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pension closeouts The high structured settlement sales we have generated over the past two years are an

deal example of how MetLife has benefited from the fight to quality in the industry that have spoken of

before Recently pension closeout sales have been smaller due to the low interest rate environment but we

remain well positioned to assist businesses in need of expertise with managing their pension liabilities

MØtLifesAutó Home business which is one of the largest providers of group auto and home insurance

continued to deIiver strong performance in 2010 Sales of new policies increased 11 for our homeowners

business and 4%for our auto business compared to 2009 notable increases given the highly competitive

property and casualty insurance market In addition the combined ratio excluding catastrophes improved to

88.1% from 889% in 2009

Our international business experienced tremendous expansion this year growing from operating in

countries to more than 60 with the completion of our Alico acquisition on November Due to Alico having fiscal

year end of November 30 only one month of its results are reflected in International year end performance

Nevertheless premiums fees and other revenues grew 36% to $5.8 billion in 2010 and we are ºlt ositioned to

expand this growth in 2011 Our International business now has expanded diversity in producth distribution and

geography and is expected to contribute approximately 30% of MetLifes total premiums fees and other revenues

in 2011 up from 16% in 2010

Finally MetLife Bank which has grown to become leading originator and servicer of residential mortgages

generated total operating revenues of $1 .4 billion down 9% from 2009 as mortgage refinancing activity returned to

more moderate levels compared to the unusually high activity experienced across the industry in 2009 At the same

time total assets for MetLife Bank grew to $16.3 billion up from $14.1 billion at December31 2009

All together these results truly demonstrated the value that our company can deliver for both customers and

shareholders They also illustrate our ability to successfully complete significant undertaking like the acquisition of

Alico while maintaining attention on our day-to-day business operations am proud of all that we accomplished in

2010 as our achievements will help drive further growth and value in the future Looking ahead we are focused on

leveraging the many strengths of our new global organization to ensure we can build upon MetLifes impressive

history with new milestones of success

thank you for your continued support

Sincerely

Robert Henrikson

Chairman of the Board President and

Chief Executive Officer

MetLife Inc

March 2011
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As used/n this Annual Report MetLife the Companywe our and us refer to MetLife Inc Delaware corporation incorporated in

1999 the Holding Company its subsidiaries and affiliates

Note Regarding Forward-Looking Statements

This Annual Report including the Managements Discussion and Analysis of Financial Condition and Results of Operations may container

incorporate by reference information that includes or is based upon forward-looking statements within the meaning of the Private Securities

Litigation Reform Act of 1995 Forward-looking statements give expectations or forecasts of future events These statements can be

identified by the tact that they do not relate strictly to historical or current facts They use words such as anticipate estimate expect

project intend plan believe and other words and terms of similar meaning in connection with discussion of future operating or

financial performance In particular these include statements relating to future actions prospective services or products future performance

or results of current and anticipated services or products sales efforts expenses the outcome of contingencies such as legal proceedings

trends in operations and financial results

Any or all forward-looking statements may turn out to be wrong They can be affected by inaccurate assumptions or by known or unknown

risks and uncertainties Many such factors will be important in determining the actual future results of MetLife Inc its subsidiaries and

affiliates These statements are based on current expectations and the current economic environment They involve number of risks and

uncertainties that are difficult to predict These statements are not guarantees of future performance Actual results could differ materially from

those expressed or implied in the forward-looking statements Risks uncertainties and other factors that might cause such differences

include the risks uncertainties and other factors identified in MetLife Inc.s filings with the U.S Securities and Exchange Commission the

SEC These factors include difficult conditions in the global capital markets increased volatility and disruption of the capital and

credit markets which may affect our ability to seek financing or access our credit facilities uncertainty about the effectiveness of the

U.S governments programs to stabilize the financial system the imposition of fees relating thereto or the promulgation of additional

regulations impact of comprehensive financial services regulation reform on us exposure to financial and capital market risk

changes in general economic conditions including the performance of financial markets and interest rates which may affect our ability to

raise capital generate fee income and market-related revenue and finance statutory reserve requirements and may require us to pledge

collateral or make payments related to declines in value of specified assets potential liquidity and other risks resulting from our

participation in securities lending program and other transactions investment losses and defaults and changes to investment

valuations impairments of goodwill and realized losses or market value impairments to illiquid assets 10 defaults on our mortgage

loans 11 the impairment of other financial institutions that could adversely affect our investments or business 12 our ability to address

unforeseen liabilities asset impairments loss of key contractual relationships or rating actions arising from acquisitions or dispositions

including our acquisition of American Life Insurance Company American Life subsidiary of ALICO Holdings LLC ALICO Holdings and

Delaware American Life Insurance Company DelAm together with American Life collectively ALICO the Acquisition and to

successfully integrate and manage the growth of acquired businesses with minimal disruption 13 uncertainty with respect to the outcome

of the closing agreement entered into between American Life and the United States Internal Revenue Service in connection with the

Acquisition 14 uncertainty with respect to any incremental tax benefits resulting from the planned elections for ALICO and certain of its

subsidiaries under Section 338 of the U.S Internal Revenue Code of 1986 as amended 15 the dilutive impact on our stockholders resulting

from the issuance of equity securities in connection with the acquisition of ALICO or otherwise 16 economic political currency and other

risks relating to our international operations including with respect to fluctuations of exchange rates our primary reliance as holding

company on dividends from our subsidiaries to meet debt payment obligations and the applicable regulatory restrictions on the ability of the

subsidiariesto pay such dividends 18 downgrades in ourclaims paying abilty financial strength or credit ratings 19 ineffectiveness of risk

management policies and procedures 20 availability and effectiveness of reinsurance or indemnification arrangements as well as default or

failure of counterparties to perform 21 discrepancies between actual claims experience and assumptions used in setting prices for our

products and establishing the liabilities for our obligations for future policy benefits and claims 22 catastrophe losses 23 heightened

competition including with respect to pricing entry of new competitors consolidation of distributors the development of new products by

new and existing competitors distribution of amounts available under US government programs and for personnel 24 unanticipated

changes in industry trends 25 changes in accounting standards practices and/or policies 26 changes in assumptions related to deferred

policy acquisition costs deferred sales inducements value of business acquired or goodwill 27 increased expenses relating to pension

and postretirement benefit plans as well as health care and other employee benefits 28 exposure to losses related to variable annuity

guarantee benefits including from significant and sustained downturns or extreme volatility in equity markets reduced interest rates

unanticipated policyholder behavior mortality or longevity and the adjustment for nonperformance risk 29 deterioration in the experience of

the closed block established in connection with the reorganization of Metropolitan Life Insurance Company MLIC 30 adverse results or

other consequences from litigation arbitration or regulatory investigations 31inability to protect our intellectual property rights or claims of

infringement of the intellectual property rights of others 32 discrepancies between actual experience and assumptions used in establishing

liabilities related to other contingencies or obligations 33 regulatory legislative or tax changes relating to our insurance banking

international or other operations that may affect the cost of or demand for our products or services impair our ability to attract and retain

talented and experienced management and other employees or increase the cost or administrative burdens of providing benefits to

employees 34 the effects of business disruption or economic contraction due to terrorism other hostilities or natural catastrophes

including any related impact on our disaster recovery systems and management continuity planning which could impair our ability to conduct

business effectively 35 the effectiveness of our programs and practices in avoiding giving our associates incentives to take excessive risks

and 36 other risks and uncertainties described from time to time in MetLife Inc.s filings with the SEC

MetLife Inc does not undertake any obligation to publicly correct or update any forward-looking statement if we later become aware that

such statement is not likely to be achieved Please consult any further disclosures MetLife Inc makes on related subjects in reports to the

SEC

MetLife Inc



Selected Financial Data

The following selected financial data has been derived from the Companys audited consolidated financial statements The statement of

operations data for the years ended December31 2010 2009 and 2008 and the balance sheet data at December31 2010 and 2009 have

been derived from the Companys audited financial statements included elsewhere herein The statement of operations data for the years

ended December 31 2007 and 2006 and the balance sheet data at December 31 2008 2007 and 2006 have been derived from the

Companys audited financial statements not included herein The selected financial data set forth below should be read in conjunction with

Managements Discussion and Analysis of Financial Condition and Results of Operations and the consolidated financial statements and

related notes included elsewhere herein

Years Ended December31

2010 2009 2008 2007 2006

In millions

Statement of Operations Data1

Revenueb

Premiums $27394 $26460 $25914 $22970 $22052

Universal life and investment-type product policy fees 6037 5203 5381 5238 471

Net investment income 17615 14837 16289 18055 16239

Other revenues 2328 2329 1586 1465 1301

Net investment gains losses 392 2906 2098 318 1174
Net derivative gains losses 265 4866 3910 260 208

Total revenues 52717 41057 50982 47150 42921

Expenses

Policyholder benefits and claims 29545 28336 27437 23783 22869

Interest credited to policyholder account balances 4925 4849 4788 5461 4899

Policyholder divdends 1486 1650 1751 723 1698

Otherexpenses 12803 10556 11947 10405 9514

Total expenses 48759 45391 45923 41372 38980

Income loss from continuing operations before provision for income tax 3958 4334 5059 5778 3941

Provision for income tax expense benefit 1181 2015 1580 1675 1027

Income loss from continuing operations net of income tax 2777 2319 3479 4103 2914

Income loss from discontinued operations net of income tax 41 201 362 3526

Net income loss 2786 2278 3278 4465 6440

Less Net income loss attribbtable to noncontrolling interests 32 69 148 147

Net income loss attributable to MetLife Inc 2790 2246 3209 4317 6293

Less Preferred stock dividends 122 122 125 137 134

Net income loss available to MetLife Inc.s common shareholders 2668 2368 3084 4180 6169

MetLife Inc



December 31

Balance Sheet Data1

2010 2009 2008 2007 2006

In millions

Years Ended December 31

Other Data1
Net income loss available to MetLife Inc.s common shareholders

Return on MetLife Inc.s common equity

Return on MetLife Inc.s common equity excluding accumulated other

comprehensive income loss

EPS Data1
Income Loss from Continuing Operations Available to MetLife Inc.s Common

Shareholders Per Common Share

Basic

Diluted

Income Loss from Discontinued Operations Per Common Share

Basic

Diluted

Net Income Loss Available to MetLife Inc.s Common Shareholders Per Common
Share

Basic

Diluted

Cash Dividends Declared Per Common Share

2010 2009 2008 2007

In millions except per share data

2006

Assets

General account assets2 $547569 $390273 $380839 $399007 $383758

Separate account asset 183337 149041 120839 160142 144349

Total assets $730906 $539314 $501678 $559149 $528107

Liabilities

Policyholder liabilities and other policy-related balances3 $401905 $283759 $282261 $261442 $252099

Payables for collateral under securities loaned and other transactions 27272 24196 31059 44136 45846

Bank deposits 10316 10211 6884 4534 4638

Short-term debt 306 912 2659 667 1449

Long-term debt2 27586 13220 9667 9100 8822

Collateral financing arrangements 5297 5297 5192 4882

Junior subordinated debt securities 3191 3191 3758 4075 3381

Other2 22583 15989 15374 33186 32277

Separate account liabilities 183337 149041 120839 160142 144349

Total liabilities 681793 505816 477693 522164 492861

Redeemable noncontrolling interests in partially owned consolidated

securities 117

Equity

MetLife Inc.s stockholders equity

Preferred stock at par value

Convertible preferred stock at par value

Common stock at par value 10

Additional paid-in capital 26 16859 1581

Retained earnings 21363 9501 22403

Treasury stock at cost 172 90 236
Accumulated other comprehensive income loss 000 3058 14253

Total MetLife Inc.s stockholders equity 48625 33121 23734

Noncontrolling interests 371 377 251

Total equity 48996 33498 23985

Total liabilities and equity $730906 $539314 $501678

17098

19884

2890
1078

35179

1806

36985

$559149

17454

16574

1357
1118

33798

1448

35246

$528107

$2668 $2368 $3084

6.9% 9.0% 11.2%

$4180 $6159

12.9% 20.9%

7.0% 6.8% 9.1% 13.3% 22.1%

301 2.94 4.60 5.32 3.64

2.99 2.94 4.54 5.19 3.59

0.01 0.05 $0.41 0.30 4.45

0.01 0.05 $0.40 0.29 4.40

3.02

3.00

0.74

2.89

2.89

0.74

On November 2010 the Holding Company acquired ALICO The results of the Acquisition are reflected in the 2010 selected financial

data See Note of the Notes to the Consolidated Financial Statements

4.19

4.14

0.74

5.62 8.09

5.48 7.99

0.74 0.59
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At December31 2010 general account assets long-term debt and other liabikties include amounts relating to variable interest entities of

$1 1080 million $6902 million and $93 million respectively

Policyholder liabilities and other policy-related balances include future policy benefits policyholder account balances other policy-
related balances policyholder dividends payable and the policyholder dividend obligation

Return on MetLife Inc.s common equity is defined as net income loss available to MetLife Inc.s common shareholders divided by
MetLife Inc.s average common stockholders equity

For the year ended December31 2009 shares related to the assumed exercise or issuance of stock-based awards have been excluded
from the calculation of diluted earnings per common share as these assumed shares are anti-dilutive

Business

With more than 140-year history we have grown to become leading global provider of insurance annuities and employee benefit

programs serving 90 million customers in over 60 countries Through our subsidiaries and affiliates MetLife holdsleading market positions in

the United States U.S Japan Latin America Asia Pacific Europe and the Middle East Over the past several years we have grown our

core businesses as well as successfully executed on our growth strategy This has includedcompleting number of transactions that have
resulted in the acquisition and in some cases divestiture of certain businesses while also further strengthening our balance sheet to position
MetLife for continued growth

On November 2010 the Acquisition Date MetLife Inc completed the acquisition of American Life Insurance Company American
Life from ALICO Holdings LLC ALICO Holdings subsidiary of American International Group Inc AIG and Delaware American Life

Insurance Company DelAm from AIG American Life together with DelAm collectively ALICO the Acquisition for total purchase
price of $16.4 billion The business acquired in the Acquisition provides consumets and businesses with products and services life

insurance accident and health insurance retirement and wealth management solUtions This transaction delivers on our global growth
strategies adding significant scale and reach to MetLifes international footprint furthering our diversification in geographic mix and product
offerings as well as increasing our distribution strength See Note of the Notes to the Consolidated Financial Statements

MetLife is organized into five segments Insurance Products Retirement Products Corporate Benefit Funding and Auto Home
collectively U.S Business and International The assets and liabilities of ALICO as of November 30 2010 and the operating results

of ALICO from the Aoquisition Date through November 30 2010 are included in the International segment In addition the Company reports
certain of its results of operations in Bankind Corporate Other which includes MetLife Bank National Association MetLife Bank and
other business activities For reporting periods beginning in 2011 our non-U.S Business results will be presented within two separate
segments Japanand Other International Regions MetLifes management continues to evaluate the Companys segment performance and
allocated resources and may adjust such measurements in the future to better reflect segment profitability

Business provides variety of insurance and financial services products including life dental disability auto and homeowner
insurance guaranteed interest and stable value products and annuities through both proprietary and independent retail distribution

channels as well as at the workplace This business serves over 60000 group customers including over 90 of the top one hundred
FORTUNE 500 companies and provides protection and retirement solutions to millions of individuals

International operates in Japan and 64 countries within Latin America Asia Pacific Europe and the Middle East MetLife is the largest life

insurer in Mexico and also holds leading market positions in Japan Poland Chile and South Korea This business provides life insurance
accident and health insurance credit insurance annuities endowment and retirement savings products to both individuals and groups
International is the fastest growing of MetLife businesses and we believe it will be one of the largest future growth areas

Within the we also provide variety of mortgage and deposit products through MetLife Bank Results of our banking operation are

reported in Banking Corporate Other

U.S Business markets our products and services through various distribution groups Our life insurance and retirement products targeted

to individuals are sold via sales forces comprised of MetLife employees in addition to third-party organizations Our group life non-medical
health and corporate benefit funding products are Cold via sales forces primarily domprised of MetLife employees Personal lines property and
casualty insurance products are directly marketed to employees at their employers worksite Auto Home products are also marketed and
sold to individuals by independent agents and property and casualty specialists through direct response channI and the individual

distribution sales group MetLife sales employees work with all distribution groups to better reach and service customers brokers
consultants and other intermediaries

International markets its products and services through multi-distribution strategy which varies by geographic region The various

distribution channels include agency bancassurance direct marketing DM brokerage and commerce In developing countries agency
covers the needs of the emerging middle class with primarily traditional products endowment and accident and health In more
developed and mature markets agents while continuing to serve their existing customers to keep pace with their developing financial needs
also target upper middle class and high net worth customer bases with more sophisticated product set including more investment-sensitive

products such as universal life mutual fund and single premium deposits In the bancassurance channel International leverages partner
ships that span all regions In addition DM has extensive and far reaching capabilities in all regions The DM operations deploy both broadcast

marketing approaches e.g direct response TV web-based lead generation and traditional DM techniques such as telemarketing Japan
represents the largest DM market

Operating evenues derived from any customer did not exceed 10% of consolidated operating revenues in any of the last three years
Financial information including revenues expenses operating earnings and total assets by segment is provided in Note 22 of the Notes to

the Consolidated Financial Statements Operating revenues and operating earnings are performance measures that are not based on

accounting principles generally accepted in the United States of America GAAP See Managements Discussion and Analisis of Financial

Condition and Results of Operations for definitions of such measures

Managements Discussion and Analysis of Financial Condition and Results of Operations
Forpurposes of this discussion

in 1999 the Holding Company its subsidiaries and affiliates Following this summary is discussion addressing the consolidated results of

operations and financial condition of the Company for the periods indicated This discussion should be read in conjunction with Note

MetLife inc



Regarding Forward Looking Statements Selected Financial Data and the Companys consolidated financial statements included else

where herein and Risk Factors included in MetLifes Annual Report on Form 10-K for the Year Ended December31 2010 as amended on

Form 10-K/A filed with the SEC on March 2011 and as updated by MetLifes report on Form 8-K filed with the SEC on March 2011

This Managements Discussion and Analysis of Financial Condition and Results of Operations may contain or incorporate by reference

information that includes or is based upon forward-looking statements within the meaning of the Private Securities Litigation Reform Act of

1995 Forward-looking statements give expectations or forecasts of future events These statements can be identified by the fact that they do

not relate strictly to historical or current fact9 TheUse words such as anticipate estiniate expect ptoject intend plan believe

and other words and terms of similar meaning in conHection with discussion of future operating Or financial performance In particular these

include statements relating to future actions prospective services or products future performance or results of current and anticipated

services or products sales efforts expenses the outcome of contingencies such as legal proceedings trends in operations Ond financial

results Any or all forward-looking statements may tufn out to be wrong Actual results could diffOr materially from those expressed or implied

in the forward-looking statements See Note Regarding Forward-Looking Statements

The following discuSsion includes references tb our performance measures operating earnings and operating earnings available to

common shareholders that are not bOsed on accounting principles generally accepted in the United States of America GAAP Operating

earnings is the measure of segment profit or loss we use to evaluate segment performance and allOcate resources and consistent with GAAP

accounting guidance for segmeni reporting is our measure of segment performance Operating earnings is also measure by which our

senior managements and many other employees performance is evaluated for the purposes of determining their compensation under

appliHable compensation plans Operating earnings is defined as operating revenues less operating expenses net of income tax Operating

earnings available to common shareholders which is used to evaluate the performance of Banking Corporate Other as well as MetLife is

defined as operating earnings less preferred stock dividends

Operating revenues is defined as GAAP revenues less net investment gains losses and net derivative gains losses ii less

amortization of unearned revenue related to net investment gains losses and net derivative gains losses iii plus scheduled periodic

settlement payments on derivatives that are hedges of investments but do not qualify for hedge accounting treatment iy plus income from

discontinued real estate operations less net investment income related to contractholder-directed unit-linked investments and vi plus

for operating joint ventures reported under the equity method of accounting the aforementioned adjustments those identified in the definition

of operating expenses and changes in the fair-value of hedges of operating joint venture liabilities all net ofincome tax

Operating expenses is defined as GAAP expenses less changes in polfcyholder benefits associated with asset value fluctuations related

to experience-rated contractholder liabilities and certain inflation-indexed liabilities less costs related to business combinations since

January 2009 and noncontrolling interests iii less amortization of deferred policy acquisition costs DAC and value of business

acquired VOBA and changes in the policyholder dividend obligation related to net investment gains losses and net derivative gains

loOses iv less interest credited to policyholder account balances PABs related to contractholder-directed unit-linked investments and

plus scheduled periodic settlement payments on derivatives that are hedges of PABs but do not qualify for hedge accounting treatment

In addition operating revenues and operating expenses do not reflect the consolidation of certain securitization entities that are variable

interest entities VIES as required under AAP
We believe the presentation of operating earnings and operating earnings available to common shareholders as we measure it for

management purposes enhances the understanding of our performance by highlighting the results of operations and the underlying

profitability drivers of our businesses Operating earnings and operating earnings available to common shareholders should not be viewed as

substitutes for GAAP income loss from continuing operations net of income tax Reconciliations of operating earnings and operating

earnings available to common shareholders to GAAP income loss from continuing operations net of income tax the most directly

comparable GAAP measure are included in Results of Operations

In this discussion we sometimes refer to sales activity for various products These sales statistics do not correspond to revenues under

GAAP but are used as relevant measures of business activity

Executive Summary
MetLife isa leading global provider of insurance annuities and employee benefit programs throughout the United States U.S Japan

Latin America Asia Pacific Europe and the Middle East Through its subsidiaries and affiliates MetLife Offers life insurance annuities auto

and homeowners insurance retail banking and other financial services to individuals as well as group insurance and retirement savings

products and services to corporations and other institutions MetLife is organized into five segments Insurance Products Retirement

Products Corporate Benefit Funding and Auto Home collectively Business and International The assets and liabilities of American

Life Insurance Company American Life and Delaware American Life Insurance Company DelAm togetherwith American Life collectively

ALICO as of November30 2010 and the operating results of ALICO from November 2010 the Acquisition Date through November30

2010 are included in the International segment In addition the Company reports certain of its results of operations in Banking Corporate

Other which is comprised of MetLife Bank National Association MetLife Bank and other business activities For reporting periods

beginning in 2011 our non-U.S Business results will be presented within two separate segments Japan and Other International Regions

On the Acquisition Date the Holding Company completed the acquisition of American Life from ALICO Holdings LLC ALICO Holdings

subsidiary of American International Group Inc AIG and DelAmfromAIG the Acquisition for atotal purchase price of $16.4 billion The

business acquired in the Acquisition provides consumers and businesses with life insurance accident and health insurance retirement and

wealth management solutions This transaction delivers on our global growth strategies adding significant scale and reach to MetLifes

international footprint furthering our diversification in geographic mix and-product offerings as well as increasing our distribut ion strength

See Note of the Notes to the Consolidated Financial Statements

As the U.S and global finanpial markets continue to recover we have experienced significant improvement in net investment incomeand

favorable changes in net investment and net derivative gains losses We also continue to experience an increase in market share and sales in

some of our businesses in part from flight to quality in the industry These positive factors were somewhat dampened by the negative

impact of general economic conditions including high levels of unemployment on the demand for certain of our products

MetLife inc



Years Ended December 31

2010 2009 2008

In millions

Income loss from continuing operations net of income tax ........ $2777 $231 3479
Less Net investment gains losses 392 2906 2098
Less Net derivative gains losses 265 4866 3910

Less Adjustments to continuing operations1 981 283 664
Less Provision for income tax expense benefit 401 2683 488

Operating earnings 4014 2487 2819

Less Preferred stock dividends 122 122 125

Operating earnings available to common shareholders $3892 $2365 $2694

See definitions of operating revenues and operating expenses for the components of such adjustments

Year Ended December 31 2010 compared with the Year Ended December 31 2009

Unless otherwise stated all amounts discussed below are net of income tax

During the year ended December31 2010 MetLifes income loss fromcontinuing operations net of income tax increased $5.1 billion to

again of$2 billionfrom aloss of$2 billion in 2009 of which $2 million in losses isfromthe inclusion of ALICO resultsforone month in 2010

and the impact of financing costs for the Acquisition The change was predominantly due to $4.6 billion favorable change in net derivative

gains losses before income tax and $2.5 billion favorable change in net investment gains losses before income tax Offsetting these

favorable variances were unfavorable changes in adjustments related to continuing operations of $1 .3 billion before income tax and

$2.2 billion of income tax resulting in total favorable variance of $3.6 billion In addition operating earnings available to common

shareholders increased $1 .5 billion to $3.9 billion in the current year from $2.4 billion in the prior year

The favorable change in net derivative gains losses of $3.0 billion was primarily driven by net gains on freestanding derivatives in the

current year compared to net losses in the prioryear partially offset by an unfavorable change in embedded derivatives from gains in the prior

yearto losses the current year The favorable change in freestanding derivatives was primarily attributableto market factors including falling

long-term and mid-term interest rates stronger recovery in equity markets in the prior year than the current year equity volatility which

decreased more in the prior year as compared to the current year strengthening U.S dollar and widening corporate credit spreads in the

financial services sector The favorable change in net investment gains losses of $1 .6 billion was primarily driven by decrease in

impairments and decrease in the provision for credit losses on mortgage loans These favorable changes in net derivative and net

investment gains losses were partially offset by an unfavorable change of $514 million in related adjustments

The improvement in the financial markets which began in the second quarter of 2009 and continued into 2010 was key driver of the

$1 .5 billion increase in operating earnings available to common shareholders Such market improvement was most evident in higher net

investment income and policy fees as well as decrease invariable annuity guarantee benefit costs These increases were partially offset by

an increase in amortization of DAC VOBA and deferred sales inducements DSI as result of an increase in average separate account

balances and higher current year gross margins in the closed block driven by increased investment yields and the impact of dividendscale

reductions The 2010 period also includes one month of ALICO results contributing $1 14 million to the increase in operating earnings The

favorable impact of reduction in discretionary spending asŁociated with our enterprise-wide cost reduction and revenue enhancement

initiative was more than offset by an increase in other expenses related to our International business This increase primarily stemmed from the

impact of benefit recorded in the prior year related to the pesification in Argentina as well as current year business growth in the segment

Year Ended December 31 2009 compared with the Year Ended December 31 2008

Unless otherwise stated all amounts discussed below are net of income tax

During the year ended December31 2009 MetLifes income loss from continuing operations net of income tax decreased $5.8 billion

to loss of $2.3 billion from income of $3.5 billion in the comparable 2008 period The year over year change is predominantly due to an

$8.8 billion unfavorable change in net derivative gains losses before income tax to losses of $4.9 billion in 2009 from gains of $3.9 billion in

2008 In addition there was an $808 million unfavorable change in net investment gains losses before income tax Offsetting these

variances were favorable changes in adjustments related to continuing operations of $947 million before income tax and $3.2 billion of

income tax resulting in total unfavorable variance of $5.5 billion In addition operating earnings available to common shareholders

decreased by $329 million to $2.4 billion in 2009 from $2.7 billion in 2008

The unfavorable change in net derivative gains losses of $8.8 billion was primarily driven by losses on freestanding derivatives partially

offset by gains on embedded derivatives most of which eere associated with variable annuity minimum benefit guarantees and lower losses

on fixed maturity securities The unfavorable change in net investment gains losses of $808 million was primarily driven by an increase in

impairments These unfavorable changes in gains losses were partially offset by favorable change of $947 million in related adjustments

The positive impact of business growth and favorable mortality in several of our businesses was more than offset by decline in net

investment income resulting in decrease in operating earnings of $329 million The decrease in net investment income caused significant

declines in the operating earnings of many of our businessesespecially the interest spread businesses Also contributing to the decline in

operating earnings was an increase in net guaranteed annuity benefit costs and charge related to our closed block of business specific

group of participating life policies that were segregated in connection with the demutualization of Metropolitan Life Insurance Company

MLIC The favorable impact of our enterprise-wide cost reduction and revenue enhancement initiative was more than offset by higher

pension and postretirement benefit costs driving the increase in other expenses The declines in operating earnings were partially offset by

change in amortization related to DAC DSl and unearned revenue
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Consolidated Company Outlook

As result of the Acquisition operations outside the U.S are expected to contribute approximately 30% of the premiums fees and other

revenues and approximately 40% of MetLifes operating earnings in 2011

In 2010 general economic conditions improved and interest rates remained low throughout the year In 2011 we expect significant

improvement in the operating earnings of the Company driven primarily by the following

Premiums fees and other revenues growth in 2011 of approximately 30% of which 27% is directly attributable to the Acquisition The

remaining 3% increase is driven by

Increases in our non-US businesses from continuing organic growth throughout our various geographic regions

Higher fees earned on separate accounts as the equity markets continue to improve thereby increasing the value of those separate

accounts In addition net flows of variable annuities are expected to continue to be strong in 2011 which also increases the account

values upon which these fees are earned

Increased sales in the pension closeout business both in the U.S and the United Kingdom U.K as we expect the demand for

these products to return to more normal level in 2011

Focus on disciplined underwriting We see no significant changes to the underlying trends that drive underwriting results and anticipate

solid results in 2011

Focus on expense management We continue to focus on expense controlthroughout the Company specifically managing the costs

associated with the integration of ALICO We also expect to begin rqalizing cost synergies later in 2011

Returns on investment portfolio Although the market environment remains challenging we expect the returns on our investment

portfolio in 2011 with respect to both income and realized gains and losses will be in line with the results achieved in 2010

More difficult to predict is the impact of potential changes in fair value of freestanding and embedded derivatives as even relatively small

movements in market variables including interest rates equity levels and volatility can have large impact on the fair value of derivatives and

net derivative gains losses Additionally changes in fair value of embedded derivatives within certain insurance liabilities may have material

impact on net derivative gains losses related to the inclusion of an adjustment for nonperformance risk

Industry Trends

Despite improvement in general economic conditions in 2010 we continue to be impacted by the unstable global financial and economic

environment tfat has been affecting the industry

Financial and Economic Environment Our business and results of operations are materially affected by conditions in the global capital

markets and the economy generally both in the U.S and elsewhere around the world The global economy and markets are now recovering

from period of significant stress that began in the second half of 2007 and substantially increased through the first quarter of 2009 This

disruption adversely affected the financial services industry in particular The U.S economy entered recession in late 2007 This recession

ended in mid-2009 but the recovery from the redession has been below historic averages and the unemployment rate is expected to remain

high for sometime In addition inflation has fallen over the last several years and is expected to remain at low levels for some time Some

economists believe that some level of disinflation and deflation risk remains in the economy

Throughout 2008 and continuing in 2009 Congress the Federal Reserve Bank of New York the Federal Deposit Insurance Corporation

FDIC the U.S Treasury and other agencies of the Federal government took number of increasingly aggressive actions in addition to

continuing series of interest rate reductions that began in the second half of 2007 intended to provide liquidity to financial institutions and

markets to avert loss of investor confidence in particular troubled institutions to prevent or contain the spread of the financial crisis and to

spur economic growth Most of these programs have run their course or have been discontinued The monetary policy by the Federal Reserve

Board and the Dodd-Frank Wall Street Reform and Consumer Protection Act Dodd-Frank which was signed by President Obama in July

2010 are more likely to be relevant to MetLife Inc and will significantly change financial regulation in the U.S See Regulatory Changes
In addition the oversight body of the Basel Committee on Banking Supervision announced in December 2010 increased capital and liquidity

requirements commonly referred to as Basel III for bank holding companies such as MetLite Inc Assuming these requirements are

endorsed and adopted by the U.S they are to be phased in beginning January 2013 It is possible that even more stringeht capital add

liquidity requirements could be imposed under Dodd-Frank and Basel III

It is not certain what effect the enactment of Dodd-Frank or Basel III will have on the financial markets theavailability of credit asset prices

and MetLifes operations We cannot predict whether the funds made available by the U.S Federal government and its agencies will be

enough to continue stabilizing or tofurther revive the financial markets or if additional amounts are necessary whether Congress will be willing

to make the necessary appropriations what the publics sentiment would be towards any such appropriations or what additional require

ments or conditions might be imposed on the use of any such additional funds

The imposition of additional regulation on large financial institutions may have over time the effect of supporting some aspects of the

financial services industry more than others This could adversely affect our competitive position

Although the disruption in the global financial markets has moderated not all such markets are functioning normally and some remain

reliant upon government intervention and liquidity The global recession and disruption of the financial markets has also led to concerns over

capital markets access and the solvency of certain European Union member states including Portugal Ireland Italy Greece and Spain In

response on May 10 2010 the European Union the European Central Bank and the International Monetary Fund announced rescue

package of up to 750 billion or approximately $1 trillion for European nations in the Eurozone This rescue package is intended to stabilize

these economies The Japanese economy to which we face increased exposure as result of the Acquisition continues to experience low

nominal growth deflationary environment and weak consumer spending

Recent global economic conditions have had and could continue to have an adverse effect on the financial results of companies in the

financial services industry including MetLife Such global economic conditions as well as the global financial markets continue to impact our

net investment income our net investment and net derivative gains losses and the demand for and the cost and profitability of certain of our

products including variable annuities and guarantee benefits See Results of Operations and Liquidity and Capital Resources

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
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profitable growth in the life insurance industry In addition several of the industrys products can be quite homogeneous and subject to

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 We believe that

the turbulence in financial markets that began in the second half of 2007 its impact on the capital position of many competitors and

subsequent actions by regulators and rating agencies have highlighted financial strength as significant differentiatorfrom the perspective of

customers and certain distributors In addition the financial market turbulence and the economic recession have led many companies in our

industry to re-examine the pricing and features of the products they offer and may lead to consolidation in the life insurance industry

Regulatory Changes The U.S life insurance industry is regulated at the state level with some products and services also subject to

Federal regulation As life insurers introduce new and often more complex products regulators refine capital requirements and introduce new

reserving standards for the life insurance industry Regulations recently adopted or currently under review can potentially impact the statutory

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 The regulation of the financial services

industry in the U.S and internationally has received renewed scrutiny as result of the disruptions in the financial marketsin 2008 and 2009

Significant regulatory reforms have been proposed and these or other reforms could be implemented See Business U.S Regulation and

Business International Regulation We cannot predict whether any such reforms will be adopted the form they will take or their eftect

upon us We also cannot predict how the various government responses to the recent financial and economic difficulties will affect the

financial services and insurance industries or the standing of particular companies including us within those industries See Business

Governmental Responses to Extraordinary Market Conditions Risk Factors Our Insurance Brokerage and Banking Businesses Are

Heavily Regulated and Changes in Regulation May Reduce Our Profitability and Limit Our Growth and Risk Factors Changes in

U.S Federal and State Securities Laws and Regulations and State Insurance Regulations Regarding Suitability of Annuity Product Sales May
Affect Our Operations and Our Profitability Until various studies are completed and final regulations are promulgated pursuant to Dodd-

Frank the full impact of Dodd-Frank on the investments investment activities and insurance and annuity products of the Company remain

unclear See Risk Factors Various Aspects of Dodd-Frank Could Impact Our Business Operations Capital Requirements and Profitability

and Limit Our Growth Under Dodd-Frank as large interconnected bank holding company with assets of $50 billion or more or possibly as

an otherwise systemically important financial company MetLife Inc will be subject to enhanced prudential standards imposed on

systemically significant financial companies Enhanced standards will be applied to Tier and total risk-based capital RBC liquidity

leverage unless another similar standard is appropriate for the Company resolution plan and credit exposure reporting concentration

limits and risk management The so-called Volcker Rule provisions of Dodd-Frank restrict the ability of affiliates of insured depository

institutions such as MetLife Bank to engage in proprietary trading or sponsor or invest in hedge funds or private equity funds See Risk

Factors Various Aspects of Dodd-Frank Could Impact Our Business Operations Capital Requirements and Profitability and Limit Our

Growth

Mortgage and Foreclosure-Related Exposures In 2008 MetLife Bank acquired certain assets to enter the forward and reverse residential

mortgage origination and servicing business including rights to service residential mortgage loans At various times since then including

most recently in the third quarter of 2010 MetLife Bank has acquired additional residential mortgage loan servicing rights As an originator and

servicer of mortgage loans which are usually sold to an investor shortly after origination MetLife Bank has obligations to repurchase loans

upon demand by the investor due to determination that material representations made in connection with the sale of the loans relating for

example to the underwriting and origination of the loans are incorrect or ii defects in servicing of the loan MetLife Bank is indemnified by the

sellers of the acquired assets for various periods depending on the transaction and the nature of the claim for origination and servicing

deficiencies that occurred prior to MetLife Banks acquisition including indemnification for any repurchase claims made from investors who

purchased mortgage loans from the sellers Substantially all mortgage servicing rights MSRs that wereacquired by MetLife Bank relate to

loans sold to Federal National Mortgage Association FNMA or Federal Home Loan Mortgage Corporation FHLMC Since the 2008

acquisitions MetLife Bank has originated and sold mortgages primarily to FNMA FHLMC and Government National Mortgage Association

GNMA collectively the Agency Investors and to limited extent small number of private investors Currently 99% of MetLife Banks

$83 billion servicing portfolio is comprised of products sold to Agency Investors Other than repurchase obligations which are subject to

indemnification by sellers of acquired assets as described above MetLife Banks exposure to repurchase obligations and losses related to

origination deficiencies is limited to the approximately $52 billion of loans originated by MetLife Bank all of which have been originated since

August 2008 and to servicing deficiencies after the date of acquisition and management is satisfied that adequate provision has been made

in the Companys consolidated financial statements for all probable and reasonably estimable repurchase obligations and losses

In light of recent events concerning foreclosure proceedings within the industry MetLife Bank has undertaken close review of its

procedures MetLife Bank verifies the accuracy of borrower information included in affidavits filed in foreclosure proceedings We do not

believe that MetLife Bank has material exposure to potential losses arising from challenges to its foreclosure procedures Like other mortgage

servicers MetLife Bank has been the subject of recent inquiries and investigations from state attorneys general and banking regulators See

Note 16 of the Notes to the Consolidated Financial Statements

Summary of Critical Accounting Estimates

The preparation of financial statements in conformity with GAAP 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

the estimated fair value of investments in the absence of quoted market values

investment impairments

Hi the recognition of income on certain investment entities and the application of the consolidation rules to certain investments

iv the estimated fair value of and accounting for freestanding derivatives and the existence and estimated fair value of embedded

derivatives requiring bifurcation

the capitalization and amortization of DAC and the establishment and amortization of VOBA
vi the measurement of goodwill and related impairment if any

vH the liability for future policyholder benefits and the accounting for reinsurance contracts
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viii accounting for income taxes and the valuation of deferred tax-assets

ix accounting for employee-benefit plans and

the liability for litigation and regulatory matters

The application of purchase accounting requires the use of estimation techniques in determining the estimated fair values of assets

acquired and liabilities assumed the most significant of which relate to aforementioned critical accounting estimates In applying the

Companys accounting policies we make subjective and complex judgments that frequently require 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 specific to the Companys businesses and operations Actual results could differ from these estimates

Fair Value

The Company defines fair value as the price that would be received to sell an asset or paid to transfer liability an exit price in the principal

or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date In many

cases the exit price and the transaction or entry price will be the same at initial recognition However in certain cases the transaction price

may not represent fair value The fair value of liability is based on the amount that would be paid to transfer liability to third party with the

same credit standing It requires that fair value be market-based measurement in which the fair value is determined based on hypothetical

transaction at the measurement date considered from the perspective of market participant When quoted prices are not used to determine

fair value of an asset the Company considers three broad valuation techniques the market approach ii the income approach and iii the

cost approach The Company determines -the most appropriate valuation technique to use given what id being measured and the availability

of sufficient inputs The Company prioritizes the inputs to fair valuation techniques and allows for the use of unobservable inputs to the extent

that observable inputs are not available The Company categorizes its assets and liabilities measured at estimated fair value into three-level

hierarchy basedon the priority of the inputs to the respective valuation technique The-fair valuehierarchy gives the highest priority to quoted

prices in active markets for identical assets or liabilities Level and the lowest priority to unobservable inputs Level An asset or liabilitys

classification within the fair value hierarchy is based on the lowest level of input to its valuation The input levels are as follows

Level Un-adjusted quoted prices in active markets for identical assets or liabilities The Company defines active markets based on

average trading volume for equity securities The size of the bid/ask spread is used as an indioator of market-activity forfixed

maturity securities

Level Quoted prices in markets that are not active or inputs that are hbservable either directly or indirectly Level inputs include

quoted prices for similar assets or liabilities other than qeoted prices in Level quoted prices in markets that are not active or

other significant inputs that are observable or can be derived principally from or corroborated by observable market data for

substantially the full term of the assets or liabilities

Level Unobservable inputs that are supported by little or no market activity and are significant to the estimated fair value of the assets or

liabilities Unobservable inputs reflect the reporting entitys own assumptions about the assumptions that market participants

would use in pricing the asset or liability Level assets and liabilities include financial instruments whose values are determined

using pricing models discounted cash flow methodologies or similar techniques as well as instruments for which the

determination of estimated fair value requires significant management judgment or estimation

Prior to January 2009 the measurement and disclosures of fair value based on -exit price excluded certain items such as nonfinancial

assets and nonfinancial liabilities initially measured at-estimated fair-value in business combination reporting units measured at estimated

fair value in the first step of goodwill impairment test and indefinite-lived intangible assets measured at-estimated fair value for impairment

assessment

In addition the Company elected the fair value option FVO for certain of its financial instruments to better match measurement of assets

and liabilities in the consolidated statements of operations

Estimated Fair Value of Investments

The Companys investments in fixed maturity and equity securities investments in trading and other securities certain short term

investments most mortgage loans held for sale and MSRs are reported at their estimated fair value In determining the estimated fair value of

these investments various methodologies assumptions and inputs are utilized as described further below

When available the estimated fair value of securities is based on quoted prices in active markets that are readily and regularly obtainable

Generally these are the most liquid of the Company securities holdings and valuation of these securities does not involve management

judgment

When quoted prices in active markets are not available the determination of estimated fair value is based on market standard valuation

methodologies The market standard valuation methodologies utilized include discounted cash flow methodologies matrix pricing or other

similar techniques The inputs to these market standard valuation methodologies include but are not limited to interest rates credit standing

of the issuer or counterparty industry sector of the issuer coupon rate call provisions sinking fund requirements maturity estimated

duratioh and managements assumptions regarding liquidity and estimated future cash flows Accordingly the estimated fair values are based

on available -market information and manaements judgments about financial instruments

The significant inputs to the market standard valuation methodologies for certain types of securities with reasonable levels of price

transparency are inputs that are observable in the market or can be derived principally from or corroborated by observable market data Such

observable inputs include benchmarking prices for similar assets in active- liquid markets quoted prices in markets that are not active and

observable yields and spreads in the market

When observable inputs are not available the market standard valuation methodologies for determining the estimated fair value of certain

types of securities that trade infrequently and therefore have little or no price transparency rely on inputs that are significant to the estimated

fair value that are not observable in the market or cannot be derived principally from hr corroborated by observable market data- These

unobservable inputs can be based in large part on management judgment or estimation and- cannot be supported by reference to market

activity Even though unobservable these inputs are based on assumptions deemed appropriate given the circumstances and consistent

with what other market participants would use when pricing such securities

The estimated fair value of residential mortgage loans held-for-sale is determined based on observable pricing of residential mortgage

loans held-for-sale with similar characteristics or observable pricing for securities backed by similar types of loans adjusted to convert the

securities prices to loan prices Generally quoted market prices are not available When observable pricing for similar loans or securities that
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are backed by similar loans are not available the estimated fair values of residential mortgage loans held-for-sale are determined using

independent broker quotations which is intended to approximate the amounts that would be received from third parties Certain other

mortgage loans have also been designated as held-for-sale which are recorded at the lower of amortized cost or estimated fair value less

expected disposition costs determined on an individual loan basis For these loans estimated fair value is determined using independent

broker quotations or when the loan is in foreclosure or otherwise determined to be collateral dependent the estimated fair value of the

underlying collateral estimated using internal models

MSRs which are recorded in other invested assets are measured at estimated fair value and are either acquired or are generated from the

sale of originated residential mortgage loans where the servicing rights are retained by the Company The estimated fair value of MSRs is

principally determined through the use of internal discounted cash flow models which utilize various assumptions Valuation inputs and

assumptions inelude generally observable items such as type and age cf loan loan interest rates current market interest rates and certain

unobservable inputs including assumptions regarding estimates ot discount rates loan prepayments and servicing costs all of which are

sensitive to changing markets conditions The use of different valuation assumptions and inputs as well as assumptions relating to the

collectiop ot expected cash flows may have material effect on the estimated fair values of MSRs

Financial markets are susceptible to severe events evidenced by rapid depreciation in asset values accompanied by reduction in asset

liquidity The Company ability to sell securities or the price ultimately realized tor these securities depends upon the demand and liquidity in

the market and increases the use of judgment in determining the estimated fair value of certain securities

Investment Impairments

One of the significant estimates related to available-for-sale securities is the evaluation of investments for imiiairments The assessment of

whether impairments have occurred is based on our case-by-case evaluation of the underlying reasons for the decline in estimated fair valUe

The Companys review of its fixed maturity and equity securities for impairments includes an analysis of the total grods urirealizad losses by

three categories of severity and/or age of the gross unrealized loss as described more fully in Note of the Notes to the Consolidated

Financial Statements An extended and severe unrealized loss position on fixed maturity security may not have any impact on the ability of

the issuer to service all scheduled interest and principal payments and the Companys evaluation of recoverability of all contractual cashflows

or the ability to recover an amOunt at lOast equal to its amortized cost based on the present value of the expected future cash flows to be

collected In contrast for certain equity securities greater weight and consideration are given by the Company to decline in estimated fair

value and the likelihood such estimated fair value decline will recover

Additionally we consider wide range of factors about the security issuer and use our 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 our evaluation 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

the length of time and the extent to which the estimated fair value has been below cost or amortized cost

ii the potential for impairments of securities when the issuer is experiencing significant financial difficulties

