e e e e e 1,605 961 704
Expenses
Policyholder benefits and Claims. .. . ... .. 47 37 {15)
Other expenses . . e 1,400 1,349 855

TOAl BXDENSES . . . o o o e e et e e e 1,447 1,386 940
Income (joss) from continuing operations before provision (benefit] for income tax. . ... .. 158 (425) (236)
NCOME 18X DENEI. . o v e e e e e e (114 {419) (215)
Income {loss) from continuing Gperations . . . . . . ... oo 272 (&3} 2n
Income from discontinued operations, net ofincometax .. .. ... .. .o 35 3,134 1,167
Net INCOMIE .« o . o o e e e e 307 3,128 1,146
Preferred stock dividends . . . . o . L e 137 134 63
Net income available to common shareholders ... ... ..o o e $ 170 $2,894 31,083

Year ended December 31, 2007 compared with the year ended December 31, 2006 — Corporate & Other

income from Continuing Operations

Income from continuing operations increased by $278 million, to a gain of $272 million for the year ended December 31, 2007 from a
loss of $6 million for the comparable 2006 period. Included in this increase ware lower net investment losses of $132 million, net of income
tax, resulting in a net investment gain. Excluding the impact of net investment gains {losses), income from continuing operations increased
by $146 million.

The increase in incoma from continuing operations was primarily attributable to higher net investment income, lower corperate
expenses, higher other revenues, integration costs incurred in the pricr year, and lower lagal cost of $268 million, $56 million, $19 million,
$17 million, and $7 miltion, respsectively, each of which were net of income tax. This was partially offset by higher interest expense on debt,
higher interest on tax contingencies, and higher interest credited to bankholder deposits of $86 million, $23 milion, and 33 million
respectively, each of which were net of income tax. Tax benefits decreased by $103 million over the comparable 2008 pericd dus to the
Company's implementation of FIN 48, the difference of finalizing the Company’s 2006 tax return in 2007 whan compared te finalizing the
Company's 2006 tax return in 2006 and the difference between the actual and the estimated tax rate allocated to the various segments.

Revenues

Total revenues, excluding net investment gains {losses), increased by $443 million, or 40%, to $1,5588 million for the year ended
December 31, 2007 from $1,115 million for the comparable 2006 period. This increase was primarily due to increased net investment
income of $414 million, mainly on fixed maturity securities, driven by a higher asset base related to the reinvestment of proceeds from the
sale of the Peter Cooper Vilags and Stuyvesant Town properties during the fourth guarter of 2006 and the investment of proceeds from
issuances of junior subordinated debt in December 2006 and December 2007 and coltateral financing arrangements to support statutory
reserves in May 2007 and December 2007. Net investment income also increased on other limited partnerships, real estate and real estate
joint ventures, and mortgage loans. Other revenues increased by $29 million primarily related to the resolution of an indemnification claim
associated with the 2000 acquisition of GALIC, offset.by an adjustment of surrender values on corporate-owned life insurance policies.
Also included as a component of total revenues was the elimination of intersegment amounts which was offset within total expenses.

Expenses

Total expenses increased by $81 million, or 4%, to $1,447 million for the year ended December 31, 2007 from $1,386 miflion for the
comparable 2008 period. Interest expanse was higher by $133 million due to the issuances of junior subordinated debt in December 2006
and December 2007 and collateral financing arrangements in May 2007 and December 2007, respectively, and from settlement fees on
the prepayment of shares subject to mandatory redamption in Cotober 2007, partially offset by the maturity of senior notes in December
2006 and the reduction of commercial paper outstanding. Interest on tax contingencies was higher by $35 million as a rasult of an increase
in published Internal Revanue Service ('IRS") interestrates and a change in the method of estimating interest expense on tax contingencias
aasociated with the Company's implamentation of FIN 48. As a result of higher interest rates, interest credited on bank deposits increased
by $5 million at Metlife Bank. Corporate expenses are lower by $88 million primarily due to lower corporate support expenses of
$63 million, which included advertising, start-up costs for new products and information technology costs, and lower costs from
reductions of MetLife Foundation contributions of $23 million. integration costs incurred in 2008 period were $25 million. Legal costs
were lower by $11 million primarily due to a redugtion in the current year of $35 milion of legat liabilities resulting from the settlement of
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certain cases, lower other legal costs of $3 million partially offset by higher amortization and valuation of an asbestos insurance recoveraple
of $27 million. Also included as a component of total expenses were the elimination of intersegment amcunts which were offset within total
revenues.

Year ended December 31, 2006 compared with the year ended December 31, 2005 — Corporate & Other

Income (Lass) from Continuing Operations

Income {loss) from continuing operations increased by $15 million, or 71%, to ($6) million for the year ended December 31, 20086 from
($21) million for the comparable 2005 period, The acquisition of Travelers, excluding Travelers financing and integration costs incured by
the Company, contributed $111 million during the first six months of 2006 to income (loss) from continuing cperations, which included
33 million, net of income tax, of net investment losses. Excluding the impact of Travelers, income (loss) from continuing operaticns
decreased by $56 million for the year ended December 31, 2006 from the comparable 2005 peried. Included in this decrease were higher
investment losses of $66 million, net of income tax. Excluding the impact of Travelers and the increase of net investment losses, incoma
{loss) from continuing operations decreased by $30 million.

The increase in income (loss) from continuing operations was primarily attributable to higher net investment income, lower integration
costs and higher other revenues of $104 million, $62 million, and $4 million, respectively, all of which were net of income tax. This was
partially offset by higher interest expense on debt (principally associated with the issuance of debt to finance the Travelers acquisition),
corporate support expenses, interest cradited to bankholder deposits, policyholder benefits and claims and legal-related liabilities of
$125 mittion, $111 million, $55 milion, $30 million and $5 million, respectively, all of which were net of income tax. Tax bensfits increased
by $113 million over the comparable 2005 period due to the difference of finalizing the Company's 2005 tax return in 2008 when compared
to finalizing the Company's 2004 tax return in 2008 and the difference betwsen the actual and the estimated tax rate allocated to the
various segments.

Revenues .

Total revenuss, excluding net investmant gains (iosses), increased by $363 miltion, or 48%, to $1,115 millicn for the year ended
December 31, 2006 from $752 million for the comparable 2005 period. The acquisition of Travelers contributed $200 million during the first
six months of 20086 to the period over period increase. Excluding the impact of Travelers, revenues increased by $163 million, or 22%, from
the comparable 2005 period. This increase was primarily atiributable to increased net investment income of $171 million primarily from
increases in income on fixed maturity securities due to improved vields from tengthening of the duration and a higher asset base, and the
impact of higher short-term interest rates on cash equivalents and short-term investments. The increase also resulted from a higher asset
base invested in mortgage loans on real estate, real estate joint ventures, and other limited partnership interests and was partially offset by
a decline in securities lending results and leveraged leases. The remainder of the increase was primarily attributable to increased other
revenues of §5 million, which primarily consisted of increased surrender values on corporate owned life insurance policies. Also included
as a component of total revenues were the intersegment eliminations which were offset within total expenses,

Expenses

Total expenses increased by $446 million, or 47%, to $1,386 miilion for the year ended December 31, 2006 from $340 million for the
comparable 20086 period. The acquisition of Travelers, excluding Travelers financing and integration costs, contributed $59 million during
the first six months of 2006 to the period over period increase. Excluding the impact of Travelers, total expenses increased by $387 million,
or 41%, for the year ended December 31, 2008 from the comparable 2005 pericd.

This increase was primarily attributable to higher interest expense of $182 million. The principal reason was a result of the issuance of
senior notes in 2005, which included $119 million of expenses from the financing of the acquisition of Travelers. Additionally, as a result of
the issuance of commercial paper, short-term interest expense increased by $67 million. Corporate support expenses were higher by
$170 million primarily due to higher corporate support expenses of $107 million, which included advertising, start-up costs for new
products and information technology costs, a $35 million MetLife foundation contribution in the 2006 period and a $28 million benefit, in
the 2005 period, associated with the reduction of a previously established real sstate transfer tax liability related to MLIC's demutualization
in 2000, As a result of growth in the business and highar interest rates, interest credited to bankholder deposits increased by $85 million at
MetLife Bank. Policyholder benefits and claims increased $47 million from a 2005 period benefit associated with a reduction of a previously
established liability for setilement death benefits related to the Company's sales practices ciass action settlement recorded in 1999. Legal-
related costs weare higher by $8 million, predominantly from the reduction of praviously established liabilities related to legal disputes during
the 2005 period. Integration costs were lower by $85 million. Also included as a compenent of total expenses were the elimination of
intersegment amounts which were offset within total revenues.
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Liquidity and Capital Resources
The Company

Capital

RBC requirerments are used as minimum capital requirements by the National Association of Insurance Commissioners (“NAIC™) and the
state insurance departments to identify companies that merit further reguiatory action. RBC is based on a formula calculated by applying
factors to varlous asset, premium and statutory reserve items. The formula takes into account the risk characteristics of the insurer,
including asset risk, insurance risk, interest rate risk and business risk and Is calculated on an annual basis. The formula is used as an sarly
warning regulatory tcol to identify possible inadequately capitalized insurars for purposes of initiating regulatory action, and not as a means
to rank insurers generally. These rules apply to each of the Holding Company's domestic insurance subsidiaries. Siaie insurance laws
provide insurance regulators the authority 1o require various actions by, or take various actions against, insurers whose total adjusted
capital does not exceed certain RBC levels. As of the date of the most recent annual statutory financial statements filed with insurance
regulators, ihe 1otal adjusted cepital of each of these subsidiaries was In excess of eacn of those RBC levels,

Asset/Liability Management

The Company actively manages its assels using an approach that balances quality, diversification, asset/liability matching, liquidity and
investment return. The goals of the investment process are 10 optimize, net of income tax, risk-adjusted investment income and risk-
adjusted total return while ensuring that the assets and iabifilies are managed on a cash flow and duration basis. The assetliability
manzgement process is the shared responsibility of the Portfolio Managerment Unit, the Financial Management and Oversight Asset/
Liahility Managemeni Unit, and the operating business segments under the supervision of the various product line speciiic Assev/Liability
Management Commitizes ("ALM Committees”). The ALM Commitiees’ duties include reviewing and approving target portfclios on &
periodic basis, establishing investment guidelings and limits and providing oversight of the asset/liability managament process. The
portfclio managers and asset sector specialists, who have responsibility on a day-to-day basis for risk management of their respective
investing activities, implement the goals and cbjectives established by the ALM Committees.

The Company establishes target asset portiolios for each major insurance product, which represent the investment strategies used {0
profitably fund its liabiliies within acceptable levels of risk, These strategies are monitored through ragutar review of portiolio metrics, such
as effective duration, vield curve sensitivity, convexity, liquidity, asset sector concentration and credit quality. In executng these asset/
liability matching strategies. management regutarly reevaluates the estimates used in determining the approximate amaounts and timing of
payments to or on behalf of palicyholders for insurance liabilities. Many of these estimates are inharently subjective and could impact the
Company's ability to achieve its asset/liability management goals and objectives.

Liquidity

Liquidity refers to a company's ability to generate adequate amounts of cash to meet its needs. The Company's liquidity position {cash
and cash equivalents and short-ierm investments, exciuding securities lending) was $12.3 pilicn and $7.7 bition at December 31, 2007
and 2008, respectively. Liquidity needs are determined from a rolling 12-month forecast by portfalio and are monitored daily. Asset mix and
maturities are adjusted based on forecast. Cash flow testing and stress testing provide additional perspectives on liguidity. The Company
believes that it has sufficient liquidity to fund its cash needs under various scenarios that include the pctential nsk of early contractholder
and policynolder withdrawal. Tne Company includes provisions limiting withdrawal rights on many of its products, including general
account institutional pension products {generally group annuities, including GICs, and certain deposit fund liabilities) sold to employee
henefit plan sponsors. Certain of these provisions prevent the customer from making withdrawals pricr to the maturity date of the product.

In the event of significant unanticipated cash requiremants beyond mormal liquidity, the Company has multiple alternatives available
based on market conditions and the amount and timing of the liguidity need. These options include cash flows from operations, the sale of
liquid assets, global funding sources and various credit facilities.

The Company's abllity to seli investment assats could be fimited by accounting ruiss including rules relating to the intent and ability to
hold impaired securities until the market value of those securities recovers.

In extreme circurnstances, all general account assets within a statutory legal entity ars available to fund any obligation of the general
account within that legal entity.

A disruption in the financial markets ceuld limit the Holcing Company's access 10 or cost of liguidity.

Liquidity Sources

Cash Flows from Operations. The Company's principal cash inflows from its insurance activities come from insurance premiums,
annuity consicerations and deposit funds. A primary liguidity concern with respect 10 these cash inflows Is the risk of early contractholder
and policyholder withdrawal.

The Company's principal cash inflows from its investment activities come from repayments of principal, proceeds from maturities and
salas of Invested assets and investment income. The primary fiquidity concerns with respect to these cash inflows ara the rigk of default by
dabtors and market volatilities. The Company closely monitors and manages these risks through its credit risk management process.

Liquid Assets. An integral part of the Company's liquidity management is the amount of liquid assets it holds. Liquid assets include
cash, cash equivalents, shori-term investmenis, and marketable fixed maturity and equity securities. Liguid assets exciude assets relating
to securities lending activities. At December 31, 2007 and 2008, the Company had $188.4 bilion and $186.5 hillon in liquid assets,
régpectively.

Global Funding Sources.  Liquidity is also provided by a variety of both short-term and long-term instruments, including repurchase
agreemants, commercial paper, medium- and long-term debt, junior subordinated debt securities, shares subject to mandatory redemp-
tich, capital securities and siockholders’ equity. The diversity of the Company’'s funding sources enhancas funding flaxibility, limits
cependence on any one source of funds and generally lowers the cost of funds.

At December 31, 2007 and 2008, the Company had ouistanding $667 million and $1.4 billion in short-term debt, respectively, and at
December 31, 2007 and 2008, had outstanding $9.8 billion and $9.1 billion in {ong-term debt, respectively. At Dacember 31, 2007 and
2008, the Company had outstanding $5.7 billion and $850 million in collateral financing arrangemants, respectively. At December 31, 2007
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and 2006, the Company had cutstanding $4.5 billion and $3.8 billion, respectively, in junior subordinated debt and $159 million and
$278 million, respectively, in shares subject to mandatory redemption.

Debt tssuances.  In Decembar 2007, MetLife Capital Trust IV ("Trust IV"), a variable interest entity ("VIE™) consolidated by the Company,
issued exchangeabie surplus trust securities (the "Trust Securities™) with a face amount of $700 million and a discount of $6 million
{3694 million). The Trust Securities will be exchanged into a like amount of Holding Company junior subcrdinated debentures on
December 15, 2037, the scheduled redemption date; mandatorily under cerlain circumstances; and at any time upon the Holding
Company exercising its option to redeem the securities. The Trust Securities will be exchanged for junior subordinated debentures prior to
repayment. The final maturity of the debentures is December 15, 2067. The Holding Company may cause the redemption of the
Trust Securities or debenituras (i) in whole or in part, at any time on or after December 15, 2032 at their principal amount plus accrued and
unpaic interest 16 the date of redemption, or (i) in certain circumstances, in whole or in part, prior 10 December 15, 2032 at their principal
amount plus accrued and unpaid interest to the date of redemption or, if greater, a make-whote price. Interest on the Trust Securities or
debentures is payable semi-annually at a fixed rate of 7.875% up to. but not including, December 15, 2037, the scheduled redemption
data. In the event the Trust Securities or debentures are not redeamed on or beforae the scheduled redemption date, interest will accrue at
an annual rate of 3-month LIBOR plus a margin equal tc 3.96%. payable guarterly in arrears. The Holding Company has the right to, and in
certain circumstances the reguirement to, defer interest payments on the Trust Securities or debentures for a period up to ten years.
Interast compounds during such periods of deferral. if interest is deferred for more than five consecutive years, the Holding Company may
be required to use proceeds from the sale of its common stock or warrants on common stock te satisfy its obligation. In connaction with the
issuance of the Trust Securities, the Holding Company entered into a replacement capital covenant {"RCC’). As a part of the RCC, the
Holding Company agreed that it will not repay, redeem, or purchase the debentures on or before December 15, 2057, unless, subject to
cerlain limitations, it has received proceeds from the sale of specified capital securitiss. The RCC will terminate upon the occurrence of
certain events, including an acceleration of the debentures due to the occurrence of an event of default. The RCC is not intended for the
benefit of holders of the debentures and may not be enforced by them, The RCC is for the benefit of holders of one or more other
designated series of its indebtedness (which will initially be its 5.70% senior notes due June 15, 2035). The Holding Company also entered
into a replacement capital obligation which will commence in 2037 and under which the Holding Company must use reasonable
commercial efforts to raise replacement capital through the issuance of certain gualifying capital securities.

In December 2007, MLIC reinsured a portion of its closed block liabilities 1o MetLife Reinsurance Company of Charleston (*MRC’), a
whaily-owned subsidiary of the Company. In connection with this transaction, MRC issued, t¢ investors placed by an unaffitiated financial
institution, $2.5 billion of 35-year surplus notes to provide statutory reserve support for the assumed closed block liabifities. Interest on the
surplus notes accrues at an annual rate of 3-month LIBOR plus 55 basis points, payable quartesly. The ability of MRC to make interast and
principal payments on the surplus notes is contingent upcn South Carolina regulatory approval. Simultanecus with issuing the surplus
notes, the Holding Company entered into an agreement with the unaffiliated financial institution, under which the Holding Company is
entitled 1o the interest paid by MRC on the surplus notes of 3-month LIBOR plus 55 hasis points in exchange for the payment of 3-month
LIBOR plus 112 basis paints, payable quarterly. Under this agreement, the Holding Company may also be required to make payments to
the unaffiliated financial institution related to any decline in the market value of the surplus notes and in conngction with any early
termination of this agreement. A majority of the proceeds from the offering of the surplus notes were placed in trust to support MRC's
statutory obligations associated with the assumed closed block liabilities. The trust is a VIE which is consolidated by the Company. At
December 31, 2007, the Company held assets in trust of $1.9 billion associated with the transaction.

In May 2007, the Holding Company and MetLife Reinsurance Company of South Carclina {*MRSC’), a wholly-owned subsidiary of the
Company, entered into a 30-year collateral financing arrangement with an unaffiliated financial institution that provides up to $3.5 billion of
statutory reserve support for MRSC associated with reinsurance obligations under intercompany reinsurance agreements. Such statutory
reserves are associated with universal life secondary guarantees and are required under U.S. Valuation of Life Policies Model Regulation
{commonly referred to as Regulation A-XXX). At December 31, 2007, $2.4 billion had besn drawn upcn under the collateral financing
arrangement. The collateral financing arrangement may be extended by agreement of the Hoiding Company and the unaffiliated financial
institution on each anniversary of the closing. Proceeds from the collateral financing arrangement were placed in trust to support MRSC's
statutory obligations associated with the reinsurance of secondary guarantees. The trust is a VIE which is consolidated by the Company.
The unaffiliataed financial institution is entitled to the return on the investment portfolic held by the trust. Simultaneous with entering into the
collaterat financing arrangement, the Holding Company entered into an agreement with the same unaffiliated financial institution under
which the Holding Company is entitled to the return on the invesiment portfolio held by the trust established in connection with this
collateral financing arrangement in exchange for the payment of a stated rate of return to the unaffiliated financial institution of 3-month
LIBOR plus 70 basis points, payable guarterly. The Holding Company may also be required 1o make payments to the unaffiliated financia
institution, for deposit into the trust, related 1o any decline in the market valug of the assets held by the trust, as well as amounts
cutstanding upon maturity of early termination of the collaieral financing arrangement, At December 31, 2007, the Company held assets in
trust of $2.3 billion associated with this transaction,

In March 2007, RGA issued $300 million of 10-year senior notes with a fixed rate of 5.625%, payable semiannually. RGA used
$50 million of the net proceeds of the offering to repay existing debt during the year ended December 31, 2007,

In December 20086, the Holding Company issued junior subordinated debentures with a face amount of $1.25 billicn. The debentures
are scheduled for redemption on December 15, 20386; the final maturity of the debentuies is December 15, 2066, The Holding Company
rmay redeem the debentures (i) in whole or in part, at any time on or after December 15, 2031 at their principal amount plus accrued and
unpaid interest 1o the date of redemption, or (i) in certain circumstances, in whole or in part, prior to December 15, 2031 at their principal
amount plus accrued and unpaid interest o the date of redempticn or, if greater, a make-whole price. Interest is payable semi-annually at a
fixed rate of 6.40% up to, but not including, December 15, 2036, the scheduled redemption date. In the event the debentures are not
redeemed on or before the scheduled redemption date, interest will accrue at an annual rate of 3-month LIBOR plus a margin equal 1o
2.205%, payable guarterly in arrears. The Holding Company has the right to, and in certain circumstances the requirement to, defer interest
payments on the debentures for a period up to ten years. interest compounds during such periods of deferral, If interest is deferred for
more than five consecutive years, the Holding Company may be reguired to use proceeds from the sale of its common stock or warrants on
common stock 1o satisfy its obligation. In connection with the issuance of the debentures, the Holding Company entered into a RCC. As
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part of the RCC, the Holding Company agreed that It will not repay, redaem, or purchase the debentures on or before December 15, 2058,
unless, subject to cartain limitations, it has received proceeds from the sale of specified capital securities. The RCC wilt terminate upon the
accurrence of certain events, including an acceleration of the debentures due 1o the occurrence of an avent of default. The RCC is not
intended for the benefit of holders of the debentures and may nct be enforced by them. The RCC is for the banefit of holders of one or more
other designated series of its indebtednass (which wil initially be its 5.70% senior notes due June 15, 2035}, The Holding Company also
entered into a replacemant capital obligation which will commence in 2036 and under which the Holding Company must use reasonable
commercial efforts to raise replacement capital through the issuance of certain qualifying capital securities.

In June 2008, Timberlake Financial L.L.C,, (‘Timberlake Financial’), a subsidiary of RGA, compieted an offering of $850 million of
Serles A Floating Rate Insured Notes due June 2036 in a private placement. Interest on the notes accrues at an annual rate of 1-month
LIBOR plus 29 basis points payable monthly. The payment of interest and principal on the notes is insured through a financial guaranty
insurance policy with a third party. The notes represent senior, secured indebtadness of Timberlake Financial with no recourse to RGA or its
other subsidiaries. Up to $150 million of additional notes may be offered in the future. In order to make payments of principal and interest on
the notes, Timberlake Financial wili rely upen the receipt of interest and principal payments on surpius note and dividend payments from its
wholly-owned subsidiary, Timberlake Reinsurance Company |l {"Timberiake Re”}, a South Carolina captive insurance company. The ability
of Timberlake Re to make interest and principal payments on the surplus note and dividend payments to Timberlake Financial is contingent
upon South Carolina regulatory approval and the performance of specified term lile insurance policies with guaranteed level premiums
retrocedad by RGA's subsidiary, RGA Reinsurance Company ("RGA Reinsurance™, to Timberlake Re. Proceeds from the offering of the
notes, along with a $113 miliion direct investment by RGA, collateralize the noies and are not available to satisfy the general obligations of
RGA or the Company. Most of these assets were placed in a trust: and provide long-term collaieral as support for statutory reserves
required by U.S. Valuation of Life Policies Model Regulation {commonly referred to as Regulation XXX) on term life insurance policies with
guaranteed level premium periods reinsured by RGA Reinsurance. The trust is consclidated by Timberlake Re which in-turn is consolidated
by Timberlake Financial. Timberlake Financial is considerad to be a VIE and RGA is considered to be the primary beneficiary. As such, the
results of Timberlake Financial have been consolidated by RGA and ultimately by the Company. At December 31, 2007, the Company held
assets in trust of $899 million associated with the transaction. In addition the Company held $50 million in custody as of December 31,
2007,

MetlLife Bank has entered into Several repurchase agreements with the Fedaral Home Loan Bank of New York {the "FHLB of NY’}
whereby MetLife Bank has issued repurchase agreemenis in exchange for cash and for which the FHLB of NY has been granted a blanket
lien on Metlife Bank's residential mortgages and mortgage-backed securities 1o collateralize Metlife Bank's obligations under the
repurchase agreements. The repurchase agreements and the related security agresment represented by this blanket lien provide that
upon any event of default by Metlife Bank, the FHLB of NY’s recovary is limited to the amount of MetlLife Bank's liability under the
outstanding repurchase agreements. During the years ended December 31, 2007, 2008, and 2005, MetLife Bank received advances
totaling $390 million, $260 million and $775 million, respectively, from the FHLB of NY, which were included in fong-term debt. Metlife Bank
also made repayments of $175 million, $117 milion and $25 million to the FHLS of NY during the years ended December 31, 2007, 20086
and 2005, respectively. The amount of the Company’s liability for repurchase agresments with the FHLE of NY was $1.2 billion and
$998 million at December 31, 2007 and 2008, respectively, which is included in long-term debt,

In December 2005, RGA issued junior subordinated debentures with a face amount of $400 miliion, Interest is payabie semi-annually at
a fixed rate of 6.75% up to but not including the scheduled redempilon date, December 15, 2015, The debentures may be redeemed (i} in
whoie or in part, at any time on or after December 15, 2015 at their principal amount plus accrued and unpaid interest 10 the date of
redemption, or (i} in whole or in part, prior to Cecember 15, 2015 at their principal amount plus accrued and unpaid interest to the date of
redemption or, if greater, a make-whole price. In the event the debentures are not redeemed on or before the scheduled redernption date of
Decamber 15, 2015, interest on these debenturas will accrue at an annual rate of 3-month LIBOR plus a margin equal to 2.665%, payable
guarterly in arrears. The final maturity of the debentures is December 15, 2065, RGA has the right to, and in certain circumstances the
reguirement to, defer interest payments on the debentures for a period up to ten years. Upon an opticnal or mandatory deferral of interest
payments, RGA is generally not permitted to pay common stock dividends or make payments of interest or principal on securities which
rank equal or junior to the subordinated debentures, until the accrued and unpaid interest on the subordinated debentures is naid. Interest
compounds during periods of deferral.

In June 2005 the Company issued, in connection with the common equity units moare fully described in "— Liquidity and Capital
Resdurces — The Holding Company — Liquidity Sources — Common Equity Units", $1,087 millian 4.82% Series A anc $1,067 million
4.91% Series 3 junior subordinated debentures due ne later than February 15, 2038 and February 15, 2040, respectively, for a total of
$2,134 million.

In Juna 2005, the Holding Company issued 400 milien pounds sterling ($729.2 milion at issuance) aggregate principal amount of
£ 25% senior notes due June 29, 2020 at a discoun: of 4.5 million pounds sterling (8.1 million at issuance), for aggregate proceeds of
395.5 million pounds sterling ($721.1 million &t issuance). The senlor notes were initially offered and sold outside the United States in
reliance upen Rsgulation 5 under the Securities Act of 1933, as amended (the "Securities Act’).

In June 2005, the Holding Company issued $1.0 billien aggregate principal amount of 5.00% senicr notes due June 15, 2015 at a
discount of $2.7 million ($297.3 million), and $1.0 billion aggregate principal amount of 5.70% senior notes due June 15, 2035 at a
discount of $2.4 million ($997.8 million),

Metlife Funding, Inc. "MetLife Funding”), a subsidiary of MUC, serves as a centralized finance unit for the Company. Pursuant 10 a
suppert agreement, MLIC has agreed to cause Metlife Funding to have a tangible net worth of at least one dollar. At December 31, 2007
and 2006, MetLife Funding had a tangible net worth of $12 million and $11 million, respectively. MetLife Funding raises cash from various
funding sources and uses the proceeds to extend loans, ihrough MetLife Credit Corp., ancther subsidiary of MLIC, to the Holding
Company, MLIC and other affiliates. MetlUife Funding manages its funding sources to enhance the financial flexibility and liquidity of MLIG
and other affiliated companies, Al Dacember 31, 2007 and 2006, Metlite Funding had total outstanding liabilities, including accrued
intarest payabie, of $358 million and $840 miliion, respectively, consisting primarily of commercial paper.

Credit Facilities.  The Company maintaing committed and unsecured credit facilities aggregating $4.0 billion as of December 31, 2007,
When drawn upon, these facilities bear interest at varying rates in accordance with the respective agreements. The facilities can be used
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for general corporate purposes and at December 31, 2007, $3.0 billion of the facilities aiso served as back-up lines of credit (or the
Company's commercial paper programs.
Information on these credit facilities as of December 31, 2007 is as follows:

Letter of

Credit Unused

Barrower(s) Expiration Capacity lssuances Drawdowns Commitments

{In millions)

Metlife, Inc. and MetLife Funding, Inc. ... . .. June 2012 (1Y $3,000 $1,832 5— $1,4868
Metlife Bank, NA, .. .. ... ... ... .. July 2008 (2) 200 — — 200
Reinsurance Group of America, Incorporated . . May 2008 30 — 30 —
Reinsurance Group of America, Incorporated . . September 2012(3) 750 406 — 344
Reinsurance Group of America, Incorporated . . March 2011 44 — = 44
Total . ... ... . ... $a,024 $1,938 @ $2,056

(1) In dune 2007, the Holding Company and MetLife Funding enterad into a $3.0 hillion credit agreement with various financiat institutions,
the proceeds of which are available to be used for general corporate purpeses, to support their commercial paper programs and for the
issuance of letters of credit. Al borrowings under the credit agreement must be repaid by Juna 2012, except that letters of credit
outstanding upon termmation may remain outstanding until June 2013. The borrowers and the lenders under this facility may agree to
extend the term of all or part of the facllity to no later than June 2014, except that lstters of credit outstanding upon termination may
remain outstanding until June 2015. The $1.5 billion cradit agreemant, with an April 2009 expiration, and the $1.5 billion credit
agreement, with an April 2010 expiration, were both terminated in June 2007 and replaced by the aforementionad facility.

{2) In July 2007, the facility was extended for ane year to July 2008.

{3) In September 2007, RGA and certain ¢f its subsidiaries entered into a credit agreement with various financial institutions. Under the
credit agreement, RGA may borrow and obtain letters of credit for general corporate purposes for its own account or for the account of
its subsidiaries with an overall credit facility amount of up to $750 million. The credit agreement replaced a former credit agreement in
the amount of $600 million which was scheduled to expire on September 28, 2010.

Committed Facifities. Information on committed facilities as of December 31, 2007 is as follows:

Lgrtaedritm Unused Maturity
Account Party/Borrower(s) Expiration Capacity Drawdowns Issuances Commitments (Years}
{In miltions}
Exeter Reassurance Company Ltd.,

Metlife, Inc., & MissouriRe . . ... . . ... ... June 2016 (3) % 500 3 - $ 490 3 10 8
Exeter Reassurance Company Ltd. .. .. ... .. December 2027 (2} 650 — 410 240 20
Timberlake Financial LLL.C. . ... ... . ... ... June 2036 (3) 1,000 850 — 180 29
MetLife Reinsurance Company of

South Carolina & Metkife, Inc, ... . ... ... June 2037 4 3,500 2,382 — 1,118 30
MetLife Reinsurance Cormpany of

Vermont & Metlife, Inc. .. .. ... ... . ... December 2037 (2),(5) 2,896 — 1,235 1,661 30

Total .. ... . $3.546 33,232 $2,135 53,179

(1) Letters of credit and replacements or renewals thereof issued under this facility of $280 million, $10 million and $200 million are set to
expire no later than December 2015, March 2016 and June 2018, respectively,

(2) The Holding Company is a guarantor under this agreement,

(3} As described under *— Liguidity and Capital Resources — The Company — Liquidity Sources — Debt Issuances”, RGA may, at its
opticn, offer up to $150 million of additional notes under this facility in the fulure.

(4} In May 2007, MRSC terminated the $2.0 billion amended and restated five-year letter of credit and reimbursement agreement entered
into ameng the Holding Company, MRSC and varicus financial institutions on Aprit 25, 2005. In its place the Company entered into a
30-year collateral financing arrangement as described under “Liguidity Sources — Debt Issuances”, which may be extended by
agreement of the Company and the financial instituticn on each anniversary of the closing of the tacility for an additional one-year
pericd. At December 31, 2007, $2.4 billien had been drawn upon under the collateral financing arrangement.

(8] In December 2007, Exeter Reassurance Company Lid. (“Exeter”) terminated four letters of credit, with expirations from March 2025
through December 2026, that were issued under a letter of credit facility with an unafiiliated tinancial institution in an aggregate amount
of $1.7 billion. The letters of credit had served as collateral for Exeter's obligations under a reinsurance agreament that was recaptured
by Metlife Investors USA Insurance Company {*MLI-USAT) in December 2007, MLI-USA immediately thereafter entered into a new
reinsurance agreement with MetLife Reinsurance Company of Vermont ("MRV"). To collateralize its reinsurance obligations, MRV and
the Holding Company entered into a 30-year, $2.9 billicn letter of credit facility with an unaffiliated financia! institution.

Latters of Credit. At December 31, 2007, the Company had outstanding $4.2 billion in letters of credit, all of which are associated with
the aforementicned credit facilities, from various financial institutions, of which $2.1 billion and $1.9 biliicn were part of committed and
credit facilities, respectively. As commitments asscciated with letters of credit and financing arrangements may expire unused, these
amounts do not necessarily reflect the Company's actual future cash funding reguirements.
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Liguidity Uses

Debt Repayments.  On October 31, 2007, the Company redeemed $125 million of 8.525% GenAmerica Capital | Capital Securitiss
which were due to mature on June 3G, 2027. As a result of this repayment, the Company recognized additional interest expense of
$10 million.

During the year ended December 31, 2007, RGA repaild $50 million of long-term debit using ihe proceeds from its March 2007 10-vear
senior notes offering. See "— Liquidity and Capital Resources — The Company — Liquidity Scurces — Debt Issuances’ for further
information.

During the years ended December 31, 2007, 2008 and 2005, MetLife Bank made repayments of $175 million, $117 million and
$25 milion, respactively, to the FHLB of NY. See *— Liquidity and Capital Resources — The Company — Liquidity Sources — Debt
Issuances” for further information,

The Holding Company repaid a $500 million 5.25% senior note which matured in December 2006 and a $1,006 million 3.911% senior
note which matured in May 2005.RGA repaid a $100 million 7.25% senior note which matured in April 2006,

MLIC repaid a $250 million 7% surplus note which matured on November 1, 2005.

insurance Liabiliies. The Company's principal cash outflows primarily relate to the liahilities associated with its various life insurance,
property and casualty, annuity and group pension products, operating expenses and income 1ax, as well as principal and interest on its
outstanding debt obligations. Liabilities arising from its insurance activities primarily relate to benefit payments under the aforementicned
products, as well as payments for policy surrenders, withdrawals and leans.

Investment and Cther.  Additional cash outflows include those related to obligations of securities lending activities, investments in real
estate, limited partnerships and joint ventures, as well a5 litigation-related liabilities.
The following table summarizes the Company’s major contraciual obligations as of December 31, 2007:

Mora Than
More Than Thres Years
One Year and and Less
Less Than Lesas Than Than Five More Than
Contractual Obligations Toteal One Year Three Years Years Five Years
{In mitlions)

Future policy benefits. . .. ... ... ... .- (1) $288,837 $ 6,823 $ 9,471 $ 9,742 $262,801

Policynolder account balances. . .. ... . ... .. {2y 212,049 25,640 29,028 28,278 129,103

Other policyholder liabilities . .. .. ... ... . ... (3 10,682 8,322 83 112 2,065

Short-termdebt . L] 667 667 - — -

Long-termdebt. . ... ... L4 16,832 975 1,797 2,330 11,730

Collateral financing arrangements . . . ... .. .. . 4 12,800 301 603 660 11,236

Junior subordinated debt securities. . ... .. ... (4) 8,758 1,314 1,398 324 5,722

Shares subject to mandatory redemption . . .. .. (4) 785 13 26 26 720
Payables for collateral undsr securities loaned

and other transactions. . .. ... ... 5) 44,136 44,136 — - —

Commitmentsto lend funds. . ... ... .. ... (8) 10,5589 8,063 1,141 639 718

Operaling 1eases. . . ... .. n 2,167 254 442 3186 1,155

OthBE o o o e 8 8,278 7.711 8 5] 555

Total . $516,460 $104, 218 $44,005 $42,433 $425,803

(1) Future policyholder bensfits incluce liabilities related to traditional whole life policies, term life policies, closeout and other group annuity
contracts, structured settlements, MTF agreements, single premium immediate annuities, long-term disability policies, individual
disability income poiicies, LTC policies and property and casually contracts.

Included within future policyholder benefits are contracts where the Company is currently making payments and wilt continue to do so
until the occurrence of a specific event such as death as well as those where the timing of a portion of the payments has been
determined by the contract. Alsc included are contracts where the Company is not currently making payments and will not make
payments until the occurrance of an insurable event, such as death or illness, or where the ccecurrence of the payment triggering event,
such as a surrender of a policy or contract, s outside the control of the Company. The Company has estimated the timing of the cash
flows related io these contracts based on historical experience as well as its expectation of future payment patterns.

Liabilities related to accounting conventions, or which are not contractually due, such as shadow liabilities, excess interest reserves
and property and casualty loss adjustmant expenses, of $1.1 bilion have been excluded from amounts presentsd in the tathe above.
Amounts presented in the table above, excluding those related tc property and casualty contracis, représent the estimated cash
payments for benefits under such contracts including assumptions related to the receipt of future premiums and assumptions related to
mortality, morbidity, policy lapse, renewal, retirement, inflation, disability incidence, disability terminations, policy loans and other
contingent events as appropriate to the respective product type. Payments for case reserve liabilities and incurred but not reported
liabilities associated with property and casualty contracts of 1.6 billion have been included using an estimate of the uitimate amount 0
be settled under the policies based upen historical payment patterns. The ultimate amount 1o be paid under property and casualty
contracts is not getermined until the Company reaches a settlement with the claimant, which may vary significantly from the liability or
contractual obligation presented above especially as it relates to incurred but not reported liabilities. All estimated cash payments
presented in the table above are undiscounted as to interest, net of estimated future premiums on policies currently in-force and gross
of any reinsurance recoverable, The maore than five years category displays estimated payments due for periods extending for more
than 100 years from the present date.

The sum of the estimated cash flows shown for all years in the table of $288.8 billion exceeds the liability amount of $132.3 oillion
included on the consclidated balance sheet principally due to the time value of monay, which accounts for at least 80% of the
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difference, as well as differences in assumptions, most significantly mortality, between the date the fiabilities were initially established
and the current date.

For the majority of the Company's insurance operations, estimated contractual obligations for future policyholder benefits and
policyholder account balance ligbilities as presented in the table above are derived from the annual asset adequacy analysis used
to develop actuarial opinicns of statutory reserve adequacy for state regulatory purposes. These cash flows are materially repre-
sentative of the cash flows under generally accepted accounting principles,

Actual cash payments to policyhclders may differ significantly from the liabilities as presented in the consolidated balance sheet and
the estimated cash payments as presented in the table above due to differences between actual experience and the assumptions usaed
in the establishment of these liabilities and the estimation of these cash payments. See “— Liquidity and Capital Resources — The
Company — Asset/Liability Management.”

Policyholder account balances include Habilities related 1o conventional guaranteed investment contracts, guarantead investment
contracts associated with formal offering programs, funding agreements, individual and group annuities, total control agcounts, bank
deposits, individual and group universa! life, variable universal iife and company-owned lifa insurance.

Included within policyholder account balances are contracts where the amount and timing of the payment Is essentially fixed and
determinable. These amounts relate to policies where the Caompany is currently making payments and will continue to do so, as well as
those where the timing of the payments has been determined by the contract. Other contracts involve payment obligations where the
timing of future payments is uncertain and where the Company is not currently making payments and will not make payments until the
occurrence of an insurable event, such as death, or whare the occurrence of the payment triggering event, such as a surrender of or
partial withdrawal on a policy or deposit contract, is outside the control of the Company. The Company has estimated the timing of the
cash flows related to these contracts based on historical experience as well as its expectation of future payment patterns.

Excess interest reserves representing purchase accounting adjustments of $794 million have been excluded from amounts presented
in the table gbove as they represent an accounting convention and not a contractual obligation,

Amounts presanted in the table above represent the estimated cash payments to be made to policyholders undiscounted as to interest
and including assumptions related to the receipt of future premiums and deposits; withdrawals, including unscheduled or partial
withdrawals; policy lapses; surrender charges; annuitization, mortality; future interest credited; policy loans and other contingent
events as appropriate to the respective product type. Such estimated cash payments are also presented net of estimated future
premiums on policies currently in-force and gross of any reinsurance recoverable, For obligations denominated in foreign currencies,
cash payments have been estimated using current spot rates.

The sum of the estimated cash flows shown for all years in the tabie of $212.0 villion exceeds the liability amount of $137.3 billion
included on the consclidated balance sheet principally due to the time value of money, which accounts for at least 80% of the
difference, as well as differences in assumptions betwesn the date the liabilities wera initially established and the current date. See also
comments under footnote 1 regarding the source and uncertaintiss associated with the estimation of the contractual obligations refated
to future policyholder benefits and policyholder account balances.

Other policyhoider ligbilities is comprised of othar palicyholder funds, policyholder dividends payable and the policyholder dividend
obligation. Amounts included in the table above related to these liabilities are as follows:

{a) Other policyholder funds includes liabilities for incurred but not reported claims and claims payable on group term life, long-term
disability, LTC and dental;, policyhelder dividends left on deposit and policyholder dividends due and unpaid related primarily to
traditional life and group life and health; and premiums received in advance. Liabllities related to unearmed revenue of $2.0 billion
have been excluded from the cash payments presented in the table above because they reflect an accounting convention and not a
contractual obligation. With the exception of policyholder dividends left on deposit, and those itams excluded as noted in the
preceding sentence, the contractual obligation presented in the table above related to other policyholder funds is equal to the
liabllity reflected in the consolidated balance sheet. Such amounts are reported in the iess than one year category due to the short-
term nature of the liabilities. Contractual obligations on policyholder dividends Ieft on deposit are projected based on assumptions
of policyholder withdrawal activity.

Policyholder dividends payable consists of liabilities related te dividends payable in the following calendar year on participating
policies. As such, the contractual obligation related to policyholder dividends payable is presented in the table above in the less
than one year category at the amount of the liability prasented in the consoclidated balance sheet.

The nature of the policyholder dividend cbligation is described in Note 9 of the Notes to Consolidated Financial Statements.
Because the exact timing and amount of tha ultimate policyholder dividend cbligation is subject to significant uncertainty and the
amount of the policyholder dividend obligaticn is based upon a long-term projection of the performance of the closed block,
management has reflected the obligation at the amount of the liability presented in the consclidated balance sheet in the mors than
five years category. This was done to reflect the long-duration of the liability and the uncertainty of the ultimate cash payment.
Amounts presented in the table above for short-term debt, long-term debt, collateral financing arrangements, junior subordinated debt
securities and shares subject to mandatory redemption differ from the balances presentad on thae consclidated balance sheet as the
amounts presented in the table above do not include premiums or discounts upon issuance or purchase accounting fair value
adjustments, The amounts presented abeove also include interest on such obligations as described below.

Short-term debt consists principally of 90-day commercial paper, with a remaining maturity of 54 days, and carries a variable rate of
interest. The contractual obligation for short-term debt presented in the table above represents the amounts due upon maturity of the
commercial paper plus the related variable interest which is calculated using the prevailing rates at December 31, 2007 through the
date of maturity without consideration of any further issuances of commercial paper upon maturity of the amounts cutstanding at
December 31, 2007.

Long-term debt bears interest at fixed and variable interest rates through their respective maturity dates. Interest on fixed rate debt was
computed using the stated rate on the abligations through maturity. Interest on variabie rate debt is computed using prevailing rates at
December 31, 2007 and, as such, does not consider the impact of future rate movements.

Coltateral financing arrangemsnts bear interest at fixed and variable interest rates through their respective maturity dates. Interest on
fixed rate debt was cormputed using the slated rate on the obligations through maturity. Interest on variable rate debt is computed using
prevailing rates at December 31, 2007 and, as such, does not consider the impact of future rate movements.
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Junior subordinated debt bears interest at fixed interest rates through their respective redemption dates. Interest was computed using

the stated rate on the cbligation through the scheduled redemption date as it is the Company's -expectation that the debt will be

redesmed at that time. Inclusion of interest payments on junior subordinated debt through the final maturity date would increase the
contractual obligation by $6.2 billion.

Shares subject to mandatory redemption bear interest at fixed interest rates through their respective mandatory redemption dates.

Interest on shares subject to mandatery redemption was computed using the stated fixed rate on the obligation through maturity.

Long-term debt also includes payments under capital iease obligations of $13 million, $15 million, $3 million and $24 million, in the less

than one year, one to three years, three to five years and mcre than five years categories, respectively.

(5) The Company has accepted cash collateral in connection with securities lending and derivative transactions. As the securities lending
transactions expire within the next year or the timing of the return of the collateral is uncertain, the return of the collateral has been
included in the less than one year catagary in the table above. The Gompany also holds non-cash collateral, which is not reflected as a
Fiability in the consclidated balance sheet, of $718 million as of December 31, 2007.

{6) Tne Company commits to lend funds under mortgage loans, partnerships, bank credit facilities, bridge loans and private corporate

band investments. In the table above, the timing of the funding of morigage loans and private corporate heond investments 1s based on

the expiration date of the commitment, As it relates to commitments to lend funds to partnerships and under bank credit facilities, the

Company anticipates that these amounts could be invested any time over the next five years, however, as the timing of the fulfillment of

the obligation cannot be predicted, such obligations are presented in the less than one year category in the table above. Commitments

to fund bridge loans are short-term obligations and, as a result, are presented in the less than one year category in the table above. See

“— Cff-Balance Sheet Arrangements.”

As a lessae, the Company has various operating leases, primarity for office space. Contractual provisions exist that could increase or

accelerate those leases obligations presentad, including various leases with early buyouts and/or escalation clauses, Howaver, the

impact of any such transaciicns would not be material 10 the Company's financial position or results of operations. See “— Off-Balance

Sheet Arrangements.”

{8) Other includes those other liability balances which represent contractual obligations, as well as other miscelianecus contractual

obligations of $32 million not included elsewhere in the table above. Other liabilities presentad in the table above is principally
comprised of amounts dug under reinsurance arrangements, payables related to securities purchased but not yet settled, securities
sold short, accrued interest on debt obligations, falr value of derivative cbiigations, deferred compensation arrangements, guaranty
liabilitties, the fair vaiue of forward stock purchase contracts, as well as general accruals and accounts payable due under contractual
obligations. !f the timing of any of the other liabilities is sufficiently uncertain, the amounts are included within the less than one year
category.
The other liabilities presentad in the table above differs from the amount presented in the consolicated balance sheet by $6.1 billion
due primarily to the exclusion of items such as mingcrity interests, legal liabilities, pension and postretirament henefit obligations, taxes
due other than income tax, unrecognized tax benefits and related accrued interest, accrued severance and employee incentive
compensation and other liabilities such as deferred gains and losses. Such items have been excluded from the table above as they
represent accounting conventions or are not liabilities due under contractual obligations.
The net funded status of the Company's pensicn and other postretirement liabilities Included within other liabilities has been excluded
from the amounts presented in the table above. Rather, the amounts presented represent the discretionary contributions of $150 million
to be made by the Company to the pension plan in 2008 and the discretionary contributions of $116 million, based on the next year's
expected gross benafit payments to participants, to be made by the Company to the postretirement benefit plans during 2008. Virtually
ali contributions to the pension and postretirement benefit plans are made by ihe insurance subsidiaries of the Holding Company with
little impact on the Holding Company's cash flows,

Excluded from the table above are deferred income tax liabilities, unrecognized tax benefits, and accrued interest of $2.5 wililon,

$1.0 bilion, and $252 millicn, respectively, for which the Compariy cannot reliably determing the timing of payment. Current income tax

payable is also excluded from the table.

See also "— Off-Balance Sheet Arrangements.”

Separate accouni liabilities are excluded frorn the table above. Separate account liabilities represent the fair market value of the funds
that are separately administered by the Company. Generally, the separate account owner, rather than the Company, bears the investiment
risk of these funds. The separate account liakilities are legally segregated and are not subject to the claims that arise out of any other
business of the Company. Net deposits, net invesiment income and realized and unrealized capital gains and losses on the separate
accounis are not reflectad in the consolidated statements of income. The separate account liabilities will be fully funded by cash fiows from
the separate account assets.

The Company alsc enters into agreements to purchase goods and services in the normal course of businass; however, these purchase
chligations are not material to its consolidated results of operations or financial position as of December 31, 2007,

Additionally, the Company has agreements in place for services it conducts, generally at cost, between subsidiaries relating to
insurance, reinsurance, loans, and capitalization. Intercompany transactions have appropriately been gliminated in consolidation. Inter-
company transactions among insurance subsidiaries and affiliates have been approved by the appropriate departiments of insurance as
required.

3

Support Agreements.  The Holding Company and several of its subsidiaries (each, an "Obligor”) are parties to various capital support
commitments, guarantses and contingent reinsurance agreements with certain subsidiaries of the Holding Company and a corporation in
which the Holding Company owns 50% of the eguity. Under these arrangaments, each Obligor, with respect to the anplicable entity, has
agreed 1o cause such entity to meet specified capital and surplus levels, nas guaranteed certain coniractual obligations or has agreed to
provide, upon the occurrence of certain contingencies, reinsurance for such entity's insurance Habilities or for certain policies reinsured by
such entity. Management does not anticipate that these arrangements will place any significant demands upon the Company's liquidity
resources.
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Litigation.  Putative or certified class aclion litigation and other litigation, and claims and assessments against the Company, in addition
to those discussed elsewhere herein and those otherwise provided for in the Company's consolidated financial statements, have arisen in
the course of the Company's business, including, but not limited to, in connection with its activities as an insurer, employer, invastor,
investment advisor and taxpayer, Further, state insurance regulatory authorities and other federal and state authorities regularly make
inguiries and conduct investigations concerning the Company's compliance with applicable insurance and other laws and regulations,

It is not possible to predict or determine the ultimate outcome of all pending investigations and legal proceedings or provide reasonable
ranges of potential losses except as noted eisewhere herein in conneclion with specific matters. In some of the matters referred to herein,
very large and/or indeterminate amounts, including punitive and treble damages, are sought. Although in light of these considerations, it is
possible that an adverse outcome in certain cases could have a material adverse effect upon the Company’s financial position, based on
information currently known by the Company's management, in its opinion, the outcome of such pending investigations and legal
proceedings are not likely to have such an effect. However, given the large and/or indeterminate amounts sought in certain of these matters
and the inherent unpredictability of litigation, it is possible that an adverse outcome in certain matters could, from time 1o time, have a
material adverse effect on the Company's censolidated net income or cash flows in particular quarterly or annual pericds,

Cther. Based on management's analysis of its expected cash inflows from operating aclivilies, the dividends il receives from
subsidiaries, including MLIC, that are permitted 10 be paid without prior insurance regulatory approval and its portfolio of liquid assets
and other anticipated cash flows, management believes there will be sufficient liguidity to enabie the Company to make payments on debt,
make cash dividend payments on its common and preferred stock, pay all operating expenses, and meet its cash needs. The nature of the
Company's diverse product portfolio and customer base lessens the likelihood that normal operations will resuit in any significant strain on
liguidity.

Consolidated Cash Flows. Net cash provided by cperating activities increased by $3.4 billicn to $10.0 billion for the year ended
December 31, 2007 as compared te $6.6 billion for the year ended Decernber 31, 2008 primarily due to higher net investment income and
premiums, fees and other revenues.

Net cash provided by operating aclivities decreased by $1.4 billion to $6.6 billion for the yaar ended Dacember 31, 2006 as compared
10 $8.0 billion for the comparable 2005 period. The decrease in operating cash flows was primarily due to reinsurance receivables related
10 the sale of certain small market recorcdkeeping businesses. Partially offsetting the decrease was an increase in operating cash flows in
2006 over the comparable 2005 period primarily attributable 10 the acquisition of Travelers.

Net cash provided by financing activities was $3.9 billion and $15.4 billion for the vears ended December 31, 2007 and 20085,
respectively. Accordingly, net cash provided by financing activities decreased by $11.5 billion for the year ended December 31, 2007 as
compared to the prior year. Net cash provided by financing aclivities decreased primarily as a result of a decrease of $13.0 billion in the
amount of securities lending cash collateral received in connection with the Company's securities lending program and other cash
collateral, $1.2 billion of an increase in shares acquired under the Company's common stock repurchase program, a decrease in short-
term debt borrowings of $0.8 hillion and a decrease of $0.6 billion in nat cash provided by policyholder account balances. In addition, net
cash provided by financing activities was $0.5 billion lower than the comparable 2006 period due 1o the issuance of $0.7 billion of junior
subcrdinated debt securities in 2007 as compared to $1.2 billion issued in 2006. These decreases were partially offset by an increase in
the issuance of collateral financing arrangements of $4.0 billion and an increase in net issuances versus net repayments of long-term debt
of $0.9 hillion.

Net cash provided by financing activities was $15.4 billion and $14.5 billion for the years ended Dacember 31, 2006 and 2005,
respectively. Accordingly, net cash provided by financing activities increased by $0.9 billion primarily as a result of an increase of
$7.2 billien in the amount of secuwrities lending cash collateral received in connection with the securities lending program, a decrease in
long-term debt repayments of $0.7 billion, an increase in the issuance of collateral financing arrangements of $0.2 billion and an increase in
short-term debt borrowings of $0.1 billion. Such increases were offset by decreases in financing cash flows resulting from a decrease in
issuance of preferred stock, junior subordinated debt securities, and tong-term debt aggregaling $6.8 billion which were principally used 1o
finance the acquisition of Travelers in 2008, combined with a decrease of $0.9 billion associated with a decrease in net policyholder
account balance deposits and an increase of $0.5 billion of shares acquired under the Company's common stock repurchase program
which was resumed in the fourth quarter of 20086,

Net cash used in invesiing activities was $10.6 billien and $18.9 billion for the years ended December 31, 2007 and 2008, respectively.
Accordingly, net cash used in investing activities decreased by $8.3 billion for the year ended December 31, 2007 as compared to prior
year. In the current year, cash available {or the purchase of invested assets decreased by $11.5 billion as a result of the reduction in cash
provided by financing activities discussed above. Alsc, partially offsetting this decrease was an increase of $3.4 Gillion in net cash provided
by operating activities discussed above, The lower amount of cash available for investing aclivities resulted in & decrease in net purchases
of fixed maturity securities of $15.9 billion, other invested assets of $1.4 billion, and a decrease in net origination of mortgage and
consumer {oans of $0.6 billion, This was partially offset by increases in the net purchases of real estate and real estate joint ventures of
$6.3 billion, equity securities of $1.4 billion and other limited partnership interests of $0.8 billion. Also, there was a decrease in cash
provided by short-term invesiments of $0.5 billion. In addition, the 2007 period includes the sale of MetLife Australia’s annuities and
pension businesses and the acquisition of the remaining 50% interest in MetLife Fubon of $0.7 billion, while the 2006 period includes
additional consideration paid related to purchases of businesses $0.1 billion,

Net cash used in investing activities was $18.9 billion and $22.6 biliion for the years ended December 31, 2006 and 2005, respectively.
Accordingly, net cash used in investing activilies decreased by $3.7 billion for the year ended December 31, 2006 as compared o prior
year. Net cash used in investing activities in the prior year included cash used to acquire Travelers of $11.0 billion, less cash acquired of
$0.9 billion for & net total cash paid of $10.1 billion, which was funded by $8.8 billion in securities issuances and $4.2 billion of cash
provided by operations and the sale of invested assets. During the current year, cash available for investment as a result of cash collateral
received in connection with the securities lending program increased by $7.2 billion. Cash available from operations and available for
investment decreased by $1.4 billion. Cash available for the purchase of invested assets increased by $4.3 billion as a resuft of the
increase in securities lending activities of $7.2 villion as well s a decrease in the cash required for acquisitions of $4.2 billion, offset by the
decrease in issuance of preferred stock, junior subordinated debt securities, and long-lerm debt aggregating $86.8 billion as well as the
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decraase in cash flow from operations of $1.4 bilion. Cash available for investing activities was used to increase purchases of fixed
maturity securities, olher invested assets, and short-term investments, as weli as increase the origination of mortgage and consumer icans
and decrease net sales of real estate and real estate joint ventures and equity securities.

The Holding Company
Capital

Restrictions and Limitations on Bank Holding Companies and Financial Holding Companies — Capital.  The Holding Company and its
insured depository institution subsidiary, MetLife Bank, are subject 10 risk-based and leverage capital guidelings issued by the federal
banking regulatory agencies for banks and financial holding companies. The federal banking regulatory agencies are required by law to
take specific prompt corrective actions with respect to institutions that do not meat minimum capital standards. As of their most racently
filad reports with the federal banking regulatory agencles, Mettife, Inc. and MetLife Bank met the minimum capital standards as per federal
banking regulatory agencies with all of MetLife Bank's risk-based and leverage capital ratios meeting the federal banking regulatory
agencies’ "well capitalized” standards and all of MétLife, Inc.'s risk-based and leverage capita! ratios meeting the “adeguaisly capitalized”
standards.

The following table contains the RBC ratios and the regulatory requirements for MetLife, Inc., as a bank hclding company, and MetlLife
Bank:

MetLife, Inc.

RBC Ratios — Bank Holding Company
December 31,

Regulatory Regulatory
Requirements Requirements
2007 2006 Minimum “Well Capltalized”
Total RBC Ralio . . . . . e e 0.87% G5.89% 8.00% 10.00%
Tier 1 BBC RatiC . . o o e e e e 9.56% 9.51% 4.00% 8.00%
Tier 1 bteverage Ralic. . .. . . L 556% 555% 4.00% n/a
MetLife Bank
RBC Ratios — Bank
December 31,
Ragulatery Regulatory
Requirements Requirements
2007 2008 Minimum “Well Capitalized”
Total BBC Ratio. . .. ... o o e 12.60% 11.44% 8.00% 10.00%
Tier 1RBCRatio . . . . .. . 12.03% 10.88% 4.00% 8.00%
Tier 1 Leverage Ratic . .. ... . . 6.32% 5.98% 4.00% 5.00%

Liquidity

Liquidity is managed to preserve stable, reliable and cost-effective scurces of cash to meet all current and future financial obligations
and is provided by a variety of sources, including & portlolic of liquid assets, a diversified mix of short- and long-term funding sources from
the wholesale financial markets and the ability to borrow through commitied credit facilities. The Holding Company is an active part.cipantin
the global financial markets through which it obtains a significant amount of funding. These markets, which serve as cost-effective sources
of funds, are critical components of the Holding Company's liquidity maragement. Decisions to access these markets are based upon
relative costs, prospective views of balance sheet growth and a targeted liquidity profile. A disruption in the financial markets could limit the
Holding Company's access to liquidity.

The Holding Company's abifity o maintain regular access to competitively priced wholesale funds is fostered by its current high credit
ratings from the major credit rating agencies. Managament views its capital ratios, credit quality, stable and diverse earnirgs streams,
diversity of liquidity sources and its liquidity monitoring procedures as critical o retaining high credit ratings.

Liquidity is monitored through the use of internal liquidity risk metrics, including the composition and level of the liquid asset portiolic,
timing differences in short-term cash flow obligations, access to the financial markets for capital and debt transactions and exposure to
contingent draws on the Holding Company's liguidity.

Liquidity Sources

Dividends. The primary source of the Helding Company's liquidity is dividends it receives from its insurance subsidiaries. The Holding
Company's insurance subsidiaries are subject 10 regulatory restrictions on the payment of dividends imposed by the regulators of their
respective domiciles. The dividend limitation for U.S. insurance subsidiaries is based on the surplus to policyholders as of the immediately
preceding calendar year and statutory net gain from operations for the immediately preceding calendar year. Statutory accounting
practices, as prescribed by insurance regulators of varicus states in which the Company conducts business, differ in certain respects from
accounting principles used in financial statements prepared in conformity with GAAP. The significant differences relate te the treatmenti of
DAC. certain delerred income tax, required investment reserves, reserve caloulation assumptions, goodwill and surplus notes. Manage-
ment of the Holding Company cannot provide assurances that the Holding Company's insurance subsidiaries will have statutory earnings to
support payment of dividends te the Holding Company in an amount sufficient to fund its cash reguiremeants and pay cash dividends and
that the applicable insurance departments will not disapprove any dividends that such insurance subsidiaries must submit for approval,
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The 1able below sets forth the dividends permitted o be paid by ihe respeclive insurance subsidiary without insurance regulatory
approval and the respective dividends paid:

2008 2007 2006
Parmitted w/o Parmitted w/o Permitted w/o
Company Approvai(1} Paid(2) Approval(3} Paid{2) Approval(3)}
{In milllons)

Metropolitan Life Insurance Company . . ... ... ... $1.299 $500 $919 3 863 3863
MetLife Insurance Company of Connecticut . .. . .. $1,026 $680 (5}  $690 $ g17(4) $ —
Metropolitan Tower Life Insurance Company . . . . . ... $ 113 - $104 $2,300(6) & 85
Metropolitan Property and Casualty Insurance

Company . ... ... F - $400 $ 16 3 300 3178

{1} Reflects dividend amounts that may be paid during 2008 without prior regulatory approval. However, if paid before a specified date
during 2008, some or all of such dividends may reguire regulatory approval.

(2) Includes amounts paid including those requiring regulatory approval.

{3) Reflects dividend amounts that could have been paid during the relevant year withcut prior regulatory approval,

{4) Includes a return of capital of $259 million.

(5) Includes a return of capital of $404 million as approved by the apglicable insurance department, of which $350 million was paid to the

Holding Company.

(8) This dividend reflects the proceeds associated with the sate of Peter Cocper Village and Stuyvesant Town properties 10 be used for
general corperate purposes,

For the year ended December 31, 2007, $120 million in dividends from other subsidiaries were paid, of which $178 million were returns
of capital, to the Holding Company. MetLife Mexico S.A. paid $116 million in dividends to the Hoiding Company for ihe year ended
December 31, 2006. Fer the year ended December 31, 2008, there were returns of capital of $154 million to the Holding Company from
other subsidiaries.

Liguid Assets.  An integral part of the Holding Company’s liguidity management is the amount of liquid assets it holds. Liquid assets
include cash, cash eguivalents, short-term investments and marketable fixed maturity securities. Liguid assets exclude assets relaing to
securities lending activities. At December 31, 2007 and 2008, the Holding Company had $2.3 bilion and $3.9 bilion in liquid assets,
respectively.

Global Funding Scurces. Liguidity is also provided by a variety of both short-term and long-term instruments, commercial paper,
medium- and long-term debt, junior subordinated debt securities, collateral financing arrangaments, capital securities and stockholders’
equity. The diversity of the Holding Company's funding sources enhances funding flexibility and limits dependence on any ong source of
funds and generally owers the cost of funds. Cther sources of the Holding Company's liquidity include programs for short- and long-term
borrowing, as needed.

At December 31, 2007 and 2006, the Holding Company had $310 million and $618 million in short-term debt outstanding, respectively.
At both December 31, 2007 and 2006, the Holding Company had $7.0 billign of unaffilizied long-term debt ouistanding. At both
December 31, 2007 and 2006, the Holding Cempany had $5C0 million of affiiated long-term debt outsianding. At both December 31,
2007 and 2008, the Holding Coempany had $3.4 billion of junior subordinated debt securities outstanding. At December 31, 2007, the
Holding Company had $2.4 billion in collateral financing arrangements outstanding. The Holding Company did not have any collateral
financing arrangements outsianding at December 31, 2006.

In Noverber 2007, the Holding Company filed a shelf registration statement (the *2007 Registration Staterment’) with the SEC, which

was automnatically effective upon filing, in accordance with SEC rules which also allow for pay-as-you-go fees and the ability to add
securities by filing auvtomatically effective amendment for companies, such as the Holding Company, which gualify as “Well-Known
Seasoned Issuers.” The 2007 Registration Statement registered an unlimited amount of debt and equity securities and supersedes the
shelf registration staiement that the Holding Company filed in April 2005. The terms of any offering will be established at the time of the
offering.
Debt Issuances. As described more fully in *— Liquidity and Capital Resources — The Company — Liquidity Sources — Debt
Issuances”, during December 2007, Trust IV issued Trust Securities with a face amount of $700 million and a discount of $6 million
(3694 million) and a fixed rate of interest of 7.875% up to, but not including, December 15, 2037, the scheduled redemption date. The
beneficial interest of Trust IV held by the Holding Ccmpany is not represented by an investment in Trust IV but rather by a finanging
agreemeant between the Holding Company and Trust IV. The assets of Trust IV are $700 million of 7.375% surplus notes of MLIC, which are
scheduled 10 mature December 15, 2037, and rights under the financing agreement. Under the financing agreement, the Holding
Company has the obligation t¢ make payments (i) semiannualty at a fixed rate of 0.50% of the surpius notes outstanding and owned by
Trust IV or it greater (i) equal to the difference between the Trust Securities interest payment and the interest received by Trust IV on the
surplus notes. The ability of MLIC to make interest and principal payments on the surplus notes to the Holding Company is contingent upen
regulatory approval. The Trust Securities, will be exchanged into a like amount of Holding Company junior subordinated debentures on
Decemper 15, 2037, the scheduled redempticn date; mandatorily under certain circumsiances, ang at any time upon the Hoiding
Company exercising its option tc redeem the securities. The Trust Secwities will be exchanged for junior subordinated debentures prior 1o
repayment and the Holding Company is ultimately responsible for repayment of the junior subordinated debentures. The Holding
Company's other rights and obligations as it relates o ithe deferral of interest, redemption, replacement capital obligation and replacement
capital covenant associated with the issuance of the Trust Securities are more fully described in *— Liguidity ang Capital Resources — The
Company — Liquidity Sources — Debt Issuances.”
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As described more fully in *—~ Liquidity and Capital Resources — The Company — Liguidity Sources — Debt Issuances”

« in December 2007, the Holding Company, in connection with the collateral financing arrangémeant associated with MRC's reinsurance
of the closed block fiabilities, entered into an agreement with an unaffiliated financial institution under which the Ho!ding Company is
entitlied to tha interast paid by MRC on the surplus notes of 3-month LIBOR plus 55 basis paints in exchange for the payment of
3-month LIBOR plus 112 basis points, payable quarterly. Under this agreemant, the Holding Gompany may also be reguired 10 make
payments to the unaffiliated financial institution related to any decline in the market value of the surplus notes and in connection with
any sarly termination of this agreement. The Holding Company's net cost of 57 basis points has been allocated to MRC, For the year
ended Decembsar 31, 2007, this amount was immaterial.

e In May 2007, the Holding Company, in connection with the collateral financing arrangement asscciated with MBSC's reinsurance of
universal life secondary guarantees, entered into an agrgament with an unaifiliated financial institution under which the Holding
Company is entitled to the retumn on the investment portfolio heid by the trust established in connection with this collateral financing
arrangement in exchange for the payment of a stated rate of return to the unaffiliated financial institution of 3-month LIBOR plus
70 basis points, payable quarterly. The Holding Company may alsc be required to make payments 1o the unatfiiated financial
institution, for deposit into the trust, related to any decling in the market value of the assets held by the trust, as well a5 amounts
outstanding upen maturity or early termination of the collateral financing arrangement. As a result of this agreement, the Holding
Company effectively assumed the 52,4 billion liability under the collateral financing arrangement along with a beneficial interest in the
trust hotding the associated assets. The Holding Compariy simultaneously contributed to MRSC its beneficial interest in the trust,
along with any return 1o be received on the investment portfolio held by the trust. The Holding Company allocates the {inancing costs
associaled with the collateral financing arrangement to MRSC. .

In December 20086, the Holding Company issuad junior subcrdinated debentures with a face amount of $1.25 billion. See * — Liquidity

and Capital Resources — The Company — Liguidity Sources — Debt Issuances” for further information.

in September 2006, the Holding Company issued $£204 million of affiliated long-term deot with an interest rate of 6.07% maturing in
2018,

In March 2006. the Holding Company issued $10 million of affiiated long-term debt with an interest rate of 5.70% maturing in 2016,

In December 2005, the Holding Company issued $286 milion of affiliated long-term debt with an interest rate of 5.24% maturing in
2015.

In June 2005, the Holding Company issued $1.0 billion aggregaie principal amount of 5.00% senior notes due June 15, 2015 at a
discount of $2.7 million (3997.3 million), and $1.0 billion aggregate principal amount of 5.70% senior notes due June 15, 2035 at a
discount of $2.4 million ($897.6 million).

In June 20086, the Holding Company issued 400 million pounds sterling ($729.2 milion at issuance) aggregate principal amount of
5.25% senior notes due June 29, 2020 at a discount of 4.5 million pounds sterling {38.1 million at issuance), for aggregate proceeds of
395.5 million pounds sterling ($721.1 million at issuance). These notes were initially offered and sold cutside the United States in reliance
upon Regulation 3 under the Securities ACt.

The following table summarizes the Holding Company's outstanding senior notas issuances, exclucging any premium or discount:

issue Date ' Principal Interest Rate Maturity
_— {In millions)

JUME 2005 . o e $1.000 5.00% 2015
JUNE 2005 . o o e e %1,000 5.70% 2035
JUne 2005(T) o o $ 794 5.25% 2020
December 2004(1) . o o o $ 695 5.38% 2024
JUNE 2004 . o o o e e $ 350 5.50% 2014
JUNE 2004 . . o $ 780 5.38% 2034
November 2003 . .. ... ... .. e % 500 5.00% 2013
NOVEMDEr 2005 . o o 0 e e e e $ 200 5.88% 2033
Dacember 2002 . o o e e $ 400 5.38% 2012
DECEMBEr 2O0Z v v v e e e e e $ 600 6.50% 2032
NOVEMEET 2007 o v v e e e e $ 750 £5.13% 2011

(1) This amount represents the translation of pounds sterling into U.S. dollars using the noon buying rate on December 31, 2007 of
$1.9843 as announced by the Federal Reserve Bank of New York.
See also " — Liguidity and Capital Resources — The Holding Company — Liquidity Sources — Common Equity Units" for a description
of $2,134 million of junior subordinated debt securities issued in connection with the issuance of common equity units.

Preferred Stock. During the year ended December 31, 2007, the Holding Company issued no new preferred stock.

In June 2005, the Holding Company issued 24 million shares of Floating Rate Non-Cumulative Preferred Stock, Series A (the “Serles A
preferred shares”) with a $0.01 par value per share, and a liquidation preference of $25 per share, for aggregate proceeds of $800 million,

In June 2005, the Holding Company issued 60 million shares of 6.50% Non-Cumulative Preferred Stock, Series B (the "Series B
preferred shares, " together with the Series A preferred shares, colleciively, the *Preferred Shares”) with a $0.01 par valug per share, and a
liquidation preference of $25 per share for aggregate proceeds of $1.5 billicn,

The Preferred Shares rank senior to the common stock wilh respect 1o dividends and liguidation rights. Dividends on the Preferred
Shares are not cumutalive. Helders of the Preferred Shares will be entitled to receive dividend payments onty when, as and if declared by
the Holding Company’s Board of Directors or a duly authorized committee of the board. If dividends are declared on the Seres A preferred
shares, they will be payable quarterly, in arrears, at an annual rate of the greater of: {iy 1.00% above 3-month UBOR on the related LIBOR
determination date; or {ii] 4.00%. Any dividends declared on the Series B preferred shares will be payable quarterly, in arrears, at an annual
fixed rate of 6.50%. Accordingly, in the event that dividends are not declared on the Preferred Shares for payment on any dividend payment
date, then those dividends will cease to accrus and be payable. If a dividend is not declared before the dividend payment date, the Holding
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Company has no obligation to pay dividends accrued for that dividend period whether or not dividends are declared and paid in fuiure
periods. No dividends may, however, be paid or declared on the Holding Company's common stock - or any other securities ranking
junior 1o the Preferred Shares — unless the full dividends for the latest completed dividend period on all Preferred Shares, and any parity
stock, have been declared and paid or provided for.

The Holding Company is prohibited from declaring dividends on the Preferred Shares if it fails 10 meet specified capital adequacy, naet
income and shareholders’ equity levels. [n addition, under Federal Reserve Board policy, the Holding Company may not be able to pay
dividends if it does not earn sufficient operating income,

The Preferred Shares do noi have voting rights except in ceriain circumstances where the dividends have not been paid for an
equivalent of six or more dividend payment perods whether or not ihose periods are consecutive. Under such circumstances, the holders
of the Preferred Shares have certain votling rights with respect to members of the Board of Directors of the Holding Company.

The Preterred Shares are not subject to any mandatory redemption, sinking fund, retirement fund, purchase fund or similar provisions.
The Preferred Shares are redeemabie, but not prior to September 15, 2010. On and after that daie, subject to regulaiory approval, the
Preferred Shares will be redeemabie at the Holding Company’s option in whole or in part, at a redemption price of $25 per Preferred Share,
plus declared and unpaid dividends.

See " — Liguidity and Capital Resources — The Holding Company — Liguidity Uses — Dividends” for dividends paid on the Company's
opreferred stock.

Common Equity Units.  In connection with financing the acquisition of Travelers on July 1, 2005, the Holding Company distributed and
sold 82.8 million 8.375% comman aquity units for $2,070 million in proceeds in a registered public offering on June 21, 2005.

Each common equity unii has an initial stated amount of $25 per unit ang consists of;

* a 1/80, or 1.25% ($12.50), undivided beneficial ownership interest in a series A trust preferred security of MetLife Capital Trust Il
{"Series A Trust™), with an initial liquidation amount of $1,000.

* a 1/80, or 1.25% ($12.50). undivided beneficial cwnership interest in a series B trust preferred security of Metlife Capital Trust Il
(“Series B Trust” and, together with the Serigs A Trust, the “Capital Trusts®), with an initiai liquidation amount of $1.000.

¢ a stock purchase contract under which the helder of tha commaon equity unit wilt purchase and the Holding Company will sell, on
each of the initial stock purchase date and the subsequent stock purchase date, a variable number of shares of the Hoiding
Company’s common siock, par value $0.01 par share, for a purchase price of $12.50.

The Holding Company issued $1,067 million 4.82% Series A and $1.067 million 4 91% Series B junior subordinated debt securities due
no later than February 15, 2039 and February 15, 2040, respectively, for a total of $2,134 million, in exchange for $2,07C million in
aggregate proceeds from the sale of the trust preferred securities by the Capital Trusts and $64 million in trust common securities issued
equally by the Capital Trusts, The common and preferred securities of the Capital Trusts, totaling $2,134 million, represent undivided
beneficial ownership interests in the assets of the Capital Trusts, have no stated maturity and must be redeemed upon maturity of the
corresponding series of junicr subordinated debt securities — the sole asseis of the respective Capital Trusts. The Series A Trust and
Series B Trust will each make quarterly distributions on the common and preferied securities at an annual rate of 4.82% and 4.91%,
raspectively.

The Holding Company has directly guaranteed the repayment of the trust preferred securities to the holders therecf to the extent that
there are funds available in the Capital Trusts. The guaraniee will remain in place until the {full redemption oi the trust preierred securities.
The trust preferred securities held by the common equity unit holders are pledged to the Holding Company 10 collateralize the obligation of
the common equity unit holders under the related stock purchase contracts. The commaon equity unit holder may substitute certain zero
coupon treasury securities in place of the trust preferred securities as collateral under the stock purchase contract.

The trust preferred securities have remarketing dates which correspond with the initial and subseguent stock purchase dates to provide
the holders of the common equity units with the proceeds o exercise the stock purchase contracts. The initial Stock purchase daie is
expecied to be August 15, 2008, but could be deferred for quarterly periods until February 15, 2008, and the subseqguent stock purchase
date is expected to be February 15, 2002, but could be deferred for quarterly periods until February 15, 2010, At the remarkeling date, the
remarketing ageni will have the ability to reset the interest rate on the irust preferred securities to generate sufficient remarketing proceeds
to satisfy the common equity unit holder's obligation under the stock purchase coniract, subject to a reset cap for each of the first two
attempted remarketings of each series. The interest rate on the supporting junior subordinated debt securities issued by the Heiding
Company will be reset at a commensurate rate. If the initia} remarketing is unsuccessful, the remarketing agent will attempt to remarket the
trust preferred securities, as necessary, in subseguent guarters through February 15, 2008 for the Series A trust preferred securities and
through February 15, 2010 for the Series B trust preferred securities. The final attempt at remarketing will not be subject to the reset cap. If
all remarketing attempts are unsuccessful, the Hoiding Company has the right, as a secured party, to apply the liguigation amount on the
trusi preferred securities to the common equity unit holders obligation under the stock purchase contract and o deliver 10 the common
equity unit holder a junior subordinated debt security payable on August 15, 2010 at an annual rate of 4.82% and 4.91% on the Series A
and Series B trust preferred securities, respectively, in payment of any accrued and unpaid distzibutions.

Each stock purchase contract requires (i) the Holding Company 10 pay the holder of the common equity unit quarterly contract
payments on the stock purchase contracts at the annual rate of 1.510% on the stated amount of $25 per stock purchase contract untit the
initial stock purchase date and at the annual rate of 1.485% on the remaining stated amount of $12.50 per stock purchase contract
thereafter; and [iij the holder of the commaon equity unit to purchase, and the Holding Company 1o sell, for $12.50, on each of the initial
stock purchase date and the subseguent stock purchase date, & number of newly issued or treasury shares of the Holding Company’s
common stock, par value $0.01 per share, equal to the applicable settlement raie. The settlement rate at the respective stock purchase
date will be calculated based on the closing price of the common stock during a specified 20-day period immediately preceding the
applicable stock purchase date. Accordingly, upon settlement in the aggregate, the Holding Company will receive proceeds of $2,070 mil-
lion and issue between 39.0 million and 47.8 millicn shares of its common stock. The stock purchase contract may be exercised at the
option of the holder at any time prior to the settlement date. However, upon early settlement, the holder will receive the minimum settlement
rate.
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Credit Facilities. In June 2007, the Holding Company and MetLife Funding enterad into a $3.0 hillion credit agreement with varicus
financial institutions, the proceeds of which are available to be used for general corporate purposes, o support their commercial paper
programs and for the issuance of letters of credit, Al borrowings under the credit agreement must be repaid by June 2012, except that
letters of credit outstanding upon termination may remain outstanding until June 2013. The borrowers and the lenders under th:s facility
may agree to exiend the term of all or part of the facility to no later than June 2014, except that letters of credit outstand.ng upon
termination may remain outstanding until June 201 5. The $1.5 billion credit agreement, with an April 2008 expiration, and the $1.5 billion
credit agreement, with an April 2010 expiration, were both terminated in June 2007 and replaced by the aferementioned facil.ty.

At Dacember 31, 2007, $1.5 billion of leiters of credit have been issued under these unsecurad credit facilities on behali of the Holding

Company.

Committed Facilities.  Information on committed facilities as of December 31, 2007 is as follows:

Lstter of

Credit Unused Maturity
Account Party/Borrower{s) Expiration Capacity Drawdowns Issuances Commitments {Years)
{In millions)
Exeter Reassurance Company Lid., Metlife,

Ing., &Missouri Re . ... ... June 2016 (v % 500 3 - § 490 $ 10 8
Exeter Reassurance Company Lid. .. ... .. December 2027 (2) 650 — 410 240 20
MetLife Reinsurance Company of Scuth

Carolina & Metlife, Inc. . . .. ... ... ... June 2037 {(3) 3,600 2,382 — 1,118 30
Metliiz Reinsurance Company of Vermont &

MetLife, InC. . . . . . e December 2037 (2}.(4) 2,896 - 1,235 1,661 30

Total . .. e $7.546 $2,382 52,135 $3,029

(1} Letters of credit and replacements or renewals thereof issued under this facility of $280 miliion, $10 million and $200 miliion are set to
expire no later than December 2015, March 2016 and June 20186, respectively.

(2) The Holding Company is a guarantor under this agreemeant.

(3) In May 2007, MRSC terminated the $2.C billicn amended and restated five-year letter of credit and reimbursement agreemsant entered
into among the Holding Company, MRSC and various institutional lenders on April 25, 2005, In its place the Company entered into a
30-year collateral financing arrangement as described under “— Liguidity and Capital Resources — The Company — Liguidity
Sources — Debt issuances®, which may be extended by agreement of the Holding Company and ihe financial institution on each
anniversary of the cicsing of the facility for an additional one-year period. At December 31, 2007, $2.4 bifion had been drawn upon
under the collateral financing arrangement.

{4} In December 2007, Exeter terminated four letters of cradit, with expirations from March 2025 through December 2026, that were
issued under a letier of credit facility with an unaffiliated financial institution in an aggregate amount of $1.7 billion. The letters of credit
had servad as coliateral for Fxater's obligations under a reinsurance agreement thal was recaptured by MLI-USA in December 2007.
MLI-USA immadiately thereafter entered intc a new reinsurance agreement with MRV, To collateralize its reinsurance cbligations, MRY
and the Holding Company entered into a 30-year, $2.9 billion Jetter of credit facility with an unaffiliated financial institution.

Letters of Cregit. At December 31, 2007, the Helding Company had $1.5 billion in outstanding letters of credit, ail of which are
associated with the aforementioned credit facilties, from various financial institutions, As commitments associated with letiers of credit and
financing arrangements may expire unused, these amounts do not necessarily reflect the Holding Company's actual future cash funding
requirements.

Liquidity Uses

The primary uses of liguidity of the Holding Company include debt service, cash dividends on common and preferred stock, capital
contributicns to subsidiaries, payment of general operating expenses, acquisiticns and the repurchase of the Holding Company's common

stock.
Dividends. The table below presents declaration, recard and payment daies, as well as per share and aggregate dividend amounts,

for the commaon stock:

Dividend

Record Date Payment Date Per Share Aggragate

{In millions, except
per share data}

Daclaration Date

October 23, 2007 . . .. . o e November 8, 2007  Decembey 14, 2007 $0.74 $541
October 24, 2006, . .. . .o November 8, 2006 December 15, 2006 50,58 $450
October 25, 2005, . . v e November 7, 2005 December 15, 2005 $0.82 $394

Future common stock dividend decisions will be determined by the Helding Company's Board of Directors after taking into consid-
eration factors such as the Company's current eamings, expected medium- and long-term garnings, financlal condition, regulatory capital
position, and applicable governmental reguiations and policies. Furthermore, the payment of dividends and other disir butions to the
Helding Comgany by its insurance subsidiaries is regulated by insurance laws and regulaticns.
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Information on the declaration, record and payment dates, as well as per share and aggregate dividend amounts, for the Preferred
Shares is as follows:

Dividend
Sories A Serles A Series B Sarles B
Declaration Date Record Date Payment Date Per Shore Aggregate Per Share Aggregate
(In millions, except per share data)
November 15, 2007. .. ... . ... November 30, 2007  December 17, 2007  $0.4230476 Gl $0.4062500 524
August 15,2007 . ....... ... August 31, 2007 September 17, 2007  $0.4063333 310 $0.4062500 $24
May 15, 2007. . ............ May 31, 2007 June 15, 2007 $0.4060062 3i0 $0.4062500 $24
March &, 2007 . . ...... ... . February 28, 2007 March 15, 2007 $0.3975000 SiQ $0.4062500 §.52_4
$41 396
November 15, 2006. . ... ... .. Novembper 30, 2006 December 15, 2006  $0.4038125 10 $0.4062500 $24
August 15,2006, .. .. ... . ... August 31, 2006 September 15, 2006  $0.4043771 $10 $0.4062500 524
May 16, 2006. ... ... .. .. ... May 31, 20086 June 15, 2006 $0.3775833 $9 $0.4062500 24
March 6, 2006 . ... ..... ..., February 28, 2006 March 15, 2006 $0.3432031 38 $0.4062500 $24
$38 $98
November 15, 2005, . ... .. ... November 30, 2005 December 15, 2005 $0.3077569 $8 $0.4062500 $24
August 22, 2005. ... ... ... August 31, 2005 September 15, 2005  $0.2865690 37 304017361 $2_ti
515

348

See " — Subsequent Evenis.”

Affiiiated Capital Transactions. During the years ended December 31, 2007 and 2008, the Holding Company invested an aggregate of
$2.8 billion and $1.8 biliicn, respeactively, in varicus affiliates.

In December 2005, RGA repurchased 1.8 million shares of its cutsianding common siock at an aggregate price of $76 million under an
accelerated share repurchase agreement with a major bank. The bank borrowed the stock sold 1o RGA from third parties and purchased
the shares in the cpen market over the subsequent few months to return to the lenders. RGA would either pay or receive an amount based
on the actual amount paid by the bank to purchase the shares. These repurchases resulted in an increase in the Company's ownership
percentage of RGA to approximately 53% at December 31, 2005 from approximately 52% at December 31, 2004, In February 2008, the
final purchase price was determinad, resulting in a cash settlement substantially equal to the aggregate cost. RGA recorded the initial
repurchase of shares as treasury stock and recorded the amount received as an adjustment to the cost of the treasury stock. At
December 31, 2007, the Company's ownership was approximately 52% of RGA.

The Helding Company tends funds, as necessary, to its affiiates, some of which are regulated, to meet their capital requirements. Such
loans are included in foans to affiliates and consisted of the following at:

intarest December 31,

Atfiliate Rate Maturity Date 2007 2006
— {In millions)
MUC .. 3-month LIBOR + 1.15% December 31,2009 $ 700 § —
MUIC . 7.13% December 15, 2032 400 400
MUIC 7.13% January 15, 2033 100 100
MLIGC . 5.00% December 31, 2007 - 800
MeiLife Investors USA Insurance Company . . .. . 7.35% Aprit 1, 2035 400 400
Total .. ... $1.600 $1.700

Debt Repayments. The Holding Company repaid a $500 million 5.25% senior note which matured in Decernber 2006 and a
$1.,0086 millicn 3.911% senior note which matured In May 2005,

Share Repurchase. In October 2004, the Hoiding Company's Board of Direciors authorized a $1 billion common stock repurchase
program. In February 2007, the Holding Company's Board of Directors authorized an additional $1 billion common stock repurchiase
program. In September 2007, the Holding Company's Board of Directors authorized an additional $1 bilion common stock repurchase
program which began after the completion of the $1 billion common stock repurchase program authorized in February 2007, In January
2008, the Holding Company's Board of Directors authorized an additional $1 billion common stock repurchase program, which began after
the completion of the Sepiember 2007 program. {See " — Subsequent Events”). Under these authorizations, the Holding Company may
purchase its common stock from the MetLife Policyholder Trust, in the open market {(including pursuant to the terms of a pre-set trading
plan meeting the requirements of Rule 10b5-1 under the Exchange Act and in privately negotiated transactions.

The Hotding Company has entered into the foliowing accelerated common stock repurchase agreemenis:

* In December 2007, the Holding Company entered into an acceleraled common stock repurchase agreement with a major bank.

Under the terms of the agreement, the Holding Company paid the bank $456 million in cash in January 2008 in exchange for
6.6 million shares of its outstanding common stock that the bank borrowed from third parties. Also, in January 2008, the bank
delivered 1.1 million additional shares of Holdging Company's common stock to the Holding Company resuiting in a tota!l of 7.7 mittion
shares being repurchased undsr the agreement, Al December 31, 2007, the Holding Company recorded the obligation tc pay
F450 million to the bank as a reduction ot additional paid-in capital. Upon settlement with the bank, the Holding Company increased
additional paid-in capital and reduced treasury stock.
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e In November 2007, the Holding Company repurchased 11.8 million shares of its outstanding common stock at an initial cost of
750 mition under an accelerated common stock repurchase agreement with a major bank. The bank borrowed the stock sold to the
Halding Company from third pariles and purchased the common stock in the open market to retumn to such third parties, Also, in
November 2007, the Holding Company received a cash adjustrent of $19 million based on the trading price of the common stock
during the repurchase period, for a final purchase price of $731 millicn. The Holding Gompany recorded the shares initially
repurchased as treasury stock and recorded the amount received as an adjustment to the cost of the treasury stock.

« In March 2007, the Holding Company repurchased 11.9 million shares of its ouistanding common stock at an aggregate cost of
$750 million under an accelerated common stock repurchase agreement with a majar bank, The bank berrowed the commoen stock
sold to the Holding Gompany from third parties and purchased common stock in the open market 1o return 10 such third parties. In
June 2007, the Holding Company paid a cash adjustment of $17 million for a final purchase price of $767 million. The Holding
Company recorded the shares initially repurchased as treasury stock and recorded the amount paid as an adjustment to the cost of
the treasury stock. .

« |n Decemboer 2008, the Holding Company repurchased 4.0 milion shares of its outstanding common stock at an aggregate cost of
$232 million under an accelerated common stock repurchase agreement with a major bank. The bank borrowed the common stock
sold to the Holding Company from third parties and purchased the common stock in the open market 1o retum 1o such third panties. in
February 2007, the Holding Company paid a cash adjustment of $8 million for a final purchase price of $240 millicn. The Holding
Company recorded the shares initially repurchased as treasury stock and recorded the amount paid as an adjustment to the cost of
the treasury Stock.

« In December 2004, the Holding Gompany repurchased 7.3 million shares of its outstanding common stock at an aggregate cost of
$300 millicn under an accelerated common stock repurchase agreement with a major bank. The bank borrowed the stock sold to the
Holding Company from third parties and purchased the common stock In the open market to return to such third parties. In April
2005, the Holding Company receivad a cash adgjustment of $7 millicn based on the actual amount paid by the bank o purchase the
common stack, for a final purchase price of $283 million, The Holding Company recorded the shares initially repurchased as treasury
stock and recorded the amount received as an adjustment t¢ the cost of the treasury stock.

The Company also repurchased 3.1 milion and 4.6 million shares through open market purchases for $200 million and $268 million,

respectively, during the years ended December 31, 2007 and 2008, respectively.

Cumulatively, the Company repurchased 26.6 million and 8.6 mitlion shares of its common stock for $1.7 billion and $500 miliion during
the years ended December 31, 2007 and 20086, respectively. The Company did not repurchase any shares of its cormmon stock during the
year ended December 31, 2005. During the years andec December 31, 2067, 2006 ang 2005, 3.9 million, 3.1 million and 25.0 million
shares of common stock were issued from treasury stock for $172 million, $102 million and $819 million, respectively, of which 22.4 million
shares with a market value of $1 billicn were issuad in connection with the acquisition of Travelers of July 1, 2005.

At Dacember 31, 2008, tha Company had $216 million remaining on the October 2004 commaon stock repurchase program which was
subsequently reduced by $8 milion to $208 million after the February 2007 cash adjustment to the December 2008 accelerated commen
stock repurchase agreement. The February 2007 stock repurchase program authorization was fully utilized during 2007. At December 31,
2007, $511 million remained cn the Company's September 2007 common stock repurchase pragram, The $511 million remaining on ihe
September 2007 common stock repurchase program was reduced by $450 million to $61 million wpon setilement of the accelerated stock
repurchase agreement exacuted during December 2007 but for which no settlement occurred until January 2008. Subsequent to the
January 2008 authorization, the amount remaining under these repurchase programs was $1.061 million. After execution of the
accelerated stock repurchase agreement in February 2008 and certain open market purchases as more fully described in *— Subsequent
Events', the Company's remaining authorization is $261 million. )

Future common stock repurchases will be depandent upon several factors, including the Company's capital position, its financiai
strength and credit ratings, general markat canditions and the price of MetLife, Inc.'s common Stock.

See "— Subsequent Events' for further information relating to common stock repurchases subseguent to December 31, 2007.

Support Agreements.  The Holding Company is party (o various capital support commitments with certain of its subsidiaries and a
corporation in which it owns 50% of the equity. Under these arrangements, the Holding Company has agreed 10 cause gach such entity to
meet specified capital and surplus levels. Management does not anticipate that these arrangements will place any significant demands
upen the Holding Company's liquidity resources.

Based on managsment's analysis and comparisen of its current and fuiure cash inflows from the dividends it receives from subsidiaries
that are permitted to be paid without prior insurance regulatory approval, its portfolio of liquid assets, anticipated securities issuances and
other anticipated cash flows, management beliaves there will be sufficient liquidity to enable the Helding Company to make paymsnis on
debt, make cash dividend payments on its common and preferred stock, contrivute capital 1o its subsidiaries, pay all operating expenses
and meet its cash needs.

Subsequent Events

Dividends

On February 19, 2008, the Company's Board of Directors announced dividends of $0.3785745 per share, for a total of $9 milhon, on its
Series A preferred shares, and $0.4082500 per share, for a total of $24 million, on its Series B preferred shares, subject to the final
confirmation that it has met the financial tests specitied in the Series A and Series B prefercad shares, which the Company anticipates will
be made on or about March 5, 2008, the earliest date permitted in accordance with the terms of the securities. Both dividends will be
payable March 17, 2008 to sharghoiders of record as of February 28, 2008.

Acquisitions

On February 1. 2008, the Company announced its completion of the acquisition of SafeGuard Health Enterprises, Inc. (*Safeguard”) for
approximately $190 million, Safeguard is primarily involved in providing dental and vision benefit plans, including health maintenance and
preferred provider organization plan designs and adgministrative services.
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On January 2, 2008, the Company completed its acquisition of AFORE Actinvar, $.A. de C.V. {"Actinver”) for approximately $125 million,
Actinver manages retirement accounis for approximately 1.1 million individuals in Mexico.

Stock Repurchases

On January 15, 2008, the Company's Board of Directors authorized a $1 billion commen stock repurchase program, which began after
the completion of an earlier $1 billion authorization that was announced in September 2007,

As previously described, in Decemoer 2007, the Company entered inte an accelerated common stock repurchase agreement with a
major bank. Under the terms of the agreement, the Company paid the bank $450 million in cash in January 2008 in exchange for 6.6 million
shares of ihe Company's cutstanding common stock that the bank borrowed from third parties. Alsc, in January 2008, the bank delivered
1.1 million additional shares of the Company's commaon stock to the Gompany resulting In a total of 7.7 million shares being repurchased
under the agreement. Upon settiement with the bank, the Company increased additional paid-in capital and reduced ireasury stock.

In February 2008, the Company entered inte an accelerated common stock repurchase agreement with a major bank. Under the
agreement, the Company paid the bank $711 million in cash and the bank delivered an initial amount of 11.2 millicn shares of the
Company's outstanding common stock that the bank berrowed from third parties. Final settlement of the agreement s scheduled to take
place during the first half of 2008, The final number of shares the Company is repurchasing under the terms of the agreement and the
timing of the final settliement will depend on, among oiher things, prevaiting market conditions and the market prices of the common stock
during the repurchase period. The Company recorded the consideration paid as a reduclion 10 stockholders' equity.

From January 1, 2008 to February 25, 2008, the Company also repurchased 1.6 miliion of its shares through open market purchases
for $89 million.

Off-Balance Sheet Arrangements

Commitments to Fund Partnership Investmants

The Company makes commitments to fund partnership investments in the normal course of business tor the purpose of enhancing the
Company's tatal return on iis investment pertfolio, The amounts of these unfunded commitments were $5.3 billicn and $3.0 billion at
December 31, 2007 and 2006, respectively. The Company anticipates that these amounts will be invested in partnerships over the next
five years, There are no cther obligations or liabilities arising from such arrangements that are reasonably likely 10 become material.

Mortgage Loan Commitments

The Company commils to lend funds under mortgage loan commitments. The amounts of these mortgage loan commitments were
4.0 billion at both December 31, 2007 and 20086, The purpose of these Ioans is to enhance the Company's total return on its investment
portfolio. There are no other obligations or liabilities arising from such arrangements that are reasonably fikely to become material.

Commitments to Fund Bank Credit Facilities, Bridge Loans and Private Corporate Bond Investments

The Company commits to lend funds under bank credit facilities, bridge loans and privale corporate bond investments. The amounts of
these unfunded commitments were $1.2 biliion and $1.9 billion at December 31, 2007 and 20086, respectively. The purpose of these
commitmentis and any related fundings is tc enhance the Company's total return on its investment porifclio. There are no cther obligations
or labilities arising from such arrangements that are reasonably likely 10 become material.

Lease Commitments

The Company, as lessee, has entered inte various lease and sublease agreements for office space, data processing and other
equipment. The Company's commitments under such lease agreements are included within the contractual obligations table. See
"— Liguidity and Capital Resources — The Company — Liguidity Uses — Investment and Other.”

Credit Facilities and Letters of Credit

The Company maintaing committed and unsecured credit facilities and letters of credit with various financial institutions. See
" — Liguidity and Capital Resources — The Company — Liguidity Sources — Credit Facilities” and “— Letters of Credit” for further
descriptions of such arrangements.

Share-Based Arrangements

In connection with the issuance of commoen equity units, the Holding Company issued forward stock purchase contracts under which
the Helding Company will issue, in 2008 and 2008, between 39.0 and 47 .8 million shares of its commaon stock, depending upon whether
the share price is greater than $43.35 and less than $53.10. See "— Liquidity and Capital Resources — The Holding Company — Liguidity
Sources — Common Equity Units.”

Guarantees

In the normal course of its business, the Company has provided certain indemnities, guarantees and commitments to third parties
pursuant to which it may be required io make paymenits now or in the future. In the context of acquisition, disposition, investment and other
transactions, the Company has provided indemnities and guarantees, including those related 10 tax, environmental and other specific
fiabilities, and other indemnities and guarantees that are triggered by, among other things, breaches of representations, warranties or
covenants provided by the Company. In addition, in the normal course of business, the Company provides indemnifications (o counter-
parties in contracts with triggers similar to the foregoing, as well as for certain other lahilities, such as third party lawsuits. These
obligations arg often subject to time limitations that vary in duration, including contractual limitations and those that arise by operation of
law, such as applicable statutes of limitation. In some cases, the maximum potential cbligation under the indemnities and guarantees is
subject to a contractual limitation ranging from less than $1 million 1o $800 million, with a cumulative maximum of $2.3 billien, while in other
cases such limitations are not specified or applicable. Since certain of these obligations are not subject to limitatiens, the Company dees
not believe that it is possible t¢ determine the maximum potential amount that could become due under these guarantees in the fulure.

In addition, the Company indemnifies its directors and officers as provided in its charters and by-laws. Also, the Company indemnifies
its agents for liabilities incurred as a result of their representation of the Company's interests. Since these indemnities are generalty not
subject to limitation with respect to duration or amount, the Company does not believe that it is possible to determine the maximum
potential amount that could become due under these indemnities in the future.
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The Company has alse guaranteed minimurm investment rewms on certain international retirement funds in accordance with local laws.
Since these guarantees are not subject to limitation with respect to duration or amount, the Company does not beleve that it is pessible o
determine the maximum potential amount that could beceme dug under these guarantees in the future.

During the year endad December 31, 2007, the Company recerded a $1 million ligbility with respect to a guaraniee previously provided
to MU, a former subsidiary. The Company's recorded liabilities at December 31, 2007 and 2006 for indemnities, guarantees and
commiiments were $6 million and $5 million, respectively.

In connection with synthetically created investment transacticns, the Company writes credit default swap obligations that generally
require payment of principal outstanding dug in exchange for the referenced credit cbligation, If a credit event, as defined by the contract,
oceurs the Company’s maximum amount at risk, assuming the value of the referenced credits becomes worthless, was $1.7 billion at
December 31, 2007. The credit default swaps expire at various times during the next ten ysars.

Other Commitments

Mettife Insurance Company of Connacticut {"MICC") is @ member of the Federal Home Loan Bank of Beston (the *FHLB of Boston™) and
holds S70 million of common stock of the FHLB of Boston at both December 31, 2007 and 2008, which is included in eguity securities.
MICC has also entered into funding agreements with the FHLB of Boston whereby MICC has issued such funding agreements in exchange
for cash and for which the FHLB of Boston has been granted a blanket lien on certain MICC assets, including residential mortgage-backed
securities, to collateralize MICC’s obligations under the funding agreements. MICC maintalns control over these pledged assets, and may
use, commingle, encumber or dispose of any portion of the coliateral as long as there is no event of default and the remaining gualified
callateral is sufficiant 10 satisfy the collateral maintenance level. Upon any event of default by MICC, the FHLB of Bosion's recovery on the
collateral is limited to the amount of MICC's liability to the FHLB of Boston. The amourt of the Company's liability for funding agreements
with the FHLR of Boston was $726 million and $926 million at December 31, 2007 and 2008, respectively, which is included in policyholder
account balances. The advances on these funding agreements are collateralized by residential mortgage-backed securities with farr values
of $901 million and $1.1 billion at December 31, 2007 and 2006, respectively.

MLIC is 2 member of the FHLB of NY and holds $339 million and $136 million of commaon stock of the FHUB of NY at December 31, 2007
and 2008, respectively, which is included in equity securities. MLIC has also entered into funding agreemenis with the FHLB of NY whereby
MLIC has issued such funding agreemenits in exchange for cash and for which the FHLB of NY has been granted a lien on certain MLIC
assets, including residential mortgage-backed securities to collateralize MUC's obligations under the funding agreements. MLIC mainiains
control over these pledged assets, and may use, commingle, encumber or dispose of any portion of the collateral as long as therg is no
event of default and the remaining qualified collateral is sufficient te satisfy the collateral maintenance level. Upon any event of default by
MLIC, the FHLB of NY's recovery on the collateral is limited to the amount of MLIC's liability to the FHLE of NY. The amount cf the
Company's liability for funding agreements with the FHLB of NY was $4.6 billion at December 31, 2007, which is included in policyholder
account balances. The advances con these agresments are collateralized by residential mortgage-backed securities with far values of
$4.8 billion at December 31, 2007. MUC did not have any funding agresments with the FHLB of NY at December 31, 2006.

MetLite Bank is a member of the FHLE of NY and holds $64 million and $54 million of common stock of the FHLB of NY at December 31,
2007 and 2006, respectively, which is includad in equily securities. MatLife Bank has also entered into repurchase agreements with the
FHLE of NY whereby Metlife Bank has issued repurchase agreements in exchange for cash and for which the FHLB of NY has been
granted a blanket lien on MetLife Bank's residential mortgages and mortgage-backed securities to collateralize Metbife Bank’s chligations
under the repurchase agreements. Meatlife Bank maintains control over these pledged assets, and may use, commingle, encumber or
dispose of any pertion of the collateral as long &s there is no event of default and the remaining qualified collateral is sufficient lo satisfy the
collateral maintenance level. The repurchase agreements and the related security agreement represented by this blanket lien provide that
upon any event of default by Meilife Bank. the FHLB of NY's recovery is limited to the amount of Metlife Bank's liability under the
outstanding repurchase agreements. The amount of the Company's liability for repurchase agreaments with the FHLB of NY was $1.2 billicn
and $998 million at December 31, 2007 and 2008, respectively, which is included in long-term debt. The advances on these repurchase
agreements are collateralized by residential mortgage-backed securities and residential mortgage loans with fair values of $1.3 billion at
both December 31, 2007 and 20086,

Coliateral for Securities Lending

The Company has non-cash collateral for securities lending on deposit from customers, which cannot be sold ar repladged, and which
has not been recorded on its consolidates balance sheets. The amount of this collateral was $40 million and $100 miliion at December 31,
2007 and 2008, respeclively.

Pensions and Other Postretirement Benefit Plans
Description of Plans

Plan Description Overview

The Subsidiaries sponsor and/or administer various qualified and non-gualified defined benefit pension plans and other postretirement
employee benefit plans covering employees and sales representatives who meet specified eligibility requirements, Pensicn benefits are
provided utilizing either a traditional formula or cash palance formula. The traditional formula provides benefits based upon years of credited
service and either final average or career average earmings. The cash balance formula utilizes hypothetical or notional accounts, which
credit participants with benefits equal to a percentage of eligible pay, as welt as eamnings credits, determingd annually based upon the
average annual rate of interest on 30-year U.S. Treasury securities, for each accouni balance. As of December 31, 2007, virtualy all of the
Subsidiaries obligations have been calculated using the traditionai formula, The non-qualified pension plans provide supplemental
benefits, in excess of amounts permitted by governmental agencies, to certain exacutive level employees.