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

iv the potential for impairments in certain economically depressed geographic locations

the potential for impairments of securities where the issuer series of issuers or industry has suffered catastrophic type of loss

or has exhausted natural resources

vi with respect to tixed maturity securities whether the Company has the intent to sell or will more likely than not be required to sell

particular security before recovery of the decline in estimated fair value below cost or amortized cost

vii with respect to equity securities whether the Companys ability and intent to hold the security for period of time sufficient to

allow for the recovery of its value to an amount equal to or greater than cost

viii unfavorable changes in projected cash flows on mortgage-backed and asset-backed securities ABS and

ix other subjective factors including concentrations and information obtained from regulators and rating agencies

The cost of fixed maturityand equity securities is adjusted for the credit loss component of Other-Than-Temporary Impairment OTTI in

the period in which the determination is made When an OTTI of fixed maturity security has occurred the amount of the OTTI recognized in

earnings depends on whether the Company intends to sell the security or more likely than not will be required to sell the security before

recovery of the decline in estimated fair value below amortized cost If the fixed maturity security meets either of these two criteria the OTTI

recognized in earnings is equal to the entire difference between the securitys amortized cost and its estimated fair value at the impairment

measurement date For OTTI of fixed maturity securities that do not meet either of these two criteria the net amount recognized in earnings is

equal to the difference between the amortized cost of the fixed maturity security and the presentvalue of projected future cash flows expected

to be collected from this security credit loss If the estimated fair value is less than the present value of projected future cash flows expected

to be collected this portion of OTTI related to other than credit factors noncredit loss is recorded as other comprehensive income loss

For equity securities the carrying value of the equity security is impaired to its estimated fair value with corresponding charge to earnings

The Company does not make any adjustments for subsequent recoveries in value

The determination of the amount of allowances and impairments on other invested asset classes is highly subjective and is based upon the

Companys 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

Recognition of Income on Certain Investment Entities

The recognition of income on certain investments loan backed securities including mortgage backed and ABS certain structured

investment transactions trading and other securities is dependent upon market conditions which could result in prepayments and changes

in amounts to be earned

Application of the Consolidation Rules to CertaIn Investments

The Company has invested in certain structured transactions that are VIEs These structured transactions include reinsurance trusts

asset-backed securitizations hybrid securities real estate joint ventures other limited partnership interests and limited liability companies

The Company is required to consolidate those VIEs for which it is deemed to be the primary beneficiary The accounting rules for the

determination of when an entity is VIE and when to consolidate VIE are complex The determination of the VIEs primary beneficiary requires
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anevaluation of the contractual and implied rights and obligations associated with each partys relationship with or involvement in the entity

an estimate of the entitys expected losses and expected residual returns and the allocation of such estimates to each party involved in the

entity The Company generally uses qualitative approach to determine whether it is the primary benefihiary

For most VIEs the entity that has both the ability to direct the most significant activities of the VIE and the obligation to absorb losses or

receive benefits that could be significant tothe VIE is considered the primary beneficiary However for VIEs that are investment companies or

apply measurement principles consistent with those utilized by investment companies the primery beneficiary is based on risks and

rewards model and is defined as the entity that will absorb amajority of VIEs expected losses receive majority of VIEs expected residual

returns if no single entity absorbs majority of expected losses or both The Company reassesses its involvement with VIEs on quarterly

basis The use of different methodologies assumptions and inputs in the determination of the primary beneficiary could have material effect

on the amourts presented within the consolidated financial statements

Derivative Financial Instruments

The Company enters into freestanding derivative transactions including swaps forwards futures and option contracts to manage various

risks relating to its ongoing business operations To 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 estirhated fair value of derivatives is determined through the use of quoted market prices for exchange-traded derivatives and interest

forwards to sell certain to-be-announced securities or through the use of pricing models for over-the-counter OTC derivatives The

determination of estimated fair value when quoted market values are not available is based on market standard valuation methodologies and

inputs that are assumed to be consistent with what other market participants would use when pricing the instruments Derivative valuations

can be affected by changes in interest rates foreign currency exchange rates financial indices credit spreads default risk including the

counterparties to the contract volatility liquidity and changes in estimates and assumptions used in the pricing models See Note of the

Notes to the Consolidated Financial Statements for additional details on significant inputs into the CTC derivative pricing models and credit

ris adjustment

The accounting for derivatives is complex and interpretations of the primary accounting guidance continue to evolve in practice Judgment
is applied in determining the availability andapplication of hedge accounting designationsand the appropriate accounting treatment under
such accounting guidance If it was determined that hedge accounting designations were not appropriately 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 differing impact on the consolidated financial statements of the Company from that

previously reported Assessments of hedge effectiveness and measurements of ineffectiveness of hedging relationships are also subject to

interpretations and estimations and different interpretations or estimates may have material effect on the amount reported in net income

Embedded Derivatives

The Company issues certain variable annuity products with guaranteed minimum benefits These include guaranteed minimum withdrawal

benefits GMWB guaranteed minimum accumulation benefits GMAB and certain guaranteed minimum income benefits GMIB
GMWB GMAB and certain GMIB are embedded derivatives which are measured at estimated fair value separately from the host variable

annuity product with changes in estimated fair value reported in net derivative gains losses
The estimated fair values of these embedded derivatives are determined based on the present value of projected future benefits minus the

present value of projected future fees The projections of future benefits and future fees require capital market and actuarial assumptions

including expectations concerning policyholder behavior risk neutral valuation methodology is used under which the cash flows from the

guarantees are projected under multiple capital market scenarios using observable risk free rates The valuation of these embedded
derivatives also includes an adjustment for the Companys nonperformance risk and risk margins for non-capital market inputs The

nonperformance risk adjustment is determined by taking into consideration publicly available information relating to spreads in the secondary
market for the Holding Companys debt including related credit default swaps These observable spreads are then adjusted as necessary to

reflect the priority of these liabilities and the claims paying ability of the issuing insurance subsidiaries compared to the Holding Company Risk

margins are established to capture the non-capital market risks of the instrument which represent the additional compensation market

participant wohld require to assume the risks related to the uncertainties of such actuarial assumptions as annuitization premium persistency
partial withdrawal and surrenders The establishment of risk margins requires the use of significant management judgment

The accounting for embedded derivatives is complex and interpretations of the primary accounting standards continue to evolve in

practice If interpretations change there is risk that features previously not bifurcated may require bifurcation and reporting at estimated fair

value in the consolidated financial statements and respective changes in estimated fair value could materially affect net income
These guaranteed minimum benefits may be more costly than expected in volatile or declining equity markets Market conditions

including but not limited to changes in interest rates equity indices market volatility and foreign currency exchange rates changes in the

Companys nonperformance risk variations in actuarial assumptions regarding policyholder behavior mortality and risk margins related to

non-capital market inputs may result in significant fluctuations in the estimated fair value of the guarantees that could materially affect net

income

The Company ceded the risk associated with certain of the GMIB and GMAB described in the preceding paragraphs The value of the

embedded derivatives on the ceded risk is determined using methodology consistent with that described previously for the guarantees

directly written by the Company
As part of its regular review of critical accounting estimates the Company periodically assesses inputs for estimating nonperformance risk

in fair value measurements During the second quarter of 2010 the Company completed study that aggregated and evaluated data

including historical recovery rates of insurance companies as well as policyholder behavior observed over the past two years as the recent

financial crisis evolved As result at the end of the second quarter of 201D the Company refined the manner in which its insurance

subsidiaries incorporate expected recovery rates into the nonperformance risk adjustment for purposes of estimating the fair value of

investment-type contracts and embedded derivatives within insurance contracts The refinement impacted the Companys income from

continuing operations net of income tax with no effect on operating earnings

As described above the valuation of variable annuity guarantees accounted for as embedded derivatives includes an adjustment for the

Companys nonperformance risk which is subject to variability The table below illustrates the impact that range of reasonably likely

variances in credit spreads would have on the Companys consolidated balance sheet excluding the effect of income tax Changes in the
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carrying values of PABs would be reported in net investment gains losses and changes in the carrying value of DAC and VOBA would be

reported in other expenses However these estimated effects do not take into account potential changes in other variables such as equity

price levels and market volatility that can also contribute significantly to changes in carrying values Therefore the table does not necessarily

reflect the ultimate impact on the consolidated financial statements under the credit spread variance scenarios presented below

In determining the ranges the Company has considered current market conditions as well as the market level of spreads that can

reasonably be anticipated over the near term The ranges do not reflect extreme market conditions experienced during the 2008 and 2009

economic crisis as the Company does not consider those to be reasonably likely events in the near future

Carrying Value

At December 31 2010

DAC and

PABs VOBA

In millions

100% increase in the Companys credit spread $1 551 79

Mreported $2357 $110

50% decrease in the Companys credit spread $2852 $130

The estimated fair value of the embedded equity and bond indexed derivatives contained in certain funding agreements is determined

using market standard swap valuation models and observable market inputs including an adjustment for the Companys nonporformance risk

that takes into consideration publicly available information relating to the Companys debt as well as its claims paying ability Changes in

equity and bond indices interest rates and the Companys credit standing may result in significant fluctuations in estimated the fair value of

these embdded derivatives that could materially affect 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 issuance

expenses VCBA is an intangible asset that represents the excess of book value over the estimated fair value of acquired insurance annuity

and investment-type contracts in-force at the acquisition date The estimated fair value of the acquired liabilities 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 expenseh investment returns nonperformance risk adjustment and other factors Actual

experience on the purchased business 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 consolidated financial statements for reporting purposes

Note of the Notes to the Consolidated Financial Statements describes the Companys accounting policy relating to DAC and VOBA

amortization for various tyes of contracts

Separate account rates of return on variable universal life contracts and variable deferred annuity contracts affect in-force account

balances on such contracts each reporting period which can result in significant fluctuations in amortization of DAC and VOBA The

Companys practibe to determine the impact of gross profits resulting from returns on separate accounts assumes that long-term appre

ciation 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 events and only changes the assumption when its long-term expectation changes The effect of an

increase/decrease by 100 basis points in the assumed future rate of return is reasonably likely to result in decrease/increasej in the DAC

and VOBA amortization of approximately $128 million with an offset to the Companys unearned revenue liability of approximately $19 million

for this factor

The Company also periodically reviews other long-term assumptions underlying the projections of estimated gross margins and profits

These include investment returns policyholder dividend scales interest crediting rates mortality persistency and expenses to administer

business We annually update 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 margins and profits to increase DAC and VOBA amortization will

decrease resulting in current period increase to earnings The opposite result occurs when the assumption update causes expected future

gross margins and profits to decrease

The Companys most significant assumption updates resulting in change to expected future gross margins and profits and the

amortization of DAC and VOBAwere due to revisions to expected future investment returns expenses in-force or persistency assumptions

and policyholder dividends on contracts included within the Insurance Products and Retirement Products segments The Company expects

these assumptions to 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 their movement or offsetting impact over time

Note of the Notes to the Consolidated Financial Statements provides rollforward of DAC and VOBA for the Company for each of the

years ended December31 2010 2009 and 2008 as well as breakdown of DAC and VOBA by segment and reporting unit at December31

2010 and 2009

At December31 2010 2009 and 2008 DAC and VOBA for the Company was $27.3 billion $1 9.3 billion and $20.1 million respectively

The DAC and VOBA balance increased significantly as result of the Acquisition which contributed $8.9 billion to the balance at

December 31 2010 Approximately 55% of the Companys DAC and VOBA was associated with the Insurance Products and Retirement

Products segments at December31 2010 At December31 2010 2009 and 2008 DAC and VOBA for these segments was $1 4.9 billion

$16.1 billion and $17.4 billion respectively Amortization of DAC and VOBA associated with the variable and universal life and the annuities

contracts within the Insurance Products and Retirement Products segments is significantly impacted by movements in equity markets The

following chart illustrates the effect on DAC and VOBA within the Companys U.S Business of changing each of the respective assumptions

as well as updating estimated gross margins or profits with actual gross margins or profits during the years ended December31 2010 2009

and 2008 Increases decreases in DAC and VOBA balances as presented below restlted in corresponding decrease increase in

amortization
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Years Ended December 31

2010 2009 2008

In miflions

Investment return $141 70

Separate account balances 21 32 708
Net investment gain loss 124 712 521
Expense 89 60 61

In-force/Persistency 17 87 159
Policyholder dividends and other 192 174 30

Total $186 $968 $1287

The following represents significant items contributing to the changes to DAC and VOBA amortization in 2010

Changes in net investment gains losses resulted in the following changes in DAC and VOBA amortization

Actual gross profits increased as result of decrease in liabilities associated with guarantee obligations on variable annuities

resulting in an increase of DAC and VOBA amortization of $197 million excluding the impact from the Companys nonperformance

risk and risk margins which are described below This increase in actual gross profits was partially offset by freestanding derivative

losses associated with the hedging of such guarantee obligations which resulted in decrease in DAC and VOBA amortization of

$88 million

The narrowing of the Companys nonperformance risk adjustment increased the valuation of guarantee liabilities decreased actual

gross profits and decreased DAC and VOBA amortization by $96 million In addition higher risk margins which increased the

guarantee liability valuations decreased actual gross profits and decreased DAC and VOBA amortization by $18 million

The remainder of the impact of net investment gains losses which increased DAC amortization by $129 million was primarily

attributable to current period investment activities

Included in policyholder dividends and other was an increase in DAC and VOBA amortization of $42 million as result pf changes to

long-term assumptions In addition amortization increased by$39 million as result of favorable gross margin variances The remainder

of the increase was due to various immaterial items

The following represents significant items contributing to the changes to DAC and VOBA amortization in 2009
Actual gross profits decreased as result of increased investment losses from the portfolios associated with the hedging of guaranteed

insurance obligations on variable annuities resulting in decrease of DAC and VOBA amortization of $141 million

Changes in net investment gains losses resulted in the following changes in DAC and VOBA amortization

Actual gross profits increased as result of decrease in liabilities associated with guarantee obligations on variable annuities

resulting in an increase of DAC and VOBA amortization of $995 million excluding the impact from the Companys nonperformance

risk and risk margins which are described below This increase in actual gross profits was partially offset by freestanding derivative

losses associated with the hedging of such guarantee obligations which resulted in decrease in DAC and VOBA amortization of

$636 million

The narrowing of the Companys nonperformance risk adjustment increased the valuation of guarantee liabilities decreased actual

gross profits and decreased DAC and VOBA amortization by $607 million This was partially offset by lower risk margins which

decreased the guarantee liability valuations increased actual gross profits and indreased DAC and VOBA amortization by $20 million

The remainder of the impact of net investment gains losses which decreased DAC amortization by $484 million was primarily

attributable to current period investment activities

Included in policyholder dividends and otherwas decrease in DAC and VOBA amortization of $90 milliOn as result of changes to long-

term assumptions The remainder of the decrease was due to various immeterial items

The following represents significant items contributing to the changes in DAC and VOBA amortization in 2008
The decrease in equity markets during the year significantly lowered separate account balances which led to significant reduction in

expected future gross profits on variable universal life contracts and variable deferred annuity contracts resulting in an increase of

$708 million in DAC and VOBA amortization

Changes in net investment gains losses resulted in the following changes in DAC and VOBA amortization

Actual gross profits decreased as result of an increase in liabilities associated with guarantee obligations on variable annuities

resulting in reduction of DAC and VOBA amortization of $1 047 million This decrease in actual gross profits was mitigated by

freestanding derivative gains associated with the hedging of such guarantee obligations which resulted in an increase in actual gross

profits and an increase DAC and VOBA amortization of $625 million

The widening of the Company nonperformance risk adjustment decreased the valuation of guarantee liabilities increased actual

gross profits and increased DAC and VCBA amortization by $739 million This was partially offset by higher risk margins which

increased the guarantee liability valuations decreased actual gross profits and decreased DAC and VOBA amortization by

$100 million

Reductions in both actual and expected cumulative earnings of the closed block resulting from recent experience in the closed block

combined with changes in expected dividend scales resulted in an increase in closed block DAC amortization of $195 million

$175 million of which was related to net investment gains losses
The remainder of the imact of net investment gains losses on DAC amortization of $129 million was attributable to numerous

immaterial items

Increases in DAC and VOBA amortization in 2008 resulting from changes in assumptions related to in-force/persistency of $159 million

were driven by higher than anticipated mortality and lower than anticipated premium persistendyduring2008

The Companys DAC and VOBA balance is also impacted by unrealized investment gains losses and the amount of amortization which

would have been recognized if such gains and losses had been recognized The increase in unrealized investment gains decreased the DAC
and VOBA balance by $1.4 but on in 2010 The decrease in unrealized invdstment losses decreased the DAC and VOBA balance by

14
MetLife inc



$2.8 billion in 2009 Whereas the increase in unrealized investment losses increased the DAC and VOBA balance by $3.4 billion in 2008

Notes and of the Notes to the Consolidated Financial Statements include the DAC and VOBA offset to unrealized investment losses

Goodwill

Goodwill is the excess of cost over the estimated 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 climate indicate that there may be

justification for conducting an interim test

Impairment testing is performed using the fair value approach which requires the use of estimates and judgment at the reporting unit

level reporting unit is the operating segment or business one level below the operating segment if discrete financial information is

prepared and regularly reviewed by management at that level

For purposes of goodwill impairment testing if the carryingvalue of reporting unit exceeds its estimated fair value there might be an

indication of impairment In such instances the implied fair value of the goodwill is determined in the same manner as the amount of goodwill

that would be determined in business acquisition The excess of the carrying value of goodwill over the implied fair value of goodwill would

be recognized as an impairment and recorded as charge against net income

The key inputs judgments and assumptions necessary in determining estimated fair value of the reporting units include projected

operating earnings current book value with and without accumulated other comprehensive income the level of economic capital required to

support the mix of business long-term growth rates comparative market multiples the account value of in-force business projections of new

and renewal business as well as margins on such business the level of interest rates credit spreads equity market levels and the discount

rate that we believe is appropriate for the respective eporting unit The estimated fair values of the retirement productsand individual life

reporting units are particularly sensitive to the equity market levels

We apply significant judgment when determining the estimated fair value of our reporting units and when assessing the relationship of

market capitalization to the aggregate estimated fair value of our reporting units The valuation methodologies utilized are subject to key

judgments and assumptions that are sensitive to change Estimates of fair value are inherently uncertain and represent only managements

reasonable expectation regarding future developments These estimates and .the judgments and assumptions upon which the estimates are

based will in all likelihood differ in some respects from actual future results. Declines in the estimated fair value of our reporting units could

result in goodwill impairments in future periods which could materially adversely affect our results of operations or financial position

On an ongoing basis we evaluate potential triggering events that may affect the estimated fair value ofour reporting units to assess

whether any goodwill impairment exists Deteriorating or adverse market conditionsfor certain reporting units may have significant impact

on the estimated fair value of these reporting units and could result in future impairments of goodwill

Liability for Future Policy Benefits

The Company establishes liabilities for amounts payable under insurancepolicies including traditional life insurance traditional annuities

certain accident and health and non-medical health insurance Generally dmounts are payable over an extended period of time and related

liabilities are calculatedas the present value of future expected benefits to be paid reduced by the present value offuture expected premiums

Such liabilities are established based on methods and underlying assumotions in accordance with GAAP and applicable actuarial standards

Principal assumptions used in the establishment of liabilities for future poliCy benefits are mortality morbidity policy lapse renewal

retirement disability incidence disability terminations investment returns inflation expenses and other contingent events as appropriate to

the respective product type and geographical area These assumptions are established at the time the policy is issued and are intended to

estimate the experience for the period the policy benefits are payable Utikzing these assumptions liabilities are estabhshed on block of

business basis If experience is less favorable than assumptions additional liabilities may be required resulting charge to policyholder

benefits and claims

Future policy benefit liabilities for disabled lives are estimated using the present value of benefits method and experience assumptions as

to claim terminations expenses and interest

Liabilities for unpaid claims and claim expenses for property and casualty insurance are included in future policyholder benefits and

represent the amount estimated for claims that havebeen reported but not settled and claims incurred but not reported Other policy-related

balances include claims that have been reported but not settled and claims incurred but not reported on life and non-medical health

insurance Liabilities for unpaid claims are estimated based upon the Companys historical experience and other actuarial assumptions that

consider the effects of current developments anticipated trends and risk management programs reduced for anticipated salvage and

subrogation

Future policy benefit liabilities for minimum death and income 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

balanceand recognizing the excess ratably over the accumulation period based on total expected assessments Liabilities for universal and

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 to be zero and recognizing those benefits ratably over the accumulation period based on total expected

assessments The assumptions used in Ostimating these liabilities are consistent with those used for amortizing DAC and are thus subject to

the same variability and risk The assumptions of investment performance and volatility
for variable produCts are consistent with historical

experience of the apprdpriate underlying equity index such as the Standard Poors Ratings Services SP 500 Index

The Company periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its actual

experience Differences between actual experience and the assumptions used in pricing of these policies and guarantees and in the

establishment of the related liabilities result in variances in
profitand

could result in losses

Reinsurance

The Company enters into reinsurance agreements primarily as purchaser of reinsurance for its various insurance products and also as

provider of reinsurance for some indurance products issued by third parties Accounting for reinsurance requires extensive use of

assumptions and estimates particularly related to the future performance of the underlying business end the potential impact of counterparty

credit risks TheCompany periodically reviews actual and anticipated experiencecompared to the aforementioned assumptions used-to

establish assets and liabilities relating to ceded and assumed reinsurance and evaluates the financial strength of counterparties to its

reinsurance agreements using criteria similar to that evaluated in the security impairment process discussed previously Additionally for-each
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of its reinsurance agreements the Company determines whether the agreement provides indemnification against loss or liability 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 reinsurance agreement does not expose the reinsurer to reasonable possibility of significant loss from

insurance risk the Company records the agreementusing the deposit method of accounting

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 foreignincome taxes currently payable as well as those deferred

due to temporary differences between the financial reporting and tax bases of assets and liabilities The Companys accounting for income

taxes represents managements 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 to taxable income in the years the temporary

differences are expected to reverse

For U.S federal income tax purposes the Company anticipates making an election under the Internal Revenue Code Section 338 as it

relates to the Acquisition As sOch the tax basis in the acquired assets and liabilities is adjusted as of the Acquisition Date resulting in

change to the related deferred income taxes

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 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 Factors inmanagements determination consider

the performance of the business including the ability to generate capital gains 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 following

future taxable income exclusive of reversing temporary differences and carryforwards

ii future reversals of existing taxable tØmporar differences

taxable income in prior carryback years and

iv tax planning strategies

The Company determines whether
it is more likely than not that tax position will be sustained upon examination by the appropriate taxing

authorities before any part of the benefit is recorded in thefinancial statements tax position is measured at the largest amount of benefit that

is greater than 50 percent likely of being realized upon settlement The Company may be required to change its provision for income taxes

when the ultimate deductibility of certain items is challenged by taxing authorities or when estimates used in determining valuation allowances

on deferred tax assets significantly change or when receipt of new information indicates the need for adjustment in valuation allowances

Additionally 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 amounts reported in the

consohdated financial statements in the year these changes occur

Employee Benefit Plans

Certain subsidiaries of the Holding Company sponsor and/or administer pension and other postretirement benefit plans covering

employees who meet specified eligibility requirements The obligations and expenses associated with these plans require an extensive

use of assumptions such a-s the discount rate expected rate of return on plan Łssets 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 andmortality In

consultation with our external consulting actuarial firms we determine these assUmptions based upon variety of factors such as historical

performance 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 differences may have significant effect on the Company consolidated financial statements and liquidity

Litigation Contingencies

The Company is party to number of legal actions and is involved in number of regulatory investigations Given the inherent

unpredictability of these matters it is difficult to estimate the impact on the Companys financial position Liabilities are established when it is

probable that loss has been incurred and the amount of the loss can be reasonably estimated Liabilities related to certain lawsuits including

the Company asbestos related liability are especially difficult to estimate due to the limitation of available data and uncertainty regarding

numerous variables that can affect
liability estimates The data and variables that impact the assumptions used to estimate the Companys

asbestos related liability include the number of future claims the cost to resolve claims the disease mix and severity of disease in pending

and future claims the impact of the number of new claims filed in particular jurisdichon and variations in the law in the jurisdictions in which

claims are filed the possible impact of tort reform efforts the willingness of courts to allow 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 quarterly and annual basis the Company reviews relevant information with respect to liabilities for

litigation regulatory investigations and litigation related contingencies to be reflected in the Company consolidated financial statements It

is possible that an adverse outcome in certain of the Companys litigation and regulatory investigations including asbestos-related cases or

the use of different assumptions in the determination of amounts recorded could have material effect upon the Companys consolidated net

income or cash flows in particular quarterly or annual periods

Economic Capital

Economic capital is an internallydeveloped risk capital model the purpose of which is to measure the risk in the business and to provide

basis upon which capital is deployed The economic capital model accounts for the unique and specific nature of the risks inherent in our

businesses As part of the economic capital process portion of net investment income is credited to the segments based on the level of

allocated equity This is in contrast to the standardized regulatory-ABC formula which is not as refined in its risk calculations with- respect to

the nuances of our businesses
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Acquisitions and Dispositions

See Note of the Notes to the Consolidated Financial Statements

Risks Related to International Operations

International operations such as ours face various political legal operational economic foreign exchange and other risks We face the

risk of discriminatory regulation nationalization or expropriation of assets price controls and exchange controls or other restrictions that

prevent us from transferring funds among countries in which we operate or converting funds from one currency to another and fluctuating

exchange rates We may also encounter labor problems resulting from workers associations and trade unions In several countries including

Japan China and India we must manage our relationship with local business partners in orderto achieve our business objectives Because of

our considerable presence in Japan we face the risks as well as benefits from events and conditions such as economic demographic
political or environmental factors that may uniquely affect that country

Recent Developments

On March 2011 MetLife Inc issued and sold 68570000 shares of its common stock in public offering and ALICO Holdings
subsidiary of AIG sold in public offering 78239712 shares of MetLife Inc.s common stock which it received as consideration from
MetLife in connection with the Acquisition The gross proceeds for the sale of 146809712 common shares at $43.25 per share was
$6.4 billion of which MetLife received $3.0 billion Concurrent with the common stock offerings ALICO Holdings sold 40000000 common
equity units of MetLife Inc which it receivedfrom MetLife in connection with the Acquisition The Company used all of the proceeds from the

issuance of its 68570000 shares of common stock to repurchase and cancel 6857000 shares of MetLife convertible preferred stock
received by ALICO Holdings from MetLife in connection with the Acquisiton The Company did not receive any of the proceed from the sale

of the 78239712 shares of comrton stock or 40000000 common equity units owned by ALICO Holdings
The transactions allowed for an orderly disposition of the MetLife Inc securities owned by AIG As result of the transactions AIG has sold

all of its holdings of MetLife Inc securities it received in the Acquisition In connection with these transactions the Company waived certain

provisions of the Investor Rights Agreement that the Company and ALICO Holdings entered into at the time of the Acquisition Among other

things the Investor Rights Agreement required ALICO Holdings to hold specified amounts of MetLife Inc securities for certain designated
periods of time

As the scope and scale of the disaster in Japan continue to unfold after the March 11 2011 earthquake off the coast of Honshu MetLife

maintains focus on the safety of its associates and their families and helping its business in Japan deliver on its promises to its customers
and business partners Our business in Japan isdpen operating and meeting the needs of our customers there Although it is premature to

draw any conclusions about the effect of the earthquake and ensuing events on MetLifes business in Japan if any MetLife continues to

monitor the situation in the region for its employees customers and operations
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Results of Operations

31031

4925

137

3343

2801
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11658 _____ _____

48759
_______ _______
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2777

________ ________

2786

_______ _______

2790

122
_______ _______

Unless otherwise stated all amounts discussed below are net of income tax

During the year ended December31 2010 income loss from continuing operations net of income tax increased $5.1 billion to gain of

$2.8 billion from loss of $2.3 billion in 2009 of which $2 million in losses was from the inclusion of one month of ALICO results in 2010 The

change was predominantly due to $3.0 billion favorable change in net derivative gains losses and $1 .6 billion favorable change in net

investment gains losses Offsetting these favorable variances totaling $4.6 billion were unfavorable changes in adjustments related to net

derivative and net investment gains losses of $514 million net of income tax principally associated with DAC and VOBA amortization

resulting in total favorable variance related to net derivative and net investment gains losses net of related adjustments and income tax of

$4.1 billion

We manage our investment portfolio using disciplined Asset/Liability Management ALM principles focusing on cash flow and duration

to support our current and future liabilities Our intent is to match the timing and amount of liability cash outflows with invested assets that have

cash inflows of comparable timing and amount while optimizing net of income tax risk-adjusted net investment income and risk-adjusted

total return Our investment portfolio is heavily weighted toward fixed income investments with over 80% of our portfolio invested in fixed

maturity securities and mortgage loans These securities and loans have varying maturities and other characteristics which cause them to be

generally well suited for matching the cash flow and duration of insurance liabilities Other invested asset classes including but not limited to

equity securities other limited partnership interests and real estate and real estate joint ventures provide additional diversification and
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Year Ended December 31 2010 compared with the Year Ended December 31 2009

We have experienced growth and an increase in market share in several of our businesses which together with improved overall market

conditions compared to conditions year ago positively impacted our results most significantly through increased net cash flows improved

yields on our investment portfolio and increasedpclicy fee income Sales of our domestic annuity products were up 14% driven by an

increase in variable annuity sales compared with the prior year We benefited in 2010 from strong sales of structured settlement products

Market penetration continues in our pension closeout business in the U.K however although improving our dortiestic pension closeout

business has been adversely impacted by combination of poor equity returns and lower interest rates High levels of unemployment

continue to depress growth across our group insurance businesses due to lower covered payrolls Whilewe experienced growth in our group

life business sales of non-medical health and individual life products declined Sales of new homeowner and auto policies increased 11% and

4% respectively as the housing and automobile markets have improved We experienced 30% increase in sales of retirement and savings

products abroad During 2010 mortgage refinancing activity continued to return to more moderate levels compared to the unusually high

levels exp8rienced in 2009

Years Ended
December31

2010 2009 Change Change

In millions

$27394

6037

17615

2328

392

265

52717

Revenues

Premiums

Universal life and investment-type product policy fees

Net investment income

Other revenues

Net investment gains losses

Net derivative gains losses

Total revenues

Expenses

Policyholder benefits and claims and policyholder dividends

Interest credited to policyholder account balances

Interest credited to bank deposits

Capitalization of DAC

Amortization of DAC and VOBA

Interest expense on debt

Other expenses

$26460

5203

14837

2329

2906

4866

41057

29986

4849

163

3019

1307

1044

11061

45391

4334

2015

2319
41

2278

32

2246
122

2368

934

834

2778

2514

4601

11660

1045

76

26

324

1494

506

597

3368

8292

3196

5096

32

5064

28

5036

5036

3.5%

16.0%

18.7%

86.5%

94.6%

28.4%

3.5%

1.6%

16 Oj%

10 7%

114.3%

48.5%

5.4%

7.4%

191.3%

158 6%

219 7%

78 0%

222 3%

87.5%

224 2%

212.7%

Total expenses

Income loss from continuing operations before provision for income tax

Provision for income tax expense benefit

Income loss from continuing operations net of income tax

Income loss from discontinued operations net of income tax

Net income loss

Less Net income loss attributable to noncontrolling interests

Net income loss attributable to MetLife Inc

Less Preferred stock dividends

Net income loss available to MetLife Inc.s common shareholders 2668



opportunity for long-term yield enhancement in addition to supporting the cash flow and duration objectives of our investment portfolio We
also use derivatives as an integral part of our management of the investment portfolio to hedge certain risks including changes in interest

rates foreign currencies credit spreads and equity market levels Additional considerations for our investment portfolio include current and

expected market conditions and expectations for changes within our specific mix of products and business segments In addition the general

account investment portfolio includes within trading and other securities contractholder-directed investments supporting Onit-linked variable

annuity type liabilities which do not qualify for reporting and presentation as separate account assets The returns on these investments

which can vary significantly period to period include changes in estimated fair value subsequent to purchase inure to contractholders and are

offset in earnings by corresponding change in policyholder account balances through interest credited to policyholder account balances

The composition of the investment portfolio of each business segment is tailored to the specific characteristics of its insurance liabilities

causing certain portfolios to be shorter in duration and others to be longer in duration Accordingly certain portfolios are more heavily

weighted in longer duration higher yielding fixed maturity securities or certain sub-sectors of fixed maturity securities than other portfolios

Investments are purchased to support our insurance liabilities and not to generate net investment gains and losses However pet

investment gains and losses are generated and can change significantly from period to period due to changes in external influences

including movements in interest rates foreign currencies credit spreads and equity markets counterparty specific factors such as financial

performance credit rating and collateral valuation and internal factors such as portfolio rebalancing that can generate gains and losses As

an investor in the fixed income equity security mortgage loan and certain other invested asset classes we are exposed to the above stated

risks which can lead to both impairments and crØditrelated losses

Freestanding derivatives are used to hedge certain investments and liabilities For those hedges not designated as accounting hedges

changes in these market risks can lead to the recognition of fair value changes in net derivative gains losses without an offsetting gain or loss

recognized in earnings for the item being hedged even though these are effective economic hedges Additionally we issue liabilities and

purchase assets that contain embedded derivatives whose changes in estimated fair value are sensitive to changes in market risks and are

also recognized in net derivative gains losses

The favorable variance in net derivative gains losses of $3.0 billion from losses of $3.2 billion in 2009 to losses of $172 million in 2010

was primarily driven by favorable change in freestanding derivatives of $4.4 billion comprised of $4.5 billion favorable change from losses

in the prior year of $4.3 billion to gains in the current year of $203 million and $123 million in ALICO freestanding derivative losses This

favorable variancewas partially offset by an unfavorable change in embedded derivatives primarily associated with variable annuity minimum

benefit guarantees of $1 .4 billion from gains in the prior year of $1 .1 billion to losses in the current year of $257 million net of $5 million in

ALICO embedded derivative gains

We use freestanding interest rate currency credit and equity derivatives to provide economic hedges of certain invested assets and

insurance liabilities including embedded derivatives within certain of our variable annuity minimum benefit guarantees The $4.5 billion

favorable variance in freestanding derivatives was primarily attributable to market factors including falling long-term and mid-term interest

rates stronger recovery in equity markets in the prior year than the current year greater decrease in equity volatility in the prior year as

compared to the current year strengthening U.S dollar and widening corporate credit spreads in the financial services sector Falling long-

term and mid-term interest rates in the current year compared to rising longterm and mid-term interest rates in the prior year had positive

impact of $2.6 billion on our interest rate derivatives $931 million of which is attributable to hedges of variable annuity minimum benefit

guarantee liabilities which are accounted for as embedded derivatives lnaddition stronger equity market recovery and lower equity market

volatility in the prior year as compared to the current year had positive impact of $1 .1 billion on our equity derivatives which we use to hedge

variable annuity minimum benefit guarantees U.S dollar strengthening had positive impact of $554 million on certain of ourforeign currency

derivatives which are used to hedge foreign-denominated asset and liability exposures Finally widening corporate credit spreads in the

financial services sector had positive impact of $221 million on our purchased protection credit derivatives

Certain variable annuity products with minimum benefit guarantees contain embedded derivatives that are measured at estimated fair

value separately from the host variable annuity contract with changes in estimated fair value reported in net derivative gains losses These

embedded derivatives also includean adjustment for nonperformance risk of the rIated liabilities carried at estimated fair value The

$1 .4 billion unfavorable change in embedded derivatives was primarily attributable to the impact of market factors including falling long-term

and mid-term interest rates changes in foreign currency exchange rates equity volatility and equity market movements Falling long-term and

mid term interest rates in the current year compared to rising long term and mid term interest rates in the prior year had negative impact of

$1.4 billion Changes in foreign currency exchange rates had hegative impact of $468 million Equity volatility decreased more in the prior

year than in the current year causing negative impact of $284 million and stronger recovery in the equity markets in the prior year than in

the current year had negative impact of $228 million The unfavorable impact from these hedged risks was partially offset by favorable

change related to the adjustment for nonperformance risk of $1 .2 billion from losses of $1 .3 billion in 2009 to losses of $62 million in 2010

This $62 million loss was net of $621 million loss related to refinement in estimating the spreads used in the adjustment for

nonperformance risk made in the second quarter of 2010 Gains on the freestanding derivatives that hedged these embedded derivative

risks largely offset the change in liabilities attributable to market factors excluding the adjustment for nonperformance risk which does not

have an economic impact on the Company

Improved or stabilizing market conditions acrossseveral invested asset classes and sectors as compared to the prior year resulted in

decreases in impairments and in net realized losses from sales and disposals of investments in most components of our investment portfolio

These decreases coupled with decrease in the provision for credit losses on mortgage loans due to improved market conditions resulted in

$1 .6 billion improvement in net investment gains losses

Income from continuing operations net of income tax for 2010 includes $138 million of expenses related to the acquisition and integration

of ALICO These expenses which primarily consisted of investment banking and legal fees are recorded in Banking Corporate Other and

are not.a component of operating earnings

As more fully
described in the discussion of performance measures above we use operating earnings which does not equate to income

loss from continuing operations as determined in accordance with GAAF to analyze our performance evaluate segment performance and

allocate resources Operating earnings is also measure by which senior managements and many other employees performance is

evaluated for the purpose of determining their compensation under applicable compensation plans We believe that the presentation of

operating earnings as we measure it for management purposes enhances the understanding of our performance by highlighting the results

of operations and the underlying profitability drivers of the business Operating earnings should not be viewed as substitute for GAAF

MetLife inc 19



mon shareholders

Year Ended December 31 2010

Income loss from continuing operations net of

income tax

Less Net investment gains losses

Less Net dehvative gains losses

Less Adjustments to continuing operations1

Less Provision for income tax expense benefit

Operating earnings

Less Preferred stock dividends

Operating earnings available to common
shareholders

Year Ended December 31 2009

income loss from continuing operations net of income tax Operating earnings available to common shareholders increased by $1 .5 billion

to $3.9 billion in 2010 from $2.4 billion in 2009

Reconciliation of income loss from continuing operations net of income tax to operating earnings available to corn-

Corporate Banking
Insurance Retirement Benefit Auto Corporate
Products Products Funding Home International Other Total

In millions

$1371 $813 $1002 $295 $131 $573 $2777

103 139 176 273 530 392
215 266 193 491 61 265

237 282 143 427 178 981

31 49 44 268 254 401

$1321 $739 920 $300 $792 58 4014

122 122

$180 $3892

$321

41
39

$322

$280

105

798

206

366

$463

$733

269

474

16
354

328

Corporate Banking
Insurance Retirement Benefit Auto Corporate
Products Products Funding Home International Other Total

In millions

Income loss from continuing operations net of

income tax 418 628 581 $2319
Less Net investment gains losses 472 533 486 2906
Less Net derivative gains losses 786 1426 421 4866
Less Adjustments to continuing operations1 139 519 125 283

Less Provision for income tax expense benefit 837 504 621 2683

Operating earnings $1142 308 580 2487

Less Preferred stock dividends 122 122

Operating earnings available to common
shareholders $450 2365

See definitions of operating revenues ad operating expenses for the components of such adjustments

Reconciliation of GAAP revenues to operating revenues and GAAP expenses to operating expenses

Year Ended December 31 2010

Corporate Banking
Insurance Retirement Benefit Auto Corporate
Products Products Funding Home International Other Total

In millions

Total revenues $26 451 $6 881 $7 540 $3 146 $6 794 $1 905 $52 717

Less Net investment gains losses 103 139 176 273 530 392
Less Net derivative gains losses 215 266 193 491 61 265
Less Adjustments related to net investment gains

losses and net derivative gains losses

Less Other adjustments to revenues1 144 248 193 44 449 294

Total operating revenues $26276 $6724 $7364 $3154 $7514 $2047 $53079

Total expenses $24338 $5622 $5999 $2781 $6987 $3032 $48759

Less Adjustments related to net investment gains

105565 and net derivative gains losses 90 35 18

Less Other adjustments to expenses1 50 478 627 1158

Total operating expenses $24244 $5588 $5949 $2781 $6516 $2405 $47483
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Year Ended December 31 2009

Corporate Banking
Insurance Retirement Benefit Auto Corporate
Products Products Funding Home International Other Total

In millions

Total revenues $23483 $3725 $5486 $3113 $4383 867 $41057

Less Net investment gains losses 472 533 1486 41 105 269 2906
Less Net derivative gains losses 786 1426 421 39 798 474 4866
Less Adjustments related to net investment gains

losses and net derivative gains losses 27 27
Less Other adjustments to revenues1 74 219 188 169 22 252

Total operating revenues $25842 $5903 $7205 $3115 $5455 $1588 $49108

Total expenses $24165 $4690 $6400 $2697 $4868 $2571 $45391

Less Adjustments related to net investment gains

losses and net derivative gains losses 39 739 700

Less Other adjustments to expenses1 63 37 38 138

Total operating expenses $24 127 428 337 $2 697 $4 831 $2 533 $45 953

See definitions of operatng revenues and operating expenses for the components ofsuch adjustments

Unless otherwise stated all amounts disoussed below are net of inoome tax and are on oonstant ourrenoy basis The oonstant currenoy

basis amounts for both periods are oalculated using the average foreign ourrenoy exohange rates of 2010

The improvement in the financial markets was the primary driver of the increase in operating earnings as evidenoed by higher net

investment income and an increase in average separate account balances which resulted in an increase in policy fee income Interest rate

and equity market changes resulted in decrease in variable annuity guarantee benefit costs Partidily offsetting this improvement was an

increase in amortization of DAC VOBA and DSi The increase in operating earnings also includes the positive impact of changes in foreign

currency exchange rates in 2010 This improved reported operating earnings by $38 million for 2010 compared to 2009 Excluding the impact

of changes in foreign currency exchange rates operating earnings increased $1 billion from the prior period Furthermore the 2010 period

also includes one month of ALICO results contributing $1 14 million to the increase in operating earnings The current period also benefited

from the dividend scale reduction in the fourth quarter of 2009 The improvement in 2010 results compared to 2009 was partially offset by

decline in residential mortgage loan production and the prior period impact of pesification in Argentina

In addition to $133 million increase due to the inclusion of ALICO results net investment income increased by $792 million from higher

yields and $515 million from growth in average invested assets Yields were positively impacted by the effects of stabilizing real estate markets

and recovering private equity markets year over year on real estate joint ventures and other limited partnership interests and bythe effects of

continued repositioning of the accumulated liquidity in our portfolio to longer duration and higher yielding investments including investment

grade corporate fixed maturity securities Growth in our investment portfolio was primarily due to positive net cash flows from growth in our

domestic individual and group life businesCes as well as certain international businesses increased bank deposits higher cash collateral

balances received from our derivative counterparties as well as the temporary investment of proceeds from the debt and common stock

issuances in anticipation of the Acquisition With the exception of the cash flows from such securities issuances which were temporarily

invested in lower yielding liquid investments we continued to reposition the accumulated liquidity in our portfolio to longer duration and higher

yielding investments

Since many of our products are interest spread-based higher net investment income is typically offset by higher interest credited

expense However interest credited expense including amounts reflected in policyholder benefits and claims decreased $147 million

primarily in cur domestic funding agreement business which experienced lower average crediting rates combined with lower average

account balances Our fixed annuities business also experienced lower crediting rates Certain crediting rates can move consistently with the

underlying market indices primarily the London Inter-Bank Offer Rate LIBOR which were lower than the prior year Theimpact from the

growth in our structured settlement long-term care and disability businesses partially offset those decreases in interest credited expense

significant increase in average separate account balances is largely attributable to favorable market performance resulting from

improved market conditions since the second quarter of 2009 and positive net cash flows from the annuity business This resulted in higher

policy fees and other revenues of $471 million most notably in our Retirement Products segment The improvement in fees is partially offset

by greater DAC VOBA and DSI amortization of $377 million Policy fees are typically calculated as percentage of the average assets in the

separate accounts DAC VOBA and DSI amortization is based on the earnings of the business which in the retirement business are derived

in part from fees earned on separate account balances portion of the increase in amortization was due to the impact of higher current year

gross margins primary component in the determination of the amount of amortization for our Insurance Products segment mostly in the

closed block resulting from increased investment yields and the impact of dividend scale reductions

There was $59 million decrease in variable annuity guaranteed benefit costs Costs associated with our annuity guaranteed benefit

liabilities hedge programs and reinsurance programs are impacted by equity markets and interest rate levels to varying degrees While 2010

and 2009 both experienced equity market improvements the improvement in 2009 was greater interest rate levels declined in the current

year and increased in the prior year Annuity guaranteed benefit liabilities net of decrease in paid claims increased benefits by $93 million

primarily from our annual unlocking of assumptions related to these liabilities The hedge and reinsurance programs which are used to mitigate

the risk associated with these guarantees produced losses in both periods but the losses in the prior period were more significant due to the

2009 equity market recovery The change in hedge and reinsurance program costs decreased by $152 million These hedge and reinsurance

programs which are key part of our risk management strategy performed as anticipated

The reduction in the dividend scale in the fourth quarter of 2009 resulted in $109 million decrease in policyholder dividends in the

traditional life business in the current period
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Claims experience varied amongst our businesses with net unfavorable impact of $153 million to operating earnings compared to the

prior year We had unfavorable claims experience in our Auto Home segment primarily due to increased catastrophes Our Insurance

Products segment experienced mxed claims experience with net unfavorable impact We experienced less favorable mortality experience

in our Corporate Benefit Funding segment despite favorable experience in our structured settlements business

$15.2 billion decline in residential mortgage loan production resulted in $131 million decrease in operating earnings $32 million of

which is reflected in net investment income from lower investment levels with the remainder largely attributable to reduction in fe income