The Subsidiaries also provide certain postemployment benefits and certain postretirement medical and life insurance benefits for retired
employees. Employess of the Subsidiaries who were hired prior to 2003 {ov, in certain cases, rehired during or after 2003) and meet age
and service criteria while working for a coverad subsidiary, may becoms eligible for these other postretirement nenefits, at various levels, in
accordance with the applicable plans. Virtually all retirees, or their beneficiaries, contribute a portion of the total cost of postretirement
medical benefits. Employees hired after 2003 are not efigible for any employer subsidy for postretirement medical benefits,

MaiLife, inc. 59




Financial Summary

Statement of Financial Accounting Slandards {"SFAS") No. 87, Employers’ Accounting for Pensions {"SFAS 877), as amended,
estaplishes the accounting for pension plan obligations. Under SFAS 87, the projected pension benefit obligation ("PBC") is defined
as the actuarially calculated present value of vested and non-vested pension bensfits accrued based on future salary ievels. The
accumulaied pension benefit obligation ("ABQ") is the actuarial present value of vested and non-vested pension benefits accrued based on
current salary levels. The PBO and ABQ of the pension plans are set forth in the following section.

Prior to December 31, 2008, SFAS 87 also required the recognition of an additional minimum pension lfability and an intangible asset
{limited tc unrecognized prior sarvice cost) if the market value of pension plan assets was l@ss than the ABO at the measurement date, The
excess of the additional minimum pension liability over the allowable intangible asset was charged, net of taxes, 10 accumulated other
comprehensive income, The Company’s additicnal minimum pension liability was $78 million, and the intangible asset was $12 million, at
December 31, 2005. The excess of the additional minimurn pension liakility over the intangible asset of $66 milion (341 million, net of
income tax) was recorded as a reduction of accumulated other comprehensive income. At December 31, 2006, the Company's additional
minimum pension liability was $92 million. The additional minimum pension liability of $59 million, net of income tax of $33 million, was
recorded as a reduction of accumulated other comprehensive income.

SFAS No, 108, Employers Accounting for Postretirement Benefits Other than Pensions, as amended, (“SFAS 106", establishes the
accounting for expected postrelirement plan benefit obligations {"EPBO") which represents the actuarial present value of all postretirement
benefits expected to be paid after retirement to employees and their dependents. Unlike the PBO for pensions, the EPBO is not recorded in
the financiai statemeants but is used in measuring the periodic expense. The accumulated postretirement plan benefit obligation ("APEG")
represents the actuarial present value of future postretirement benefits attributed to employee services rendered through a particular date.
The APBO is recorded in the financial statements and is set forth below.

As described more fulty in "— Adoption of New Accounting Pronouncements’, the Company adopted SFAS No. 158, Employers’
Accounting for Defined Benefit Pension and Other Postretirement Plans — an amendment of FASE Statements No. 87, 88, 106, and
SFAS No. 132{r) (*SFAS 158", effective December 3%, 2006. Upcn adoption, the Company was required 1o recognize in the consalidated
balance sheet the funded status of defined benefit pension and other postretireament plans. Funded status is measured as the difference
between the fair value of plan assets and the benefit obligation, which is the PBO for pension plans and the APBO for other postretirement
plans. The change to recognize funded status eliminatad the additicnal minimum pension liability provisions of SFAS 87. In addition, the
Company recognized as an adjustment to accumulated other comprehensive income, net of income tax, those amounts of actuarial gains
and losses, prior service costs and credits, and the remaining net transition asset or obligation that had not yet been included in net
periodic benefit cost at the date of adoption. The adoption of SFAS 158 resulted in a reduction of $744 million, net of income tax, to
accumulated other comprehensive income, which is included as a component of total consolidated stockholders’ equity. The following
lable summarizes the adjustments to the Decamber 31, 2006 consclidated balance sheat in order to effect the adopticn of SFAS 158,

December 31, 2008

Additional
Minimum
Preo Pension Adoption of Past
SFAS 158 Liability SFAS 158 SFAS 158
Balance Shest Caption Adjustmants Adjustmant Adjustment Adjustments
{In millions)

Other assets: Prepaid pension benefitcost . . ... ... .. . .. .. $1,837 $ - $ (993) $ 944
Other assets: Intangible asset .. . ... ... ... ... ... ... F 12 12 5 - F -
Orther liabilities: Accrued pension bensfitcost . .. . .. ... ... .. $ (509) B4} $ (79 $ (598)
Other liabilities: Accrued other postretirement benefit cost . . . . . . % (802) $— 5 {99 $ (9o
Accumulated othar comprehensive income, before income tax:

Defined benefitplans. . . ... ... ... ... ... ... ... $ (66 $(28) $1.171) $(1.263)
Minority interest. . . ... ... .. L L. U $ - % 8
Deferredincome tax. . . ... ... .. ... .. ... $ 8 $ 419
Accumulated other comprehensive income, net of income tax:

Defined benefitplans. ... .. ... ... . $ 41 518 $ (744 $ (803

A December 31 measurement date is used for all the Company's defined benefit pension and other postretirement benefit plans.
The benefit obligations and funded status of the Subsidiaries' defined benefit pension and other postretirement benefit plans, as
determined in accordance with the applicable provisions described above, were as follows:

December 31,

Other
Postretirement
Pension Beneafits Benaefits
2007 2006 2007 2006
{In millions)
Benefit obiigationatend ofyear . . . ... .. ... ... .. .. ... ... .. $5.775  $5.952 $1.810 $2,073
Fairvalug of plan assets atend of year. . ... ... ... ... ... ... . ... . 6,550 5,305 1,183 1,172
Funded status atend ofyear . . .. . ... ... ... ... 775 % 346 % 427) B {901)
Amounts recognized in the consclidated balance sheet consist of:
Otherassets . . ... ... $1.363 % 944 F - $ -—
Other liabilities . . . ... .. (618) (588) (427} {901)
Net amountrecognized . .. ... ... ... ... $ 775 % 348 3 427) % (901
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Decembaer 31,

Cther

Postretirernent
Pansion Benefits Beanefits
2007 2006 2007 2008
‘ {in millions)
Accumulated other comprehensive {income) loss:

Net actuarial {gains) IoS88S . .« oo $ B23 $1.123 $ (112 % 328
Prior service cost (Cradit} . . .. . 64 41 {193 {230)
Net agsset at ransition . . . . . . e e — — - 1
687 1,164 (305) 99
Deferred income tax and mincrity interest. . ... ... . o oo (251 {423) 109 (37

$ 438 $ 741 $ (1950 $ 82

The aggregate projected benefit obligation and aggregaie fair value of plan assets for the pension plans were as follows:

December 31,
Nen-Qualified

Qualifled Plans Plans Total
2007 2008 2007 2008 2007 2006
{In milliona} .
Aggragate fair value of plan assats (principally Company contracts) ... ... $6,550 $6,305 $ — $ — 56,550 $6,305
Aggregate projected benefit obligation ... ... .o oo 5,174 5,381 601 578 5775 5 958
Over{underf funded . . ... $1.376  $ 924 FE0 $H78 % 775 F 346

The accumulated benefit obligation for all defined banefit pension plans was $5,348 millian and 35,508 million at December 31, 2007
and 2008, respectively.

Information for pension plans with an accumulated benefit obligation in excess of plan assets is as follows: bor 31
December 31,

2007 2008

{In millions)
Projected benefit obligation . . .. .. ... $616  $594
Accumulated banefit obligation . . . .. c . $533  $501
Fairvalue of PIan 8S8ETS . . . . . . . .. 2 - % -

Information for pensicn and other postretirement pians with a projected benefit cbligation in excess of plan assets is as follows:

Decamber 31,

QOthar
Postretirement
Pension Benefits Benefits
2007 2008 2007 2008
{ln milliocns} ~
Projected benefit obligation .., . ... $ 646 & 623 3$1.610 $2,073
Fair value of plan assets . . . .. .. $ 28 3 25 $1,183 $1,172

Pension and Other Postretirement Benefit Plan Obligations

Pension Plan Obligations
Obligations, toth PBO and ABQ, of the defined benefit pensicn plans are determined using a varety of actuarial assumptions, from
which actual results may vary, Some of the more significant of these assumptions include the discount rate used to determing the present
value of future benefit payments, the expected rate of compensation increases and average expacted retiremant age.
Assumptions Lsed in detarmining pansion plan obligations were as follows;

Dacember 31,

2007 2006
Weighted avarage disCount cal@. . . v e 6.65% 6.00%
Rate of compensation iNCTEASE . . . . . . . . e 3.5% -8% 3% -8%
Average expacted retirement 8ge . . . . o 63 81

The discount rate is determined annually based on tha yisld, measured on a yield to worst basis, of a hypothetical portiolio constructed
of high-quality debt instrumeants available cn the valuation date, which would provide the necessary future cash flows to pay the aggregate
PBO when due. The yield of this hypothetical portfolio, constructed of bonds rated AA or better by Moody's Investors Services ("Moody's)
resulted in a discount rate of approximately 6.65% and 6.00% for the defined pension plans as of December 31, 2007 and 2006,
respectively.

A decreass (increase) in the discount rate increases {(decreases) the PBO. This increase (decrease) to the PBO is amortized into
earnings as an actuarial loss {gain). Based on the December 31, 2007 PBO, a 25 basis point decrease (increase) in the discount rate would
result in an increase (decrease) in the PBO of $159 million.
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At the end of 2007, total net actuarial losses were $623 million as compared to $1,123 million in 2006. In 2007, the majority of the
reduction in the actuarial losses is due to the increase in the discount rate to 6.65% in 2007 from 6.00% in 2006. These losses will be
amortized on a straight-line basis cver the average remaining service period of active employees expected to receive henafits under the
benafit plans. At the end of 2007, the average remaining service period of active employees was 8.2 years for the pension plans.

As the benefits provided under the defined pension plans are calculated as a percentage of future earnings, an assumption of future
compensation increases is required 1o determine the projected benefit obligation, These rates are derived through periodic analysis of
historical demographic data conducted by an independent actuarial firm. The last review of such data was conducled using salary
information through 2006 and the Company believes that no circumstances have subseguently occurred that would result in a material
change 10 the compensation rate assumptions.

Cther Posiretirernent Benefit Plan Obiigations
The APBO is determined using a variety of actuarial assumptions, from which actual results may vary. Some of the more significant of
these assumptions include the discount rate, the healthcare cost trend rate and the average expected retirement age. The determination of

the discount rate and the average expected retirement age are substantially consistent with the determination described previously for the
pension plans.

The assumed healthcare cost trend rates used in measuring the APBO and net periodic benefit cost were as follows:

December 31,

2007 2008
Pre-Medicare eligibte claims . ... ... ... .o 8.5% down tc 5% in 2014 9.0% down 10 5% in 2014
Medicare eligibleclaims ... ... .. o oo 10.5% down t0 5% in 2018 11.0% down to 5% in 2018

Assumed healthcare cost trend rates may have a significant effect on the amounts reported for healthcare plans. A cne-percentage
point change in assumed healthcare cost trend rates would have the follpwing effects:

One Percent One Percent

Increase Decreass
{In millions)
Effect on total of service and interest cost components. . . . . .. .. o L 57 3 (B
Eifect of accumulated postretirement benefit obligation. . . . ... ... ... o L %63 %e2)

A decrease (increase) in the discount rate increases (decreases) the APBO. This increase {decrease) to the APBQ is amortized into
earnings as an actuarial loss {gain). Based on the December 31, 2007 APBQO, a 25 basis paint decrease (increase) in the discount rate
would result in an increase (decrease) in the APBO of $44 million.

At the end of 2007, total net actuarial gaing ware $112 million as compared to net actuarial losses of $328 millicn in 2008, The majority
of the net actuarial gaing are due to the increase in the discount rate, an increased number of retirees oping out of plan benetits and lower
than expected medical inflation. These gains will be amortized on a straight-line kasis over the average remaining service period of active
empioyees expected 10 receive benefits under the other postretirement benefit plans. At the end ¢f 2007, the average remaining service
period of active employees was 8.3 years for the other postretirement benefit plans.

In 2004, the Company adopled the guidance in FSP 108-2 Accounting and Disclosure Requirements Related to the Medicare
Prescription Drug, improvement and Modernization Act of 2003 ("FSP 106-2"). 10 account for future subsidies to be received under the
Prescription Drug Act. The Company began receiving these subsidies during 2006. A summary of the reduction to the APBO and related
reduction to the components of net pariodic cther postretirement benefit cost is as follows:

Decembar 31,

2007 2006 2005
{In millions)
Cumulative reduction in benefit cbligation:

Beginning Of vear. . . . . .. 8328 298 $230
SEMVICE COSE. . . . . o o 7 6 B
IMtErESt GOt . . . . o e 19 19 16
Net actuarial gains {losses) . . . . . . . . {42) 15 46
Prescriplion drug SUDSITY . . . . . . {13) (10} -
Endof vear . . . . . $299 3328 3298

Years Endad
Decamber 31,

2007 2008 2005
(In millions)
Reduction in net pericdic benefit cost:
SEIVICE COST . . . o o v e e e e e e 37 %6 56
INTErEST COSt . . . . . e 18 19 16
Amortization of net actuarial gains {losses). . . . . . . . . e 5 30 23
Total reduction in net pericdic benefitcost . . . . . ... L $31 355 P45

The Company received subsidies of $10 million and $8 million for the years ended December 31, 2007 and 2006, respectively.

62 Motlife, Inc.




Pension and Other Postretirement Net Periodic Benefit Cost

Pension Cost
Net pericdic pension cost is comprised of the following:

il Service Cost — Service cost is the increase in the projected pension benefit obligation resulting from benefits payable o
employees of the Subsidiaries on service rendered during the current year.

it Interest Cost on the Liability — Interest costis the time value adjustment on the projected pension benefit obligation at the and
cf each year.

il Expected Return on Plan Assets — Expected return on plan assets is the assumed return earned Dy the accumulated pensicn
fund assets in a particular year.

iv) Amartization of Prior Service Cost -~ This cost relates 1o the increase of decrease to pension benefit cost for service provided
in prior years due to amendments in plans or initiation of new plans. As the economic bengiils of thess costs are realzed in the
future pericds, these costs are amortized to pension expense cver the expected service years of the employees.

v) Amortization of Net Actuarial Gains or Losses — Actuarial gains and losses result from differences between the actual
experience and the expacted experisnce on pension plan assets or projected pension pensfit obligation during a particular
period. Thesa gains and losses are accumulated and, to the extent they exceed 10% of the greater of the projected pension
benefit obligation or the market-related value of plan assets, they are amortizec into pension expense over the expected
service years of the employees.

The Subsidiaries recognized pension expense of $98 million in 2007 as comparad to $180 million in 2006 and $146 million in 2008. The
major components of net periodic pension cost described above were as follows:

Years Ended December 31,

2007 2006 2005
{In mitllons)
ServiCe COSt « . o v o P 186 $163 H142
JUEEIAST COBL © .+ v o o v e e e e e e e e e 354 335 318
Expected return on plan assets . ... .. (507) (454)  (4486)
Amortization of net actuarial (QaiNS}10S88S . . . .« . . 68 125 116
Amortization of prior service cost{cradit) . . ... 17 1" 18
Net periodic BEnefit COSL. . o o o v $ 68 3180 %146

The incraase in expanse from 2005 to 2008 was primarily a result of both increases in service and interest cost and amorhzaton of net
actuarial losses resulting largely from lower discount rates, partially offset by the impact of an Increase in the expectad return 0n plan
assets due to a larger plan assets base.

The decrease in expense from 2006 to 2007 was primarity the result of an increase in the axpected return on plan assets and a
decrease in amortization of net actuarial losses resulting from the $350 million contribution made in 2008, The increase In the interest cost
resulted from the increase in the discount rate,

The estimated ret actuarial losses and prior service cost for the defined benefit pension plans that will be amortized from accumulated
other comprehensive income into net periodic benefit cost over the next year are both $14 million.

The weighted average discount rate used to caiculaie the net periedic pension cost was 6.00%, 5.82% and 5.83% for the years ended
December 31, 2007, 2006 and 2008, respactively.

The weighted average expected rate of return an pension plan assels used to calculate the net periodic pension cost for the years
anded December 31, 2007, 2006 and 2005 was 8.25%, 8.256% and 8.50%, respectively. The expected rate of return on plan assets is
based on anticipated performance of the various asset sectors in which the plan invests, weighted by target aflocation percentages.
Anticipated future performance is based on lang-term historical returns of the plan assets by sector, adjusted for the Subsidianes’ long-
tarm expectations on the performance of the markets. White the precise expected return derived using this approach will fiuctuate from
year 1o year, the Subsidiaries' policy is to hold this long-term assumption constant as lang as it remains within reasonable tolerance from
the derived rate. The actual net return on the investments has been an approximation of the estimated return for the pension plan in 2007,
2006 and 2005.

Based an the Dacember 31, 2007 asset balances, a 25 basis point increase (decrease} in the expected rate of return on plan assets
would result in a decrease lincrease) in net periodic benefit cost of $15 million for the pension plans.

Other Postretirement Benefit Cost
The net pariodic cther postretirement benefit cost consists of the following:

) Service Cost — Service cost is the increase in the expected postretirement plan benefit cbligation resulting from benelits
payable tc employees of the Subsidiaries on service rendered during the current year.

il Interest Cost on the Liabilty — Interest cost is the time value adjustment on the expected postretrement beneft obhgation at
the end of each year.

il Expected Return on Plan Assets — Expected return on plan assets is the assumed return earned Dy the accumulated other
postretirement fund assets in a particular year.

iv) Amortization of Prior Service Cost — Thig cost relates to the increase or decrease to other postratirement benefit cost for
service provided in prior years dug to amendmenis in plans or initiation of new plans. As the economic benefits of these costs
are realized in the future periods these costs are amortized to other postretirement beanefit expense over the expected service
years of the employges.

v)  Amartization of Net Actuarial Gains or Losses — Actuarial gains and lossas result from differences between the actual
experience and the expeacted experience on other postretirement benelit plan assets or expected postretirement plan benefit
obligation during a particular year. These gains and losses are accumulated and, 1o the extent they excead 10% of the greater
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of the accumutated postretirement plan benefit obligaticn or the market-related value of plan assets, they are amortized into
other postretirement benefit expense over the expected service years of the employees.
The Subsidiaries recognized other postretirement benefit expense of $& million in 2007 as compared to 360 million in 2006 and
$77 million in 2005, The major components of net periodic other postretirement benefit cost described above were as follows:

Years Ended
December 31,

2007 2006 2005
(In milllons}

SEIVICE COSt . . o $ 27 $ 35 5 37
INErest COSt . . . . . . 104 117 123
Expected return cn plan assetS. . . . . . . .. (86) (79 (79)
Amortization of net actuarial (gains) l0sses. . .. . .. .. . L - 23 15
Amortization of prior service cost {credit) . . . . .. L (38) (36) {17)
Net periodic beneiit Cost. . . . . . e $ 9 $ 60 $ 77

The decrease in benefit cost from 2005 1o 2006 was due to changes in plan benefits resulling in decreased service and interest cost
and increases in amortization of prior service costs. The continued decrease from 2006 to 2007 primarily resulted from a change in the
Medicare integration methodology for certain retirees.

The estimated net actuarial losses and prior service cradit for the other postretirement benefit plans that will be amortized from
accumulated other comprehensive income into net periodic benefit cost over the next year are less than $1 million and $37 million,
respectively.

The weighted average discount rate used to calculate the net periodic postretirement cost was 6.00%, 5.82% and 5.98% for the years
ended December 31, 2007, 2008 and 2005, respectively.

The weighted average expected rate of return on plan assets used to calculate the net other postretirement benetit cost for the years
ended December 31, 2007, 2006 and 2005 was 7.47%, 7.42% and 7.51%, respectively. The expected rate of return on plan assets is
based on anticipated perfermance of the varicus asset sectors in which the plan invests, weighted by target allocation percentages.
Anticipated future performance is based on long-term historical returns of the plan assets by sector, adjusted for the Subsidiaries’ long-
term expectations on the performance of the markets. While the precise expacted return derived using this approach will fluctuate from
year to year, the Subsidiaries’ policy is to hold this long-term assumption constant as long as it remains within reasonable tolerance from
the derived rate. The actual nat retumn on the investments has been an approximation of the estimated return for the othar postretirement
plans in 2007, 2006 and 2005.

Based on the December 31, 2007 assst balances, a 25 basis point increase (decrease) in the expected rate of return on plan assets
would result in a decrease (increase) in net pericdic benefit cost of $3 million for the other postretiremant plans.

Pension and Other Postretirement Benefit Plan Assels

Pension Plan Assets

Substantially all assets of the pensicn plans are invested within group annuity and life insurance contracts issued by the Subsidiaries.
The majority of assets are held in separate accounts established by the Subsidiaries. The account values of assets held with the
Subsidiaries were $6,440 million and $6,205 millon as of December 31, 2007 and 2008, respectively. The terms of these contracts are
consistent in alt material respects with those the Subsidiaries offer to unafiiliated parties that are similarly situated.

Net assets invesied in separate accoumts are slated at the aggregaie fair value of units of participation. Such value reflects
accumulated contributions, dividends and realized and unrealized investment gains or losses apportioned to such contributions, less
withdrawals, distributions, allocable expenseas relating to the purchase, sale and maintenance of the assets and an allocable part of such
separate accounts’ investment expenses.

Separate account investments in fixed income and equity securities are genearally carried at published market value, or if published
market values are not readily available, at estimated market values, Investments in short-term fixed income securities are generally reflected
as cash equivalants and carried at fair value. Real estate investments are carried at estimated fair value based on appraisals performed by
third-party real estate appraisal firms, and generally, determined by discounting projected cash flows over periods of time and at intarest
rates deemed appropriate for each invesiment. Information on the physical value of the property and the sales prices of comparable
properties is used to corroborate fair value estimates. Estimated fair value of hedge fund net assets is generally determined by third-party
pricing vendors using quoted market prices or through the use of pricing models which are affected by changes in interest rates, foreign
currency exchange rates, financial indices, credit spreads, market supply and demand, market volatility and liguidity.

The following table summarizes the actual and target weighted-average allecations of pension plan assets within the separate
accounts:

December 31,

Welghted Walghtad
Avarage Avarage
Actual Target
Allocstion Allocation
207 2008 2008
Asset Category
Equity SeCUrtI®S . . . . . . e 38% 42% 30%-55%
Fixed maturities . . . . . ... ... .. ... .. S 44% 42% 30%-65%
Other (Real Estate and Alternative investments) . . . . . . . o i _18% 18% 10%-20%

Total. . . e 100% 100%
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Target allocations of assets are delermined with the objective of maximizing returns and minimizing volatility of net assets through
adequale asset diversification. Adjustments are made to target allocations based on an assessment of the impact of economic factors and
market conditions.

QOther Postretirement Benefit Plan Assets

Substantially all assets of the other postretirement benefit plans are invested within life insurance and reserve contracts issued by the
Subsidiaries. The majority of assets are held in separate accounts established by the Subsidiaries. The account values of assets held with
the Subsidiaries ware $71,125 millicn and $1,116 million as of December 31, 2007 and 2006, respectively. The terms of these contracis are
consistent in all material respects with those the Subsidiaries offer to unaffiliated parties that are similarly situated.

The valuation of separate accounis and the investments within such separate accounts invested in by the other postretrement plans
are similar to that described in the preceding section on pension plans.

The following table summarizes the actual and targat weighted-average allocations of other postretirement benefit plan assets within the
separate accounts:

Dacembaer 31,

Weighted Waighted

Average Average

Actual Target
Allocation Allocation

/7 2008 2008
Asset Category

EQUIty SBCUIMUES . . o . oo oo 37% 37% 30%-45%
Fixed MalUities . .« o o o e 58% 57% 45%-70%
Other (Real Estate and Altermative investments) .. ... ... ..o e _ 5% __ 6% 0%-10%

TOMBL e e 100% 100%

Target allocations of assets are determinad with the objective of maximizing returns and minimizing volatifity of net assets through
adequate asset diversification. Adjustments are made to targat allocations based on an assessment of the impact of economic factors and
market conditions.

Funding and Cash Flows of Pension and Other Postretirement Benefit Plan Obligations

Pension Plan Obligations

It is the Subsidiaries’ practice to make contributions to the qualified pension plans Lo comply with minimum funding requirements of
ERISA, as amanded. In accordance with such practice, ne contributions were required for the years ended December 31, 2007 or 2006.
No contributions will be required for 2008. The Subsidiaries did not make any discretionary contributions to the qualified pension plans
during the year endad December 31, 2007. Curing the year ended December 31, 2008, the Subsidiaries made discretionary contributions
of $350 million. The Subsidiaries expect to make additional giscretionary contributions of $150 million in 2008,

Benefit payments due under the non-qualified pension plans are funded from the Subsidiaries’ general assets as they become due
under the provision of the plans. These payments tctaled $50 million and $38 million for the years ended December 31, 2007 and 20086,
respectively. These bensafit payments are expacted to be at approximately the same level in 2008.

Gross pensicn benefit payments for the next ten years, which raflect expected future service as appropriate, are expected to be as
follows:

Pansion

Benefits

(In millions})

DO0B . . o e % 360
D00 . . o e e $ 373
D010, o o o e e e % 383
L T R T T T T $ 397
70 1~ $ 413
BO1- 2077 e e e e $2.288

QOther Postratirarnent Benefit Plan Cbligations

Other postretirement benefits represent a non-vested, non-guaranteed obligation of the Subsidiaries and current reguiations do not
require specific funding levels for these benefits, While the Subsidiaries have funded such plans in advance, it has been the Subsidiaries’
praciice 1o primarily use their general assets, net of pariicipants’ contributions, 1o pay claims as they come dug in lisu of utihzing pian
assets. Total payments equaled $174 million and $152 millicn for the years ended December 31, 2007 and 2008, respectively.

The Subsidiaries’ expect io make contributions of $116 million, nat of participants’ contributions, towards the other postetirement plan
obligations in 2008. As noled previously, the Subsiciaries expect 10 receive subsidies under the Prescription Drug Act to partialiy ofiset
such payments.
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Gross other postretirement benefit payments for the next ten years, which reflect expected {uture service where appropriate, and gross
subsidies to be received under the Prescrintion Drug Act are expected 10 be as follows:

Prescription
Gross Drug Subsidies Nat

{tn milllons})
2008 . e $116 $(14) $102
2000 . e $120 % (15} $105
2.2 F124 T (18} 3109
b~ T $128 % (18) $113
b2 1 R $132 % (17} $i15
P03 2007 e $713 $(100) $613

Insolvency Assessments

Most of the jurisdictions in which the Company is admitted to transact business require insurers doing business within the jurisdiction to
participate in guaranty associations, which are organized to pay contractual benefits owed pursuant to insurance policies issued by
impaired, insclvent or failed insurers. These associations levy assessments, up 1o prescribed limits, on all member insurers in a particular
state on the basis of the proportionate share of the premiums written by member insurers in the lines of business in which the impaired,
insclvent or failed insurer engaged. Some states permit membaer insurars to recover assessments paid through full or partial premium tax
offsets. Assets and liabilities held for insolvency assessments are as follows:

Dacember 31,

20072006
{in milllons)
Qther Assets:
Premium iax offset for future undiscountad 8SSBSSIMBNIS . . . v o o . v vt v v e $40 $45
Premium tax offsets currently available for paid assessments. . . . .. .. ... . o oL 5] 7
Receivable for reimbursement of paid assessments{l) . . . .. .. .. . o 7 LO
$53 862
Liability:
INSOIVENCY ASSEESIMENTS . . . . . .. . .. $74 530

(1) The Company holds a receivable from the seller of a prior acquisition in accordance with the purchase agreement.
Assessments levied against the Company were {$1) milion, $2 million and $4 million for the years ended December 31, 2007, 2006 and
2005, respectively.

Effects of Inflation
The Company does not believe that inflation has had a material effect on its consolidated results of operations, except insofar as
inflation may affect interest rates.

Adoption of New Accounting Pronouncements

income Taxes

Effective January 1, 2007, the Company adopted FIN 48, FIN 48 clarifies the accounting for uncertainty in income tax recognized in a
company's financial statements, FIN 48 requires companies to determine whether it is “more likely than not” that a tax position will be
sustainad upon examination by the appropriate 1axing authorities befors any part of the benefit can be recorded in the financial statements.
it also provides guidance on the recognition, measurement, and classification of income tax uncertainties. along with any related interest
and penalties. Previously recorded income tax benafits that no longer meet this standard are required 10 be charged 1o earnings in the
period that such determination is made.

As a result of the implementation of FIN 48, the Company recognized a $52 million increase in the liability for unrecognized tax benefits,
a $4 million decrease in the interest liability for unrecognized 1ax benefits, and a corresponding reduction to the January 1, 2007 balance of
retaingd earnings of $37 million, net of $11 million of minority interest.

insurance Contracts

Effective January 1, 2007, the Company adopied SOP 05-1, Accounting by Insurance Enterprises for Deferred Acquisition Costs in
Connaction with Modifications or Exchanges of Insurance Contracts. SOP 05-1 which provides guidance on accounting by insurance
enterprises for DAC on internal replacements of insurance and investment contracts other than those specifically described in SFAS
No. §7. Accounting and Reporting by insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and Losses from
the Sale of Investments. SOP 05-1 defines an internal replacement and is effective for internal replacements occurring in fiscal years
beginning after December 15, 2008. In addition, in February 2007, the American Institule of Certified Public Accountants {*AICPA’} issued
related Technical Practice Aids {"TPAs"} to provide further clarification of SOP 05-1. The TPAs became effective concurrently with the
adoption of SOP 05-1.

As a result of the adoption of SOP 05-1 and the related TPAs, if an iniernal reglacement medification substantially changes a contract,
then the DAC Is written off immediately through income and any new deferrable costs associated with the new replacement are deferred. if
a contract maodification does not substantially change the contract, the DAC amortization on the original contract will continue and any
acquisition costs associated with the related modification are immediately expensed.

Tre adoption of SOP 05-1 and the related TPAs rasulted in a reduction to DAC and VOBA on January 1, 2007 and an accelaration of the
amortization pariod relating primarily to the Company's group life and health insurance contracts that contain certain rate reset provisions.
Prior to the adoption of SCP 05-1, DAC on such contracts was amortized over the expected renewable life of the contract. Upon adoption
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of SOP 05-1, DAGC on such contracts is to be amortized over the rate reset period. The impact as of January 1, 2007 was a cumulative
affect adjiustment of $202 milfion, net of income tax of $161 million, which was recorded as a raduction to retained gamings.

Defined Benefit and Other Postretirernent Plans

Effective Dacember 31, 2006, the Company acopted SFAS 158, The pronouncemenit revises financial reporting standards for defined
penefit pensicn and other postretirement plans by reguiring the:

i) recognition in the statement of financial position of the funded status of defined benefit plans measured as the difference
hetween the fair value of plan assets and the benefit obligation, which is the projected benefit obligation for pension plans
and the accumulated postretirement benefit obligation for other postretirement plans;

(il recognition as an adjustment to accumulated other comprehensive income {loss), net of income tax, those amounts of
actuarial gains and losses, prior service costs and credits, and net asset or cbligation at transition that have not yet been
included in net periodic benefit costs as of the end of the year of adoption;

(il recognition of subsequent changes in funded status as a compongnt of other comprehensive income;

(v measurement of benefit plan assets and obligations as of the date of the statement of financial position; and

v) disclosure of additional information about the effects on the employer's statement of financial position.

The adoption of SFAS 158 resulted in a reduction of $744 milion, net of income tax, to accumulated other comprehensive income,
which is included as a component of total consoclidated stockholders' equity. As the Company's measurement ¢ate for its pension and
other postretirement benefit plans is already December 31 there was no impact of adoption due to changes in measurement date. See also
“Summary of Critical Accounting Estimates.”

Stock Compensation Plans

As described previously, effective January 1, 2008, the Company adopted SFAS 1230 including supplemental application guidance
issued oy the SEC in Staff Accounting Bulletin ("SAB") No. 107, Share-Based Payment ("SAB 107" — using the modified prospective
transition method. In accordance with the modified prospective trangiticn method, results for prior periods have not been restated.
SFAS 123(r) requires that the cost of all stock-based transactions be measured at fair value and recognized over the period during which &
grantee is required to provide goods or services in exchange for the award. The Company had previously adopted the fair value method of
accounting for stock-based awards as prescribed by SFAS No. 123, Accounting for Stock-Based Compensation ("SFAS 123" on a
prospective basis effective January 1, 2003, and prior to January 1, 2003, accounted for its stock-based awards to employess under the
intrinsic value method prescribed by APB 25, The Company did not modify the substantiva terms of any existing awards prior to adoption of
SFAS 123(1).

Under the modifisd prospective transition method, compensation expense recognized during the vear ended December 31, 2008
includes: (a) compensation expense for all stock-based awards granted prior te, but not yet vested as of January 1. 2006, based on the
grant date fair value estimated in accordance with the original provisions of SFAS 128, and (b) compansation axpense for all stock-based
awards granted beginning January 1, 2006, based on the grant date fair value estimated in accordance with the provisions of SFAS 123(r).

The adoption of SFAS 123(r} did not have a significant impact on the Company's financial position or resuits of operations as all stock-
baced awards accounted for under the intrinsic value method prescribed by APB 25 had vested prior to the adoption date and the
Company had adopted the fair value recognition provisions of SFAS 123 on January 1, 2003.

SEAS 123 allowed forfeitures of stock-based awards to be recognized as a reduction of compensation expense in the period In which
the forfeiture ocourrad. Upon adoption of SFAS 123(r), the Company changed its policy and now incorporates an estimate of future
iarfeitures into the determination of compensation expense when recognizing expense cver the requisite service period. The impact of this
change in accounting policy was not significant to the Company's financial position or results of operations as of the date of adoption.

Additionally, for awards granted after adoption, the Company changed its policy from recognizing expense for stock-based awards over
the requisite service period to recognizing such expense over the shorter of the requisite service period or the period to attainment of
retirement-eligibility.

Prior to the adoption of SFAS 123(r}, the Company presented tax benefits of deductions resulting from the exercise of stock options ’
within operating cash flows in the consolidated statements of cash flows, SFAS 123{r) requires tax benefits resulting from tax deductions in
excess of the compensation cost recognized for those options be classified and reported as a financing cash inflow upon adoption of
SFAS 123(n.

Derivative Financial Instruments

The Company has adopted guidance relating to derivative financial instruments as foilows:

s Effective January 1, 2006, the Company adopted prospectively SFAS MNo. 155, Accounting for Certain Hybrid Instruments
{("SFAS 1557). SFAS 155 amends SFAS No. 133, Accounting for Derivative Instruments and Hedging ("SFAS 133") and SFAS No. 140,
Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabiiities ("SFASZ 140", SFAS 155 allows financial
instruments that have embedded derlvatives to be accounted for as a whole, eliminating the need to bifurcate the derivative from its
host, if the holder elects to account for the whole instrument on a fair value basis. In addition, among other changes, SFAS 155:

(i) clarifies which interest-only strips and principal-only strips are not subject to the requiremants of SFAS 133,

(i) establishes a requirement to evaluate interests in securitized financial assets to identify interests that are freestanding
derivatives or that are hybrid financial instruments that centain an embedded derivative requiring bifurcation;
clarifies that concentrations of credit risk in the form of subcrdination are not embedded derivatives: and
amends SFAS 140 tc eliminate the prohibition on a qualifying special-purpose entity ("QSPE") from helding a derivative financial
instrument that pertains to a beneficial interest other than another derivative financial interest,

The adoption of SFAS 155 did not have a material impact on the Company's consolidated financial statements.

¢ Effective October 1, 2008, the Company adopted SFAS 133 implementation Issug No. R40, Embedded Dearivatives: Application of
Paragraph 13(b) to Securitized Interests in Prepayable Financial Assets {“lssus B40", Issue B40 clarifies that a securitized interest in
prepayable financial assats is not subject to the conditions in paragraph 13(b) of SFAS 133, if it meats both of the following criteria:
(il the right to accelerate the settlement if the securitized interast cannot be controlled by the investor; and (i) the securitized interest
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itself dogs not contain an embedded derivative {including an interest rate-related derivative) for which bifurcation would be required
other than an embedded derivative that results solely from the embedded call options in the underlying financial assets. The adoption
of Issue B40 did not have a material impact on the Company's consolidated financial statements.
¢ Effective January 1, 2008, the Company adoptad prospectively SFAS 133 Implementation Issue No. B38, Embedded Derivatives:
. Evaluation of Net Ssttiement with Respect to the Settierment of @ Debt Instrument through Exercise of an Embedded Put Option or Call
Option {“lssue B38") and SFAS 133 Implementation Issue No. B39, Embedded Derivatives: Appiication of Paragraph 13(b) to Call
Options That Are Fxercisable Only by the Debtor ("lssue B39"). Issue B38 clarifies that the potential settlement of a debtor’s obligation
to a creditor occurring upcn exercise of a put or call option mests the net settlement criteria of SFAS 133. Issue B3S clarifies that an
embedded call opticn, in which the underlying is an interest rate or interest rate index, that can accelerate the settlement of a debt
host financial instrument should not be bifurcated and fair valuaed if the right to accelerate the settlement can be exercised only by the
debtor (issuer/borrower) and the investor will recover substantially all of its initial net investment. The adoption of issues B38 and B39
did not have a material impact on the Company's consolidated financial statements.

Other

Effective January 1, 2007, the Company adopted FASE Staff Position (“FSP") Emerging lssues Task Force {("EITF") 00-18-2, Accounting
for Registration Payment Arrangements (“FSP £ITF 00-18-2"). FSP EITF 00-19-2 specifies that the contingent obligation to make future
payments or otherwise fransfer consideration under a registraticn payment arrangement should be separately recognized and measured in
accordance with SFAS No. 5, Accounting for Contingencies. The adoption of FSP EITF 00-18-2 did not have an impact on the Company's
consolidated financial statements.

Effective January 1, 2007, the Company adopted FSP No. FAS 13-2, Accounting for a Change or Projected Change !n the Timing of
Cash Flows Relating to income Taxes Generated by a Leveraged Lease Transaction ("FSP 13-27}. FSP 13-2 amends SFAS No. 13,
Accounting for Leases, to require that a lessor review the projected timing of income tax cash flows generated by a leveraged lease
annuaily or more frequently if events or circumstances indicate that a change in timing has occurred or is projected to occur, In addition,
FSP 13-2 requires that the change in the net investment balance resulting from the recalculation be recpgnized as a gain or loss from
continuing operations in the same line item in which leveraged laase income is recognized in the year in which the assumption is changed.
The adoption of FSP 13-2 did not have a material impact on the Company's consolidated financial statements.

Effective January 1, 2007, the Company adopted SFAS No. 158, Accounting for Servicing of Financial Assels — an amendment of
FASB Statement Na. 140 ("SFAS 1567, Among other requirements, SFAS 156 requires an entity 1o recognize a servicing assel or servicing
liability sach time it undertakes an obligation to service a financial asset by entering into a servicing contract in certain situations. The
adoption of SFAS 1586 did not have an impact on the Company's consolidated financial statements.

Effective November 15, 2006, the Company adopted SAB No. 108, Considering the Effects of Prior Year Misstatements when
Quantifying Misstatements in Current Year Financial Statements ("SAB 108"}, SAB 108 provides guidance on how prior year misstatements
should be considered when quantifying misstatements in current vear financial statements for purposes of assessing materiality. SAB 108
requires that registrants guantify errcrs using both a balance sheet and income statement appreach and evaluate whather either approach
results in quantifying a misstatement that, when rglevant quantitative and qualitative factors are considered, is material, SAB 108 pearmits
companies to initially apply its provisions by either restating prior financial statements or recording a cumulative effect adjustment to the
carrying values of assats and liabilities as of January 1, 2006 with an offsetting adjustment to retained earnings for errors that were
previously desmed immaterial but are material under the guidance in SAB 108. The adoption of SAB 108 did not have a material impact on
the Company's consolidated financial statements. .

Effective January 1, 2008, the Company adopted prospectively EITF Issue No. 05-7, Accounting for Modifications to Conversion
Options Embedded in Debt instruments and Related Issues ("EITF 05-77), EITF 05-7 provides guidance on whether a modification of
conversion options embedded in debt results in an extinguishment of that debt. In certain situations, companies may change the terms of
an embedded convearsion option as part of a debt modification. The EITF concluded that the change in the fair value of an embedded
conversion option upon modification should be included in the analysis of EITF Issue No. 96-19, Debtor's Accounting for a Modification or
Exchange of Debt Instruments, to determine whether a modification or extinguishment has cccurred and that a ¢hange in the fair value of a
conversion option should be recognized upon the modification as a discount (or premium) associated with the debt, and an increase (or
decrease) in additional paid-in capital. The adoption of EITF 05-7 did not have a material impact on the Company's consoclidated financial
statements.

Effective January 1, 2008, the Company adopted EITF Issua No. 05-8, Income Tax Conseguences of Issuing Convertible Debt with a
Beneficial Conversion Feature {"EITF 056-8"), EITF 05-8 concludes that: (i) the Issuance of convertible debt with a beneficial conversion
feature results in a basis difference that shouid be accounted for as a temporary difference; and (i) the establishment of the deterred tax
liability for the basis difference showld result in an adjustment to additional paid-in capital. EITF 05-8 was applied retrospectively for all
instruments with a beneglicial conversion feature accounted for in accordance with EITF issue No. 98-5, Accounting for Convertible
Securities with Beneficial Conversion Fealures or Contingently Adjustable Conversion Ratios, and EITF Issue No. 00-27, Application of
lssue No. 98-5 to Cerlain Convertible Instruments. The adoption of EITF 05-8 did not have a material impact on the Company's
consolidated financial statements.

Effective January 1, 2008, the Company adopted SFAS No. 184, Accounting Changes and Error Corractions, a replacement of AFB
Opinion No. 20 and FASB Statement No. 3 {'SFAS 154", SFAS 154 requires retrospective application to prier periods’ financial statements
for a voluntary change in accounting principle unless it is deemed impracticéb\e. It also requires that & change in the method of
deprectation, amortization, or depletion for long-lived, non-financial assets be accounted for as a change in accounting estimate rather
than a ¢change in accounting principle. The adoption of SFAS 154 did not have a material impact on the Company's consolidated financial
statements.

In June 2005, the EITF reached consensus on Issue No. 04-5, Determining Whether a General Partner, or the General Partners as a
Group, Controls a Limited Partnership or Simitar Entity When the Limited Partners Have Certain Rights (“EITF 04-5"}. EITF 04-5 provides a
framework for determining whether a general partner controls and should consclidate a limited partnership or a similar entity in light of
certain rights held by the limited partners. The consensus also provides additional guidance on substantive rights. EITF 04-5 was effective
after June 29, 2005 for all newly formed partnerships and for any pre-existing limited partnerships that modified their partnership
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agreements aiter that date. For all other limited partnerships, EITF 04-5 required adoption by January 1, 2008 through a cumulative effect
of a change in accounting principle recorded in opening equity or applied retrospectively by adjusting prior period financial statements. The
adoption of the provisions of EITF 04-5 did not have a material impact on the Company's consolidated financial statements.

Effactive November @, 2008, the Company prospectively adopted the guidance in FSP No. FAS 140-2. Clarification of the Application of
Paragraphs 4G(b) and 40(c) of FAS 140 ("FSP 140-27). FSP 140-2 clarified certain criteria relating to derivatives and beneficial interests
when considering whether an entity qualifies as a QSPE. Under FSP 140-2, the criteria must only be met at the date the Q3PE issues
benaficial interesis or when a derivative financial instrument needs to be replaced upon the occurrence of a specified event outside the
control of the transferor, The adoption of FSP 140-2 did not have a material impact on the Company's consolidated financial statements.

Effective July 1, 2005, the Company adopied SFAS No. 153, Exchanges of Norimonatary Assets, an amenoment of AFB Opinion No. 28
{("SFAS 153"). SFAS 153 ameanded pricr guidance to eliminate the exception for nonmonetary exchanges of similar productive assets and
replaced it with a general exception for exchanges of nonmonetary assets that do not have commercial substance. A nonmonegtary
axchange has commercial substance if the future cash flows of the entity are expacted 1o change significantly as a result of the exchangs.
The provisions of SFAS 163 were required to be applied prospectively for fiscal pericds beginning after June 15, 2005, The adoption of
SFAS 153 did not have a material impact on the Company’s consclidated financial statements.

Efiective July 1, 2005, the Company adopted EITF Issue No. 05-8, Determining the Amortization Period for Leasehold improvements
(‘EITF 05-6"). EITF 05-6 provides guidance on determining the amortization period for leasehold improvements acquired in a business
combination or acquired subsequent to lease inception. As required by EITF 05-6, the Company adopted this guidance on & prospective
pasis which had no material impact on the Company’s consclidaied financial statements.

In June 2005, the FASB completed its review of EITF Issus No. 03-1, The Meaning of Other-Than-Temporary Impairment and Its
Application to Certain investments (‘EITF 03-1"). EITF 03-1 provides accounting guidance regarding the determnation of when an
impairment of debt and marketable equity securities and investments acccunted for under the cost method should be considered other-
than-temparary and recognized in income. EITF 03-1 al$o requires certain quantitative and qualitative disclosures for debt and markeiable
equity securities classified as available-for-saie or held-to-maturity undar SFAS No. 118, Accounting for Certain Investiments in Debt and
Fquity Securities, that are impairec at the balance sheet date but for which an other-than-temporary impairmant has not been recognized.
The FASE decided not to provide additional guidance on the meaning of other-than-temporary impairment but has issued FSP Nos.
FAS 115-1 and FAS 124-1, The Meaning of Other-Than-Temporary Impairment and its Application to Cerlain Investments ("FSP 115-17),
which nullifies the accounting guidance on the determination of whether an investment is other-than-temporanly imparred as set forth in
EITE 03-1. As required by FSP 115-1, the Company adopted this guidance on a prospective pasis, which had no material impact on the
Company's consclidated financial statements, and has provided the required disclosures.

In December 2004, the FASB issued FSP No. FAS 1089-2, Accounting and Disclosure Guidance for the Foreign Earnings Repatriation
Provision within the American Johs Creation Act of 2004 ("FSP 109-2"}. The AJCA introduced a one-time dividend received deduction on
the repatriation of certain earnings to a U.S. taxpayer. FSP 109-2 provides companies additional time beyond the linancial reporting period
of enactment to evaluate the effects of the AJCA on their pians to repatriate foreign earnings for purposes of applying SFAS No. 109,
Accounting for income Taxes. During 2005, the Company recorded a $27 million income tax benefit related 10 the repatriation of foreign
earnings pursuant to Internal Revenue Gode Section 955 for which a 1.5 deferred income tax provision had previousiy been recorded. As
of January 1, 2006, the repatriation provision of the AJCA no longer applies to the Company.

Future Adoption of New Accounting Pronouncements

Fair Value

In Septemper 2006, the FASB issued SFAS No, 157, Fair Vaiue Measurements {"SFAS 157"). SFAS 157 defines fair value, establishes a
framework for measuring fair value and requires enhanced disclosures about fair value measurements. Effective January 1, 2008, the
Company adopted SFAS 157 and applied the provisions of the statement prospectively to assets and liabilities measured and disclosed at
fair value. In addition to new disclosure requirements, the adoption of SFAS 157 changes the valuation of certain freestianding derivatives
by moving from a mid 1o did pricing convention as wel as changing 1he vaiuation of embedded derivatives asscciated with annuity
contracts. The change in valuation of embedded derivatives associated with annuity contracts results from the incorporation of risk margins
and the Company’s own credit standing in their valuation. While the Company does not expect such changes in valuation to have a material
impact cn the Company's financial statemenis at January 1, 2008, the addition of risk margins and the Cornpany's own credit spread in the
valuation of embadded derivatives associated with annuity contracts may result in significant volatility in the Company’s consclidated net
income.

In February 2007, the FASE issusd SFAS No. 168, The Fair Value Option for Financial Assets and Financia! Liabiiities ("SFAS 158"),
SFAS 159 parmits eniities the option to measure most financial instruments and certain other items at fair value at specified alection dates
and to report related unrealized gains and losses in earnings. The fair value option is generally applied on an instrument-by-instrument
basis and is generally an irrevocable election. Effective January 1, 2008, the Gompany has elected the fair vaiue option on fixed maturity
securities backing certain pension products soid in Brazil. Previously, these fixed maturlty securitigs were accounted for as available-for-
sale securilies in accordance with FAS 115, The Company's insurance joint venture in Japan also elected the fair value option for its single
premiumn deferred annuities and supporting assets. These elections are not expecied to have a matgsial impact on the Company’s retained
earnings or equity as of January 1, 2008,

In June 2007, the AIGPA issued SOP 07-1, Clarification of the Scope of the Audit and Accounting Guide investrment Comparies and
Accounting by Parent Companies and Equity Method Investors for Investments in Investment Companies ("SOP 07-1" . Upon adoption of
SOP 07-1, the Company must also adept the provisions ot FASB Staff Posilion No. FSP FIN 46(r)-7. Application of FASB Interpretation
No. 46 to Investment Companies (‘FSP FIN 46(r)-7"), which permanently exempts investment Companies from applying the provisions of
FIN No. 46(1), Consclidation of Variable Interest Fntilies — An interpretation of Accounting Research Bulletin No. 57, and its December
2003 ravision (“FIN 46(r)") to investments carried at fair value. SOP 07-1 provides guidance for determining whether an entity falls within the
scopz of the AICPA Audit and Accounting Guide Investment Companies and whether investment company accounting should be retained
by a parent company upon consolidation of an investment company subsidiary or by an equity method investor in an investment company.
In certain circumstances, SOP 07-1 precludes retention of specialized aceounting for investment companias (i.e., fair value accounting),
when similar direct investments axist in the consolidated group and are measured on a basis inconsistent with that applied to investment

MatLife, Inc. 69




companies. Additionally, SOP 07-1 precludes retention of specialized accounting for investrnent companies if the reporting entity does not
distinguish through documented policies the nature and type of investments tc be held in the investment companies from those made in
the consolidated group where other accounting guidance is being applied. In February 2008, the FASBE issued FSP No. SOP 7-1-1,
Effective Date of AICFA Statement of Position 07-1, which delays indefinitely the effective date of SOP 07-1. The Company is closely
monitoring further FASB developments.

In May 2007, the FASE issued FSP No. FIN 38-1, Amendment of FASB interpretation No. 39 ("FSF 38-1%). FSP 39-1 amends FiN No. 38,
Offsetting of Amournits Related to Certain Contracts (*FIN 397, 1o permit a reporting entity to offset fair value amcunts recognized for the
right to reclaim cash collateral {a receivabie) or the obligation to return cash collateral (a payabls) against fair value amounts recognized for
derivative instruments executed with the same counterparty under the same master netting arrangement that have been offset in
accordance with FIN 39, FSP 39-1 also amands FIN 39 for certain terminology modifications. FSP 39-1 applies o fiscal years beginning
after November 15, 2007. FSP 39-1 will be applied retrospectively, unless it is impracticable o do so. Upon adoption of FSP 39-1, the
.Company is permitted to change its accounting pelicy to offset or not offset fair value amounts recognized tor derivative instruments under
master netting arrangements. The adoption of FSP 38-1 will not have an impact on the Company's financial statements.

Business Combinations

In December 2007, the FASB issued SFAS No. 141 {revised 2007}, Business Combinations — A Replacement of FASB Statement
No. 1471 ("SFAS 141{n") and SFAS No. 160, Noncontrofling Interests in Consolidated Financial Statements — An Amendment of ARB
No. 51 ("SFAS 160°) which are effective for fiscal years beginning after December 15, 2008, Under SFAS 141(r) and SFAS 160

* Al business combinaticns (whether full, partial, or "step” acquisitions) result in all assels and liabilities of an acguired business being

recorded at fair value, with timited exceptions.

» Acquisition costs are generally expensed as incurred; restructuring costs associated with a business combination are generally

expensed as incurred subsequent to the acquisition date.

» The fair value of the purchase price. including the issuance of equity securities, is determined on the acquisition date.

¢ Certain acquired contingent liabilities are recorded at fair value at the acquisition date and subseguently measured at either the higher

of such amount cor the amount determined under existing guidance for non-acquired contingencies.

* Changes in deferred tax asset valuation allowances and income tax uncertainties after the acquisition date generally affect income

tax expense.

¢ Noncontrolling interests {formerly known as "minority interests”) are valued at fair value at the acquisition date and are presented as

equity rather than liabilities. .

* When control is attained on previcusly noncontrolling interests, the previously held eguity interests are remeasured at fair value and a

gain or {0ss s recognized.

* Purchases or sales of equity interests that do not result in a change in control are accounted for as equity transactions.

e When contro! is fost in a partial disposition, realized gains ¢r losses are recerded on equity ownership sold and the remaining

ownership interest is remeasured and holding gains or losses are recognized.

The prencuncements are effective for fiscal years beginning on or after December 15, 2008 and apply prospectively 1o business
combinations. Prasentation and disclosure requirements related to noncontrolling interests must be retrospectively applied. The Company
is currently evaluating the impact of SFAS 141(r) on its accounting for future acquisitions and the impact of SFAS 160 on its consolidated
financial statements,

Other

In February 2008, the FASB issuad FSP No. FAS 140-3, Accounting for Transfers of Financial Assets and Repurchase Financing
Transactions (*FSP 140-37). FSP 140-3 provides guidance for evaluating whether 10 account for a transfer of a financial asset and
repurchase financing as a single transaction or as two separate transactions. FSP 140-3 is effective prospectively for financial statements
issued for fiscal years beginning after November 15, 2008. The Company is currently evaluating the impact of FSP FAS 140-3 on its
consclidated financial statements.

In January 2008, the FASB cleared SFAS 133 Implementation Issue E23, Clarification of the Application of the Shortcut Method {"lssue
E237). Issue E23 amends SFAS 133 by permitting interest rate swaps to have a non-zero fair value at inception, as long as the difference
between the transaction price (zero) and the fair value (exit price), as defined by SFAS 157, is solely attributable to a bid-ask spread. In
addition, entities wouid not be precluded from assuming no ineffectiveness in a hedging relationship of interast rate risk involving an
interest bearing asset or liability in situations where the hedged item is not recognized for accounting purposes until settlement date as long
as the period between trade date and settlement date of the hedged item is consistent with generally established conventions in the
marketplace. Issue E23 is effective for hedging relationships daesignated on or after January 1, 2008. The Company does not expect the
adoption of Issue E23 to have a material impact on its consolidated financial statements.

In December 2007, the FASB ratified as final the consensus on EITF Issue Ne. 07-8, Accounting for the Sale of Real Estate When the
Agreament includes a Buy-Sell Clause (“EITF O7-6"). EITF 07-6 addresses whether the existence of a buy-sell arrangement would preclude
partial sales treatmenl when reai estaie is sold to a jointly owned entity, The consensus concludes that the existence of a buy-sell clause
does not necessarily preclude partial sale treatment under current guidance. EITF {7-6 applies prospectively to new arrangements entered
into and assessments on existing iransactions performed in fiscal years beginning after December 15, 2008, The Company does not
expect the adoption of £ITF 07-56 to have a material impact on its consolidated financial statements.

In November 2007, the SEC issued SAB No. 109, Written Loan Commitments Racorded at Fair Value through Earnings ("SAB 1087),
which amends SAB No. 105, Application of Accounting Principies to Loan Commitments. SAB 109 provides guidance on: (i} incorporating
expected net future cash flows when relaied to the associated servicing of a loan when measuring fair value; and (i) broadening the SEC
slaff's view that internally-developed intangible assets should not be recorded as part of the fair value of a derivative loan commitment or to
written ioan commitments that are accounted for at fair value through earnings. Internally-developed intangible assets are not considered a
component of the related instruments. SAB 109 is effective for derivative loan commitments issued or modified in fiscal quarters beginning
after December 15, 2007. The adoption of SAB 109 will not have an impact on the Company's consolidated financial statements.
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Investments

The Company’s primary investment objective is to optimize, net of income tax, risk-adjusted investment income and risk-adjusted total
return while ensuring that assets and liabilities are managed on a cash flow and duration basis. The Company is exposed to three primary
sources of investment risk:

« creditrisk, relating 1o the uncertainty associated with the continued abifity of a given obligor to make timety payments of principal and

interest,

« interest rate risk, relating to the market price and cash flow variability associated with changes in market interest rates; and

¢ markat valuation risk.

The Company manages risk through in-house fundamental analysis of the uriderlying obligors, issuers, transaction structures and real
astate properties. The Company alsc manages credit risk and market valuation risk through industry and issuer diversification and asset
allocation. For real estate and agricultural assets, the Company manages credit risk and markat valuation risk through geographic, property
lype and product type diversification and asset allocation. The Company manages interest rate risk as part of its asset and liability
management strategies; product design, such as the use of market value adjustment features and surrender charges; and proactive
monitoring and managemant of certain non-guaranteed elements of its products, such as the resetting of credited interest and dividend
rates for policies that permit such adjustments. The Company also uses certain derivative instruments in the management of credit and
intergst rate risks,

Metlife. Inc.




Composition of Investment Portfolio Results
The following table illustrates the net investment income, net investment gains (losses), annualized yields on average ending assets and

ending carrying value for each of the components of the Company's investment portfolio at:
December 31,

2007 2006 2005
{In millions)

FIXED MATURITY SECURITIES

VIBI) . 6.34% 8.16% 5.41%
Investment incomel2). . . . . . L e e $ 12,882 F 11,977 % 10,351
INvastmant gains (JOSSES) . . . . . e $ ®22) $ (11200 $&  (868)
Ending carrying valuel2) . . . . . e $243,021  $242,687  $229,303
MORTGAGE AND CONSUMER LOANS

7= Lo 5 6.55% 8.60% 6.81%
Investment Income(3). . . . . . . e $ 2,701 & 2417 F 2,236
INVESIMENT GAINS {IOSSES) « -+ - o o et e e e e 3 2 8% 8 3 i7
Ending carmving value . . . . $ 47,030 $§ 42,239 B 37,190
REAL ESTATE AND REAL ESTATE JOINT VENTURES(4)

1= 1 10.28% 11.55% 10.59%
IMvestment iNCOME . . . . . . e $ 607 & 549 % 467
INvestment gains (0SSES8) - o v e e $ 5 % 48988 & 2,139
Ending carrying value . .. .. L e $ 6760 § 4,986 & 4,665
POLICY LOANS

YiRld{). . e e 8.21% £ 99% 5.00%
INvaestment iNCOME . . . . $ 637 % 803 % 572
Ending carrying value . . . . . L $ 10,415 $ 10,228 § 6,081
EQUITY SECURITIES AND OTHER LIMITED PARTNERSHIP INTERESTS

1= (T 15.59% 14,90% 12.83%
INvestment INCOME . . . . e $ 1,567 % 1067 B 798
Imvestment gains (I08Sa8) . . . . . e 3 180 % 85 & 159
Ending carrying value . .. ... . $ 12205 $ 6,876 § 7.614
CASH AND SHORT-TERM INVESTMENTS

Yield( ). o e e e A4.74% 551% 3.66%
INvestment INCOME . . . . . 3 437 % 442 % 382
Investment gains {losses) . . . ... L e 5 3 3 2 % 2
Ending carrying value . . . . . . . . e $13,0186 $ 98168 $§ 7,324
OTHER INVESTED ASSETS(5)

Yield(1) . . e e 85.88% 9.60% 8.86%
IMVESTMENT INCOME . . . . . e e 3 837 & 821 8 570
Investment gains {l0S8eS) . . . . . . F ®B27 $ (736 & 508
Ending carrying value . ... .. . $ 12,842 $ 10,428 & B,078
TOTAL INVESTMENTS

Gross investment income vield(T) . .. ... o 6.81% 6.62% £.66%
Investment fees and expenses yield . . . . ... L oo (0.15)% (0.15)% (0.15)%
NET INVESTMENT INCOME YIELD ... . .. ... ... . ..... ... ..... ... 6.66% 6.47% 5.51%
Gross Mvestment iNCOME . . . . . . e e $ 19718 3 17,870 & 15,356
lnvestment fees and eXpensSes. . . .« .. o e L {440) (404} (339)
NET INVESTMENT INCOME . . . ... ... . .. ... . . ...... . . ... .., $ 19,278 § 17466 & 15017
Ending camying valug . ... . .. $345,102  $330,2568 $304.155
Gross INvestmeant QaINS . . . . . . .o e $ 1,440 § 5,754 F 3,340
Gross investment [0SSBS . . . . . . e (1,765) (2,038) (1.578)
WHLBHGWOS © + o o o oo e e e (148) (136) 1186)
Subtotal e 3 473y % 3,582 3 1,848
Derivative and other instruments not qualifying for hedge accounting . . . . . . ... {534) {465} 307
INVESTMENT GAINS (LOSSES) . . . . . ... ... .. ... . . .. $ (1,007 F 3117 F 1,953
Minority interest — investment gains (losses) . .. . . .. L oo 33 — (9)
Investment gains (fosses) tax benefit {provision). ... ... ... o0 L 326 (1,114) (681)
INVESTMENT GAINS {LOSSES), NET OF INCOMETAX .. . ... ... ... . $ (48 F 2,003 § 1,263

(1] Yields are based on quarterly average asset carrying vaiues, exciuding recognized and unrealized investment gains (lossss), and for yield
calculation purposes, average assets exclude collateral associated with the Company's securities lending program.

(2) Fixed maturity securities include $779 million, $759 million and $825 million in ending carrying value related to trading securities at
December 31, 2007, 2006 and 20083, raspactively, Fixed maturity securitiss include $50 mitlion, $71 million and $14 million of investment
income related to traging securities for the years ended December 31, 2007, 2006 and 2005, respectively.

{3} Investment income from maortgage and consumer loans includes prepayment fees.
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{4) Included in investment income from real estate and real estate joint venturas is $16 million, $84 million and $162 million related to
discontinued operations for the years ended December 31, 2007, 2006 and 2005, respectively. Included in investment gains (losses)
from real estate and real estate joint ventures is $13 million, $4.8 billion and $2.1 illion of gains related to discontinued cperations for the
years ended December 31, 2007, 2006 and 2008, respectively.

Includad in investment income from other invested assets are scheduled periodic settierment payments on derlvative instruments that do
not qualify for hedge accounting under SFAS No. 133, Accounting for Derivative insiniments and Hedging, of 256 million, $280 miltion
and $99 milion for the years endad December 31, 2007, 2006 and 2005, respectively. These amounts are excluded from investment
gains {losses). Additionally, axcluded from investment gaing (losses) is $26 million, $6 million and {313} million for the years ended
December 31, 2007, 2006 and 2005, respectively, related to settlemant payments on derivatives used to hedge interest rate and
currency risk on policyholders account balances that do not qualify for hedge accounting. Such amounts are included within interest
credited 10 policyholders account balances.

5

Fixed Maturity and Equity Securities Available-for-Sale

Fixed maturity securities consisted principally obpublicly traded and privately placed debt securilies, and represented 70% and 73% of
total cash and invested assets at December 31, 2007 and 2008, respectively. Based on estimated fair value, public fixed maturity
securities represented $2085.4 billion, or 85%, and $209.2 billion, or 86%, of total fixed maturity securities at December 31, 2007 and
P0G, respectively. Based on estimated fair value, private fixed maturity securities represented $36.8 billion, or 15%, and $32.7 billion, or
14%, of total fixed maturity securities at December 31, 2007 and 2006, respectively.

In cases where quoted market prices are not available, fair values are estimated using prasent value or valuation techniques. The fair
value estimaies are made at a specific point in time, based on available market information and judgments about the iinancial instruments,
including estimates of the timing and amounts of expected future cash flows and the credit standing of the issuer or counterparty. Factors
considered in estimating fair value include: coupon rate, maturity, estimated duration, call provisions, sinking fund reguirements, credit
rating, industry sector of the issuer and quoted market prices of comparable securities.

The Saecurities Valuation Office of the NAIC evaluates the fixed maturity investments of insurers for regulatory reporting purposes and
assigns securities to one of six investmeant categories called “NAIC designations.” Tre NAIC ratings are similar 10 the rating agency
designations of the Nationally Recognized Statistical Rating Organizations ("NRSRCs") for marketable bonds. NAIC ratings 1 and 2 include
bonds generally considered investmant grade (ratec “Baad" or higher by Moody's, or rated "BBB-" or higher by Standard & Poor’s {("S&P7)
ang Fitch Ratings Insurance Group (*Fitch™), by such rating organizations. NAIC ratings 3 through 6 include bonds gensarally considered
below investiment grade {rated "Bal” or lower by Moody's, or rated “BB+" or lower by S8P and Fitch).

The following table presents the Company's total fixed maturity securiiies by NRSRC designation and the equivalent ratings of the NAIC,
as well as the percentage, based on estimated fair value, that each designation is comprised of at:

Dscember 31, 2007 Decembaer 31, 2008
Cost or Costor
NAIC Amortized Estimated % of Amortized Estimated % of
Rating Rating Agency Dasignation(1) Cost Fair Vatue Total Cost Fair Vaiue Total
_— {In millions}
1 AaasAarh ... $172,711 $175,651 72.5% $174,430 $177,969 73.6%
2 Baa . ... e 48,265 48,914 20.2 45,897 46,881 19.4
3 Ba. . 10,676 10,738 4.4 9,332 G, 738 4.0
4 B e 6,632 6,481 2.7 6,814 7,030 2.9
5 Cagandlower . ... ... o e 478 445 0.2 283 294 0.1
6 Inorneardefault ... ... o 1 13 — 12 16 —
Total fixed maturity securities. . .. ... . .. $238,761 $242,242 100.0% 236,768 $241,828  100.0%

(1) Amounts presented are based on rating agency designations. Comparisons between NAIC ratings and rating agency designations are
published by the NAIC. The rating agency designations are based on avallability and the midpoint of the applicable ratings among
Moody's, S&P and Fitch. if no rating is available from a rating agency, then the MetLife rating is used.

The Company held fixed maturity securities at estimated fair values that were Delow investment grade or not rated by an independent
rating agency that totaled $17.7 billicn and $17.3 billicn at December 31, 2007 and 2008, respectivaly. These securities had net unrealized
gains {losses) of ($108) milion and $627 million at December 31, 2007 and 2008, respectively. Non-income producing fixed maturity
securities were $13 milion and $16 milicn at December 31, 2007 and 2006, respectively. Net unrealized gains associated with non-
income producing fixed maturity securities were $12 million and $4 milion at December 31, 2007 and 2006, respectively.
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The amortized cost and estimated fair value of fixed maturity securities, by contractual matuwrity date (excluding scheduled sinking

funds), are as follows:
December 31,

2007 2008
Amortized Estimated Amaortized Estimated
Cost Fair Vatus Cost Fair Value

. {In millions)

Dueinoneyear 0 leSS . . . . . . . .. $ 45837 & 4628 § 6923 F 7.011
Due after cne year throughfiveyears . . . ... . ... ... ... ... 42,453 43,167 45,331 45,928
Due after five years through tenyears . . ... ... . ... . ... . ... 40,783 41,046 39,571 40,200
Due allerten years. . . . . . .. . 65,496 68,143 63,023 66,728
Subtotal . . . .. 153,268 156,984 154,848 158,867
Mertgage-backed and asset-backed securities .. . ... ... L. 85,492 85,258 81,820 82,081
Total fixed maturity securities . ... ... .. o $238,761 $242,242 $236,768 $241,928

Fixed maturity securities not due at a single maturity date have been included in the above table in the year _of final contractual maturity.
Actual maturities may differ from contractual maturities due to the exercise of prepayment options.
Sales or disposals of fixed maturity and eguity securities classified as available-for-sale are as follows:

Years Ended Dacember 31,

2007 2008 2005
{In millions)

Proceeds . . . . . . $80.685 $89,869 $127.709

Gross investment gains . . . . . .. L $ 831 3 58 % 704

Gross invesSIMENTIOSSES . . . . . . o e $(1,183) $(1,‘583) $ (1,381

Tha following tables present the cost or amortized cost, gross unrealized gain and loss, and estimatad fair value of the Company's fixed
maturity and equity securities, the percentage that each sector represents by the total fixed maturity securities holdings and by the total
equity securities hcldings at:

Deacembaer 31, 2007

amgriges  QrossUmesited  guumawd ot
{In millions)
U.8. corporate securities . . ... ... $ 77,875 $1,725 $2,174 § 77,426 32.0%
Residential mortgage-backed securities. . . ... ... .. ... ... 56,267 611 389 56,486 23.3
Foreign corporate securities . . ... ... ... . o 37,359 1,740 794 38,305 15.8
U.8. Treasury/agency securities. . . .. . ... o 19,771 1,487 13 21,245 8.8
Commercial mortgage-backed securities . . ... ... .. ... L. 17.676 251 199 17,728 7.3
Foreign government securities . .. . ... .. oo 13,635 1,924 188 15,271 5.3
Asset-backed securities . . . ... L 11,548 41 543 11,041 4.6
State and political subdivision securities . . ... ... ... L 4,394 140 115 4,419 1.8
Other fixed maturity securities . . .. . ... . ... .. . 0oL 335 13 30 318 0.1
Total fixed maturity securities . . . . . ... .. . 00 $238,761 $7,932 34,451 §242,242  100.0%
COMMON SIOGK. + . v v v e e e e et e $ 2488 $ 568 $ 108 $ 2,948  48.7%
Non-redeemable preferred stock ... . ... ..o L 3,403 61 362 3,102 51.3
Total equity securities(1) . . . . ... . ... ... .. ... $ 5891 $ 629 $ 470 % 6,050 100.0%
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December 31, 2006

g Smumeaitsd  guned %o
{In milliona)
U.S. corporate S8CUrties . . .. ... $ 74,010 $2,047 $ 983 $ 75074 31.0%
Residential mortgage-backed securities. . ..o 51,802 385 321 51,668 21.4
Foreign corporate securities . . . .o e 33,029 1.687 378 34,338 14.2
U.S. Treasury/agency securities. . ... .. o 29,897 984 248 30,633 12.7
Commercial mortgage-backed securities . ... ... .o 16,467 193 138 16,622 5.8
Foreign government securities . . . ... ... o 11,408 1835 34 13,207 5.4
Asset-backed secunities . . . . L 13,851 75 53 13,873 5.7
State and political subdivision securities . ... ... ... 6,121 230 51 6,300 2.8
Other fixed maturity sgourities . .. .. .-« oo 385 7 77 315 02
Total fixed maturity securities . ... ... o $236,768 $7,443 $2,283 §$241,828 100.0%
COMMON StOCK. « © o o e $ 1,788 § 487 $ 16 $ 2,269 44.5%
Non-redeemable preferred stock . . ..o 2,751 103 28 2,825 55.5
Total equity securities(1) . . . ... .o o $ 4549 $ 590 ¢ 45 § 5094 100.0%

(1} Equity securities primarily consist of investmeants in common and preferred stecks and mutual fund interests. Such sacurities include
private equity securities with an estimated fair value of £599 million and $238 million at December 31, 2007 and 2008, respectively.
The Gompany is nct exposed to any significant concentrations of credit risk in its equity securities portfolio. The Company is exposed to

concentrations of credit risk related to U.S. Treasury securities and obligations of U.5. government corporations and agencies. Addi-

tionally. at December 31, 2007 and 2008, the Company had exposure to fixed maturity securities backed by sub-prime morigages with
estimated fair values of $2.2 hillion and $3.0 billion, respectively, and unrealized losses of $218 million and $5 million, respectively. These
securities are classified within asset-backed securilies in the immediately preceding table. At December 31, 2007, 32% have been
guaranteed by financial guarantors, of which 55% was guaranteed by financial guarantors who remain Aaa rated in 2008. Overall, at

Decaember 31, 2007, $6.7 villon of the estimated fair value of the Company's fixed malurity securities were credit enhanced by financial

guarantors of which $2.5 billion, $2.5 billicn and $1.7 billion at December 371, 2007, are included within state and political subdivisions,

corporate securities and asset-backed securities. respectively, and 80% were guaranteed by financial guarantors who remain Aaa rated in

2008.

Fixed Maturity and Equity Security Impairment. The Company classifies all of its fixed maturity and equity securities as available-for-
cale and marks them to market through other comprehensive income, except for non-marketable private equities, which are generally
carrled at cost and trading securities which are carried at fair valug with subsequent changes in fair value recognized in net investment
income. All securities with gross unrealized losses at the consolidated balance sheet date are subjected to the Company's process for
identifying other-than-temporary impairments. The Company writes down to fair value securities that it deems to be other-than-temporarily
impaired in the period the securities are deemed to be so impaired. The assessment of whether such impairment has occcurred is based on
management's case-by-case evaluation of the underlying reasons for the decline in fair value. Management censiders & wide range of
factors, as descriped in “— Summary of Critical Accounting Estimates — Investments,” about the security issuer and uses its best
judgment in evaluating the cause of the decline in the estimated fair value of the security and in assessing the prospscts for near-term
recovery. Inherent in management's evaluation of the security are assumptions and estimates about the operations of the issuer and its
future earnings potentlal.

The Company's review of its fixed maturity and equity securities for impairments includes an analysis of the total gross unrealized losses
by three categories of securities: i) securities where the estimated fair value had declined and remained below cost or amortized cost by
less than 20%; (i) securities where the estimated fair value had declined and remainad below cost or amortized cost by 20% or more for
lass than six months: and (i) securities where the estimated fai value had declined and remained below cost or amortized cost by 20% or
more for six months or greater, While all of these securities are monitcred for potential impairment, the Company’s experience indicates that
the first two categories do not present as great a risk of impairment and, often, fair values recover over time as the factors that.caused the
declings Improve.

The Company records impairments as investment losses and adjusts the cost basis of the fixed maturity and equity securities
accordingly. Tne Company does not change the revised cost basis for subsequent recoveries in value. Impairments of fixed maturity and
equity securities were 3108 million, $82 million and $64 million for the years ended December 31, 2007, 2006 and 2005, respectively. The
Company's cradit-related impairments of fixed maturity and equity securities were $86 million, $82 miltion and $64 million for the years
ended December 31, 2007, 2006 and 2005, respectively. Tha Company's three largest impairments totaled $19 milion, $33 million and
$40 million for the years ended December 31, 2007, 2006 and 2005, respectively. The circumstances that gave rise to thaese impairments
were financial restructurings, bankruptey filings or difficult underlying operating envircnments for the entities concernad. During the years
ended Dacembar 31, 2007, 2006 and 2005, the Company sold or disposed of fixed maturity and equity securities at a loss that had a tair
value of $45.8 billion, $70.3 billion and $83.9 billion, respectively. Gross losses excluding impairments for fixed maturity and eguity
securities were $1.2 billion, $1.5 bilion and $1.4 bilion for the years ended Decembear 31, 2007, 2006 and 2005, respectively.
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The following tables present the cost or amortized cost, gross unrealized loss and number of securities for fixed maturity and equity
securities, where the estimated fair value had declined and remained below cost or amortized cost by less than 20%, or 20% or more at:
December 31, 2007

Gross Unrealized Number of
Costor Amortized Cost Loss Securities
Less than 20% or Less than 20% or Less than 20% or
20% more 20% more 20% more
{tn millions, except numbar of securities)
Lessthan SiX MONtNS . . . o o . o e $ 40,4683 $1,943 $1.670 $555 6,339 644
Six months or greater but less thanninemonths. . . .. .., .. ... .. 17,353 .23 844 71,481 31
Nine months or greater but less than twelve months . . . . ... . ... . ... 9,410 7 568 2 791 1
Twelve months or greater. . .. ... .. ... [ 31,731 50 1,262 13 3,192 32
Total ... e $107,957 $2,023 $4,344 3577
Decembar 31, 2006
Gost or Amortized Gross Unrealized Kumber of
Cost Loss Securities
Less than 20% or Less than 20% or Less than 20% or
20% more 20% more 20% more
{In millions, except number of sacurities)
Lessthansixmonths . ... .. .. ... . ... ... ... $ 52,002 335 $ 547 $12 9,083 81
Six months or greater butless than ninemonths . . .. ... . .. ... .. 2,682 3 42 1 415 2
Nine months or greater but less than twelve months ... .. .. .. .. 12,049 14 204 4 a37 1
Twelve months or greater . . .. ... .. 47,462 ﬁ 1,511 _7 4,634 8
Total. . $114,415 %8__‘] $2,304 g’)&

At December 31, 2007 and 2006, $4.3 billion and $2.3 billion, respectively, of unrealized losses related to securities with an unrealized
loss position of less than 20% of cost or amortized cost, which represented 4% and 2%, respectively, of the cost or amortized cost of such
securities.

At December 31, 2007, $577 miillion of unrealized losses related to securities with an unrealized loss position of 20% or more of cost or
amoriized cost, which representad 26% of the cost or amortized cost of such securities. Of such unrealized losses of $577 miilion,
$555 million related to securities that were in an unrealized loss position for a period of less than six months. At December 31, 2008,
$24 million of unrealized losses related t0 securities with an unrealized loss position of 20% or more of cost or amortized cost, which
represented 30% of the cost or amortized cost of such securities. Of such unrealized losses of $24 million, $12 million refated to securities
that were in an unrealized loss position for a period of less than six months. )

The Company held 30 fixed maturity and equity securities, each with a gross unrealized loss at December 31, 2007 of greater than
$10 million. These securities representad 9%, or $459 miflion in the aggregate, of the gross unrealized loss on fixed maturity and equity
securities, The Company held eight fixed maturity and equity securities, each with a gross unrealized loss at December 31, 2006 of greater
than $10 million. These securities represented 7%, or $168 million in the aggregate, of the gross unrealized loss on fixed maturity and
eguity securities.

At December 31, 2007 and 2008, the Company had $4.9 billion and $2.3 billion, respectivaly, of gross unrealized losses related to its
fixed maturity and equity securities. These securities are concentrated, calculated as a percentage of gross unrealized loss, as follows:

December 31,

2007 2006

Sector:
U.S. comorate SeCUNti@S . . . . o e e 44% 42%
Foreign corporate securlties . . . . 16 18
Asset-backed SBCUNHES . . . . . . 1 2
Residential mortgage-backed securltias . . . . e 8 14
Forgign government SECUMtIES . . . . . o e 4 1
Commercial montgage-Dacked SecUNtias . . . .. . . 4 8
U.S. Treasury/agency SBCUNtIES . . . . . . . o o — 11
L0 T~ 13 _ 8

Total . . 100%  100%
Industry:
Finance. . . o 34% 10%
Industrial . . . ... TR 18 23
Montgage-backed . . . . 12 20
LRIEY o o e 8 i1
GOVEINMEBNL. . . o e 4 12
OHNEr e 24 24
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As described previously, the Company performs a regular evaluation, on a security-by-security basis, of its invesiment holdings in
accordance with its impairment policy in order to evaluate whether such securities are othei-than-tamporarily impaired, One of the criteria
which the Company considers in its other-than-temporary impairment analysis is its intent and ability to hold secuntes for a period of time
sufficient to allow for the recovery of their value to an amount squal to or greater than ¢ost or amortized cost. The Company's intent and
ability to hold securities considers broad portfolio management objectives such as asset/liability duration management, issuer and industry
segment exposures, interest rate views and the overall total return focus. In jollowing these portfolic management chrectives, changes in
facts and circumstances that were present in past reporting periods may trigger a decision to seil securities that were he'd in prior reporting
neriods. Decisions to sell are based on current conditions or the Company's nead to shift the portfolio to mainian 1ts portfolio management
objectives including liquidity needs or duration targets on asset/liability managed portfolics. The Company attempts to anticipate these
types of changes and if a sale decision has been made on an impaired security and that security is not expecied to recover prior to the
expected time of sale, the security will be deemed other-than-temporarily impaired in the period that the sale decis:on was made and an
other-than-temporary impairment loss will be recognized.

Based upon the Company's current evaluation of the securities in accordance with its Impairment policy, the cause of the decline being
principally attributable to the general rise in interest rates during the halding perlod, and the Company's current inient and ability o hold the
fixed maturity and equity securities with unrealized losses for a pericd of time sufficient for them to recover, the Company has concluded
that the aforementionad securities are not othar-than-temporarily impaired.

Corporate Fixed Maturity Securities,  The table pelow shows the major industry types that comprise the corporale fixed maturily
noldings at:

December 31, 2007 December 31, 2008
Estimated % of Estimated % of
Fair Yalue Total Fair Value Total
{In millions}
INAUSITIAL & o o o o e $ 40,399 34.9% F 39,296 35.9%
FOMGIGNIT) « o oo oot e 28,305 33,1 34338 315
FINAACE & o o o e e e e e e 22,013 19.0 21,559 19.7
UGIEY . o o e e 13,780 11.8 13.038 1.9
OUNEr . e e 1,234 1.1 1,181 1.0
TOMAL o o e $115,731  100.0% $109.412  100.0%

(1) Includes U.S. dollar-denominated debt obligations of foreign cbligors, and other foreign investmeants.

The Company maintaing a diversified corporate fixed maturity portfolio across industries and issuers. The portfolio does not have
exposure to any single issuer in excess of 1% of the total invested assets of the portiolic. At December 31, 2007 and 2008, the Company's
combined holdings in the ten issuers to which it had the greatest exposure totaled §7.8 billion and $6.8 billon, respectively, each less than
3% of the Company's total invested assets at such caies. The exposure to the largest single issuer of corporate fixed maturity securities
held at December 31, 2007 and 2006 was $1.2 bilion and $870 milion, respectively.

The Company has hedged all of its material exposure to foreign currency risk in its corporate fixed maturity pertfalio. In the Company's
international insurance cperations, both its assets and liabilities are generally denominaied in local currenc:es.

Structured Securities.  The following table shows the types of structured securities the Company held at:

December 31, 2007 Dacember 31, 2006

Estimated % of Estimated % of

Fair Value Total Fair Value Total

{in millions}
Residential mortgage-backed securities:

Collateralized mortgage obligations . . ... .« oo 837,372 23.8% $33,034 40.3%

Pags-through SBCUMLIES . . .. . .. e 19,117 22.4 18,832 22.7

Total residential mortgage-backed securities . . ... 56,489 56.2 51,668 63.0

Commergial morlgage-backed securitiés., . . . oo v 17.728 20.8 16,522 201

Asset-backed SECUNLES . . . . . . e 11,041 13.0 13,873 16.9
TOAl . o e e $85,258 100.0% $82.081 100.0%

The majority of the residential mortgage-backed securities are guaranteed or otherwise supporied by ihe Federal Naticnal Mortgage
Association, the Federal Home Loan Mortgage Corporation or the Govemment National Mortgage Association. Alternative residential
mortgage loans (*Alt-A") are a classification of morigage loans whera the risk profile of the borrower falls between prime and sub-prime. At
December 31, 2007 and 2006, $56.2 billion and $51.0 billion, respectively, or 59% for both, of the residential mortgage-backed securities
were rated Aaa/AAA by Moody's, S&F or Fitch. At December 31, 2007 and 2008, the Company's Alt-A residenval mortgage-backed
securities exposure was $6.4 billion and $4.8 billion, respectively, with an unrealized loss of $143 million and $4 million, respectively,

At December 31, 2007 and 2008, $15.5 bilion and $13.7 billion, respectively, or 87% and 83%, respectively, of the commercial
mortgage-backed securities were rated Aaa/AAA by Moody's, S&P or Fitch.

The Company's asset-backed securities are divarsified both by sector and by issuer. Credit card recevables and automcbile
receivables, accounting for about 36% and 11% of the total asset-backed holdings, respectively, constitute the largest exposures in
ihe Company’s asset-backed securities portfolio. At December 31..2007 and 2008, $6.0 billion and $7.9 billion, respeciively, or 54% and
57%, respectively, of total asset-backed securities were rated Aaa/AAA by Moody’s, S&P or Fitch.
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The Company's asset-backed securities included in the structured securities table above include exposure 10 sub-prime residential
mortgage-backed securities. Sub-prime mortgage lending is the origination of residential mortgage loans to customears with weak credit
profiles. The Company is not an originator of below-prime mortgages. The Company's exposure exists through investment in asset-backed
securities which are supported by sub-prime morigages. The slowing U.S. housing market, greater use of affordable morigage products,
and reiaxed underwriting standards for some originaters of below-prima loans have recently led to higher delinquency and Ioss rates,
especially within the 2008 vintage year. These factors have caused a pull-back in market liguidity and repricing of risk, which has led to an
increase in unrealized losses from December 31, 2006 to December 31, 2007. Based upon the analysis of the Company's exposure o
sub-prime mortgages through its investment in asset-backed securities, the Company expecis 10 receive payments in accordance with the
contractual terms of the securities.

The folicwing table shows the Company's exposure to asset-backed securities supported by sub-prime mortgage loans by credit

uality:
q Y December 31, 2007

Below
Investment
Aaa As A Ban Grado Total
Cost or Coat or Cost or Cost or Cosat or Costor
Amortized Fair  Amortized Fair Amortized Fair Amortized Fair Amortized Fair Amortized Fair
Cost Value Cost Valus Cost Yalue Cost Yalue Cost Valus Cost Value
{In millions}
2003 &Prior .. .. $ 234 % 223 %132 $i125 B9 ®7 $14 313 %4 $2 % 403 § 380
2004 .. 212 195 446 414 27 24 - - 1 - 686 833
2005 . . ... 551 502 278 252 22 18 5 4 - — B56 776
2006. .. ... 258 235 69 47 — — - - - — 327 282
200? --------------------- 152 142 17 9 __ __ __ _“‘ ; __ 169 151
Total . .................. $1,407 $1,297 $942 $847 $68 59 H19 17 $5  $2 $2441 $2,222°
December 31, 2008
Below
Investmant
Aaa As A Baa Grade Total
Cost or Costor Cost or Costoor Cost or Cost or
Amortizad Fair Amortized Fair Amortized Fair Amortized Fair Amortized Falr Amortized Falr
Cost Valus Cost Value Coat Value Cost Vaiue Cont Value Cost Value
{In mlllions)

2003 &Prior. . ... $ 319 $ 317 $ 285 $ 285 360 $60 B33 333 $— $— § 697 3 695
2004 ... 307 305 456 458 a7 ar 15 15 - — 825 825
2006 . ... oo 736 730 305 306 22 22 — — - — 1,063 1,058
2008 ... 321 322 42 43 57 57 32 32 -  — 452 454
Total ... ........... .. $1,683 $1,674 $1.088 $1,092 $186 $186 $80 $80 $—  $-— $3,037 $3,032

At December 31, 2007 and 2008, the Company had $2.2 billion and $3.0 billion, respectively, of asset-backed securities supported by
sub-prime mortgage loans as outlined in the tables above. At December 31, 2007, approximately 26% of the portfolic is rated Aaa, Aa or
better of which BO% was in vintage year 2005 and prior. At December 31, 2008, approximately 91% of the portiolio was rated Aaa, Aa or
better of which 87% was in vintage year 2005 and pricr. These older vintages benefit from better underwriting, improved enhancement
levels and higher house price appreciation.

Asset-backed securities also include collateralized cebt chligations backed by sub-prime mortgages at an aggragate cost of $64 million
with a fair value of $48 million at December 31, 2007 and an aggregate cost of $33 million with a fair value of $92 million at December 31,
2006, which are not included in the tables above.

Assets on Deposit and Held in Trust and Assets Pledged as Collateral

The Company had investiment assets on deposit with regulatory agencies with a fair market value of $1.8 billion and $1.3 billion at
December 31, 2007 and 2006, respectively, consisting primarily of fixed maturity and equity securities. Company securities held in trust to
satisfy collateral requiremnents had a cost or amortized cost of $7.1 billion and $3.0 billion at December 31, 2007 and 2006, raspactively,
censisting primarily of fixed maturity and equity securities.

Certain of the Company's fixed maturity securities are pledged as collaterai for various transactions as described in * — Composition of
Investment Portfolio Results — Oerivative Financial Instrumenits — Credit Risk.® Additionally, the Company has pledged certain of its fixed
maturity securities in support of its debt and funding agreements as described in * — Off-Balance Sheet Arrangements — Other
Commitments.”

Trading Securities
The Company has a trading securities portiolio to support investment strategies ihat involve the active and frequent purchase and sale
of securities, the execution of short sale agreemants and asset and liability matching strategies for certain insurance products. Trading
securities and short sale agreement liabilities are recorded at fair value with subseguent changes in fair value recognized in net irvestment
income related to fixed maturity securities.
At December 31, 2007 and 2008, trading securities were $779 million and $759 million, respectively, and fiabilities associated with the
short sale agreements in the trading securities portfolic, which were included in other liabilities, were $107 million and $387 million,
respectively. The Company had pledged $407 million and $614 million of its assets, primarily consisting of trading securities, as collateral
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to secure the iiabilities associaled with the short sale agreements in the trading securities portfolio at December 31, 2007 and 20086,
raspectively.

During the years ended December 31, 2007, 2008 and 2005, interest and dividends earned on trading securities in addition to the net
realized and unrealized gains (losses) recognized cn the trading securities and the related short sale agreement liabilities included within
naet investment income 1otaled $50 milion, $71 milion and $14 million, respectively. Included within unrealized gains (losses) on such
trading secursities and short sale agreement liabilities, are changes in fair value of {$4) millicn, $26 million and less than $1 miliion for the
years ended December 31, 2007, 2006 and 2005, respectively.

As part of the acquisition of Travelers on July 1, 2005, the Company acquirec Travelers’ investment in Tribeca Citigroup Investments
Ltd. (“Tribeca’). Tribeca was a feader fund investment structure whereby the feeder fund invests substantially all of 1ts assets in the master
fund, Tribeca Glabal Convertible Instrumants Ltd. The primary investmeni objective of the master fund is to achieve enhanced rigk-adjusted
return by investing in domestic and foreign equities and equity-related securities utilizing such strategies as convertible securities arbitrage.
At December 31, 2005, MelLile was the majority owner of ihe feeder fund and consolidated the fund within its consclidated financial
stalements. Net investment income related to the trading aclivities of Tribeca, which included interest and dividends earned an trading
securities in agdition 1o the net realized and unrealized gains, was %12 million and 6 million for the six months ended December 31, 2008
and 2005, respectively.

During the second quarter of 2008, MetLife's ownership interests in Tribeca declined to a position whereby Tribeca is no longer
consolidated and, as of June 30, 2008, was accounted for under the equity mathod of accounting. Tha eguily method investment at
December 31, 2008 of $82 milion was included in other limited partnership interests. Net investment income related to the Company's
equity method investment in Tribeca was $9 million for the six months ended December 31, 20086.

Mortgage and Consumer Loans
The Company's mortgage and consumer loans are principally ccliateralized by commergial, agricultural and residential properties, as
well as automobiles. Mortgage and consumer loans comprised 13.6% and 12.7% of the Company's total cash and invested assets at
December 31, 2007 and 2006, respectively. The carrying vaiue of mortgage and consumer loans is stated at original cost net of
repayments, amortization of premiums, accretion of discounts and valuation allowances. The following table shows the carrying value of

the Company's mortgage and consumer loans by type at:
Deacembaer 31, 2007 Decembar 31, 2006

Carrying % of Carrying % of

Value Total Yalue Total
{In millions)
Commarcial mortgage Ioans . . . ..o $35.501 75.5% $31,847 75.4%
Agricuitural Mortgage Icans . . .« ... 10,484 22.3 8.213 21.8
CONSUMEF TOAMS . + v o o v v e e e e 1,045 2.2 1,175 2.8
TOL © o o e e e $47,030 100.0% 342,236 100.0%

Commercial Mortgage Loans.  The Company diversifies its commercial mortgage loans by both geographic region and property type.
The following table presents the distribution across geographic regions and property types for commercial mortgage loans at:

Dacember 31, 2007 Decamber 31, 2008

Caring X5 Cleme®  Total
(In milliona)
Region
PaCHIC o ot e e $ 8,620 24.3% $ 7,683 24.0%
SOUTN ATMLIC . o v v ot e e e e e 8,021 22.6 6,881 21.6
Middle ALAntic . . . . . e 5110 14.4 4,858 15.3
IVEINZLONEL . . . v o v o e e e e 3,642 10.3 2,832 B.9
CastNorth Cantral . . . . . v e 2,957 8.3 2,879 9.0
West South Central . . . o o 2,925 82 2,631 8.3
New ERgIand . . . . e 1,498 4,2 1,301 4.9
MOUNTEIN . . . L e e 1,085 3.1 859 2.7
West North Central . . . . 1,048 2.9 799 2.5
East SCUth Central . . . . . o e e 503 1.4 452 1.4
OHNOE 92 0.3 692 2.2
TOtal . e e e $35,501  100.0% $31,847 100.0%
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December 31, 2007 December 31, 2006

Carrying % of Carrying % of
Value Total Yalue Total

{In millions)

Property Type

Office . . $15.471 43.6% $15,083 47.4%
Retall . .. .. 7.557 21.3 65,652 20.6
Apartments . ... 4,437 12.5 3,772 11.8
Hotel .o 3,282 8.2 2,120 6.7
Inctustial . ..o 2,880 8.1 2,850 8.9
Other ..o 1,874 53 1,470 4.6
Total o $35,501  100.0% 331,847 100.0%

The following table presents the scheduled maturities for the Company's commercial mortgage loans at;
December 31, 2007 December 31, 2008

e’ T Cvmmd R
{tn millions)

Dueinoneyearorless. . . ... ... . .. $ 2,863 83% % 1772 5.6%
Due after one year through two years . . . .. ... ... ... ... ... 4,247 12.0 3,006 9.4
Due after two years through three years . . .. .. . ... ... .. . ... 4,151 1.7 4,173 13.1
Due after three vears through fouryears. . . ... ... ... .. .. ... . .. 3892 1.0 3,822 12.0
Cue after four years through five vears. . . ... .. .. .. ... ... . . .. 4,688 12.9 4,769 15.0
Due afterfive vears . . .. .. ... ... 15,659 44,1 14,305 44,9

Total oo $35,501 100.0% $31.847  100.0%

Restructured, Potentially Delingueant, Delinquen! or Under Foreclosure.  The Company monitors its mortgage loan investments on an
ongoing basis, including reviewing loans that are restructured, potentially delinguent, delinquent or under foreclosure. These loan
classifications are consistent with those used in industry practice,

The Company dsfines restructurad mortgage 1oans as leans in which the Company, for economic or legal reasons related to the
debtor's financial difficulties, grants a concession to the debtor that it would not otherwise consider. The Company defines potentially
delinguent loans as loans that, in management's ¢pinion, have a high probability of bacoming delinguent. The Coempany deiines delinquent
mortgage loans, consistent with industry practice, as loans in which two or more interest or principal payments are past due. The Company
defines mortgage loans under foreclosure as loans in which foreclosure proceedings have formally commencead.

The Company reviews all morigage l0ans on an ¢ongoing basis. These reviews may include an analysis of the property financial
statements and rent roll, lease rollover analysis, property inspections, market analysis and tenant creditworthiness.

The Company records valuation allowances for certain (oans that it deems impaired. The Company's valuation allowances are
established both on a loan specific basis for thcse loans where a property or market specific risk has been identified that could likely
resuit n a future default, as well as for pools of loans with similar high risk characteristics where a property specific or markat risk has not
been icentified. Loan specific valuation allowances are establisned for the excess carrying vaiue of the mortgage loan over the present
value of expectad future cash flows discounted at the loan’s original effective interest rate, the value of the loan's collateral, or the loan's
market value if the loan is being sold. Valuation allowances for pools of loans are establishad based on property types and loan to value risk
factors. The Company records valuation aliowances as investment losses. The Company records subsequent adjustments to allowances
as investment gains {losses).

The following table presents the amortized cost and valuation allowance for commercial mortgage lcans distributed by loan classi-
fication at:

December 31, 2007 December 31, 2006
% of % of
Amortized % of Valuation Amortized Amortized % of Vatuation Amortized
Cost{1) Total Allowance Cost Coast (1) Total Allowance Cost
(In millions)
Performing . ... .. .... ... $35,665 100.0% $188 0.5% $31,996 100.0% $153 0.5%
Potentially delinquent . . . .. . 3 — - - 3 - — -
Celinquent or under
foreciosure. . . .. .. ... 1 - - - 1 - — —
Total .. ... ... .. $35,669  100.0% $168 0.5% $32,000  100.0%  $153 0.5%

{1} Amortized cost is the carrying value before valuation allowances.
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The following table presents the changes in valuation allowances for commercial mortgage loans for the:

Years Ended December 31,

2007 2006 2005
{in millions)
Balance, beginning of pericd . . ... e $153 147 $149
AIONS . o o e 69 25 43
DEAUCTIONS . « o o o o e e e e e e e e (54} {19 {45)
Batance, end of PEriOT . . . . .« o ot $168  $153 147

Agricultural Mortgage Loans. The Company diversifies ils agricultural mortgage loans by both geographic region and product type.

Of the $10.5 bitlion of agricultural mertgage loans outstanding at December 21, 2007, 58%, were subject 10 rate resets prior to maturity.
A substantial portion of these leans has been successfully renegotiated and remain outstanding to maturity. The process and pelicies for
monitering the agricuttural mortgage loans and classifying them by performance status are generally the same as those for the ccmmercial
loans.

The following table presents the amertized cost and valuation allowances for agricultural mortgage ltoans distributed by 10an classi-
fication at:

December 31, 2007 December 31, 2008
% of % of
Amortlzed % of Valuation Amortized Amortized % of Valuation Amortized
Cost (1} Total Allowance Cost Cast{1) Total Allowance Cost
{In mitlions)
Performing . . ...... .. ... $10,440 99.4% 12 0.1% $3,172 99.4% $11 0.1%
Restructured . . . .. ... .. .. 2 — — - 9 0.1 -
Potentially delinquent . . . . .. 47 0.4 4 8.5 2 — — —
Delinguent or under
foreclosure. . . ... .. ... 1 G2 _ 8 421 48 _ 05 _7 14.6
Total . . ....... ... ... $10,508  100.0% $24 0.2% 9.2 100.0% £18 0.2%

{1} Amortized cost is equal to carrying value before valuation allowances.
The following table presents the changes in valuation allowances for agricuttural mortgage loans for the:

Years Ended
Decamber 31,

2007 2006 2005
{In milllons)

Balance, Beginming Of PEriod . . . ..o oo $18 $11 $7
AAIIONS . . . o s e e 8 i 4
DBOUCTIONS . o v v v e e e e e e e e e 2 3 =
Balance, end OF PEROM . « . .« o 24 $18 N

Consumer Loans.,  Censumer loans consist of residential mortgages and aute loans.
The following table presents the amortized cost and valuation allowances for consumer loans distributed by loan classification at:

Dacamber 31, 2007 December 31, 2008
% of % of
Amortized % of Valuation Amortized Amortized % of Valuation Amortized
Cost(1) Total Allowance Cost Cost{1) Total Allowance Cost
{In millicns}
Performing .. ... ... $1,006 95.7% 35 0.5% $1,155 97.1% 310 0.9%
Potentially delinquent . . . ... 19 1.8 - - 17 1.4 —
Delinquent or under
foreclosure. .. .. ..., .. 26 2.5 _1 4.0 18 1.5 _1 5.6
Total . . ... . ... ... $1,061 100.0% 56 0.6% $1,190 100.0% 311 0.9%

|
)
|

(1) Amortized cost is equal o carrying value before valuation allowances.

Matlife, Inc.




The following table presents the changes in valuation allowances for consumer loans for the:

Years Ended
December 31,

2007 2006  200%
{in millions)

Balance, beginning of period . . . . . L 11 $15  $1
AGIIONS . . . . — - 17
Deductions . ... .. . [ =) ) I €]
Balance, end of period . . . . . .. $6 $1 %15

Real Estate Holdings

The Company’s real estate heldings consist of commercial properties located primarily in the United States. At December 31, 2007 and
2006, the carrying value of the Company's real estate, real estate joint ventures and real estate held-for-sale was $6.8 billion and
$5.0 billion, respectively, or 2.0% ang 1.5%, of total cash and invested assets, respectively. The carrying value of real estate is stated at
depreciated cost net of impairments and valuation allowances. The carrying value of real estate joint ventures is stated at the Company's
equity in the real estate joint ventures net of impairments and valuation allowances.

The following table presents the carrying value of the Company's real estate holdings at:

Decembar 31, 2007 Decermber 31, 2006
Carrylng % of Carrying % of

Type * Value Total Value Total
- {In millions)
Real estate . . . e e e $3,823 56.5% $3,322 66.6%
Real estate jOint VBMIUMES . . . . . . e 2771 40.9 1,477 29.6
Foreclosed real estate . . . . . . L 3 0.1 3 0
8,597 87.5 4,802 96.3
Real estate held-for-sale . . . .. . . .. . 172 2.5 184 3.7
Tetalreal estate holdings. . . . . ..o 0 $6,769 100.0% $4,986 100.0%

The Company's carrying value of real estate held-for-sale of $172 million and $184 million at December 31, 2007 and 2006,
respectively, have been reduced by impairments of $1 million and $17 million at December 31, 2007 and 2006, respectively.

The Company records real estate acquired upon foreclosure of commercial and agricultural mortgage loans at the lower of estimated
fair value or the carrying value of the morigage loan at the date of foreciosure.

Real estate holdings were categorized as follows:

December 31,

2007 2006
© Amount Percent Amount Percent
{In millions}
OffiCE . . e 53,126 46% $2,709 55%
ADAIMENIS . L . . o 1,264 19 739 18
Development JOIME VENIUIBS. o« - v v o e e e 743 11 169 3.
Retall . . e 574 8 513 10
Real estate investment funds . . . ... . . ... 518 8 401 8
Industrial . . . 283 4 291 8
Land . . e 174 3 71 1
AQriCURUIE . . . o e 29 - 32 1
LT T 80 _a 61 1
Totalreal estate he!ldings. . . . . . . . e 36,769 100%  $4,9868 100%

The Company's real estate holdings are primarily located in the United States. At December 31, 2007, 22%, 11%, 10% and 9% of the
Company’s real estate holdings were located in California, New York, Florida and Texas, respectively.

Certain of the Company's investments in real estate joint ventures meet the definition of a VIE under FIN 48(r). Sese “— Composition of
Investment Portfolio Results — Variable Interest Entities.”

In the fourth guarter of 2006, the Company sold its Peter Cooper Village and Stuyvesant Town properties located in Manhattan, New
York for $5.4 hillion. The Peter Cooper Village and Stuyvesant Town preperties together make up the largest apartment complex in
Manhattan, New York totaling over 11,000 units, spread over 80 contiguous acres. The properties were owned by the Holding Company's
subsidiary, Metropolitan Tower Life Insurance Company. The sale resulted in a gain of $3 bilion, net of income tax, and is included in
income from discontinued operations in the consolidated statements of income.

In the second quarter of 2005, the Company sold its One Madison Avenue and 200 Park Avenue properties in Manhattan, New York for
$918 million and $1.72 billion, respectively, resulting in gains, net of income tax, of $431 million and $762 million, respectively, and is
included in inceme from discontinued oparations in the consolidated statements of income. In connecticn with the sale ¢of the 200 Park
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Avenue property, the Company has retained rights to existing signage and is leasing space for agsociales in the property for 20 years with
optional renewal pericds through 2205.

Leveraged Leases
Investment in leveraged leases, included in other invested assets, consisted of the following:

December 31,

T2007 2006

{In millions)
Rental reCEIVADIES, NBL .+« o o o e $1,491  $1,055
Estimated residual VEIBS . . o o o v e e _1.881 BB7
SUDLOMAD & o o o o e e e e 3,372 1,942
UNBarned iNGOME « o v v e e e e e (1,313 {694)
vestmant in laveraged I8ASES . . - - . .. 32058 $1.248

The Company's deferred income tax ligoility related to leveraged leases was $1.0 bilion and $670 million at December 31, 2007 and
2006, respectively. The rental receivables set forth above are generally due in periodic instailments. The payment periods range from one
to 15 years, but in certain circumstances are as long as 30 years.