The increase in the serviced residential mortgage loan portfolio improved operating earnings by $41 million including $23 million of costs

associated with investment and growth in our banking business as discussed below

Interest expense increased $64 million primarily as result of the full year impact of debt issuances in 2Q09 and of senior notes and debt

securities issued in anticipation of the Acquisition partially offset by the impact of lower interest rates on variable rate collateral financing

arrangements

In addition to $269 million increase associated with the Acquisition operating expenses increased due to the impact of $95 million

benefit recorded in the prior period related to the pesification in Argentina as well as an $83 million increase related to the investment and

growth in ouf international and banking businesses In addition the current period includes $14 million increase in charitable contributions

and $13 million of costs associated with the integration of ALICO Offsetting these increases was $76 million reduction in discretionary

spending such as consulting rent and postemployment related costs In addition we experienced $47 million decline in market driven

expenses primarily pension and post retirement benefit costs Also contributing to the decrease wa8 $35 milion reduction in real estate-

related charges and $15 million of lower legal costs

Income tax expense for the year ended December 31 2010 was $1 81 million or 30% of income from continuing operations before

provision for income tax compared with income tax benefit of $2015 million or 47% of the loss from continuing operations before benefit for

income tax for the comparable 2009 period The Companys 2010 and 2009 effective tax rates differ from the U.S statutory rate of 35%

primarily due to the impact of certain permanent tax differences including non-taxable investment income and tax credits for investments in

low income housing in relation to income loss from continuing operations before income tax as well as certain foreign permanent tax

differences

The 2010 period includes $75 million of charges related to the Patient Protection and Affordable Care Act and the Health Care and

Education Reconciliation Act of 2010 together the Health Care Act The Federal government currently provides Medicare Part subsidy

The Health Care Act reduced the tax deductibility of retiree health care costs to the extent of any Medicare Part subsidy received beginning

in 2013 Because the deductibility of future retiree health care costs is reflected in our financial statements the entire future impact of this

change in law was required to be recorded as charge in the period in which the legislation was enacted Changes to the provision for income

taxes in both periods contributed to an increase in operating earnings of $86 million for our International segment resulting from $34 million

unfavorable impact in 2009 due to change in assumption regarding the repatriation of earnings and benefit of $52 million in the current year

from additional permanent reinvestment of earnings the reversal of tax provisions and favorable changes in liabilities for tax uncertainties In

addition in 2009 we had larger benefit of $71 million as compared to 2010 related to the utilization of tax preferenced investments which

provide tax credits and deducticns

Insurance Products

Operating Revenues

Premiums

Universal life and investment-type product policy fees

Years Ended December 31

2010 2009

In millions

Net investment income 6068

Other revenues

$17200

2247

Change Change

Total opefating revenues

Operating Expenses

Policyholder benefits and dividends

Interest Credited to policyholder account balances

Capitalization of DAC

Amortization of DAC and VOBA

$17168 32

2281 34
5614 45

779 18

25842 434

Interest expense on debt

761

26276

19075

963

841

966

4080

24244

Other expenses

Total operating expenses

19111

952

873

36
11

32

Operating earnings

0.2%

1.5%

8.1%

2.3%

1.7%

2%
1.2%

3.7%

33.2%

83.3%

0%

0.5%

24.1%

15.7%

Provision for income tax expense benefit 711

725 241

4206 126

24127 117

573 138

1142 $1791321

Unless otherwise stated all amounts discussed below are net of income tax

The improvement in the global financial markets had positive impact on net investment income which contributed to the increase in

Insurance Products operating earnings In addition we experienced overall modest revenue growth in several of our businesses despite this

challenging environment High levels of unemployment continue to depress growth across most of our group insurance businesses due to

lower covered payrolls Growth in our group life business was dampened by decline in our non-medical health and individual life businesses

However our dental business benefited from higher enrollment and pricing actions partially offset by lower persistency and the loss of

existing subscribers driven by high unemployment This business also experienced more stable utilization and benefits costs in the current
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year The revenue growth from our dental business was more than offset by decline in revenues from our disability business mainly due to

net customer cancellations changes in benefit levels and lower covered Hves Our long-term care revenues were fIat year over year

concurrent with the discontinuance of the sale of this coverage at the end of 2010 In our individual life business the change in revenues was

suppressed by the impact of benefit recorded in the prior year related to the positive resolution ot certain legal matters Excluding this

impact the traditional life business experienced 8% growth in our open block of business The expected run-off of our closed block more than

offset this growth

The significant components of the $179 million increase in operating earnings were an improvement in net investment income and the

impact of reduction in dividends to certain policyholders coupled with lower expenses These improvements were partially offset by an

increase in DAC amortization as well as net unfavorable claims experience across several of our businesses

Higher net investment income of $295 million was due to $202 million increase from growth in average invested assets and $93 million

increase from higher yields Growth in the investment portfolio was attributed to an increase in net cash flows from the majority of our

businesses The increase in yields wad largely due to the positive effects of recovering private equity markets and stabilizing real estate

markets on other limited partnership interests and real estate joint ventUres To manage the needs of our intermediate to longer-term liabilities

our portfolio consists primarily of investment grade corporate fixed mAturity securities mortgage loans structured finAnce secUrities

comprised of mortgage and asset-backed securities and U.S Treasury agency and government guaranteed fixed maturity securities and to

lesser extent certain other invested asset classes including other limited partnership interests real estate loint ventures and other invested

assets which provide additional diversification and opportunity for long term yield enhancement

The increase in net investment income was partially offset by $36 million increase in interest credited on long duration contracts which is

reflected in the change in policyholder benefits and dividends primarily due to growth in future policyholder benefits in our long term care and

disability businesses

Other expenses decreased by $82 million largely due to decrease of $40 million from the impact of market conditions on certain

expenses such as pension and post retirement benefit costs In addition decrease in information technology expenses of $29 million

contributed to the improvement in operating earnings decrease in variable expenses such as commissions and premium taxes further

reduced expenses by $1 million portion of which is offset by DAC capitalization

The reduction in the dividend scale in the fourth quarter of 2009 resulted in $109 million decrease in policyholder dividends in the

traditional life business in the current year

Claims experience varied amongst Insurance Products businesses with net unfavorable impact of $42 million to operating earnings We

experienced excellent mortality results in our group life business due to decrease in severity as well as favorable reserve refinements in the

current year In addition an improvement in our long term care results was driven by favorable claim experience mainly due to higher

terminations and less claimants in the current year coupled with the impact of unfavorable reserve refinements in the prior year Our improved

dental results were driven by higher enrollment and pricing actions as well as improved claim experience in the current year The impact of this

positive experience was surpassed by solid but less favorable mortality in our individual life business combined with higher incidence and

severity of group disability claims in the current year and the impact of gain from the recapture of reinsurance arrangement in the prior year

Higher DAC amortization of $157 million was primarily driven by the impact of higher gross margins primary component in the

determination of the amount of amortization mostly in the closed block resulting from increased investment yields and the impact of dividend

scale reductions In addition the net impact of various model refinements in both the prior and current year increased DAC amortization

Certain events reduced operating earnings including the impact of benefit being recorded in the prior year of $1 million related to the

positive resolution of certain legal matters and an increase in current income tax expense of $27 million resulting from an lOcrOase in our

effective tax rate

Retirement ProdUcts

Years Ended December31

2010 2009 Change Change

In millions

Operating Revenues

Premiums 875 920 45 4.9%

Universal life and investment-type product policy fees 2234 1712 522 30.5%

Net investment income 3395 3098 297 9.6%

Other revenues 220 173 47 27.2%

Total operating revenues 6724 5903 821 13.9%

Operating Expenses

Policyholder benefits and dividends 879 1950 71 3.6%

Interest credited to policyholder account balances 1612 1688 76 4.5%

Capitalization of DAC 1067 1067

Amortization of DAC and VOBA 724 424 300 70.8%

Interest expense on debt

Other expenses 2437 2433 0.2%

Total operating expenses 5588 5428 160 2.9%

Provision for income tax expense benefit 397 167 230 137.7%

Operating earnings 739 308 $431 139 9%

Unless otherwise stated all amounts discussed below are net of income tax

MetLife inc 23



During 2010 overall annuity sales decreased 5% compared to 2009 as declines in fixed annuity sales were partially offset by increased
sales of our variable annuity products The financial market turmoil in early 2009 resulted in extraordinarily high sales of fixed annuity products
in 2009 The high sales level was not expected to continue after the financial markets returned to more stable levels Variable annuity product
sales increased primarily due to the expansion of alternative distribution channels and fewer competitors in the market place Surrender rates

for both our variable and fixed annuities remained low during the current period as we believe our customers continue to value our products

compared to other alternatives in the marketplace

Interest rate and equity market changes were the primary driver of the $431 million increase in operating earnings with the largest impact
resulting from $370 million increase in policy fees and other revenues $193 million increase in net investment income and $59 million

decrease in variable annuity guarantee benefit costs offset by $204 million increase in DAC VOBA and DSI amortization and $39 million

increase in commission expense resulting from growth in annuity contract balances

signiticant increase in average separate account balances was largely attributable to favorable market performance resulting from

imlroved market conditions since the second quarter of 2009 and positive net cash flows from the annuity business This resulted in higher

poli.y fees and other revenues of $370 million partially offset by greater DAC VOBA and DSI amortization Policy fees are typically calculated

as percentage of the average assets in the separate account DAC VOBA and DSI amortization is based on the earnings of the business
which in the retirement business are derived in part from fees earned on separate account balances

Financial market improvements also resulted in the increase in net investment income of $193 million as $291 million increase from

higher yields was partially offset by $98 million decrease from decline in average invested assets Yields were positively impacted by the

effects of the continued repositioning of the accumulated liquidity in our investment portfolio to longer duration and higher yielding assets

including investment grade corporate fixed maturity securities Yields were also positively impacted by the effects of recovering private equity

markets and stabilizing real estate markets on other limited partnership interests and real estate joint ventures Despite positive net cash

flows reduction in the general account investment portfolio was due to the impact of more customers gaining confidence in the equity

markets and as result electing to transfer funds into our separate account investment options as market conditions improved To manage
the needs of our intermediate to longer-term liabilities our investment portfolio consists primarily of investment grade corporate fixed maturity

securities structured finance securities mortgage loans and U.S Treasury agency and government guaranteed fixed maturity securities

and to lesser extent certain other invested asset classes including other limited partnership interests real estate joint ventures and other

invested assets in order to provide additional diversification and opportunity for long-term yield enhancement
There was $59 million decrease in variable annuity guaranteed benefit costs in 2010 compared to 2009 Costs associated with our

annuity guaranteed benefit liabilities hedge programs and reinsurance programs are impacted by equity markets and interest rate levels to

varying degrees While the equity market improved in both 2010 and 2009 the improvement in 2009 was greater Interest rate levels declined

in the current year and increased in the prioryear Annuity guaranteed benefit liabilities net of decrease in paid claims increased benefits by
$93 million primarily from our annual unlocking of assumptions related to these liabilities The hedge and reinsurance programs which are

used to mitigate the risk associated with these guarantees produced losses in both periods but the losses in the prior period were more

significant due to the 2009 equity market recovery The costs related to our hedge and reinsurance programs decreased by $152 million in

2010 compared to 2009 These hedge and reinsurance programs which are key part of our risk management strategy performed as

anticipated

Interest credited expense decreased $49 million driven by lower average crediting rates on fixed annuities and higher amortization of

excess interest reserve due to one large case surrender in 2010 partially offset by growth in our fixed annuity policyholder account balances

Corporate Benefit Funding

Years Ended December 31

2010 2009 Change Change

In millions

Operating Revenues

Premiums 1938 2264 326 14.4%
Universal life and investment-type product policy fees 226 176 50 28.4%

Net investment income 4954 4527 427 9.4%

Other revenues 246 238 3.4%

Total operating revenues 7364 7205 159 2.2%

Operating Expenses

Policyholder benefits and dividends 4041 4245 204 4.8%
Interest credited to policyholder account balances ... 1445 1632 187 11 .5%

Capitalization of DAD 19 14 35.7%
Amortization of DAC and VOBA 16 15 6.7%

Interest expense on debt 100.0%

Other expenses 460 456 0.9%

Total operating expenses 5949 6337 388 6.1%

Provision for income tax expense benefit 495 288 207 71 .9%

Operating earnings 920 580 340 58.6%

Unless otherwise stated all amounts discussed below are net of income tax

Corporate Benefit Funding benefited in 201 Ofrom strong sales of structured settlement products and continued market penetration of our

pension closeout business in the United Kingdom U.K However structured settlement premiums have declined $174 million before

income tax from 2009 reflecting extraordinary sales in the fourth quarter of 2009 While market penetration continued in our pension closeout
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business in the U.K as the number of sold cases increased the average premium has declined resulting in decrease in premiums of

$216 million before income tax Although improving combination of poor equity returns and lower interest rates have contributed to

pension plans remaining underfunded both in the U.S and in the U.K which reduces our customers flexibility to engage in transactions

such as pension closeouts For each of these businesses the movement in premiums is almost entirely offset by the related change in

policyholder benefits The insurance liability that is established at the time we assume the risk under these contracts is typically equivalent to

the premium recognized

The $340 million increase in operating earnings was primarily driven by an improvement in net investment income and the impact of lower

crediting rates partially offset by the impact of prior period favorable liability refinements and less favorable mortality

The primary driver of the $340 million increase in operating earnings was higher net investment income of $278 million reflecting

$187 million increase from higher yields and $91 million increase in average invested assets Yields were positively impacted by the effects

of stabilizing real estate markets and recovering private equity markets on real estate joint vehtures and other limited partnership interests

hese improvements in yields were partially offset by decreased yields on fixed maturity securities due to the reinvestment of proceeds from

maturities and sales during this lower interest rate environment Growth in the investment portfolio is due to an increase in average

policyholder account balances and growth in the securities lending program To manage the needs of our longer-term liabilities our portfolio

consists primarily of investment grade corporate fixed maturity securities structured finance securities mortgage loans and US Treasury

agency and government guaranteed securities and to lesser extent certain other invested asset classes including other limited

partnership interests real estate joint ventures and other invested assets in order to provide additional diversification and opportunity for

long-term yield enhancement For our short-term obligations we invest primarily in structured finance securities mortgage loans and

investment grade corporate fixed maturity securities The yields on these short-term investments have moved consistently with the underlying

market indices primarily LIBOR and U.S Treasury on which they are based

As many ot our products are interest spread-based changes in net investment income are typically offset by corresponding change in

interest credited expense However interest credited expense decreased $122 million primarily related to our funding agreement business

as result of lower average crediting rates combined with lower average account balances Certain crediting rates can move consistently with

the underlying market indices primarily LIBOR which were lower than the prior year Interest credited expense related to the structured

settlement businesses increased $40 million as result of the increase in the average policyholder liabilities

Mortality experience was mixed and redUced operating earnings in 2010 by $26 million Less favorable mortality in our pension closeouts

and corporate owned life insurance businesses compared to 2009 was only slightly offset by favorable mortality experience in our structured

settlements business

Liability retinements in both the current and prior year resulted in $28 million decrease to operating earnings These were largely offset by

the impact of charge in the 2009 period related to refinement of reinsurance recoverable in the small business recordkeeping business

which increased operating earnings by $20 million

Auto Home

Years Ended December31

2010 2009 Change Change

In millions

Operating Revenues

Premiums $2923 $2902 $21 0.7%

Net investment income ..... 209 180 29 16.1%

Other revenues 22 33 11 33.3%

Total operating revenues 3154 3115 39 1.3%

Operating Expenses

Policyholder benefits and dividends 2021 1932 89 4.6%

Capitalization of DAC 448 435 13 3.0%
Amortization of DAC and VOBA 439 436 0.7%

Other expenses 769 764 0.7%

Total operating expenses 2781 2697 84 3.1%

Provision for income tax expense benefit 73 96 23 24.0%

Operating earnings 300 322 $22 6.8%

Unless otherwise stated all amounts discussed below are net of income tax

The improving housing and automobile markets have provided opportunities that led to increased new business sales for both

homeowners and auto policies in 2010 Sales of new policies increased 11% for our homeowners business and 4% for our auto business

in 2010 compared to 2009 Average premium per policy also improved in 2010 over 2009 in our homeowners businesses but remained flat in

our auto business

The primary driver of the $22 million decrease in operating earnings was unfavorable claims experience partially offset by higher net

investment income and increased premiums

Catastrophe-related losses increased by $58 million compared to 2009 due to increases in both the number and severity of storms

Current period claim costs decreased $19 million as result of lower frequencies in both our auto and homeowners businesses however this

was partially offset by $13 million increase in claims due to higher severity in our homeowners business Also contributing to the decline in

operating earnings was an increase of $7 million in loss adjusting expenses primarily related to decrease in our unallocated lossadjusting

expense liabilities at the end of 2009
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The impact of the items discussed above can be seen in the unfavorable change in the combined ratio including catastrophes increasing

to 94.6% in 2010 from 92.3% in 2009 and the favorable change in the combined ratio excluding catastrophes decreasing to 88.1% in 2010

from 88.9% in 2009

$19 million increase in net investment income partially offset the declines in operating earnings discussed above Net investment income

was higher primarily as result of an increase in average invested assets including changes in allocated equity partially offset by decrease

in yields This portfolio is comprised primarly of high quality municipal bonds

The increase in average premium per policy in our homeowners businesses improved operating earnings by $10 million as did an increase

in exposures which improved operating earnings by $1 million Exposures are primarily each automobile for the auto line of business and each

residence for the property line of business Also improving operating earnings through an increase in premiums was $5 million reduction in

reinsurance costs

The
slight increase in other expenses was more than offset by an $8 million increase in DAC capitalization resulting primarily from

increased premiums written

In addition first quarter 2010 write-off of an equity interest in mandatory state underwriting pool required by change in legislation and

decrease income from retroactive reinsurance contract in run-off both of which were recorded in other revenubs drove $7 million

decrease in operating earnings Auto Home also benefited from lower effective tax rate which improved operating earnings by $8 million

primarily as result of tax free interest income representing larger portion of pre-tax income

International

Years Ended December31

2010 2009 Change %Change

In millions

Operating Revenues

Premiums $4447 $3187 $1260 395%

Universal life and investment-type product policy fees 1329 1061 268 25.3%

Net investment income 1703 1193 510 42.7%

Other revenues 35 14 21 150.0%

Total operating revenues 7514 5455 2059 37.7%

Operating Expenses

Policyholder benefits and dividends 3723 2660 1063 40.0%

Interest credited to policyholder account balances 683 581 102 17.6%

Capitalization of DAC 968 630 338 53.7%
Amortization of DAC and VOBA 537 415 122 29.4%

Interest expense on debt 62.5%
Other expenses 2538 1797 741 41.2%

Total operating expenses 6516 4831 1685 34.9%

Provision for income tax expense benefit 206 161 45 28.0%

Operating earhings 792 463 329 71.1%

Unless otherwise stated all amounts discussed below are net of income tax and are on Æonstant currency basis The constant currency
basis amounts for both periods are calculated using the average foreign currency exchange rates for 2010

The improvement in the global financial markets has resulted in continued growth with 24% increase in sales in fhe current period

compared to the prior period excluding the results of our Japan joint venture Retirement and savings sales increased 30% driven by strong

annuity universal life and pension sales in Europe Mexico Chile South Korea and China In our Europe and the Middle East operations sales

of annuities and universal life products remained strong more than doubling from the prior year partially offset by lower pension and variable

universal life sales in India due to the loss of major distributor as well as lower credit life sales Our Latin America operation experienced an

overall increase in sales resulting from solid growth in pension and universal life sales in Mexico and an increase in fixed annuity sales in Chile

due to market recovery slightly offset by lower bank sales in Brazil resulting from incentives offered in the prior year Sales in our Asia Pacific

operation excluding the results of our Japan joint venture increased primarily due to higher variable universal life sales in South Korea slightly

offset by the decline in annuity sales and strong bank channel sales in China We have experienced lower sales in Taiwan following The

announcement of the planned sale of this business While the third partys application for approval of the sale of our Taiwan affiliate was

rejected by the Taiwan Financial Supervising Commission the Company continues to explore strategic options with respect to this affiliate

Reported operating earnings increased by $329 million over the prior year The positive impact of changes in foreign currency exchange

rates improved reported earnings by $38 million for 2010 compared to 2009 Excluding the impact of changes in foreign currency exchange

rates operating earnings increased $291 million or 58% Reported operating earnings reflect the operating results of ALICO from the

Acquisition Date through November 30 2010 which contribut8d $1 14 million to our 2010 operating earnings As previously noted ALICOs

accounting year-end is November 30 therefore Internationals results for the year include one month of ALICO results

Changes in assumptions for measuring the impact of inflation on certain inflatiomindexed fixed maturity securities increased operating

earnings by $124 million Changes to the provision for income taxes in both periods contributed to an increase in operating earnings of

$86 million resulting from $34 million unfavorable impact in 2009 from change in assumption regarding the repatriation of earnings and

benefit $52 million in the current year from additional permanent reinvestment of earnings the reversal of tax provisions and favorable

changes in liabilities for tax uncertainties Business growth in our Latin America operation contributed to an increase in operating earnings

Operating earnings in Mexico increased $56 million from growth in our institutional and individual businesses partially offset by the impact of

unfavorable claims experience of $26 million Higher investment yields resulting from portfolio restructuring was the primary driver in Argentina
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contributing $23 million to the improvement in operating earnings Indias results benefited by $10 million primarily due to lower expenses

resulting from the loss of major distributor and slower growth resulting from market conditions

Partially offsetting these increases is the impact ot pesification in Argentina which favorablyimpacted 2009 reported earnings by

$95 million This prior period benefit was due to liability release resulting from reassessment of our approach in managing existing and

potential future claims related to certain social security pension annuity contractholders inArgentina In addition operating earnings in

Australia were lower by $9 million which was primarily due to write-off of DAC attributable to change in product feature in the current

eriod
In addition to $133 million increase due to the inclusion of ALICO results net investment income increased $102 million from growth in

average invested assets and $88 million trom improved yields Growth in average invested assets reflects growth in our businesses Improved

yields reflects the impact of increased inflation primarily in Chile as well as the impact of changes in assumptions for measuring the effects of

inflation on certain inflation-indexed fixed maturity securities The increase in net investment income from higher inflation was offset by ah

increase in the related insurance liabilities due to higher inflation Although diversification into higher yielding investments had positive

impact on yields this was partially offset by decreased trading and other securities results driven by stronger recovery in equity markets in

2009 compared to 2010 primarily in Hong Kong and by decrease in the results of our operating joint ventures The reduction in net

investment income from our trading portfolio is entirely offset by corresponding decrease in the interest credited on the related

contractholder account balances and therefore had no impact on operating earnings

In addition toe $269 million increase associated with the Acquisition operating expenses increased due to the impact of the pesification in

Argentina noted above as well as current period business growth in South Korea Brazil and Mexico which resulted in $93 million of

increased commissions and compensation These increases were partially offset by $33 million of lower commissions and business

expenses in India

Banking Corporate Other

Years Ended December31

2010 2009 Change Change

In millions

Operating Revenues

Premiums 11 19 42.1%

Net investment income 992 477 515 108.0%

Other revenues 1044 1092 48 4.4%

Total operating revenues 2047 1588 459 28.9%

Operating Expenses

Policyholder benefits and dividends 14 18 450.0%

Interest credited to bank deposits 137 163 26 16 0%
Amortization of DAC and VOBA 66.7%

Interest expense on debt 1126 1027 99 9.6%

Other expenses 1155 1336 181 3.5%

Total operating expenses 2405 2533 128 5.1%

Provision for income tax expense benefit 300 617 317 51 4%

Operating earnings 58 328 270 82.3%

Less Preferred stock dividends 122 122

Operating earnings available to common shareholders 180 450 $270 60.0%

Unless otherwise stated all amounts discussed below are net of income tax

During 2010 mortgage refinancing activity continued to return to more moderate levels compared to the unusually high levels experienced

in 2009 Consistent with these market conditions we experienced $15.2 billion decline in residential mortgage production during 2010

while our serviced residential mortgage loans increased $20.1 billion which includes $1 6.5 billion purchase from FDIC receivership bank

in the third quarter of 2010 and net sale of $4.8 billion to FNMA in the second quarter of 2010 Servicing run-off of existing business slowed

to 18.2% in 2010 compared with 19.6% in 2009

The Holding Company completed four debt financings in August 2010 in anticipation of the Acquisition issuing $1.0 billion of 2.375% senior notes

$1.0 billion of 4.75% senior notes $750 million of 5.875% senior notes and $250 million of floating rate senior notes The Holding Company also issued debt

securities which are part of the $3.0 billion stated value of common equity units The proceeds from these debt issuances were used to finance the Acquisition

The Holding Company completed three debt issuances in 2009 in response to the economic crisis issuing $397 million of floating rate senior notes in March

2009 $1.3 billion of senior notes in May 2009 and $500 million of junior
subordinated debt securities in July 2009 The proceeds from these debt issuances

were used for general corporate purposes

Operating earnings available to common shareholders and operating earnings which excludes preferred stock dividends each increased

$270 million primarily due to an increase in net investment income and reduction in operating expenses partially offset by decline in

mortgage banking revenues decrea0e in tax benefit and an increase in interest expense resulting from the debt issuances noted above

Net investment income increased $335 million reflecting an increase of $189 million due to higher yields and an increase of $146 million

frOm growth in average invested assets Yields were positively impacted by the effects of recovering private equity markets and stabilizing real

estate markets on other limited partnership interests and real estate joint ventures This was partially
offset by lower fixed maturities yields

which were adversely impacted by the reinvestment of proceeds from maturities and sales during this lower interest rate environment and from

decreased trading and other securities results due to stronger recovery in equity markets in 2009 as compared to 2010 In addition due to

the lower interest rate environment in the current year less net investment income was credited to the segments in 2010 compared to 2009

Growth in average invested assets was primarily due to an increase in bank deposits higher cash collateral balances received from our
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derivative counterparties and the temporary investment of the proceeds from the debt and common stock issuances in anticipation of the

Acquisition Our investments primarily include structured finance securities investment grade corporate fixed maturities mortgage loans and

U.S Treasury agency and government guaranteed fixed maturity securities In addition our investment portfolio includes the excess capital

not allocated to the segments Accordingly it includes higher allocation of certain other invested asset classes to provide additional

diversification and opportunity forlong-term yield enhancement including leveraged leases other limited partnership interests real estate
real estate joint ventures trading securities and equity securities

Banking Corporate Other benefited in 2010 from $76 million reduction in discretionary spending such as consulting and postemployment
related costs $35 million decrease in real estate-related charges and $15 million of lower legal costs Other expenses also include $48 million

decrease in commissions as result of the decline in residential mortgage loan production discussed below These savings were partially offset by

$14 million increase in charitable contributions The current year also included $44 million of internal resource costs for associates committed to the

Acquisition and $23 million increase in expenses associated with expanding the infrastructure of our banking business Additionally the positive

resolution of certain legal matters increased operating earnings by $27 million

The $152 billion decline in residential mortgage loan production resulted in a$131 million decrease in operating earnings $32 million of

which is reflected in net investment income with the remainder largely attributable to reduction in fee income The increase in the serviced

residential mortgage loan portfolio improved operating earnings by $41 million despite the increased infrastructure expenses discussed

above

Maturing time deposits and the need for liquidity in the lower interest rate environment of 2010 resulted in $17 million decrease in interest

credited to bank deposits despite growth of $1 .7 billion in deposits

Interest expense increased $64 million primarily as result of the debt issuances 102009 and the senior notes and debt securities issued in

anticipation of the Acquisition partially offset by the impact of lower interest rates on variable rate collateral financing arrangements

The 2010 period includes $75 million of charges related to the Health Care Act The Federal government currently provides Medicare

Part subsidy The Health Care Act reduced the tax deductibility of retiree health care costs to the extent of any Medicare Part subsidy

received beginning in 2013 Because the deductibility of future retiree health care costs is reflected in our financial statements the entire

futureimpact of this change in law was reuired to be recorded as charge in the period in which the legislation was enacted As result we

incurred $75 million charge in the first quarter of 2010 The Health Care Act also amended Internal Revenue Code Section 162m as result

of which MetLife was initially considered healthcare provider as defined and would be subject to limits on tax deductibility of certain types of

compensation InDecember 2010 the Internal Revenue Service issued Notice 2011-2 which clarified that the executive compensation
deduction limitation included in the Health Care Act did not apply to insurers like MetLife selling de minimis amounts of health care coverage
As result in the fourth quarter of 2010 we reversed $18 million of previously recorded taxes for 2010 In 2009 Banking Corporate Other

received larger benefit of $36 million as compared to 2010 related to the utilization of tax preferenced investments which provide tax credits

and deductions

Results of Operations

Year Ended December 31 2009 compared with the Year Ended December 31 2008

Unfavorable market bonditions continued through 2009 providing challenging business environment The largest and most significant

impact continued to be on our investment portfolio as declining yields resulted in lower net investment income Market sensitive expenses
were also negatively impacted by the market conditions as evidenced by an increase in pension and postretirement benefit costs Higher

levels of unemployment continued to impact certain group businesses as decrease in covered payrolls reduced growth Our auto and

homeownersbusiness was impacted by declining housing market the deterioration of the new auto sales market and the continuation of

credit availability issues all of which contributed to decrease in insured exposures Despite the challenging business environment revenue

growth remained solid in the majority of our businesses
flight to quality during the year contributed to an improvement in sales in both our

domestic fixed and variable annuity products We also saw an increase in market share especially in the structured settlement business

where we experienced an increase of 53% in premiums An improvement in the global financial markets contributed to recovery of sales in

most of our international regions and resulted fl improved investment performance in some regions during the second half of 2009 We also

benefited domestically from strong residential mortgage refinance market and healthy growth in the reverse mortgage arena

Years Ended December 31

2009 2008 Change Change

In millions

Revenues

Premiums $26460 $25914 546 2.1%

Universal life and investment-type product policy fees 5203 5381 178 3.3%
Net investment income 14837 16289 1452 8.9%
Other revenues 2329 1586 743 46.8%

Net investment gains losses 2906 2098 808 38.5%
Net derivative gains losses 4866 3910 8776 224.5%

Total revenues 41057 50982 9925 19.5%

Expenses

Policyholder benefits and claims and policyholder dividends 29 986 29 188 798 7%
Interest credited to policyholder account balances 4849 4788 61 .3%

Interest credited to bank deposits 163 166 8%
Capitalization of DAC 3019 3092 73 2.4%

Amortization of DAC and VOBA 307 489 182 62 5%
Interest expense dn debt 1044 1051
Other expenses 11061 10333 728 70%

Total expenses 45391 45923 532 .2%
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Years Ended December 31

2009 2008 Change Change

In millions
Income loss from continuing operations before provision for income tax 4334 5059 9393 185.7%
Provision for income tax expense benefit 2015 1580 3595 227.5%

Income loss from continuing operationsnet of income tax 2319 3479 5798 166.7%
Income loss from discontinued operations net of income tax 41 201 242 120.4%

Net income loss 2278 3278 5556 169.5%
Less Net income loss attributable to noncontrolling interests 32 69 101 146.4%
Net income loss attributable to MetLife Inc 246 209 455 170 0%
Less Preferred stock dividends 122 125 4%
Net income loss available to MetLife Inc.s common shareholders $2368 3084 $5452 176.8%

Unless otherwise stated all amounts are net of income tax

During the year ended December31 2009 MetLifes income loss from continuing operations net of income tdx decreased $5.8 billion to

loss of $2 billion from income of $3 billion in the comparable 2008 period The year over year change was predominantly due to

$5 billion unfavorable change in net derivative gains losses to losses of $3 billion in 2009 from gains of $2 billion in 2008 and
$525 million unfavorable change in net investment gains losses Offsetting these unfavorable variances totaling $6 billion were favorable

changes in adjustments related to net derivative and net investment gains losses of $972 million net of income tax principally associated
with DAC and VOBA amortization resulting in total unfavorable variance related to net derivative and net investment gains losses net of

related adjustments and income tax of $5.2 billion

We manage our investment portfolio using disciplined ALM principles focusing on cash flow and duration to support our current and future

liabilities Our intent is to match the timing and amount of liability cash outflows with invested assets that have cash inflows of comparable

timing and amount while optimizing net of income tax risk-adjusted net investment income and risk-adjusted total return Our investment

portfolio is heavily weighted toward fixed income investments with over 80% of our portfolio invested in fixed maturity securities and mortgage
loans These securities and loan5have vOrying màtufitids and other charadteristics which cause them to be generally well suited for matching
the cash flow and duration of insurance liabilities Other invested asset classes including but not limited to equity securities other limited

partnership interests and real estate and real estate joint ventures provide additional diversification and opportunity for long-term yield

enhancement in addition to supporting the cash flow and duratiorj objectives of our investment portfolio We also use derivatives as an integral

part of our management of the investment portfolio to hedge certain risks including changes in interest rates foreign currencies credit

spreads and equity market levels Additional considerations for our investment portfolio include current and expected market conditionsand

expectations for changes within our unique mix of products and business segments
The composition of the investment portfOlio of each business segment is tailored to the unique characteristics of its insurance liabilities

cauding certain portfolios to be shorter in duration and others to be longer in duration Accordingly certain portfolios ae more heavily

weighted in fixed maturity securities or certain sub-sectors of fixed maturity securities than other portfolios

Investments are purchased to support our insurance liabilities and not to generate net investment gains and losses However net

investment gains and losses are generated and can change significantly from period to period due to changes in external influences including

movements in interest rates foreign currencies and credit spreads counterparty specific factors such aafinancial perforrhpnce credit rating

and collateral valuation and internal factors such as portfolio rebalancing that can generate gains and losses As an investor in the fixed

income equity security mortgage loan and certain other invested asset classes we are exposed to the above stated risks which can lead to

both impairments and credit-related losses

In addition to the above risk management strategies as an integral part of our management of the investment portfolio we use

freestanding derivtves to hedge market risks including changes in interest rates foreign currencies credit spreads and the equity market

We also use freestanding derivOtives to hedge these same risks in certain of our liabilities including variable annuity minimum benefit

guarantees For those hedges not designated as an accounting hedge changes in these market risks can lead to the recognition of fair value

changes in net derivative gains losses without an offsetting gain or loss recognized in earnings for the item being hedged even though these
are effective economic hedges Additionally we issue liabilities and purchase assets that contain embedded derivatives whose changes in

estimated fair value are sensitive to changes in market risks and are also recognized in net derivative gains losses
The unfavorable variance in net derivative gains losses of $5.7 billion from gains of $2.5 billion in 2008 to losses of $3.2 billion in 2009

was primarily driven by an unfavorable change in freestanding derivatives of $8.6 billion from gains in the prior period of $4.3 billionto losses in

the current period of $4 billion This unfavorable variance was partially offset by favorable change in embedded derivatives primarily

associated with variable annuity minimum benefit guarantees of $2 billion from losses in the prior period of $1 billion to gains in the current

period of $1.2 billion

The $8.6 billion unfavorable variance in freestanding derivatives was primarily attributable to marketfactors including rising interest rates

improving equity markets on equity options and futures decreased equity volatility weakening U.S dollar and narrowing credit spreads
Long-term and mid-term interest rates increased in the current period which caused negative impact of $4.4 billion on our interest rate

derivatives $1 .2 billion of which is attributable to hedges of variable annuity minimum benefit guarantees Equity markets improved whiI

equity volatility decreased in the current period which had net negative impact of $3.1 billionon our equity derivatives which we use to

hedge variable annuity minimum benefit guarantees Weakening of the U.S dollar in the current period had negative impact of $646 million

on certain foreign currency derivatives that are used to hedge foreign-denominated asset and liability exposures Narrowing corporate credit

spreads had negative impact of $453 million on our purchased protection credit derivatives

The variable annuity products with minimum benefit guarantees containing embedded derivatives are measured at fair value separately

from the host variable annuity contract with changes in estimated fair value reported in net derivative gains losses The estimated fair value

of these embedded derivatives also includes an adjustment for nonperformance risk of the related liabilities carried at estimated fair value The

$2.9 billion favorable change in embedded derivatives was primarily attributable to
rising interest rates improving equity market performance

decrease in equity volatility and weakening of the U.S dollar which was offset by the unfavorable change in the adjustment for
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nonperformance risk Both long-term and mid-term interest rates increased in the current period which had positive impact of $2.2 billion

lmprovin equity markets in the current eriod had positive impact of $1 .5 billion Lower equity market volatility in the current period

compared to the prior period had positive impact of $817 million and the weakening .S dollar had positive impact of $456 million The

favorable results from these hedged risks was partially offset by an unfavorable change related to the adjustment for nonperformance risk of

$3.2 billion from gains of $1.9 billion in 2008 to losses of $1 .3 billion in 2009 Gains on the freestanding derivatives that hedged these

embedded derivative risks more than offset the change in liabilities attributable to market factors excluding the adjustment for nonperfor

mance risk Finally there was favorable change of $1 .1 billion for all other unhedged risks on the variable annuity minimum benefit guarantee

liabilities

The $525 million unfavorable change in net investment gains losses was primarily attributable to higher net losses on mortgage loans and

other limited partnership interests The increase in losses on mortgage loans was principally due to increases in mortgage valuation

allowances resulting from weakening of the real estate market and other economic fundamentals The increase in losses on other limited

partnership interests was principally due to-higher impairments on certain cost method investments which experienced reduction in net

asset values of the underlying portfolio companies The underlying valuations of the portfolio companies have decreased due to the current

economic environment

As more fully
described in the discussion of performance measures above operating earnings is the measure of segment profit or loss we

use to evaluate performance and allocate resources Consistent with GAAF accounting guidance for segment reporting it is our measure of

performance as reported below Operating earnings is not determined in accordance with GAAP and should not be viewed as substitute for

GAAP income loss from continuing operations net of income tax We believe that the presentation of operating earnings enhances the

understanding of our performance by highlighting the results of operations and the underlying profitability drivers of the business Operating

earnings available to common shareholders decreased by $329 million to $2 billion in 2009 from $2 billion in 2008

Reconciliation of income loss from continuing operations net of income tax to operating earnings available to com
mon shareholders-

Year Ended December 31 2009

Corporate Banking
Insurance Retirement Benefit Auto Corporate
Products Products Funding Home International Other Total

In millions

Income loss from continuing operations net of

income tax ......................... 418 628 581 $321 $280 $733 $2319

Less Net investment gains losses 472 533 486 41 105 269 906

Les-s Net derivative gains losses .- 1786 1426 421 39 798 474 4866
Less Adlustments to continuing operations1 139 519 125 206 16 283

Less Provision for income tax expense benefit 837 504 621 366 354 683

Operating earnings 1142 308 580 -$322 $463 328 2487

Less Preferred stock dividends 122 122

Operating earnings available to-common

shareholders
_______

Year Ended December 31 2008

Income- loss from contiruing operations net of

-income tax $2195

Less Net investment gains losses 219

Less Net derivative gains losses 777

Less Adjustments to continuing operations1 193

Less Provision for income tax expense benefit 480
______

Operating earnings 1310
_____

$450 $2365

Banking
Corporate

Other Total

Corporate
Insurance Retirement Benefit Auto

Products Products Funding Home International

In millions

539 256 $275 $553 173 $3479

669 1682 89 91 1652 2098
842 219 45 260 705 910

622 82 52 17 664

______ 192 637 46 147 352 488

_____ 180 926 $363 $479 439 2819

Less Preferred stock dividends 125 125

Operating earnings available to common

shareholders 564 694

See definitions ot operating revenues and operating expenses tor the components of such adjustments
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Reconciliation of GAAP revenues to operating revenues and GAAP expenses to operating expenses

Year Ended December 31 2009

Corporate Banking
Insurance Retirement Benefit Auto Corporate
ProdUcts Products Funding Home International Other Total

In millions

$3725 $3113 $4383 867 $41057

533 41 105 269 2906
1426 39 798 474 4866

5486

1486

421

$23483

472

1786

27

74

$25842

$24165

27

169 22 252219

$5903

$4690

739

$5428

188

$7205

$6400

63

$6337

39

$24127

Total revenues

Less Net investment gains losses

Less Net derivative gains losses

Less Adjustments related to net investment gains

losses and net derivative gains losses

Less Other adjustments to evenues1

Total operating revenues

Total expenses

Less Adjustments related to net investment gains

losses and net derivative gains losses

Less Other adjustments to expenses1

Total operating expenses

Year Ended December 31 2008

Total revenues

Less Net investment gains losses

Less Net derivative gains losses

Less Adjustments related to net investment gains

losses and net derivative gains losses

Less Other adjustments to revenues1

Total operating revenues

Total expenses

Less Adjustments related to net investment gains

losses and net derivative gains losses

Less Other adjustments to expenses1

Total operating expenses

$5455

$4868

37

$4 831

$1588

$2571

38

$2533

$49108

$45391

700

138

$45953

Corporate
Insurance Retirement Benefit
Products Products Funding

$26754 $6487 $6700

1219 669 1682
2777 1842 219

$3115

$2697

$2697

Auto

Home

In millions

$3061

89

45

$3195

$2728

$2728

Banking
Corporate

International Other Total

$1979

1652

705

$50982

2098

3910

18

$25179

$23418

262

52

$23208

45

$5359

$5665

577

$5088

$6001

91
260

69

$5763

$5044

17

$5027

53

$8548

$7119

29

$7148

18

13 89

$1019 $49063

$1949 $45923

839

_______ ______ ______ ______ ______ 68

______ _____ _____ _____ _____ $1953 $45152

See definitions of operating revenues and operating expenses for the components of such adjustments
The volatile market conditions that began in 2008 and continued into 2009 impacted several key components of our operating earnings

available to common shareholders including net investment income hedging costs and certain market sensitive expenses The markets also

positively impacted our operating earnings available to common shareholders as conditions began to improve during 2009 resulting in lower

DAC and DSl amortization

$722 million decline in net investment income was the result of decreasing yields including the effects of our higher quality more liquid

but lower yielding investment position in response to the extraordinary market conditions The impact of declining yields caused $1 .6 billion

decrease in net investment income which was partially offset by an increase of $846 million due to growth in average invested assets

calculated excluding unrealized gains and losses The decrease in yields resulted from the disruption and dislocation in the global financial

markets experienced in 2008 which continued but moderated in 2009 The adverse yield impact was concentrated in the following four

invested asset classes

Fixed maturity securities primarily due to lower yields on floating rate securities from declines in short-term interest rates and an

increased allocation to lower yielding higher quality Treasury agency and government guaranteed securities to increase liquidity

in response to the extraordinary market conditions as well as decreased income on our securities lending program primarily due to the

smaller size of the program in the current year These adverse impacts were offset slightly as conditions improved late in 2009 and we

began to reallocate our portfolio to higher-yielding assets

Real estate joint ventures primarily due to declining property valuations on certain investment funds that carry their real estate at

estimated fair value and operating losses incurred on properties that were developed for sale by development joint ventures

Cash cash equivaJents and short term investments primarily due to declines in short term interest rates and

Mortgage loans primarily due to lower prepayments on commercial mortgage loans and lower yields on variable rate loans reflecting

declines in short-term interest rates

Equity markets experienced some recovery in 2009 which led to improved yields on other limited partnership interests As many of our

products are interest spread-based the lower net investment income was significantly offset by lower interest credited expense on our

investment and insurance products
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The financial market conditions also resulted in $348 million increase in net guaranteed annuity benefit costs in our Retirement Products

segment as increased hedging losses were only partially otfset by lower guaranteed benefit costs

The key driver of the increase in other expenses stemmed from the impact of market conditions on certain expenses primarily pension and

postretirement benefit costs reinsurance expenses and letter of credit fees These increases coupled with higher variable costs such as

commissions and premium taxes some of which have been capitalized more than offset the favorable impact of lower information

technology travel professional services and advertising expenses which include the impact of our enterprise-wide cost reduction and

revenue enhancement initiative

The market improvement which began in the second quarter of 2009 was key factor in the determination of our expected future gross

profits the increase of which triggered decrease in DAC and DSI amortization most significantly in the Retirement Products segment The

increase in our expected future gross profits stemmed primarily from an increase in the market value of our separate account balances which

is attributable in part to the improving financial markets Our Insurance Procucts segment benefited in the current year from an increase in

amortization of unearned revenue primarily as result of our annual review of assumptions that are used in the determination of the amount of

amortization recognized These collective changes in amortization resulted in $720 million benefit partially offsetting the declines in

operating earnings available to common shareholders discussed above

portion of the decline in operatingearnings available to common shareholders was caused by $200 million reduction in the results of

our closed block of business specific group of participating life policies that were segregated in connection with the demutualization of

MLIC Until early 2009 the operating earnings ot the closed block did not have full impact on operating earnings as the operating earnings or

loss was partially offset by change in the policyholder dividend obligation liability established at the time of demutualization However in

early 2009 the policyholder dividend obligation was depleted and as result the total operating earnings or loss related to the closed block

for the year ended December 31 2009 was and in the future may be component of operating earnings

Business growth from the majority of our businesses along with net favorable mortality experience had positive impact on operating

earnings available to common shareholders These impacts were somewhat dampened by higher benefit utilization in our dental business and

mixed claim activity in our Auto Home segment In addition our forward and reverse residential mortgage platform acquisitions in late 2008

benefited Banking Corporate Others 2009 results

Insurance Products
Years Ended December 31

2009 2008 Change Change

In millions

Operating Revenues

Premiums 17168 16402 766 4.7%

Universal life and investment-type product policy fees 2281 2171 110 5.1%

Net investment income 5614 5787 173 3.0%
Other revenues 779 819 40 4.9%

Total operating revenues 25842 25179 663 2.6%

Operating Expenses

Policyholder benefits and dividends 19111 18183 928 5.1%

Interest credited to policyholder account balances 952 930 22 2.4%

Capitalization of DAC 873 849 24 2.8%
Amortization of DAC and VOBA 725 743 18 2.4%
Interest expense on debt 20.0%