The components of nat income from investment in leveraged leases are as follows:

Years Ended
December 31,

2007 2008 2005
{in millions}

Income from invastment in leveraged leases (included in net investment income). . ... ... ... - $67 $51 $54
Less: Income tax expense on leveraged 188588 . . . . . . .. ... 24y (18 (19
Net income from investmant in leveraged l[@ases . . ... .. . e $43 $33 335

Other Limited Partnership Interests

The carrying value of other limited partnership interests (which primarlly represent ownership interests in pooled investment funds that
make private equity invesiments in companies in the United States and overseas) was $6.2 bilion and $4.8 billon at December 31, 2007
and 2006, respectively. Included within other limited partnership interests at December 31, 2007 and 2006 zre $1.6 bilion and $1.2 billion,
respectively, of hedge funds. For the years ended December 31, 2007, 2006 and 2005, net investment income from other limited
partnership interests included $89 million, $88 million and $24 million, respectively, related 1o hedge funds. The Company uses the equity
method of accounting for investmenis in limited partnership interests in which it has more than a minor interest, has influence over ihe
partnership's operating and financial policies, but does not have a controlling interest and is not the primary beneficiary. The Company uses
the cost method for minor interest investments and when it has virtually no influence cver the partnership’s operaling and financial policies.
The Company's investments in other limited parinarship interests represented 1.8% and 1.4% of cash and invested assets at December 31,
2007 and 2008, respectively.

Management anticipates that investment income and the related yields on other limited partnership interests may decline during 2008
due to increased volatility in the equity and credit markets during 2007.

Some of the Company’s investments in other limited partnership interests meet the definition of a VIE under FIN 486(r). See
“— Composition of investment Portiolic Results — Variable Interest Entities "

Other Invested Assets

The Company's other invasted assets consisted principally of leveraged leases of $2.2 billion and $1.3 billion, funds withheld at interest
of $4.5 billion and $4.0 billion, and standalone derivatives with positive fair values ang the fair value of embedded derivatives related to
funds withheld and modified coinsurance contracts of $4.1 billion and $2.5 billion at December 31, 2007 and 2008, respectively. The
leveraged leases are recorded net of non-recourse debt. The Cormpany participates in lease transactions, which are diversified by industry,
asset type and geagraphic area. The Company regularly reviews residual values and writes down residuals to expected values as needed.
Funds withheld represent amounts contractually withheld by ceding companies in accordance with reinsurance agreements. For agree-
ments written on a modified coinsurance basis and certain agreements written on a coinsurance pasis, assets supporting the reinsured
policies equal to the net statutory reserves are withheld and continue to be legally owned by the ceding company. interest accrues to these
funds withheld at rates defined by the treaty lerms anc may be contractually specified or directly related tc the invastmant portiolic. The
Campany's other invested assets represented 3.7% and 4.2% of cash and invested assets at December 31, 2607 and 2006, respectively.

Derivative Financial Instruments

The .Company uses a variety of derivatives, including swaps, forwards, futures and option contracts, to manage its various risks.
Additionally, the Company uses derivatives to synthetically create investments as permitted by its insurance subsidiaries’ Derivatives Use
Plans approved by the applicable state insurance depariments.
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The following table presents the notional amount and current market or fair value of derivative financial instruments held at:

Decomber 31, 2007 December 31, 2008
Current Morket Current Market
Notional or Falr Yalue Notional or Fair Value
Amount Assets Lisbilities Amount Assols Liabilitias
{In milliona})
Interestrate swaps. . . . . .. ... ... $625i18 ¢ 785 % 768 27,148 § B3¢ F 150
Interestratefloors . .. ... . oL 48,937 621 — 37,437 278 -
Interestratecaps. . .. .. .. ... .. 45,498 50 — 26,468 125 —
Financial futures . . ... ... . ... ... . ... .. 10,817 8BS 57 8,432 64 39
Foreign currency swaps . . . ... ... . . 21,399 1,480 1,724 18,627 986 1,174
Foreign currency forwards . . ... ... . 4,185 76 16 2,934 31 27
Options . .. ... . 2,043 713 1 587 306 8
Financial forwards . . ... ... . ..., . ... . ..., 4,600 122 2 3,800 12 40
Creditdefault swaps. . ... ... .. .. .. ..... . 6,850 58 35 6,357 5 21
SyntheticGICs . .. ... ... ... ... ... 3.670 — - 3,738 - -
Other. . ... 250 43 — 250 56 —
Jotal. ... ... .. $210,768 $4,037 $2,603 $136,77% $2,503  $1.459

The above table does not include noticnal amounts for equity futures, equity variance swaps, and equity options. At December 31,
2007 and 2006, the Company owned 4,658 and 2,749 equity futures, respectively. Fair values of equity futures are included in financial
futures in the preceding table. Al December 31, 2007 and 2006, the Company owned 695,485 and 225,000 equity variance swaps,
respectively. Fair values of equity variance swaps are inciuded in financial forwards in the preceding table. At December 31, 2007 and
20086, the Company owned 77,374,937 and 74,864,483 equity options, respectively, Fair values of equity options are included in options
in the preceding table. .

Credit Risk. The Company may be exposed to credit-related losses in the event of nonperformance by counterparties to derivative
financial instruments, Generally, the current credit exposure of the Company’s derivative contracts is limited to the fair value at the reporting
date. The credit exposure of the Company's derivative transactions is represented by the fair value of contracts with a net positive fair value
at the reporting date.

The Company manages its credit risk related to over-the-counter derivatives by entering into transactions with creditworthy counter-
parties, maintaining collateral arrangements and through the use of master agreements that provide for a single net payment tc be made by
one counterparty to another at each due date and upon termination. Because exchange traged futures are effected through regulated
exchangas, and positions are marked to market on a daily basis, the Company has minimal exposure to credit-related losses in the event of
nonperformance by counterparties to such derivative instruments.

The Company enters into varicus collateral arrangements, which require both the pledging and accepting of collateral in connection
with its derivative instruments, As of December 31, 2007 and 2006, the Company was obligated 10 return cash collateral under its control
of $833 million and $428 million, respectively. This unrestricted cash coltateral is included in cash and cash equivalenis and the obligation
to return it is included in payables for collateral under securities loaned and other transactions in the congolidated balance sheets. As of
December 31, 2007 and 2008, the Company had also accepted collateral consisting of various securities with a fair market value of
$678 million and $453 million, respectively, which are held in separate custodial accounts. The Company is permitted by contract to sell or
repledge this coliateral, but as of December 31, 2007 and 2006, none of the collateral had been soid or repledged.

As of December 31, 2007 and 2008, the Company provided collatera! of $162 milion and $80 millicn, respectively, which is included in
fixed maturity securities in the consclidated balance sheets. In adgition, the Company has exchange fraded futures, which require the
pledging of collateral. As of December 31, 2007 and 2008, the Company pledged collateral of $167 million and $105 million, respectively,
which is included in fixed maturity securities. The counterparties are permitted by contract to sell or repledge this collateral.
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Variable Interast Entities

The following table presents the total assets of and maximum exposure to loss relating to VIEs for which the Company has concluded
that: {i) it is the primary beneficiary and which are consolidated in the Company’s consolidated financial statements at December 31, 2007
and (i} it helds significant variable interests but it is not the primary beneficiary and which have not been consolidated:

December 31, 2007

Primary Beneficiary Not Primary Beneficiary

Maximum Maximum

Total Exposurs to Total Exposure to
Assets(1) Loss(2) Assets(1) Loss{2)

{tn millions)

Asset-backed securitizations and collateralized debt opligations . . .. . $1.1867 $1,187 $ 1,591 $ 184
Real estate joiNtventures{3) . . . . . .o o 48 26 276 42
Otner limited partnership interests{4) . . .. . ... ..o v 2 1 42,141 2,080
Trust preferred securities(d) .. .. .. 105 105 48,232 3,369
Other investments(B) . . .. .o o 1,119 1,119 3,258 260
TOtal. e e $2.441 $2,418 $95,498 $5,035

(1) The assets of the asset-backed securitizations and collateralized debt obligations are reflected at fair value. The assets of the real estate
joint ventures, other limited partnership interests, trust preferred securities and other invesiments are reflectec at the carrying amounts at
which such assets would have been reflected on the Company's consolidated balance sheethad the Companry consolidated the VIE from
the date of its initial investment in the entity.

{2) The maximum exposure to loss relating to the asset-backed securitizations and collateralized debt obligations is equal to the carrying
amounts of retained interests. In addition, the Company provides collateral management services for certain of these structures for which
it collects a management fee. The maximum expcsure to 1oss relating 1o real estate joint ventures, other limited partnership interests, trust
preferred securities and other investments is equal to the carrying amounts olus any unfunded commitments, reduced by amounts
guaranteed by other partners. Such a maximum loss would be expected to occur only upon bankruptey of the issuer or investee.

{3} Real estate joint ventures include partnerships and other ventures which engage in the acquisition, development, management and
disposal of real estate investments. ‘

{4} Other limited partnership interests include partnerships established for the purpose of investing in public and private debt and equity
securities.

{5) Trust preferred securities are complex, uniquely structured investments which contain features of both equity and debt, may have an
extended or no stated maturity, and may be callable at the issuer's option after a defined period of time.

(8) Cther investments include seécurities that are not trust preferred sscurities, asset-backed securitizations or collateralized debt
obligations.

Securities Lending

The Company participates in a securities lending program whereby blocks of securities, which are included in fixed maturity and equity
securities, are loaned to third parties, primarily major brokerage firns. The Compary requires a minimum of 102% of the fair value of the
loanad securities to be separately maintained as collatsral for the loans. Securities with a cost or amortized cost of $41.1 billion and
$43.3 billion and an estimated fair value of $42.1 billien and $44.1 billion were on lgan under the program at December 31, 2007 and 2008,
respectively. Securities loaned under such transactions may be sold or repledged by the transferee. The Company was liable for cash
collateral under its condrol of $43.3 billion and $45.4 billion at December 31, 2007 and 20086, respectively, Sscurity collaterat of $40 million
and $100 million on deposit from customers in connection with the securilies lending transactions at December 31, 2007 and 20086,
respectively, may not be sold or repledged and is not reflected in the consolidated financial statements.

Separate Accounts

The Company held $180.2 billicn and $144.4 billion in separate accounts, for which the Company does not bear investment risk, as of
December 31, 2007 and 2006, respectively. The Company manages each separate accouni's assels in accordance with the prescribed
investment policy that apolies to that specific separate account. The Company gstablishes separate accounts on a single client and muiti-
client commingled basis in compliance with insurance laws. Effective with the adoption of SOP 03-1, Accourting and Reporting by
Insurance Enterprises for Certain Nontraditional Long-Duration Contracts and for Separate Accounts, on January 1, 2004, the Company
reported separately, as assets and liabilities, investments held in separate accounts and liabilities of the separate accounts if:

« such separate accounts are jegally recognized,

s assets supporting the contract liabilities are legally insulated from the Company's general account liabilities;

» invastments are directed by the contractholder; and

+ all investment performance, net of contract fees and assessments, is passed through to the contractholder.

The Company reporls separate account assels meeting such criteria at their fair value, Investment performance (including investment
income, net investmeant gains (losses) and changes in unrealized gains (losses)) and the corresponding amounts credited to contrac-
tholders of such separate accounts are offset within the same line in the consolidated statements of income.

The Company's revenues reflect fees charged to the separate accounts, including mortality charges, risk charges, policy administration
fees, investment management fees and surrender charges. Separate accounts not meeting the above criterla are combined on a
line-by-line basis with the Company’s general account assets, liabilitiss, revenues and expenses.

Quantitative and Qualitative Disclosures About Market Risk
The Company must effectively manage, measure and monitor the markst risk associated with its invested assets and interest rate
sensitive insurance contracts. |t has developed an integrated process for managing risk, which it conducts through its Corporate Risk
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Managemeant Department, ALM Committees and additional specialisis at the business segment level. The Company has established and
implemented comprehensive policies and procedures at both the corporate and business segment ievel to minimize the effects of potential
market volatility,

The Company régularly analyzes its exposure to interest rate, equity market and foreign currency exchange risks. As a result of that
analysis, the Company has delermined that the fair value of its interest rate sensitive invested assets is materially exposed to changes in
interest rates. The equity and foreign currency portfolios do not expose the Company to material market risks (as described below).

Metlife generally uses option adjusted duration to manage inlerest rate risk and the methods and assumptions used are generally
consistent with those used by the Company in 2006. The Company analyzes interest rate risk using various models, including muki-
scenario cash flow projaction models that forecast cash flows of the liabilities and their supporting investments, including derivative
instruments. The Company uses a variety of strategies to manage interest rate, equity market, and foreign currency exchange risk,
including the use of derivative instruments.

Market Risk Exposures

The Company has exposure 10 market risk through its insurance operations and investment activities. For purposes of this disclosure,
"market risk’ is defined as the risk of loss resulting from changes in interest rates, equity market prices and foreign currency exchange
rates.

interest Rates. The Company’s exposure to interest rate changes results from its significant holdings of fixed maturity securities, as
well as its interest rate sensitive liabilities. The fixed maturity securities include U.S, and foraign government bonds, securities issued by
government agencies, corporate bonds and mortgage-backed securities, all of which are mainly exposed to changes in medium- and long-
term treasury rates. The interest rate sensitive liabilities for purposes of this disclosure include GICs and annuities, which have the same
type of interest rate exposure (medium- and long-term treasury rates) as fixed maturity securities. The Company employs product design,
pricing and asset/liability management strategies to reduce the adverse effects of interest rate movements. Product design and pricing
strategies include the use of surrender charges or restrictions on withdrawals in some products. Asset/liability management strategias
include the use of derivatives, the purchase of securities siructured to protect against prepayments, prepayment restrictions and related
fees on mortgage loans and consistent monitoring of the pricing of the Company's products in order to better match the duration of the
asseis and the liabilities they support. See also “Risk Factors — Changes in Market Interest Rates May Significantly Affect Our Profitability”
in MetLife, Inc.'s Annual Report on Form 10-K for the year ended December 31, 2007,

Equity Market Prices.  The Company's investments in equity securities and equity-based fixed maturity securities expose it to changes
in equity prices, as do certain liabilities that involve long-term guaraniees on equily performance. It manages this risk on an integrated basis
with other risks through its asset/liability management strategies. The Company also manages eguity market price risk through industry and
issuer diversification, asset allocation technigues and the use of derivatives.

Foreign Currency Exchange Rates.  The Company's exposure o fluctuations in forgign currency exchange rates against the U.S. dollar
results from its holdings in non-U.S. dollar denominated fixed maturity securities, equity securities and liabilities, as well as through its
investments in foreign subsidiaries. The principal currencies that create foreign currency exchange rate rigk in the Company's investment
portiolios are the Eurg. the Canadian dollar and the British pound. The Company mitigates its fixed maturity securities’ foreign currency
exchange rate risk through the utilization of foreign currency swaps and forward contracts. Through its investments in foreign subsidiaries,
the Company is primarily exposed 1o the Canadian dollar, the Mexican peso, the Australian dollar, the Argentinean peso, the South Korean
won, the Chilean peso, the Taiwanese dollar and the Japanase yen. The Company has matched substantially all of its foreign currency
liabilities in ils foreign subsidiaries with their respective foreign currency assets, thereby reducing its risk to currency exchange rate
fluctuation. Selectively, the Company uses U.S. dollar assets to support certain fong duration foreign currency liabilities. Additionally, in
some countries, local surplus is hald entiraly or in part in U.S. dollar assets which further minimizes exposure to exchange rate fluctuation
risk.

Risk Management

Corporate Risk Management. MatLife has established several financial and non-financial senior management committees as part of its
risk management process. These commitiees manage capital and risk positions, approve asset/liability management strategies and
establish appropriate corporate business standards.

MetLife also has a separate Corporate Risk Management Department, which is respansible for risk throughout MetlLife and reporis 10
MetLiie's Chief Financial Officer. The Corporate Risk Management Department's primary responsibilities consist of:

« implementing a Board of Directors-approved corperate risk framework, which outlines the Company’s approach for managing risk on

an enterprise-wide basis;

* developing policies and procedures for managing, measuring and monitoring those risks identified in the corporate risk framework;

« gstablishing appropriate corporate risk tolerance levels;

* deploying capital on an economic capital basis; and

» reporting on a periodic basis to the Governance Committee of the Holding Company's Board of Directors and various financial and

non-financial senior management commitiges.

Asset/Liability Management,  The Company actively manages ils assets using an approach that balances guality; diversification, asset/
liability matching, liquidity and invaestment return. The goals of the investment process are to optimize, net of income tax, risk-adjusted
investment income and risk-adjusted total return while ensuring that the assets and liabilities are managed on a cash flow and duraticn
basis. The asset/liability management process is the shared responsibility of the Portfolio Managemeant Unit, the Financial Managerment and
Cversight Asset/Liability Management Unit, and the operaling business segments under the supervision of the various product line specific
ALM Committees. The ALM Ccmmittees’ duties include reviewing and approving target portfolios on a periodic basis, establishing
investment guidelines and limits and providing oversight of the asset/liability management process. The porifclio managers and asset
sector specialists, who have responsibility on a day-to-day basis for risk management of their respective investing activities, implemeant the
goals and objectives established by the ALM Committees.
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Each of MetLife’s business segments has an assel/liability officer who works with portfolio managers in the investment department to
monitor investment, product pricing, hedge strategy and liability management issues. Meilile establishes target asset portiolios for each
maior insurance product, which represent the investment sirategies used to profitably fund its liabilities within acceptable levels of risk.
These strategies are monitored through regular review of portiotio metrics, such as effective duration, yield curve sensitivity, convexity,
liguidity, asset sector concentration and credit quality.

To manage interast rate risk, the Company perferme periodic projections of asset and ligbility cash flows to evaluate the potential
sensitivity of its investments and liabilities to interest rate mavements. These projections involve evaluating the potentai gain or 1085 on
most of tha Company’s in-force business under varicus increasing and dacreasing interest rate environments. Department regulations
require that MetLife perform some of these analyses annually as part of Metlife's review of the Sufficiency of its regulatory reserves. For
several of its legal entities, the Company maintaing segmented operating and surplus asset portiolios for the purpose of asset/liability
management and the aflocation of investment income 1o preduct lines. For each segment, invested assels greater than or equal to the
GAAP liabilities less the DAG asset and any non-invested assets allocated to the segment are maintained, with any excess swept {0 the
surplus segment. The operating segments may reflect differences in legal entity, statutory line of business and any product market
characteristic which may drive a distinct investment strategy with respect to duration, liquidity or credit guality of the invested assets.
Certain smaller entities make use of unsegmented general accounis for which the investment strategy reflects the aggregate charac-
teristics of liabilities in those antities. The Company measures relative sensitivities of the value of its assets and liabilities to changes in key
assumptions utilizing Company models. These models reflect specific product characteristics and include assumptions based on current
and anticipated experience regarding lapse, mortality and interest crediting rates. In addition, these models include asset cash flow
orojections reflecting interest payments, sinking fund payments, principal payments, bond calls, mortgage preépayments and defaults.

Common industry metrics, such as duration and convexity, are also used to maasure the relative sensitivity of assets and iiability values
to changes in interest rates, In computing the duration of liabilities, consideration is given to all policyholder guarantees and to how the
Company intands to set indeterminate policy elements such as interest credits or dividends. Each asset portfolio has a duration constraint
based on the liahility duration and the investment objectives of that portfolio. Where a liahility cash flow may exceed the maturity of available
assels, as is the case with certain retirement and non-medical health products, the Company may support such liabilities with equity
investments or curve mismatch strategies.

Hedging Activities. To reduce interast rate risk, Metlife's risk management strategies incorporate the use of various interest rate
derivatives 1o adjust the overall duration and cash flow orofile of its invesled asset porttolios to better match the duration and cash flow
profite of its liabilities. Such instruments include financial futures, financial forwards, interest raie and credit default swaps, caps, floors and
options. MetLife also uses foreign currency swaps and forwards to hedge its foreign currency denominated fixed .ncome investments,

Risk Measurement: Sensitivity Analysis

The Company measures market risk related 1o its holdings of invested assets and other financial ingtruments, includ:ng certain market
risk sensitive insurance contracts, based on changes in interest rates, equity market prices and currency exchange rates, utilizing a
sensitivity analysis. This analysis estimates the potential changes in fair value based on a hypcthetical 10% change (increase or decrease)
in interest rates, equily market prices and currency exchange rates. The Company beligves that a 10% change (increase or decreasg) in
these market rates and prices is reasonably possible in the near-term. in performing this analysis, the Company used market rates at
December 31, 2007 to re-price its invested assets and other financial instruments. The sensitivity analysis separately calculated each of
Metlife’s market risk exposures {interest rale, equity market price and foreign currency exchange rate} related o it tradirg and non-traging
invested assets and other financial instruments. The sensitivity analysis performed included the market risk sensitive holdings described
above. The Company modeled the impact of changes in market rates and prices on the fair values of its invested assets as follows:

e the net present values of its interest rate sensitive exposures resulting from a 10% change {increase or dacrease) in interest rates;

e the markat value of its equity positions due to a 10% change (increase or decrease) in equity prices; and

e the U.S. dollar equivalent balances of the Company's currency exposures due 1o a 10% change (increase or decrease) in currency

exchange rates.

The sansitivity analysis is an estimate and should not be viewed as prediclive of the Company's future financiai performance. The
Company cannot assure that its actual lossas in any particular year will not excead the amounts indicated in the table below. Limitations
relaied 10 this sensitivity analysis include:

» the market risk information is limited by the assumptions and parameters established in creating the related sensitivity analysis,

including the impact of prepayment rates on mortgages;

e for derivatives that qualify as hedges, the impact on reported earnings may be materially different from the change in market values;

« the analysis excludes other significant real estate holdings and ligbilities pursuant to insurance contracts; and

« the model assumes that the composition of assets and liabilities remains unchanged throughout the year.

Accordingly, the Company uses such models as tools and not substitutes for the experience and judgment of its corporate risk and
assel/liability management personnel. Based on its analysis of the Impact of a 10% change (increase or decrease} in market rates and
prices, Meatlife has determined that such a change could have a material adverse effect on the fair value of its interest rate sensitive
invested assets. The equity and foreign currency portiolios do not expose the Company to material market risk, ’
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The table below illustrates the potentiai 10ss in fair value of the Company's interest rate sensitive financial instruments at December 31,
2007. In addition, the potential loss with respect to the fair value of currency exchange rates and the Company's equity price sensitive
positicns at December 31, 2007 is set forth in the table below.

The potential loss in fair value for each market risk exposure of the Company's partfolic at December 31, 2007 was:

December 31, 2007
{In millions}

Non-trading.
Interestrate risk . . ... ..., e $5,170
EQuity price risk . . . $ 96
Foraign curency exchange rate 1isk . . . o o o L $ 711
Trading:
Interest rate risk . . .. ... e $ 18

The table below provides additional detail regarcing the potential loss in fair value of the Company's non-trading interest sensitive

financial instruments at December 31, 2007 by type of asset or liability:
December 31, 2007

Assuming a
10% increase
Notional Estimated in the yield
Amount Fair Value curye
{In millions)
Assets
Fixed maturity S8eCuUrities . . . . . . . $242,242 F5,177)
Equity securities . . . . . e 6,050 —
Mortgage and Consumarloans . . . . . . . . . 47,599 (594)
Palicy 10ans . . . . . e 10,419 (235}
Short-term InvestmentS. . . . . o 2,648 . (15)
Cash and cash equivalents . . . . . .. .. 10,368 -
Mortgage loan CommitMENtS . . . . . . . e $ 4,035 (43) (50)
Commitments to fund bank credit facilities, bridge loans and
private corporate bond INVESIMENtS . . . . . .. . e $ 1,196 (59) —
Total 88SEIS . . L . . H6,071)
Liabilities
Policyholder account DaIaNCes . . . . . . o $114,466 $ 840
Short-term debt . . . 667 -
Long-termdebt. . . . . . e 9,532 307
Collateral finanging arrangements . . . . . . . . o e 5,365 -
Junior subordinated debt securities . . . ... 4,338 138
Shares subject to mandatory redemption . . . . . . L o 178 -
Payables for collateral under securities loaned and other transactions. . . ... ... ... ... ... 44,136 —
Total liabilittes . . . . . e $1,283
Other
Derivative instruments {designated hedges or otherwise}
Interestrate swaps . . ... . ... ... . ... S $62.519 & 17 $ (132
Interest rate floOrs. . . . . . . e 48,937 621 (47)
Ifterest rate Caps . . . . . e 45,498 50 33
Financial Tuturas . . . . . . e e 10,817 32 {41)
FOr@ign CUmency SWADS . . . . . . v v et 21,399 {(244) Q7
Foreign currency forwards . . . . . .. e 4,185 60 —
OPtONS . . e 2,043 712 {(93)
Financial forwards. . . . 0 e 4,600 120 {5)
Credit default SWaps . . . . 6,850 23 (1)
Synthetic GICS . . . . e 3,670 — -
ORI . e 250 43 1
Total other . . . e $ (382)
Net change . . . . . . . . . e $(5,170)

This quantitative measure of risk has decreased by $805 million, or 13%, to $5,170 million at December 31, 2007 from $5,875 million at
December 31, 2008, A decrease in the yield curve has decreased our sensitivity by $1.5 billion. This decrease was partially offset by
$140 million due to increased asset size, $270 million due to increased derivative usage and $285 million due to duration charges and
othar,

In addition to the analysis above, as part of its asset liability management pregram, the Company also performs an analysis of the
sensitivity to changes in interest rates, including both insurance liabilities and financial instruments. As of December 31, 2007, a
hypothetical instantangous 10% decrease in interest rates applied to the Company's liabilities, insurance and asscciated asset portflios
would reduce the fair value of equity by $12 million. Managemant does not expect that this sensitivity would produce a liquidity strain on the
Company,
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Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None.

Management’s Annual Report on Internal Control Over Financial Reporting

Managament of MetLife, Inc. and subsidiaries is responsible for establishing and maintaining adequate internal contro! over financial
reporting. In fuliiling this responsibility, estimates and judgments by management are reqguired to assess the expected berefits and related
costs of control procedures. The objectives of internal control include providing management with reasonabla, but ot absolute, assurance
that assets are safeguarded against '0ss from unauthorized use or disposition, and that transactions are executed in accordance with
managemant's authorization and recorded properly o permit the preparation of consolidated financial statermnants in conformity with GAAP.

Financial management has documented and evaluated the effectiveness of the internal control of the Company as of December 31,
2007 pertaining to financial reporting in accordance with the criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsaring Organizations of the Treadway Commission.

In the opinion of management, Metlife, Inc. maintained effective internal conira! over financial reporting as of December 31, 2007,

Delcitte & Touche LLP, an independent registered public accounting firm, has audited the consolidated financial statements and
consolidated financial statement schedules included in the Annual Rapcri on Form 10-K for the year snded December 31, 2007, The
Report of the Independent Registered Public Accounting Firm on their audit of the consolidated financial statements ard consolidated
financial statement schedules is included at page F-1.

Attestation Report of the Company’s Registered Public Accounting Firm

The Company's independent regisiered public accounting firm, Deloitte & Touche LLP, has issued thesr attestation report on
management's internal control over financial reporting which is set forth below,
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Beard of Directors and Stockhoiders of
Metlife, Inc.:

Wa have audited the internal control over financial reperting of MetLife, Inc. and subsidiaries (the "Company”) as of December 31, 2007,
based on criteria established in Internal Control — Integrated Framework issued by the Commitiee of Sponsoring Crganizations of the
Treadway Commission. The Company’s management is responsitle for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal controi over financial reporting, included in the accompanying Management's Annual Report
on Internal Control over Financial Reporting. Our responsibility is 10 express an opinion on the Company's internat control over financial
reperting based on our audit,

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and pertorm the audit to obtain reasonable assurance about whether effactive internal control over financial
reporling was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, tasting and evaiuating the design and operating effectiveness of internal control based
on the assessed rigk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reascnable basis for our opinion,

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal
executive and principal financial officers, or persons psrforming simitar functions, and effected by the company's board of directors,
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financiat statements for external purposes in accordance with generally accepied accounting principles. A company's intarnal control over
financial reporting includes those policies and procedures that (1} pertain 10 the maintenance of records that, in reasonable detail,
. accurately and fairly reflact the transactions and dispositions of the assets of the company; (2) provide reascnable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accerdance with authorizations of management and
directers of the company; and (3] provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,
or disposition of the company’s assets that could have a material effect on the financial statemants.

Because of the inherent limitations of internal controt over financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.
Also, projections of any evaluation of the effactiveness of the internal control over financial reperting to future periods are subject to the risk
that the controts may become inadequate because of changes in conditions, or that the degree of compliance with the palicies or
procedures may deteriorate.

in our opinion, the Company maintaingd, in all material respects, effective internat control over financial reporting as of December 31,
2007, based on the criteria estabiished in /nternal Control — Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission.

Wa have also audited. in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated financial statements as of and for the year ended December 31, 2007, of the Company, and our report dated February 28,
2008, expressed an unqualified opinion on those consolidated financial statements and included an explanatory paragraph regarding
changes in the Company's methad of accounting for deferred acquisition costs and for income taxes as reguired by accounting guidance
adopted on January 1, 2007.

/s/ DELOITTE & TOUCHE LLP
DELOITTE & TOUCHE LLP

New York, New York
Fetruary 28, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Metlife, Inc.:

We have audited the accompanying consolidated balance sheets of Metiife, Inc. and subsidiaries (the “Company”} as of December 31,
2007 and 2006, and the related consolidatad statements of income, stockholders’ equity, and cash flows for each of the three years in the
pericd ended December 31, 2007, These consolidated financial statements are the responsibility of the Company's management. Our
responsibility s to express an opinion on the consolidated financial statements based on our audits, '

We conducted cur audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audii to obtain reasconable assurance about whether the consclidated financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporiing the amounts and disclosures in the
consclidated financial statements. An audit also Includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reascnable basis for
cour opinion.

I our opinion, such consolidated financial statements prasent fairly, in all material respects, the financial position of Metlite, Inc. and
subsidiaries as of December 31, 2007 and 2008, and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2007, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 1, the Company changed its method of accounting for deferred acquisition costs and for income taxes as required
by acceunting guidance adopted on January 1, 2007, and changed its method of accounting for defined benefit pension and other
postretirement plans as required by accounting guidance adopted on December 31, 2006,

We have also audited, in accordance with the standards of the Public Company Accounting Oversignt Beard (United States), the
Company's internal control gver financial reporting as of December 31, 2007, based on the crileria established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and our report, dated
February 28, 2008, expressed an unqualitied opinion on the Company's internal control over financial reporting.

/s/ DELOQITTE & TOUCHE LLF
DELOITTE & TOUCHE LLP

New York, New York
February 28, 2008
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MetlLife, Inc.

Consolidated Balance Sheets
December 31, 2007 and 2006
{in millions, except share and per share data)

2007 2008
Assets
Investments:
Fixed maturity securities available-for-sale, at estimated fair value (amortized cost: $238,761 and
B238,768, reSDECHVEIV] . o v $242,242  3241,928

Equity securities available-for-sale, at estimated fair value (cost: $5,891 and $4,549, respectively) . . . . . . .. 6,050 5,094

Trading securities, at estimated fair value (cost: $768 and $727, respectively) . . .. .. ... . ... . ... ... 77g 758

Mortgage and CoNSUMEr (08NS .« . o v v o e 47,030 42,239

POlCY I0BIMS + o o o e e 10,419 10,228

Reat estate and real estate joint ventures held-for-investment . . . .. ... ... . L o L 8,597 4,802

Real estate held-1or-5a18 . . . . . o o o 172 184

Other limited pannership iMBresiS . . . . . o o 68,1565 4,781

SRt INVESIMENIS .« . . o o e e e 2.648 2,709

Other INvestad B58BIS . . . . . o e 12,642 10,428

Tolal INVESIMENIS . . o o e e 334,734 323,152
Cash and cash aquivalentsS . . . . . . e 10,368 7.107
Accrued INVESIMENTINCOME . L . . . . o e e 3.830 3,347
Premiums and othar recaivablas . . . . e 14,607 14,490
Deferred policy acquisition costs and value of business acguired . . .. .. ... ... Lo oo 21,521 20,838
Current INCOME 18X reCOVEIab e . © . . . 303 -
Goodwill. . .. e P 4,910 4,897
Assets of subsidiaries neld-for-sale . . . .. L e - 1,563
[0 1T =T 7= == = £ P 8,330 7,956
Separate ACCOUNLASSEIS . . . . . o e e 160,159 144,365

TOMAl ASSBIS . o o . $558,562 $527.715
Liabilities and Stockholders’ Equity
Liabilities:

Future policy benefits . . . . . . . o $132.262 $127,489

Policyholder acCount balanCes . . . . .. .. . L 137,349 131,948

Othar policyholder fUNdS . . . . . .. e 10,176 8,139

Policyholder dividends payable. . . . . . . . 994 960

Palicyholder dividend obligation . . . . .. . . . L e 789 1,063

Short-tarm et . . . e e 667 1,449

Long-term dabt. . . . . e 9,628 g,129

Collateral financing arangemEBNIS . . . . . o it e e 5732 850

Junior subordinated debt SBCUNtIBS . . . . . . . L e e e 4,474 3,780

Shares subject to mandatory redemplion . . . .. .. . e 159 278

Liabilities of subsidiaries neld-for-sale . . . . . .. .. e — 1,595

Current INCOME tax payable . . . . . .. - 1,485

Deferred incoma tax liability . . . . . . . 2,457 2,278

Payables for collateral under securities loaned and other transactions .. .. ... .. ... o oL 44,138 45,846

Other Hablities . . . . o e 14,401 12,283

Separate account Habilities . . . . . L. 160,159 144,365

Total Hanilties. . . . o e e 523,383 493,917
Contingencies, Commitments and Guarantees (Note 16)
Stockholders' Equity:
Preterred stock, par value $0.01 per share; 200,000,000 shares authorized; 84,000,000 shares issved and

ouistanding: $2,100 aggregaie fiquidation preference . . ... . ... . L oo i 1
Cornmen stock, par value $0.01 per share; 3,000,000,000 shares autharized; 786,766,664 shares issusd;

728,223,440 and 751,984,799 shares cutstanding at December 31, 2007 and 2008, respactively. . . . . ... 8 B
Additional paid-in capital . . . . . L e 17,008 17,454
Betained @amMiNgs . . . . o o o o e 14,884 16,574
Treasury stock, at cost; 57,543,224 shares and 34,781,855 shares at December 31, 2007 and 20086,

FESPECHVEIY . o o o (2.890) (1,357)
Accumulated other compreRanSIvE INCOME . . . . . . . o o e e e e 1,078 1,118

Total SIoCKhOIGEIS' BQUITY . . . o . o e e 35,179 33,798
Tolal liabilities and StoCKROIHEIS BAUItY . . . . .« . 0t $558,562 527,715

See accompanying notes to consolidated financial statements.
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MetLife, Inc.

Consolidated Statements of Income
For the Years Ended December 31, 2007, 2006 and 2005
(In millions, except per share data)

2007 2008 2005
Revenues -
PIEITHUMS - © o o o e v e e e e e $27,895 $26.412  $24,860
Universal life and investment-type product pclicy fees ... . . oo oo 5311 4,780 3,828
Net INVESIMENT INCOME . . ot o e e e e e 18,008 17,082 14,756
Otherrevenues . ... oo oo P 1,633 1,362 1,271
Net investment gains (losses) . ... .. .. S (738) (1,382) (8B)
TOAl FEVEMUES .« + « v v o o e e e e e e e 53,007 48,254 44 628
Expenses
Policynolder bensfits and Claims . .. ... 27,828 26,431 25,506
Interest credited to policyholder account balances . . . .. . o 5,741 5,171 3,887
Policyholder dividenas. . . . oo e 1,728 1,701 1,679
OUNEE BXOENSES « . . -« o v v e ettt e 11,673 10,783 9,284
TOAl BXPEMSES + « « o o oo e 45,968 44,086 40,336
lncome from continuing operations before provision for income tax . .. ... oo oo 5,039 4,168 4,293
Pravision for INCOME L)X . . .« o e e e e e e e e 1,759 1,087 1,222
Income from continuing operations. . . . . . . . 4,280 3,071 3,071
Income from discontinued operations, netof incometax., .. . ... oo 37 3,222 1,643
NETINCOIMIE . o v v o e e e e 4,317 6,293 4,714
Proferred stock QiVIABMTS . . . v o o e 137 134 63
Nel income available to common shareholders . . .. . . .. oo $ 4,180 $ 8,158 § 4,651
Incomea from continuing operations available to common shareholders per commaon share
SIS & 0 e e e $ 557 % 385 § 4.02
DIUtE . . $ 544 3 381 $ 3.98
Net income available to common shareholders per common share
BESIC .« + v o e e $ 562 & BOS 65.27
DIUtEd e e $ 548 $ 7.99 6.16
Cash dividands per COMMON SNAIE . . . ... .. ot $ 074 % 059 & 052
See accompanying notes to consolidated financial statements.
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Dividends cn common stock

MetLife, inc.

Consolidated Statements of Stockholders’ Equity
For the Years Ended December 31, 2007, 2006 and 2005

Balance at January 1,2005 . . ..., ... ...
Treasury slock transactions, net .. . ... . ...
Commeon stock issued in connection with
acquisiticn
Issuance of prefarred stock
Issuance of stock purchase contracts related to
commeneguity units . . . . ... ..
Dividends on preferred stock
Dividends on common stock ... ... ... ...
Comprehensive income:
Net income
Cther comprehensive income (loss):
Unrealized gains {losses) on derivative
instruments, net of income tax .
Unrealized investment gains (Iosses) net of
related offsets and income tax . . .. .
Foreign currency translation ad|ustmems
net of income 1ax
Additional minimum pension liability
adjustment, net of income tax, . . ... . .

Cther comprehensive income floss). . .. . . ...
Comprehensive incomea . . . ... ... ... ..

Balance at December 31, 2005. . . .. . ... ..
Treasury stock transactions, net
Dividends on preferred stock
Dividends on common stock
Comgprehensive income:
Net income .
Other comprehenswe income (Ioss)
Unrealized gains {losses} on derivative
instruments, net of income tax . . .
Unrealized investment gains {losses), net of
rejated offsels and income tax . . . .
Fereign gurrency translation adjustmems.
net of income tax . . A
Additional minimum pensmn habllny
adjustment, net of income tax. . . .. ...

Adcpiion of SFAS 158, net of income tax . . .

Balance at December 31, 2008. . . . . . .. ...
Cumulative effect of changes in accounting
principles, net of income tax {Note 1), . . . . .

Balance at January 1, 2007 . e
Treasury stock transactions, net N L.
Obligation under accelerated common stock
repurchase agreement (Note 18} . . . ,
Dividends on preferred stock

Comprehensive income:
Netincome . . .. .. .. .. .. . .. ... ...
Other comprehensive income (loss):
Unreglized gains (losses) on derivative
instruments, net of income tax .
Unrealized investment gains (\osses) “net of
redated olfsets and incorme tax
Fereign currency translation adgjustments,
net of income tax
Defined benefil plans adjustment, net of
incomatax. . ... ... 00

Other comprehensive income (10ss)
Comprehensive income

Balance at December 31, 2007. . . . . ... ...

Preterrad Commeon

(In millions)

Additional
Paid-in
Capital

Treasury
Retained Stock

Stock Stock

Accumulated Other
Comprehensive Income

Net
Unreallzed
Investmeant

Defined
Benefit
Plans

Forelgn
Currency
Translation

Earnings ot Cost QGains (Losses) Adiustments Adjustment

Total

- $8  $15,037 $ 6.608 (1,785
58 09

283
1 2,042

727

{146)
(63)
(394)

4,714

$2,994

233
(1,285)

% g2 $(130)

(81
BS

$22,824
157

1,010
2,043

8 17,074
180

—_

10,865

(134)
(450}

6,293

(959)
(388}

1,942

{43)
{35)

17,464 16,574

(329)

(1,357)

1.864

wl

17.454 16,245 (1,357)
94 {1,533)

(450)
(137)
(541)

4,317

1,864

{40y
(853)

=2

$17,098 $19.884 $(2,880)

g

g 9N

See accompanying notes 1o consclidated financial statements.

A (41}

a6
{(18)

(744)
57 (803)

57 (803}

290
563

NS
&
2

(43)
{35)
46

(8
(50)
6,243
(744)
33,798

{329)
33,469
(1.439)

{450}
(137)
(541)

4,317

4,277
$35,179
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MetLife, Inc.

Consolidated Statements of Cash Flows
For the Years Ended December 31, 2007, 2006 and 2005
{In millions)

2007 2006 2005
Cash flows from operating activities
NELIMGOME © o o o o o e e e e e e e e e $ 4317 % 6293 $ 4714
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortizatlon exXpeNSas . . . .. 457 304 352
Amortization of premiums and accretion of disccunts associated with investments, net . .. . (955) (B818) (201)
(Gains) losses from sales of investments and businesses, net. . ... ... o 619 {3,492) (2,271)
Undistributed equity eamings of rea! estate joint ventures
and other limited partpership interests. . . . . .. o (B05) (459) 416)
Interest credited to policyholder account balances . . . . . ..o oo 5,780 5,246 3,925
Interest credited 10 bank deROSIES. . . L L e 200 193 106
Universal tife and investment-type product pelicy fees. ... . ... ... o (5,311 4,780 (3.828)
Change in accruad investment inCOME . ... .. ... (275) (315 (187)
Change in premiums and other receivables. . . .. ... ... L oo {283) (2,855) 3%
Change in deferred policy acquisition costs, net .. . ... .. ... L oo (1,178) (1,317) (1,043
Change in insurance-related liabilities . . ... ... ... .o e 5,483 5,031 5,709
Change in trading SecUrties . . . . . .. . . e 200 {432) {244)
Changeinincometax payable . . . ... ... ... e 101 2,039 528
Change in other @SSets . . . . . . .. o 643 1,712 347
Change in other BabilteS « . o\ v e e 720 (202) 506
ONEL, NBL . . e e e e e 51 138) 29
Net cash provided by operating activities . ... .. .o o G,062 5,600 8,019
Cash flows from investing activities
Sales, maturities and repayments of:
Fixed maturity SECUMTIES . . . . L 112,082 113,321 155,709
EQUity SECUMLIES . . . . o ot e e 1,738 1,313 1,062
Mortgage and CONSUMEr ICEMS. . . o v v oo g,854 8,348 8,462
Real estate and real estate jOINt ventures . . .. . .. o 664 6,211 3,668
Other limited partnarship INTErests. . . .. ... 1,121 1,768 1,132
Purchases of;
Fixed maturity SECUMNLIBS .« o o v e {112,534) (129,644} (1589,111)
EQUILY SECUMTES . . . o L ot e et e e e e (2,883 (1,0582) {1,509)
Mortgage and ConSumer fOaNS . . . .. ... o i (14,365) (13.472) {10,902)
Real estate and real estate jointventures . . .. .. . o (2,228) (1,523} (1,451)
Other limited partnership iNterests. . . . . .. ... o (2,041) (1,9'8) (1,108)
Nat change in short-terminvestments . ... ... ... 55 595 2.267
Additional consideration related to purchases cf businesses . . . . ... . ... oo (115) —
Purchases of businesses, nat of cash received of $13, 30 and $852, respectively. . . .. .. . (43) - (10,160)
Proceeds from sales of businesses, net of cash disposed of $763, $0 and $43, respeciively. . (694) 48 260
Net change in otherinvested @ssels . . ... ... .. ... i (1,020) (2,411) (450}
OROL, NEL. . e e (330 (358} (489)
Nel cash used ininvesting activities . . .. .. . L $ (10.644) % (18,888; § (22,617)
Ses accompanying notes to consolidated financial statements,
MatlLife, nc. F-5




MaetLife, Inc.

Consolidated Statements of Cash Flows — (Continued)
For the Years Ended December 31, 2007, 2006 and 2005
{In millions)

2007 2008 2005
Cash flows from financing activities
Palicyholder account balances:
DBPOSIIS . . o ot e $58,026 $53,947 3 52,077
WO AWALS . . . . e e (55,256) (50,574) (47.827)
Net change in payables for collateral under securities loaned and other ransactions .. .. .. ... {1,710) 11,331 4,138
Net change in short-termdabt .. . .. .. .o (782) 35 (56)
Long-term debtiSSUBD . . . . . . . e e 726 284 3.541
Long-term debt repaif. . . . . . . . {286) {732) {1,430)
Collateral financing arrangements iSsUSd. . . . .. . o 4,882 880 -
Shares subject to mandatery redemption. . ... ... L. e e (131) — —
Preferred Stockissued . ... ... . e - - 2,100
Dividends on preferred StOCK . . . . o (137) {134) (83)
Junior subordinated debt securities issued . . .. L 694 1,248 2,533
Treasury S10CK AaCQUIrEd . . . . . .. e (1,708) (500} —
Dividends on COMMON SIOCK. . . . . . o e {541) (450) {394)
Stock OplIGNS EXEIGISET . . o o . o o e s 110 83 72
Debt and BQUItY ISSUBNCE COSIS. . . . . o v o e et e e {14} (25) (128)
OHh8r, NEL. .« . o 67 12 (53)
Net cash provided by financing activities . . .. .. .. ... .. 3,843 15,375 14,510
Change in cash and cash equUIVAIBNTS . . . . . . . .. 3,261 3,089 (88)
Cash and cash equivalents, beginning of year . . . . .. ... ... 7,107 4,018 4,106
Cash and cash equivalents, end ofyear. . . .. .. ... ... ... $10,368 % 7,107 § 4,018
Cash and cash equivalents, subsidiaries held-ior-sale, beginningofyear ... .. ... ... . ... % - 3 - % 58
Cash and cash equivalents, subsidiaries held-for-sale,endofyear. . . ... .. ... .. ... $ - 3 - % —
Cash and cash equivalents, from continuing operations, beginning of year .. .. ....... ... ... $ 7107 $ 4018 $ 4,048
Cash and cash equivalents, from continuing cperations,end ofyear. . . . .. ... . ... ... $10,368 & 7.i07 $ 4,018
Supplementat disclosures of cash flow information:
Net cash paid during the year for: ‘
ST =14 = =1 S O T $ 1.011 3 819 & 579
INCOME A8X .+ v v o o e e e e e e e e e e e $ 2,128 409 & 1,391
Non-cash transactions during the year:
Business acqguisitions:
Assets acquired . . . .. L e e % - % —  %102,112
Less: labilities 8SSUMBO. .« . v v e e e — — 20,080
Net 888615 aCaUIred . . . . e - — 12.022
Less:cashpaid . . ... . ... . .. ... . ... I — - 11,012
Business acquisition, common stock issued . . . ... ... C e 5 - % - % 1,010
Business dispositions:
ASSELS AiSNOSBA. « © o e % - 8 - 5 366
Less: liabilities diSDOSEA . . . . o o e — - 26%
Net 888818 diSPOSET . . . ot v e - - a7
Plus: equity SECUrti@S reCEIVED . . . . . . . e e - — 43
Less: CasSh QISDOSEU .« o v v o o e e e — — 43
Business disposition, net of cash dispesed ... .. .. ... o o oo 3 - & - 8 a7
Contribution of equity securities to Metlife Foundation . . . .. ... oo % 12 8 - 8 1
Accrual for stock purchase contracts related to common equity units . ... .. ... .. .. ... % - & - & 97
Real estate acquired in satisfactionof debt . .. ... .. ... 5 1 & 68 & 1

See accompanying notaes to consclidated financial statements.
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MetLife, Inc.

Notes to Consolidated Financial Statements
1. Business, Basis of Presentation, and Summary of Significant Accounting Policies

Business

“Meilife" or the “Company® refers to MetLife, Inc., a Delaware corporation incorporatec in 1999 (the "Holding Company®), and its
subsidiaries, including Matropolitan Life Insurance Company ("MLIC}). MetLife is a leading provider of insurance and other financial
servicas with oparations throughout the United States and the regions of Latin America, Europs, and Asia Pacific. Through its domestic and
international subsidiaries and affiliates, MetLife offers life insurance, annuities, automobile and homeowners insurance, retail banking and
other financial services to individuals, as well as group insurance, reinsurance and retirement & savings products and services (o
corporations and other institutions.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of (i) the Holding Company and its subsidiaries; (i) part-
nerships and joint ventures in which the Gompany has control; and (i} variable interast entities ("VIES"} for which the Company Is deemed to
be the primary beneficiary. Closed block assets, liabilities, revenues and expenses are combined on a line-by-line basis with the assels,
liabilities, revenues and expenses outside the closed block based on the nature of the particular item. See Nole 9. Intercompany accounts
and transactions have been eliminated. )

The Company uses the equity method of accounting for Investrments in equity securities in which it has mors than a 20% interest and for
real estate joint ventures and other limited partnership interests in which it has more than a minor equity interest or more than a minor
influence over the joint venture's or partnership's operations, but does nat have a controlling intersst and is nat the primary beneficlary. The
Company uses the cost method of accounting for investments in real estate joint venturas and other limited partnership interests in which it
has a minor equity investment and virtually no influsnca over the jeint venture's or partnarship's operations.

Minority interest related to consolidated entities included in other liabilities was $1.8 billion and $1.4 billion at December 31, 2007 and
2006, respectively.

Certain amounts in the prior year periods' consclidated financial statements have been reclassified to conform with the 2007 presen-
tation. Such raciassifications include $850 million relating to long-term debt reclassified to collateral financing arrangements on the
consolidated balance sheet at December 31, 2006 and the consolidated statement of cash flow for the year ended December 31,
2006. See Note 11 for a description of the transaction. See also Note 23 for reclassifications related to discontinued operations.

On July 1, 2005, the Holding Company completed the acquisition of The Travelers insurance Company, excluding certain assets, most
significantly, Primerica, from Citigroup Inc. {*Citigroup"), and substantially all of Citigroup's internaticnal insurance businesses (collectivaly,
“Travelers”), which is described in Note 2. The acquisition was accounted for using the purchase metnod of accounting. Travelers’ assets,
liabilities and resuits of operations were included in the Gompany's results beginning July 1, 2005. The accounting pelicies of Travelers
were conformed to those of Metlife upan acquisition.

Summary of Significant Accounting Policies and Critical Accounting Estimates

The preparation of financial statements in conformity with accounting principtes generally accepted in the United States of America
{(*QAAP") requires management to adopt accounting policies and make estimates and assumptions that affect amounts reported in the
consolidated financial statements. The most critical estimates include those used in determining:

i) the fair value of investments in the absence of quoted market values;

i) investment impalrments;

iy the recognition of income on certain investments,

iv)  the application of the consolidation rules o certain investmsnts;

v} the fair value of and accounting for derivatives;

vi) the capitalization and amortization of deferred policy acquisition costs ("DAC”) and the establishment and amortization of
value of business acquired ["VOBA");

vil)  the measurement of goodwill and related impairment, if any,

vili)  the liability for future palicyholder benefits;

ix) accounting for income taxes and the valuation of deferred tax assets;

X)  accounting for reinsurance transactions;

xi)  accounting for employee benefit plans: and

xil)  the liabiiity for litigation and regulatcry matters.

A description of such critical estimates is incorporated within the discussion of the related accounting policies which follow. The
application of purchase accounting requires the use of estimation technigues in determining the fair values of assets acquired and liakilities
assumed — the most significant of which relate to the afcrementioned critical estimates. In applying these policies, management makes
subjective and complex judgments that frequently require estimates sbout matters that are inherently uncertain. Many of these policies,
estimates and relafed judgments are common in the insurance and financial services industries; others are specific to the Company's
businesses and operations. Actual results could differ from these estimates,

Investments

The Company’s principal investments are in fixed maturity and equity securitiss, mortgage and consumer loans, pelicy loans, real
estate, real estate joint ventures and other limited partnarships, short-term investments, and cother invested assets. The accounting
policies related to each are as follows:

Fixad Maturity and Equity Securities.  The Company's fixed maturity and equity securities are classified as available-for-sale,

except fortrading securities, and are reported at their estimated fair value. Unrealized investmant gains and losses on these securities
are recordad as a separate componeant of other comprehansive income or loss, net of policyholder related amounts and deferred
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income taxes. All security transactions are recorded on a trade date basis. Invesiment gains and losses on sales of securities are
determinad on a specific identification basis.

intarest income on fixed maturity securities is recorded when earnad using an effective yield method giving effect to amortization
of premiums and accretion of discounts. Dividends on equity securities are recorded when declared. These dividends and interest
income are recorded as part of net investment income.