Other expenses 4206 4196 10 0.2%

Total operating expenses 24127 23208 919 4.0%

Provision for income tax expense benefit 573 661 88 3.3%

Operating earnings 1142 1310 168 12.8%

Unfavorable market conditions which continued through 2009 provided challenging business environment for our Insurance Products

segment This resulted in lower net investment income and an increase in market sensitive expenses primarily pension and postretirement

benefit costs We also experienced higher utilization of cental benefits along with lower number of recoveriPs in our disability business

Higher levels of unemployment continued to impact certain group businesses as decrease in covered payrolls reduced growth However

revenue growth remained solid in all of our businesses Revenue growth in our dental and individual life businesses reflected strong sales and

renewals

The significant components of the $168 million decline in operating earnings were the aforementioned decline in net investment income

especially in the closed block business partially offset by an increase in the amortization of unearned revenue the impact of reduction in

dividends to certain policyholders and favorable mortality in the individual life business

Until early 2009 the earnings of the closed block did not have full impact on operating earnings as the earnings or loss was partially offset

by change in the policyholder dividend obligation However in early 2009 the policyholder dividend obligation was depleted and as result

the total operating earnings or loss related to the closed block for the year ended December 31 2009 was and in the future may be

component of operating earnings This resulted in $200 million decline in operating earnings in 2009

The decrease in net investment income of $1 12 million was primarily due to $317 million decrease from lower yields partially offset by

$205 million increase from growth in average invested assets Yields were adversely impacted by the severe downturn in theglobal financial

markets which primarily impacted other invested assets real estate joint ventures and fixed maturity securities In addition income from our

securities lending program decreased primarily due to the smaller size of the program in 2009 The growth in the average invested asset base

was primarily from an increase in net flows from our individual life non-medical health and group life businesses The moderate recovery in
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equity markets in 2009 led to improved yields on other limited partnership interests which partially offset the overall reduction in yields To

manage the needs of our intermediate to longer-term liabilities our portfolio consists primarily of investment grade corporate fixed maturity

securities structured finance securibes comprised of mortgage and asset-backed securities mortgage loans and U.S Treasury agency
and government guaranteed fxed maturity securities and to lesser extent certain other invested asset classes including real estate joint

ventures and other nvested assets to provide additional diversification and opportunity for long-term yield enhancement

Other expenses were essentially flat despite an increase of $137 lion from the impact of market conditions on certain expenses
primarily pension and postretirement benefit costs This increase was partially offset by decrease of $85 million predominantly from

declines in information technology travel and professional services including the positive impact of our enterprise-wide cost reduction and

revenue enhancement initiative further reduction of expenses was achieved through decrease in variable expenses such as com
missions and premium taxes of $46 million portion of which is offset by DAC capitalization

The aforementioned deodnes in operating earnings were partially offset oy the favorable impact of $63 million decrease in policyholder

dividends in the traditional life business the result of dividend scale reduction in the fourth quarter of 2009 In addition favorable mortality in

the individual life business was partially offset by higher benefit utilization in the dental business during 2009 reflecting the negative

employment trends in the marketplace The net impact of these two items benefited operating earnings by $36 million The 2009 results were

also favorably impacted by our review of assumptions used to determine estimated grods profits and margins which in turn are factors in

determining the amortization for DAC and unearned revenue This review resulted in an unlocking event related to unearned revenue and
coupled with the impact from the prior years review generated an increase in operating earnings of $82 million This increase was recorded in

universal life and investment-type product policy fees Partially offsetting these increases was the impact of lower separate account balances

which resulted in lower fee income of $25 mllion

DAC amortization reflects lower current year amortization of $108 million stemming from the impact of the imrovement in the financial

markets in 2009 which increased our expected future gross profits as well as lower current year gross margins in the closed block This

decrease was partially offset by the net impact of refinements in both the prior and current years of $98 million the majority of which was
recorded in the prior year as resuit of the 2008 review of certain DAC related assumptions

Retirement Products
Years Ended December 31

2009 2008 Change Change

In millions

Operating Revenues

Premiums 920 696 224 32.2%

Universal life and investment-type product policy fees 1712 1870 158 8.4%
Net investment income 3098 2624 474 18.1%

Other revenues 173 169 2.4%

Total operating revenues 5903 5359 544 10.2%

Operating Expenses

Policyholder benefits and dividends 1950 1271 679 53.4%

Interest credited to policyholder account balances 1688 1338 350 26.2%

Capitalization of DAC 1067 980 87 8.9%
Amortization of DAC and VOBA 424 1356 932 68.7%
Interest expense on debt 100.0%

Other expenses 2433 2101 332 158%

Total operating expenses 5428 5088 340 6.7%

Provision for income tax expense benefit 167 91 76 83.5%

Operating earnings 308 180 128 71.1%

In 2009 Retirement Products benefited from flight to quality which contributed to 10% improvement in combined sales of our fixed and

variable products and 28% reduction in surrenders and withdrawals Our variable annuity sales have outpaced the industry increasing our

market share Fixed annuity sales benefited from enhanced marketing on our income annuity with life contingency products which increased

our premium revenues by $224 million or 32% before income taxes In the annuity business the movement in premiums is almost entirely

offset by the related change in policyholder benefits as the insurance liability that we establish at the time we assume the risk under these

contracts is typically equivalent to the premium earned less the amount of acquisition expenses Our average PAB grew by $7.2 billion in

2009 primarily due to an increase in sales of fixed annuity products and more customers electing the fixed option on variable annuity sales

This has favorable impact on earnings by increasing net investment income which is somewhat offset by higher interest credited expense
Unfavorable market conditions resulted in poor investment performance which outweighed the impact of higher variable annuity sales on our

separate account balances causing the average separate account balance to remain lower than the previous year This resulted in lower

policy fees and other revenues which are based on daily asset balances in the policyholder separate accounts

The improvement in the financial markets was the primary driver of tne $128 million increase in operating earnings with the largest impact

resulting in decrease in DAC VOBA and DSI amortization of $655 million The 2008 results reflected increased or accelerated amortization

primarily stemming from decline in the market value of our separate account balances factor that determines the amount of amortization is

expected future earnings which in the annuity business are derived in part from fees earned on separate account balances The market

value of our seoarate account balances declined significantly in 2008 resulting in decrease in the expected future gross profits triggering

an acceleration of amortization in 2008 Beginning in the second quarter of 2009 the market conditions began to improve and the market

value of our separate account balances began to increase resulting in an increase in the expected future gross profits and corresponding
lower level of amortization in 2009
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Also contributing to the increase in operating earnings was an increase in net investment income of $308 million which was primarily due

to $286 million increase from growth in average invested assets and $22 million increase in yields The increase in average invested assets

was due to increased cash flows from the aIes of fixed annuity products and more customers electing the fixed option on variable annuity

sales which were reinvested primarily in fixed maturity securities other invested assets and mortgage loans The increase in yields was due to

moderate improvement in the equity markets in 2009 which led to an increase in yields principally for other limited partnership interests and

certain other invested assets which was partially offset by decrease in yields on real estate jointventures reflecting the severe downturn in

the global financial markets To manage the needs of our intemddiate to longer-term liabilities our portfolio consists primarily of investment

grade corporate fixed maturity securities structured finance securities mortgage loans and U.S Treasury agency and government

guaranteed fixed maturity securities and to lesser extent certain other invested asset classes including real estate joint ventures in

order to provide additional diversification and opportuhity for long-term yield enhancement As is typically the case with fixed annuity

products higher net investment income was somewhat offset by higher interest credited expense Growth in our fixed annuity policyholder

account balances increased interest credited expense by $186 million in 2009 and higher average crediting rates on fixed annuities increased

interest credited expense by $27 million

Operating earnings were negatively impacted by $348 million of operating losses related to the hedging programs for variable annuity

minimum death and income benefit guarantees which are not embedded derivatives partially offset by decrease in the liability established

for these variable annuity guarantees The various hedging strategies in place to offset the risk associated with these variable annuity

guarantee benefits were more sensitive to market movements than the liability for the guaranteed benefit Market volatility improvementsin

the equity markets and higher interest rates produced operating losses on these hedging strategiesin the current year bur hedging

strategies which are key part of our risk management performed as anticipated The decrease in annuity guarantee benefit liabilities was

due to the improvement in the equity markets higher interest rates and the annual unlocking of future market expectations

Other expenses increased by $216 million primarily due to an increase of $123 million from the impact of market conditions on certain

expenses These expenses are largely comprised of reinsurance costs pension and postretirement benefit expenses and letter of credit

fees In addition variable expenses such as commissions and premium taxes increased $77 million the majority of which have been offset

by DAC capitalization The positive impact of our enterprise-wide cost reduction and revenue enhancement initiative waŁ reflected in lower

travel professional services and advertising expenses but was more than offset by increases largely due to business growth

Finally policy fees and other revenues decreased by $100 million mainly due to lower average separate account balances in the current

year versus prior year

Corporate Benefit Funding
Years Ended December 31

2009 2008 Change Change

In millions

Operating Revenues

premiums $2264 $2348 84 3.6%

Universal life and investment-type product policy fees 176 227 51 22.596

Net investment income 4527 5615 1088 19.4%

Other revenues 238 358 120 33.5%

Total operating revenues 7205 8548 1343 15.7%

Operating Expenses

Policyholder benefits and dividends 4245 4398 153 3.5%

Interest credited to policyholder account balances 1632 2297 665 29.0%

Capitalization of DAC 14 18 22.2%

Amortization of DAC and VOBA 15 29 14 48.3%

Interest expense on debt 50.0%

Other expenses 456 440 16 3.6%

Total operating expenses 6337 7148 811 11 .3%

Provision for income tax expense benefit 288 474 186 39.2%

Operating earnings 580 926 346 37.4%

Corporate Benefit Funding benefited in certain markets in 2009 as flight to quality helped drive our increase in market share especially in

the structured settlement business where we experienced 53% increase in premiums Our pension closeout business in the U.K continues

to expand and experienced premium growth during 2009 of almost $400 million or 105% before income taxes However this growth was

more than offset by decline in our domestic pension closeout business driven by unfavorable market conditions and regulatory changes

combination of poor equity returns and lower interest rates have contributed to pension plans being under funded which reduces our

customers flexibility to engage in transactions such as pension closeouts Our customers plans funded status may be affected by variety of

factors including the ongoing phased implementation of the Pension Protection Act of 2006 comprehensive reform pf defined benefit and

defined contribution plan rules For each ofthese businesses the movement in premiums is almost entirely offset by the related change in

policyholder benefits The insurance liability that is established at the time we assume the risk under these contracts is typically equivalent to

the premium earned

Market conditions also contributed to lower demand for several of our investment-type products The decrease in sales of these

investment-type products is not necessarily evident in our results of operations as the transactions relatedto these products are recorded

through the balance sheet Ourfunding agreement products primarily the LIBOR based contracts experienced the most significant impact

from the volatile market conditions As companies seek greaterliquidity investment managers are refraining from repurchasing the contracts
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when they mature and are opting for more liquid investments In addition unfavorable market conditions continued to impact the demand for

global guaranteed interest contracts type of funding agreement

Policyholder account balances for our investment-type products were down by approximately $10 billion during 2009 as issuances were

more than offset by scheduled maturities However due to the timing of issuances and maturities the average policyholder account balances

and liabilities increased from 2008 to 2009 The impact of the decrease in policyholder account balances resulted in lower net investment

income which was somewhat offset by lower interest credited expense

The primary driver of the $346 million decrease in operating earnings was lower net investment income of $707 million reflecting

$682 million decrease from lower yields and $25 million increase due to growth in average invested assets Yields were adversely impacted

by the severe downturn in the global financial markets which impacted real estate joint ventures fixed maturity securities other invested

assets and mortgage loans In addition income from our securities lending program decreased primarily due to the smaller size of the

program during the year To manage the needs of our longer-term liabilities our portfolio consists primarily of investment grade corporate fixed

maturity securities mortgage loans U.S Treasury agency and government guaranteed securities and to lesser extent certain--other

invested asset classes including real estate joint ventures in order to provide additional diversification and opportunity for long-term yield

enhancement For our shorter-term obligations we invest primarily in structured finance securities mortgage loans and investment grade

corporate fixed maturity securities The yields on these investments have moved consistent with the underlying market indices primarily

LIBOR and Treasury on which they are based The growth in the average invested asset base is consistent with the increase in the average

policyholder account balances and liabilities

As many of our products are interest spread-based the lower net investment income was somewhat offset by lower net interest credited

expense of $380 million The decrease in interest credited expense is attributed to $431 million from lower crediting rates Crediting rates

have moved consistent with the underlying market indices primarily LIBOR on which they are based The increase in the average-policyholder

account balances resulted in $51 million increase in interest credited expense

The year over year decline in operating earnings was also due in part to lower other revenues as the prior year benefited by $44 million in

fees for the cancellation of bank owned life insurance stable value wrap policy combined with the surrender of global guaranteed interest

contract In addition refinement to reinsurance recoverable in the small business record keeping line of business in the latter part of 2009

also contributed $20 million to the decrease in operating earnings

Current year results benefited from favorable liability refinements as compared to unfavorable liability refinements in 2008 as well as

improved mortality experience in the current year all in the pension closeouts business These items improved 2009 operating earnings by

approximately $90 million Other products generated mortality gains or losses however the net change did not have material impact on dur

year over year results

Although our other expenses only increased marginally and are not significant driver of thedecrease in operating earnings the general

themes associated with the increase are consistent with those factors discussed above in the discussion of our consolidated results of

operations Market conditions triggered an increase in our pension and postretirement benefit expenses of $26 million In addition variable

expenses such as commissions and premium taxes have increased $20 million These increases were partially offset by decrease of

$36 million primarily in information technology travel and professional services expenses all of which were largely due to our enterprise-wide

cost reduction and revenue enhancement initiative

Auto Home
Years Ended December 31

2009 2008 Change Change

In millions

Operating Revenues

Premiums $2902 $2971 $69 2.3%

Net investment income 180 186 3.2%

Other revenues 33 38 13.2%

Total operating revenues 115 195 80 5%

Operating Expenses

Policyholder benefits and diOldends 1932 1924 0.4%

Capitalization of DAC 435 444 2.0%

Amortization of DAC and VOBA 436 454 18 4.0%

Other expenses 764 794 30 3.8%

Total operating expenses 697 728 31 1%

Provision for income tax expense benefit 96 104 7.7%

Operating earnings 322 363 $41 11 3%

Auto Home was negatively impacted in 2609 by declining housing market the deterioration of the new aufo sales market and the

continuation of credit availability issues all of which contributed to decrease in insured exposures in 2009 Average premiums per policy

increased slightly for our homeowners policies but decreased for auto policies primarily as result of business shift in insured exposures by

state In particular we experienced large decrease in earned exposures in Mssachusetts whose market was impacted by regulatory

change which resulted in marked increase in competition

return to more normal weather conditions in 2009 resulted in fewer and -less severe catastrophe events than in 2008 This-was more

than offset by an increase in both non-catastrophe claim frequencies and non-catastrophe claim seventies in 2009

Mixed claim experience and the impact of lower exposures were the primary drivers of the $41 million decrease in operating earnings

While we had a$90 million decrease in catastrophe-related losses compared to the prioryear we also recorded $68 million less of-a benefit in

2009 from favorable development of prior year non-catastrophe losses Current year claim costs rose primarily as result of $29 million
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increase in claim frequency from both our auto and homeowners products In addition we had $15 million net increase in claim severity

stemming from higher severity in our auto line of business that was partially offset by lower severity in our homeowners line of business In

2009 we experienced decline in insured exposures which contributed approximately $16 million to the decrease in operating earnings

While this decrease in exposures had positive impact on the amount of claims it was more than offset by the negative impact on premiums
The decrease in exposures is largely attributable to slightly higher non-renewal rates partially offset by greater sales of new policies Also

contributing to the decline in earnings was decrease of $9 million in the average premium per policy which is primarily due to shift in earned

exposures to lower average premium states and an increase of $10 million in loss adjustment expenses primarily related to decrease in

unallocated loss adjusting expense liabilities at the end of 2008

The impact of the items discussed above can be seen in the unfavorable change in the combined ratio excluding catastrophes to 88.9%

in 2009 from 83.1% in 2008 and the unfavorable change in the combined ratio including catastrophes to 92.3% in 2009 from 91 .2% in 2008

$25 million decrease in other expenses including the net change in DAC partially offset the declines in operating earnings discussed

above This improvement resulted from decreases in sales-related expenses and from minor fluctuations in number of expense categories

portion ofwhich is due to our enterprise-wide cost reduction and revenue enhancement initiative

Also contributing to the decrease in operating earnings was decline in net investment income of $4 million which was primarily due to

$9 million decrease from decline in average invested assets partially oftset by an increase of $5 million due to improved yields

International
Years Ended December 31

2009 2008 Change Change

In millions

Operating Revenues

Premiums $3187 $3470 $283 8.2%
Univetsal life and investment-type product policy fees 1061 1095 34 3.1%

Net investment income 1193 1180 13 1.1%

Other revenues 14 18 22.2%

Total operating revenues 5455 5763 308 5.3%

Operating Expenses

Policyholder benefits and dividends 2660 3185 525 6.5%

Interest credited to policyholder account balances 581 171 410 239.8%

Capitalization of DAC 630 798 168 21.1%

Amortization of DAC and VOBA 415 381 34 8.9%

Interest expense on debt 11 .1%

Otherexpenses 1797 2079 282 13.6%

Total operating expenses 4831 5027 196 3.9%

Provision for income tax expense benefit 161 257 96 37.4%

Operating earnings 463 479 $16 3.3%

An improvement in the globa tinancial markets contributed to recovery of sales in the majority of our International regions and resulted in

improved investment performance in some regions during the second half ot 2009 Sales in Asia Pacific were down primarily from decrease

in variable annu ty sales in Japan primarily as result of pricing actions we took during the latter half of 2009 This decline was somewhat

offset by growth in South Koreas fixed annuities product and an increase of variable universal life sales which are indications that markets are

beginning to recover We experienced growth the pension group life and medical businesses of our Latin America region specifically in

Mexico Our operations in Europe and the Middle East continue to have strong growth in the European variable annuity business

The reduction in operating earnings includes the adverse impact of changes in foreign currency exchange rates in 2009 as the U.S dollar

strengthened against the various foreign currencies This decreased operating earnings by $99 million in 2009 relative to 2008 Excluding the

impact of changes in foreign currency exchange rates operating earnings increased $83 million or 22% from the prior year This increase

was primarily driven by higher operating earnings of $184 million in our Asia Pacific region while operating earnings from our Latin America

and Europe ano Middle East decreased by $83 million and $18 mill on respectively

Asia Pacific Improving financial market conditions was the primary driver of the increase in operating earnings net investment income in

the region increased by $422 million due to an increase of $278 million from improved yields on our investment portfolio $1 11 million from the

change in results of operating jo nt ventures and $33 million from an increase in average invested assets The increase in yields was primarily

due to higher income of $277 million on the trading and other securities portfolio stemming trom equity markets experiencing some recovery

in 2009 As our trading and other securities portfolio backs unit-linked policyholder liabilities this increase in income was entirely offset by

corresponding increase in interest credited expense The income of the Japan joint venture improved by $103 million due to favorable

investment results and lower amortization of DAC and VOBA The decrease in DAC and VOBA amortization was primarily due to an increase in

the market value of the joint ventures separate account balances which is directly tied to the improving financial markets factor that

determines the amount of DAC and VOBA amortization is expected future fees earned on separate account balances Since the market vaue

of separate account balances have increased it is expected that future earnings on this block of business will be higher than previously

anticipated As result the amortization of DAC and VOBA was less in the current year

Operating earnings in this region also benefited from higher surrender charges of $16 million Difficult economic conditions in South Korea

during the first half of the year resulted in higher level of surrenders Growth in our Japan reinsurance business and an increase in

reinsurance rates contributed $21 million to the increase in operating earnings In addition the favorable impact of reduction in the liability for

our variable annuity guarantees contributed $22 million to operating earnings The change in the liability was primarily due to an increase in

separate account balances in the Japan joint venture These liabilities are accrued over the life of the contract in proportion to actual and
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future expected policy assessments based on the level of guaranteed minimum benefits generated using multiple scenarios of separate

account returns The scenaros use best estimate assumptions consistent with those used to amortize DAC Because separate account

balances have had positive returns relative to the prior year current estimates of future benefits are lower than that previously projected which

resulted in decrease in this liability% the current period Partially offsetting these increases higher DAC amortization of $49 million resulted

from business growth and favorable investment results

Latin America The decrease in operating earnings was primarily driven by lower net investment income Net investment income

decreased by $297 million due to decrease of $383 million from lower yields partially offset by an increase of $86 million due to an increase

in average invested assets The decrease in yields was due in part to the impact of changes in assurnpions for measuring the effects of

inflation on certain inflation-indexed fixed maturity securities This decrease was partially offset by reduction of $221 million in the related

insurance liability primarily due to lower inflation The increase in net investment income attributable to an increase in average invested assets

was primarily due to business growth and as such was largely offset by increases in policyholder benefits and interestcredited expense

Higher claims experience in Mexico resulted in $45 million decline in operating earnings The nationalization and reform of the pension

business in Argentina impacted both years earnings resulting in net $36 million decline in operating earnings In addition operating

earnings decreased due to net incbrne tax increase of $8 million in Mexico resulting from change in assumption regarding the repatriation

of earnings partially offset by the favorable impact of lower effective tax rate in 2009

Partially offsetting these decreases in operating earnings was the combination of growth in Mexicos individual and institutionaLbusinesses

and higher premium rates in its institutional business which increased operating earnings by $51 million Pesification in Argentina impacted

both the current year and prior year earnings resulting in net $73 million increase in operating earnings This benefit was largely due to

reassessment of our approach in managing existing and potential future claims related to certain social security pension annuity contract

holders in Argentina resulting in liability release Lower expenses of $8 million resulted primarily from the impact of operational efficiencies

achieved through our enterprise-wide cost reduction and revenue enhancement initiative

Europe and Middle East The impact of foreign currency transaction gains and tax benefit both of which occurred in the prior year

contributed $12 million to the decline in operating earnings Our investment of $9 million in our distribution capability and growth initiatives in

2009 also reduced operating earnings There was an increase in net investment income of $76 million which was due to an increase

$65 million from an improvement in yields and $1 million from an increase in average invested assets The increase in yields was primarily due

to favorable results on the trading and other securities portfolio stemming from the equity markets experiencing some recovery in 2009 As

our trading and other securities portfolio backs unit-linked policyholder liabilities the trading and other securities portfolio results were entirely

offset by corresponding increase in nterest credited expense The increase in net investment income attributable to an increase in average

invested assets was primarily due to business growth and was largely offset by increases in policyholder benefits and interest credited

expense also due to business growth

Banking Corporate Other

Years Ended December31

2009 2008 Change Change

In millions

Operating Revenues

Premiums 19 27 29.6%
Net investment income 477 808 331 41 .0%

Other revenues 1092 184 908 493.5%

Total operating revenues ............. 1588 1019 569 55.8%

Operating Expenses

Policyholder benefits and dividends 46 42 91 .3%

Interest credited to policyholder account balances 00.0%

Interest credited to bank deposits 163 166 .8%

Capitalization of DAC .................... 100.0%

Amortization of DAC and VO8A 40.0%
Interest expense on debt 1027 1033 0.6%
Other expenses .. 1336 699 637 91.1%

Total operating expenses 2533 1953 580 29.7%

Provision for income tax expense benefit 617 495 122 24.6%

Operating earnings 328 439 111 25.3%

Less Preferred stock dividends 122 125 2.4%

Operating earnings available to common shareholders 450 564 $114 20.2%

Banking Corporate Other recognized the full year impact of our forward and reverse residential mortgage platform acquisitions strong

residential mortgage refinance market healthy growth in the reverse mortgage arena and favorable interest spread- environment Our

forward and reverse residential mortgage production of $37.4 billion in 2009 was up 484% compared to 2008 production The increase in

mortgage production drove higher investments in residential mortgage loans held-for-sale and MSR5 At December31 2009 our residential

mortgage loans servicing portfolio was $64.1 billion comprised of agency FNMA FHLMC and GNMA portfolios Transaction and time

deposits which provide relatively stable source of funding and liquidity and are used to fund loans and fixed income securities purchases

grew 48% in 2009 to $10.2 billion Borrowings decreased 10% in 2009 to $2.4 billion During 2009 we participated in the Federal Reserve

Bank of New York Term Auction Facility which provided short term liquidity with low funding costs

In response to the economic crisis and unusual financial market events that occurred in 2008 and continued into 2009 we decided to utilize excess

debt capacity The Holding Company completed three debt issuances in 2009 The Holding Company issued $397 million of floating rate senior notes

in March 2009 $1 .3 billion of senior notes in May 2009 and $500 million of junior subordinated debt securities in July 2009 In February 2009 in

connection with the initial settlement of the stock purchase contracts issued as part of the common equity units sold in June 2005 the Holding
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Company issued common stock for $1 .0 billion The proceeds from these equity and debt issuances were used for general corporate purposes and

have resulted in increased investments and cash and cash equivalents held within Banking Corporate Other

Operating earnings available to common shareholders improved by $1 14 million of which $254 million was due to MetLife Bank and its

acquisitions of residential mortgage origination and servicing business and reverse mortgage business both during 2008 Excluding the

impact of MetLife Bank our operating earnings available to common shareholders decreased $140 million primarily due to lower net

investment income partially offset by the impact of lower effective tax rate Thelower effective tax rate provided an increased benefit of

$139 million from the prior year This benefit was the result of partial settlement of certain prior year tax audit issues and increased utilization

of tax preferenced investments which provide tax credits and deductions

Excluding $68 million increase from MetLife Bank net investment income decreased $283 million which was primarily due decrease of

$287 million due to lower yields partially offset by an increase of $4 million due to an increase in average invested assets Consistent with the

consolidated results of operations discussion above yields were adversely impacted by the severe downturn in the global financial markets

which primarily impacted fixed maturitysecurities and real estate joint ventures The increased average invested asset base was due to cash

flows from debt issuances during 2009 Our investments primarily include structured finance securities investment grade corporate fixed

maturity securities U.S Treasury agency and government guaranteed fixed maturity securities and mortgage loans In addition our

investment portfolio includes the excess capital not allocated to the segments Accordingly it includes higher allocation of certain other

invested asset classes to provide additional diversification and opportunity for long-term yield enhancement including leveraged leases other

limited partnership interests real estate real estate joint ventures and equity securities

After excluding the impact of $394 million increase from MetLife Bank other expenses increased by $20 million Deferred compensation

costs which are tied to equity market performance were higher due to significant market rebound We also had an increase in costs

associated with the implementation of our enterprise-wide cost reduction and revenue enhancement initiative These increases were partially

offset by lower postemployment related costs and corporate-related expenses specifically legal costs Legal costs were lower largely due to

the prior year commutation of asbestos policies In addition interest expense declined slightly as result of rate reductions on variable rate

collateral financing arrangements offset by debt issuances in 2009 and 2008

Effects of Inflation

The Company does not believe that inflation has had material effect on its consolidated results of operations except insofar as inflation

may affect interest rates

Inflation in the has remained contained and been na general downward trend for an extended period However in light of recent and ongoing

aggressive fiscal and monetary stimulus measures by the federal government and foreign governments it is possible that inflation could increase

in the future Globally inflation trends can vary by region and between developed and emerging markets The Japanese economy to which we fade

increased exposure as result of the Acquisition continues to experience low nominal growth and deflationary environment As the global economy

improves inflation trends are increasing in other regions particularly in emerging markets like China and India In the more developed Eurozone

countries inflation rates while not as high have trended upward at greater pace than in the U.S

An increase in inflation could affect bur business in several ways During inflationary periods the value of fixed income investments falls

which could increase realized and unrealized losses Inflation also increases expenses for labor and other materials potentially putting

pressure on profitability
if such costs can not be passed through in our product prices Inflation could also lead to increased costs for losses

and loss adjustment expenses in certain of our businesses which could require us to adjust our pricing to reflect our expectations for future

inflation Prolonged and elevated inflation could adversely affect the financial markets and the economy generally and dispelling it may require

governments to pursue restrictive fiscal and monetary policy which could constrain overall economic activity inhibit revenue growth and

reduce the number of attractive investment opportunities

Investments

Investment Risks The Company primary investment obiective 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 cash flow and duration basis The Company is exposed to

four primary sources of investment risk

credit risk relating to the uncertainty associated with the continued ability of given obligor to make timely payments of principal and

interest

interest rate risk relating to the market price and cash flow variability associated with changes in market interest rates

liquidity risk relating to the diminished ability to sell certain investments in times of strained market conditions and

market valuation risk relating to the variability in the estimated fair value of investments associated with changes in market factors such

as credit spreads

The Company manages risk through in-house fundamental analysis of the underlying obligors issuers transaction structures and real

estate properties The Company also manages credit risk market valuation risk and liquidity risk through industry and issuer diversification

and asset allocation For real estate and agricultural assets the Company manages credit risk and market valuation risk through geographic

property type 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 management 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 interest rate

currency and equity market risks

Current Environment The global economy and markets are now recovering from period of significant stress that began in the second

half of 2007 and substantially increased through the first quarter of 2009 This disruption adversely affected the financial services industry in

particular The U.S economy entered recession in late 2007 This recession ended in mid-2009 but the recovery from the recession has

been below historic averages and the unemployment rate is expected to remain high for sometime In addition inflation has fallen over the last

several years and is expected to remain at low levels for sometime Some economists believe that some level of disinflation and deflation risk

remains in the US economy

Although the disruption in the global financial markets has moderated not all such markets are functioning normally and some remain

reliant upon government intervention and liquidity The global recession and disruption of the financial markets has also led to concerns over

capital markets access and the solvency of certain European Union member states including Portugal Ireland Italy Greece and Spain The
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Japanese economy to which we face increased exposure to as result of the Acquisition continues to experience low nominal growth

deflationary envirohment and weak consumer spending See Industry Trends See also Investments Fixed Maturity and Equity

Securities AvOilable-for-Sale Concentrations of Credit Risk Fixed Maturity Securities Summary in Note of the Notes to Consolidated

Financial Statements for information about exposure to sovereign fixed maturity securities of Portugal Ireland -Italy Greece and Spain

During the year ended December 31 2010 the net unrealized loss position on fixed maturity and equity securities improved from net

unrealized loss of $2.2 billion at December31 2009 to net unrealized gain of $7.3 billion at December31 2010 as result of adecrease in

interest rates and to lesser extent decrease in credit spreads

Investment Outlook Recovering privete equity markets and stabilizing credit and real estate markets during 2010 had positive impact

on returns add net investment income on private equity funds hedge funds and real estate funds which Ore included within other limited

partnership interests and real estate Ond real estate joint venture portfolios Although the disruption in the global financial markets has

moderated if there is resumption of significant disruption it could adversely impact returns and net investment tncomeon these alternative

investment classes Net cash flows arising from our business and our investment portfolio will be reinvested in prudent manner and

according to our ALM discipline in appropriate assets overtime We will maintain sufficient level of
liquidity to meet business needs Net

investment income may be adversely affected if excess liquidity is required over an extended period of time to meet changing business needs

Composition of Investment Portfolio and Investment Portfolio Results

The following yield table presents the investment income investment portfolio gains lpsses annualized yields on average ending assets

and ending carrying value for each of the asset classes within the Company investment portfolio as well as investment income and

investment portfolio gains losses for the investment portfolio as whole The yield table also presents gains losses on derivative

instruments which are used to mOnbge risk for certain invested asSets and certain insuranCe liabilitieb

At and for the Years Ended December 31

2010 2009 2008

In millions

Fixed Maturity Securities

Yield1 5.53% 5.77% 6.40%

Investment income2 12650 11899 12403
Investment gains losses 255 1663 953
Ending carrying value2 $327878 $230026 $189197

Mortgage Loans
Yield 5.51% 5.38% 6.08%

Investment income3 2823 2735 2774
Investment gains losses3 22 442 136
Ending carrying value3 55536 50909 51364
Real Estate and Real Estate Joint Ventures

Yield1 10% 47% 98%
Investment income 77 541 217

Investment gains losses 40 156
Ending carrying value 8030 6896 7586

Policy Loans

Yield1 6.37% 6.54% 6.22%

Investment income 657 648 601

Ending carrying value 11 914 10 061 802

Equity Securities

Yield1 4.39% 5.12% 5.25%

Investment income 128 175 249

Investment gains losses 104 399 253
Ending carrying value 3606 3084 3197
Other Limited Partnership Interests

Yield1 14.99% 3.22% 2.77%
Investment income 879 173 170
Investment gains losses 18 356 140
Ending carrying value 6416 5508 6039
Cash and Short-Term Investments

Yield1 0.46% 044% 1.62%

Investment income 81 94 307

Investment gains losses

Ending carrying value3 22394 18486 38085
Other Invested Assets5
Investment income 491 339 279

Investment gains losses 32 313

Ending carrying value 15430 12709 17248
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Total Investments

Gross investment income yield1

Investment fees and expenses yield

At and for the Years Ended December31

2010 2009 2008

in millions

5.29% 4.90%

0.14 0.14

Investment Income Yield3 5.15% 4.76%

Gross investment income 17786 15522
Investment fees and expenses 465 433
Investment lncome3 17321 15089

Ending Carrying Value3 $451 204 $337 679

Gross investment gains3 1200 1232
Gross investment losses3 848 429
Writedowns 545 2845
Investment Portfolio Gains Losses3 193 042
Investment portfolio gains losses income tax expense benefit 53 1121

Investment Portfolio Gains Losses Net of Income Tax 140 1921
Derivative Gains Losses6 614 5106
Derivative gains losses income tax expense benefit 160 1803

Derivative Gains Losses Net of Income Tax 454 3303

As described in the footnotes below the yield table reflects certain differences from the presentation of invested assets net investment

income net investment gains losses and net derivative gains losses as presented in the consolidated balance sheets and consolidated

statements of operations including the exclusion of contractholder-directed unit-linked investments classified within trading and other

securities as the contractholder not the Company directs the investment of the funds and the exclusion of the effects of consolidating

under GAAP certain VIEs that are consolidated securitization entities CSEs We believe this yield table presentation is cOnsistent with

how we measure our investment performance for management purposes enhances understanding

Yields are based on average of quarterly average asset carrying values excluding recognized and unrealized investment gains losses
collateral received from countPrparties associated with our securities lending program the effects of consolidating under GAAP certain

VIEs that are treated as CSEs and effective October 2010 contractholder-directed unit-linked investments Yields also exclude
investment income recognized on mortgage loans and securities held by CSEs and effective October 2010 contractholder-directed

unit-linked investments

Fixed maturity securities include $594 million $2384 million and $946 million at estimated fair value of trading and other securities at

December 31 2010 2009 and 2008 respectively Fixed maturity securities include $234 million $400 million and $1 93 million of

investment income related to trading and other securities for the years ended December 31 2010 2009 and 2008 respectively

Fixed maturity securities ending carrying values as presented herein exclude contractholder-directed unit-linked investments

reported within trading and other securities of $1 7794 million and securities held by CSEs that are consolidated under GAAP

reported within trading and other securities of $201 million at December31 2010 Net investment income as presented herein excludes

investment income on contractholder-directed unit-linked investments reported within trading and other securities effectiveOctober

2010 as shown in footnote to this yield table

Ending carrying values investment income and investment gains losses as presented herein exOlude the effects of consolidating

under GAAP certain VIEs that are treated as CSEs The adjustment to investment income and investment gains losses in the aggregate
are as shown in footnote to this yield table The adjustments to ending carrying value investment income and investmehf gains losses

by invested asset class are presented below Both the invested assets and long-term debt of the CSEs are accounted for under the FVO
The adjustment to investment gains losses presented below and in footnote to this yield table includes the effects of remeasuring both

the invested assets and long-term debt in accordance with the FVO

5.68%

0.16

5.52%

16660

460

16200

$322518

1802

1935
2042

2175
795

1380

3782

1438

2344
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At or for the Year Ended December 31 2010

Impact of Excluding Total With all

As Reported in the Trading and Other Trading and Other
Yield Table Securities and CSEs Securities and CSEs

In millions

Trading and Other Securities included within Fixed

Maturity Securities

Ending carrying value 594 $17995 18589

Investment income 234 226 460

Investment gains losses 30 30
Mortgage Loans

Ending carrying value 55536 6840 62376

investment income 2823 396 3219
Investment gains losses 22 36 58

Cash and Short-Term Investments

Ending carrying value 22394 39 22433

Total Investments

Ending carrying value $451204 $24874 $476078

Investment income from fixed maturity securities and mortgage loans includes prepayment fees

Other invested assets are principally comprised of freestanding derivatives with positive estimated fair values and leveraged leases

Freestandng derivatives with negative estimated fair values are included within other liabilities However the accruals of settlement

payments in other liabilities are included in net investment income as shown in Note of the Notes to the Consolidated Financial

Statements As yield is not considered meaningful measure of performance for other invested assets it has been excluded from the yield

table .-

Investment income investment portfolio gains losses and derivative gains losses presented in this yield table vary from the most directly

comparable measures presented in the GAAP consolidated statements of operations due to certain reclassifications affecting net

investment income net investment gains losses net derivative gains losses and interest credited to PABs and to exclude the effects of

consolidating under GAAP certain VIEs that are treated as CSEs Such reclassifications are presented in the tables below

Years Ended December-31

2010 2009 2008

In millions

Investment income in the above yield table $1 7321 $15089 $1 6200

Real estate discontinued operations deduct from net investment income 10 11
Scheduled periodic settlement payments on derivatives not qualifying for hedge

accounting deduct from net investment income add to net derivative gains

losses 208 88
Equity method operating joint ventures add to net investment income deduct from

net derivative gains losses 130 156 105

Net investment income on contractholder-directed unit-linked investments reported

within trading and other securities add to net investment income 211

Incremental net investment income from CSEs add to net investment income 411

Net investment income GAAP consolidated statements of operatibns $17615 $14837 $16289
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Years Ended December 31

2010 2009 2008

In millions

Investment portfolio gains losses in the above yield table 193 3042 21 75

Real estate discontinued operations deduct from net investment gains losses 14
Investment gains losses related to OSEs add to net investment gains losses

Purchased credit default swaps that offset losses incurred on certain fixed maturity

securities deduct from net investment gains losses 183

Other gains losses add to net investment gains losses 191 144 268

Net investment gains losses GAAP consolidated statements of operations 392 2906 $2098

Derivative gains losses in the above yield table 614 5106 3782

Scheduled periodic settlement payments on derivatives not qualifying for hedge

accounting add to net derivative gains losses deduct from net investment

income 208 88

Scheduled periodic settlement payments on derivatives not qualifying for hedge

accounting add to net derivative gains losses deduct from interest credited to

PABs 11 45

Purchased credit default swaps that offset losses incurred on certain fixed maturity

securities add to net derivative gains losses 183

Equity method operating joint ventures add to net investment income deduct from

net derivative gains losses 30 156 105

Net derivative gains losses GAAP consolidated statements of operations 265 4866 3910

See Results ot Operations Year Ended December 31 2010 compared with the Year Ended December 31 2009 and Year Ended

December 31 2009 comparec with the Year Ended December 31 2008 for an analysis of the year over year changes in net investment

income and net investment gains losses and net derivative gains losses

Fixed Maturity and Equity Securities Available-for-Sale

Fixed maturity securities which consisted principally of publicly-traded and privately placed fixed maturity securities were $327.3 billion

and $227.6 billion or 69% and 67% of total cash and invested assets at estimated fair value at December31 2010 and 2009 respectively

Publicly-traded fixed maturity securities represented $286.5 billion and $191.4 billion or 88% and 84% of total fixed maturity securities at

estimated fair value at December 31 2010 and 2009 respectively Privately placed fixed maturity securities represented $40.8 billion and

$36.2 billion or 12% and 16% of total fixed maturity securities at estimated fair value at December 31 2010 and 2009 respectively

Equity securities which consisted principally of publicly-traded and privately-held common and preferred stocks including certain

perpetual hybrid securities and mutual fund interests were $3.6 billion and $3.1 billion or 08% and 0.9% of total cash and invested assets at

estimated fair value at December31 2010 and 2009 respectively Publicly-traded equity securities represented $2.3 billion and $2.1 billion

or 64% and 68% of total equity securities at estimated fair value at December 31 2010 and 2009 respectively Privately-held equity

securities represented $1 .3 billion and $1 .0 billion or 36% and 32% of total equity securities at estimated fair value at December31 2010

and 2009 respectively

Valuation of Securities We are responsible for the determination of estimated fair iialue The estimated fair value of publicly-traded fixed

maturity equity and trading and other securities as well as short-term securities is determined by management after considering one of three

primary sources of information quoted market prices in active markets independent pricing services or independent broker quotations The

number of quotes obtained varies by instrument and depends on the liquidity of the particular instrument Generally we obtain prices from

multiple pricing services to cover all asset classes and obtain multiple prices for certain securities but ultimately utilize the price with the

highest placement in the fair value hierarchy Independent pricing services that value these instruments use market standard valuation

methodologies based on inputs that are market observable or can be derived principally from or corroborated by observable market data

Such observable inputs include benchmarking prices for similar assets in active liquid markets quoted prices in markets that are not active

and observable yields and spreads in the market The market standard valuation methodologies utilized include discounted cash flow

methodologies matrix pricing or similar techniques The assumptions and inputs in applying these market standard valuation methodologies

include but are not limited to interest rates credit standing of the issuer or counterparty industry sector of the issuer coupon rate call

provisions sinking fund requirements maturity estimated duration and managements assumptions regarding liquidity and estimated future

cash flows When price is not available in the active market or through an independent pricing service management will value the security

primarily using independent non-binding broker quotations Independent non-binding broker quotations utilize inputs that are not market

observable or cannot be derived principally from or corroborated by observable market data

Senior management independent of the trading and investing functions is responsible for the oversight of control systems and valuation

policies including reviewing and approving new transaction types and markets for ensuring that observable market prices and market-based

parameters are used for valuation wherever possible and for determining that judgmental valuation adjustments if any are based upon

established policies and are applied consistently overtime We review our valuation methodologies on an ongoing basis and ensure that any

changes to valuation methodologies are justified We gain assurance on the overall reasonableness and consistent application of input

assumptions valuation methodologies and compliance with accounting standards for fair value determination through various controls

designed to ensure that the financial assets and financial liabilities are appropriately valued and represent an exit price The control systems

and procedures include but are not limited to analysis of portfolio returns to corresponding benchmark returns comparing sample ot

executed prices of securities sold to the fair value estimates comparing fair value estimates to managements knowledge of the current

market reviewing the bid/ask spreads to assess activity and ongoing confirmation that independent pricing services use wherever possible
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market-based parameters for valuation We determine the observability of inputs used in estimated fair values received from independent

pricing services or brokers by assessing whether these inputs can be corroborated by observable market data The Company also follows

formal process to challenge any prices received from independent pricing services that are not considered representative of estimated fair

value If we conclude that prices received from independent pricing services are not reflective of market activity or representative of estimated

fair value ve will seek independent non-binding broker quotes or use an internally developed valuation to override these prices Such

overrides are classified as Level Despite the credit events prevalent since the second half of 2007 described above including market

dislocation volatility in valuation of certain investments and reduced levels of liquidity which has since moderated but is still present in certain

portions of the global financial markets and in certain asset sectors our internally developed valuations of current estimated fair value which

reflect our estimates of liquidity and non-performance risks compared with pricing received from the independent pricing services did not

produce material differences forthe vast majority of our fixed maturity securities portfolio Our estimates of liquidity and non-performance risks

are generally based on available market evidence and on what other market participants would use In the absence of such evidence

managements best estimate is used As result we generally continued to use the price provided by the independent pricing service under

our normal pricing protocol and pricing overrides were not material The Company uses the results of this analysis for classifying the estimated

fair value àf these instruments in Level or For example we will review the estimated fair values received to determine whether

corroborating evidence i.e similar observable positions and actual trades will support Level classification in the fair value hierarchy

Security prices which cannot be corroborated due to relatively less pricing transparency and diminished liquidity will be classified as Level

Even some of our very high quality invested assets have been more illiquid for periods of time as-a result of the market conditions described

above

For privately placed fixed maturity securities the Company determines the estimated fair value generally through matrix pricing

discounted cash flow techniques or from independent pricing services after assessing that the observability of inputs used can be

corroborated with observable market data The discounted cash flow valuations rely upon the estimated future cash flows of the security

credit spreads of comparable publicsecurities and secondary transactions as well as taking into account among other factors the credit

quality of the issuer and the reduced
liquidity associated with privately plced debt securities

The CompanV has reviewed the significance and observability of inputs used in the valuation methodologies to determine the appropriate

fair value hierarchy level for each of its securities Based on the results of this review and investment class analyses each instrument is

categorized as Level or based on the priority of the inputs to the respective valuation methodologies Certain U.S Treasury agency and

government guaranteed fixed maturity securities certain foreign government fixed maturity securities residential mortgage-backed secu
rities RMBS principally-to-be-announced securities exchange-traded common stock and mutual fund interests registered mutual fund

interests priced using daily Oat asset value provided by fund managers included within trading and other securities certain other securities

classified as trading and other securities which are similar to the above described fixed maturity and equity securities and certain short-term

money market securities including U.S Treasury bills have been classified into Level because of high volumes of trading activity and

narrow bid/ask spreads Most securities valued by independent pricing services have been classified into Level because the significant

inputs used in pricing these securities are market observable or can be corroborated using market observable information Most investment

grade privately placed fixed maturity securities and certain below investment grade privately placed fixed maturity securities priced by

independent pricing services that use observable inputs have been classified within Level Distressed privately placed fixed maturity

securities have been classified within Level Below investment grade privately placed fixed maturity securities and less liquid securities with

very limited trading activity where estimated fair values are determined by independent pricing services or by independent non-binding broker

quotations that use unobservable inputs or cannot be derived principally from or corroborated by observable market data are classified as

Level Use of independent non-binding broker quotations generally indicates there is lack of liquidity or the general lack of transparency in

the process to develop these price estimates causing them to be considered Level

Effective April 2009 the Company adopted accounting guidance that clarified existing guidance regarding estimating-the estimated

fair value of an- asset or liability if there was significant decrease in the volume and level of trading activity for these assets or liabilities and

identifying transactions that are not orderly The Companys valuation policies as described above and in Summary of Critical

Accounting Estimates Estimated Fair Values of Investments already incorporated the key concepts from this additional guidance

accordingly this guidance results in no material changes in our valuation policies At April 2009 and at each subsequent quarterly period in

2009 and 2010 we evaluated the markets that our fixed maturity and equity securities trade in and in our judgment despite the increased

illiquidity discussed above believe none of these fixed maturity and equity securities trading markets should be characterized as distressed

and disorderly We will continue to re-evaluate and monitor such fixed maturity and equity securities trading markets on an ongoing basis
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Fair Value Hierarchy Fixed maturity securities and equity securities available-for-sale measured at estimated fair value on recurring

basis and their corresponding fair value pricing sources and fair value hierarchy are as follows

December 31 2010

Fixed Maturity Equity
Securities Securities

In millions

Level

Quoted prices in active markets for identical assets 15025 4.6% 832 23.1%

Level

Independent pricing source 257625 78.7 616 17.1

Internal matrix pricing or discounted cash flow techniques ....................... 31839 9.8 985 27.3

Signifiqant other observable inputs
_________ ______

Level

Independent pricing source

Intemal matrix pricing or discounted cash flow techniques

10481 3.2 1011 28.0

9872 3.0 149 4.1

Independent broker quotations 2442 0.7 13 0.4

Significant unobservable inputs 22795 6.9 1173 32.5

Total estimated fair value $327 284 1000% $3 606 1000%

December 31 2010

Fair Value Measurements Using

Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable Total

Identical Assets Inputs Inputs Estimated

Level Level Level Fair Value

In millions

Fixed Maturity Securities

U.S corporate securities 85419

Foreign corporate securities 62401

Residential mortgage-backed securities 274 43037

Foreign government securities 149 40 092

Treasury agency and government guaranteed securities 14 602 18 623

Commercial mortgage backed securities CMBS 10 664

Asset-backed securities 10142

State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities $15 025 $289 464 $22 795 $327 284

Equity Securities

Common stock 832 1094 268 2194

Non-redeemable preferredstock 507 905 1412

Total equity securities 832 601 173 606

The composition of fair value pricing sources for and significant changes in Level securities at December 31 2010 are as follows

The majority of the Level fixed maturity and equity securities 84% as presented above were concentrated in four sectors U.S and

foreign corporate securities ABS and foreign government securities

Level fixed maturity securities are priced principally through market standard valuation methodologies independent pricing services

and independent non-binding broker quotations using inputs that are not market observable or cannot be derived principally from or

corroborated by observable market data Level fixed maturity securities consists of less liquid fixed maturity securities with very limited

trading activity or where less price transparency exists around the inputs to the valuation methodologies including alternative residential

mortgage loan RMBS and less liquid prime RMBS certain below investment grade private placements and less liquid investment grade

corporate securities included in U.S and foreign corporate securities and less liquid ABS including securities supported by sub-prime

mortgage loans included in ABS
During the year ended December31 2010 Level fixed maturity securities increased by $371 million or 2% excluding the impact of

the Acquisition and $5605 million or 33% including the impact of the Acquisition The Level fixed maturity securities acquired from

ALICO of $5435 million have been included in purchases sales issuances and settlements in the table below The increase was driven

by net purchases in excess of sales and increases in estimated fair value recognized in other comprehensive income loss Net

purchases in excess of sales of fixed maturity securities were concentrated in foreign government and ABS The increase in estimated

fair value in fixed maturity securities was concentrated in U.S and foreign corporate securities and ABS including RMBS backed by

sub-prime mortgage loans due to improving or stabilizing market conditions including improvement in liquidity coupled with the

effect of decreased interest rates on such securities
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roliforward of the fair value measurements for fixed maturity securities and equity securities available-for-sale measured at estimated fair

value on recurring basis using significant unobservable Level inputs is as follows

Year Ended
December 31 2010

Fixed Maturity Equity
Securities Securities

In millions

Balance beginning of year $17190 $1240

Total real zed/unrealized gains losses included in

Earnings 39 51

Other comprehensive income loss 1072 19

Purchases sales issuances and settlements1 4519 122
Transers into and/or out of Level 53 15

Balance end of year $22795 $1173

Includes securities acquired from ALICO of $5435 million for fixed maturity securities and $68 million for equity securities

An analysis of transfers into and/or out of Level for the year ended December 31 2010 is as follows

Total gains and losses in earnings and other comprehensive inccme loss are calculated assuming transfers in or out of Level

occurred at the beginning of the period Items transferred in and out for the same period are excluded from the roilforward

Total gains and losses for fixed maturity securities included in earnings of $2 million and other comprehensive income loss of

$19 million respectively were incurred for transfers subsequent to their transfer to Level for the year ended December31 2010
Net transfers into and/or out of Level for fixed maturity securities were $53 million for the year ended December31 2010 and were

comprised of transfers in of $1736 million and transfers out of $1683 million respectively

Overall transfers into and/or out of Level are attributable to change in the observability of inputs Assets and liabilities are transferred

into Level when significant input cannot be corroborated with market observable data This occurs when market activity decreases

significantly and underlying inputs cannot be observed current prices are not available and when there are significant variances in quoted

prices thereby affecting transparency Assets and liabilities are transferred out of Level when circumstances change such that significant

input can be corroborated with market observable data This may be due to significant increase in market activity specific event or one or

more significant inputs becoming observable Transfers into and/or out of any level are assumed to occur at the beginning of the period

Significant transfers in and/or out of Level assets and liabilities for the year ended December 31 2010 are summarized below

During the year ended December 31 2010 fixed maturity securities transfers into Level of $1736 million resulted primarily from

current market conditions characterized by lack of trading activity decreased
liquidity and credit ratings downgrades e.g from

investment grade to below investment grade These current market conditions have resulted in decreased transparency of valuations

and an increased use of broker quotations and unobservable inputs to determine estimated fair value principally for certain private

placements included in U.S and foreign corporate securities and certain CMBS
During the year ended December 31 2010 fixed maturity securities transfers out of Level of $1 683 million resulted primarily from

increased transparency of both new issuances that subsequent to issuance and establishment of trading activity became priced by

independent pricing services and existing issuances that over time the Company was able to corroborate pricing received from

independent pricing services with observable inputs or there were increases in market activity and .upgraded credit ratings primarily for

certain U.S and foreign corporate securities RMBS and ABS
See Summary of Critical Accounting Estimates Estimated Fair Value of Investments for further information on the estimates and

assumptions that affect the amounts reported above

See Fair Value Assets and Liabilities Measured at Fair Value Recurring Fair Value Measurements Valuation Techniques and

Inputs by Level Within the Three-Level Fair Value Hierarchy by Major Classes of Assets and Liabilities in Note for further information about

the valuation techniques and inputs by level by major classes of invested assets that affect the amounts reported above

Fixed Maturity Securities Credit Quality Ratings The Securities Valuation Office of the National Association of Insurance Commis
sioners NAIC evaluates the fixed maturity security investments of insurers for regulatory reporting and capital assessment purposes and

assigns securities to one of sixoredit quality categories called NAIC designations If no rating is available from the NAIC then as permitted by

the NAIC an internally developed rating is used The NAIC ratings are generally similar to the credit quality designations of the Nationally

Recognized Statistical Ratings Organizatione NRSROs for marketable fixed maturity securities called rating agency designations except

for certain structured securities as described below NAIC ratings and include fixed maturity securities generally considered investment

grade i.e rated Baa3 or better by Moodys Investors Service Moodys or rated BBB or better by SP and Fitch Ratings Fitch by such

rating organizations NAIC ratings through include fixed maturity securities generally considered below investment grade i.e rated Bal
or lower by Moodys or rated BB or lower by SP and Fitch by such rating organizations

The NAIC adopted revised rating methodologies for non-agency RMBS including RMBS backed by sub-prime mortgage loans reported

within ABS that became effective December 31 2009 and for CMBS and all other ABS that became effective December31 2010 The

NAICs objective with the revised rating methodologies for these structured securities was to increase the accuracy in assessing expected

losses and to use the improved assessment to determine more appropr.ate capital requirement for such structured securities The revised

methodologies reduce regulatory reliance on rating agences and allow for greater regulatory input into the assumptions used to estimate

expected losses from such structured securities

The three tables below present fixed maturity securities based on rating agency designations and equivalent designations of the NAIC
with the exception of certain structured securities held by the Companys insurance subsidiaries that file NAIC statutory financial statements

Non-agency RMBS including RMBS backed by sub-prime mortgage loans reported within ABS CMBS and all other ABS held by the

Companys insurance subsidiaries that file NAIC statutory financial statements are presented based on final ratings from the revised NAIC

rating methodologies described above which may not correspond to rating agency designations All NAIC designation e.g NAIC

amounts and percentages presented herein are based on the revised NAIC methodologies described above All rating agency designation
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e.g Aaa/AAA amounts and percentages presented herein are based on roting agency designations without adjustment for the revised NAIC

methodologies described above

The following three tables present information about the Companys fixed maturity securities holdings by NAIC credit quality ratings

Comparisons betweOn NAIC ratings and rating agency designations are published by the NAIC Rating agency designations are based on

availability of applicable rabngs trom rating agencies on the NAIC acceptable rating organizations list including Moodys SP Fitch and

Realpoint LLC If no ratingis available from rating agency then an internally developed rating is used

The following table presents the Companys total fixed maturity securities by NRSRO designation and the equivalent designations of the

NAIC except for certain structured securities which are presented using final ratings from the revised NAIC rating methodologies as

described above as well as the percentage based on estimated fair value that each designation is comprised of at

December31

NAIC Rating

Rating Agency Designation

U.S corporate securities

Foreign corporate securities

RMBS1

Foreign government securities

U.S Treasury agency and government

guaranteed securities

CMBS1

ABS1
State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities

NAIC Rating

Rating Agency Designation

U.S corporate securities

Foreign corporate securities

46754 $34326

30652 24414

38 1109

32957 7164

33304

19385 665

13136 435

9368 722

$233540 $68858 $15294

71.4% 21.0%

Total

In or Near Estimated

Default Fair Value

40

45

92568

68178

44733

43400

72187

38030

44020

11947

25447

15622

13162

7208

19

$227642

2010 2009

Estimated Estimated

NAIC Amortized Fair of Amortized Fair of

Rating Rating Agency Designation Cost Value Total Cost Value Total

In millions

Aaa/AaA $228875 $233540 71.4% $151391 $151136 66A%

Baa 65550 68858 21.0 55508 56305 24.7

Ba 15335 15294 47 13 184 12003 53

8752 8316 25 7474 6461 29

Caaand lower 1343 1146 0.4 1809 1425 0.6

In or near default 153 130 343 312 0.1

Total fixed maturity securities $320008 $327284 100% $229709 $227642 100%

The following tables present the Companys total fixed maturity securities based on estimated fair value by sector classification and by

NRSRO designation and the equivalent designations of theNAIC except for certain structured securities Ahich are presented as described

above that each designation is comprised of at December31 2010 and 2009

Fixed Maturity Securities by Sector Credit Quality Rating at December 312010

Caa and

Aaa/Aa/A Baa Ba Lower

In millions

-$ 7635 $3460 353

2476 1454 173

2271 1993 331

2179 1080

363

338

32

Percentage of total

33304

205 56 20675

120 226 35 14290

10129

__i

$8316 $1146 $130 $327284

4.7% 2.5% 0.4% 100.0%

Fixed Maturity SeŁurities by Sector Credit Quality Rating at December 312009

Total

Caa and In or Near Estimated

Aaa/Aa/A Baa Ba Lower Default FairValue

In millions

$31848 $30266 6319 $2965 616

16678 17393

RMBS1 38464

Foreign overnment securities 5786

U.S Treasury agency and government

guaranteed securities 25447

CMBS 15000

ABS 11573

State and political subdivision securities 6337

Other fixed maturity securities

Total fixed maturity securities $151136

Percentage of total

$173

281 81

339-

15

1530

1391

415

22

124

1563

4841

434

1033

765

10

$56305

2067

2260

890

152

275

40

$12003

14

117

58

40

66.4% 24.7%

$6461 $1425 $312

5.3% 2.9% 0.6% 0.1% 100.0%
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Presented using the final rating from revised NAIC rating methodologies
Fixed Maturity and Equity Securities Available-for-Sale See Investments Fixed Maturity and Equity Securities Available-for-Sale in

Note of the Notes to the Consolidated Financial Statements for tables summarizing the cost or amortized cost gross unrealized gains and
losses including noncredit loss component of Ofil loss and estimated fair value of fixed maturity and equity securities on sector basis and
selected information about certain fixed maturity securities held by the Company that were below investment grade or non-rated non-income
producing credit enhanced by financial guarantor insurers by sector and the ratings of the financial guarantor insurers providing the credit

enhancement at December31 2010 and 2009

Concentrations of Credit Risk Equity Securities TheCompany was not exposed to any significant concentrations of credit risk in its

equity securities portfolio of any single issuer greater than 10% of the Companys equity or 1% of total investments at December31 2010
and 2009

Concentrations of Credit Risk Fixed Maturity Securities Summary See Investments Fixed Maturity Securities Available-for-Sale

Concentrations in Note of the Notes to the Consolidated Financial Statements for summary of the concentrations of credit risk related to

fixed maturity securities holdings

Corporate Fixed Maturity Securities The Company maintains diversified portfolio of corporate fixed maturity securities across
industries and issuers This portfolio does not have exposure to any single issuer in excess of 1% of the total investments See Invest
ments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk Fixed Maturity Securities U.S and

Foreign Corporate Securities in Note of the Notes to the Consolidated Financial Statements for the tables that present the major industry

types that comprise the corporate fixed maturity securities holdirtgs the largest exposure to single issuer and the combined holdings in the

ten issuers to which it had the largest exposure at December 31 2010 and 2009
Structured Securities The following table presents the types of structured securities and portion rated Aaa/AAA and portion rated NAIC

at

December 31

2010 2009

Estimated Estimated

Fair of Fair of

Value Total Value Total

In millions

RMBS $44733 56.1% $44020 60.5%

CMBS 20675 26.0 15622 21.4

ABS 14290 17.9 13162 18.1

Total structured securities $79698 100.0% $72804 100%

Ratings profile

RMBS rated Aaa/AAA $36085 807% $35626 80.9%

RMBS rated NAIC $38984 87.1% $38464 87.4%

CMBS rated Aaa/AA.A $16901 81.7% $13355 85.5%

CMBS rated NAIC $19385 93.7% $15000 96.0%

ABS rated AaaIAA $10411 72.9% 9354 71.1%

ABS rated NAIC $13136 91.9% $11573 879%
RMBS See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk Fixed Maturity

Securities RMBS in Note of the Notes to the Consolidated Financial Statements for the tables that present the Companys RMBS
holdings by security type and risk profile at December 31 2010 and 2009

The majority of RMBS held by the Company was rated Aaa/AAA by Moodys SP or Fitch and the majority was rated NAIC by the NAIC at

December31 2010 and 2009 as presented above The majority of the agency RMBS held by the Company was guaranteed or otherwise
supported by FNMA FHLMC or GNMA Non-agency RMBS includes prime and alternative residential mortgage loans Alt-A RMBS Prime
residential mortgage lending includes the origination of residential mortgage loans to the most creditworthy borrowers with high quality credit

profiles Alt-A classification of mortgage loans where the risk profile of the borrower falls between prime and sub-prime Sub-prime
mortgage lending is the origination of residential mortgage loans to borrowers with weak credit profiles Included within Alt-A RMBS are

resecuritization of real estate mortgage investment conduit Re-REMIC securities Re-REMIC Alt-A RMBS involve the pooling of previous

issues of Alt-A RMBS and restructuring the combined pools to create new senior and subordinated securities The credit enhancement on the

senior trenches is improved through the resecuritization The Companys holdings are in senior tranches with significant credit enhancement
The Companys Alt-A securities portfolio has superior structure to the overall Alt-A market At December 31 2010 and 2009 the

Companys Alt-A securities portfolio has no exposure to option adjustable rate mortgages ARMs and minimal exposure to hybrid ARMs
The Companys Alt-A securities portfolio is comprised primarily of fixed rate mortgages which have performed better than both option ARMs
and hybrid ARMs in the overall Alt-A market Additionally 85% and 90% at December31 2010 and 2009 respectively of the Companys Alt-A

securities portfolio has super senior credit enhancement which typically provides double the credit enhancement of standard Aaa/MA
rated fixed maturity security See Investments Fixed Maturity and Equity Securities Available for Sale Concentrations of Credit Risk

Fixed Maturity Securities RMBS in Note of the Notes to Consolidated Financial Statements for table that presents the estimated fair

value of Alt-A securities held by the Company by vintage year net unrealized loss portion of holdings rated Aa/AA or better by Moodys SP
or Fitch portion rated NAIC by the NAIC and portion of holdings that are backed by fixed rate collateral or hybrid ARM collateral at

December31 2010 and 2009 The Companys holdings of Re-REMIC Alt-A RMBS reported within Alt-A RMBS were all rated NAIC and were
$703 million and $782 million at estimated fair value at December 31 2Q10 and 2009 respectively

RMBS in which the present value of projected future cash flows expected to be collected is less than amortized cost are reviewed for

impairment in accordance with our impairment policy Based upon the analysis of the Companys exposure to RMBS including Alt-A RMBS
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the Company expects to receive payments in accordance with the contractual terms of the securities that are considered temporarily

impaired

CMBS There have been disruptions in the CMBS market due to market perceptions that default rates will increase in part as result of

weakness in commercial real estate market fundamentals and in part to relaxed underwriting standards by some originators of commercial

mortgage loans within the more recent vintage years i.e 2006 and later These factors caused pull-back in market liquidity increased

credit spreads and repricing of risk which has led to higher levels of unrealized losses as compared to historical levels through the first quarter

of 2010 However in the second quarter of 2010 market conditions continued to improve and interest rates continue to decrease causing

our portfolio to be in net unrealized gain position of 2% of amortized cost at December 31 2010

CMBS in which the present value of projected future cash flows expected to be collected is less than amortized cost are reviewed for

impairment in accordance with our impairment policy Based upon the analysis of the Companys exposure to CMBS the Company expects to

receive payments in accordance with the contractual terms of the securities that are considered temporarily impaired

The Companys holdings in CMBS were $20.7 billion and $15.6 billion at estimated fair value at December 31 2010 and 2009

redpectively See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk Fixed Maturity

Securities
-- CMBS in Note of the Notes to the Consolidated Financial Statements for tables that present the amortized cost and

estimated fair value rating agency designation by Moodys SP Fitch or Realpoint LLC and holdings by vintage year of such securities held

by the Company at December31 2010 and 2009 The Company had no exposure to CMBS index securities at December31 2010 or 2009

The Companys holdings of commercial real estate collateralized debt obligations securities were $138 million and $1 11 million at estimated

fair value at December31 2010 and 2009 respectively The weighted average credit enhancement of the Companys CMBS holdings was

26% and 28% at December31 2010 and 2009 respectively This credit enhancement percentage represents the currerrt weighted average

estimated percentage of outstanding capital structure subordinated to the Companys investment holding that is available to absorb losses

before the security incurs the first dollar of loss of principal The credit protection does not include any equity interest or property value in

excess of outstanding debt

ABS The Companys ABS are diversified both by collateral type and by issuer See Investments Fixed Maturity and Equity Securities

Available-for-Sale Concentrations of Credit Risk Fixed Maturity Securities ABS in Note of the Notes to the Consolidated Financial

Statements for table that presents the Companys ABS by collateral type portion rated Aaa/AAA portion rated NAIC and portion credit

enhanced held by the Company at December31 2010 and 2009

The slowing U.S housing market greater use of affordable mortgage products and relaxed underwriting standards for some originators of

sub-prime mortgage loans have recently led to higher delinquency and loss rates especially within the 2006 and 2007 vintage years These

factors have caused pull-back in market liquidity and repricing of risk which has led to higher levels of unrealized losses on securities

backed by sub-prime mortgage loans as compared to historical levels However in 2010 market conditions improved credit spreads

narrowed on mortgage-backed and asset-backed securities and net unrealized losses on ABS backed by sub-prime mortgage loans

decreased from 36% to 22% of amortized cost from December 31 2009 to December 31 2010

ABS in which the present value of projected future cash flows expected to be collected is less than amortized cost are reviewed for

impairment in accordance with our impairment policy Based upon the analysis of the Companys ABS including sub-prime mortgage loans

through its exposure to ABS the Company expects to receive payments in accordance with the contractual terms of the securities that are

considered temporarily impaired

See Investments Fixed Maturity and Equity Securities Available-for-Sale Concentrations of Credit Risk Fixed Maturity Securities

ABS in Note of the Notes to the Consolidated Financial Statements for tables that present the Companys holdings of ABS supported by

sub-prime mortgage loans by rating agency designation and by vintage year and by NAIC rating at December 31 2010 and 2009

The Company had ABS supported by sub-prime mortgage loans with estimated fair values of $1119 million and $1044 million and

unrealized losses of $317 million and $593 million at December 31 2010 and 2009 respectively Approximately 54% of this portfolio was

rated Aa or better of which 88% was in vintage year 2005 and prior at December31 2010 Approximately 61% of this portfolio was rated Aa or

better of which 91% was in vintage year 2005 and prior at December31 2009 These older vintages from 2005 and prior benefit from better

underwriting improved enhancement levels and higher residential property price appreciation All of the $1 119 million and $1 044 million of

ABS supported by sub-prime mortgage loans were classified as Level fixed maturity securities in the fair value hierarchy at December31

2010 and 2009 respectively

ABS also include collateralized debt obligations backed by sub-prime mortgage loans at an aggregate cost of $18 million with an

estimated fair value of $17 million at December 31 2010 and an aggregate cost of $22 million with an estimated fair value of $8 million at

December 31 2009

Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment

See Investments Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment in Note of the Notes to the

Consolidated Financial Statements for discussion of the regular evaluation of available-for-sale securities holdings in accordance with

our impairment policy whereby we evaluate whether such investments are other-than-temporarily impaired new GUI guidance adopted in

2009 and factors considered by security classification in the regular OTTI evaluation

See Summary of Critical Accounting Estimates

Net Unrealized Investment Gains Losses
See Investments Net Unrealized Investment Gains Losses in Note of the Notes to the Consolidated Financial Statements for the

components of net unrealized investment gains losses included in accumulated other comprehensive income loss and the changes in net

unrealized investment gains losses at December 31 2010 and 2009 and for the years ended December 31 2010 2009 and 2008

respectively

Fixed maturity securities with noncredit GUI losses in accumulated other comprehensive income loss of $601 million at December31

2010 includes $859 million recognized prior to January 2010 $212 million $202 million net of DAC of noncredit OTTI losses

recognized in the year ended December31 2010 $16 million transferred to retained earnings in connection with the adoption of guidance

related to the consolidation of VIEs see Note of the Notes to the Consolidated Financial Statements for the year ended December31 2010

$137 million related to securities sold for the year ended December 31 2010 for which noncredit GUI loss was previously recognized in

accumulated other comprehensive income loss and $317 million of subsequent increases in estimated fair value during the year ended
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December 31 2010 en such securities for which noncredit OTTI loss was previously recognized in accumulated other comprehensive
income loss

Fixed maturity securities with noncredit 0111 losses in accumulated ether comprehensive income less of $859 million at December31
2009 includes $1 26 million related to the transition adjustment recorded in 2009 upon the adoption of guidance on the recognition and

presentation of CITI $939 million $857 million net of DAC of nencredit CIII losses recognized in the year ended December31 2009 as
more fully described in Note of the Notes to the Consolidated Financial Statements $20 million related to securities sold during the year

ended December31 2009 for which ariencredit less was previously recognized in accumulated other comprehensive income less and
$186 million of subsequent increases in estimated fair value during the year ended December 31 2009 on such securities icr which
nencredit CIII less was previously recognized in adeumulated ether comprehensive income less

Aging of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities Available-for-Sale
See Investments Aging of Gross Unrealized Less and CIII Less for Fixed Maturity and Equity Securities Available-for-Sale in Note of

the Notes to the Consolidated Financial Statements for the tables that present the cost or amortized cost gross unrealized less including the

portion of 0111 lessen fixed maturity securities recognized in accumulated ether comprehensive income less at December 31 2010 goss
unrealized less as percentage of ces or amortized coŁt 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 2.0% or 20% or more at December 31 2010 and 2009

Concentration of Gross Unrealized Loss and OTTI Loss for Fixed Maturity and Equity Securities Available-for-Sale

See Investments Concentration of Gross Unrealized Loss and 0111 Less for Fixed Maturity and Equity Securities Available-for-Sale in

Note of the Notes tothe Consolidated Financial Statements for the tables that present the concentration by sector and industry of the

Companys gross unrealized losses related to its fixed maturity and equity securities including the portion of 0111 less on fixed maturity

securities recognized in accumulated ether comprehensive loss of $6.9 billion and $10.8 billion at December 31 2010 and 2009
respectively

Evaluating Temporarily Impaired Available-for-Sale Securities

See Investments Fixed Maturity and Equity Securities Available-for-Sale Evaluating Temporarily Impaired Available-for-Sale Secu
rities in Note of the Notes to the Consolidated Financial Statements for table that presents the Companys fixed maturity and equity

securities each with gross unrealized loss of greater than $10 million the number of securities total gross unrealized less and percentage of

total gross unrealized less at December31 2010 and 2009
Fixed maturity and equity securities each with gross unrealized less greater than $10 million decreased $2.5 billion during the year

ended December31 2010 The cause of the decline in or improvement in gross unrealized losses for the year ended December31 2010
was primarily attributable to decrease in interest rates and narrowing of credit spreads These securities were included in the Companys
CIII review process Based upon tHe Companys current evaluation of these securities in accordance with its impairment policy and the

Company current intentions and assessments as applicable to the type of security about holding selling and any requirements to sell

these securities the Company has concluded that these securities are not other-than-temporarily impaired
In the Companys impairment review process the duration and severity of an unrealized loss position for equity securities is given greater

weight and consideration than for fixed rriaturity securities An extended and severe unrealized loss position on fixed maturity security may
not have any impact en the ability of the issuer to service all scheduled interest and principal payments and the Companys evaluation of

recoverability of all contractual cash flows or the ability to recover an amount at least equal to its amortized cost based on the present value of

the expected future cash flows to be collected In contrast for an equity security greHterweiht and consideration is given by the Company to

decline in market value and the likelihood such market value decline will recover

See Investments Fixed Maturity and Equity Securities Available-for-Sale Evaluating Temporarily lmp8ired Available-for-Sale Secu
rities in Note of the Notes to the Consolidated Financial Statements for table that presents certain information about the Companys equity

securities available-for-sale with gross unrealized lóss of 20% or mere at December 31 2010
In connection with the equity securities impairment review process at December 31 2010 the Company evaluated its holdings in non-

redeemable preferred stock particularly those of financial services companies The Company considered several factors including whether
there has been any deterierat on in credit of the issuer and the likelihood of recovery in value of non redeemable preferred stock with severe
or an extended unrealized less The Company also considered whether any non redeemable preferred stock with an unrealized loss held by
the Company regardless of credit rating have deferred any dividend payments No such dividend payments had been deferred

With respect to common stock holdings the Company considered the duration and severity of the unrealized losses for securities in an
unrealized loss position of 20% or more and the duration of unrealized losses for securities in an unrealized loss position of less than 20% in an
extended unrealized less position i.e for 12 months or greater

Future CIII will depend primarily on economic fundamentals issuer Herformance including changes in the present value of future cash
flows expected to be collected changes in credit rating changes in collateral valuation changes in interest rates and changes in credit

spreads If economic fundamentals and any of the above factors deteriorate additionalCIll may be incurred in upeemingquarters

Net Investment Gains Losses Including OTTI Losses Recognized in Earnings
Effective April 2009 the Company adopted guidance on the recognition and presentation of CIII that amends the methodology to

determine for fixed maturity securities whether an CIII exists and for certain fixed maturity securities changes hew CIII losses that are

charged to
earnings are measured There was no change in the methodology for identification and measurement of CIII losses charged to

earnings for impaired equity seCurities

See Investments Fixed Maturity and Equity Securities Available-for-Sale Net Investment Gains Losses in Note of the Notes to

the Consolidated Financial Statements or stable that presents proceeds from sales or disposals of fixed maturity and equity securities and
the components of fixed maturity and equity securities net investment gains losses for the years ended December31 2010 2009 and 2008
respectively

Overview of Fixed Matut-ity and Equity Security 0717 Losses Recognized in Earnings Impairments of fixed maturity and equity securities

were $484 million $1.9 billion and $1.7 billion forthe years ended December31 2010 2009 and 2008 respectively Impairments of fixed

maturity securities were $470 million $1 .5 billion and $1 .3 billion for the years ended December 31 2010 20D9 and 2008 respectively
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Impairments of equity securities were $14 million $400 million and $430 million for the years ended December 31 2010 2009 and 2008

respectively

The Companys credit-related impairments of fixed maturity securities were $423 million $1 .1 billion and $1 billion for the years ended

December 31 2010 2009 and 2008 respectively

The Companys three largest impairments totaled $105 million $508 million and $528 million for the years ended December 31 2010

2009 and 2008 respectively

The Company records OTTI losses charged to earnings within net investment gains losses and adjusts the cost basis of the fixed maturity

and equity securities accordingly The Company does not change the revised cost basis for subsequent recoveries in value

The Company sold or disposed of fixed maturity and equity securities at loss that had an estimated fair value of $1 8.2 billion $10.2 billion

and $29.9 billion for the years ended December 31 2010 2009 and 2008 respectively Gross losses excluding impairments for fixed

maturity and equity securities were $628 million $1.2 billion and $1.8 billion for the years ended December 31 2010 2009 and 2008

respectively

Explanations of changes in fixed maturity and equity securities impairments are as follows

Year Ended December 31 2010 compared to the Year Ended December31 2009 Overall 0111 losses recognized in earnings on

fixed maturity and equity securities were $484 million for the current year as compared to $1 .9 billion in the prior year Improving or

stabilizing market conditions across all sectors and industries particularly the financial services industry as compared to the prior year

when there was significant stress in the global financial markets resulted in higher level of impairments in fixed maturity and equity

securities in the prior year The most significant decrease in the current year as compared to the prior year was in the Companys

financial services industry holdings which comprised $799 million in fixed maturity and equity security impairments in the prior year as

compared to $129 million in impairments in the current year Of the $799 million in financial services industry impairments in the year

$340 million were in equity securities of which $310 million were in financial services industry perpetual hybrid securities which were

impaired as result of deterioration in the credit rating of the issuer to below investment grade and due to severe and extended

unrealized loss position on these securities Impairments in the current year were concentrated in the RMBS ABS and CMBS sectors

reflecting current economic conditions including higher unemployment levels and continued weakness within the real estate markets

Of the fixed maturity and equity securities impairments of $484 million and $1 900 million in the years ended December31 2010 and

2009 respectively $287 million and $449 million or 59% and 24% respectively were in the Companys RMBS ABS and CMBS

holdings

Year Ended December31 2009 compared to the Year Ended December31 2008 Overall 0111 losses recognized in earnings on

fixed maturity and equity securities were $1 .9 billion for the year ended December31 2009 as compared to $1 .7 billion in the prior year

The stress in the global financial markets that caused significant increase in impairments in 2008 as compared to 2007 continued into

2009 Significant impairments were incurred in several industry sectors in 2009 including the financial services industry but to lesser

degree in the financial services industry sector than in 2008 In 2008 certain financial institutions entered bankruptcy entered FDIC

receivership or received significant government capital infusions causing 2008 financial services industry impairments to be higherthan

in 2009 Of the fixed maturity and equity securities impairments of $1 900 million in 2009 $799 million were concentrated in the

Companys financial services industry holdings and were comprised of $459 million in impairmenfs on fixed maturity securities and

$340 million in impairments on equity securities and the $799 million included $623 million of perpetual hybrid securities which were

comprised of $313 million on securities classified as fixed maturity securities and $310 million on securities classified as non-

redeemable preferred stock Overall impairments in 2009 were higher due to increased fixed maturity security impairments across

several industry sectors which more than offset reduction in impairments in the financial services industry sector Impairments across

these several industry sectors increased in 2009 due to increased financial restructurings bankruptcy filings ratings downgrades

collateral deterioration or difficult operating environments of the issuers as resuIt of the challenging economic environment

Impairments on perpetual hybrid securities in 2009 were result of deterioration in the credit rating of the issuer to below investment

grade and due to severe and extended unrealized loss position

See Investments Fixed Maturity and Equity Securities Available-for-Sale Net Investment Gains Losses in Note of the Notes to

the Consolidated Financial Statements for tables that present fixed maturity security 0111 losses recognized in earnings by sector and by

industry within the U.S and foreign corporate securities sector for the years ended December31 2010 2009 and 2008 respectively and

equity security 0111 losses recognized in earnings by sector and industry for the years ended December 31 2010 2009 and 2008

respectively

Future Impairments Future 0111 will depend primarily on economic fundamentals issuer performance changes in credit ratings

changes in collateral valuation changes in interest rates and changes in credit spreads If economic fundamentals and other of the above

factors deteriorate additional 0111 may be incurred in upcoming periods See also Investments Fixed Maturity and Equity Securities

Available-for-Sale Net Unrealized Investment Gains Losses

Credit Loss Roilforward Roilforward of the Cumulative Credit Loss Component of OTTI Loss Recognized in Earn

ings on Fixed Maturity Securities Still Held for Which Portion of the OTTI Loss was Recognized in Other Compre
hensive Income Loss
See Investments Credit Loss Rollforward Roilforward of the Cumulative Credit Loss Component of Dill Loss Recognized in

Earnings on Fixed Maturity Securities Still Held for Which Portion of the 0111 Loss was Recognized in Other Comprehensive Income Loss

in Note of the Notes to the Consolidated Financial Statements for the table that presents rollforward of the cumulative credit loss

component of 0111 loss recognized in earnings on fixed maturity securities still held by the Company at December 31 2010 and 2009 for

which portion of the CIII loss was recognized in other comprehensive income loss for the years ended December 31 2010 and 2009

Securities Lending

The Company participates in securities lending programs whereby blocks of securities which are included in fixed maturity securities and

short-term investments are loaned to third parties primarily brokerage firms and commercial banks The Company generally obtains

collateral generally cash in an amount equal to 102% of the estimated fair value of the loaned securities which is obtained at the inception of

loan and maintained at level greater than or equal to 100% for the duration of the loan Securities loaned under such transactions may be
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sold or repledged by the transferee The Company is liable to return to its counterparties the cash collateral under its control These

transactions are treated as financing arrangements and the associated liability recorded at the amount of the cash received

See Investments Securities Lending in Note of the Notes to the Consolidated Financial Statements for information regarding the

Companys securities lending program

The estimated fair value of the securities on loan related to the cash collateral on open at December31 2010 was $2699 million of which

$2317 million were U.S Treasury agency and government guaranteed securities which if put to the Company can be immediately sold to

satisfy the cash requirements The remainder of the securities on loan were primarily U.S Treasury agency and government guaranteed

securities and very liquid RMBS The U.S Treasury securities on loan are primarily holdings of on-the-run U.S Treasury securities the most

liquid U.S Treasury securities available If these high quality securities that are on loan are put back to the Company the proceeds from

immediately selling these securities can be used to satisfy the related cash requirements The reinvestment portfolio acquired with the cash

collateral consisted principally of fixed maturity securities including AMBS U.S corporate U.S Treasury agency and government

guaranteed and ABS If the on loan securities or the reinvestment portfolio become less liquid the Company has the liquidity resources

of most of its general account available to meet any potential cash demands when securities are put back to the Company

Secüriy collateral on deposit from counterparties in connection with the securities ending transactions may not be sold or repledged
unless the counterparty is in default and is not reflected in the consolidated financial statements Separately the Company had $49 million

and $46 million at estimated fair value of cash and security collateral on deposit from counterparty to secure its interest in pooled
investment that is held by third-party trustee as custodian at December 31 2010 and 2009 respectively This pooled investment is

included within fixed maturity securities and had an estimated fair value of $49 million and $51 million at December31 2010 and 2009

respectively

Invested Assets on Deposit Held in Trust and Pledged as Collateral

See Investments Invested Assets on Deposit Held in Trust and Pledged as Collateral in Note of the Notes to the Consolidated

Financial Statements for table of the invested assets on deposit invested assets held in trust and invested assets pledged as collateral at

December31 2OlOand 2009

See also Investments Securities Lending for the amount of the Companys cash and invested assets received from and due back

to counterparties pursuant to its securities lending program

Trading and Other Securities

The Company has trading securities portfolio principally invested in fixed maturity securities to support investment strategies that

involve the active and frequent purchase and sale of securities Actively Traded Securities and the execution of short sale agreements

Trading and other securities also include securities for which the FVO has been elected FVO Securities FVO Securities include certain

fixed maturity and equity securities held for investment by the general account to support asset and
liability matching strategies for certain

insurance products PVC Securities also include contractholder-directed investments supporting unit-linked variable annuity type liabilities

which do not qualify for presentation as separate account sumnary total assets and liabilities These investments are primarily mutual funds

and to lesser extent fixed maturity and equity securities short-term investments and cash and cash equivalents The investment returns on

these investments inure to contractholders and are offset by corresponding change in PAB5 through interest credited to PABs Changes in

estimated fair value of such trading and other securities subsequent to purchase are included in net investment income FVO Securities also

include securities held by CSEs former qualifying special purpose entities with changes in estimated fair value subsequent to consolidation

included in net investment gains losses Trading and other securities were $18.6 billion and $2.4 billion or 3.9% and 0.7% of total cash and

invested assets at estimated fair value at December31 2010 and 2009 respectively The significant increase in trading and other securities

in 2010 was driven primarily by inclusion of ALICOs contractholder-directed unit-linked investments and to lesser extent growth in this

book of business that occurred during the ten month period ended October 31 2010 prior to the Acquisition See Investments Trading

and Other Securities in Note of the Notes to the Consolidated Financial Statements for tables Which present information about the Actively

Traded Securities and FVO Securities related short sale agreement liabilities investments pledged to secure short sale agreement liabilities

net investment income changes in estimated fair value included in net investment income for trading and other securities and changes in

estimated fair value included in net investment gains losses for FVO Securities held by CSEs at December31 2010 and 2009 and for the

years ended December 31 2010 2009 and 2008

Trading and other securities and trading short sale agreement liabilities measured at estimated fair value on recurring basis and their

corresponding fair value hierarchy are presented as follows

December 31 2010

Trading and Other Trading
Securities Liabilities

In millions

Quoted prices in active markets for identical assets and liabilities Level 6270 33.7% $46 100.0%

Significant other observable inputs Level 21 11497 61.9

Significant unobservable inputs Level 822 4.4

Total estimated fair value $18589 100.0% $46 100.0%

All FVO Securities held by CSEs are classified as Level
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roliforward of the fair value measurements for trading and other securities measured at estimated fair value on recurring basis using

significant unobservable Level inputs for the year ended December 31 2010 is as follows

Year Ended
December 31 2010

In millions

Balance at January 83

Total realized/unrealized gains losses included in

Earnings

Purchases sales issuances and settlements1 727

Transfer in and/or out of Level 19

Balance at December 31 $822

Includes securities acquired from ALICO ot $582 million

See Summary of Critical Accounting Estimates for further information on the estimates and assumptions that affect the amounts

reported above

Mortgage Loans

The Companys mortgage loans are principally collateralized by commercial real estate agricultural real estate and residential properties

The carrying value of mortgage loans was $62.4 billion and $50.9 billion or.13.1% and 15.1% of total cash end invested assets at

December31 2010 and 2009 respectively See Investments Mortgage Loans in Note of the Notes to the Consolidated Financial

Statements for table that presents the Companys mortgage loans held-for-investment of $59.1 billion and $48.2 billion by portfolio segment

at December31 2010 and 2009 respectively as well as the components of the mortgage loans held-for-sale of $3.3 billion and $2.7 billion at

December31 2010 and 2009 respectively The information presented on Mortgage Loans herein excludes the effects of consolidating

under GAAP certain VIEs that are treated as CSEs Such amounts are presented in the aforementioned table See Investments Mortgage

Loans in Note of the Notes to the Consolidated Financial Statements

Commercial Mortgage Loans by Geographic Region and Property Type Commercial mortgage loans are the most significant component

of the mortgage loan invested asset class as it represents 72% of total mortgage loans held-for-investment excluding the effects of

consolidating under GAAP certain VIEs that are treated as CSEs at both December 31 2010 and 2009 The Company diversifies its

commercial mortgage loan portfolio by both geographic region and property type to reduce the risk of concentration Additionally the

Company manages risk when originating commercial and agricultural mortgage loans by generally lending only up to 75% of the estimated

fair value of the underlying real estate The tables below present the diversification across geographic regions and property types for

commercial mortgage loans at

December 31

2010 2009

%of %of
Amount Total Amount Total

In millions

Region

Pacific 8974 23.7% 8822 25.1%

South Atlantic ..... 8016 21.2 7460 21.2

Middle Atlantic 6484 17.1 6042 17.2

International 4216 11.2 3620 10.3

West South Central 3266 8.6 2916 8.3

East North Central 3066 8.1 2531 7.2

New England 1531 4.1 1448 4.1

Mountain 884 2.3 959 2.7

West North Central 666 .8 675 .9

East South Central 461 .2 449 1.3

Other 256 0.7 254 0.7

Total recorded investment 37820 100.0% 35176 100.0%

Less valuation allowances 562 589

Carrying value net of valuation allowances $37258 $34587
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Commercial

Performing

Restructured

Potentially delinquent

Delinquent or under foreclosure

Total

Agricultural1

Performing

Restructured

Potentially delinquent

Delinquent or under foreclosure

Total

Residential2

Performing

Restructured

Potentially delinquent

Delinquent or under foreclosure

1.6%

40.2%

1.7%

Of the $1 2.8 billion of agricultural mortgage loans outstanding at December31 2010 53% were subject to rate resets prior to maturity

substantial portion ot these mortgage loans have been successfully renegotiated and remain outstanding to maturity

Residential mortgage loans held-for-investment consist primarily of tirst lien residential mortgage loans and to much lesser extent

second lien residential mortgage loans and home equity lines of credit

See Investments Mortgage Loans in Note Sot the Notes to the Consolidated Financial Statements for tables that present by portfolio

segment mortgage loans by credit quality indicator and impaired loans as well as information on past due and nonaccrual mortgage loans for

the year ended December 31 2010

December 31

2010 2009

%of %of
Amount Total Amount Total

In millions

Property Type

Office $16857 44.6% $15205 43.2%

Retail 9215 24.3 7964 22.6

Apartments 3630 9.6 3731 10.6

Hotel 3089 8.2 3117 8.9

Industrial 2910 7.7 2797 8.0

Other 2119 5.6 2362 6.7

Total recorded investment 37820 100% 35176 100%

Less valuation allowances 562 589

Carrying value net ot valuation allowances $37258 $34587

Mortgage Loan Credit Quality Restructured Potentially Delinquent Delinquent or Under Foreclosure The Company monitors its

mortgage loan investments on an ongoing basis including reviewing loans that are restructured potentially delinquent and delinquent or

under foreclosure These loan classifications are consistent with those used in industry practice

The Company defines restructured mortgage loans as loans in which the Company for economic or legal reasons related to the debtors

financial difficulties grants concession to the debtor that it would not otherwise consider The Company defines potentially delinquent loans

as loans that in managements opinion have high probability of becoming delinquent in the near term The Company defines delinquent

mortgage loans consistent with industry practice when interest and principal payments are past due as follows commercial mortgage

loans 60 days past due agricultural mortgage loans 90 days past due and residential mortgage loans 60 days past due The

Company defines mortgage loans under foreclosure as loans in which foreclosure proceedings have formally commenced

The following table presents the recorded investment and valuation allowance for all mortgage loans held-for-investment distributed by the

above stated loan classifications at

December 31

2010 2009

%of %of
Recorded of Valuation Recorded Recorded of Valuation Recorded

Investment Total Allowance Investment Investment Total Allowance Investment

In millions

$37489 99.1% $528

93 0.2

180 0.5 28

58 0.2

$37820 100.0% $562

$35066 99.7% $548

102 0.3 41

$35176 100.0% $589

1.4%

6.5%

15.6%

1.5%

0.3%

24.2%

17.7%

20.0%

0.7%

$12486

33

62

170

$12751

97.9% 35

0.3

0.5 11

1.3 34

100.0% 88

$11950

36

128

141

$12255

97.5%

0.3

1.0

1.2

100.0%

33

10

34

38

$115

2221 96.2% 12

0.3%

27.8%

26.6%

27.0%

09%

0.2

0.5% 1389 94.4% 16

Total 2308 100.0% $14

0.2

79 3.4

1.2%

0.1

10

2.5% 71

0.6% 1471

0.7

4.8

100.0% 17

1.4%

1.2%
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Mortgage Loan Credit Quality Monitoring Process Commercial and Agricultural Mortgage Loans The Company reviews all

commercial mortgage loans 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 estimated valuations of the underlying collateral loan-to-value ratios debt

service coverage ratios and tenant creditworthiness The monitoring process focuses on higher risk loans which include those that are

classified as restructured potentially delinquent delinquent or in foreclosure as well as loans with higher loan-to-value ratios and lower debt

service coverage ratios The monitoring process for agricultural mortgage loans is generally similar with focus on higher risk loans such as

loans with higher loan-to-value ratios including reviews on geographic and property type basis