Included within fixed maturity securities are loan-backed securities including mortgage-backed and asset-backed securities.
Amortization of the premium or discount from the purchase of these securities considers the estimated timing and amount of
prepayments of the underlying loans. Actual prepayment experience is periodically reviewed and effective yields are recalculated
when differences arise between the prepayments criginally anticipated and the actual prepayments received and currentty antic-
ipated. Prepayment assumptions for single class and mulli-class mortgage-backed and asset-backed securities are obtained from
broker-dealer survey values or internal estimates, For credit-sensitive mortgage-backed and asset-backed securities and certain
prepayment-sensitive securities, the effective yield is recalculated on a prospective basis, Far ali other mortgage-backed and asset-
backed securities, the etfective yield is recalculated on a retrospective basis.,

The cost of fixed maturity and equity securities is adjusted for impairments in value deemed to be other-than-temporary in the
period in which the determination is made. These impairments ara included within net investment gains {losses) and the cost basis of
the fixed maturity and eguity securities is reduced accordingly. The Company does not change the revised cost basis for subsequent
recoveries in value.

The assessment of whether impairments have occurred is based on managsment's case-ty-case evaluation of the underlying
reasons for the decline in fair vaiue. The Company's review of its fixed maturity and equity securities for impairments includes an
analysis of the total gross unrealized losses by three calegories of securities: {i) securities where the estimated fair value had declined
and remained below cost or amortized cost by less than 20%; (i) securities where the estimaied fair value had declined and remained
below cost or amortized cost by 20% or more for less than six months; and (i)} securities where the estimated fair value had declined
and remained below cost or amortized cost by 20% or more for six months or greater.

Additionally, management considers a wide range of factors about the securily issuer and uses its best judgment in evaluating
the cause of the decline in the estimated fair value of the security and in assessing the prospects for near-term recovery. Inherent in
management’'s evaluation of the security are assumptions and estimates about the aperations of the issuer and its future eamings
potential. Considerations used by the Company in the impairment avaluation process include, but are not limited to: i} the length of
time and the axtent to which the market value has been below cost or amortized cost; (i) the potential for impairments of securities
when the issuer is experiencing significani financial difficulties; (i) the potential for impairments in an entire industry sector or
sub-sector; (iv) the potential for impairments in certain economically depressed geographic locations; (v) the potential for impair-
ments of securities where the issuer, series of issuers or industry has suffered a catastrophic type of 1058 or has exhaustad natural
resources:; {vi) the Company's ability and intent to hold the security for a period of time sufficient to allow for the recovery of its value to
an amount equal 1o or greater than cost or amortized cost (See also Nate 3); (vii) unfavorable changes in forecasted cash flows on
mortgage-backad and asset-backed securities; and (viii) other subjective factors, including concentrations and information obtained
from regulators and rating agencies.

The Company purchases and receives beneficial interests in special purpose entities ("SPEs"), which enhance the Company's
lotal return on its invesiment portfolio principally by providing eguity-based returns on debt securities, These investiments are
generally made through structured notes and similar instrumentis (collectively, “Structured Investment Transactions™). The Company
has not guaranteed the performance, liquidity or obligations of the SPEs and its exposure to loss is limited to its carrying valug of the
heneficial interests in the SPEa. The Company does not consolidate such SPEs as it has determined itis not the primary beneficiary.
These Structured Investment Transactions are included in fixed maturity securities and their income is generally recognized using the
retrospective interest method. impairments of these investments are included in net investment gains {losses).

Tracting Securities.  The Company's trading securities portiolio, principally consisting of fixed maturity and equity securities,
supperts investment strategies that invoive the active and frequent purchase and sale of securities and the execution of short sale
agreemeants, and supports asset and liability matching strategies for certain insurance products. Trading securities and short sale
agreement liabilities are recorded at fair value with subsequent changes in fair value recognized in net investment income. Related
dividends and investment income are also included in net invesiment income.

Securities Lending.  Securities loaned transaciions are treated as financing arrangements and are recorded at the amount of
cash receivad. The Company obtains collateral in an ameunt egual to 102% of the fair value of the securities loaned. The Company
monitors the market value of the securities loaned on a daily basis with additional collateral obtained as necessary. Substantially afl of
the Company's securities Ioaned transactions are with large brokerage firms. Income and expenses associated with securities (oaned
transactions are reported as investment income and investment expense, respectively, within net investment income.

Mortgage and Consumer Loans. Mortgage and consurner loans are stated at unpaid principal balance, adjusted for any
unamartized premium or discount, deferred fees or expenses, net of valuation allowances. Interestincome is accrued on the principal
amount of the loan based on the lcan's contractual interest rate. Amortization of premiums and discounts is recorded using the
effective yield method. Interest income, amortization of premiums and discounts, and prepayment fees are reported in net investment
income. Loans are considered to be impaired when it is probable that, based upon current information and events, the Company will
be unabls to collect all amounts due under the contractual terms of the loan agreement. Valuation allowances are established for the
excess carrying value of the loan over the present value of expectad future cash flows discounted at the loan's original effective
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interast rate, the value of the loan's collateral if the loanis in the process of foreclosure or otherwise collateral dependent, or theloan's
market value if the loan is being sold. The Company also establishes allowances for loan losses when a loss contingency exists for
pools of loans with similar characteristics, such as morigage loans based on similar property types or loan to value risk factors. Aloss
contingency exists when the likelihood that a future event will occur is probable based on past events. Interest income earmed on
impaired loans is accrued on the principal amount of the loan based on the loan's contractual interest rate, However, interest ceases
to be accrued for loans on which interest is gensrally more than 80 days past due and/or where the collection of interest is not
considered probable. Cash receipts on such impaired loans are recorded as a reduction of the recorded investment. Gains and
losses from the sale of [vans and changes in valuation allowances are reported in nat investment gains (losses). '

Policy Loans. Palicy loans are stated at unpaid principal balances. Interest income on such loans is recorded as earned using
the contractually agreed upon interest rate. Generally, interest is capitalized on the policy's anniversary date.

Reat Estate. Real estate held-for-investment, including related improvements, Is stated at cost less accumulated depreciation.
Depreciation is provided on a straight-line basis over the estimated useful life of the asset (typically 20 to 55 years). Rental income is
recognized on a straight-line basis over the term of the respective leases. The Company classifies a property as held-for-sale if it
cemmits to a plan to sell a property within one year and actively markets the property in its current condition for a price that is
reasonable in comparison to its fair value. The Company classifies the results of operations and the gain or loss on sale of a property
that either has been disposed of or classified as held-for-sale as discontinued operations, if the ongoing operations of the property will

~ be eliminated from the ongoing operations of the Company and if the Company will not have any significant continuing invoivement in
the operations of the property after the sale. Real estate held-for-sale is stated at the lower of depreciated cost or fair value less
axpected disposition costs. Real estate is not depreciated while it is classified as held-for-sale. The Company periodically reviews its
properties held-for-investment for impairment and tests properties for recoverability whenever events or changes in circumstances
indicate the carrying amount of the asset may not be recoverable and the carrying valua of the property exceeds its fair value.
Properties whose carrying values are greater than their undiscounted cash flows are written down to their fair value, with the
impairment loss included in net investment gains (losses). Impairment losses are based upon the estimated fair value of real estate,
which is generally computed using the present value of expected future cash flows from the real estate discounted at a rate
commensurate with the underlying risks. Real estate acquired upon foreclosure of commercial and agricultural mortgage loans is
recorded at the lower of estimated fair value or the carrying valug of the mortgage loan at the date of foreclosure.

Real Estate Joint Ventures and Other Limited Partnership Interests.  The Company uses the equity method of accounting for
investments in real estate joint ventures and other fimited partnership interests inwhich it has more than a minor equity interest or more
than a minar influence over the joint ventyres or partnership's operations, but does not have a controlling interest and is nct the
primary beneficiary. The Company uses the cost method of accounting for investments in real estate joint ventures and other limited
partnarship interests in which it has a minor eguity investment and viriually no influence over the joint ventures or the partnership's
operations. In addition to the investees perferming regular evaluations for the impairment of underlying investments, the Company
routinely evaluates its investments in real estate joint ventures and other limited partnerships for impairments. For its cost method
investments, the Company follows an impairment analysis which is similar to the process followed for its fixed maturity and equity
securities as described previously. For equity method investees, the Company considers financial and other information provided by
the investea, other known information and inherent risks in the underlying investmants, as well as future capital commitments, in
determining whether an impairment has cccurred, When an other-than-temporary impairment is deemed to have cccurred, the
Company records a realized capital loss within net investment gains (losses) to record the investment at its fair value.

Short-term tnvestments,  Short-term investments include investments with remaining maturities of one year orless, but greater
than three months, at the time of acquisition and are stated at amortized cost, which approximates fair value,

Other invasted Assets.  Otherinvested assets consist principally of leveraged leases and funds withheld at interest. Leveraged
leases are recorded net of non-recourse debt. The Company participates iniease transactions which are diversified by industry, asset
type and geographic area, The Company recognizes income on the leveraged leases by applying the leveraged lease's estimated rate
of return to the net investment in the lease. The Company regularly reviews residual vaiues and impairs them to expected values as
needed.

Funds withheld represent amounts contractually withheld by ceding companies in accordance with reinsurance agreements.
For agreements written on a modified coinsurance basis and certain agraements written on a coinsurance basis, assels supporiing
the reinsured policies, and equal 1o the net statutory reserves, are withheld and continue 10 be legally owned by the ceding
companies. The Company records a funds withhsld receivable rather than the underlying investments. The Company recognizes
interest on funds withheld at rates defined by the treaty terms which may be contractually specified or directly related to the
investment portfolic and records it in net investment income,

Other invested assets also include stand-alone derivatives with positive fair values and the fair value of embedded derivatives
related to funds withheid and modified coinsurance contracts.

Estimaies and Uncertainties.  The Company's investments are exposed to three primary sources of risk; credi, interest rate

and market valuation. The financial statement risks, stemming from such investment risks, are those associated with the recognition
of impairments, the recognition of income on certain investments, and the determination of fair values.
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The determination of the amount of allowances and impairments, as applicable, are described praviously by investment type.
The determination of such allowances and impairments is highly subjective and is based upen the Company's periodic evaluation and
assessment of known and inharent risks associated with the respective asset class. Such evaluations and assessments are revised
as conditions change and new information becomes available. Management updates its evaluations regularly and reflects changesin
allowances and impairments in operations as such evaluations are revised.

The recognition of income on certain investments {e.g. loan-backed securities, including mortgage-backed and asset-backed
securities, certain investment transactions, trading securities, etc.} is dependent upon market conditions, which could result in
prepayments and changes in amounts to be earned.

The fair vaiues of publicly held fixed maturity securities and publicly held equity securities are based on guoted market prices or
estimates from independent pricing services. However, in cases where quoted market prices are not available, such as for private
fixed maturity securities, fair values are estimated using present value or valuation techniques. The determination of fair values is
based on: (i) valuation methodologies: (i) securities the Company deems to be comparable; and (i} assumpticns deemed
appropriate given the circumstances. The fair value estimates are made at a specific point In time, based on available market
information and judgments about financial instruments, including estimates of the timing and amounts of expected future cash flows
and the credit standing of the issuer or counterparty. Factors considered in estimating fair value include: coupon rate, maturity,
estimated duration, call provisions, sinking fund requirements, credit rating, industry sector of the issuer, and quoted market prices of
comparable securities. The use of different methodologies and assumptions may have a material effect cn the estimated fair value
amounis.

Additionally, when the Company enters into certain structured investment transactions, real estate joint ventures and other
limited partnerships for which the Company may be deemed to be the primary beneficiary under Financial Accounting Standards
Board {*FASE") Interpretation (“FiN") No. 46(r), Consolidation of Variable Interest Entitigs — An interpretation of ARB No. 51 it may be
required to consolidate such investments, The accounting rutes for the determination of the primary beneficiary are complex and
require evaluation of the contractual rights and obligations associated with each party involved in the entity, an estirmate of the entity's
expected losses and expected residual returns and the allocation of such estimates to each party.

The use of different methodologies and assumptions as to the determination of the fair value of investments, the timing and
arnount of impairments, the recognition of income, or consclidation of investments may have a material effect on the amounts
presented within the consoclidated financial statements.

Derivative Financial Instruments

Derivatives are financial instruments whose values are derived from interest rates, foreign currency exchange rates, or other financial
indices. Derivatives may be exchange-traded or contracted in the over-the-counter market. The Company uses a variety of derivatives,
including swaps, forwards, futures and option contracts, to manage the risk associated with variability in cash flows or changes in fair
values related to the Company's financial instruments. The Company also uses derivative instruments 10 hedge its currency exposure
associated with net investments in certain foreign operations. To a lesser extent, the Company uses credit derivatives, such as credit
default swaps, to synthetically replicate investment risks and returns which are not readily available in the cash market. The Company also
purchases certain securities, issues certain insurance policies and investment contracts and engages in certain reinsurance contracts that
have embedded derivatives.

Freestanding derivatives are carried on the Company's consolidated balance sheet either as assets within other invested assets or as
liabilives within cther liabilities at fair value as determined by quoted market prices or through the use of pricing models. The determination
of fair value, when guoted market values are not available, is based on valuation methodologies and assumptions deemed appropriate
under the circumstances. Dervative valuations can be affected by changes in interest rates, foreign currency exchange rates, financial
indices, credit spreads. market velatility, and liguidity, Values can alsc be affecied by changes in eslimates and assumptions used in
pricing models. Such assumptions include estimatas of volalility, interest rates, foreign currency exchange rates, other financial indices
and credit ratings. Essential to the analysis of the fair value is risk of counterparty default. The use of different assumptions may have a
material effect on the estimated derivative fair valus amounts, as well as the amount of reportad net income,

If a derivative is not designated as an acceunting hedge or its use in managing risk dogs not qualify for hedge accounting, changes in
the fair value of the derivative are generally reported in net investment gains (losses) except for those fi) in poticyhelder benefits and claims
for economic hedges of liabilities embedded in certain variable annuity products offered by the Company, and (i} in net investment income
ior economic hedges of equity method investments in joint venturas, or for all derivatives held in relation 10 the trading portfolios. The
fuctuations in fair value of derivatives which have not been designated for hedge accounting can result in significant volatility in net income.

To qualify for hedge accounting, al the inception of the hedging relationship, the Company formally documents its risk management
objective and strategy for undertaking the hedging transaction, as well as its designation of the hedge as either {i) a hedge of the fair value
of a recognized asset or liability or an unrecognized firm commitment (“fair value hedge™); (i) a hedge of a forecasted transaction or of the
variability of cash flows 10 be received or paid related 1o a recognized asset or liability ("cash flow hedge”); or (i} a hedge of a net
investment in a foreign operation. In this documentation, the Company sets forth how the hedging instrument is expected to hedge the
designated risks related to the hedged itern and sets forth the method that will be used to retrospectively and prospectively assess the
hedging instrument’s effectiveness and the method which will be used io measure ineffectiveness. A derivative designated as a hedging
instrument must be assessed as being highly effective in offsetiting the designated risk of the hedged item. Hadge effectiveness is formally
assessed at inception and periodically throughout the life of the designated hedging refationship. Assessments of haedge effectiveness and
measurements of ineffectiveness are also subject to interpratation and estimation and different interpretations or estimates may have a
material effect on the amount reported in net income.

The accounting for derivatives is complex and interpretations of the primary accounting standards continue to evolve in practice.
Judgment is applied in determining the availability and application of hedge accounting designations and the appropriate accounting
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treatment under these accounting standards, !f it was determined that hedge accounting designations were not appropriately applied,
reported net income could be materially affected. Differences in judgmant as to the availability and application of hedge accounting
designations and the appropriate accounting treatment may resuit in a differing impact on the consclidated financial statements of the
Company from that previously reported.

Under a fair value hedge, changes in the fair value of the hedging derivative, including amaunts measured as ineffectiveness, and
changes in the fair value of the hedged item related to the designated risk being hedged, ars reported within net investment gains ({losses).
The fair values of the hedging derivatives are exclusive of any accruals that are separately reported in the consolidated statement of income
within interest income or interest expense to match the location of the hedged item.

Under a cash flow hedge, changes in the fair valug of the hedging derivative measured as effective are reported within other
comprehensive income (i0ss), a separale component of stockholders' equily, and the deferred gains or losses on the derivative are
reclassified into the consolidated statement of income whan the Company's earnings are affected by the vanability in cash flows of the
hedged item. Changes in the fair value of the hedging instrument measured as ineffectiveness are reported within net investment gains
{losses). The fair values of the hedging derivatives are exclusive of any accruals that are separately reported in the consolidated statement
of income within interest income or interest expense to malch the location of the hedged item.

In a hedge of a nat investmant in a foreign operation, changes in the fair value of the hedging derivative that are measured as effeclive
are reperied within other comprehensive income {loss) consistent with the translation adjustrnent for the hedged net investment in the
foreign operation. Changes in the fair value of the hedging instrumant measured as ineffectiveness are reported within net investment gains
(losses).

The Company discontinues hedge accounting prospectively whien: (i} it is determined that the derivative is no longer highly effective in
offsetling changas in the fair value or cash flows of a hedged item, {ii) the derivative expires, is sold, terminated, or exercised, (iiiy it is no
longer probable that the hedged forecasted transaction will occur; (iv) a hedged firm commitment no fonger meets the definition of a firm
commitment; or {v) the derivative is de-designated as a hedging instrument.

When hedge accounting is discontinued because it is determined that the derivative is not highly effective in offsetting changes in the
fair value or cash flows of a hedged item, the derivative continues 1o be carried on the consolidated balance sheet at its fair value, with
changes in fair value recognized currently in net investment gains (losses). The carrying value of the hedged recognized asset or liability
under a fair value hedge is nc longer adjusted for changas in its fair value due to the hedged risk, and the cumulative adjustment to its
carrying value is amortized into income over the remaining life of the hedged item. Provided the hedged forecasted transaction is still
probable of occurrence, the changes in fair value of derivatives recorded in other comprehensive income (loss) related 1o discontinued
cash flow hedges are released into the consolidated statement of income when the Company's earnings are affected by the variability in
cash flows of the hedged item.

Whan hedge accounting is discontinued because it is no longer probable that the forecasted transactions will occur by the end of the
specified time period or the hedged item no longer meets the definition of & firm commitment, the derivative continues to be carried on the
consolidated balance sheet at its fair value, with changes in fair value recognized currently in net investment gains (losses). Any asset or
liability associated with a recognizad firm commitment is derecognized from the consolidated balance sheet, and recorded currently in net
investment gains (losses). Deferred gains and losses of a derivative recorded in other comprehensive income {loss) pursuant to the cash
flow hedge of a forecasted transaction are recognized immediately in net investment gains (losses).

In all other situations in which hedge accounting is discontinued, the derivative is carried at its fair value on the consclidated balance
sheet, with changes in its fair value recognized in the current pericd as net invesiment gains {losses).

The Company is alsc a party 1o financial instruments that contain terms which are deemed to be embedded derivatives. Tha Company
assesses each identlfied embedded derivative to datermine whether it is required to be bifurcated. If the instrument would not bs
accounted for in its entirety at fair value and it is determined that the terms of the embedded derivative arg not clearly and closely related to
the economic characteristics of the host contract, and that a separate instrument with the same terms would qualfy as a derivative
instrument, the embeddead derivative is bifurcated from the hest contracl and accounted for as a freestanding derivative. Such embedded
derivatives are carried on the consolidated balance sheet at fair value with the host contract and changes In their fair value are reported
currently in net invesiment gains {losses). If the Company is unable to properly identify and measure an embedded derivative for separation
from its host contract, the entire contract is carried on the balance sheet at fair value, with changes in fair value recognized in the current
period in net investment gains (losses). Additionally, the Company may elect to carry an entire contract on the balance sheet at fair value,
with changas In fair value recognized in the current period in net investment gains (losses) if that contract contains an embedded derivative
that requires bifurcation, There is a risk that embedded derivatives requiring bifurcation may not be identified and reported at fair value in
the consolidated financial statements and that their related changes in fair value could materially affect reported net income.

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original or remaining maturity of three months or less at the date
of purchase to be cash eguivalents.

Property, Equipment, Leasehoid Improvements and Computer Software

Property, equipment and lsasehold improvements, which are included in other assets, are siated at cost, less accumulated depre-
ciation and amortization. Depreciation is determined using either the straight-line or sum-of-the-years-digits metnod over the estimated
usaful lives of the assets, as appropriate. The estimated life for company occupied real estate property is generally 40 years. Estimated
lives generally range from five to ten years for leasehold improvements and three to seven years for all other property and equipment. The
cast basis of the property, equipment and leasehold improvements was $1.8 billion and $1.5 billcn at December 31, 2007 and 2008,
respectively. Accumulated depreciation and amortization of property, equipment and leasehold improvements was $828 million and
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$721 million at December 31, 2007 and 2008, respactively. Related depreciation and amortization expense was $136 million, $129 miltion
and $117 million for the years ended December 31, 2007, 2006 and 2005, respectively.

Computer software, which is included in other assets, is stated at cost, less accumulated amortization. Purchased software costs, as
well as certain internal and external costs incurred to develop internal-use computer software during the application development stage,
are capitalized. Such costs are amartized generally over a four-year period using the straight-line method. The cost basis of computer
software was $1.4 billion and $1.2 billion at December 31, 2007 and 2006, respectively. Accumulated amortization of capitalized software
was $876 milion and $752 milion at December 31, 2007 and 2008, respectively. Related amortization expense was $126 million,
$112 million and $111 million for the years ended December 31, 2007, 2006 and 2005, respectivealy.

Deferred Policy Acguisition Costs and Value of Business Acquired

The Company incurs significant costs in connection with acguiring new and renewal insurance business, Costs that vary with and relate
to the production of new business are deferred as DAC. Such costs consist principally of commissions and agency and policy issue
expenses. VOBA s an intangible asset that reflects the estimated fair value of in-force contracts in a life insurance Gompany acquisition and
reprasents the portion of the purchase price that is allocated to the value of the right to receive future cash flows from the business in-force
atl the acquisition date. VOBA is based on actuanally determined projections, by each block of business, of future policy and contract
charges, premiums, mortality and morbidity, separate account performance, surrenders, operating expenses, investment returns and other
factors. Actual expertence on the purchasad business may vary from these projactions. The recavery of DAC and VOBA is dependent upon
the future profitability of the related business. DAC and VOBA are aggregated in the financial statements for reporting purposes.

DAC for property and casualty insurance contracts, which is primarily composed of commissions and certain underwriting expenses, is
amortized on a pro rata basis over the appiicable contract term or reinsurance treaty.

DAC and VOBA on life insurance or investment-type contracts are amortized in proportion to gross premiums, gross Marging of gross
profits, depending on the type of contract as described below.

The Company amartizas DAC and VOBA related to non-participating and non-dividend-paying traditional contracts {term insurance,
non-participating whole life insurance, non-madical health insurance, and traditional group life insurance} over the entire premium paying
period in proportion to the present value of actual historic and expected future gross premiums. The present value of expected premiums is
based upon the premium reguirement of each policy and assumptions for mortality, morbidity, persistency, and invesiment returns at policy
issuance, or policy acqguisition, as it relates to VOBA, that inciude provisions for adverse daviation and are consistent with the assumptions
used 1o caiculate future policyholder benefit liabilities. These assumptions are not revised after policy issuance or acquisiticn uniess the
DAC or VOBA balance is deemed to be unrecoverable frem future expected profits. Absent a premium deficiency, variability in amartization
after policy issuance or acquisition is caused only by variability in premium volumes,

The Company amortizes DAC and VOBA related to participating, dividend-paying traditional contracts over the estimated lives of the
contracts in proportion to actual and expected future gross margins. The amortization includes interest based on rates in effect at inception
or acquisition of the contracts. The future gross marging are dependeant principally on investment returns, policyholder dividend scales,
mortality, persistency. expenses to administer the business, creditworthingss of reinsurance counterparties, and ceriain economic
variables, such as inflation. For participating contracts (dividend paying traditional contracts within the closed block] future gross margins
are also dependent upon changes in the policyholder dividend obligation. Of these factors, the Company antictpates that investment
raturns, expenses, persistency, and other factor changes and policyholder dividend scales are reasonably likely to impact significantly the
rate of DAC and VOBA amortization. Each reporting period, the Company updates the estimated gross marging with the actual gross
margins for that period. When the actual gross margins change from previously estimated gross margins, the cumulative DAG and VOBA
amoartization is re-estimated and adjusted by a cumulative charge or credit to current operations, When actual gross margins exceed those
previously estimated, the DAC and VOBA amortization will increase, resulting in a current period charge to earnings. The opposite result
ocours when the actual gross margins are below the previously estimated gross margins. Each reporting period, the Company also
updates the actual amount of business in-force, which impacts expected future gross margins.

The Company amortizes DAC and VOBA related to fixed and variable universal life contracts and fixed and variable deferred annuity
pontracts over the estimated lives of the contracts in proportion to actual and expected future gross profits, The amortization includes
interest based on rates in affect at inception or acguisition of the contracts. The amount of future gross profits is dependent principally
upon raturns in excess of the amounts credited to policyholdars, mortality, parsistency, interest crediting rates, expensas to administer the
business, craditworthiness of reinsurance counterparties, the effect of any hedges wsed, and certain economic variables, such as inflation.
Of these factors, the Gompany anticipates that investment returns, expenses, and persistency are reasonably likely 10 impact significantly
the rate of DAC and VOBA amortization, Each reporting period, the Company updates the estimated gross profits with the actual gross
profits for that period. When the actual gross profits change from previcusly estimated gross profits, the curnulative DAC and VOBA
amortization is re-estimated and adjusted by a cumulative charge or credit to current operations, When actual gross profits exceed those
previously estimated, the DAGC and VOBA amortization will increase, resulting in a current period charge to earnings. The cpposite result
occurs when the actual gross profits are below the previcusly estimated gross profits. Each reporting period, the Company alse updates
the actual amount of business remaining in-force, which impacts expectad future gross profits,

Separate account rates of return on variable universal life contracts and variable deferred annuity contracts affect in-force account
balances on such contracts sach reporting period. Returns that are higher than the Company's long-lerm expectation produce higher
account balances, which increases the Company's future fee expectations and decreases future benefit payment expectations on
minimum death benefit guarantees, resulting in higher expacted future gross profits. The opposite result occurs when returns are lower
than the Company's long-term expectation. The Company's practice 1o determine the impact of gross profits resuliing from returns on
separate accounts assumes that long-term appreciation in equity markets is not changed by short-term market fluctuations, but is only
changed when sustained interim deviations are expected. The Company monitors these changes and only changes the assumption when
its long-term expectation changes.
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The Company alsc reviews periodically other long-term assumptions underlying the projections of estimated gross margins and profits.
These include investment returns, policyholder dividend scales, interest crediting rates, mortality, persistancy, and expenses to administer
business. Management annually updates assumptions used in the calculation of estimated gross margins and profits which may have
significantly changed. If the update of assumptions causes expected future gross marging and profits to increase, DAC and VOBA
amortization will decrease, resulting in a current period increase o eamings. The opposite resull occurs when the assumption update
causes expected future gross margins and profits to decrease.

Pricr to 2007, DAC related tc any internally replaced contract was generally expensed at the daie of replacement. As describad more
fully in “Adoption of New Accounting Pronouncements®, effective January 1, 2007, the Company adopted Statement of Position (*SCOP™
05-1, Accounting by insurance Fnterprises for Defarred Acquisition Costs in Connection with Modilications or Exchanges of Insurance
Gontracts ("SOP 05-1°). Undar SOP (5-1, an internal replacement is defined as a modification in product benehis, features, rights or
coverages that occur by the exchange of a contract for a new contract, or by amendment, endorsement, or nder to a contract, or by
election or coverage within a contract. If the modification substantially changes the contract, the DAC is wrtten off immediately through
income and any new daferrable costs associated with the replacement contract are deferred. If the modification does not substantially
change the contract, the DAC amortization on the original contract will continue and any acquisition cosis associated with the related
modification are expensed.

Sales Inducements

The Company has two different types of sales inducements which are included in other assets: (i} the policyholder recelves a bonus
whereby the policyholder's initial account balance is increased by an amount egual to a specified percentage of the customer's deposit;
and (i) the policyholdar receives a higher interest rate using a dollar cost averaging method than would have been received based on the
normal general account interest rate credited. The Company defers sales inducements and amortizes them over the hife of the policy using
the same mathodology and assumptions used tc amortize DAC.

Goodwilf

Goodwill is the excass of cost over the fair value of net assets acquired. Goodwill is not amortized but is tested for impairment at least
annually or more frequently if events or circumstances, such as adverse changes in the business chimate, indicate that there may be
justification for condugting an interim test. Impairmant testing is performed using the fair value approach, which requires the use of
estimates and judgment, at the “reparting unit” level. A reporting unit is the operating segment or a business one ievel below the operating
segment, if discrete financial information is prepared and reguiarly reviewad by management at that level. For purposes of goodwill
impairment 1esting, goodwill within Corporate & Other is allocated to reporting units within the Company's busingss segments. If the
carrying value of a reporting unit’s goodwill exceeds its fair value, the excess is recognized as an impairment and recorded as a charge
against net income. The fair values of the reporting units are determined using a market multiple, a discounted cash flow model, or a cost
approach. The critical estimates necessary in determining fair value are projected earnings, comparative market multip'es and the discount
rate.

Liability for Future Policy Benefits and Poiicyholder Account Balances

The Company establishes liabilities for amounis payable under insurance policies, including traditional lifa insurance, traditional
annuities and non-medical health insurance. Generally, amounts arg payable over an extended period of time and re‘ated liabilities are
calculated as the present value of future expacted benefits to be paid reduced by the present value of future expecied premiums. Such
iabilities are establisned based on methods and underlying assumptions in accordance with GAAP and applicable actuarial standards.
Principal assumptions used in the eslablishment of liabilities for future policy benefits are mortality, morbidity, policy lapse, renewal,
retirement, disability incidence, disability terminations, investment returns, inflgtion, expenses and other contingent events as appropriate
to the respective product type. Utilizing these assumptions, liabilities are established on a block of business basis.

Future policy benefit liabilities for participating tracitional life insurance policies are equal to the aggregate of (i} net lavel premium
reserves for death and endowment policy benefits {calculated based upon the non-forfeiture interest rate, ranging from 3% to 10% for
domestic business and 3% to 10% for international business, and mortality rates guaranteed in calculating the cash surrender values
described in such contracts): and {ii) the liability for terminal dividends.

Future policy benefits for non-participating traditional life insurance policies are equal to the aggregaie of the present value of expected
future benefit payments and related expenses less the present value of expected future net premiums. Assumptions as to mortality and
parsisiency are based upon the Company's experience when the basis of the liability is established. Interest rates for the aggregate future
policy benefit liabilities range from 3% to 10% for domestic business and 3% to 12% for international business,

Participating business represented approximately 9% and 10% of the Company's life insurance in-force, and 33% and 38% of the
number of life insurance policies in-force, at Decermber 31, 2007 and 20086, respeclively. Participating policies represented approximately
31% and 30%, 30% and 29%, and 31% and 30% of gross and nat life insurance premiums for the years ended December 31, 2007, 2006
and 2005, respectively. The percentages indicated are calculated excluding the business of the reinsurance segment.

Future policy beneiit labilities for individual and group traditional fixad annuities after annuitization are equal to the present value of
axpected future payments. Interest rates used in establishing such lianilities range from 3% to 11% for domestic business and 4% to 10%
for international busingss.

Future policy benefit liabilities for non-medical health insurance are calculated using the net level premum method and assumptions as
to future morbidity, withdrawals and interest, which provide a margin for adverse deviation. Interest rates used in establ:shing such liabilities
range from 3% to 7% for domeslic business and 3% to 10% Jor international usiness.
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Future policy benefit liabilities for gisabled lives are estimated using the present value of benefits method and experience assumplions
as to claim terminaticns, expensas and interast. Interest rates used in establishing such liabilities range from 3% to 8% for domestic
business and 2% to 10% for international business.

Liabilities for unpaid claims and claim expenses for property and casualty insurance are included in future policynolder henefits and
represent the amount estimated for claims that have been reported but not settled and claims incurred but not reporied. Liabilities for
unpaid claims are estimated based upon the Company’s historical exparience and other actuarial assumptions that consider the effects of
current developments, anticipated trends and risk management programs, reduced for anticipated salvage and subrogation. The effects of
changes in such estimated liabilities are included in the results of operations in the period in which the changes occur.

The Company establishes futura policy benefit liabilities for minimum death and income benefit guarantees relating to certain annuity
contracts and seccndary and paid-up guarantees relating to certain life policies as follows:

* Annuity guaranteed minimum death benefit {*GMDB"} liabilities are determined by estimating the expected value of death bensfits in
excess of the projected account balance and recognizing the excess ratably over the accumulation period based on total expected
assessments, The Company regularly evaluates estimates used and adjusts the additional fiability balance, with a related charge or
credit to benefit expense, if actual experience or other evidence suggests that earlier assumptions shouid be revised. The
assumptions used in estimating the GMDB liabilities are consistent with those used for amortizing DAC, and are thus subject to
the same variability and risk. The assumptions of invesiment performance and volatitity are consistent with the historical experience of
the Standard & Poor's 500 Index ("S&P”). The benefits used in calcuiating the labilities are based on the average benefits payable
over a range of scenarios.

« Guaranteed minimum income benefit ("GMIB"} liabilities are determined by estimaiing the expacted value of the income benefits in
excess of the projected account balance at any future date of annuitization and recognizing the excess ratably over the accumulation
period based on total expected assessments. The Company regularly evaluates eslimates used and adjusts the additional liability
balance, with a related charge or credit to benefit expense. if actual experience ar other evidence suggesis that earlier assumptions
should be revised. The assurnptions used for estimating the GMIB liabilities are consistent with those used for estimating the GMDB
lighilities. In addition, the calculation of guaranteed annuitization benefit liabilities incorparates an assumption for the perceniage of
the potential annuiiizations that may be elected by the contractholder.

Liabilities for universal and variable life secondary guaranieas and paid-up guarantees are determined by estimating the expecied vaiue
of death benefits payable when the account balance is projected to be zero and recognizing those benefits ratably over the accumulation
period based on lotal expected assessments. The Company regularly evaluates estimates used and adjusts the additiona! liability
balances, with a related charge or credit to benefil expense, if actual experience or other evidence suggests that earlier assumptions
shou'd be revised. The assumptions used in estimating the secondary and paid-up guarantee liabilities are consistent with those used far
amortizing DAC, and are thus subject to the same variability and risk. The essumptions of investment performance and volatility for variable
praducts are consistent with historical &P experience. The benefits used in calculating the liabilities are basad on the average benefils
payable over a range of scenarios.

The Gompany eslablishes policyholder account balances for guaranteed minimum benefit riders relating o certain variable annuity
products as follows:

s Guaranteed minimum withdrawat benefit riders (“GMWB"*) guarantes the contractholder a return of their purchase payment vig partial
withdrawals, even if the account value is reduced to zero. provided that the contractholder's cumulative withdrawals in a contract
year ¢o not exceed a certain limit. The initial guaranteed withdrawal amount is equal to the initial benefit base as defined in the
contract {typically, the initial purchase payments plus applicable bonus amounts). The GMWB is an embedded derivative, which is
measured at fair value separately from the host variable annuity product.

e Guaranteed minimurm accumulation benefit riders (“GMAB") provide the contractholder, after a specified pariod of time determined at
the time of issuance of the variable annuity contract, with a minimum accumulation of their purchase payments even if the account
valug is reduced to zero. The initial guaranteaed accumulation amount is equat to the initial benefit base as celined in the contract
(typically, the initial purchase payments plus appiicable bonus amounts). The GMAB is also an ambedded derivative, which is
measured at fair value separately from the host variable annuity product.

» For both GMWE and GMAB, the initial benefit base is increased by additional purchase payments made within a certain time period
and decreases by benefits paid and/or withdrawal amounts. After a specified period of time, the benefit base may also increase as a
result of an optional reset as defined in the contract.

The fair values of the GMWB and GMAB riders are calculated based on actuarial and capital market assumptions related to the
projected cash flows, including benefits and related contract charges, over the lives of the contracts, incorporating expectations
concerning policyholder behavior. In measuring the fair value of GMWRs and GMABs, the Company attributes a portion ot the fees
collected from the policyholder equal to the present value of expected future guaranteed minimum withdrawal and accumulation benefits
{at inception). The changas in fair value are reported in net investment gains {losses). Any additicnal fees represent “excess” fees and are
feported in universal life and investment-lype product policy fees. These riders may be more costly than axpected in volatile or declining
markets, causing an increase in Habilities for future policy benefits, negatively affecting net income.

Tne Company periodically reviews its estimates of actuarial liabilities for future policy banefits and compares them with its actual
experience. Differences between actual experience and the assumptions used in pricing ihese policies, guarantees and riders and in the
establishmant of the related liabilities result in variances in profit and could result in losses. The effects of changes in such estimated
liabilities are included in the results of operations in the period in which the changes occur.

Palicynolder account balances relate to investrment-type contracts and univarsal life-type policies. Invastmeant-type contracts principally
include traditional individual fixed annuities in the accumulation phase and non-variable group annuity contracis. Pelicyholder account
balances are equal 1 (i) policy account values, which consist of an accumulation of gross premium payments; (i) credited interest, ranging
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from 1% to 17% for domestic business and 1% to 15% for international business, less sxpenses, mortality charges, and withdrawals; and
{iiiy fair value adjustments relating tc business combinations. Bank deposits are atso included in policyholder account balances. '

Other Policyhoider Funds

Other policyhoider funds include policy and contract claims, unearned revenue liabilities, premiums received in advance, policyholder
dividends due and unpaid, and policyholder dividends left on deposit.

The liability for policy and contract claims generally relates to incurred but not reported death, disability, long-term carg and dental
claims as well as ¢laims which have been reported but not yet settled. The liability for these claims is based on the Company's estimated
ultimate cost of setiling all claims. The Company derives estimates for the development of incurred but not reparted claims pringipally from
actuarial analyses of historical patterns of claims and claims developmaent for each ling of business, The methods used to determing these
estimates are continually reviewed. Adjustments resulting from this continuous review process and differences between estimates and
payments for claims are recognized in policyholder benefits and claims expense in the period in which the estimates are changed or
payments are made,

The uneamed revenue fiability relates to universal life-type and investment-type products and represents policy charges for services 10
be provided in future pericds. The charges are deferred as unearned revenue and amortized using the proguct's estimated gross profits
and margins, similar to DAC. Such amortization is recorded in universal life and investment-type product policy fees.

The Company accounts for the prepayment of premiums on its individua! life, group life and health contracts as premiurn received in
advance and applies the cash received to premiums when due.

Also included in other policyholder funds are policyholder dividends due and unpaid on participating policies and policyholder dividends
left on deposit. Such liabilities are presented at amounts coniractually due to policyholders.

Recogrition of Insurance Revenue and Related Benefits

Premiums related to traditional life and annuity policies with life contingencies are recognized as revenues when due from policyholders.
Palicyhoider benefits and expenses are provided against such revenues to recognize profits over the estimated lives of the policies. When
premiums are due over a significantly shorter period than ths period over which benefits are provided, any excess profit is deferred ang
recognized into cperations in'a constant relationship 1o insurance in-force or, for annuilies, the amount of expected future policy benefit
nayments.

Premiums related to non-medical health and disability contracts are recognized on a pro rata basis over the applicable contract term.

Deposits related to universal life-type and investment-type products are credited to policyholder account balances. Revenues from
such contracts consist of amounts assessed against policyhclder account balances for mortality, policy administration and surrender
charges and ars recorded in universal life and investment-type product policy fees in the pericd in which services are provided. Amounts
that are charged to operations include interest credited and benefit claims incurred in excess of related policyholder account balances.

Premiums related to property and casualty contracts are recognized as revenue on a pro rata basis over the applicable contract term.
Unearned premiums, representing the portion of premium written relating to the unexpired coverage, are included in future policy benefits.

Premiums, policy fees, policyhclder benefits and expenses are presented net of reinsurance.

Other Revenues

Other revenues include advisory fees, broker-dealer commissions and fees, and administrative service fees. Such fees and com-
missions are recognized in the periad in which services are periormad. Other revenues also include changes in account value relating to
corporate-owned life insurance ("*COLIM). Under certain COLI contracts, if the Company reports certain unlikely adverse resulls in its
censolidated financial statements, withdrawals would not be immediately available and would be subject to market valug adjustment, which
could result in a reduction of the account value.

Policyhoider Dividends

Policyhelder dividends are approved annually by the insurance subsidiaries’ boards of directors. The aggregate amount of policyhelder
dividends is related to actual intarest, mortality, morbidity and expense experience for the year, as well as management's judgment as to
the appropriate level of statutory surplus to be retained by the insurance subsidiaries.

fncome Taxes

The Holding Company and its includable life insurarice and non-life insurance subsidiaries file a consolidated U.S. federal incoms tax
return in accordance with the provisions of the Internal Revenue Code of 1886, as amended (the “Codae®). Non-includable subsidiaries file
eithaer separate individual corporate tax returns or separate consolidated tax returns.

The Company's accounting for income taxes represents management's best estimate of various events and transactions.

Deferred tax assets and liabilities resulting from temporary differences between the financial reporting and tax bases of assets and
liabilities are measured at the balance sheet date using enacted tax rates expected to apply 10 taxable income in the years the temporary
differences are expected to reverse,

The realization of deferred tax assets depends upon the existence cf sufficient taxable income within the carryback or carryforward
periods under the tax law in the applicable tax jurisdiction. Valuation allowances are established when management determines, based on
available information, that it is more likely than not that deferred income tax assets will not be realized, Significant judgment is required in
determining whether valuation allowances should be established as well as the amount of such allowances. When making such
determination, consideration is given to, among other things, the foliowing:

{iy future taxable income exclusive of reversing temporary differences and carryforwards,
{i) future reversals of existing taxable temporary differences;

MslLife, Inc.




MetlLife, Inc.

Notes to Consolidated Financial Statements — (Continued)

(i) taxable income in prior carryback years; and
{iv) tax planning strategies.

The Company may he required to change its provision for income taxes in certain circumsiances. Examples of such circumstances
include when the ultimate decuctibility of certain items is challenged by iaxing authorities (See also Note 15) or when estimates used in
determining valuation allowances on deferred tax assets significantly change or when receipt of new information indicates the need for
adjustmant in valuation aflowances. Additionally, future evenis, such as changes in tax laws, tax regulations, or interpretations of such laws
or regulations, could have an impact on the provision for income tax and the effective tax rate. Any such changes could significantly affect
the amounts reported in the consolidated financial statements in the year these changes cccur.

As described more Tully in “Adoption of New Accounting Proncuncements”, the Company adopted FIN No, 48, Accourting for
Uncartainty in Income Taxes — An Interpretation of FASB Statement No. 109 ("FIN 48"} effective January 1, 2007, Under FIN 48, the
Company determines whather it is more-likely-than-not that a tax position wilt be sustained upen examination by the appropriate taxing
authorities before any part of the benefit can be recorded in the financial statemants. A tax position is measured at the largest amount of
banefit that is greater than 50 percent likely of being realized upon settliement. Unreccgnized tax beneiits due to tax uncertainties that do
Aot mest the threshold are included within other liabilities and are charged to earnings in the period that such determination is made.

The Company classifies interest recognized as interest expense and penalties recognized as a component of income tax.

Reinsurance

The Company enters into reinsurance transactions as both a provider and a purchaser of reinsurance for itg life and property and
casualty insurance products.

For each cf its reinsurance coniracts, the Company determines if the coniract provides indemnification against loss or liability relating 10
insuranca risk In accorcance with appiicable accounting standards. The Company reviews all contractuat features, particufarly those that
may limit the amount of insurance risk to which the reinsurer is subject or featurss that delay the timely reimbursement of claims.

For reinsurance of existing in-force blocks of long-duraticn contracts that transfer significant insurance risk, the difference, if any,
between the amounts paid (received), and the liabilities ceded (assumed) related to the underlying contracts is considered the net cost of
reinsurance at the inception of the contract. The net cost of reinsurance is recorded as an acjustment 10 DAC and recognized as &
component of other expenses on a basis consistent with the way the acquisiiion costs on the underlying reinsured contracts would be
recognized. Subsequent amourts paid (received) on the reinsurance of in-force blocks, as well as amounts paid {received) related to new
business, are recorded as ceded (assumed) premiums and ceded (assumed) future pelicy benafit liabilities are established,

For prospective reinsurance of shart-duration cantracts that meet the criteria for rainsurance accounting, amounts paid {received! are
recorded as ceded (assumed) premiums and ceded (assumed) uneamed premiums and are reflected as a component of premiums and
other raceivables (iuture policy benefits). Such amounts are amortized through earmed premiums over the remaining contract period in
propertion to the amount of protection provided. For retroactive reinsurance of short-duration contracts that meet the criteria of
reinsurance accounting, amounts paid (received) in excess of (which do not excesd} the refated insurance liabilities ceded (assumad)
are recoénized immediately as a loss. Any gains on such retroactive contracts are deferred and recorded in other liabilities. The gains are
amortized primarily using the recovery method.

The assumptions used 0 account far both long and shart-duration reinsurance contracts are consistent with those used for the
underlying contracts. Geded policyholder and contract related liabilities, other than those currently due, are reported gress on the balance
sheet,

Amounts currently recoverable under reingurance contracts are inctuded in premiums and other receivables and amounts currently
payable are included in other liabilities, Such assets and liabilities relating to reinsurance contracts with the same reinsurer may be
recorded net on the balance sheet, if a nght of offset exists within the reinsurance contract,

Premiums, fees and policyholder benefits and claims include amounts assumed under reinsurance contracts and are net of reinsurance
ceded.

If the Company determings that a reinsurance coniract does not expose the reinsurer to a reasonabie possibility of a significant loss
from insurance risk, the Company records the contract using the depasit method of accounting. Deposits received are inciuded in other
Labilities and deposits made are included within othar assets, As amounts are paid or receivad, consistent with the underlying contracts,
the deposit assets or liabilities are adjusted. Interest on such deposits s racorded as other revenues or olher expenses, as appropriate.
Periodically, the Company evaluates the adequacy of the expecied payments or recoveries and adjusts the deposit agset or liability through
other revenues or other expenses, as appropnate.

Amounts received from reinsurers for policy administration are reported in other revenues.

Accounting for reinsurance requires extensive use of assumptions and estimates, particularly related to the future performance of the
underlying business and the potential impact of counterparty credit risks. The Company periodically reviews actual and anticipated
experience compared to the aforementionad assumptions used to establish assets and liabilities relating to ceded and assumed
reinsurance and evaluates the financial sirengtn of counterparties to its reinsurance agreements Using criteria similar to that evaluated
in the security impairment process discussed previously.

Separate Accounts

Separate accounts are established in conformity with insurance laws and are generally not chargeable with liabilities that arise from any
other business of the Company. Separate account assets are subject to general account claims only 16 the extent the value of such assets
exceeds the separate account liahilities. The Company reports separately, as assets and liabilities, investments held in separate accounts
and liabilities of the separate accounts if {iy such separate accounts are legally recognized; (i) assels supporting the contract liabilities are
legally insulatad from the Company's general account liabilities: (i) investmants are directad by the contractholder; and (iv) all investment
performance, net of contract fees and assessments, is passed through to the contractholder. The Company reports separate account
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assets meeting such criteria at their fair vaiue. Investment performance (including invesiment income, net investment gains {losses) and
changes in unrealized gains {losses)) and the corresponding amounts credited to contractholders of such separate accounts are offset
within the same line in the consolidated statements cf income.

The Company’s revenuas reflect fees charged to the separate accounts, including mortality charges, risk charges, pelicy admlmstratuon
fees, investment management fees and surrender charges. Separate accounts not meeting the above criteria are combined on a
line-by-line basis with the Company’'s general account gssets, liabllities, revenues and expenses.

Employee Benefit Plans

Certain subsidiaries of the Holding Cempany {the “Subsidiaries”) spensor and/or administer various plans that provide defined benefit
pension and cther postretirement benefits covering eligible employees and sales representatives. A December 31 measurement date is
used for all of the Subsidiaries' defined benefit pension and other postretirement benefit plans,

Pension benefits are provided utilizing either a traditional fermula or cash batance formula. The traditional formuia provides benefits
based upon years of credited service and either fina! average or career average earnings. The cash balance formula utilizes hypothetical or
notional accounts which credit participants with benefits equal to & percentage of eligible pay as well as earnings credits, determined
annually based upon the average annual rate of interest on 30-year Treasury securities, for each account balance. As of Decamber 31,
2007, virwally all the obligaticns are calculated using the traditional formula,

The Subsidiaries also provide certain postemployment benefits and certain postrstirement medical and life insurance benegfits for retired
employees. Employees of the Subsidiaries who were hired prior to 2003 (or, in certain cases, rehired during or after 2003) and mest age
and service criteria while working for one of the Subsidiaries, may tecome eligible for these other postretirement benefits, at various levels,
in accordance with the applicable plans. Virtually all retirees, or their beneficiaries, contribute a portion of the total cost of posiretirement
medical benefits, Employees hired aftar 2003 are not eligible for any employer subsidy for postretirement medical benefits.

SFAS No. 87, Employers’ Accounting for Pensions ("SFAS 87", as amended, established the accounting for pension pian obligations.
Under SFAS 87, the projected pension banefit obligation ("PBQO") is defined as the actuarially calculated present value of vested and non-
vested pension benefits accrued based on future salary levels. The accumulated pension benefit obligation (*ABO™ is the actuarial present
value of vested and non-vested pension benefits accrued based on current salary fevels. Obligations, both PBO and ABO, of the defined
benefit pension plans are determined using a variety of actuarial assumpticns, from which actual results may vary, as described below,

SFAS No. 108, Empioyers’ Accounting for Postretiremant Benefits Other than Pensions ("SFAS 108", as amended, established the
accounting for expected postretirement plan benefit obligations ["EPBO") which represents the actuarial present value of all other
postretiremant benefits expacted to be paid after retirement to employees and their dependents. Unlike for pensions, the EPBO is not
recorded in the financial statements but is used in measuring the pericdic expense. The accumulated postretirement plan benefit
obiigations {"APBO") represants the actuarial present value of future othar postretirement benefits attributed to employee services rendered
through a particular date ang is the valuation basis upon which labilities are established. The APBO is determined using a variety of
actuarial assumptions, from which actual results may vary, as described below,

Pricr to December 31, 2008, the funded status of the pension and other postretirement plans, which is the difference batween the fair
value of plan assets and the PBQO for pension plans and the APBC for other postretirement plans (collectively, the “Bengiil Obligations”),
were offset by the unrecognized actuarial gains or losses, prior service cost and transition obligations to determine prepaid or accrued
benefit cost, as applicable. The net amount was recorded as a prepaid or accrued benefit cost, as applicable. Further, for pension plans, if
the ABO exceeded the fair value of the plan assets, thal excess was recorded as an additional minimum pension liabiiity with a
corresponding intangible asset. Recognition of the intangible asset was limited to the amount of any unrecognized pricr service cost.
Any additional minimum pension liakility in excess of the alloewabls intangitle asset was charged, net of income tax, to accumulated other
comprehensive income.