Loan-to-value ratios and debt service coverage ratios are common measures in the assessment of the quality of commercial mortgage

loans Loan-to-value ratios are common measure in the assessment of the quality of agricultural mortgage loans Loan-to-value ratios

compare the amount of the loan to the estimated fair value of the underlying collateral loan-to-value ratio greater than 100% indicates that

the loan amount is greater than the collateral value loan-to-value ratio of less than 100% indicates an excess of collateral value overthe loan

amount The debt service coverage ratio compares propertys net operating income to amounts needed to service the principal and interest

due under the loan For commercial mortgage loans the average loan-to-value ratio was 66% and 68% at December 31 2010 and 2009

respectively and the average debt service coverage ratio was 2.4x as compared to 2.2x at December31 2009 For agricultural mortgage

loans the average loan-to-value ratio was 49% at both December31 2010 and 2009 respectively The values utilized in calculating these

ratios are developed in connection with our review of the commercial and agricultural mortgage loans and are updated routinely including

periodic quality rating process and an evaluation of the estimated fair value of the underlying collateral

Mortgage Loan Credit Quality Monitoring Process Residential Mortgage Loans The Company has conservative residential

mortgage loan portfolio and does not hold any option ARMs sub-prime or low teaser rate Higher risk loans include those that are classified as

restructured potentially delinquent delinquent or in foreclosure as well as loans with higher loan-to-value ratios and interest-only loans The

Companys investment in residential junior lien loans and residential mortgage loans with loan-to-value ratio of 80% or more was $95 million

and $76 million at December31 2010 and 2009 respectively and the majority of the higher loan-to-valueresidential mortgage loans have

mortgage insurance coverage which reduces the loan-to-value ratio to less than 80% Additionally the Companys investment in traditional

residential interest-only mortgage loans was $389 million and $323 million at December31 2010 and 2009 respectively

Mortgage Loan Valuation Allowances The Companys valuation allowances are established both on loan specific basis for those loans

considered impaired where property specific or market specific risk has been identified that could likely result in future loss as well as for

poois of loans with similar risk characteristics where property specific or market specific risk has not been identified but for which the

Company expects to incur loss Accordingly valuation allowance is provided to absorb these estimated probable credit losses The

Company records additions to and decreases in its valuation allowances and gains and losses from the sale of loans in net investment gains

losses

The Company records valuation allowances for loans considered to be impaired when it is probable that based upon current information

and events the Company will be unable to collect all amounts due under the contractual terms of the loan agreement Based on the facts and

circumstances of the individual loans being impaired loan specific valuation allowances are established for the excess carrying value of the

loan over either the present value of expected future cash flows discounted at the loans original effective interest rate the estimated fair

value of the loans underlying collateral if the loan is in the process of foreclosure or otherwise collateral dependent or Hi the loans

observable market price

The Company also establishes valuation allowances for loan losses for pools of loans with similar risk characteristics such as property

types loan-to-value ratios and debt service coverage ratios when based on past experience it is probable that credit event has occurred

and the amount of loss can be reasonably estimated These valuation allowances are based on loan risk characteristics historical default

rates and loss seventies real estate market fundamentals and outlook as well as other relevant factors

The determination of the amount of and additions or decreases to valuation allowances is based upon the Companys periodic evaluation

and assessment of known and ihherent risks associated with its loan portfolios Such evaluations and assessments are based upon several

factors including the Companys experience for loan losses defaults and loss severity and loss expectations for loans with similar risk

characteristics These evaluations and assessments are revised as conditions change and new information becomes available We update

our evaluations regularly which can cause the valuation allowances to increase or decrease over time as such evaluations are revised

Negative credit migration including an actual or expected increase in the level of problem loans will result in an increase in the valuation

allowance Positive credit migration including an actual or expected decrease in the level of problem loans will result in decrease in the

valuation allowance Such changes in the valuation allowance are recorded in nOt investment gains losses

See Investments Mortgage Loans in Note of the Notes to the Consolidated Financial Statements for table that presents the activity

in the Companys valuation allowances by portfolio segment for the years ended December31 2010 2009 and 2008 respectively and for

tables that present the Companys valuation allowances by type of credit loss by portfolio segment at December 31 2010 and 2009

respectively

The Company held $197 million and $210 million in mortgage loans which are carried at estimated fair value based on the value of the

underlying collateral or independent broker quotations if lower of which $164 million and $202 million relate to impaired mortgage loans

held-for-investment and $33 million and $8 million to certain mortgage loans held-for-sale at December 31 2010 and 2009 respectively

These impaired mortgage loans were recorded at estimated fair value and represent nonrecurring fair value measurement The estimated fair

value is categorized as Level Included within net investment gains losses for such impaired mortgage loans were net impairments of

$1 million and $93 million for the years ended December31 2010 and 2009 respectively Subsequent improvements in estimated fair value

on previously impaired loans recorded through reduction in the previously established provision to the valuation allowance are reported as

release above

Real Estate and Real Estate Joint Ventures

The Company diversifies its real estate investments by both geographic region and property type to reduce risk of concentration Of the

Companys real estate investments 88% are located in the U.S with the remaining 12% located outside the U.S at December31 2010 The

carrying value of the Companys real estate investments was $8.0 billion or 1.7% and $6.9 billion or 2.0% of total cash and invested assets

at December 31 2010 and 2009 respectively See Investments Real Estate in Note of the Notes to the Consolidated Financial
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Statements for tables that present the Companys real estate investments by investment strategy and by property type at December31 2010
and 2009

Properties acquired through foreclosure were $165 million $127 million and less than $1 million forthe years ended December31 2010
2009 and 2008 respectively and includes commercial agricultural and residential properties After the Company acquires properties

through foreclosijre it evaluates whether the property is appropriate for retention in its traditional real estate portfolio Foreclosed real estate

held at December 31 2010 and 2009 includes those properties the Company has not selected for retention in its traditional real estate

portfolio and which do not meet the criteria to be classified as held-for-sale

Impairments recognized on real estate held-for-investment were $48 million $160 million and $20 million for the years ended Decem
ber 31 2010 2009 and 2008 respectively Impairments recognized on real estate held-for-sale were $1 million for the year ended

December31 2010 There were no impairments recognized on real estate held-for-sale for each of the years ended December31 2009 and

2008 The Companys carrying value of real estate held-for-sale has been reduced by impairments recorded prior to 2009 of $1 million at both

December 31 2010 and 2009 The carrying value of non-income producing real estate was $137 million $76 million and $28 million at

December 31 2010 2009 and 2008 respectively

The impaired cost method basis real estate joint ventures were recorded at estimated fair value and represent non-recurring fair value

measurement The estimated fair value was categorized as Level Impairments to estimated fair value for such cost method basis real estate

joint ventures of $25 million $82 million and $0 for the years ended December 31 2010 2009 and 2008 respectively were recognized
within net investment gains losses and are included in the $48 million $1 60 million and $20 million of impairments on real estate investments

held-for-investment for the years ended December 31 2010 2009 and 2008 respectively The estimated fair value of the impaired cost

method real estate joint ventures after these impairments was $8 million and $93 million at December 31 2010 and 2009 respectively

Other Limited Partnership Interests

The carrying value of other limited partnership interests which primarily represent ownership interests in pooled investment funds that

principally make private equity investments in companies in the U.S and overseas was $6.4 billion and $5.5 billion or 1.3% and 1.6% of total

cash and invested assets at December31 2010 and 2009 respectively Included within other limited partnership interests were $1 .0 billion

at both December 31 2010 and 2009 of investments in hedgefunds

Impairments on cost basis limited partnership interests are recognized at estimated fair value determined from information provided in the

financial statements of the underlying other limited partnership interests in the period in which the impairment is recognized Consistent with

equity securities greater weight and consideration is given in the other limited partnership interests impairment review process to the severity

and duration of unrealized losses on such other limited partnership interests holdings Impairments to estimated fair value for such other

limited partnership interests of $12 million $354 million and $105 million for the years ended December 31 2010 2009 and 2008
respectively were recognized within net investment gains losses The estimated fair value of the impaired other limited partnership interests

after these impairments was $23 million $561 million and $137 million at December 31 2010 2009 and 2008 respectively These

impairments to estimated fair value represent non-recurring fair value measurements that have been classified as Level due to the limited

activity and price transparency inherent in the market for such investments

Other Invested Assets

See Investments Other Invested Assets in Note of the Notes to the Consolidated Financial Statements for table that presents the

Companys other invested assets by type at December31 2010 and 2009 and related information

Short-term Investments

The carrying value of short-term investments which include investments with remaining maturities of one year or less but greater than

three months at the time of purchase was $9.4 billion and $8.4 billion or 2.0% and 2.5% of total cash and invested assets at December31
2010 and 2009 respectively The Company is exposed to concentrations of credit risk related to securities of the U.S government and

certain U.S government agencies included within short-term investments which were $4.0 billion and $7.5 billion at December31 2010 and

2009 respectively

Cash Equivalents

The carrying value of cash equivalents which includes investments with an original or remaining maturity of three months or less at the

time of purchase was $9.6 billion and $8.4 billion at December 31 2010 and 2009 respectively The Company is exposed to concentrations

of credit risk related to securities of the U.S government and certain U.S government agencies included within cash equivalents which were

$5.8 billion and $6.0 billion at December 31 2010 and 2009 respectively

Derivative Financial Instruments

Derivatives The Company is exposed to various risks relating to its ongoing business operations including interest rate risk foreign

currency risk credit risk and equity market risk The Company uses variety of strategies to manage these risks including the use of

derivative instruments See Note Of the Notes to Consolidated Financial Statements for

comprehensive description of the nature of the Companys derivative instruments including the strategies for which derivatives are

used in managing various risks

Information about the notional amount estimated fair value and primary underlying risk exposure of the Companys derivative financial

instruments excluding embedded derivatives held at December31 2010 and 2009

Hedging See Note of the Notes to Consolidated Financial Statements for information about

The notional amount and estimated fair value of derivatives and non-derivative instruments designated as hedging instruments by type

of hedge designation at December31 2010 and 2009

The notional amount and estimated fair value of derivatives that are not designated or do not qualify as hedging instruments by derivative

type at December 31 2510 and 2009

The statement of operations effects of derivatives in cash flow fair value or non-qualifying hedge relationships for the years ended

December 31 2010 2009 and 2008

See Quantitative and Qualitative Disclosures About Market Risk Management of Market Risk Exposures Hedging Activities for

more information about the Companys use of derivatives by major hedge program
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Fair Value Hierarchy Derivatives measured at estimated fair value on recurring basis and their corresponding fair value hierarchy are

presented as follows

December 31 2010

Derivative Derivative

Assets Liabilities

In millions

Quoted prices in active markets for identical assets and liabilities Level 156 2% 45 1%

Significant other observable inputs Level 7176 92 4245 93

Significant unobservable inputs Level 445 272

Total estimated fair value $7777 100% $4562 100%

The valuation of- Level derivatives involves the use of significant unobservable inputs and generally requires higher degree of

managernen.t judgment or estimation than the valuations of Level and Level derivatives Although Level inputs are based on assumptions

deemed appropriate given the circumstances and are assumed to be consistent with what other market participants would use when pricing

such instruments the use of different inputs or methodologies could have material effect on the estimated fair value of Level derivatives

and could materially affect net income

Derivatives categorized as Level at December 31 2010 include interest rate forwards with maturities which extend beyond the

observable portion of the yield curve interest rate lock commitments with certain unobservable inputs including pull-through rates equity

variance swaps with unobservable volatility inputs or that are priced via independent broker quotations foreign currency swaps which are

cancelable and priced through independent broker quotations interest rate swaps with maturities which extend beyond the observable

portion of the yield curve credit default swaps based upon baskets of credits having unobservable credit correlations as well as credit default

swaps with maturities which extend beyond the observable portion of the credit curves and credit default swaps priced through independent

broker quotes foreign currency forwards priced via independent broker quotations or with liquidity adjustments implied volatility swaps with

unobservable volatility inputs orthat are priced via independent broker quotations equity options with unobservable volatility inputs or that are

priced via independent broker quotations currency options based upon baskets of currencies having Unobservable currency correlations

and credit forwards having unobservable repurchase rates

At December31 2010 and 2009 2.0% and 5.5% respectively of the net derivative estimated fair value was priced via independent

broker quotations

rollforward of the fair value measurements for derivatives measured at estimated fair value on recurring basis using significant

unobservable Level inputs for the year ended December 31 2010 is as follows

Year Ended

December 31 2010

In millions

Balance at January $356

Total realized/unrealized gains losses included in

Earnings

Other comprehensive income loss 81

Purchases sales issuances and settlements 75

Transfer in and/or out of Level 22

Balance at December 31 $173

See Summary of Critical Accounting Estimates Derivative Financial Instruments for further information on the estimates and

assumptions that affect the amounts reported above

Credit Risk See Note of the Notes to Consolidated Financial Statements for information about how the Company manages credit risk

related to its freestanding derivatives including the use of master netting agreements and collateral arrangements

Credit Derivatives See Note of the Notes to Consolidated Financial Statements for information about the estimated fair value and

maximum amount at risk related to the Companys written credit default swaps

Embedded Derivatives The embedded derivatives measured at estimated fair value on recurring basis and their corresponding fair

value hierarchy are presented as follows

December 31 2010

Net Embedded Derivatives Within

Asset Host Liability Host

Contracts Contracts

In millions

Quoted prices in active markets for identical assets and liabilities Level

Significant other observable inputs Level 11

Significant unobservable inputs Level 185 100 2623 100

Total estimated fair value $185 100% $2634 100%
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roliforward of the fair value measurements for net embedded derivatives measured at estimated fair value on recurring basis using

significant unobservable Level inputs is as follows

Year Ended
December 31 2010

In millions

Balance at January $l 455

Total realized/unrealized gains losses included in

Earnings 335
Other comprehensive income loss 226

Purchases sales issuances and settlements 422
Transfer in and/or out of Level

Balance at December 31 $2438

The valuation of guaranteed minimum benefits includes an adjustment for nonperformance risk Included in net derivative gains losses for

the years ended December31 2010 and 2009 were gains losses of $96 million and $1 932 million respectively in connection with this

adjustment These amounts are net of loss of $955 million relating to refinement for estimating nonperformance risk in fair value

measurements implemented at June 30 2010 See Summary of Critical Accounting Estimates

See Summary of Critical Accounting Estimates Embedded Derivatives for further information on the estimates and assumptions

that affect the amounts reported above

Off-Balance Sheet Arrangements

Commitments to Fund Partnership Investments

The Company makes commitments to fund partnership investments in the normal course of business for the purpose of enhancing the

Companys total return on its investment portfolio The amounts of these unfunded commitments were $3.8 billion and $4.1 billion at

December31 2010 and 2009 respectively The Company anticipates that these amounts will be invested in partnerships over the next five

years

Mortgage Loan Commitments

The Company has issued interest rate lock commitments on certain residential mortgage loan applications totaling $2.5 billion and

$2 billion at December31 2010 and 2009 respectively The Company intends to sell the maiority of these originated residential mortgage

loans Interest rate lock commitments to fund mortgage loans that will be held for sale are considered derivatives pursuant to the guidance on

derivatives and hedging and their estimated fair value and notional amounts are included within interest rate forwards

The Company also commits to lend funds under certain other mortgage loan commitments that will be held-for-investment in the normal

course of business for the purpose of enhancing the Companys total return on its investment portfolio The amounts of these mortgage loan

commitments were $3.8 billion and $2.2 billion at December31 2010 and 2009 respectively

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 private corporate bond investments in the normal

course of business for the purpose of enhancing the Companys total return on its investment portfolio The amounts of these unfunded

commitments were $2.4 billion and $1 .3 billion at December 31 2010 and 2009 respectively

There are no other material obligations or liabilities arising from the commitments to fund partnership investments mortgage loans bank

credit facilities and bridge loans and private corporate bond investment arrangements

Lease Commitments

The Company as lessee has entered into various lease and sublease agreements for office space information technology and other

equipment The Companys commitments under such lease agreements are included within the contractual obligations table See

Liquidity and Capital Resources The Company Liquidity and Capital Uses Contractual Obligations

Credit Facilities Committed Facilities and Letters of Credit

The Company maintains committed and unsecured credit facilities and letters of credit with various financial institutions See Liquidity

and Capital Resources The Company Liquidity and Capital Sources Credit and Committed Facilities for further descriptions of

such arrangements

Guarantees

See Guarantees in Note 16 of the Notes to the Consolidated Financial Statements

Collateral for Securities Lending
The Company has no non cash collateral for securities lending on deposit from customers which cannot be sold or repledged and which

has not been recorded on its consolidated balance sheets

Insolvency Assessments

See Note 16 of the Notes to the Consolidated Financial Statements

Policyholder Liabilities

The Company establishes and carries as liabilities actuarially determined amounts that are calculated to meet policy obligations when

policy matures or is surrendered an insured dies or becomes disabled or upon the occurrence of other covered events or to proyide for

future annuity payments Amounts for actuarial liabilities are computed and reported in the consolidated financial statements in conformity

with GAAP For more details on Policyholder Liabilities see Summary of Critical Accounting Estimates Also see Notes and of the

Notes to the Consolidated Financial Statements for an analysis of certain policyholder liabilities at December31 2010 and 2009
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Due to the nature of the underlying risks and the high degree of uncertainty associated with the determination of actuarial liabilities the

Company cannot precisely determine the amounts that will ultimately be paid with respect to these actuarial liabilities and the ultimate

amounts may vary from the estimated amounts particularly when payments may not occur until well into the future

However we believe our actuarial liabilities for future benefits are adequate to cover the ultimate benefits required to be paid to

policyholders We periodically review our estimates of actuarial liabilities for future benefits and compare them with our actual experience We
revise estimates to the extent permitted or required under GAAP if we determine that future expected experience differs from assumptions

used in the development of actuarial liabilittes

The Company has experienced and will likely in the future experience catastrophe losses and possibly acts of terrorism and turbulent

financial markets that may have an adverse impact oh our business results of operations and financial condition Catastrophes can be

caused by various events including pandemics hurricanes windstorms earthquakes hail tornadoes explosions severe winter weather

including snow freezing water ice storms and blizzards fires and man-made events such as terrorist attacks Due to their nature we cannot

predict the incidence timing severity or amount of losses from catastrophes and acts of terrorism but we make broad use of catastrophic

and non-catastrophic reinsurance to manage risk from these perils

Future Policy Benefits

The Company establishes liabilities for amounts payable under insurance policies 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 present value of

expected future net premiums Such liabilities are established based on methods and underlying assumptions in accordance with GIV-\P and

applicable actuarial standards Principal assumptions used in the establishment of liabilities for future policy benefits include mortality

morbidity policy lapse renewal retirement investment returns inflation expenses and other contingent events as appropriate to the

respective product type These assumptions are established at the time the policy is issued and are intended to estimate the experience for

the period the policy benefits are payable Utilizing these assumptions liabilities are established on block of business basis If experience is

less favorable than assumed and future losses are projected under loss recognition testing then additional liabilities may be required

resulting in charge to policyholder benefits and claims

Insurance Products Future policy benefits are comprised mainly of liabilities for disabled lives under disability waiver of premium policy

provisions liabilities for survivor income benefit insurance long-term care LTC policies active life policies and premium stabilization and

other contingency liabilities held under participating life insurance contracts In order to manage risk the Company has often reinsured

portion of the mortality risk on new individual life insurance policies The reinsurance programs are routinely evaluated and this may result in

increases or decreases to existing coverage The Company entered into various derivative positions primarily interest rate swaps and

swaptions to mitigate the risk that investment of premiums received and reinvestment of maturing assets over the life of the policy will be at

rates below those assumed in the original pricing of these contracts

Retirement Products Future policy benefits are comprised mainly of liabilities for life-contingent income annuities supplemental

contracts with and without life contingencies liabilities for Guaranteed Minimum Death Benefits GMDBs included in certain annuity

contracts and certain portion of guaranteed living
benefits See Variable Annuity Guarantees

Corporate BenefitFunding Liabilities are primarily related to structured settlement annuities There is no interest rate crediting flexibility

on these liabilities sustained low interest rate environment could negatively impact earnings as result The Company has various

derivative positions primarily interest rate floors and interest rate swaps to mitigate the risks associated with such scenario

Auto Home Future policy benefits include liabilities for unpaid claims and claim expenses for property and casualty insurance and

represent the amount estimated for claims that have been reported but not settled and claims incurred but not reported Liabilities for unpaid

claims are estimated based upon assumptions such as rates of claim frequencies levels of seventies inflation judicial trends legislative

changes or regulatory decisions Assumptions are based upon the Companys historical experience and analyses of historical development

patterns of the relationship of loss adjustment expenses to losses for each line of business and consider the effects of current developments

anticipated trends and risk management programs reduced for anticipated salvage and subrogation

International Future policy benefits are held primarily for traditional life and accident and health contracts in Japan Asia Pacific and

immediate annuities in Latin America They are also held for total return pass-thru provisions included in certain universal life and savings

products mainly in Japan and Latin America and traditional life endowment and annuity contracts sold in various countries in Asia Pacific

They also include certain liabilities for variable annuity guarantees of minimum death benefits and longevity guarantees sold in Japan and Asia

Pacific Finally in Europe and the Middle East they also include unearned premium liabilities established for credit insurance contracts

covering death disability and involuntary loss of employment as well as traditional life accident and health and endowment contracts

Factors impacting these liabilities include sustained periods of lower yields than rates established at issue lower than expected asset

reinvestment rates higher than expected lapse rates asset default and more rapid improvement of mortality levels than anticipated for life

contingent immediate annuities The Company mitigates its risks by implementing an asset/liability matching policy and through the

development of periodic experience studies See Variable Annuity Guarantees

Estimates for the liabilities for unpaid claims and claim expenses are reset as actuarial indications change and these changes in the liability

are reflected in the current results of operation as either favorable or unfavorable development of prior year losses

Banking Corporate Other Future policy benefits primarily include liabilities for quota-share reinsurance agreements for certain LTC

and workers compensation business written by MetLife Insurance Company of Connecticut MICC prior to its acquisition by MetLife Inc

These are run-oft businesses that have been included within Banking Corporate Other since the acquisition of MICC

Policyholder Account Balances

Policyholder account balances are generally equal to the account value which includes accrued interest credited but exclude the impact

of any applicable surrender charge that may be incurred upon surrender

Insurance Products Policyholder account balances are held for death benefit disbursement retained asset accounts universal life

policies the fixed account of variable life insurance policies specialized life insurance products for benefit programs and general account

universal lite policies Policyholder account balances are credited interest at rate set by the Company which are influenced by current

market rates The majority of the policyholder account balances have guaranteed minimum credited rate between 0.5% and 6.0%

sustained low interest rate environment could negatively impact earnings as result of the minimum credited rate guarantees The Company

has various derivative positions primarily interest rate floors to partially mitigate the risks associated with such scenario
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Retirement Products Policyholder account balances are held for fixed deferred annuities and the fixed account portion of variable

annuities for certain income annuities and for certain portions of guaranteed benefits Policyholder account balances are credited interest at

rate set by the Company Credited rates for deferred annuities are influenced by current market rates and most of these contracts have

minimum guaranteed rate between .0% and 4.0% See Variable Annuity Guarantees

Corporate Benefit Funding Policyholder account balances are comprised of funding agreements Interest crediting rates vary by type of

contract and can be fixed or variable Variable interest crediting rates are generally tied to an external index most commonly 1-month or

3-month LIBOR MetLife is exposed to interest rate risks and foreign exchange risk when guaranteeing payment of interest and return of

principal at the contractual maturity date The Company may invest in floating rate assets or enter into floating rate swaps also tied to external

indices as well as caps to mitigate the impact of changes in market interest rates The Company also mitigates its risks by implementing an

asset/liability matching policy and seeks to hedge all foreign currency risk through the use of foreign currency hedges including cross

currency swaps

International Policyholder account balances are held largely for fixed income retirement and savings plans in Japan and Latin America

and to lesser degree amounts for unit-linked-type funds in certain countries across all regions that do not meet the GAAP definition of

separate accounts Also included are certain liabilities for retirement and savings products sold in certain countries in Japan and Asia Pacific

that generally are sold with minimum credited rate guarantees Liabilities for guarantees on certain variable annuities in Japan and Asia Pacific

are established in accordance with derivatives and hedging guidance and are also included within policyholder account balances These

liabilities are generally impacted by sustained periods of low interest rates where there are interest rate guarantees The Company mitigates

its risks by implementing anasset/liabilitymatchingpolicy and by hedging its variable annuity guarantees Liabilities for unit-linked-type funds

are impacted by changes in the fair value of the associated underlying investments as the return on assets is generally passed directly to the

policyholder See Variable Annuity Guarantees

Variable Annuity Guarantees

The Company issues certain variable annuity products with guaranteed minimum benefits that provide the policyholder minimum return

based on their initial deposit i.e the benefit base less withdrawals In some cases the benefit base may be increased by additional deposits

bonus amounts accruals or market value resets These guarantees are accounted for as insurance liabilities or as embedded derivatives

depending on how and when the benefit is paid Specifically guarantee is accounted for as an embedded derivative if guarantee is paid

without requiring ithe occurrence of specific insurable event or ii the policyholder to annuitize Alternatively guarantee is accounted for

as an insurance liability if the guarantee is paid only upon either the occurrence of specific insurable event or upon annuitization In

certain cases guarantee may have elements of both an insurance liability and an embedded derivative and in such cases the guarantee is

accounted for under
split of the two models

The net amount at risk NAR for guarantees can change significantly during periods of sizable and sustained shifts in equity market

performance increased equity volatility or changes in interest rates The NAR disclosed in Note of the Notes to the Consolidated Financial

Statements represents managements estimate of the current value of the benefits under these guarantees if they were all exercised

simultaneously at December31 2010 and 2009 respectively However there are features such as deferral periods and benefits requiring

annuitization or death that limit the amount of benefits that will be payable in the near future

Guarantees including portions thereof accounted for as embedded derivatives are recorded at estimated fair value and included in

policyholder account balances Guarantees accounted for as embedded derivatives include GMAB the non life-contingent portion of GMWB
and the portion of certain GMIB that do not require annuitization For more detail on the determination of estimated fair value see Note of the

Notes to the Consolidated Financial Statements

The table below contains the carrying value for guarantees included in policyholder account balances at

December 31

2010 2009

In millions

U.S Business

Guaranteed minimum accumulation benefit 44 60

Guaranteed minimum withdrawal benefit 173 154

Guaranteed minimum income benefit 51 66

International

Guaranteed minimum accumulation benefit 454 195

Guaranteed minimum withdrawal benefit 1936 025

Total $2556 $1500

Included in net derivative gains losses for the years ended December 31 2010 and 2009 were gains losses of $269 million and

$1806 million respectively in embedded derivatives related to the change in estimated fair value of the guarantees The carrying amount of

guarantees accounted for at estimated fair value includes an adjustment for nonperformance risk In connection with this adjustment gains

losses of $96 million and $1 932 million are included in the gains losses of $269 million and $1 806 million in net derivative gains

losses for the year ended December 31 2010 and 2009 respectively

The estimated fair value of guarantees accounted for as embedded derivatives can change significantly during periods of sizable and

sustained shifts in equity market performance equity volatility interest rates or foreign exchange rates Additionally because the estimated

fair value for guarantees accounted for at estimated fair value includes an adjustment for nonperformance risk decrease in the Companys

credit spreads could cause the value of these liabilities to increase Conversely widening of the Companys credit spreads could cause the

value of these liabilities to decrease The Company uses derivative instruments and reinsurance to mitigate the liability exposure risk of loss

and the volatility of net income associated with these liabilities The derivative instruments used are primarily equity and treasury futures

equity options and variance swaps and interest rate swaps The change in valuation arising from the nonperformance risk is not hedged
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The table below presents the estimated fair value of the derivatives hedging guarantees accounted for as embedded derivatives

December 31

2010 2009

Primary Underlying Notional
Estimated Fair Value

Notional
Estimated Fair Value

Risk Exposure Derivative Type Amount Assets Liabilities Amount Assets Liabilities

In millions

Interest rate Interest rate swaps $13762 401 193 8847 194 275

Interestratefutures 5822 32 10 4997

Interest rate options 614 15

Foreign currency Foreign currency forwards 2320 46 2016 30

Currency options 327 14

Equity market Equity futures 6959 17 6033 31 20

Equity options 32942 1720 1196 26661 1596 1018

Variance swaps 17635 190 1.18 13267 174 58

Total rate of return swaps 1547 126

Total $81601 $2421 1527 $62274 $2018 $1405

Included in net derivative gains losses for the years ended December 31 2010 and 2009 were gains losses of $1 13 million and

$3654 million related to the change in estimated fair value of the above derivatives Additionally included in net derivative gains losses for

the years ended December 31 2010 and 2009 were gains losses of $35 million and $0 respectively related to ceded reinsurance

Guarantees including portions thereof have liabilities established that are included in future policy benefits Guarantees accounted for in

this manner include GMDBs the life-contingent portion of certain GMWB and the portion of GMIB that require annuitization These liabilities

are accrued over the life of the contract in proportion to actual and future expected policy assessments based on the level of guaranteed

minimum benefits generated using multiple scenarios of separate account returns The scenarios use best estimate assumptions consistent

with those used to amortize deferred acquisition costs When current estimates of future benefits exceed those previously projected or when

current estimates of future assessments are lowerthan those previously projected liabilities will increase resulting in current period charge

to net income The opposite result occurs when the current estimates of future benefits are lower than that previously projected or when

current estimates of future assessments exceed those previously projected At each reporting period the Company updates the actual

amount of business remaining in-force which impacts expected future assessments and the projection of estimated future benefits resulting

in current period charge or increase to earnings

The table below contains the carrying value for guarantees included in future policy benefits at

December 31

2010 2009

In millions

U.S Business

Guaranteed minimum death benefit $167 $137

Guaranteed minimum income benefit 507 394

International

Guaranteed minimum death benefit 66 23

Guaranteed minimum income benefit 116

Total $856 $554

Included in policyholder benefits and claims for the year ended December 31 2010 is charge of $302 million and for the year ended

December 31 2009 is credit of $92 million related to the respective change in liabilities for the above guarantees

The carrying amount of guarantees accounted for as insurance liabilities can change significantly during periods of sizable and sustained

shifts in equity market performance increased equity volatility or changes in interest rates The Company uses reinsurance in combination

with derivative instruments to mitigate the liability exposure risk of loss and the volatility of net income associated with these liabilities

Derivative instruments used are primarily equity futures treasury futures and interest rate swaps

Included in policyholder benefits and claims associated with the hedging of the guarantees in future policy benefits for the year ended

December 31 2010 and 2009 were gains losses of $8 million and $1 14 million respectively related to reinsurance treaties containing

embedded derivatives carried at estimated fair value and gains losses of $275 million and $376 million respectively related to

freestanding derivatives

While the Company believes that the hedging strategies employed for guarantees included in both policyholder account balances and in

future policy benefits as well Ss other management actions have mitigated the risks related to these benefits the Company remains liable for

the guaranteed benefits in the event that reinsurers or derivative counterparties are unable or unwilling to pay Certain of the Companys

reinsurance agreements and most derivative positions are collateralized and derivatives positions are subject to master netting agreements

both of which significantly reduces the exposure to counterparty risk In addition the Company is subject to the risk that hedging and other

management procedures prove ineffective or that unanticipated policyholder behavior or mortality combined with adverse market events

produces economic losses beyond the scope of the risk management techniques employed Lastly because the valuation of the guarantees

accounted for as embedded derivatives includes an adjustment for nonperformance risk that is not hedged changes in the nonperformance

risk may result in significant volatility in net income
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Other Policy-related Balances

Other policy-related balances include policy and contract claims unearned revenue liabilities premiums received in advance policy

holder 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 LTC and dental claims as well as

claims that have been reported but not yet settled The liability for these claims is based on the Companys estimated ultimate cost of settling

all claims The Company derives estimates for the development of incurred but not reported claims principally from actuarial analyses of

historical patterns of claims and claims development for each line of business The methods used to determine 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 unearned revenue liability relates to universal life-type and investment-type products and represents policy charges for services to be

provided in future periods The charges are deferred as unearned revenue and amortized using the products estimated gross profits and

margins similar to deferred acquisition costs Such amortization is recorded in universal life and investment-type product policy fees

Also included in other policy-related balances are policyholder dividends due and unpaid on participating policies and policyholder

dividends left on deposit Such liabilities are presented at amounts contractually due to policyholders

Policyholder Dividends Payable

Policyholder dividends payable consists of liabilities related to dividends payable in the following calendar year on participating policies

Liquidity and Capital Resources

Overview

Our business and results of operations are materially affected by conditions in the global capital markets and the economy generally both

in the U.S and elsewhere around the world The global economy and markets are now recovering from period of significant stress that

began in the second half of 2007 and substantially increased through the first quarter of 2009 This disruption adversely affected the financial

services industry in particular Consequently financial institutions paid higher spreads over benchmark U.S Treasury securities than before

the market disruption began The U.S economy entered recession in late 2007 This recession ended in mid-2009 but the recovery from

the recession has been below historic averages and the unemployment rate is expected to remain high for some time Although conditions in

the financial markets continued to materially improve in 2010 there is still some uncertainty as to whether the stressed conditions that

prevailed during the market disruption could recur which could affect the Companys ability to meet liquidity needs and obtain capital

Liquidity Management
Based upon the strength of its franchise diversification of its businesses and strong financial fundamentals we continue to believe the

Company has ample liquidity to meet business requirements under current .market conditions and unlikely but reasonably possible stress

scenarios The Companys short-term liquidity position cash and cash equivalents short-term investments excluding cash collateral

received under the Companys securities lending program that has been reinvested in cash cash equivalents short-term investments and

publicly-traded securities and cash collateral received from counterparties in connection with derivative instruments was $1 7.6 billion and

$1 .7 billion at December31 2010 and 2009 respectively We continuously monitor and adjust our liquidity and capital plans for the Holding

Company and its subsidiaries in light of changing needs and opportunities

The Company

Liquidity

Liquidity refers to companys ability to generate adequate amounts of cash to meet its needs Liquidity needs are determined from

rolling 6-month forecast by portfolio of investment assets and are monitored daily Asset mix and maturities are adjusted based on the

forecast Cash flow testing and stress testing provide additional perspectives on liquidity which include various scenarios of the potential risk

of early contractholder and policyholder withdrawal The Company includes provisions limiting withdrawal rights on many of its products

including general account institutional pension products generally group annuities including funding agreements and certain deposit fund

liabilities sold to employee benefit plan sponsors Certain of these provisions prevent the customer from making withdrawals prior to the

maturity date of the product

In the event of significant cash requirements beyond anticipated liquidity needs the Company has various alternatives available

depending on market conditions and the amount and timing of the liquidity need These options include cash flows from operations the

sale of liquid assets global funding sources and various credit facilities

Under certain stressful market and economic conditions the Companys access to or cost of liquidity may deteriorate If the Company

requires significant amounts of cash on short notice in excess of anticpated cash requirements the Company may have difficulty selling

investment assets in timely manner be forced to sell them for less than the Company otherwise would have been able to realize or both In

addition in the event of such forced sale accounting rules require the recognition of loss for certain securities in an unrealized loss position

and may require the impairment of other securities based upon the Companys ability to hold such securities which may negatively impact the

Companys financial condition

In extreme circumstances all general account assets other than those which may have been pledged to specific purpose within

statutory legal entity are available to fund obligations of the general account within that legal entity

Capital

The Companys capital position is managed to maintain ifs financial strength and credit ratings and is supported by its ability to generate

strong cash flows at the operating companies borrow funds at competitive rates and raise additional capital to meet its operating and growth

needs

The Company raised new capital from its debt issuances during the difficult market conditions prevailing since the second half of 2008 as

well as during the rebound and recovery periods beginning in the second quarter of 2009 see The Company Liquidity and Capital

Sources Debt Issuances and Other Borrowings The increase in credit spreads experienced since then has resulted in an increase in the

cost of such new capital as well as increases in facility fees Conversely as result of reductions in interest rates the Companys interest

expense and dividends on floating rate securities have been lower
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Despite the still unsettled financial markets the Company also raised new capital from successful offering of the Holding Companys

common stock in August 2010 which provided financing for the Acquisition See The Company Liquidity and Capital Sources

Common Stock

Rating Agencies Rating agencies assign insurer financial strength ratings to the Holding Companys domestic life insurance subsid

iaries and credit ratings to the Holding Company and certain of its subsidiarie The level and composition of regulatory capital at the

subsidiary level and equity capital of the Company are among the many factors considered in determining the Companys insurer financial

strength and credit ratings Each agency has its own capital adequacy evaluation methodology and assessments are generally based on

combination of factors In addition to heightening the level of scrutiny that they apply to insurance companies rating agencies have increased

and may continue to increase the freuency and scope of their credit reviews may request additional information from the companies that

they rate and may adjust upward the capital and other requirements employed in the rating agency models for maintenance of certain ratings

levels

downgrade in the credit or insurer financial strength ratings of the Holding Company or its subsidiaries would likely impact the cost and

availability of financing for the Company and its subsidiaries and result in additional collateral requirements or other required payments under

certain agreements which are eligible to be satisfied in cash or by posting securities held by the subsidiaries subject to the agreements

Statutory Capital and Dividends Our insurance subsidiaries have statutory surplus well above levels to meet current regulatory

requirements

Except for American Life RBC requirements are used as minimum capital requirements by the NAIC and the state insurance departments

to identify companies that merit regulatory action RBC is based on formula calculated by applying factors to various 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 early warning regulatory tool to identify possible

inadequately capitalized insurers for purposes of initiating regulatory action and not as means to rank insurers generally These rules apply

to each of the Holding Companys domestic insurance subsidiaries State insurance laws provide insurance regulators the authority to require

various actions by or take various actions against insurers whose total adjusted capital does not meet or exceed certain RBC levels At the

date of the most recent annual statutory financial statements filed with insurance regulators the total adjusted capital of each of these

subsidiaries was in excess of each of those RBC levels

American Life dops not write business in Delaware or any other domestic state and as such is exempt from ABC by Delaware law In

addition to Delaware American Life operations are regulated by applicable authorities of the countries in which the company operates and are

subject to capital and solvency requirements in those countries

The amount of dividends that our insurance subsidiaries can pay to the Holding Company or other parent entities is cqnstrained by the

amount of surplus we hold to maintain our ratings and provides an additional margin for risk protection and investment in our businesses We

proactively tak9 actions to maintain capital consistent with these ratings objectives which may include adjusting dividend amounts and

deploying financial resources from internal or external sources of capital Certain of these activities may require regulatory approval

Furthermore the payment of dividends and other distributions to the Company by its insurance subsidiaries is regulated by insurance laws

and regulations See Business Regulation Insurance Regulation The Holding Company Liquidity and Capital Sources

DivIdends from Subsidiaries and Note 18 of the Notes to the Consolidated Financial Statements

Summary of Primary Sources and Uses of Liquidity and Capital The Companys primary sources and uses of liquidity and capital are

described below and summarized as follows

Years Ended December 31

2010 2009 2008

In millions

Sources

Net cash provided by operating activities 7996 3803 $10702

Net cash provided by changes in policyholder account balances 4557 13645

Net cash provided by changes in payables for collateral under securities loaned and

other transactions 3076

Net cash provided by changes in bank deposits 3164 2185

Net cash provided by short term debt issuances 992

Long-term debt issued net of issuance costs 5076 2931 305

Collateral financing arrangements issued 105 310

Net cash received in connection with collateral financing arrangements 375

Junior subordinated debt securities issued 500 750

Common stock issued net of issuance costs 3576 290

Common stock issued to settle stock forward contracts 1035

Treasury stock issued in connection with common stock issuance net of issuance

costs 1936

Treasury stock issued to settle stock forward contracts 1035

Cash provided by other net .7

Cash provided by the effect of change in foreign currency exchange rates 108

Total sources 24281 12021 33157
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Years Ended December 31

2010 2009 2008

In millions

Uses

Net cash used in investing activities 18314 13935 2671

Net cash used for changes in policyholder account balances 2282

Net cash used for changes in payables for collateral under securities loaned and

other transactions 6863 13077

Net cash used for changes in bank deposits 32

Net cash used for short-term debt repayments 606 1747

Long-term debt repaid 1061 555 422

Netcash paid in connection with collateral financing arrangements 800

Treasury stock acquired in connection with share repurchase agreements 1250

Dividends onpreferred stock 122 122 125

Dividends on common stock 784 610 592

Cash used in other net 299 34

Cash used in the effect of change in foreign currency exchange rates 129 349

Total uses 21347 26148 19286

Net increase decrease in cash and cash equivalents 2934 $14127 $13871

Liquidity and Capital Sources

Cash Flows from Operations The Companys principal cash inflows from its insurance activities come from insurance premiums annuity

considerations and deposit funds primary liquidity concern with respect to these cash inflows is the risk of early contractholder and

policyholder withdrawal See The Company Liquidity and Capital Uses Contractual Obligations

Cash Flows from Investments The Companys principal cash inflows from its investment activities come from repayments of principal

proceeds from maturities sales of invested assets and net investment income The primary liquidity concerns with respect to these cash

inflows are the risk of default by debtors and market volatility The Company closely monitors and manages these risks through its credit risk

management process

LiquidAssets An integral part of the Companys liquidity management is the amount of liquid assets it holds Liquid assets include cash

cash equivalents short-term investments and publicly-traded securities excluding cash collateral received under the Companys

securities lending program that has been reinvested in cash cash equivalents short-term investments and publicly-traded securities

cash collateral received from counterparties in connection with derivative instruments Ui cash cash equivalents short-term investments

and securities on deposit with regulatory agencies and iv securities held in trust in support of collateral financing arrangements and pledged

in support of debt and funding agreements At December 31 2010 and 2009 the Company had $245.7 billion and $158.4 billion in liquid

assets respectively For further discussion of invested assets on deposit with regulatory agencies held in trust in support of collateral

financing arrangements and pledged in support of debt and funding agreements see Investments Invested Assets on Deposit Held in

Trust and Pledged as Collateral

Global Funding Sources Liquidity is provided by variety of short-term instruments including funding agreements credit facilities and

commercial paper Capital is provided by variety of instruments including short-term and long-termdebt preferred securities junior

subordinated debt securities and equity and equity-linked securities The diversity of the Companys funding sources enhances funding

flexibility limits dependence on any one market or source of funds and generally lowers the cost of funds The Companys global funding

sources include

The Holding Company and MetLife Funding Inc MetLife Funding each have commercial paper programs supported by $4.0 billion in

general corporate credit facilities see The Company Liquidity and Capital Sources Credit and Committed Facilities MetLife

Funding subsidiary of MLIC serves as centralized finance unit for the Company MetLife Funding raises cash from its commercial

paper program and uses the proceeds to extend loans through MetLife Credit Corp another subsidiary of MLIC to the Holding

Company MLIC and other affiliates in orderto enhance the financial flexibility and liquidity of these companies Outstanding balances for

the commercial paper program fluctuate in line with changes to affiliates financing arrangements Pursuant to support agreement

MLIC has agreed to cause MetLife Funding to have tangible net worth of at least one dollar At both December31 2010 and 2009

MetLife Funding had tangible net worth of $12 million At December 31 2010 and 2009 MetLife Funding had total outstanding

liabilities for its commercial paper program including accrued interest payable of $102 million and $319 million respectively

MetLite Bank is depository institution that is approved to use the Federal Reserve Bank of New York Discount Window borrowing

privileges To utilize these privileges MetLife Bank has pledged qualifying loans and investment securities to the Federal Reserve Bank

of New York as collateral At both December31 2010 and 2009 MetLife Bank had no liability for advances from the Federal Reserve

Bank of New York under this facility

MetLife Bank has cash needto fund residential mortgage loans that it originates and generally holds for relatively short period before

selling them to one of the government-sponsored enterprises such as FN.MA or FHLMC The outstanding volume of residential

mortgage originations varies from month to month and is cyclical within month To meet the variable funding requirements from this

mortgage activity as well as to increase overall liquidity from time to time MetLife Bank takes advantage of short-term collateralized

borrowing opportunities with the Federal Home Loan Bank of New York FHLB of NY MetLife Bank has entered into advances

agreements with the FHLB of NY whereby MetLife Bank has received cash advances and under which the FHLB of NY has been granted

blanket lien on certain of MetLife Banks residential mortgages mortgage loans held-for-sale commercial mortgages and mortgage

backed securities to collateralize MetLife Banks repayment obligations Upon any event of default by MetLife Bank the FHLB of NYs

MetLife Inc 63



recovery is limited to the amount of MetLife Banks liability underthe advances agreement MetLife Bank has received advances from the

FHLB of NYon both short- and long-term bases with total liability of $3.8 billion and $2.4 billion at December31 2010 and 2009
respectively

The Company also had obligations under funding agreements with the FHLB of NY of $1 2.6 billion and $13.7 billion at December31
2010 and 2009 respectively for MLIC and with the Federal Home Loan Bank of Boston FHLB of Boston of $100 million and

$326 million at December 31 2010 and 2009 respectively for MICC See Note of the Notes to the Consolidated Financial

Statements In September 2010 MetLife Investors Insurance Company and General American Life Insurance Company subsidiaries of

MetLife Inc each became member of the Federal Home Loan Bank of Des Moines FHLB of Des Moines and each purchased
$10 million of FHLB of Des Moines common stock Membership in the FHLB of Des Moines provides an additional source of contingent

liquidity for the Company There were no funding agreements with the FHLB of Des Moines at December 31 2010
The Company issues fixed and floating rate funding agreements which are denominated in either U.S dollars or foreign currencies to

certain special purpose entities SPEs that have issued either debt securities or commercial paper for which payment of interest and

principal is secured by such funding agreements During the years ended December31 2010 2009 and 2008 the Company issued

$34.1 billion $28.6 billion and $20.9 billion respectively and repaid $30.9 billion $32.0 billion and $19.8 billion respectively of such

funding agreements At December31 2010 and 2009 funding agreements outstanding which are included in policyholder account

balances were $27.2 billion and $23.3 billion respectively

MLIC and MICC have each issued funding agreements to certain SPEs that have issued debt securities for which payment of interest

and principal is secured by such funding agreements and such debt securities are also guaranteed as to payment of interest and

principal by the Federal Agricultural Mortgage Corporation federally chartered instrumentality of the U.S The obligations under these

funding agreements are secured by pledge of certain eligible agricultural real estate mortgage loans and may under certain

circumstances be secured by other qualified collateral The amount of the Companys liability for funding agreements issued to such
SPEs was $2.8 billion and $2.5 billion at December 31 2010 and 2009 respectively which is included in policyholder account

balances The obligations under these funding agreements are collateralized by designated agricultural real estate mortgage loans with

estimated fair values of $3.2 billion and $2.9 billion at December 31 2010 and 2009 respectively

Ouf standing Debt The following table summarizes the outstanding debt of the Company at

December 31

2010 2009

In millions

Short-term debt 306 912

Long-term debt1 $20766 $13156

Collateral financing arrangements 5297 5297

Junior subordinated debt securities 3191 3191

Excludes $6820 million at December31 2010 of long-term debt relating to CSEs
Debt Issuances and Other Borrowings In connection with the financing of the Acquisition see Note of the Notes to the Consolidated

Financial Statements in November 2010 MetLife Inc issued to ALICO Holdings $3000 million in three series of debt securities the
Series Debt Securities the Series Debt Securities and the Series Debt Securities and together the Debt Securities which
constitute part of the MetLife Inc common equity units the Equity Units more fully described in Note 14 of the Notes to the Consolidated
Financial Statements The Debt Securities are subject to remarketing initially bear interest at 1.56% .92% and 2.46% respectively an
average rate of 1.98% and carry initial maturity dates of June 15 2023 June 15 2024 and June 15 2045 respectively The interest rates

will be reset in connection with the successful remarketings of the Debt Securities Prior to the first scheduled attempted remarketing of the

Series Debt Securities such Debt Securities will be divided into two tranches equal in principal amount with maturity dates of June 15 2018
and June 15 2023 Priorto the first scheduled attempted remarketing of the Series Debt Securities such Debt Securities will be divided into

two trenches equal in principal amount with maturity dates of June 15 2018 and June 15 2045
In August 2010 in anticipation of the Acquisition the Holding Company issued senior notes as follows

$1 000 million senior notes due February 2014 which bear interest at fixed rate of 2.375% payable semi-annually
$1000 million senior notes due February 2021 which bear interest at fixed rate of 4.75% payable semi-annually
$750 million senior notes due February 2041 which bear interest at fixed rate of 5.875% payable semi-annually and

$250 million floating rate senior notes due August 2013 which bear interest at rate equal to three-month LIBOR reset quarterly plus

.25% payable quarterly

In connection with these offerings the Holding Company incurred $15 million of issuance costs which have been capitalized and included

in other assets These costs are being amortized over the terms of the senior notes

In July 2009 the Holding Company issued $500 million of junior subordinated debt securities with final maturity of August 2069 Interest

is payable semi-annually at fixed rate of 10.75% up to but not including August 2039 the scheduled redemption date In the event the

debt securities are not redeemed on or before the scheduled redemption date interest will accrue at an annual rate of 3-month LIBOR plus

margin equal to 7.548% payable quarterly in arrears In connection with the offering the Holding Company incurred $5 million of issuance

costs which have been capitalized and included in other assets These costs are being amortized over the term of the securities See Note 13
of the Notes to the Consolidated Financial Statements for description of the terms of the junior subordinated debt securities

In May 2009 the Holding Company issued $1.3 billion of senior notes due June 2016 The notes bear interest at fixedrate of 6.75%
payable semi-annually In connection with the offering the Holding Company incurred $6 million of issuance costs which have been

capitalized and included in other assets These costs are being amortized over the term of the notes

In March 2009 the Holding Company issued $397 million of floating rate senior notes due June 2012 under the FDICs Temporary Liquidity

Guarantee Program The notes bear interest at rate equal to three-month LIBOR reset quarterly plus 0.32% The notes are not redeemable

prior to their maturity In connection with the offering the Holding Company incurred $15 million of issuance costs which have been

capitalized and included in other assets These costs are being amortized over the term of the notes
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In February 2009 the Holding Company remarketed its existing $1.0 billion 4.91% Series junior subordinated debt securities as

7.71 7% senior debt securities Series due 2019 In August2008 the Holding Company remarketed its existing $1.0 billion 4.82% Series

junior subordinated debt securities as 6.817% senior debt securities Series due 2018 Interest on both series of debt securities is payable

semi-annually The Series and Series junior subordinated debt securIties were originally issued in 2005 in connection with the common

equity units See The Company Liquidity and Capital Sources Aemarketing of Junior Subordinated Debt Securities and Settlement

of Stock Purchase Contracts

In April 2008 MetLife Capital Trust VIE consolidated by the Company issued exchangeable surplus trust securities the 2008

Trust Securities with face amount of $750 million Interest on the 2008 Trust Securities or debt securities is payable semi-annually at fixed

rate of 9.25% upto but not including April 2038 the scheduled redemption date In the event the 2008 Trust Securities or debt securities

are not redeemed on or before the scheduled redemption date interest will accrue at an annual rate of 3-month LIBOR plus margin equal to

5.540% payable quarterly in arrears See Note 13 of the Notes to the Consolidated Financial Statements for description of the terms of

these debt securities

Collateral Financing Arrangements As described more fully in Note of the Notes to the Consolidated Financial Statements

In December 2007 the Holding Company in connection with the collateralfinancing arrangement associated with MetLife Reinsurance

Company of Charleston MAC reinsurance of the closed block liabilities entered into an agreement with the unaffiliated financial

institution that referenced the $2.5 billion aggregate principal amount of 35-year surplus notes issued by MAC Under the agreement

the Holding Company is entitled to the interest paid by MAC on the surplus notes of 3-month LIBOR plus 0.55% in exchange for the

payment of 3-month LIBOA pIus 1.12% payable quarterly on such amount as adjusted as described below

Under this agreement the Holding Company may also be required .to pledge collateral or make payments to the unaffiliated financial

institution related to any decline in the estimated fair value of the surplus notes Any such payments would be Occounted for as

receivable and included in other assets on the Companys consolidated balance sheets and would not reduce the principal amount

outstanding of the surplus notes Such payments would however reduce the amount of interest payments due from the Holding

Company under the agreement Any payment received from the unaffiliated financial institution would reduce the receivable by an

amount equal to such payment and would also increase the amount of interest payments due from the Holding Company under the

agreement In addition the unaffiliated financial institution may be required to pledge collateral to the Holding Company related to any

increase in the estimated fair value of the surplusnotes During 2008 the Holding Company paid an aggregate of $800 million to the

unaffiliated financial institution relating to declines in the estimated fair value of the surplus notes The Holding Company did not receive

any payments from the unaffiliated financial institution during 2008 During 2009 on net basis the Holding Company received

$375 million from the unaffiliated financial institution related to changes in the estimated fair value of the surplus notes No payments

were made or received by the Holding Company during 2010 Since the closing of the collateral financing arrangement in December

2007 on net basis the Holding Company haspaid $425 million to the unaffiliated financial institution related to changes in the

estimated faii value of the surplus notes In addition at December 31 2010 the Holding Company had pledged collateral with an

estimated fair value of $49 million to the unaffiliated financial institution At December31 2009 the Holding Company had no collateral

pledged to the unaffiliated financial institution in connection with this agreement The Holding Company may also be required to make

payment to the unaffiliated finanhial institution in connectiOn with any early termination of this agreement

In May 2007 the Holding Company in connection with the collateral financing arrangement associated with MetLife Aeinsurance

Company of South Carolinas MASC reinsurance of universal life secondary guarantees entered into an agreement with an

unaffiliated financial institution under which the Holding Company is entitled to the return on the investment portfolio held by trusts

established in connection with this collateral financing arrangement in exchange for the payment of stated rate of return to the

unaffiliated financial institution of 3-month LIBOA plus 0.70% payable quarterly The collateral financing agreement may be extended by

agreement of the Holding Company and the unaffiliated financial institution on each anniversary of the closing The Holding Company

may also be required to make payments to the unaffiliated financial institution for deposit into the trusts related to any decline in the

estimated fair value of the assets held by the trusts as well as amounts outstanding upon maturity or early termination of the collateral

financing arrangement During 2010 no payments were made or received by the Holding Company During 2009 and 2008 the Holding

Company contributed $360 million and $320 million respectively as result of declines in the estimated fair vOlue of the assets in the

trusts Cumulatively since May 2007 the Holdihg Company has contributed total of $680 million as result of declines in the

estimated fair value of the assets in the trusts all of which was deposited into the trusts

In addition the Holding Company may be required to pledge collateral to the unaffiliated financial institution under this agreement At

December 31 2010 and 2009 the Holding Company bad pledged $63 million and $80 million under the agreement respectively

Remarkefing of Junior Subordinated Debt Securities and Settlement of Stock Purchase Contracts In February 2009 the Holding

Company closed the successful remarketing of the Series portion of the junior subordinated debt securities underlying the common equity

units The Series junior subordinated debt securities were modified as permitted by their terms to be 7.717% senior debt securities

Series due February 15 2019 The Holding Company did not receive any proceeds from the remarketing Most common equity unit holders

chose to have their junior subordinated debt securities remarketed and used the remarketing proceeds to settle their payment obligations

under the applicable stock purchase contract For those common equity unit holders that elected not to participate in the remarketing and

elected to use their own cash to satisfy the payment obligations under the stock purchase contract the terms of the debt are the same as the

remarketed debt The subsequent settlement of the stock purchase contractsoccurred on February 17 2009 providing proceeds to the

Holding Company of $1 035 million in exchange for shares of the Holding Companys common stock The Holding Company delivered

24343154 shares of its newly issued common stock to settle the stock purchase contracts

In August 2008 the Holding Company closed the successful remarketing of the SeriesA portion of the junior subordinated debt securities

underlying the common equity units The Series junior subordinated debt securities were modified as permitted by their terms to be

6.817% senior debt securities Series due August 15 2018 The Holding Company did not receive any proceeds from the remarketing

Most common equity unit holders chose to have their junior subordinated debt securities remarketed and used the remarketing proceeds to

settle their payment obligations under the applicable stock purchase contract For those common equity unit holders thatelected not to

participate in the remarketing and elected to use their own cash to satisfy the payment obligations under the stock purchase contract the

terms of the debt are the same as the remarketed debt The initial settlement of the stock purchase contracts occurred on August 15 2008

providing proceeds to the Holding Company of $1 .035 million in exchange for shares of the Holding Companys common stock The Holding
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Company delivered 20244549 shares of its common stock held in treasury at value of $1 064 million to settle the stock purchase
contracts

Other In March 2009 the Company sold Cova Corporation the parent company of Texas Life Insurance Company for $130 million in

cash consideration excluding $1 million of transaction costs The proceeds of the transaction were paid to the Holding Company
Credit and Committed Facilities The Company maintains unsecured credit facilities and committed facilities which aggregated

$4.0 billion and $12.4 billion respectively at December 31 2010 When drawn upon these facilities bear interest at varying rates in

accordance with the respective agreements

The unsecured credit facilities are used for general corporate purposes to support the borrowers commercial pa3er programs and for the

issuance of letters of credit At December31 2010 the Company had outstanding $1 .5 billion in letters ofcredit and no drawdowns against

these facilities Remaining unused commitments were $2.5 billion at December 31 2010
The committed facilities are used for collateral for certain ofthe Companys affiliated reinsurance liabilities At December 31 2010 the

Company had outstanding $5.4 billion in letters of credit and $2.8 billion in aggregate drawdowns against these facilities Remaining unused

commitments were $4.2 billion at December31 2010

See Note 11 of the Notes to the Consolidated Financial Statements for further discussion of these facilities

We have no reason to believe that our lending counterparties will be unable to fulfill their respective contractual obligations under these

facilities As commitments associated with letters of credit and financing arrangements may expire unused these amounts do not necessarily

reflect the Companys actual future cash funding requirements

As result of the successful offerings of certain senior notes and common stock in August 2010 the commitment letter for $5.0 billion

senior credit facility which the Holding Company signed to
partially finance the Acquisition was terminated During March 2010 the Holding

Company paid $28 million in fees related to this senior credit facility all of which were expensed during the year ended December31 2010
Covenants Certain of the Companys debt instruments credit facilities and cOmmitted facilities contain various administrative

reporting legal and financial covenants The Company believes it was in compliance with all covenants at December 31 2010 and 2009
Preferred Stock During the year ended December31 2010 the Holding Company did not issue any non convertible preferred stock In

December 2008 the Holding Company entered into replacement capital covenant the Replacement Capital Covenant whereby the

Company agreed for the benefit of holders of one or more series of the Company unsecured long term indebtedness designated from time

to time by the Company in accordance with the terms of the Replacement Capital Covenant Covered Debt that the Company will not repay
redeem or purchase and will cause its subsidiaries not to repay redeem or purchase on or before the termination of the Replacement Capital

Covenant on December 31 2018 or earlier termination by agreement of the holders of Covered Debt or when there is no longer any

outstanding series of unsecured long-term indebtedness which qualifies for designation as Covered Debt the Floating Rate Non-

Cumulative Preferred Stock Series of the Holding Company or the 500% Non Cumulative Preferred Stock Series of the Holding

Company unless such repayment redemption or purchase is made from the proceeds of the issuance of certain replacement capital

securities and pursuant to the other terms and conditions set forth in the Replacement Capital Covenant
Convertible Preferred Stock In November 2010 the Holding Company issued to ALICO Holdings in connection with the financing of the

Acquisition 857 000 shares of Series contingent convertible junior participating non cumulative perpetual preferred stock the Con
vertible Preferred Stock convertible into approximately 68570000 shares valued at $40.90 per share at the time of the Acquisition of the

Holding Companys common stock subject to anti-dilution adjustments upon favorable vote of the Holding Companys common
stockholders If favorable vote of its common stockholders is not obtained by the first anniversary of the Acquisition Date then the

Holding Company must pay ALICO Holdings $300 million and use reasonable efforts to list the preferred stock on the New York Stock

Exchange Management considers the likelihood that the Holding Company will fail to obtain vote of its common stockholders to be remote

Common Stock In November 2010 the Holding Company issued to ALICO Holdings in connection with the financing of the Acquisition

78239712 new shares of its common stock at $40.90 per share The aggregate amount of MetLife Inc.s common stock to be issued to

ALICO Holdings in connection with the transaction is expected to be 214.6 million to 231.5 million shares consisting of the 78.2 million

shares issued at closing 68.6 million shares to be issued upon conversion of the Convertible Preferred Stock with the stockholder vote on

such conversion to be held within one year after the closing together with $3.0 billion aggregate stated amount of Equity Units of MetLife

Inc the Securities and between 67.8 million and 84.7 million shares of common stock in total issuable upon settlement of the purchase
contracts forming part of the Equity Units in three tranches approximately two three and four years after the closing The ownership of the

Securities is subject to an investor rights agreement which grants to ALICO Holdings certain rights and sets forth certain agreements with

respect to ALICO Holdings ownership voting and transfer of the Securities including minimum holding periods restrictions on the number of

shares ALICO Holdings can sell at one time its agreement to vote the common stock in the same proportion as the common stock voted by all

other stockholders and its agreement not to seek control or influence the Companys management or Board of Directors ALICO Holdings has

indicated that it intends to monetize the Securities over time subject to market conditions following the lapse of agreed-upon minimum

holding periods See The Company Liquidity and Capital Sources EqOity Units

In August 2010 the Holding Company issued 86250000 new shares of its common stock at price of $42.00 per share for gross

proceeds of $3623 million In connection with the offering of common stock the Holding Company incurred $94 million of issuance costs

which have been recorded as reduction of additional paid-in-capital

In connection with the remarketing of the junior subordinated debt securities in February 2009 the Holding Company delivered

24343154 shares of its newly issued common stock and in August 2008 the Holding Company delivered 20244549 shares of its

common stock from treasury stock to settle the stock purchase contracts See The Company Liquidity and Capital Sources

Remarketing of Junior Subordinated Debt Securities and Settlement of Stock Purchase Contracts

In October 2008 the Holding Company issued 86250000 shares of its common stock at price of $26.50 per share for gross proceeds

of$2.3 billion Of these shares issued 75000000 shares were issued from treasury stock and 11250000 were newly issued shares

During the years ended December31 2010 2009 and 2008 332121 shares 861 586 shares and 2271 188 shares of common stock

were issued from treasury stockfor$18 million $46 million and $1 18 million respectively to satisfy various stockoption exercises During the

year ended December 31 2010 2182174 new shares of common stock were issued for $74 milliOn to satisfy various stock option

exercises During both the years ended December31 2009 and 2008 no new shares of common stock were issued to satisfy stock option

exercises
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Equity Units In November 2010 the Holding Company issued to ALICO Holdings in connection with the financing of the Acquisition

$3.0 billion aggregate stated amount of Equity Units The Equity Units which are mandatorily convertible securities will initially consist of

purchase contracts obligating the holder to purchase variable number of shares of MetLife Inc.s common stock on each of three

specified future settlement dates expected to be approximately two three and four years after closing of the Acquisition for fixed amount

per purchase contract an aggregate of $1 .0 bilion on each settlement date and ii an interest in each of three series of Debt Securities of

MetLife Inc The value of the purchase contracts at issuance of $247 million was calculated as the present value of the future contract

payments and was recorded in other liabilities At future dates the Series and Debt Securities will be subject to remarketing and sold to

investors Holders of the Equity Units who elect to include their Debt Securities in remarketing can use the proceeds thereof to meet their

obligations under the purchase contracts

See Note 14 of the Notes to the Consolidated Financial Statements for further discussion of the Equity Units

Liquidity and Capital Uses

Acquisitions The computation of the purchase price of the Acquisition is presented below

November 2010

In millions

Cash includes $396 million of contractual purchase price adjustments 7196

MetLife Inc.s common stock 78239712 shares at $40.90 per share 3200

MetLife Inc.s Convertible Preferred Stock 2805

MetLife Inc.s Equity Units $3.0 billion aggregate stated amount 3189

Total purchase price $16390

Debt Repayments During the years ended December 31 2010 2009 and 2008 MetLife Bank made repayments of $349 million

$497 million and $371 million respectively to the FHLB of NY related to long-term borrowings During the years ended December31 2010

2009 and 2008 MetLife Bank made repayments to the FHLB of NY related to short-term borrowings of $12.9 billion $26.4 billion and

$4.6 billion respectively During the years ended December 31 2009 and 2008 MetLife Bank made repayments related to short-term

borrowings to the Federal Reserve Bank of New York of $21 .2 billion and 650 million respectively No repayments were made to the Federal

Reserve Bank of New York during the year ended December31 2010 During the year ended December31 2009 MICC made repayments of

$300 million to the FHLB of Boston related to short-term borrowings No repayments were made to the FHLB of Boston during the years ended

December 31 2010 and 2008

Debt Repurchases We may from time to time seekto retire or purchase our outstanding debt through cash purchases and/or exchanges

for other securities in open market purchases privately negotiated transactions or otherwise Any such repurchases or exchanges will be

dependent upon several factors including our liquidity requirements contractual restrictions general market conditions and applicable

regulatory legal andaccounting factors Whether or not to repurchase any debt and the size and timing of any such repurchases will be

determined in the Companys discretion

Insurance Liabilities The Companys principal cash outflows primarily relate to the liabilities associated with its various life insurance

property and casualty annuity and group pension products operating expenses and income tax as well as principal and interest on its

outstanding debt obligations Liabilities arising from its insurance activities primarily relate to benefit payments under the aforementioned

products as well as payments for policy surrenders withdrawals and loans For annuity or deposit type products surrender or lapse product

behavior differs somewhat by segment In the Retirement Products segment which includes individual annuities lapses and surrenders tend

to occur in the normal course of business During the years ended December 31 2010 and 2009 general account surrenders and

withdrawals from annuity products were $3.8 billion and $4.3 billion respectively In the Corporate Benefit Funding segment which includes

pension closeouts bank owned life insurance and other fixed annuity contracts as well as funding agreements including funding

agreements with the FHLB of NY and the FHLB of Boston and other capital market products most of the products offered have fixed

maturities or fairly predictable surrenders or withdrawals With regard to Corporate Benefit Funding liabilities that provide customers with

limited liquidity rights at December31 2010 there were $1 615 million of funding Agreements and other capital market products that could be

put back to the Company after period of notice Of these liabilities $1 565 million were subject to notice periods between 15 and 90 days

The remainder of the balance was subject to notice period of months or greater An additional $375 million of Corporate Benefit Funding

liabilities were subject to credit ratings downgrade triggers that permit early termination subject to notice period of 90 days See The

Company Liquidity and Capital Uses Contractual Obligations

Dividends The table below presents declaration record and payment dates as well as per share and aggregate dividend amounts for

the common stock

Dividend

Declaration Date Record Date Payment Date Per Share Aggregate

In millions except per
share data

October 26 2010 November 2010 December 14 2010 $0.74 $7841

October 29 2009 November 2009 December 14 2009 $0.74 $610

October 28 2008 November 10 2008 December 15 2008 $0.74 $592

Includes dividends on Convertible Preferred Stock issued in November 2010. See The Company Liquidity and Capital Sources

Convertible Preferred Stock

Future common stock dividend decisions will be determined by the Holding Companys Board of Directors after taking into consideration

factors such as the Companys current earnings expected medium- and long-term earnings financial condition regulatory capital position

and applicable governmental regulations and policies Furthermore the payment of dividends and other distributions to the Holding Company

by its insurance subsidiaries is regulated by insurance laws and regulations
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Information on the declaration record and payment dates as well as per share and aggregate dividend amounts for the Holding

Companys Floating Rate Non-Cumulative Preferred Stock Series and 6500% Non-Cumulative Preferred Stock Series is as follows for

the years ended December 31 2010 2009 and 2008

Dividend

Series Series Series Series
Declaration Date Record Date Payment Date Per Share Aggregate per Share Aggregate

In millions except per share data

November 15 2010 November30 2010 December15 2010 $02527777 $04062500 $24

August 16 2010 August31 2010 September 15 2010 $02555555 $04062500 24

May17 2010 May3l2010 June 15 2010 $02555555 $04062500 24

March 2010 February 28 2010 March 15 2010 $02500000 $04062500 24

November 16 2009 November 30 2009 December 15 2009 $02527777 $04062500 $24

August 17 2009 August 31 2009 September 15 2009 $02555555 $04062500 24

May 15 2009 May3l2009 June 15 2009 $02555555 $04062500 24

March 2009 February 28 2009 March 16 2009 $02500000 $04062500 24

November 17 2008 November 30 2008 December 15 2008 $02527777 $04062500 $24

August 15 2008 August 31 2008 September15 2008 $02555555 $04062500 24

May 15 2008 May31 2008 June 16 2008 $02555555 $0.406500 24

March 2008 February 29 2008 March 17 2008 $03785745 $04062500 24

Share Repurchases At January 2008 the Company had $51 million remaining under its common stock repurchase program
authorizations In both January and April 2008 the Companys Board of Directors authorized $1 .0 billion common stock repurchase

programs During the year ended December 31 2008 the Company repurchased 1971 6418 shares for $1 .2 billion under accelerated

share repurchases and 1550000 shares for $88 million in open market repurchases At December31 2008 the Company had $1.3 billion

remaining under its common stock repurchase program authorizations During the years ended December31 2010 and 2009 the Company
did not repurchase any shares

Under these common stock repurchase program authorizations the Holding Company may purchase its common stock from the MetLife

Policyholder Trust in the open market including pursuant to the terms of pre-set trading plan meeting the requirements of Rule 0b5-1

under the Securities Exchange Act of 1934 as amended the Exchange Act and in privately negotiated transactions Any future common
stock repurchases will be dependent upon several factors including the Companys capital position its liquidity its financial strength and
credit ratings general market conditions and the price of MetLife Inc.s common stock compared to managements assessment of the

stocks underlying value and applicable regulatory legal and accounting factors Whether or not to purchase any common stock and the size

and timing of any such purchases will be determined in the Companys complete discretion

Resident/a/Mortgage Loans Held-for-Sale At December 31 2010 the Company held $3321 million in residential mortgage loans

held-for-sale compared with $2728 million at December 31 2009 an increase of $593 million From time to time MetLife Bank has an

increased cash need to fund mortgage loans that it generally holds for relatively short period before selling them to one of the government-

sponsored enterprises such as FNMA or FHLMC To meet these increased funding requirements as well as to increase overall liquidity

MetLife Bank takes advantage of collateralized borrowing opportunities with the Federal Reserve Bank of New York and the FHLB of NY For

further detail on MetLife Banks use of these funding sources see The Company Liquidity and Capital Sources Global Funding
Sources

Investment and Other Additional cash outflows include those related to obligations of securities lending activities investments in real

estate limited partnerships and joint ventures as well as litigation-related liabilities Also the Company pledges collateral to and has

collateral pledged to it by counterparties under the Companys current derivative transactions With respect to derivative transactions with

credit ratings downgrade triggers two-notch downgrade would have increased the Companys derivative collateral requir8ments by

$159 million at December31 2010 In addition the Company has pledged collateral and has had collateral pledged to it and may be required

from time to time to pledge additional collateral or be entitled to have additional collateral pledged to it in connection with collateral financing

arrangements related to the reinsurance of closed block liabilities and universal life secondary guarantee liabilities See The Company
Liquidity and Capital Sources Collateral Financing Arrangements

Securities Lending The Company participates in securities lending program whereby blocks of securities which are included in fixed

maturity securities and short-term investments are loaned to third parties primarily brokerage firms and commercial banks and the Company
receives cash collateral from the borrower which must be returned to the borrower when the loaned securities are returned to the Company
Underthe Companys securities lending program the Company was liable for cash collateral under its control of $24.6 billion and $21 .5 billion

at December31 2010 and 2009 respectively Of these amounts $2.8 billion and $3.3 billion at December31 2010 and 2009 respectively

were on open terms meaning that the related loaned security could be returned to the Company on the next business day upon return of cash

collateral Of the $2.7 billion of estimated fair value otthe securities related to the cash collateral on open terms at December 31 2010
$2.3 billion were U.S Treasury agency and government guaranteed securities which if put to the Company can be immediately sold to

satisfy the cash requirements See Investments Securities Lending for further information

Other In September 2008 in connection with the split-off of Reinsurance Group of America RGA as described in Note of the Notes

to the Consolidated Financial Statements the Company received from MetLife stockholders 23093689 shares of MetLife Inc.s common
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stock with market value of $1 .3 billion and in exchange delivered 29243539 shares of RGA Class common stock with net book value

of $1 .7 billion resulting in loss on disposition including transaction costs of $458 million

Contractual Obligations The following table summarizes the Companys major contractual obligations at December 31 2010

More Than More Than

One Year One Year to Three Years More Than

Contractual Obligations Total or Less Three Years to Five Years Five Years

In millions

Future policy benefits $319565 6271 $10295 $12205 $290794

Policyholder account balances 289823 35981 46274 35280 172288

Other policyholder liabilities 9983 7995 485 124 1379

Payables for collateral under securities loaned and

other transactions 27272 27272

Bank deposits 10406 8879 1499 28

Short-term debt 306 306

Long-term debt 31184 2340 4773 5932 18139

Collateral financing arrangements 6696 64 127 127 6378

Junior subordinated debt securities 10191 258 517 516 8900

Commitments to lend funds 12537 11215 710 55 557

Operating leases 2151 366 517 303 965

Other 15356 14873 52 428

Total $735470 $115820 $65249 $54573 $499828

Future policy benefits Future policy benefits include liabilities related to traditional whole life policies term life policies pension

closeout and other group annuity contracts structured settlements master terminal funding agreements single premium immediate

annuities long-term disability policies individual disability income policies LTC policies and property and casualty contracts Included

within future policy benefits are contracts where the Company is currently making payments and will continue to do so until the occurrence of

specific event such as death as well as those where the timing of portion of the payments has been determined by the contract Also

included are contracts where the Company is not currently making payments and will not make payments until the occurrence of an insurable

event such as death or illness or where the occurrence of the payment triggering event such as surrender of policy or 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

Liabilities related to accounting conventions or which are not contractually due such as shadow liabilities excess interest reserves and

property and casualty loss adjustment expenses of $1 .4 billion have been excluded frpm amounts presented in the table above

Amounts presented in the table above excluding those related to property and casualty contracts represent 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 .5 billion have been included using an estimate of the ultimate amount to be settled under the

policies based upon historical payment patterns The ultimate amount to be paid under property and casualty contracts is not determined until

the Company reaches 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 more than five years

category includes 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 $31 9.6 billion exceeds the liability amount of $1 73.4 billion included

on the consolidated 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 most significantly mortality between the date the liabilities were initially
established and the current date

For the majority of the Companys insurance operations estimated contractual obligations for future policy benefits and policyholder

account balance liabilities as presented in the table above are derived from the annual asset adequacy analysis used to develop actuarial

opinions of statutory reserve adequacy for state regulatory purposes These cash flows are materially representative of the cash flows under

GAAP See Policyholder account balances below

Actual cash payments to policyholders 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 used in the

establishment of these liabilities and the estimation of these cash payments

Policyholderaccount balances Policyholder account balances include liabilities related to conventional guaranteed interest contracts

guaranteed interest contracts associated with formal offering programs funding agreements individual and group annuities total control

accounts individual and group universal life variable universal life and company-owned life 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 Company 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 where the occurrence of the payment triggering event such as surrender of or partial withdrawal on

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
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Excess interest reserves representing purchase accounting adjustments of $639 million as well as $2.4 billion relating to embedded

derivatives have been excluded from amounts presented in the table above as they represent accounting conventions and not contractual

obligations

Amounts presented 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 table of $289.8 billion exceeds the liability amount of $21 .0 billion included

on the consolidated 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 between the date the liabilities were initially established and the current date See the comments under Future

policy benefits above regarding the source and uncertainties associated with the estimation of the contractual obligations related to future

policyholder benefits and policyholder account balances

Other policyholder liabilities Other policyholder liabilities are comprised of other policy-related balances policyholder dividends

payable and the policyholder dividend obligation Amounts included in the table above related to these balances are as follows

Other policy-related balances includes liabilities for incurred but not reported claims and claims payable on group term life long-term

disability long-term care and dental policyholder 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 Liabilities related to unearned revenue and negative

VOBA of $2.2 billion and $4.3 billion respectively have been excludedfrom the cash payments presented in the table above because

they reflect accounting conventions and not contractual obligations With the exception of policyholder dividends left on deposit and

those items excluded as noted in the preceding sentence the contractual obligation presented in the table above related to other

policy-related balances is equal to the liability reflected in the consolidated balance sheet Such amounts are reported in the one year

or less category due to the short-term nature of the liabilities Contractual obligations on policyholder dividends left on deposit are

projected based on assumptions of policyholder withdrawal activity

Policyholder dividends payable consists of liabilities related to 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 one year or

less category at the amount of the liability presented in the consolidated balance sheet

The nature of the policyholder dividend obligation is described in Note 18 of the Notes to the Consolidated Financial Statements

Because the exact timing and amount of the ultimate policyholder dividend obligation is subject to significant uncertainty and the

amount of the policyholder dividend obligation is based upon long-term projection of the performance of the closed block we have

reflected the obligation at the amount of the liability if any presented in the consolidated balance sheet in the more than five years

category This was presented to reflect the long-duration of the liability and the uncertainty of the ultimate cash payment

Payables for collateral under securities loaned and other transactions 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 one year or less category in the table above The Company also

holds non-cash collateral which is not reflected as liability in the consolidated balance sheet of $984 million at December 31 2010
Bank deposits Bank deposits of $10.4 billion exceed the amount on the balance sheet of $10.3 billion due to the inclusion of estimated

interest payments Liquid deposits including demand deposit accounts money market accounts and savings accounts are assumed to

mature at carrying value within one year Certificates of deposit are assumed to pay all interest and principal at maturity

Short-term debt long-term debt collateral financing arrangements and junior subordinated debt securities Amounts presented in the

table above for short-term debt long-term debt collateral financing arrangements and junior subordinated debt securities differ from the

balances presented on the consolidated 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 above also include interest on such obligations as

described below

Short-term debt consists of borrowings with original maturities of one year or less carrying fixed interest rates The contractual obligation

for short-term debt presented in the table above represents the principal amounts due upon maturity plus the related interest for the period

from January 2011 through maturity

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 obligations for the period from January 2011 through maturity Interest on variable rate debt was

computed using prevailing rates at December 31 2010 and as such does not consider the impact of future rate movements Long-term debt

also includes payments under capital lease obligations of $3 million $2 million $0 and $27 million in the one year or less more than one year
to three years more than three years to five years and morethan five years categories respectively Long-term debt presented in the table

above excludes $6820 million at December 31 2010 of long-term debt relating to CSEs
Collateral financing arrangements bear 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 obligations for the period from January 2011 through maturity Interest on variable rate

debt was computed using prevailing rates at December 31 2010 and as such does not consider the impact of future rate movements
Pursuant to these collateral financing arrangements the Holding Company may be required to deliver cash or pledge collateral to the

respective unaffiliated financial institutions See The Company Liquidity and Capital Sources Collateral Financing Arrangements
Junior subordinated debt securities bear interest at fixed interest rates through their respective redemption dates Interest was computed

using the stated rates on the obligations for the period from January 2011 through the scheduled redemption dates as it is the Companys

expectation that the debt will be redeemed at that time Inclusion of interest payments on junior subordinated debt through the final maturity

dates would increase the contraCtual obligation by $7.7 billion

Commitments to lend funds The Company commits to lend funds under mortgage loans partnerships bank credit facilities bridge

loans and private corporate bond investments In the table above the timing of the funding of mortgage loans and private corporate bond

investments is 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
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fulfillment of the obligation cannot be predicted such obligations are presented in the one year or less category in the table above

Commitments to fund bridge loans are short-term obligations and as result are presented in the one year or less category in the table

above See Off-Balance Sheet Arrangements

Operating leases As lessee the Company has various operating leases primarily for office space Contractual provisions exist that

could increase or accelerate those lease obligations presented including various leases with early buyouts and/or escalation clauses

However the impact of any such transactions would not be material to the Companys financial position or results of operations See Off-

Balance Sheet Arrangements
Other ncludes other miscellaneous contractual obligations of $32 million not included elsewhere in the table above Other liabilities

presented in the table above are principally comprised of amounts due under reinsurance arrangements payables related to securities

purchased but not yet settled securities sold short accrued interest on debt obligations estimated fair value of derivative obligations

deferred compensation arrangements guaranty liabilities the estimated fair value Of forward stock purchase contracts as well as general

accruals and accounts payable due under contractual obligations If the timing of any of the other liabilities is sufficiently uncertain the

amounts are included within the one year or less category

The other liabilities presented in the table above differ from the amount presented in the consolidated balance sheet by $5.0 billion due

primarily to the exclusion of items such as legal liabilities pension and postretirement benefit 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 statbs of the Companys pension 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 $175 million to be

made by the Company to our pension plan in 2011 and the discretionary contributions of $120 million based on the current years expected

gross benefit payments to participants to be made by the Company to the postretirement benefit plans during 2011 Virtually all contributions

to the pension and postretirement benefit plans are made by the insurance subsidiaries of the Holding Company with little impact on the

Holding Companys cash flows

Excluded from the table above are unrecognized tax benefits and related accrued interest of $810 million and $221 million respectively

for which the Company cannot reliably determine the timing of payment Current income tax payable is also excluded from the table

See also Off-Balance Sheet Arrangements

Separate account liabilities are excluded from the table above Generally the separate account owner rather than the Company bears the

investment risk of these funds The separate account assets are legally segregated and are not subject to the claims that arise out of any other

business of the Company Net deposits net investment income and realized and unrealized capital gains and losses on the separate

accounts are fully offset by corresponding amounts credited to contractholders whose liability is reflected with the separate account

liabilities Separate account liabilities are fully funded by cash flows from the separate account assets and are set equal to the estimated fair

value of separate account assets

The Company also enters into agreements to purchase goods and services in the normal course of business however these purchase

obligations were not material to its consolidated results of operations or financial position at December 31 2010

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 eliminated in consolidation Intercompany trans

actions among insurance subsidiaries and affiliates have been approved by the appropriate deprtments of insurance as required

SupportAgreements The Holding Company and several of its subsidiaries each an Obligor are parties to various capital support

commitments guarantees and contingent reinsurance agreements with certain subsidiaries of the Holding Company and corporation in

which the Holding Company owns 50% of the equity Under these arrangements each Obligor with respect to the applicable entity has

agreed to cause such entity to meet specified capital and surplus levels has guaranteed certain contractual obligations or has agreed to

provide upon the occurrence of certain contingencies reinsurance for such entitys insurance liabilities We anticipate that in the event that

these arrangements place demands upon the Company there will be sufficient liquidity and capital to enable the Company to meet

anticipated demands See The Holding Company Liquidity and Capital Uses Support Agreements

Litigation Putative or certified class action 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 Companys consolidated financial statements have arisen in the

course of the Companys business including but not limited to in connection with its activities as an insurer mortgage lending bank

employer investor investment advisor and taxpayer Further state insurance regulatory authorities and other federal and state authorities

regularly make inquiries and conduct investigations concerning the Companys 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 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 bases could have material adverse effect upon the Companys financial

position based On information currently known by the Companys 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 to time have

material adverse effect on the Companys consolidated net income or cash flows in particular quarterly or annual periods

The Holding Company

Capital

Restrictions and Limitations on Bank Holding Companies and Financial Holding Companies The Holding Company and its insured

depository institution subsidiary MetLife Bank are subject to risk-based and leverage capital guidelines issued by the federal banking

regulatory agencies for banks and bank 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 meet minimum capital standards As of their most recently filed

reports with the federal banking regulatory agencies the Holding Company and MetLife Bank met the minimum capital standards as per

federal banking regulatory agencies with all of MetLife Banks risk-based and leverage capital ratios meeting the federal banking regulatory
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agencies well capitalized standards and all of the Holding Companys risk-based and leverage capital ratios meeting the adequately

capitalized standards In addition to requirements which may be imposed in connection with the implementation of Dodd-Frank if endorsed

and adopted in the U.S Basel Ill will also lead to increased capital and liquidity requirements for bank holding companies such as MetLife

Inc See Industry Trends Financial and Economic Environment Regulatory Changes
The following table contains the ABC ratios and the regulatory requirements for MetLife Inc as bank holding company and MetLife

Bank

MetLife Inc

RBC Ratios Bank Holding Company

December31 Regulatory Regulatory
Requirements Requirements

2010 2009 Minimum Well Capitalized

Total ABC Ratio 8.52% 988% 8.00% 10.00%

Tier ABC Ratio 8.21% 9.44% 4.00% 6.00%

TieH Leverage Ratio 5.11% 5.71% 4.00% n/a

MetLife Bank

RBC Ratios Bank

mb 31
Regulatory Regulatoryace

Requirements Requirements
2010 2009 Minimum Well Capitalized

Total ABC Ratio 15.00% 13.41% 8.00% 10.00%

Tier ABC Ratio 14.16% 12.16% 4.00% 6.00%

Tier Leverage Ratio 7.14% 6.64% 4.00% 5.00%

Summary of Primary Sources and Uses of Liquidity and Capifal For information regarding the primary sources and uses of Holding

Company liquidity and capital see The Company Capital Summary of Primary Sources and Uses of Liquidity and Capital

Liquidity and Capital

Liquidity and capital are managed to preserve stable reliable and cost-effective sources of cash to meet all current and future financial

obligations and are provided by variety of sources including portfolio of liquid assets diversified mix of short- and long-term funding

sources from the wholesale financial markets and the ability to borrow through credit and committed credit facilities The Holding Company is

an active participant in the global financial markets through which it obtains significant amount of funding These markets which serve as

cost-effective sources of funds are critical components of the Holding Companys liquidity and capital management Decisions to access

these markets are based upon relative costs prospective views of balance sheet growth and targeted liquidity profile and capital structure

disruption in the financial markets could limit the Holding Companys access to liquidity

The Holding Companys ability to maintain regular access to competitively priced wholesale funds is fostered by its current credit ratings

from the major credit rating agencies We view our capital ratios credit quality stable and diverse earnings streams diversity of liquidity

sources and our liquidity monitoring procedures as critical to retaining such credit ratings See The Company Capital Rating

Agencies

Liquidity is monitored through the use of internal liquidity risk metrics including the composition and level of the liquid asset portfolio

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 Companys liquidity

Liquidity and Capital Sources

Dividends from Subsidiaries The Holding Company relies in part on dividends from its subsidiaries to meet its cash requirements The

Holding Companys insurance subsidiaries are subject to regulatory restrictions on the payment of dividends imposed by the regulators of

their respective domiciles The dividend limitation for U.S insurance subsidiaries is generally based on the surplus to policyholders at the end

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 various 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 to the

treatment of DAC certain deferred income tax required investment liabilities statutory reserve calculation assumptions goodwill and surplus

notes

The table below sets forth the dividends permitted to be paid by the respective insurance subsidiary without insurance regulatory approval

and the respective dividends aid

2011 2010 2009 2008

Permitted Permitted Permitted Permitted

wlo wlo wlo wIo

Company Approval1 Paid2 Approval3 Paid2 Approval3 Paid2 Approval3

In millions

Metropolitan Life Insurance Company $1 321 $631 $1 262 $552 $1 31 85 $1 299
American Life Insurance Company6 661 511 N/A N/A N/A N/A

MetLife Insurance Company of Connecticut 517 $330 659 $714 500 $1026

Metropolitan Property and Casualty Insurance Company $260 $300 300

Metropolitan Tower Life Insurance Company 80 $5697 93 88 2778 113

Reflects dividend amounts that may be paid during 2011 without prior regulatory approval However because dividend tests may be

based on dividends previously paid over rolling 12-month periods if paid before specified date during 2011 some or all of such

dividends may require regulatoryapproval

All amounts paid including those requiring regulatory approval

Reflects dividend amounts that could have been paid during the relevant year without prior regulatory approval
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Includes securities transferred to the Holding Company of $399 million

Consists of shares of RGA stock distributed by MLIC to the Holding Company as an in-kind dividend of $1 318 million

Reflects dividends permitted to be paid and the respective dividends paid since the Acquisition Date See Note to the Notes to the

Consolidated Financial Statements

Includes shares of an affiliate distributed to the Holding Company as an in-kind dividend of $475 million

Includes shares of an affiliate distributed to the Holding Company as an in-kind dividend of $164 million

In addition to the amounts presented in the table above for the years ended December31 2010 2009 and 2008 cash dividends in the

aggregate amount of $0 $215 million and $235 million respectively were paid to the Holding Company

The dividend capacity of non-U.S operations is subject to similar restrictions established by the local regulators The non-U.S regulatory

regimes also commonly limit the dividend payments to the parent to portion of the prior years statutory income as determined by the local

accounting principles The regulators of the non-U.S operations including the Japan branch of American Life may also limit or not permit

profit repatriations or other transfers of funds to the U.S if such transfers would be detrimental to the solvency or financial strength of the

operations of the non-U.S ooerations or for other reasons Most of the non-U.S subsidiaries Are second tier subsidiaries and are not directly

owned by the Holding Company The capital and rating considerations applicable to the first tier subsidiaries may also impactthe dividend

flow into the Holding Company

The Companys management actively manages its target and excess capital levels and dividend flows on pro-active basis and forecasts

local capital positions as part ofthefinancial planning cycle The dividend capacity of certain U.S and non-U.S subsidiaries is also subject to

business targets in excess of the minimum capital necessary to maintain the desired rating or level of financial strength in the relevant market

Management of the Holding Company cannot provide assurances that the Holding Companys subsidiaries will have statutory earnings to

support payment of dividends to the Holding Company in an amount sufficient to fund its cash requirements and pay cash dividends and that

the applicable regulators will not disapprove any dividends that such subsidiaries must submit for approval See Note 18 of the Notes to the

Consolidated Financial Statements

LiquidAssets An integral part of the Holding Companys liquidity management is the amount of liquid assets it holds Liquid assets

include cash cash equivalents short-term investments and publicly-traded securities excluding cash collateral received under the

Companys securities lending program that has been reinvested in cash cash equivalents short-term investments and publicly-traded

securities and cash collateral received from counterparties in connection with derivative instruments At December 31 2010 and 2009

the Holding Company had $2.8 billion and $3.8 billion respectively in liquid assets In addition the Holding Company has pledged collateral

and has had collateral pledged to it and may be required from time to time to pledge additional collateral or be entitled to have additional

collateral pledged to it At December31 2010 and 2009 the Holding Company had pledged $362 million and $289 million respectively of

liquid assets under collateral support agreements

Shelf Registration In November 2010 the Holding Company filed shelf registration statement the 2010 Shelf Registration State

ment with the U.S Securities and Exchange Commission SEC which was automatically effective upon filing in accordance with SEC

rules SEC rules also allow for pay-as-you-go fees and the ability to add securities by filing automatically effective amendments for

companies such as the Holding Company which qualify as Well-Known Seasoned Issuers The 2010 Shelf Registration Statement

registered an unlimited amount of debt and equity securities and replaces the shelf registration statement that the Holding Company filed in

November 2007 which expired in the fourth quarter of 2010 The terms of any offering will be established at the time of the offering