As described more fully in “Adoption of New Accounting Proncuncements”, effective December 31, 2008, the Company adopted
SFAS No. 158, Emplovers' Accounting for Defined Benefit Pension and Other Postretirement Plans — an amendment of FASB Statements
No. 87, 88, 106, and SFAS No. 132{r) ("SFAS 158"). Effective with the adoption of SFAS 158 on December 31, 2006, the Company
recognizes the funded status of the Benefit Obligations for each of its plans on the consolidated balance sheet. The actuarial gains or
losses, prior service costs ang credits, and the remaining net transition asset or obligation that had not yet been included in net periodic
benefit costs as of December 31, 2008 are now charged, net of income tax, to accumulated other comprehensive income. Additionally,
these changes eliminated the additional minimum pension ability provisions of SFAS 87,

Net periodic benefit cost is determined using managemsnt estimates and actuarial assumptions to derive service cost, interest cost,
and expected return on plan assets for a particular year. Net periodic benefit cost also includes the applicable amortization of any prior
service cost (Credit) arising from the increase (decrease) in prior years’ benefit costs due 1o plan amendments or initiation of new plans.
These costs are amortized into net periodic benefit cost over the expected service years of employees whose bensfits are affected by such
plan amendments. Actual experience related to plan assets and/or the benefit obligations may differ from that originally assumed when
determining net pericdic benefit cost for a particular period, resulting in gains or losses. To the extent such aggregate gains or losses
exceed 10 percent of the greater of the benelit obligations or the markat-related asset vaiue of the plans, they are amertized into net
periodic benefit cost over the expected service years of amployees expected to receive benefits under the plans,

The obligations and expenses associated with these plans require an extensive use of assumptions such as the discount rate,
expecled rate of return on plan assets, rate of future compensation increases, healthcare cost trend rates, as well as assumptions
regarding participant demographics such as raie and age of retirements, withdrawal rates and mortality. Management, in consuitation with
its external consulting actuarial firm, determines these assumptions based upon a variety of factors such as historical periormance of the
plan and its assets, currently available market and industry data, and expected benefit payout streams, The assumptions used may differ
materially from actual results due to, among other factors, changing market and economic conditions and changes in participant
demographics. These diflerences may have a significant effect on the Company's consolidated financial staternents and liguidity.
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The Subsidiaries also sponsor defined centribution savings and investment plans (“SIP*) for substantially all employees under which a
portion of employee contributions are maiched. Applicable matching contributions are made each payrcll period. Accordingly, the
Company recognizes compensation cost for current matching contributions. As &ll contributions are transierred currently as eamed 10
the SIP trust, no lisbility for matching contributions is recognized in the consclidaled balance sheets.

Stock-Based Compensation

Siock-based compensaticn grants prior to January 1, 2003 were accounted for using the intrinsic value method prescribed by
Accounting Principles Board {“APB"} Opinion No. 25, Accounting for Stock issusd to Employees (*APB 25"}, and related interpretations.
Compensation expense, if any, was recorded based upon the excess of the quoted market price at grant date over the amount the
employae was required to pay to acquire the stock. Under the provisions of APB 25, there was nc compensation expense resulting from
the issuance of stock options as the exercise price was eqguivalent to the fair market value at the date of grant. Compensaticn expense was
recognized under the Long-Term Performance Compensation Flan ("LTPCP"). as described more fully in Note 18.

Stock-based awards granted after December 31, 2002 but prior to January 1, 2008 were accounted for on a prospective basis using
the fair value accounting method prescribed by SFAS No. 123, Accounting for Stock-Based Compensation (*SFAS 123", as amended by
SFAS No. 148, Accounting for Stock-Based Compensation — Transition and Disclosure ("SFAS 148'). The fair value method of SFAS 123
required compensation expense to be measured based on the fair value of the eguity instrument at the grant or award date. Stock-based
compensation was accrued over the vesting period of the grant or award, including grants or awards to retirement-eligible employees. As
required by SFAS 148, the Company discloses the pro forma impact as if the stock options granted prior to January 1, 2003 had been
accounied for using the fair value provisions of SFAS 123 rather than the intrinsic value method prescribed by APB 25. See Note 18.

Effective January 1, 2008, the Company adopted, using the modified prospective transition method, SFAS No. 123 {revised 2004},
Share-Basad Payment ("SFAS 123(r)"}. which replaces SFAS 123 and supersedes APB 25. The adoption of SFAS 123(r) did not have a
significant impact on the Company's financial position or results of operations. SFAS 123(r) requires that the cost of all stock-based
ransactions be measured at fair value and recognized over the period during which a grantee is reguired 10 provide goods or services in
exchange for the award. Although the terms of the Company’s stock-Dased plans do not accelerate vesiing upon refirement, or the
attainment of retiremant eligibility, the requisite service period subseguent to attaining such eligibility is considered nonsubstantive.
Accordingly, the Company recognizes compensation expense related to steck-based awards over the shorter of the requisite service
period or the pericd to attainment of retirement eligibility. SFAS 123(r) also reguires an estimation of future forfeitures of stock-based
awards 1o be incorpeorated into the determination of compensation expense when recognizing expense over the requisite service period.

Foreign Currency

Balance sheet accounts of foreign operations are translated at the exchange rates in effect at each year-end and income and expense
accounts are translated at the average rates of exchange prevailing during the year. The local currencies of foreign operations genearally are
the functional currencies urless the local economy is highly inflationary. Translation adjustments are charged or credited diceclly to other
comprehensive income or loss. Gains and losses from foreign currency transactions are reported as net investment gains {lossas) in the
period in which they occur.

Discontinued Operations

The results of operations of a component of the Company that either has been disposed of or is classified as held-for-sale are reported
in discontinued cperations if the operations and cash flows of the component have been or will be eliminated from the ongoing operations
of the Company as a result of the disposal transaction and the Company will not have any significant continuing involvement in the
operations of the component after the disposal transaction, ’

Earnings Per Common Share

Basic eamings per common Share are computed based on the weighted average number of common shares outstanding during the period. The
difference between the number of shares assumed issued and nurmber of shares assured purchased represents the dilutive shares. Diluted eamings per
common share include the dilutive effect of the assumed: {i} exerdise or Issuance of stock-based awards using the treasury stock method; (i} settlement of
stock purchase contracls underlying common equity units using the treasury stock method, and (i setierrent of accelerated cormmen stock repurchase
contract. Under the treasury stock method, exercise or issuance of stock-based awards and settlement of the stock purchase contracts underying
common equity units is assumed to occur with the proceeds used to purchase common stock at the average market price for the period. See Notes 13,
18 and 20.

Litigation Contingencies

The Company is a party to a number of legal actions and is involved in a number of regulatory investigations. Given tha inharent
unpredictabllity of these matters, it is difficult to estimate the impact on the Company's financial position. Liabilities are established when it
is probable that a loss has been incurred and the amount of the loss can be reasonably estimated. On a quarterly and annual basis, the
Company reviews relevant information with respect to liabilities for litigation, regulatory investigations and titigation-related contingencies 0
be reflected in the Company's consolidated financial statements. It is possible that an adverse ouicome in certain ot the Company’s
liigation and regulatory investigations, or the use of different assumptions in the determination of amounts recorded could have a material
effect upon the Company's consclidated nat income or cash flows in particular quarterly or annual periods.
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Adoption of New Accounting Pronouncements
income Taxes

Effective January 1, 2007, the Company adopled FIN 48. FIN 48 clarifies the accounting for uncartainty in income tax recognized in a
company's financial statements. FIN 48 requires companies o determing whather it is “more likely than not® that a tax position will be
sustained upon examination by the appropriate taxing authorities before any part of the benefit can be recorded in the financial staterments,
it also provides guidance on the recognition, measurement, and classification of income tax uncertainties, atong with any related interest
and penalties. Previously recorded income tax benafits that no longer meet this standard are required to be charged 0 earnings in the
pericd that such determination is made.

As a result of the implementation of FIN 48, the Company recognized a $52 million increase in the liability for unrecognized tax benefits,
a $4 million decrease in the interest liability for unrecognized tax benefits, and a corresponding reduction to the January 1, 2007 balance of
retained earnings of $37 millicn, net of $11 milion of minority interest. See also Note 15.

insurance Contracts

Effective January 1, 2007, the Company adopted SOP 05-1 which provides guidance on accounting by insurance enterprises for DAC
on internal replacements of insurance and investment contracts other than those specifically described in SFAS 97, Accounting and
Reporting by insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and Losses from the Safe of Investments.
SOF 05-1 defines an intermal replacement and is effective for internal replacements cccurring in fiscal years beginning after December 15,
2006. In additicn, in February 2007, the Amearican Institute cf Certified Public Accountants ("AIGPA") issued related Technical Practice Aids
{(“TPAs") tc provide further clarification of SOP 05-1. The TPAs became eifective concurrently with the adoption of SOP 05-1.

As a result of the adoption of SOP 05-1 and the retated TPAS, if an iniernal replacement modification substantially changes a contract,
then the DAC is written off immediately through income and any new deferrable costs associated with the new replacement are deferred. If
a contract modification does not substantially changs the contract, the DAC amortization on the original contract will continue and any
acquisition costs associated with ihe relaled modificaticn are immediately expensed.

The adoption of SOF 05-1 and the related TPAs resulted in a reduction to DAC and VOBA on January 1, 2007 and an acceleration of the
amortization period relating primarily to the Company's group life ang health insurance contracts that contain certain rate reset provisions.
Prior to the adeption of SOP 05-1, DAG on such contracts was amortized over the expected renewablg life of the contract. Upen adoption
of SOP 05-1, DAC on such contracts is t¢ be amortized over the rate reset period. The impact as of January 1, 2007 was a cumulative
effect adjustment of $282 million, net ¢f income tax of $161 million, which was recorded as a reduction io retained earnings.

Defined Benefit and Other Postretirement Plans

Effective December 31, 2006, the Company adopted SFAS 158. The pronouncement revises financial reporting standards for defined
hanefit pension and other postretirement plans by requiring the:

{il recognition in the statement of financial position of the funded status of defined benefit plans measured as the difference
between the fair value of plan assets and the benefit cbligation, which is the projected benefit obligation for pension plans and the
accumulated postratirament benefit obligation for other postretirement plans;

(il recognition as an adjustmeant 1o accumulated other comprehensive income {loss), net of income tax, those amounts of actuarial
gains and losses, prior servica costs and credits, and net asset or obligation at transition that have not yet been included in net
periodic benefit costs as of the end of the year of adoption;

(i) recognition of subsequent changes in funded status as a component of other comprehensive income;

{iv) measurement of benelit plan assets and obligations as of the date of the statement of financial position; and

{v} disclosure of additional information about the gffects on the employer's statement of financial position.

The adoption of SFAS 158 resulted in a reduciion of $744 millien, net of income tax, to accumulated other comprehensive incoms,
which is included as a component of total consolidated stockholdars’ equity. As the Company's measurement date for its pension and
other postretirement benafit plans is already December 31 there was no impact of adoption due 1o changes in measurement date. See also
"Summary of Significant Accounting Policies and Critical Accounting Estimates” and Note 17.

Stock Compensation Plans

As described previously, effective January 1, 2008, the Company adopted SFAS 123(r} including supplemental application guidance
issued by the U.S. Securities and Exchange Commissicn ("SEC') in Staff Accounting Bulletin ("S8AB") No. 107, Share-Based Payment
{"SAB 107" — using the modified prospective transition method. In accordance with the modified prospective transition method, results
for prior periods have not been restated. SFAS 123() requires that the cost of all stock-based transactions be measured at fair value and
recognized over the period during which a grantee is required to provide goods or services in exchange for tha award. The Company had
previcusly adopted the fair value method of accounting for stock-based awards as prescribed by SFAS 123 on a prospeclive basis
effective January 1, 2003, and prior to January 1, 2003, accounted for its stock-based awards to employees under the intrinsic value
methaod prescribed by APB 25. The Company did not modify the substantive tarms of any existing awards prior to adoption of SFAS 123(r}.

Under the modified prospective transition method, compensation expense recognized during the year ended December 31, 2006
includes: {a) compensation expense for all stock-based awards granted prior 10, but not yet vasted as of January 1, 2008, based on the
grant date fair value estimated in accordance with the original provisions of SFAS 123, and (b} compensation expense for all stock-based
awards granted heginning January 1, 2006, based on the grant date fair value estimated in accordance with the prowisions of SFAS 123(r).

The adoption of SFAS 123} did not have a significant impact on the Cempany's financial pesition or results of operations as all stock-
hased awards accounted for under the intrinsic valug method prescribad by APB 25 had vested prior o the adoption date and the
Company had adopted the fair value regognition provisions of SFAS 123 on January 1, 2003. As required by SFAS 148, andg carried
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forward in the provisions of SFAS 123(r). the Company discloses the pro forma impact as if stock-based awards accounted for under APB
25 had been accounted for under the fair value method in Note 18.

SFAS 123 allowed forfeitures of stock-based awards to be recognized as a reduction of compensation expense in the period in which
the foreiture occurred. Upon adoption of SFAS 123(r, the Company changad is policy and now incorporates an estimate of future
torfeltures into the determination of compensation expense when recognizing expensea over the requisite service period. The impact of this
change in accounting policy was not significant to the Company's financial position or results of operations as of the date of adoption.

Additionally, Tar awards granted after adoption, the Gompany changed its policy from recognizing expense for stock-based awards over
the requisite service period to recognizing such expense over the shorier of the requisite service period or the pericd to attainment of
retirement-eligibility. The pro forma impact of this change in expense recognition palicy for stock-based compensation is detailed in
Note 18,

Prior 1o the adoption of SFAS 12311, the Company presented tax benefits of deductions resulting from the exercise of stock options
within operating cash flows in the consolidated statements of cash flows. SFAS 123(r) requires tax benefits resulting from tax deductions in
excess of the compensation cost recognized for those oplions be classified and reported as a financing cash inflow upon adoption of
SFAS 123(n).

Derivative Financial Instruments

The Company has adopted guidance relating to derivative financial instruments as follows:

& Eifective January 1, 2006, the Gompany adopted prospectively SFAS No. 155, Accounting for Certain Hybrid Instruments
{("SFAS 155"). SFAS 155 amends SFAS 133 and SFAS No. 140, Accounting for Transfers and Servicing of Financial Assets and
Extinguishmenits of Liabilities ("SFAS 140"). SFAS 156 allows financial instruments that have embedded derivatives 1¢ be accounted
for as a whole, eliminating the need to bifurcate the derivative from its host, if the holder elscts to account for the whole instrument on
a fair value basis. In addition, among other changes, SFAS 155.

() clarities which intsrest-only strips and principal-only slrips are not subject to the requirements of SFAS 133, .

(il establishes arequirement to evaluate interests in securitized financial assets to identify interests that are freestanding derivative
or that are hybrid financial instruments that contain an embedded derivative requiring bifurcation:

{ily clarifies that concentrations of credit risk in the form of subcrdination are not embedded derivatives; and

(iv} amends SFAS 140 to eliminate the prohibition on a qualifying special-purpose entity ("QSPE") from holding a derivative financial
instrumant that partains to a beneficial interest other than ancther derivative financial interest.

The adoption of SFAS 155 did not have a material impact on the Company's consolidated financial statements.

s Effective October 1, 2006, the Company adopted SFAS 133 Implementation Issus No. B40, Embedded Derivatives: Application of
Paragraph 13(b) to Securitized Interests in Prepayable Financial Assets ("lssue B40’). lssue B40 clarifies that a securitized interest in
prepayable financial assels is not subject to the conditions in paragraph 13(b) of SFAS 133, If it meets both of the following criteria:
(i) the right to accelerate the setllement if the securitized interest cannot be controlled by the investor: and (i) the securitized interest
itself does not contain an embedded derivative (including an interest rate-related derivative) for which bifurcation would be required
other than an embedded derivative that resulis solely from the embeddad call options in the underlying financial assets. The adoption
of Issue B40 did not have a matenal impact on the Company's censclidated financial statements.

s Effective January 1, 2008, the Company adopted prospectively SFAS 133 Implementation Issue No. B38, Embedded Derivativas:
Evaluation of Net Seitlement with Respect to the Settiernent of a Debt Instrument through Exercise of an Embedded Put Option or Call
Option ("lssue B38") and SFAS 133 Implementation Issue No. B39, Embedded Derivatives: Application of Paragraph 13(b) to Caill
Options That Are Fxarcisable Only by the Debtor {*lssue B38"). Issue B38 clarifies that the potential settlemant of a debtor's obligation
1o a credilor ocourring upon exercise of a put or call option meets the net setiiement criteria of SFAS 133. Issue B39 clarifies that an
embedded call option, in which ihe underlying is an interest rate or interest rate index, that can accelerate the setilement of a debt
kost financial instrument should not ke biftrcated and fair valued if the right to accelerate the seitlement can be exercised only by the
debtor fissuer/borrower) and the investor will recover substantially all of its initial net invaestment. The adoption of Issues B38 and B39
did not have a material impact on the Company's consolidated financial statements.

Other

Effective January 1, 2007, the Company adopted FASB Staff Pesition (*FSP") Emerging Issues Task Force {"EITF") 00-19-2, Accounting
for Registration Payment Arrangements ["FSP EITF 00-19-27). FSP EITF 00-19-2 specifies that the contingent cbligation to maka future
payments or otherwise transfer consideration under a registration payment arrangemsnt should be separately recognized and measured in
accordance with SFAS No. 5, Accounting for Contingencies. The adoption of FSP EITF C0-19-2 did not have an impact on the Company's
consolidated financial statements.

Effective January 1, 2007, the Company adopled FSP No. FAS 13-2, Accounting for a Change or Projected Change in the Timing of
Cash Flows Relating to income Taxes Generated by a Leveraged Lease Transaction {'FSP 13-27). F8P 12-2 amends SFAS No. 13,
Accounting for Leases, to raquire that a lessor review the projected timing of income tax cash flows generated by a leveraged lease
annually or more frequently if events or circumstances indicate that a change in timing has occurred or is projected to cccur. In addition,
FSP 13-2 requires that the change in the net investment balance resulting from the recalculation be recognized as a gain or loss from
continuing operations in the same line item in which leveraged lease income is recognized in the year in which the assumption is changed.
The adoption of FSP 13-2 did not have a material impact on the Company's consolidated financiail statements.

Effective January 1, 2007, the Company adopted SFAS No. 156, Accounting for Servicing of Financial Assets — an amendment of
FASB Statement No. 140 ["SFAS 156°). Among other raquirements, SFAS 156 requires an entity 10 recognize a servicing asset or servicing
liability each time it undertakes an obligation to service a financial asset by entering into a servicing contract in certain situations. The
adoption of SFAS 156 did not have an impact on the Company's consolidated financial statements.
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Effective November 15, 2008, the Company adopted SAB No. 108, Considering the Effects of Prior Year Misstatements when
Quantifying Misstatements in Current Year Financial Staternents (*SAB 108"). SAB 108 provides guidance on how pricr year misstatements
should be considered when guantifying misstatements in current year {inancial statements for purposes of assessing materiality. SAB 108
requires that registrants quantify errors using both a balance sheet and income statement approach and evaluate whether either approach
results in quantifying a misstatement that, when relevant quantitative and qualitative factors are considered, is material. SAB 108 permils
companies to initially apply its provisions by eithar rastating prior financial statements o recording a cumulative effect adjustiment to the
carrying values of assets and liabilities as of January 1, 2006 with an cffsetting adjustmant to retained earnings for errors that were
previcusly deemed immaterial but are material under the guidance in SAB 108. The adoption of SAB 108 did not have a material impact on
the Company's consolidated financial statements.

Effective January 1, 2005, the Company adopted prospectively EITF issue No. 05-7, Accounting for Modifications to Conversion
Options Embedded in Debt instruments and Related Issues ("EITF 05-7"). EITF 05-7 provides guidance on whether a modification of
conversion options embedded in debt results in an extinguishment of that debt. In certain situations, companies may change the terms of
an embeadded conversion option as part of a debt modification. The EITF concluded that the change in the fakr vaiue of an embedded
conversion aption upon madification should be included in the analysis of EITF Issue No. §6-19, Debtor's Accounting for a Modification or
Exchange of Debt Instruments, to determine whether a modification or extinguishment has occurred and that a change in the fair value of a
conversion option should be recognized upon the medification as a discount (cr premium) associated with the dabt, and an increase (or
decrease) in additicnal paid-in‘capital, The adoption of EITF 05-7 did nct have a material impact on the Company's consolidated financial
statements.

Effective January 1, 2008, the Company adopted ETF Issue No. 05-8, Income Tax Consequences of Issuing Convertible Debt with a
Benesficial Conversion Feature ("EITF 05-8"). EITF 05-8 concludes that: (i) the issuance of convertible debt with a beneficial conversion
feature results in a basis difference that should be accounted for as a temporary difference; and (i} the establishment of the deferrad tax
liability for the basis difference should result in an adjustment to additional paid-in capital. EITF Q5-8 was applied retrospectively for all
instruments with a beneficial convarsion feature accounted for in accordance with EITF Issue No. 98-5, Accounting for Convertible
Securities with Beneficial Conversion Features or Contingently Adjustable Conversion Ratics, and EITF Issue No, 00-27, Application of
Isste No. 98-5 to Certain Convertible Instruments. The adoption of EITF 05-8 did not have a material impact on the Company's
consolidated financial statements.

Effective January 1, 2006, the Company adopted SFAS No. 154, Accounting Changes and Error Corrections, a replacement of APB
Cpinion No. 20 and FASB Statement No. 3 {*SFAS 1547). SFAS 154 requires retrospective application to prior periods' financial statements
for a volumtary change in accounting principle unless it is deemed impracticable. It alsc requirgs that a change in the method of
depreciation, amortization, or depletion for long-lived, non-financial assets be accoumed for as a change in accounting estimate rather
than a change in accounting principie. The adoption of SFAS 154 did not have a material impact on the Company's consgclidated financial
statements.

In June 2005, the EITF reached consensus on issue No. 04-5, Determining Whether a General Partnier, or the General Fartners as a
Group, Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights ("EITF 04-57). EITF 04-5 provides a
framawark for datermining whethar a general pariner controls and should consolidate a limited parinership or a similar entity in light of
certain rights held by the limited partners, The consensus also provides additional guidance on substantive rights. EITF 04-5 was effective
after June 29, 2005 for all newly formed partnerships and for any pre-existing fimited partnerships that modified their partnership
agreements after that date. For all other limited partnarships, EITF 04-5 required adoption by January 1, 20086 through & cumulative effect
of a change in accounting principle recorded in opening equity or applied retrgspectively by adjusting prior pericd financial statements, The
adoption of the provisions of EITF 04-5 did not have a material impact on the Company's consclidated financial statements,

Effective November 9, 2005, the Company prospectively adopted the guidance in FSP No. FAS 140-2, Clarification of the Application of
Faragraphs 40{b) and 40(c) of FAS 140 {"FSP 140-27). FSP 140-2 clarified certain criteria relating to derivatives and peneficial inlerests
when considering whether an entity gualifies as a QSPE. Under FSP 143-2, the criteria must only be met at the date the QSPE issuss
neneficial interests or when a derivative financial instrument needs to be replaced upon the cccurrence of a specified event outside the
control of the transfercr. The adoption of FSP 140-2 did not have a material impact on the Company’s consclidated financial statements,

Effective July 1, 2005, the Company adopted SFAS No, 163, Exchanges of Nonmonetary Asssts, an amendment of APB Opinion No. 29
{(“SFAS 153"). SFAS 153 amended prior guidance to eliminate the exception for nonmaonetary exchanges of similar productive assets and
replaced it with a ganera! exception for exchanges of nonmonetary assets that do not have cormmercial substance. A nonmonetary
exchange has commercial substance if the future cash flows of the entity are expecied to change significantly as a result of the exchange.
The provisions of SFAS 153 were required 10 be applied prospectively for fiscal periods beginning after June 15, 2005. The adoption of
SFAS 183 did not have a material impact on the Company's consolidated financial statements.

Effective July 1, 2005, the Company adopted EITF Issue No. 05-8, Determining the Amortization Period for Leasehold improvements
{"EITF 05-67). EITF 05-6 provides guidance on determining the amortization period for leasehold improvements acquired in a business
combination or acquired subseguent 1o lease inception. As required by EITF 05-8, the Company adopted this guidance on a prospective
basis which had no material impact on the Company's consolidated financial statements.

In June 2005, the FASB completed its review of EITF Issue No. 03-1, The Meaning of Other-Than-Temporary Impairmeént and Its
Appiication to Certain Investments (“EITF 03-17). EITF 03-1 provides accouniing guidance regarding the determination of when an
impairment of debt and marketable eguity securities and investments accounted for under the cost method should be considered
other-than-temporary and recognized in income. EITF 03-1 also requires certain quantitative and gualitative disclosures for debt and
marketable equity securities classified as available-for-sale or held-to-maturity under SFAS No. 115, Accounting for Certain Investments in
Debt and Equity Securities, that are impaired at the balance sheet date but for which an other-than-temporary impairment has not been
recognized. The FASE decided not to provide additional guidance on the meaning of other-than-temporary impairment but has issued FSP
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Nos. FAS 115-1 and FAS 124-1, The Meaning of Other-Than-Temporary Impairment and its Application to Certain investments
{"FSP 115-1"), which nuliifies the accounting guidance on the determination of whether an investment is other-than-temporarily impaired
as set forth in EITE 03-1. As required by FSP 115-1, the Company adopted this guidance on a prospective basig, which had ne material
impact on the Company's consolidated financial statements, and has provided the required disclosures.

In December 2004, the FASB issued FSP No. FAS 109-2, Accounting and Disclosure Guidance for the Foreign Earnings Repatriation
Provision within the Amearican Jobs Creation Act of 2004 ("FSP 108-2"), The American Jobs Creation Act of 2004 (*AJCA") introduced a
ana-time dividend received deduction on the repatriation of certain earnings to a U.S. taxpayer. FSP 108-2 provides companies additional
time bayond the financial reporting period of enactmant (o evaluate the effects of the AJCA on their plans to repatriate foreign earnings for
purposes of applying SFAS No. 108, Accounting for Income Taxes. During 2005, the Company recorded a $27 million income tax benefit
related to the repatriation of foreign earnings pursuant to Internal Revenue Code Section 965 for which a U.S. deferred income tax
provision had previously been recorded. As of January 1, 2006, the repatriation provision of the AJCA no longer appiies to the Company.

Future Adoption of New Accounting Pronouncements
Fair Value

in September 2006, the FASB issued SFAS No. 157, Fair Value Measurements ("SFAS 1577). SFAS 157 defines fair vatue, establishes a
framework for maasuring fair value and requires enhanced disclosures about fair value measurements. Effective January 1, 2008, the
Company adepted SFAS 157 and applied the provisions of the statement prospectively to assets and liabilities measured and disclosed at
fair value. In addition to new disclosure requirements, the adoption of SFAS 157 changes the valuation of certain freestanding derivatives
by maoving from a mid to bid pricing convention as well as changing the valuation of embeddsd derivatives associated with annuity
contracis. The change in valuation of embedded derivatives associated with annuity contracts results from the ingorporation of risk marging
and the Company’s own credit standing in their valuation. White the Company dogs not expect such changes in valuation to have a material
impact on the Company's financial statements at January 1, 2008, the addition of risk margins and the Company's own credit spread in the
valuation of embedded derivatives associated with annuity contracts may resull in significant volatility in the Company’s conscfidated net
income.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities ("SFAS 1587).
SFAS 159 permits entities the opticn to measure most financial instruments and certain other items at fair value at specified election dates
and to report related unrezlized gains and josses in earnings. The fair valug option is generally applied on an instrument-by-instrument
basis and is generally an irrevocable election. Efiective January 1, 2008, the Company has elected the fair value option an fixed maturity
securities backing certain pension products sold in Brazil. Previously, thess fixed maturity securities were accounted for as availa-
ble-for-sale securities in accordance with FAS 115, The Gompany's insurance joint venture in Japan also elected the fair valug option for its
single premium deferred annuities and supporting assets. These elections are not expected to have a material impact on the Company’s
retained earnings or equity as of January 1, 2008.

i June 2007, the AICPA issued SOP 07-1, Ciarification of the Scope of the Audit and Accounting Guide Investment Comparnies and
Accounting by Parent Companies and Equity Method Investors for investments in Investment Companies {("SOP 07-1") . Upon adeption of
SOP ©7-1, the Company must alse adopt the provisions of FASB Staff Position No. FSP FIN 48(n)-7, Appiication of FASE Interpretation
No. 46 to Investment Companies "FSP FIN 46(1)-7"), which permanently exempts investment companies from applying the provisions of
FIN No. 46(r), Consolidation of Variable interest Entities — An Interpretation of Accounting Research Builetin No. 81, and its December
2003 revision ("FIN 46{r)") to investments carried at fair value, SOP 07-1 provides guidance for determining whether an entity falls within the
scope of the AICPA Audit and Accounting Guide Invastment Companies and whether investment comparty accounting should be retained
by a parent company upon consolidation of an investment company subsidiary of by an equity mathod investor in an investment company.
In certain circumstances, SOP 07-1 precludes retention of specialized accounting for investment companies (i.e., fair value accounting),
when similar diract investments exist in the consclidated group and are measured on a basis inconsistent with that applied to investment
companies. Additionally, SOP 07-1 precludes retention of specialized accounting for investment companies if the reporting entity does not
distinguish through documented policies the nature and type of investments 1o be held in the invesiment companies from those made in
the consolidated group where other accounting guidance is being applied. in Febtruary 2008, the FASB issued FSP No. SOP 7-1-1,
Eifoctive Date of AICPA Statement of Position 07-1, which delays indefinitely the effective date of SOP 07-1. The Company is closely
monitoring further FASE developments.

In May 2007, the FASB issued FSP No. FIN 39- 1, Amendment of FASE Interpretation No. 39 (“FSP 39-1"). FSP 39-1 amends FIN No. 38,
Offsetiing of Amounts Related to Certain Contracts ("FIN 387, to permit a reporting entity to offset fair value amounts recognized for the
right to reclaim cash collateral (a receivable) or the obligation to return cash collateral {a payable) against fair value amounts recognized for
derivative instruments executed with the same counterparty under the same master netting arrangement that have been offset in
accordance with FIN 39, FSP 39-1 also amends FIN 39 for certain terminology modifications. FSP 38-1 applies to fiscal years beginning
after November 15, 2007. FSP 39-1 will be applied retrospectively, unless it is impracticable 1o de so. Upon adoption of FSP 39-1, the
Company is permitted to change its accounting policy to offset or not offset fair value amounts recognized for derivative instruments under
master netting arangements. The adoption of FSP 38-1 will not have an impact on the Company's financial statements.

Business Combinations

In December 2007, the FASB issued SFAS No. 141 (revised 2007}, Business Combinations — A Replacement of FASE Statement
No. 147 'SFAS 141(n)" and SFAS Ne. 160, Noncontroling Interests in Consolidated Financial Statements — An Amendment of ARB
No. 51 ("SFAS 180" which are effective for fiscal years beginning after December 15, 2008. Under SFAS 141(r) and SFAS 160t

« All business combinations {whethes full, partial, or "step” acquisitions) result in all assets and liabilities of an acquired business being

recorded at fair value, with limited exceptions.
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* Acquisition costs are generally expensed as incurred; restructuring costs associated with a business combirauon are generally

expensed as incurred subsequent to the acquisition date.

» The fair value of the purchase price, including the issuance of equity securities, is determinad on the acguisition date.

+ Certain acquired contingent liabilities are recorced at falr valug at the acquisition date and subsequently measured at either the higher

of such amount or the amount determined under existing guidance for non-acquired contingencies.

« Changes in deferred tax asset valuation altowances and income tax uncertainties afier the acquisiton date gereraily affect income

tax expense.

* Noncontrolling interests (formerly known as "minority interests”) are valued at fair value at the acguisition date and are presented as

equity rather than liabilitigs.

* \When control is attained on previously noncontrolling interests, the previously held eguity interests are remeasured at fair value and a

gain or 10ss is recognized.

* Purchases or sales of equity intergsts that do not result in a ¢change in control are accounted for as equity transactions,

* When control is fost in a partial disposition, realized gains or losses are recorded on equity ownership sold and the remaining

ownership Interest is remeasured and holding gains or 10sses are recognized.

The pronouncements are effective for fiscal years beginning on or after December 15, 2008 and apply prospectvey 10 business
combinations. Presentation and disclosure requirements related to noncontrolling interests must be retrospectively appied. The Company
is currently avaluating the impact of SFAS 141(r} on its accounting for future acquisitions and the impact of SFAS 160 on its consolidated
financial statements.

Other

In February 2008, the FASB issued FSP No. FAS 140-3, Accounting for Transfers of Financial Assets and Repurchase Financing
Transactions (‘FS2 140-3"). FSP 140-3 provides guidance for evaluating whether to account for a transfer of a francial asset and
repurchase financing as a single transaction or as two separate transactions. FSP 140-3 is effective prospectively for financial statements
issued for fiscal years baginning after November 15, 2008. The Company is currently evaluating the impact of FSP FAS 140-3 on its
consolidated financial statements,

In January 2008, the FASE cleared SFAS 133 implementation Issue E23, Clarification of the Application of the Shortcut Mathod (“lssue
E23"). Issue E23 amends SFAS 133 by permitting intarest rate swaps to have a non-zero fair value at inception, as long as the difference
between the transaction price (zero) and the fair value (exit price), as defined by SFAS 157, is solely atiributable to a bid-ask spread. In
addition, entities would not be precluded from assuming no ineffectiveness in a hedging relationship of interest rate risk involving an
interest bearing asset or liability in situations where the hedged item is not recognized for accounting purposes unti! settlement date as long
as the period between trade date and settlement date of the hedged item is consistent with generally estabiished conventions in the
marketplace. Issue E23 is effective for hedging relaticnships designated on or after January 1, 2008. The Company does not expect the
adoption of lssue E23 to have a material impact on its consolidated financial statements.

in December 2007, the FASE ratified as final the consensus on EITF Issue No. 07-8, Accounting for the Sale of Real state When the
Agreement Includes a Buy-Seli Clause ("EITF 07-8"). EITF C7-6 addresses whether the existence of a buy-seli arrangement would preclude
partial sales treatment when real estate is sold to a jointly owned entity. The consensus concludes that the existence of a buy-sell clause
does not nacessarily preclude partial sale treatment under current guidance. EITF O7-6 applies prospectively to new arrangements entered
into and assessments on existing transactions perfermed in fiscal years beginning after December 15, 2008, The Company does not
expect the adoption of EITF 07-6 to have a material impact on its consolidated financial statements.

In November 2007, the SEC issued SAB No. 109, Written Loan Commitments Recorded at Fair Value through Earnings (*SAB 109°),
which amends SAB No. 105, Appfication of Accounting Principles to Loan Commitments. SAB 108 provides guidance en (i) incorporating
expected net future cash fliows when related to the associaled servicing of a loan when measuring fair value; and (1) broadening the SEC
staff's view that internally-developed intangible assets should net be recorded as part of the fair value of a dervative foan ccmmitment or to
written loan commitments that are accounted for at fair value through earnings. Internally-developed intangible assets are not considered a
component of the related instruments. SAB 109 is effective for derivative loan commitments issued or modified in fiscal guariers beginning
after December 15, 2007. The adoption of SABR 108 will not have an impact on the Company's consolidated financial statements.

2. Acquisitions and Dispositions

Travelers

On July 1, 2005, the Company completed the acquisition of Travelers for $12.1 billion. The results of Travelers’ operations were
included in the Company's financial statements beginning July 1, 2005, As a result of the acquisition, management of the Company
increased significantly the size and scale of the Company's core insurance and annuity preducts and expanded the Company’s presenca in
both the retiremeant & savings' domestic and international markets. The distribution agreements execuied with Citigroup as part of the
acquisition provide the Company with one of the broadest distribution networks in the industry.

The initial consideration paid in 2005 by the Company for the acquisition consistad of $10.9 billicn in cash and 22,435,617 shares of
the Company's common stock with a market value of $1.0 bilion to Citigroup and $100 million in other transaction costs. The Company
revised the purchase price as a result of the finatization by both parties of their review of the June 30, 2005 financial staiements and final
resolution as to the interpretation of the provisions of the acguisiticn agreement which resulted in a payment of additional consideration of
$115 million by the Company to Citigroup in 2006. In addition to cash on-hand, the purchase price was financed through the issuance of
common stock as described previcusly, debi securities as described in Nete 10, common equity units as described 1n Note 13 and
preferred stock as described in Note 18.

The acquisition was accounted for using the purchase method of accounting, which requires that the assets and liabilites of Travelers
be measured at their fair values. The net fair value of asseis acquired and liabilities assumed totafed $7.8 bilion, resultng :n goodwill of
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$4 .3 nillion, of which $1.6 billion is deductiple for income tax purpeses. Further information en goodwill is described in Note 6. See Note 5
for the VOBA acquired as part of the acquisition and Note 7 for the value of distribution agreemeants ("VODA" and the value cf customer
relationships acquired ("VOCRA"}.

As part of the integration of Travelers’ operations, management approved and initiated plans to reduce approximately 1,000 domestic
and international Travelers positions, which was compleied in December 2008, MetLife initially recorded rastructuring costs, including
severance, relocation and outplacement services of Travelers” employees, as liabilities assumed in the purchase business combination of
$49 million, For the years ended December 31, 2006 and 2005, the liability for restructuring costs was reduced by $4 million and $1 million,
respectively, due 1o a reduction in the estimate of severance benefits to be paid tc Travelers employees. The restructuring costs associated

with the Travelers acquisition were as follows:
Years Ended Decembar 31,

2008 2005

(In millions)
Balance at JANUAY 1, . . . . e e $28 $ -
ACQUISILION . o o e - 49
Cashpayments . ... ... o e {24} (20)
Qther redUCHiONS . . . . (4) (1)
Balance at December 31, . . . . . . e e $ — 28

Other Acquisitions and Dispositions

On June 28, 2007, the Company acquired the remaining 50% interest in a joint venture in Hong Kong, MeiLite Fubon Limited {"MetLife
Fubon®), for $56 million in cash, resulting in MetLife Fubon becoming a consolidated subsidiary of the Company. The transaction was
treated as a step acquisition, and at June 30, 2007, total assets and liabilties of MetLife Fubon of $838 million and $735 million,
respectively, were included in the Company’s consolidated balance sheet. The Company's investment for the initial 50% interest in MetLife
Fubon was $48 million. The Company used the equity methed of accounting for such investment in Metlife Fubon. The Company's share
of the joint venture's results for the six menths ended June 30, 2007, was a losa of $3 million. The fair value of the assels acquired and the
liabilites assumed in the step acquisition at June 30, 2007, was $427 million and $371 million, respectively. No additional goodwill was
recorded as a part of the step acquisition. As a result of this acquisition, additional VOBA and VODA of $45 million and $5 million,
respectively, were recorded and both have a weighted average amortization period of 16 years. Further information on VOBA and VODA is
described in Note 5 and Note 7, respectively,

On Juna 1, 2007, the Compary completad the sale of its Bermuda insurance subsidiary, Mettife International Insurance, Ltd, {"MLI"), to
a third party for $33 million in cash consideration, resulting in a gain upon disposal of $3 million, net of income tax. The net assets of ML at
disposal were $27 million. A liability of $1 million was recorded with respect to a guarantes provided in connection with this disposition.
Further information on guaraniees is described in Note 16.

On September 1, 20085, the Company completed the acquisition of CitiStreet Associates. a division of CitiStreet LLC, which is primarily
involved in the distribution of annuity procucts and retirement plans 1o the education, healthcare, and not-for-profit markets, for $56 million,
of which $2 million was allocated to goodwill and $54 million to other identifiable intangibles, specifically the value of custorner reiationships
acquired, which have a weighted average amortization period of 16 years. CitiStreet Associates was integrated with Mellife Resources, a
focused distribution channel of MetLife, which is dedicated to provide retirement plans and financial services o the same markets. Further
infarmation on goodwill and VOCRA is cescribed in Note 6 and Note 7, respectively.

See Note 23 for information on the disposition of the annuities and pension businesses of Metlife Insurance Limited ("MetLife
Austratia”), P.T. Sejahtera {"Metlife Indonesia”) and $5RM Hcldings, Inc. ("SS8M").

See Note 25 for information on the Company’s acquisitions subsequent to December 31, 2007,
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3. Investments

Fixed Maturity and Equity Securities Available-for-Sale
The following taoles present the cost or amortized cost, gross unrealized gain and loss, and estimated fair value of the Company’s fixed
maturity and equity securities, the percentage that each sector represents by the total fixed maturity securities holdings and by the total
equity securities holdings at:
December 31, 2007

[+ )
AcoSiorg  _Gross Unrealized  popimated % of
Cost Gain Loss Fair Value Total
{In millions}
U.S. corporate SBCUMNtBS . . . o v v e $ 77,875 $1.,725 32,174 B 77.425 32.0%
Residential mortgage-backed securities . . .. .. ... e 56,267 691 389 56,489 23.3
Foreign corpcrate securities . . ..o o 37,369 1,740 794 38,305 15.8
U.S. Treasury/agency SECUMtIES . . . . . . v oo 16,771 1,487 13 21,245 8.8
Commercial mortgage-backed securities. . .. .. .. .. oo 17.676 251 189 17,728 7.3
Foreign government securities . . . ... o 13,635 1,824 188 15,271 8.3
Asset-backed securili@s . . . . . . 11,649 41 544 11,041 4.6
State and political subdivision securities . . . . ..o 4,394 140 115 4,419 1.8
Other fixed maturity securities. .. ... . oo 335 13 30 318 0.1
Total fixed maturity S8CUrities . . . v o $238,761  $7,932 34,461 $242,242 100.0%
COMMON SIOCK v v o e e e e e $ 2488 $ 568 $ 108 § 2,948 48.7%
Non-redeemable preferred Stock . . . . . . . e 3,403 81 362 3,102 51.3
Total equity SECUMLIES. . . . . v $ 5891 ¢ 829 $ 470 & 86,050 100.0%
December 31, 2006
Aoostorg  _Gross Unreatized  gyimated % of
Cost Gain Loss Fair Value Total
{In millions}
U.S. corporate SBCUMLIES . . . . . o v e e e $ 74,010 $2,047 $ 983 & 75,074 31.0%
Residential mortgage-backed securities .. ... ... oo 51,802 385 321 51,666 21.4
Forgign corporate securities . . .. . .. oo 33,029 1,887 378 34,338 14.2
U.S. Treasury/agency securities . . ... . 29,897 G84 248 30,633 12.7
Commercial morigage-backed securities., . . .. ... ... oo 16,467 193 138 18,622 6.8
Foreign government securities . ... .. .. .o 11,406 1,835 34 13,207 5.4
Asset-Dacked SECUMLIES . . .o v v o o 13,851 75 53 13,873 57
State and political subdivision securities . . . .. .. ..o oo 68,121 230 51 6,300 2.6
Other fixed maturity securities. . ... ... oo 385 7 77 315 0.2
Total fixed maturity securities . . . . . . .. oo $236,768 $7,443  $2,283 $241,828 100.0%
COMMON SIOCK .+ © o o e e e e e e $ 1,798 % 487 3§ 16 $ 2,268 44 .5%
Non-redeemable preferred stock . . .. oo 2,751 103 29 2,825 55.5
Total equity SECUNLIES. . . . . . o o $ 4549 $ 530 $ 45 $ 5,094 100.0%

The Company held foreign currency derivatives with notional amounts of $9.2 billion and §8.9 billion 10 hedge the exchange rate risk
associated with foreign denominated fixed maturity securities at December 31, 2007 and 2008, respectively.

The Company is not exposed o any significant concentrations of credit risk in its equity securities portiolio. The Company is exposed to
concentrations of credit risk refated to U.S. Treasury securities and obligations of U.5. government corporations and agencies. Addi-
tionally, at Decembes 31, 2007 and 2008, the Company had exposure to fixed maturity securities backed by sub-prime mortgages with
estimated fair values of $2.2 bilion and $3.0 billion, respectively, and unrealized losses of $219 million and $5 million, respectively. These
securities are classified within asset-backed securities in the immediately preceding table. At December 31, 2007, 32% have been
guaranteed by financial guarantors, of which 55% was guaranteed by financial guarantors who remain Aaa rated in 2008. Overall, at
December 31, 2007, $6.7 billicn of the estimated fair valug of the Company’'s fixed maturity securities were credit enhanced by financial
guarantors of which $2.5 billion, $2.5 bilion and $1.7 billion at December 31, 2007, are included within state and political subdivisions,
corporate securities and asset-backed securities, respectively, and-80% ware guaranteed by financial guarantors who remain Aaa rated in
2008, :

The Company held fixed maturity securities at estimated fair values that were below investment grade or not rated by an independent
rating agency that totaled $17.7 billion and $17.3 billicn at December 31, 2007 and 2008, respectively. Thase secunties had net unrealized
gains (losses) of ($108) million and $627 million at Cecember 31, 2007 and 2008, respectively. Non-income producing fixed maturity
sacurities were $13 millian and $18 million at December 31, 2007 and 20086, respectively. Net unrealized gains associated with nan-
income producing fixed maturity securities were $12 million and $4 millicn at December 31, 2007 and 2006, respectively.
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The amortized cost and estimated fair value of fixed maturity securities, by contractual maturity date {excluding scheduled sinking
funds), are as follows;

December 31,

2007 2006
Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value

{In millions}

DUBIN ONE YBAT OFHESS. -+ v o v v e e e e e e $ 4537 3 4628 % 69823 F 7,011
Due after one year through five years . . ... ... ... . .. L 42,483 43,167 45,331 45,928
Due after five years through tenvyears . . ... ... . .. ... ... . ... ... 40,783 41,046 39,671 40,200
Dueg aftertenyears . . . . . .. 65,496 68,143 63,023 66,728
Subtotal, . . 153,269 156,984 154,848 158,867
Mortgage-backed and asset-backed securities . ... ... oL 85,492 85,258 81,820 82,061
Total fixed maturity securities . ... ... ... . L $238,761  $242,242 $2386,768 $241,928

Fixed maturity securities not due at a single maturity gate have been included in the above table in the year of final contractual maturity.
Actual maturities may differ from contractual maturities due to the exercise of prepayment options.
Sales or disposals of fixed maturity and equity securities classified as available-for-sale are as follows:

Years Ended December 31,

2007 2006 2005
' {In millions)
ProceedS. . . . . L e $80,685 $89,869 $127,708
Gross iNVestment Qains . . . . . e $ 831 % 580 % 704
Gross investment [0SSBS . © . . . o $(1.183) $(1.,533 $ (1,391

Unrealized Loss for Fixed Maturity and Equity Securities Available-for-Sale
The following tables present the estimated fair value and gross unrealized loss of the Company's fixed maturity (aggregated by sector)
and equity securities in an unrealized loss position, aggregated by length of time that the securities have been in a continuous unrealized
loss positign at:
Decamber 31, 2007
Equal to or Greater than

Less than 12 months 12 months Total
Estimated Grosas Estimated Gross Estimated Gross
Fair Unrealized Fair Unrealized Fair Unrealizad
Value Loss Value Loss Value Loss
(In millions, except number of securities)
U.S. corporate securities . ... ..o e 529,237 $1,431 $12.119 $ 743 % 41,356 32,174
Residential mortgage-backed securities. . . ... ... . ... ... 14,404 279 6,195 110 20,598 389
Foreign corporate securities . .. ... ... 11,188 484 8,321 310 17.510 794
U.S Treasury/agency securities. . . ... ... .. 432 3 825 10 1,067 13
Commercial mortgage-backed securities . . . .. ... ... . ... 2,518 102 3,797 a7 6,315 199
Foreign government securities. . . . ... ... .. L 3,593 161 515 27 4,108 188
Asset-backed securities . . . . ... . L o o 7,627 442 1,271 107 8,898 549
State and political subdivision securities .. .. ... . ... . ... 1,334 81 476 34 1.810 115
Other fixed maturity securities . . . . ... ... ... . ... .... 9i 30 1 — 9z 30
Total fixed maturity securities . . ... .. .. ... ... ... . $70,425 $3.013 $31,320 $1.438 $101,745 $4,451
Equity securities . . . . .. .. $ 2771 $ 398 $ 543 £ 72 3 3,314 $ av0
Total number of securities in an unrealized loss position . . ... 8,385 3,083
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December 31, 2008

Equal to or Greater than
Less than 12 months 12 months Total
Estimated Gross Estimated Gross Estimated Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
{In millions, except number of securlties)
U.S. corporate securities . . . ... .o e $17,537 $285 $16,780 $ 698 $ 34,317 $ 983
Residential mortpage-backed securities. . . ... ... ... . 15,300 78 13,640 243 28,940 324
Foreign corporate securities . . . . .. ... 8,401 102 7277 278 13,678 378
U.S. Treasury/agency securities, . . . . . . .« o e 15,008 157 1,560 91 16,566 248
Commercial mortgage-backed securities . .. .. ... 4,960 30 4,029 108 8,889 138
Foreign government securities . . . - . . . ... ..o 1,160 18 507 16 1,667 34
Asset-backed securities . . . .. . .o 4,518 31 1,077 22 5,696 53
State and political subdivision securities . . ... ... 334 12 532 39 8686 51
Other fixed maturity sscurities . . . . .. ... . oo 146 77 4 — 150 77
Total fixed maturity securities . .. . ... ..o 365,363 5790 $45,406 $1,493 $110,769 $2.283
EQUItY SBOUTIES -+« « « v o v et e e e e $ 832 g 20 $ 567 $ 25 § 1,398 B 45
Total humber of securities in an unrealized loss position . . . . . 10,529 4,640

Aging of Gross Unrealized Loss for Fixed Maturity and Equity Securities Available-for-Sale
The following tables present the cost or amortized cost, gross unrealized loss and number of securities for fixed maturity and eguity
securities, where the estimated fair value had declined and remained below cost or amortized cost by less than 20%, or 20% or more at:
December 31, 2007
Cost or Amortized Gross Unrealized Number of

Cost Loss Securities
Less than 20% or Less than 20% of Less than 20% or
20% more 20% more 20% mare
{In millions, except number of securities)
Lesstham SIX MONENS . . . . % 49,463 $1,943  $1.670 $555 5,339 644
Six months or greater bul less than ning months . ... .. .. . 17,353 23 844 7 1,461 31
Nine months or greater but less than twelve months . .. . .. .. 9,410 7 568 2 791 1
Twelve months orgreater. . . .. ... .. . e 31,731 50 1,262 13 3,182 32
Total . . e $107,957  $2,023 $4,344 3577

Decembaer 31, 2008

Cost or Amortized Gross Unrealized Number of
Cost Loss Securities
Less than 20% or Less than 20% or Less than 20% or
20% more 20% mora 20% more
{In millions, except number of securities)
Lessthan SixmonthsS . . . .. . o o oo $ 52,222 535 $ 547 B2 §,093 81
Six months or greater but less than nine menths .. ... ... ... 2,682 3 42 1 415 2
Ning months or greater but less than twelve months . .. . .. ... 12,049 14 204 4 937 1
Twelve months or greater .. ... oo e 47,462 29 1,511 7 4,634 6
TOtal .o e $114,415  $81 $20304 824

At December 31, 2007 and 2008, $4.3 bilion and $2.3 billion, respectively, of unrealized losses related to securites with an unrealized
loss position of less than 20% of cost or amortized cost, which represented 4% and 2%, respectively, of the cost or amortized cost of such
securities.

At December 31, 2007, $577 million of unrealized losses relaied to securities with an unrealized loss pesition of 20% or more of cost or
amortized cost, which representad 29% of the cost or amortized cost of such securities. Of such unrealized losses of $577 million,
$555 million related to securities that were in an unrealized loss position for a period of less than six months. At December 31, 2008,
%24 million of unrealized losses related to securities with an unrealized loss position of 20% or more of cast or amortized cost, which
represented 30% of the cost or amortized cost of such securities, Of such unrealized losses of $24 million, $12 million related 1o securities
ihat were in an unrealized i0ss position for a period of less than six months.

The Company held 30 fixed maturity and equity securities, each with a gross unrealized loss at December 31, 2007 of greater than
$10 million. These securities represented 9%, or 3459 million in the aggregate, of the gress unrealized loss on fixed maturity and equity
securities. The Company held eight fixed maturity and equity securities, each with a gross unrealized loss at December 31, 2006 of greater
than $10 million. These securilies represented 7%, or $169 million in the aggregate, of the gross unrealized loss on fixed maturity and
equity securities.
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At December 31, 2007 and 2008, the Company had $4.9 billion and $2 .3 billion, respectively, of gross unrealized losses related to its
fixed maturity and equity securities. These securities are concentrated, caiculated as a percentagse of gross unrealized loss, as follows:

Decoember 31,

2007 2008
Sector:
U.S. corperate SecuUriti@s . . . . . . o 44%  42%
Foreign corporate Securities . . . . . .. L e e e 16

18

Asset-backed SecUrties . . . . . . L 11 2

Residential mortgage-backed securities . . .. . . .. 8 14

Foreign government securities. . . . . . . . L e 4 1
i

Commercial mortgage-backed securities., . . . . . . L 6
U.S. Treasury/agency SBOUMHIES . . . o o . v 11
160 (T 13 g
TOtal . e e 100% 100%
Industry:
FInaNCE e 34% 10%
INdUSErial . . e e 18 23
Mortgage-backed . . . . . . e 12 20
Iy e 8 11
GOVBIMMENL L . e e e 4 12
Other. . . ... . .. e 24 24

TOMA . . o oo 100%  100%

As described more fully in Note 1, the Company performs a regular evaluation, on a security-by-security basis, of its investment
holdings in accordance with its impairment policy in order to evaluate whether such securities are other-than-temporarily impaired. One of
the criteria which the Company considers in its other-than-temporary impairment analysis is its intent and ability to hold securitiss for a
period of time sufficient to allow for the recovery of their value to an amount equal to or greater than cost or amortized cost. The Company's
intent and ability to hold securities considers broad portfolio management objectives such as asset/liability duration management, issuer
and industry segment exposures, interest rate views and the overall total retum focus. In following these portfolio management objectives,
changes in facts and circumstances that were present in past reperting periods may trigger & decision to ssll securities that were held in
prier reporting pericds. Decisions to sell are based on current conditions or the Company's need to shift the portfolio to maintain its
portfelio management objectives including liquidity needs or duration targets on asset/liability managed portiolics. The Company attempts
to anticipate these types of changes and if a sale decisicn has besn made on an impaired security and that security is not expected to
recover pricr 1o the expected time of sale, the security will be deemed other-than-tempcrarily impaired in the period that the sale decision
was made and an other-than-temporary impairment loss will be recognized.

Based upon the Company's current evaluation of the securities in accordance with its impairment policy, the cause of the decline being
principally attributable to the general rise in interest rates during the holding pericd, and the Company’s current intent and ability to hold the
fixed maturity and equity securities with unrealized losses for a period of time sufficient for them to recover, the Company has concluded
that the aforementioned securities are not cther-than-temporarily impaired.

Securities Lending

The Company participates in a securities lending program whereby blocks of securities, which are included in fixed maturity and eguity
securities, are loaned to third parties, primarily major brokerage firms. The Company reguires a minimum of 102% of the fair value of the
loaned securities to be separately maintained as collateral for the loans. Securities with a cost or amortized cost of $41.1 billion and
$43.3 billion and an estimated fair value of $42.1 billion and $44.1 billion were on loan under the program at December 31, 2007 and 2006,
raspectively. Securities loaned under such transactions may be sold or repledged by the transferee. The Company was liable for cash
collateral under its contral of $43.3 billion and $45.4 dillion at December 31, 2007 and 2008, respectively. Security coliateral of $40 million
and $100 million on deposit from customers in connection with the securities !ending transactions at December 31, 2007 and 2008,
respectively, may not be sold or repledged and is not reflected in the consolidated financial statements.

Assets on Deposit and Held in Trust and Assets Pledged as Collateral

The Company had investment assets on deposit with regulatory agencies with a fair market value of $1.8 billion and $1.3 billion at
December 31, 2007 and 20086, respectively, censisting primarily of fixed maturity and equity securities. Company securities held in trust to
satisfy coliateral requirements had a cost or amortized cost of $7.1 hillion and $3.0 billion at December 31, 2007 and 20086, respectively,
consisting primarily of fixed maturity and equity securities,

Certain of the Company's fixed maturity securities are pledged as collateral for various derivative transactions as described in Note 4.
Additionally, the Company has pledged certain of its fixed maturity securities in support of its debt and funding agreements as described in
Notes 10 and 7, respectively.
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Mortgage and Consumer Loans
Mortgage and consumer loans are categorized as foliows:

Dacamber 31,

2007 2006
Amount Percent Amount Percent
{In millions)
Commerciat MOorgage Ioans . . . .. .« v i 535,669 76% 332,020 75%
Agricultural morngage loans . . . . ... 10,508 22 9,231 22
CONSUMET I0BNS. © o o v o v e 1,051 2 1,180 3
TOWL . o o o e et e 47,228 100% 42421  100%
Less: Valuation allowanCeS . o v v v o v v v e e e e 198 182
Total mortgage and CONSUMET ICANS . . . .. . . $47.030 $42,239

Mortgage oans are collateralized by properties primarily tocated in the United States. At December 31, 2007, 21%, 7% and 7% of the
vatue of the Gompany’s mortgage and consumer loans were located in California, Florida and Texas, respeciively. Generaly, the Company,
as the lender, only loans up to 75% of the purchase price of the underlying real estate.

Certain of the Company's real estate joint ventures have mortgage loans with the Company. The carrying values of such merigages
were $373 milion and $372 million at December 31, 2007 and 2006, respectively.

Information regarding loan valuation allowances for mortgage and consumer loans is as follows:

Years Ended
December 3%,
2007 2006 2005
(In millions}

Balance At JANUATY T, . o o o o ottt e e e e 3182 $172 5157
ACOIIONS . o e e e 77 356 54
DEAUCTIONS .« o v e e et e e e e e {61) (26) {49)

Balance at DBCeMDEr 31, o o o o o o e e $168 $182 $i72

A portion of the Company's morigage and consumer loans was impaired and consisted of the following:

Decambaer 31,

2007 2006

{In millions)
impaired l0ans with valualion allowanSes . . .. . v oo $624 3374
Impaired loans without valuation IOWENCES . . . . . . . . 44 75
SUBLOIAL & . o o o v e e e e e 568 449
Less: Valuation alfowances onimpaired I08NS . . . . . . o o i e 73 21
IMPAIFEG IOANS .\ o v o v e e e e o $595 428

The average investment on impaired loans was $453 million, $202 million and $187 million for the years anded December 31, 2007,
2006 and 2005, respectively. Interest income on impaired loans was $38 million, $2 million and $12 milion for the years ended
December 31, 2007, 2006 and 2005, respectivety.

The investment in restructured loans was $2 million and $9 million at December 31, 2007 and 20086, respectively. Interest income of
less than $1 million, $1 million and $2 millicn was recognized on restructured loans for the years ended December 31, 2007, 2006 and
2005, respectively. Gross interest income that would have been recorded in accordance with the original terms of such loans amounied to
fess than $1 million, $1 million and $3 million for the years ended Decembar 31, 2007, 2006 and 2005, respective’y.

Mortgage and consumer loans with scheduled payments of 80 days or more past due on which interest is stil accruing, had an
amortized cost of $4 million and $15 milion at December 31, 2007 an¢ 2006, respeciively. Mortgage and consumer loans on which
interest is no longer accruad had an amortized cost of $28 million and $36 million at December 31, 2007 and 20086, respectively. Mortgage
and consumer loans in foreclosure had an amortized cost of $12 million and $35 million at December 31, 2007 and 2008, respectively.
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Real Estate Holdings
Real estate holdings consisted of the following:

Deceamber 31,

2007 2006
{tn millions)
Real estate . . . e e $4,914 $4,326
Accumulated depreciation . . . . . . L (1,088)  (1.00M)
Net real @state. . . . . L e 3,826 3,325
Real estate joint VENTUIBS. . . . o 0 2,771 1,477
Real estate and real estate joint ventures . . . . . . . e 6,587 4,802
Real estate held-for-sale . . . . . e e 172 184
Total real @state holdiNGS . . . . . . $6,766 $4,986

Related depreciation expense on real estate was $130 million, $131 million and $135 million for the years ended Decéember 31, 2007,
e related to

2006 and 2005, respectively. These amounts include $13 million, $37 milicn and 362 milion of depreciation expens
discontinued cperations for the years ended December 31, 2007, 2006 and 2005, respactively.

There were no impairments recognized on real estate heid-for-sale for the year ended December 31, 2007, impairment losses
recognized on real estate held-for-sale were $8 million and $5 million for the years ended December 31, 2006 and 2008, respectively, The
carrying value of non-income producing real estate was $12 million and $8 million at December 31, 2007 and 2006, respectively. The

Company owned real estate acquired in satisfaction of debt of $3 million &t both December 31, 2007 and 2006.
Reat estate holdings were categorized as follows:

Dacember 31,

2007 2008
Amount Parcent Amount Parcant
{In millions)

L0 11177~ $3,126 46% $2,709 55%
ADEFMBNIS . o o 1,264 19 739 15
Development Joint ventures . . . . . . . o 743 11 169 3
Retall . . e 574 8 513 10
Real estate investment funds . . . . . e 5186 8 401 8
INAUSIIAl . . . e 283 4 291 6]
AN . e 174 3 71 1
AGHCURUIE & . e 29 — 32 1
10T 680 1 &1 1

Total real estate holdings . . . . ... 36,769 100% $4,986 100%

The Company's real estate holdings are primarily located in the United States. At December 31, 2007, 22%, 11%, 10% and 9% of the

Company's real estate holdings were lacated in California, New York, Florida and Texas, respectively.

Leveraged Leases
Investment in leveraged leases, included in other invested assets, consisted of the following:

December 31,

2007 2006
{in millionsg)
Rental receivables, N8, . . . . e $1.481 1,085
Estimated residual VEILUBS . . o .t e e e e 1,881 B87
SUBOTAl . . e 3,372 1,842
Uneamed INGOMIE . . . . o e {1,313) (694)
Investment in leveraged 188885 . . . . . . . e e e $2,050 §1,248
The Company’s deferred income tax liability related to leveraged leases was $1.0 bitlion and $670 million at December 31, 2007 and

2006, respectively. The rental receivables set forth above are generally due in perlodic installments. The payment periods rangs from one

to 15 years, but in certain circumstances are as long as 30 years.
The components of net income from investment in leveraged leases are as follows:

Yesars Ended
Dacember M,

2007 2006 2005

{tn millions)

Income from investment in leveraged leases (included in net investmentincome) . ... .. .. ... $67 $51 %54

Less: Income tax expense on leveraged 18AS8S . . . . . . . . . e (24} gy 9

Net income from investment in leveragad 18ASES . . . . .. . . . . $43 $33 $35
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Other Limited Partnership Interests
The carrying value of other limited partnership interests {which primarily represent ownership interests in pooied investment funds that
make private equity investments in companies in the United States and overseas) was $6.2 billion and $4.8 billion at December 31, 2007
and 2006, respectively. Included within other imited parinership interests at December 31, 2007 and 2006 are $1.6 bison and $1.2 billion,
respectively, of hedge funds. For the vears ended December 31, 2007, 2006 and 2005, nat investment inceme from other imited
partnership interests included $39 milion, $98 million and $24 million respactively. related to hedge funds.
Funds Withheld at interest -
Funds withhald at interest, included in other invested assets, were $4.5 bilion and $4.0 billion at December 31, 20C7 and 2008,
respectively.
Net Investment income
The components of net investment income are as follows:
Years Ended Dacember 31,

2007 2006 2005
{tn millions)
Fixed maturity SECUMLES . . . . . . . o . o e $15,150 $14,049 $11,348
Equity securities . . . . . . 279 122 g
Mortgage and CONSUMEr IO8NS. . -+« o« v vt 2,863 2,534 2,302
POCY I0BNS . .« o o e 637 603 872
Real estale and real estate joint ventures . . . .. ..o o 813 746 510
Other limited partnership INTErEstS . . . . . . .. L 1,309 945 709
Cash, cash equivalents and short-term investments . . . .. ... ... o 503 519 400
OHRBE 631 530 472
Total INVastmEeNnt INCOME . . . . . . . o e e e 22,285 20,048 16,383
Less: [NVESIMENT EXPENSES .« . v+« « v v e e e e e 3,279 2,966 1,837
Net INVESHMENt INCOME . . . . i o e e e e e e e e e e e $19.006 $17,082 514,756

Net investment Gains (Losses)
The compenents of nat investment gains (losses) are as follows:
Years Ended Decamber 31,

2007 2006 2005
{In millions)

Fixed maturity SEBCUMHES . . . . . . o e $622) $(1,118) 3868
EQUIty SBCUMLIES « v v v e 164 84 117
Mortgage and CONSUMET [OBNS. . .« v oo P4 {8) 17
Real estate and real estate joint ventures . . . .. . . . oo e a4 102 14
Other limited partnership iNtErests . . . . . . . o e 16 1 42
Sales Of DUSINESSES . . o . . e e — — 8
DEMIVAIIVES. © o o e e e e e e {414} (201) 391
ORBE L o e 72 (241} 193

Net investnent gains lOSSES) . .« . o« - e $(738) $.1.382) $ (86)

The Company periodically disposas of fixed maturity and equity securities at a loss. Generally, such losses are insignificant in amount or
in relation to the cost basis of the investment, are attributable to declines in fair value occurring in the period of the disposition or are as a
resuli of managemeant's decision to sell securities based on current conditions or the Company's need to shift the portfolio 1o maintain its
portiolio management objectives.

Losses from fixed maturity and equity securities deemead other-than-temporarily impaired, included within net Investment gains (losses),
were $1086 million, $82 million and $84 millicn for the years ended December 31, 2007, 2006 and 2005, respectively.
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Nat Unrealized Investment Gains (Losses)
The components of net unrealized investment gains (losses), included in accumulated other comprehensive income, are as follows:

Years Ended December 31,

2007 2006 2005
. {in millions)
Fixed maturity SCUMtIES . . . . . . e $3.378 $5.075 §6132
Equity securities . . . . . .. N 157 541 247
DarivatiVBS . . . . o (270 (208) (142)
MInGrity INIBrESt. . . o {(150) (159) (171)
OMhBr 3 9 (102)
SUBLOLED . . . L 3,118 5,258 5,864
Amounts allocated from:
Insurance liability loss recognition. . . ... . . L 808 (1,148 (1,410
DAC ang VOBA . . . . e {327) (189) (79)
Policyholder dividend obligation . . . . . . . .. {789) (1.082) (1,482)
Subtotal . . . (1,724) {2,400} (2,981)
Deferred INCOME tAX . . . . . . . 1423) (S94) (1,041}
SUDIOWL o o o e et e e e e (2,147)  (3.364) (4.022)
Net unrealized investment gaing (J0SSES) . . . . v v v vt $ 671 $1.884 F1.942

The changes in net unrealized investment gains (losses) are as follows:
Years Ended December 31,

2007 2008 2005
[In millions}

Balance, January T, . . . . $1,864 $1,942 $2,994
Unrealized investment gains (losses) during the year .. ... .. ... . . o (2,140 (708) (3.372)
Unrealized investment gains of subsidiaries at thedateofsale . . ... ... ... ... . ... — — 15
Unrealized investment gains (losses) relating to;

Insurance liability gain {less) recognition . .. . . L o 541 261 581

DAC and VOBA . . . . . . . {(138) (110 462

Policyholder dividend obligation . . . . . . . ... L 273 430 627

Deferred INCOMB LEX . . . v v v v o e e e e e 571 47 635
Batance, December 31, . . . . . . . $ 971 $1.864 $1,942
Net change in unrealized investment gains (I0SS8S) . . .. . .. . .. . ... $ (893) & (78) 31,052

Trading Securities

The Company has a trading securities portfolio to support investment sirategies that involve the active and frequent purchase and sale
of securities, the execution of short sale agreements and asset and ligbility matching strategies for certain insurance products. Trading
securities and short sale agreement liabilities are recorded at fair value with subsequent changes in fair value recognized in net investment
income related to fixed maturity securities.

At December 31, 2007 and 2008, trading securities were $779 million and $759 mitlion, respectively, and liabilities associated with the
short sale agreements in the trading securities porticlio, which were included in other liabilities, were $107 milion and $387 million,
respectively. The Company had pledged $407 million and $614 million of its assets, primarily consisting of trading securities, as collateral
to secure the liabilities associated with the short sale agreements in the trading securities portiolio at December 31, 2007 and 2006,
raspectively.

During the years ended December 31, 2007, 2006 and 2005, interest and dividends earned on trading securities in addition to the net
realized and unrealized gains {losses) recognized on the trading securities and the related short sale agreement fiabilities included within
net invesiment income totaled $50 million, $71 million and $14 million, respectively. Included within unrezalized gains (losses) on such
tradling securities and short sale agreement liabilities, are changes in fair value of ($4) million, $26 million and less than $1 million for the
years ended Becember 31, 2007, 2006 and 2005, respectively.

As part of the acquisition of Travelers on July 1, 2005, the Company acguired Travelers' investment in Tribeca Citigroup investments
Ltd. ("Tripeca”). Tribeca was a feeder fund investment structure whereby the leeder fund invests substantially all of its assets in the master
fund. Trineca Global Convertible Instruments Ltd. The primary investment objective of the master fund is 1o achieve enhanced risk-adjusted
return by investing in domeastic and foreign equities and equity-related securities utilizing such sirategies as convertible securities arbitrage.
At December 31, 2005, MetLife was the majority owner of the feeder fund and consolidated the fund within its consolidated financial
statements. Net investment income related to the trading activities of Tribeca, which included interest and dividends earned on trading
securities in addition 1o the net realized and unrealized gains {losses), was $12 million and $6 million for the six months ended Juneg 30,
2006 and the year ended December 31, 2005, respectively.
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During the second quarter of 2008, MetLife's ownership interests in Tribeca declined to a position whereby Tribeca is no longer
consolidated and, as of June 30, 2006, was accounted for under the eguity method of accounting. The equity method investment at
December 31, 2006 of $82 millicn was included in other limited partnership interests. Net investment income related to the Company’s
equity method investment in Tribeca was $8 milion for the six months ended December 31, 2008.

Variable Interest Entities
The following table presents the total assets of and rmaximum exposure to loss relating to VIEs for which the Company has concluded
that: {i) it is the primary beneficiary and which are consolidated in the Company's consolidated financial statements at December 31, 2007,
and {ii) it holds significant variable interests but it is not the primary teneficiary and which have not been consolidated:
December 31, 2007

Primary Beneficiary Not Primary Beneficiary

Maximum Maximum

Total Exposure to Total Exposura to
Assels{1) Loss(2) Assets(1) Loss(2)

{In millions)

Assel-backed securitizations and collateralized debt obligations . . .. . ... .. $1,167 $1.,167 $ 1,591 $ 184
Real estate joint venturas(3) . . . . . .. L 48 26 276 42
Cther limited partnership interests{4) . . . ... ... .. o oo 2 1 42,141 2,080
Trust preferred securities(S). . . . . oo 105 108 48,232 3,369
Other invesiments(B) . . .. . . . . . 1,118 1,118 3,258 260
Total . . e e $2,441 $2.418 $95,498 35,035

(1) The assets of the asset-backed securitizations and collateralized debt obligations are reflected at fair value. The assets of the real estate
joint ventures, other limited partnership interests, trust preferred securities and other investments are reflected at the carrying amounts at
which such assets would have been reflacted on the Company’s consolidated balance sheet had the Company consctdated the VIE from
the date of its initial investment in the entity.

(2) The maximum exposure to loss relating to the asset-backed securitizaiions and collateralized debt obligations is egual to the carrying
amounts of retainad interests - In addition, the Gompany provides collateral management services for certain of these structures for which
it collects a management fee, The maximum exposure to 08s relating to real estate joint ventures, other limited partrership interests, trust
preferred securities and other investments is equal to the carrying amounis plus any unfunded commitments, reduced by amounts
guaranteed by other partners. Such a maximum loss would e expected to occur only upon bankruptcy of the issuer or invesiee.

{3) Real estate joint ventures include partnerships and other ventures which engage in the acquisition, development, management and
disposal of real estate investments,

(4) Other limited partnership interests include partnerships established for the purpose of investing in public and private debt and equity
securities,

(5) Trust preferred securities are complex. uniguely structured investments which contain features of both equity and debt, may have an
extended or no stated maturity, and may be callable at the issuer's option afier a defined period of time,

16) Other invastments include securities that are not trust praferred securities, asset-hacked securitizations or collateralized debt obligations
and the assets supporting the financing arrangement described in Note 11.

4, Derivative Financial iInstruments

Types of Derivative Financial Instruments
The following table presenis the notional amount and current market or fair value of derivative fmanmal instruments held at

December 31, 2007 December 31, 2006
Current Market Current Market
Notional or Fair Value Notional or Falr Value
Amount Assets Liabilities Amount Assets Liabilities
{In millions}
INEErest TAE SWAPRS . . . . o o o e $62519 $ 78 $ 768 F 27148 3 633 3 150
Interest rate floors . . . . .. .. L o 48,937 621 - 37,437 279 -
INtereSt rate Caps . . . o o oo e 45,498 50 - 26,468 125 -
Financial futures . . . ... ... .. .. R 10,817 89 57 8,432 54 38
FOrgign CUrrenCy SWaPS . . v v v v v v v v v v oo a s 21,399 1,480 1,724 19,827 986 1,174
Foreigncurrency forwards. . . .. .. ... ... .. . . 4,185 76 16 2,634 31 27
OptioNs. . . . . 2,043 713 1 587 306 8
Financial forwards . .. . . . ... ... .. . o 4,800 122 2 3,800 12 40
Credit default swaps . . . ... ... 5,850 58 35 6,357 5 21
Synthetic GICS . .. ..o 3,670 — - 3,739 — -
OWRBE o e 250 43 - 250 56 -
Total . . . o $210,768 $4.037 $2,603 $138.779 $2.503  $1.459

The above lable does not include noticnal amounts for equity futures, eguity variance swaps and equity options. At December 31, 2007
and 2008, the Company owned 4,658 and 2,749 equity futures, respectively. Fair values of squity futures are included in financial futures
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in the praceding table. At December 31, 2007 ang 20086, tne Company owned 695,485 and 225,000 equity variance swaps, respectively.
Fair values of equity variance swaps are inciuded in financial forwards in the preceding table. At December 31, 2007 and 2006, the
Company owned 77,374,837 and 74,864,483 equity options, respectively. Fair values of equity options are included in options in the
precading table.

The following table presents the notional amount of derivative financial instrumants by rgaturityI atLQecember 31, 2007;
emaining Life

After One Year After Flve Years

One Year or Through Five Through Ten After Ten
Less Years Years Years Total
{!n millions)
INterest rate SWaps . . v v v $14.844 $30,113 $ 3,918 $ 7.644 $ 62519
Interestratefloors . . .. .. o 16,618 33,318 — 48,837
IMerestrate Caps. -+ . v v v v i 29,905 18,683 — - 45,498
Financial futures . ... . . ... ... ... .. 10,730 — — 87 10,817
Foraign currency SWaps . . . . . . e 1,832 2068 7,434 3,265 21,399
Foreign currency forwards . . .. .. ... .. L. 4,175 - - 10 4,185
OPtioNS . . . . . — 620 1,250 173 2,043
Financial forwards . . ... .. ... ... ... — - — 4,600 4,600
Credit default swaps. . . .. ... ... o 509 4,582 1,510 249 8,850
Synthetic GICs . . ... . .o 3,670 - - - 3.670
Cther. . . — - — 250 250

Total. . . 365,465 $75,595 $53,430 $16.278  3210.768

Intereslt rate swaps are used by the Company primarily to reduce market risks from changes in interest rates and to alter interast rate
exposure arising from mismatches between assets and liabilities (duration mismatches), In an intarest rate swap, the Company agrees with
another party to exchange, at specified intervals, the difference between fixed rate and floating rate interest amounts as calculated by
reference to an agreed notional principal amount. These transactions are entered into pursuant to master agreements that provide for a
single net payment to be made by the counterparty at each due date.

The Company alsc enters into basis swaps to better match the cash flows from assats and related labilities. In a basis swap, both legs
of the swap are floating with each based on a different index. Generally, nc cash is exchanged at the cutset of the contract and no principal
payments are made by gither party. A single net payment is usually made by one counterparty at egch due date. Basis swaps are included
in interest rate swaps in the preceding table.

Interest rate caps and floors are used by the Company primarily to protect its floating rate liabilities against rises in intergst rates above a
specified level, and against interest rate exposure arising from mismatches between assets and liabilities (duration mismatches), as well as
to protect its minimum rate guarantee liabilities against declines in interest rates below a specified level, respectively.

In exchange-traded interest rate (Treasury and swap) and equity fulures wansactions, the Company agrees to purchase or sslf a
specified number of contracts, the value of which is determined by the different classes of interest rate and equity securities, and to post
variation margin on a daily basis in an amount sgual to the difference in the daily market values of those contracts. The Company enters into
exchange-traded futures with reguiated futures commission merchants that are ‘members of the exchange.

Exchange-traded interest rate (Treasury and swap) futures are used primarily 1o hedge mismatches between the duration of assets in a
portfclio and the duration of liabilities supportad by those assets, 1o hedge against changes in value of securities the Company owns or
anticipates acquiring, and to hedge against changes in interest rates on anticipated liability issuances by replicating Treasury or swap curve
pertormance. The value of interest rate futures is substantially impacted by changes in interest rates and they can be used to modify or
hedge existing interest rate risk.

Exchange-traded equity futures are used primarily to hedge liabilities embedded in certain variable annuity products offered by the
Company.

Foreign currency derivatives, including foreign currency swaps, foreign currency forwards and currency option contracts, are used by
the Company to reduce the risk from fluctuations in foreign currency exchange rates associated with its assets and liabilities denominated
in foreign currencies. The Company also uses foreign currency forwards and swaps to hedge the {oreign currency risk associated with
certain of its net investments in foreign ¢perations.

In a foreign currency swap transaction, the Company agrees with another party to exchange, at specified intervals, the difference
between one currency and another at a forward exchange rate calculated by reference to an agreed upon principal amount. The principal
amount of each currency is exchanged ai the inception and termination of the currency swap by each party.

In a foreign currency forward transaction, the Company agrees with another party to deliver a specified amount of an identified currency
at a specified future date. The price is agreed upen at the time of the contract and payment for such a contract is made in a different
currency at the specified future date,

The Company enters into currency option contracts that give it the right, but not the obligation, 1o sell the foreign currency amount in
exchange for a functional currency amount within a limited time at a contracted price. The contracts may &lso be net settled in cash, based
on differentials in the foreign exchange rate and the strike price. Currency cption contracts are included in options in the preceding table.

Swaptions are used by the Company to hedge interest rate risk asscciated with the Company's long-term liabilities, as well as to sell, or
monetize, embedded call options in its fixed rate liabilities. A swaption is an option to enter into a swap with an effective date equal to the
exercise date of the embedded call and a maturity date equal to the maturity dale of the underiying liability. The Company receives a
premium ior entering imo the swaplion. Swaptions are included in options in the preceding table.
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Equity index options are used by the Company primarily to hedge minimum guarantees embedded in certain vasiable annuity products
offered by the Company. To hedge against adverse changes in equity indices, the Company enters into contracts to sell the equity index
within a limited time at a contracted price. The contracts will be nat settled in cash based on differentials in the indices at the time of
exercise and the strike price. Equity index options are included in options in the preceding table.

The Company enters into financial forwards to buy and sell securities. The price is agreed upon at the time ¢f the contract and payment
for such a contract is. made at a specified future date.

Equity variance swaps are used by the Company primarily 10 hedge minimum guaraniees embedded in certain variable annuity products
offered by the Company. In an equity variance swap, the Company agrees with ancther party to exchange amounts in the future, based on
changes in equity volatility over a defined period. Equity variance swaps are included in financial forwards in the preceding table.

Swap spread locks are used by the Company to hedge invested assets on an economic basis against the risk of changes in credit
spreads. Swap spread locks are forward starting swaps where the Company agrees ¢ pay a coupon based on a predetermined reference
swap spread in exchange for receiving a coupon based on a floating rate. The Company has the option to cash settle with the counterparty
in lieu of maintaining the swap afier the effective date. Swap spread locks are included in financial forwards in the preceding tabie.

Certain credit default swaps are used by the Company 10 hedge against credit-related changes in the value of its investments and to
diversify its credit risk exposure in certain portfolios. In a credit default swap transaction, the Company agrees with another party, at
specified intarvals, to pay a premium to insure credit risk. If a credit event, as defined by the contract, occurs, generally the contract will
require the swap to be settled gross by the dslivery of par quantitie’s of the referenced investment equal to the speciiied swap notional in
exchange for the payment of cash amounts by the counterparty equal to the par value of the investment surrendered.

Credit default swaps are also used to synthetically create investments that are either more expensive to acquire or otherwise
unavailable in the cash markets. These transactions are a combination of a derivative and a cash instrument such as a U.S. Treasury
or Agency security. The Company also enters into certain credit default swaps held in relation 1o trading portiolics.

A synthetic guaranteed interest contract {"GIC") is a contract that simulates the performance of a traditional GIC through the uss of
financial instrumeants. Under a synthetic GIC, the policyholder owns the underlying assets. The Company guarantees a rate return on those
assets for a premium.

Total rate of return swaps ("TRRs") are swaps whereby the Company agrees with ancther party to exchange, at specified intervals, the
difference between the economic risk and reward of an asset or a market index and LLIBOR, calculated by reference to an agreed notional
principal amount. No cash is exchanged at the outset of the contract. Cash is paid and received aver the life of the contract based on the
terms of the swap. These transactions are entered inta pursuant to master agreements that provide for a single net payment to be made by
the counterparty at each due date. TRAs can be used as hedges or to synthetically create investments and are included in the cther
classification in the preceding table.

Hedging
The following lable presents the notional ameunt and fair value of derivatives by type of hedge designation at:
' Decamber 31, 2007 Dacember 3, 2008
Notional Fair Yalue Notional Falr Value
Amount Ansets Liabilities Amount Assets Liabilities
{In millions)

Fairvalue. . . . .. . . $10006 $ 65 $ 899 § 7978 % 200 $ 85

Cashflow . ... . .. . . 4,717 161 321 4,368 149 151

Foreign operationS. . . . ... .. ... 1872 11 19 1,232 1 50

Non-qualifying .. .. .. o 194,173 3,215 2,084 123,203 2,063 1,173

Totai . . . e $210,768 $4.037 $2,803 $135,779 $2.503  §1,459

The following 1able presents the settlement payments recorded in income for the:
Years Ended
Decembaer 31,

2007 2008 2005
{In millions}

Qualifying hedges:

Net IMVeSIMENL INCOME . « .« o o ot e e e e e e e e $ 20 $49 % 42
Interest credited (0 policyholdar account balances . . . . . .. .. o (34) {35) 17
OHNBF BXDENBES « « o v v ot e e v e e 1 3 (8)
Non-qualifying hedges:
Net investment INCOME . . . . . . . o o e i e e P (5) - -
Net invesStment Gains (I0SSES). « .« -+« v vt e e e e 279 298 86
oAl . o o e $270 $313  $137

Fair Value Hedges
The Company designates and accounts for the following as fair value hedges when they have met the requirements of SFAS 133:
(i) interest rate swaps to convert fixed rate investments to floating rate investments; and {ii) foreign currency swaps ic hedge the foreign
currency fair value exposure of foreign currency denominated investments and liabilities.
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The Company recognized net investment gains {losses) representing the ineffective portion of all fair value hedges as follows:

Yeoare Ended Decembaer 31,

2007 2008 2005
{In milliona)
Changes in the fair valug of derivatives. . . . . .. .. .. 83324 ®278 119
Changes in the fair valug of theitems hedged . . . .. . .. . . e (328) (276) 115
Net ineffectiveness of fair value hedging activities. . . . . . . . .. o F 8 & — & (3

All components af each derivative's gain or loss were included in the assessment of hedge effectiveness. There were no instances in
which the Company discontinued fair valug hedge accounting due to a hedged firm commitment ne lenger qualifying as a fair value hedge.

Cash Flow Hedges

The Company designates and accounts for the following as cash flow hedges when they have met the requirements of SFAS 133
(i} interest rate swaps to convert floating rate investments 1o fixed rate investments; (i) interest rate swaps to convert floating rate liabilities
to fixed rate liabllities; (i) foreign currency swaps to hedge the foreign currency cash flow exposure of foreign currency denominated
investments and tabilities; and {iv} financial forwards to buy and sell securities.

For the years ended December 31, 2007 and 2008, the Company did not recognize any nst investment gains (losses) which
represented the ineffective portion of all cash flow hedges. For the year ended December 31, 2005, the Company recognized net
investment gains (losses) of ($25} million which represented the ineffective portion of all cash flow hedges. All components of eagh
derivative's gain or loss were included in the assessment of hedge effectiveness. In certain instances, the Company discontinued cash
flow hedge accounting because the forecasted transactions did not accur on the anticipated date or in the additional time period permitted
by SFAS 133. The net amounts reclassified into net investrnent losses for the years ended December 31, 2007, 2008 and 2005 related to
such discontinued cash flow hedges were $3 million, $3 million and $42 million, respectively. There were no hedged forecasted
transactions, other than the receipt or payment of variable interest payments for the years ended December 31, 2007, 2006 and 2005.

Ths following table presents the components of other comprehensive income (loss), before income tax, related to cash flow hedges:

Ysars Ended December 31,

2007 2008 2005
(In millions)

Other comprehensive income (loss) balance atJanuary 1, ... .. i B208) $(142) $H(456)
Gains (losses) deferrad in other comprehensive income (loss) on the effective portion of cash flow

RBAGES . - . . o e {168) 80 127
Amounts reclassified to net investment gains (10$ses) . . . . . . ... e 96 {158) 187
Amounts reclassified to Net INVESIMENT INCOME . . . . . . . o . o i e e e 13 15 2
Amortization of transition adjustment . . . . . m m (2)
Amounts reclassified to Qther BXDENSES . . . . . L L e (2) (2) —
QOther comprehensive income (10ss) balance at December 37, . .. . . ... H270) H208 H142)

At December 31, 2007, $23 million of the deferred net loss on derivatives accumulated in other comprehensive income (loss) is
axpected to be reclassified to earnings during the year ending December 31, 2008,

Hedges of Net Investments in Foreign Operations

The Company uses forward exchange contracts, foreign currency swaps, options and non-derivative financial instruments to hedge
porticns of its net investments in foreign operations against adverse movements in exchange rates. The Company measures ineffec-
tiveness on the forward exchange contracts based upon the change in forward rates. There was no ineffectiveness recorded for the years
ended December 31, 2007, 2008 and 2005.

The Company's consalidatad statements of stockholders’ equity for the years ended December 31, 2007, 2006 and 20056 include gains
(losses) of ($180) million, ($17) million and ($115) million, respectively, related to foreign currency contracts and non-derivative financial
instruments used to hedge its net investments in forgign operations. At December 31, 2007 and 2006, the cumulative foreign currency’
translation 10ss recorded in accumulated other comprehensive income related to these hedges was $369 million and $18¢ million,
respectively. When net investmenis in foreign operations are sold or substantially liguidated, the amounts in accumulated other com-
pretensive income are reclassified to the consolidated statements of income, while a pro rata portion will be reclassitied upon partial sale
of the net investments in foreign operations.

Non-qualifying Derivatives and Derivativas for Purposes Other Than Hedging

The Company enters into the following derivatives that do not qualify for hedge accounting under SFAS 133 or for purposes other than
hedging: {i) interest rate swaps, purchased caps and floors, and interest rate futures to economically hedge its exposure 1o interest rate
volatility; {ii) foreign currency forwards, swaps and option contracts to economically hedge its exposure to adverse movements in exchange
rates. (i) swaptions to sell embedded call options in fixed rate liabilities; (iv) credit default swaps tc economically hedge exposure to
adverse movements in credit; (v} equity futures, equity index options, interest rate futures and equity variance swaps to economically
hedge liabilities embedded in certain variable annuity products; (vi) swap spread locks to economically hedge invested assets against the
risk of changes in credit spreads; (vil) financial forwards to buy and selt securities; {vili) synthetic guaranteed interest coniracts; (ix) credit
default swaps and TRRs to synthetically create investments; (x) basis swaps to better match the cash flows of assets and related liabilities;
{xi) credit default swaps held in relation to trading portfolios, and xil) swaptions to hedgs interest rate risk.
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The following table presents changes in fair value related to derivatives that do not gualify for hedge accounting:

Years Ended December 31,
2007 2006 2005

{In millions)
Net investment gains (losses), excluding embedded derivatives . .. . ... ... ... ... ... ... $(232) F(BBE) 298
Policyholder benefits and Glaims . . . . . . o & 7 F(33 & 2
Net investmeant inCome(T). . . . . . e $ 31 340y $(38)

{1) Changes in fair value related to economic hedges of aquity mathod investment in joint ventures that do not gualify for hedge accounting
and changss in fair value related tc derivatives held in relation to trading portfclios.

Embedded Derivativas

The Company has certain embedded derivatives that are reguired to be separated from their host contracis and accounted for as
derivatives. These host contracts include guaranteed minimum withdrawal contracts, guaranteed minimum accumulation contracts and
modified coinsurance contracts.

The following table presents the fair value of the Company’'s embedded derivatives at:
December 31,

2007 2008
“(in millions)
Embedded derivative aSSets . . . . . o o e e $ 72  $180
Embedded derivative iabilities . . . . . . $380 H16@

The following table presents changes in fair value related to embedded derivatives:
Years Endad Dacember 31,

2007 2006 2005

(In millions)  —
Net investment gains (I0SSES) . . . . . . o oo e Ha71) $209 $69
Interest credited to policyholder account balances . ... .. oo $ (66) $(80) $(45)

Credit Risk

The Company may be exposed to credit-related losses in the event of nonparformance by counterparties to derivative financial
instruments. Generally, the current credit exposure of the Company’s derivative contracts is limited 1o the fair valug at the reporting date,
The credit exposure of the Company's derivative transactions is represented by the fair valug of contracts with a net positive fair value at the
reporting date.

The Company manages its credit risk related to over-the-counter dsrivatives by entering into transactions with creditworthy counter-
pariies, maintaining collateral arrangements and through the use of master agreements that provide for'a sing'e net payment 10 be made by
one counterparty to ancther at each due date and upon termination. Because exchange traded futures are effected through regulated
exchanges, and positions are marked to market on a daily basis, the Company has minimal exposure Lo credil-related losses in the event of
nonperformance by counterparties 1o such derivative instruments.

The Company enters into various collateral arrangements, which require both the pledging and accepting of collateral in connection
with its derivative instruments. As of Decamber 31, 2007 and 2008, the Company was cbligated to return cash collateral under its controt
of $833 million and $428 million, respectively. This unrestricted cash collateral is included in cash and cash equivalents and the obligation
to return it is included in payables for collateral under securities loaned and other transactions in the consolidated balance sheets. As of
December 31, 2007 and 2008, the Company had also accepted collateral consisting of various securities with a fair market value of
$£678 million and $453 million, respectively, which are held in separate custedial accounts. The Company is permitted by contract to sell or
repledge this collateral, but as of December 31, 2007 and 2008, none of the collateral had been sold or repledged.

As of December 31, 2007 and 2008, tha Company provided ccllateral of $162 million and $80 million, respectively, which is included in
fixed maturity securilies in the consolidated balance sheets. In addition, the Company has exchange traded futures, which reguire the
pledging of collateral. As of December 31, 2007 and 2008, the Company pledged collateral of $167 million and $105 milion, respectively,
which is included in fixed maturity securities. The counterparties are permitted by contract to sell or repledge this collateral.
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5. Deferred Policy Acqguisition Costs and Value of Business Acquired
Information regarding DAC and VOBA is as follows:

DAC VOBA Total
{In milliona)

Balance at January 1, 2005 . . . . .. $12,743 31,584 $14,327
CapHalZatiOmS . . . 3,604 — 3,604
ACQUISITIONS . . o oo e e — 3,780 3,780

SUDIOLA . . . . e 16,347 5,364 27,711
Less: Amortization related to;
Net investment gains (0SSBS) . . . . . . . o 12 {25) (13}
Unrealized investment gains {(I0SSES) . . . . . . . o o o (323) {139} (462)
OMher GXPENSES |« o o . o e 2,128 335 2,463
Total amortization . . . . . . . 1,817 171 1,988
Less: Dispositions and Cther . . . . . .o o e 106 (12} 94
Balance at December 31, 2005 . . . . . 14,424 5,205 19,629
Capitalizalions . . . . . . . o 3,589 — 3,589
Subtotal . o .. e 18,013 5,206 23,218
Less: Amortization refated to:
Net investment gains (I0SSES) . . . . . . . e (158) (74) (232)
Unrealized investment ains (I0SSES) . . . . . . oo 79 - 31 110
Other 8XPENSES .« o o e 2,247 407 2,654
Total amortization . . . . . . 2,168 364 2,632
Less: Dispositions and OtNer . ... . o {153) 1 (152)

Balance at December 31, 2006 . . . . . . . e 15,998 4,840 20,838
Effect of SOP 056-1 adoplion . . . . . . . . . . e (2085) (248) (453)
CapitalizationS . . . . o v 3,882 - 3,892
ACQUISILIONS L L . . - 48 48

Subtotal . . . ... ... e 19,685 4,640 24,325

Less; Amortization relatad to:
Net investment gains {JOSSES] o v v o (225) (11 (236)
Unrealized investment gains (I088€8) . . . .« . . . 75 63 138
ONBI EXPAMSES .« o o v et 2,517 485 3,012
Total amorizalion . . . . . . 2,367 547 2,814
Less: Dispositions and Other . . ... .. e {1086) (4) {110)
Balance at December 31, 2007 . o v oo o it $17,424 34,097  $21,521

The estimated future amostization expense allocated 1o other expenses for the next five years for VOBA is $477 million in 2008,
$423 million in 2008, $37& million in 2010, $342 million in 2011, and $294 millicn in 2012. .

Amortization of VOBA and DAC is related to (i) investmant gains and losses and the impact of such gains and losses on the amount of
the amortization; (i unrealized investment gains and losses to provide information regarding the amount that would have been amortized if
such gains and losses had been recognized, and (jii) other expenses to provide amounts related to the gross margins or profits originating
from transactions other than investment gains and losses.

6. Goodwill
Goodwill is the excess of cost aver the fair value of net assets acquired. Information regarding goodwill is as follows:

December 31,

2007 2008 2005
{In milliena)

Batance at JANUANY 1, . . . o o $4,897 $4,797 $ 633

ACQUISITIONS . . . . 2 93 4,180

Dispositions and Other, NBL. . . . . 0 e 11 7 {16}

Balance at December 31, . . . $4,910 $4,8097 34,797

See Note 2 for a description of acquisitions and dispositions.
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4
7. Insurance

Insurance Liabilities

Insurance liabilities are as follows:
December 31,

Future Policy Policyholder Account Other Policyholder
Benefits Balances Funds
2007 2006 2007 2008 2007 2006
{In millions)
Institutional
Grouplife. ... $ 3,326 $ 3252 $ 13,697 $ 13,567 $ 2,364 32,259
Retirement &savings . ... . ... .. L. 37,947 37,808 51,685 46,127 213 21
Non-medical health & other .. .. .. ... ... . ... 10,617 9,540 501 — 597 531
Individual
Traditional fife . . ... ... 52,493 51,715 1 i 1,479 1,429
Universal variable life . . ... . ... ... ... ..., 985 894 14,898 14,544 1,572 1,367
Annuities . . . L 3,063 3,186 37,807 40,251 76 43
Other ... .. — — 2,410 2,412 1 1
Autc & Home . . .. ... .. L 3,273 3,392 — — 51 81
International . ... . oL 3,826 8,123 4,961 4,198 1,296 1,223
Reinsurance . . .. . ... 6,159 5.140 8,657 5,212 2,297 1,880
Corporate and Other . . . ... 4,573 4,339 4,632 4,636 230 204
Total . ... $132,262  $127,489 $137.343 $131,948 10,176 $9,136

Value of Distribution Agreements and Gustomer Relationships Acquired

Information regarding the VODA and VOCRA, which are reported in other assets, is as follows:
Years Ended
December 1,

2007 2006 2005

{ln millions}
Balance at January 1, . . . . ... $708 %715 § —
ACOUISIHIONS . . . e e e e e 11 — 716
AT Zat 0N . . e e (16) 6) 1
34 =T 5 3 (1 —
Balance at December 31, o o vt i $r06  $708B  F718

The estimated future amortization expense allocated to other expenses for the next five years for VODA and VOCRA Is $23 million in
2008, $28 million in 2008, $34 millign in 2010, $37 milion in 2011 and $42 million in 2012. See Note 2 for a description of acquisitions and
dispositions.

Sales Inducements

Information regarding deferred sales inducements, which are reported in other assets, s as follows: v Endea
aars ende
December 31,

2007 2006 2005
{In millions)

Balance at January 1, . ... ... FR R $578 414 F294
Capitalization . . . . e 181 124 140
A ZatON . . . . e e e e e {82) (30) {20)
Balance at Dacember 31, . . . o . $677 3578  P414

Separate Accounts

Separate account assats and liabilities include two categories of account types: pass-ihrough separate accounts totaling $141.8 billion
and $127.9 billion at December 31, 2007 and 2008, respectively, for which the policyholder assumes all investment risk, and separate
accounts with a minimum return or account value for which the Company contractually guarantees either a minimum return or account
value to the policyholder which totaled $18.4 billion and $16.5 billion at December 31, 2007 and 20086, respectively. The latter category
consisted primarily of Met Managed GICs and participating close-out contracts. The average interest rate credited on these contracts was
4.73% and 4.83% at December 31, 2007 and 2006, respectively.

Fees charged 1o the separate accounts by the Company (including mortality charges, policy administration fees and surrender charges)
are reflected in the Company's revenues as universal life and investment-type product policy fees and totaled $2.8 billion, $2.4 billion and
$1.7 billion for the years ended December 31, 2007, 2006 and 2005, respectively.
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The Company's proportional interest in separate accounts is included in the consclidated balance sheets as foHovgs: bor 31
acembaer 31,

{In millions}
Fixed maturity SBCUMLIBS . . . . . ... . N 335 $30
EQUILY SECUMHBE . . o L . e B4 $36
Cash and cash equivalents . . . . .. o ) $ 5

For the years ended December 31, 2007, 2006 and 2005, there were no investmant gains (losses) on transfers of assets from the
general account 10 the separate accounts.

Obligations Under Guaranteed interest Contract Program :

The Company issuss fixed and floating rate obligations under its GIC program which are denominated in either U.S. dollars or fereign
currencias. During the years ended December 31, 2007, 2008 and 2005, the Company issued $5.2 billion, $5.2 billien and $4.0 billion,
respectively, and repaid $4.3 bilion, $2.6 bition ang 1.1 bilion, respectively, of GICs under this program. At December 31, 2007 and
2006, GICs outstanding, which are included in policyholder account balances, were $24.2 billion and $21.5 billion, respectively. During the
years ended December 31, 2007, 2006 and 2008, interest credited on the contracls, which are included in interest credited to
policyholder account balances, was $1.1 billion, $835 million and $484 milion, respectively.

Obligations Under Funding Agreements

MetLife Insurance Company of Connecticut (“MICC") is a member of the Federal Home Loan Bank of Boston (the "FHLB of Boston®) and
holds $70 miilion of common stock of the FHLB of Boston at both December 31, 2007 and 2008, which is included in equity securities.
MICC has also entered into funding agreements with the FHLE of Boston whereby MICG has issued such funding agresments in exchange
for cash and for which the FHLB of Boston has been granted a blanket lien on certain MICC assets, including residential mostgage-backed
sacurities, to collateralize MICC's obligations under the funding agreements. MICC maintains control over these pledged assets, and may
use, commingle, encumber or dispose of any portion of the collateral as long as there is no event of default and the remaining qualified
collateral is sufficient to satisfy the collateral maintenance level. Upon ary event of default by MICC, the FHLB of Bosten's recovery on the
collateral is limited to the amount of MICG's liability to the FHLB of Boston. The amount of the Company's liability for funding agreements
with the FHLE of Boston was $726 million and $925 million at December 31, 2007 and 2008, respectivaly, which is included in policyholder
account balances. The advancas on these funding agreements are collateralized by residential mortgags-backed securities with fair values
of $901 million and $1.1 billion at December 31, 2007 and 2008, respectively.

MLIC is a member of the Federal Home Loan Bank of Naw York (“FHLE of NY”) and holds $339 million and $136 million of common stock
of the FHLB of NY at December 31, 2007 and 2008, respectively, which is included in equity securities. MLIC has also entered into funding
agreements with the FHLE of NY whereby MLIC has issued such funding agreements in exchange for ¢ash and for which the FHLB of NY
has been granted a lien on certain MLIC asseis, including residential mortgage-backed securities 10 collateralize MLIC's abligations under
the funding agreements. MUIC maintains control over these pledged assets, and may use, commingle, encumber or dispose of any portion
of the collateral as long as there is no svent of default and the remaining qualified collateral is sufficient to satisfy the collateral maintenance
level. Upon any event of dafault by MLIC, the FHLB of NY's recovery on the coliateral is limited to the amount of MLIC's liability to the FHLB
of NY. The amount of the Company's liability for funding agreemants with the FHLB of NY was $4.5 billion at December 31, 2007, which is
included In policyholder account balances. The advances on these agreements are collateralized by residential maortgage-backed
securities with fair values of $4.8 billion at December 31, 2007. MLIC did not have any funding agreements with the FHLE of NY at
December 31, 2006 :

MLIC has issuad funding agreements 10 certain trusts that have issued securities guaranteed as to payment of interest and principal by
the Federal Agricultural Mortgage Corporation, a federally chartered instrumentality of the United States. The obligations under these
funding agreements are secured by a pledga of certain eligible agricuitural reaf estate mortgage 1oans and may, under certain circum-
stances. be secured by other qualified collateral. The amount of the Company’s liability for funding agresments issued to such trusts was
%2.5 billion and §1.5 billion at December 31, 2007 and 2006, respectively, which is included in policyholder account balances. The
ohligations under these funding agreements are collateralized by designated agricultural real estate mortgage loans with fair values of
$2.9 billion and $1.7 billion at December 31, 2007 and 20086, respectively.
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Liabilities for Unpaid Claims and Claim Expenses
Information regarding the liabilities for unpaid claims and claim expenses relating to property and casualty, group accident and non-

medical health policies and contracts, which are reported in future policy benefits and other policyhelder funds, is as follows:
Years Ended Decembar 31,

2007 2008 2005
{In milliong)

Balance at January 1, . . . . o o $7.244 $6,977 $5824

Less: Reinsurance recoverables. . oo (937) (940) (486)

Nat balance at January 1, . . . . e 8,307 6,037 5,338

ACQUISIIONS, NBY . . . L e - - 160
Incurred related to:

CUMMBNTYBAN . . . o o e 5,796 5.064 4,840

PriOr YBAIS. « o e {325) (329) (180

5,471 4,735 4,760

Paid related to:

CUNBALYBAN. « o o oot [ (3,267) (2.975) (2.841)
Prior WBEIS . « v o {1,600) (1,480) (1.380)
(4,897) (4,465) (4,221)

Net balance at December 31,. . . . o 6,881 6,307 6,037
Add: Reinsurance recoverablesS . . . . . e 955 37 940
Balance at DECemMBEr 31, . . . o o e e $7,836 $7,244 36977

During 2007 and 2006, as a result of changes in eslimates of insured events in the respective prior year, claims and claim adjustment
axpenses associated with prior years decreased by $325 millicn and $329 million, respectivaly, due to a reduction in prior year automobile
bodily injury and homeowners' severity, reduced loss adjustment expensas, improved loss ratio for non-medical health claim liabilities and
improved claim management. ’

In 2005, the claims and claim adjustment expenses decreased by $18C million due to a reduction in prior year automobile bodily injury
and homeowners' saverity as well as refinement in the estimation methodology for non-medica! health long-term care Giaim labilities.

Guarantees
The Company issues annuity contracts which may include contractual guarantees 1o the contraciholder for: (i) return of no less than

tota! deposits mads to the contract less any partial withdrawals {"return of net deposits”); and (i) the highest contract va'ue on a specified
anniversary date minus any withdrawals following the contract anniversary, or total deposits made to the contract less any partial
withdrawals plus a minimum return {*anniversary contragt value”® or “minimum return®). The Company also issues annuity contracts that
apply a lower rate of funds deposited if the contracthelder elects to surrender the contract for cash and a higher rate if the contractholder
glects to annuitize ("two tier annuitiss”). These guarantees include benefits that are payable in the event of death or at annuitization.

The Company also issues