Global Funding Sources Liquidity is also provided by variety of short-term instruments including commercial paper Capital is

provided by variety of instruments including medium- and long-term debt junior subordinated debt securities collateral financing

arrangements capital securities and stockholders equity The diversity of the Holding Companys funding sources enhances funding

flexibility limits dependence on any one source of funds and generally lowers the cost of funds Other sources of the Holding Companys

liquidity include programs for short-and long-term borrowing as needed

We continuously monitor and adjust our liquidity and capital plans for the Holding Company and itS subsidiaries in light of changing

requirements and market conditions

Long-term Debt The following table summarizes the outstanding long-term debt of the Holding Company at

December 31

2010 2009

In millions

Long-term debt unaffiliated $16258 $10458

Long-term debt affiliated 6651 500

Collateral financing arrangements 2797 2797

Junior subordinated debt securities 1748 1748

Includes $165 million of affiliated senior notes associated with bonds held by ALICO

Short-term Debt MetLife Inc maintains commercial paper program proceeds of which can be used to finance the general liquidity

needs of MetLife Inc and its subsidiaries The Holding Company had no short-term debt outstanding at both December31 2010 and 2009

There was no short-term debt activity in 2010 During the years ended December31 2009 and 2008 the weighted average interest rate on

short-term debt comprised only of commercial paper was .25% and 2.5% respectively During the year ended December 31 2009 the

average daily balance on short-term debt was $5 million and the average days outstanding was days
Debt Issuances and Other Borrowings For information on debt issuances and other borrowings entered into by the Holding Company

see The Company Liquidity and Capital Sources Debt Issuances and Other Borrowings
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Senior Notes The following table summarizes the Holding Companys outstanding senior notes series by maturity date excluding any

premium or discount at December31 2010

Maturity Date Principal Interest Rate

In millions

2011 750 6.13%

2012 400 5.38%

2012 397 3-month LIBOR .032%

2013 500 5.00%

2013 250 3-month LIBOR 1.25%

2014 350 5.50%

2014 $1000 2.38%

2015 $1000 5.00%

2016 $1250 6.75%

2018 $1035 6.82%

20181 500 1.56%

201 82 500 2.46%

2019 $1035 7.72%

2020 729 5.25%

2021 $1000 4.75%

20231 500 1.56%

2024 $1000 1.92%

2024 673 5.38%

2032 600 6.50%

2033 200 5.88%

2034 750 6.38%

2035 $1000 5.70%

2041 750 5.88%

20452 500 2.46%

Represents one of two tranches comprising the Series Debt Securities

Represents one of two tranches comprising the Series Debt Securities

Co/lateral Financing Arrangements For information on collateral financing arrangements entered into by the Holding Company see

The Company Liquidity and Capital Sources Collateral Financing Arrangements
Credit and Committed Facilities At December31 2010 the Holding Company along with MetLife Funding maintained $4.0 billion in

unsecured credit facilities the proceeds of which are available to be used for general corporate purposes to support the borrowers

commercial paper programs and for the issuance of letters of credit At December 31 2010 the Holding Company had outstanding

$1 .5 billion in letters of credit and no drawdowns against this facility Remaining unused commitments were $2.5 billion at December 31
2010

The Holding Company maintains committed facilities with capacity of $300 million At December31 2010 the Holding Company had

outstanding $300 million in letters of credit and no drawdowns against these facilities There were no remaining unused commitments at

December 31 2010 In addition the Holding Company is party to committed facilities of certain of its subsidiaries which aggregated

$12.1 billion at December 31 2010 The committed facilities are used as collateral for certain of the Companys affiliated reinsurance

liabilities

See Note 11 of the Notes to the Consolidated Financial Statements for further detail on these facilities

Covenants Certain of the Holding Companys debt instruments credit facilities and committed facilities contain various administrative

reporting legal and financial covenants The Holding Company believes it was in compliance with all covenants at December 31 2010 and

2009

Preferred Stock Convertible Preferred Stock Common Stock and Equity Units For information on preferred stock convertible

preferred stock common stock and common equity units issued by the Holding Company see The Company Liquidity and Capital

Sources Preferred Stock Convertible Preferred Stock Common Stock and Equity Units respectively

Liquidity and Capital Uses

The primary uses of liquidity of the Holding Company include debt service cash dividends on preferred convertible preferred and

common stock capital contributions to subsidiaries payment of general operating expenses and acquisitions Based on our analysis and

comparison of our current and future cash inflows from the dividends we receive from subsidiaries that are permitted to be paid without prior

insurance regulatory approval our asset portfolio and other cash flows and anticipated access to the capital markets we believe there will be

sufficient liquidity and capital to enable the Holding Company to make payments on debt make cash dividend payments on its preferred

convertible preferred and common stock contribute capital to its subsidiaries pay all general operating expenses and meet its cash needs

Acquisitions For information regarding the purchase price of the Acquisition see The Company Liquidity and Capital Uses

Acquisitions

Affiliated Capital Transactions During the years ended December 31 2010 2009 and 2008 the Holding Company invested an

aggregate of $699 million excludes the Acquisition $986 million and $2.6 billion respectively in various subsidiaries
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The Holding Company lends funds as necessary to its subsidiaries some of which are regulated to meet their capital requirements

Such loans are included inloans to subsidiaries and consisted of the following at

December 31

Subsidiaries Interest Rate Maturity Date 2010 2009

In millions

Metropolitan Life Insurance Company 6-month LIBOR .80% December 31 2011 775 775

Metropolitan Life Insurance Company 6-month LIBOR 1.80% December 31 2011 300

Metropolitan Life Insurance Company 7.13% December 15 2032 400 400

Metropolitan Life Insurance Company 7.13% January 15 2033 100 100

Total $1275 $1575

Debt Repayments The Holding Company intends to either repay all or refinance in whole or in part the debt that is due in December

2011 Sbe The Holding Company Liquidity and Capital Sources Senior Notes

Support Agreements The Holding Company is party to various capital support commitments and guarantees with certain of its

subsidiaries and corporation in which it owns 50% of the equity Under these arrangements the Holding Company has agreed to cause

each such entity to meet specified capital and surplus levels or has guaranteed certain contractual obligations

In November 2010 the Holding Company guaranteed the obligations of ExeterReassurance Company Ltd Exeter in an aggregate

amount up to $1 .0 billion under reinsurance agreement with MetLife Europe Limited MEL under which Exeter reinsures the guaranteed

living
benefits and guaranteed death benefits associated with certain unit-linked annuity contracts issued by MEL

In January 2010 the Holding Company guaranteed the obligations of its subsidiary Missouri Reinsurance Barbados Inc MoRe under

retrocession agreement with RCA Reinsurance Barbados Inc pursuant to which MoRe retrocedes certain group term life insurance

issued by MLIC

In December 2009 the Holding Company in connection with MetLife Reinsurance Company of Vermont MRVs reinsurance of certain

universal life and term life insurance risks committed to the Vermont Department of Banking Insurance Securities and Health Care

Administration to take necessary action to cause the third protected cell of MRV to maintain total adusted capital equal to or greater than

200% of such protected cells authorized control level ABC as defined in state insurance statutes See The Company Liquidity and

Capital Sources Credit and Committed Facilities and Note 11 of the Notes to the Consolidated Financial Statements

The Holding Company in connection with MRVs reinsurance of certain universal life and term life insurance risks committed to the

Vermont Department of Banking Insurance Securities and Health Care Administration to take necessary action to cause each of the two initial

protected cells of MRV to maiOtain total adjusted capital equal to or greater than 200% of such protected cells authorized control level RBC
as defined in state insurance statutes See The Company Liquidity and Capital Sources Credit and Committed Facilities and

Note 11 of the Notes to the Consolidated Financial Statements

The Holding Company in connection with the collateral financing arrangement associated with MACs reinsurance of portion of the

liabilities associated with the closed block committed to the South Carolina Department of Insurance to make capital contributions if

necessary to MAC so that MAC may at all times maintain its total adjusted capital at level of not less than 200% of the company action

level ABC as defined in state insurance statutes as in effect on the date of determination or December 31 2007 whichever calculation

produces the greater capital requirement or as otherwise required by the South Carolina Department of Insurance See The Company

Liquidity and Capital Sources Debt Issuances and Other Borrowings and Note 12 of the Notes to the Consolidated Financial Statements

The Holding Company in connection with the collateral financing arrangement associated with MRSCs reinsurance of universal life

secondary guarantees committed to the South Carolina Department of Insurance to take necessary action to cause MASC to maintain total

adjusted capital equal to the greater of $250000 or 100% of 1ASCs authorized control level ABC as defined instate insurance statutes See

The Company Liquidity and Capital Sources Debt Issuances and Other Borrowings and Note 12 of the Notes to the Consolidated

Financial Statements

The Holding Company has net worth maintenance agreements with two of its insurance subsidiaries MetLife Investors Insurance

Company and First MetLife Investors Insurance Company Under these agreements as subsequently amended the Holding Company

agreed without limitation as to the Omount to cause each of these subsidiaries to have minimum capital and surplus of $10 million total

adjusted capital at level not less than 150% of the company action level ABC as defined by state insurance statutes and liquidity necessary

to enable it to meet its current obligations on timely basis

The Holding Company entered into net worth maintenance agreement with Mitsui Sumitomo MetLife Insurance Company Limited MSI
MetLife an investment in Japan of which the Holding Company owns 50% of the equity Under the agreement the Holding Company agreed

without limitation as to amount to cause MSI MetLife to have the amount of capital and surplus necessary for MSI MetLife to maintain

solvency ratio of at least 400% as calculated in accordance with the Insurance Business Law of Japan and to make such loans to MSI MetLife

as may behecessary to ensure that MSI MetLife has sufficient cash or other liquid assets to meet its payment obligations as they fall due As

described in Note of the Notes to the Consolidated Financial Statements the Holding Company reached an agreement to sell its 50%

interest in MSl MetLife to third-party Upon the close of such sale the Holding Companys obligations under the net worth maintenance

agreement will terminate

The Holding Company has guaranteed the obligations of its subsidiary Exeter under reinsurance agreement with MSI MetLife under

which Exeter reinsures variable annuity business written by MSl MetLife This guarantee will remain in place until suCh time as the reinsurance

agreement between Exeter and MSI MetLife is terminated notwithstanding any prior disposition of the Holding Companys interest in MSI

MetLife as described in Note of the Notes to the Consolidated Financial Statements

The Holding Company also guarantees the obligations of number of its subsidiaries under credit facilities with third-party banks See

Note 11 of the Notes to the Consolidated Financial Statements

Adoption of New Accounting Pronouncements

See Adoption of New Accounting Pronouncements in Note of the Notes to the Consolidated Financial Statements
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Future Adoption of New Accounting Pronouncements

See Future Adoption of New Accounting Pronouncements in Note of the Notes to the Consolidated Financial Statements

Subsequent Events

Dividends

On February 18 2011 the Holding Company announced dividends of $02500000 per share for total of $6 million on its Series

preferred shares and $04062500 per share for total of $24 million on its Series preferred shares subject to the final confirmation that it

has met the financial tests specified in the Series and Series preferred shares which the Company anticipates will be made on or about

March 2011 Both dividends will be payable March 15 201 to shareholders of record as of February 28 2011

Credit Facility

On February 2011 the Holding Company entered into committed facility with third-party bank to provide letters of credit for the

benefit of MoRe captive reinsurance subsidiary to address its short-term solvency needs based on guidance from the regulator This one-

year facility.provides for the issuance of letters of credit in amounts up to $350 million Under the facility letter of credit for $250 million was

issued on February 2011 and increased to $295 million on February 23 2011 which management believes satisfies MoRes solvency

requirements

Quantitative and Qualitative Disclosures About Market Risk

Risk Management
The Company must effectively manage measure add monitor the market risk associated with its assets and liabilities It has developed an

integrated process for managing risk which it conducts through its Enterprise Risk Management Department Asset/Liability Management

Unit Treasury Department and Investment Department along with the managerrient of the business segments The Company has established

and implemented comprehensive policies and procedures at both the corporate and business segment level to minimize the effects of

potential market volatility

The Company regularly analyzes its exposure to interest rate equity market price and foreign currency exchange rate risks As result of

that analysis the Company has determined that the estimated fair values of certain assets and liabilities are materially exposed to changes in

interest rates foreign currency exchange rates and changes in the equity markets

Enterprise Risk Management MetLife has established several financiai and non-financial senior management committees as part of its

risk management process These committees manage capital and risk positions approve ALM strategies and establisbappropriate corporate

business standards Further enhancing its committee structure during the second quarter of 2010 MetLife created an Enterprise Risk

Committee made up of the following voting members the Chief Financial Officer the Chief Investment Officer the President of U.S Business

the President of International and the Chief Risk Officer This committee is responsible for reviewing all material risks to the enterprise and

deciding on actions if necessary in the event risks exceed desirable targets taking into consideration best practices to resolve or mitigate

those risks

MetLife also has separate Enterprise Risk Management Department which is responsible for risk management throughout MetLife and

reports to MetLifes Chief Risk Officer The Enterprise Risk Management Departments primary responsibilities consist of

implementing corporate risk framework which outlines the Companys approach for managing risk on an enterprise-wide basis

developing policies and procedures for managing measuring monitoring and controlling those risks identified in the corporate risk

framework

establishing appropriate corporate risk tolerance levels

deploying capital on an economic capital basis and

reporting on periodic basis to the Finance and Risk Committee of the Company Board of Directors with respect to credit risk to the

Investment Committee of the Company Board of Directors and reporting on various aspects of risk to financial and non financial

senior management committees

Asset/LiabilityManagernent The Company actively manages its assets using an approach that balances quality diversification asset/

liability matching liquidity concentration and investment return The goals of the investment process bre to optimize net of income tax risk-

adjusted investmentincome and risk-adjusted total return while ensuring that the assets and liabilities are reasonably managed on cash flow

and duration basis The ALM process is the shared responsibility of the Financial Risk Management and Asset/Liability Management Unit

Enterprise Risk Management the Portfolio Management Unit and the senior members of the business segments and is governed by the ALM

Committees The ALM Committees duties include reviewing and approving target portfolios establishing investment guidelines and limits

and providing oversight of the ALM process on periodic basis The directives of the ALM Committees are carried out and monitored through

ALM Working Groups which are set up to manage by product type In addition an ALM Steering Committee oversees the activities of the

underlying ALM Committees

MetLife establishes target asset portfolios for each major insurance product which represent the investment strategies used to profitably

fund its liabilities within acceptable levels of risk These strategies are monitored through regular review of portfolio metrics such as effective

duration yield curve sensitivity convexity liquidity asset sector concentratiOn and credit quality by the ALM Working Groups

Market Risk Exposures

The Company has exposure to 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 foreign currency exchange rates and equity market

Interest Rates The Companys exposure to interest rate changes results most significantly from its holdings of fixed maturity securities

as well as its interest rate sensitive liabilities The fixed maturity securities include U.S and foreign government bonds securities issued by

government agencies corporate bonds and mortgage-backed securities all of which ate mainly exposed to changes in medium- and long-

term interest rates The interest rate sensitive liabilities for purposes ofthis disclosure include debt policyholder account balances related to

certain investment type contracts and net embedded derivatives on variable annuities with guaranteed minimum benefits which have the

same type of interest rate exposure medium- and long-term interest rates as fixed maturity securities The Company employs product

design pricing and ALM strategies to reduce the adverse effects of interest rate movements Product design and pricing strategiesinclude
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the use of surrender charges or restrictions on withdrawals in some products and the ability to reset credited rates for certain products ALM

strategies include the use of derivatives and duration mismatch limits See Risk Factors Changes in Market Interest Rates May

Significantly Affect Our Profitability

Foreign Currency Exchange Rates The Companys exposure to fluctuations in foreign currency exchange rates against the U.S dollar

results from its holdings in non-US dollar denominated fixed maturity and equity securities mortgage loans and certain liabilities as well as

through its investments in foreign subsidiaries The principal currencies that create foreign currency exchange rate risk in the Companys

investment portfolios are the Euro the Japanese yen and the Canadian dollar The principal currencies that create foreign currency risk in the

Companys liabilities are the British pound the Euro and the Swissfranc Selectively the Company uses U.S dollar assets to support certain

long duration foreign currency liabilities Through its investments in foreign subsidiaries and joint ventures the Company is primarily exposed

to the Mexican peso the Japanese yen the South Korean won the Canadian dollar the British pound the Chilean peso the Australian dollar

the Argentine peso the Polish zloty the Euro and the Hong Kong dollar In addition to hedging with foreign currency swaps forwards and

options local surplus in some countries is held entirely or in part in U.S dollar assets which further minimizes exposure to foreign currency

exchangq ratefluctuation risk The Company has matched much of itsforeign currency liabilities in its foreign subsidiaries with their respective

foreign currency assets thereby reducing its risk to foreign currency exchange rate fluctuation See Risk Factors Fluctuations in Foreign

Currency Exchange Rates Could Negatively Affect Our Profitability

Equity Market The Company has exposure to equity market risk through certain liabilities that involve long-term guarantees on equity

performance such as net embedded derivatives on variable annuities with guaranteed minimum benefits certain policyholder account

balances along with investments in equity securities We manage this risk on an integrated basis with other risks through our ALM strategies

including the dynamic hedging of certain variable annuity guarantee benefits The Company also manages equity market risk exposure in its

investment portfolio through the use of derivatives Equity exposures associated with other limited partnership interests are excluded from this

section as they are not considered financial instruments under GAAP

Management of Market Risk Exposures

The Company uses variety of strategies to manage interest rate foreign currency exchange rate and equity market risk including the use

of derivative instruments

Interest Rate Risk Management To manage interest rate risk the Company analyzes interest rate risk using various models including

multi-scenario cash flow projection models that forecast cash flows of the liabilities and their supporting investments including derivative

instruments These projections involve evaluating the potential gain or loss on most of the Companys in-force business under various

increasing and decreasing interest rate environments The New York State Insurance Department regulations require that MetLife perform

some of these analyses annually as part of MetLifes review of the sufficiency of its regulatory reserves For several of its legal entities the

Company maintains segmented operating and surplus asset portfolios for the purpose of ALM and the allocation of investment income to

product lines For each segment invested assets greater than or equal to the GAAP liabilities less the DAC asset and any non-invested assets

allocated to the segment are maintained with any excess swept to the surplus segment The business segments may reflect differences in

legal entity statutory line of business and any product market characteristic which may drive distinct investment strategy with respect to

duration liquidity or credit quality of the invested assets Certain smaller entities make use of unsegmenled general accounts for which the

investment strategy reflects the aggregate characteristics of liabilities in those entities 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 charac

teristics and include assumptions based on current and anticipated experience regarding lapse mortality and interest crediting rates In

addition these models include asset cash flow projections reflecting interest payments sinking fund payments principal payments bond

calls mortgage prepayments and defaults

Common industry metrics such as duration and convexity are also used to measure the relative sensitivity of assets and liability values to

changes in interest rates In computing the duration of liabilities consideration is given to all policyholder guarantees and to how the Company

intends to set indeterminate policy elements such as interest credits or dividends Each asset portfolio has duration target based on the

liability duration and the investment objectives of that portfolio Where liability cash flow may exceed the maturity of available assets as is the

case with certain retirement and non-medical health products the Company may support such liabilities with equity investments derivatives

or curve mismatch strategies

Foreign Currency Exchange Rate Risk Management Foreign currency exchange rate risk is assumed primarily in three ways invest

ments in foreign subsidiaries purchases of foreign currency denominated investments in the investment portfolio and the sale of certain

insurance products

The Companys Treasury Department is responsible for managing the exposure to investments in foreign subsidiaries Limits to

exposures are established and monitored by the Treasury Department and managed by the Investment Department

The Investment Department is responsible for managing the exposure to foreign currency investments Exposure limits to unhedged

foreign currency investments are incorporated into the standing authorizations granted to management by the Board of Directors and

are reported to the Board of Directors on periodic basis

The lines of business are responsible for establishing limits and managing any foreign exchange rate exposure caused by the sale or

issuance of insurance products

MetLife uses foreign currency swaps and forwards to hedge its foreign currency denominated fixed income investments its equity

exposure in subsidiaries and its foreign currency exposures caused by the sale of insurance products

Equity Market Risk Management Equity market risk exposure through the issuance of variable annuities is managed by the Companys

Asset/Liability Management Unit in partnership with the Investment Department Equity market risk is realized through its investment in equity

securities and is managed by its Investment Department MetLife uses derivatives to hedge its equity exposure both in certain liability

guarantees such as variable annuities with guaranteed minimum benefit and equity securities These derivatives include exchange-traded

equity futures equity index options contracts and equity variance swaps The Company also employs reinsurance to manage these

exposures

HedgingActivities MetLife uses derivative contracts primarily to hedge wide range of risks including interest rate risk foreign currency

risk and equity risk Derivative hedges are designed to reduce risk on an economic basis while considering their impact on accounting results

and GAAP and Statutory capital The construction of the Companys derivative hedge programs vary depending on the type of risk being
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hedged Some hedge programs are asset or liability specific while others are portfolio hedges that reduce risk related to group of liabilities or

assets The Companys use of derivatives by major hedge programs is as follows

Risks Related to Living Guarantee Benefits The Company uses wide range of derivative contracts to hedge the risk associated with

variable annuity living guarantee benefits These hedges include equity and interest rate futures interest rate swaps currency futures

forwards equity indexed options and interest rate option contracts and equity variance swaps
Minimum Interest Rate Guarantees For certain Company liability contracts the Company provides the contractholder guaranteed
minimum interest rate These contracts include certain fixed annuities and other insurance liabilities The Company purchases interest

rate floors to reduce risk associated with these liability guarantees

Reinvestment Risk in Long Duration Liability Contracts Derivatives are used to hedge interest rate risk related to certain long duration

liability contracts such as deferred annuities Hedges include zero coupon interest rate swaps and swaptions

Foreign Currency Risk The Company uses currency swaps and forwards to hedge foreign currency risk These hedges primarily

swap foreign currency denominated bonds investments in foreign subsidiaries-or equity exposures to U.S dollars

General ALM Hedging Strategies In the ordinary course of managing the Companys asset/liability risks the Company uses interest

rate ufures interest rate swaps interest rate caps interest rate floors and inflation swaps These hedges are designed to reduce

interest rate risk or inflation risk related to the existing assets or liabilities or related to expected future cash flows

Risk Measurement Sensitivity Analysis

The Company measures market risk related to its market sensitive assets and liabilities based on changes in interest rates equity prices

and foreign currency exchange rates utilizing sensitivity analysis This analysis estimates the potential changes in estimated fair value based

on hypothetical 10% change increase or decrease in interest rates equity market prices andforeign currency exchange rates -The

Company believes that 10% change increase or decrease in these market rates and prices is reasonably possible in the near-term In

performing the analysis summarized below the Company used market rates at December 31 2010 The sensitivity analysis separately

calculates each of the Companys market risk exposures interest rate equity market and foreign currency exchange rate relating to its

trading and non-trading assets and liabilities The Company modeled the impact of changes in market rates and prices on the estimated fair

values of its market sensitive assets and liabilities as follows

the net present values of its interest rate sensitive exposures resulting from 10% change increase or decrease in interest rates

the U.S dollar equivalent estimated fair values of the Companys foreign currency exposures due to 10% change increase or

-decrease in foreign currency exchange-rates and

the estimated fair value of its equity positions due to 10% change increase or decrease in equity market prices

The sensitivity analysis is an estimate and should not be viewed as predictive of the Companys future financial performance The

Company cannot ensure that its actual losses in any particular period will not exceed the amounts indicated in the table below Limitations

related to this sensitivity analysis include

the market risk information is limited by the assumptions and parameters established in creating th.e related-sensitivity analysis

including the impact of prepayment rates on mortgages

for the derivatives that quatfy 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 liabilities pursuant to insurance contracts and

the model assumes that the composition of assets and liabilities remains unchanged throughout the period

Accordingly the Company uses such models as tools and not as substitutes for the experience and judgment of its management Based

on its analysis of the impact of 10% change increase or decrease in market rates and prices MetLife has determined that such change
could have material adverse effect on the estimated fair value of certain assets and liabilities from interest rate foreign currency exchange

rate and equity exposures

The table below illustrates the potential loss in estimated fair value for each market risk exposure of the Companys market sensitive assets

and liabilities at December 31 2010

December 31 2010

In millions

Non-trading

Interest rate risk $5358

Foreign currency exchange rate risk $3669

Equity market risk 14

Trading

Interest rate risk 24

Foreign currency exchange rate risk 346
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Sensitivity Analysis Interest Rates The table below provides additional detail regarding the potential loss in fair value of the Companys

trading and non-trading interest sensitive financial instruments at December 31 2010 by type of asset or liability

December 31 2010

Assuming
Estimated 10% Increase

Notional Fair in the Yield

Amount Value3 Curve

In millions

Assets

Fixed maturity securities $327284 $5961
Equity securities 3606
Trading and other securities 18589 25
Mortgage loans

Held -for- investment 60846 355
Held-for-sale 3321 24

Mortgage loans net 64167 379
Policy loans 13406 179
Real estate joint ventures1 482

Other limited partnership interests1 1619

Short-term investments 9387
Other invested assets

Mortgage servicing rights 950 70

Other 1490

Cash and cash equivalents 13046

Accrued investment income 4381

Premiums reinsurance and other receivables 4048 331
Other assets 453

Net embedded derivatives within asset host contracts2 85

Mortgage loan commitments 3754 17 13
Commitments to fund bank credit facilities bridge loans and private corporate bond

investments 2437

Total Assets $6848

Liabilities

Policyholder account balances $152850 849

Payables for collateral under securities loaned and other transactions 27272

Bank deposits 10371

Short-term debt 306

Long-term debt 21892 361

Collateral financing arrangements 4757

Junior subordinated debt securities 3461 160

Other liabilities

Trading liabilities 46

Other 2777

Net embedded derivatives within liability host contracts2 2634 1515

Total Liabilities 2882

Derivative Instruments

Interest rate swaps $54803 1138 $1 254
Interest rate floors $23866 564 67
Interest rate caps $35412 175 57

Interest rate futures 9385 26 20

Interest rate options 8761 121

Interest rate forwards $10374 29 32
Synthetic GICs 4397

Foreign currency swaps $17626 334 12
Foreign currency forwards $10443 28

Currency futures 493

Currency options 5426 50

Non-derivative hedging instruments 169 185
Credit default swaps $10957 69

Credit forwards 90

Equity futures 8794 12

Equity options $33688 646 96
Variance swaps $18022 80

Total rate of return swaps 1547 16
Total Derivative Instruments $1 416

Net Change $5382

Represents only those investments accounted for using the cost method

Embedded derivatives are recognized in the consolidated balance sheet in the same caption as the host contract

Separate account assets and liabilities which are interest rate sensitive are not included herein as any interest rate risk is borne by the

holder of the separate account
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This quantitative measure of risk has increased by $1 325 million or 33% to $5382 million at December31 201 Dfrom $4057 million at

December 31 2009 Excluding the Acquisition which increased risk by $647 million the quantitative measure of risk increased by
$678 million or 17% at December 31 2010 from December31 2009 The increase in risk is due to change in the net assets and
liabilities bases of $641 million In addition an increase of $954 million was due to the use of derivatives employed by the Company
$445 million an increase in the duration of the investment portfolio $389 million and an increase in premiums reinsurance and other

receivables $120 million This increase in risk was partially offset by decrease in interest rates across the long end of the Swaps and
U.S Treasury curves resulting in decrease of $424 million Additionally net embedded derivatives within liability host contracts increased by
$520 million partially due to change made in the second quarter of 2010 related to how the Company estimates the spread over the swap
curve for purposes of determining the discount rate used to value those derivatives which caused corresponding decrease in risk The
remainder of the fluctuation is attributable to numerous immaterial items
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Sens/t/v/tyAna/ys/s Fore/go Currency Exchange Rates The table below provides additional detail regarding the potential loss in estimated

fair value of the Companys portfolio due to 10% change in foreign currency exchange rates at December 31 2010 by type of asset or

liability

December 31 2010

Assuming
Estimated 10% Increase

Notional Fair in the Foreign

Amount Value Exchange Rate

In millions

Assets

Fixed maturitysecurities $327284 $6516

Equity securities 3606 74

Trading and other securities 18589 346

Mortgae loans

Held-for-investment 60846 414

Held-for-sale 3321

Mortgage loans net 64167 414

Policy loans 13406 199
Shortterm investments 9387 200

Other invested assets

Mortgage servicing rights 950

Other 1490 143
Cash and cash equivalents 13046 139
Accrued investment income 4381 11
Premiums reinsurance and other receivables 4048 16

Total Assets $8058

Liabilities

Policyholder account balances $1 52850 $3255

Bank deposits 10371

Long-term debt 21892 37

Other liabilities 2777

Net embedded derivatives within liability host contracts2 2634 437

Total Liabilities $3738

Derivative Instruments

Interest rate swaps $54083 1138 17
Interest rate floors $23866 564

Interest rate caps $35412 175

Interest rate futures 9385 26

Interest rate options 8761 121

Interest rate forwards $1 0374 29
Synthetic GIC5 4397

Foreign currency swaps $1 7626 334 271

Foreign currency torwards $10443 28 73

Currency futures 493 49
Currency options 5426 50 107

Non-derivative hedging instruments 169 185
Credit default swaps $10957 69

Credit forwards 90

Equity futures 8794 12

Equity options $33688 646 77
Variance swaps $18022 80

Total rate return swaps 1547

Total Derivative Instruments 305

Net Change $4015

Estimated fair value presented in the table above represents the estimated fair value ot all financial instruments within this financial

statement caption not necessarily those solely subject to foreign exchange risk

Embedded derivatives are recognized in the consolidated balance sheet in the same caption as the host contract

Foreign currency exchange rate risk increased by $3124 million to $4015 million at December 31 2010 from $891 million at

December 31 2009 Excluding the Acquisition which increased risk by $2646 million the foreign currency exchange risk has increased
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by $478 million or 54% at December31 2010 from December31 2009 This change was due to an increase in exchange rate risk relating to

fixed maturity securities of $722 million due to higher exposures primarily within the British pound and the Euro and to the sale of the pension

closeout business in the U.K Additionally decrease in the foreign exposure related to long-term debt and PAB5 contributed $66 million and

$41 million respectively to the increase This was partially offset by an increase in the foreign exposure related to net embedded derivatives

within
liability host contracts and the use of derivatives employed by the Company of $315 million and $101 million respectively The

remainder of the fluctuation is attributable to numerous immaterial items

Sensitivity Analysis Equity Market Prices The table below provides additional detail regarding the potential loss in estimated fair value of

the Companys portfolio due to 10% change in equity at December 31 2010 by type of asset or liability

December 31 2010

Assuming
Estimated 10% Decrease

Notional Fair in Equity
Amount Value1 Prices

In millions

Assets

Equity securities 3606 $355
Other invested assets

Net embedded derivatives within asset host contracts2 185 11

Total Assets $344

Liabilities

Policyholder account balances $152850

Bank deposits 10371

Other liabilities

Net embedded derivatives within liability host contracts2 2634 456

Total Liabilities $456

Derivative Instruments

Interest rate swaps $54803 1138

Interest rate floors $23866 564

Interest rate caps $35412 175

Interest rate futures 9385 26

Interest rate options ........ 8761 121

Interest rate forwards $10374 29
Synthetic GICs 4397

Foreign currency swaps.... $1 7626 334

Foreign currency forwards $10443 28

Currency futures 493

Currency options 5426 50

Non-derivative hedging instruments 169 185
Credit default swaps $10957 69

Credit forwards 90

Equityfutures 8794 12

Equity options $33688 646 628

Variance swaps $18022 80

Total rate of return swaps 1547 155

Total Derivative Instruments $786

Net Change $14

Estimated fair value presented in the table above represents the estimated fair value of all financial instruments within this financial

statement caption not necessarily those solely subject to equity market risk

Embedded derivatives are recognized in the consolidated balance sheet in the same caption as the host contract

During the fourth quarter of 2010 the analysis of the impact of 10% change increase or decrease inequity market rates determined that

due to the inclusion of ALICO decrease of 10% had the most adverse effect on our equity risk while the prior year ends analysis of equity

market rates shows an increase of 0% had the most adverse effect

Equity price risk decreased by $204 million to $14 million at December31 2010 from $218 million at December31 2009 Excluding the

Acquisition which shifted the impact of 10% change to decrease in the equity market rates the equity price risk has decreased by

$191 million at December31 2010 from December31 2009 This decrease is primarily due to change of $210 million attributed to the use

of derivatives employed by the Company to hedge its equity exposures Additionally an increase in the net exposures related to net

embedded derivatives withih liability host contracts of $42 million contributed to the decrease This was partially offset by decrease of

$60 million in equity securities The remainder of the fluctuation is attributable to numerous insignificant items
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Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None

Managements Annual Report on Internal Control Over Financial Reporting

Management of MetLife Inc and subsidiaries is responsible for establishing and maintaining adequate internal control over financial

reporting In fulfilling this responsibility estimates and judgments by management are required to assess the expected benefits and related

costs ot control procedures The objectives of internal control include providing management with reasonable but not absolute assurance

that assets are safeguarded against loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of consolidated financial statements in conformity with

accounting principles generally accepted in the United States of America GAAP
Management has documented and evaluated the effectiveness of the internal control of the Company at December31 2010 pertaining to

financial reporting in accordance with the criteria established in Internal Control Integrated Framework issued by the Corrimittee of

Sponsorg Organizations of the Treadway Commission

On November 2010 the Holding Company acquired all of the issued and outstanding capital stock ot American Life Insurance Company

and Delaware American Life Insurance Company collectively ALICO As allowed under the U.S Securities and Exchange Commission the

SEC guidance managements assessment of and conclusion regarding the design and effectiveness of internal control over financial

reporting excluded the internal control over financial reporting of ALICO which is relevant to the Companys 2010 consolidated financial

statements as ofand for the year ended December31 2010 ALICO represents 7% of total assets and 2% of total revenues of MetLife Inc

as of and for the year ended December31 2010 The financial reporting systems of ALICO have not yet been integrated into the Companys

financial reporting systems and as such the Company did not have the practical ability to perform an assessment of ALICOs internal control

over financial reporting in time tor this current year-end Management expects to complete the process of integrating ALICOs internal control

over financiai reporting over the course of 2011 The ALICO acquisition represents material change in internal control over financial reporting

as defined in Exchange Act Rule 13a-15f during the quarter ended December 31 2010

In the opinion of management MetLife Inc maintained effective internal control over financial reporting at December 31 2010

Deloitte Touche LLP an independent registered public accdunting firm has audited the consolidated financial statements included in

the Annual Report on Form 10-K for the year ended December31 2010 The Report of the Independent Registered Public Accounting Firm on

their audit of the consolidated financial statements is included at page F-i

Attestation Report of the Companys Registered Public Accounting Firm

The Companys independent registered public accounting firm Deloitte Touohe LLP has issued their attestation report on manage

ments internal control over financial reporting which is set forth below
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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 internal control over financial reporting of MetLife Inc and subsidiaries the Company as of December31 2010
based on criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission As described in Managements Annual Report on Internal Control Cver Financial Reporting management excluded

from its assessment the internal control over financial reporting at ALICO acquired on November 2010 as the financial reporting systems

of ALICO have not yet been integrated into the Companys financial reporting systems and as such the Company did not have the practical

ability to perform an assessment of ALICOs internal control over financial reporting in time for this current year-end ALICO represents 17% of

total assets and 2% of total revenues of the Company as of and for the year ended December31 2010 Accordingly our audit did not include

the internal control over financial reporting at ALICO The Companys management is responsible for maintaining etfective internal control over

financial reporting and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying

Managements Annual Report on Internal Control Over Financial Reporting Our responsibility is to express an opinion on the Companys
internal control over financial reporting 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 perform the audit to obtain reasonable assurance about whether effective internal control over financial

reporting was maintained in all material respects Our audit included obtaining an understanding of internal control over financial reporting

assessing the risk that material weakness exists testing and evaluating the design and operating effectiveness of internal control based on

the assessed risk and performing such other procedures as we considered necessary in the circumstances We believe that our audit

provides reasonable basis for our opinion

companys internal control over financial reporting is process designed by or under the supervision of the companys principal

executive and principal financial officers or persons performing similar functions and effected by the companys board of directors

management and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted accounting principles companys internal control over

financial reporting includes those policies and procedures that pertain to the maintenance of records that in reasonable detail accurately

and fairly reflect the transactions and dispositions of the assets of the company provide reasonable 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 accordance with authorizations of management and directors of the

company and provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of

the companys assets that could have material effect on the financial statements

Because of the inherent limitations of internal control overfinancial 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 timely basis Also projections of any
evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the controls may
become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion the Company maintained in all material respects etfective internal control over financial reporting as of December 31
2010 based on the criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

consolidated financial statements of the Company as of and for the year ended December31 2010 and our report dated February 24 2011

expressed an unqualified opinion on those consolidated financial statements

/s/ DELOITTE TOUCHE LLP

DELOITTE TOUCHE LLP

New York New York

February 24 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

MetLife Inc

We have audiled the accompanying consolidated balance sheets of MetLife Inc and subsidiaries the Company as of December31

2010 and 2009 and the related consolidated statements of operations equity and cash flows for each of the three years in the period ended

December31 2010 These consolidated financial statements are the responsibility of the Companys management Our responsibility is to

exprebs an opinion on the consolidated financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are

free of material misstatement An audit includes examining on test basis evidence supporting the amounts and disclosures in the

consolidated financial statements An audit also includes assessing the accounting principles used and significant estimates made by

managØrrient as well as evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our

opinion

In our opinion such consolidated financial statements present fairly in all material respects the financial position of MetLife Inc and

subsidiaries as of December 31 2010 and 2009 and the results of their operations and their cash flows for each of the three years in the

period ended December 31 2010 in conformity with accounting principles generally accepted in the United States of America

As discussed in Note the Company changed its method of accounting for the recognition and presentation of other-than-temporary

impairment losses for certain investments as required by accounting guidance adopted on April 2009 and changed its method of

accounting for certain assets and liabilities to fair value measurement approach as required by accounting guidance adopted on January

2008

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

Companys internal control over financial reporting as of December 2010 based on the criteria established in Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 24
2011 expressed an unqualified opinion on the Companys internal control over financial reporting

/s/ DELOITTE TOUCHE LLP

DELOITTE TOUCHE LLP

New York New York

February 24 2011
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MetLife Inc

Consolidated Balance Sheets

December 31 2010 and 2009

In millions except share and per share data

2010 2009

Assets

Investments

Fixed maturity securities available-for-sale at estimated fair value amortized cost $320008 and $229709 respectively

includes $3330 and $3171 respectively relating to variable interest entities $327284 $227642

Equity securities available-for-sale at estimated fair value cost $3625 and $3187 respectively 3606 3084
Trading and other securities at estimated fair value includes $463 and $420 of actively traded securities respectively and

$387 and $0 respectively relating to variable interest entities 18589 2384

Mortgage loans

Held-for-investment principally at amortized cost net of valuation allowances of $664 and $721 respectively includes

$6840 and $0 respectively at estimated fair value relating to variable interest entities 59055 48181
Held-for-sale principally at estimated fair value 3321 2728

Mortgage loans net 62376 50909

Policy loans 11914 10061

Peal estate and real estate joint ventures includes $10 and $18 respectively relating to variable interest entities 8030 6896
Other limited partnership interests includes $298 and $236 respectively relating to variable interest entities 6416 5508
Short-term investments principally at estimated fair value 9387 8374
Other invested assets pfncipafty at estimated fair value includes $104 and $137 respectively relating to vafable interest entfties 15430 12709

Total investments 463032 327567
Gash and cash equivalents principally at estimated fair value includes $69 and $68 respectively relating to variable interest

entities 13046 10112
Accrued investment income includes $34 and $0 respectively relating to variable interest entities 4381 3173
Premiums reinsurance and other receivables includes $2 and $0 respectively relating to variable interest entities 19830 16752
Deferred policy acquisition costs and value of business acquired 27307 19256
Gurrent income tax recoverable 316

Deferred income tax assets 1228
Goodwill 11781 5047
Other assets includes $6 and $16 respectively relating to variable interest entities 8192 6822
Separate account assets 183337 149041

Total assets $730906 $539314

Liabilities and Equity

Liabilities

Future policy benefits $173373 $135879

Policyholder account balances 211020 138673
Other policy-related balances 15806 8446
Policyholder dividends payable 830 761

Policyholder dividend obligation 876

Payables for collateral under securities loaned and other transactions 27272 24196

Bankdeposits 10316 10211
Short-term debt 306 912

Long-term debt includes $6902 and $64 respectively at estimated fair value relating to variable interest entities 27586 13220
Gollateral financing arrangements 5297 5297
Junior subordinated debt securities 3191 3191
Gurrent income tax payable 316

Deferred income tax liability 1881
Other liabilities includes $93 and $26 respectively relating to variable interest entties 20386 15989

Separate account liabilities 183337 149041

Total liabilities 681793 505816

Contingencies Commitments and Guarantees Note 16
Redeemable noncontrolling interests in partially owned consolidated subsidiaries 117

Equity

MetLife Inc.s stockholders equity

Preferred stock par value $0.01 per share 200000000 shares authorized

Preferred stock 84000000 shares issued and outstanding $2100 aggregate liquidation preference

Gonvertible preferred stock 6857000 shares issued and outstanding at December 31 2010

Gommon stock par value $0.01 per share 3000000000 shares authorized 989031704 and 822359818 shares issued at

December 31 2010 and 2009 respectively 985837817 and 818833810 shares outstanding at December 31 2010 and

2009 respectively 10

Additional paid-in capital 26423 16859
Retained earnings 21363 19501

Treasury stock at cost 3193887 and 3526008 shares at December31 2010 and 2009 respectively 172 190
Accumulated other comprehensive income loss 1000 3058

Total MetLife Inc.s stockholders equity 48625 33121

Noncontrolling interests 371 377

Total equity 48996 33498

Total liabilities and equity $730906 $539314

See accompanying notes to the consolidated financial statements
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MetLife Inc

Consolidated Statements of Operations

For the Years Ended December 31 2010 2009 and 2008

In millions except per share data

Revenues

Premiums

Universal life and investment-type product policy fees

Net investment income

Other revenues

Net inveStment gains losses

Other-than-temporary impairments on fixed maturity securities

Other-than-temporary impairments on fixed maturity securities transferred to other

comprehensive income loss

Other net investment gains losses

Total net investment gains losses

Net derivative gains losses

Total revenues

Income loss from continuing operations net of income tax available to MetLife Inc.s

common shareholders per common share

Basic

Diluted

Net income loss available to MetLife Inc.s common shareholders per common share

Basic

See accompanying notes to the consolidated financial statements

F-3

2010 2009 2008

$27394 $26460

6037 5203

17615 14837

2328 2329

Expenses

Policyholder benefits and claims

Interest credited to policyholder account balances

Policyholder dividends

Other expenses

Total expenses

Income loss from continuing operations before provision for income tax

Provision for income tax expense benefit

Income loss from continuing operations net of income tax

Income loss from discontinued operations net of income tax

Net income loss

Less Net income loss attributable to noncontrolling interests

Net income loss attributable to MetLife Inc

Less Preferred stock dividends

Net income loss available to MetLife Inc.s common shareholders

$25914

5381

16289
1586

1296

802

2098
3910

50982

27437
4788

1751

11947

45923

5059

1580

3479

201

3278
69

3209
125

3084

4.60

4.54

4.19

4.14

074

682 2439

212 939

78 1406

392 2906
265 4866

52717 41057

29545 28336

4925 4849

1486 1650

12803 10556

48759 45391

3958 4334
1181 2015
2777 2319

41

2786 2278
32

2790 2246
122 122

2668 $2368

3.01 2.94

2.99 2.94

3.02 2.89

3.00 2.89

0.74 0.74

Diluted

Cash dividends per common share
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MetLife Inc

See accompanying notes to the consolidated financial statements

ConsàIidated Statements of Cash Flows

For the Years Ended December 31 2010 2009 and 2008

In millions

2010 2009 2008

Cash flows from operating activities

Net income loss 2786 2278 3278
Adjustments to reconcile net income loss to net cash provided by operating activities

Depreciation and amortization expenses 585 520 375
Amortization of premiums and accretion of discounts associated with investments net 078 967 939
Gains losses on investments and derivatives and from sales of businesses net 854 7715 1127
Undistributed equity earnings of real estate joint ventures and other limited partnership

interests 430 18 679

Interest credited to policyholder account balances 4925 4852 491
Interest credited to bank deposits 137 163 166

Universal life and investment-type product policyfees 6037 5218 5462
Change in trading and other securities 1369 1152 418
Change in residential mortgage loans held-for-sale net 487 800 946
Change in mortgage servicing rights 165 687 185
Change in accrued investment income 206 110 428

Change in premiums reinsurance and other receivables 023 653 929
Change in deferred policy acquisition costs net 541 837 545

Change in income tax recoverable payable 292 2614 920

Change in other assets 1948 660 5737
Change in insurance-related liabilities and policy-related balances 6489 6401 5307
Change in other liabilities 315 865 163

Other net 631 145 199

Net cash providd by operating activities 7996 3803 10702

Cash flows from investing activities

Sales maturities and repayments of

Fixed maturity securities 86529 64428 102250
Equity securities 371 2545 2707
Mortgageloans 6361 5769 6077
Real estate and real estate joint ventures 322 43 140
Other limited partnership interests 522 947 593

Purchases of

Fixed maturity securities 100713 83940 86874
Equity securities 949 1986 1494
Mortgage loans 8967 4692 10096
Real estate and real estate joint ventures 786 579 170
Other limited partnership interests 008 803 643

Cash received in connection with freestanding derivatives 1814 3292 8168
Cash paid in connection with freestanding derivatives 2548 5393 6454
Sales of businesses net of cash and cash equivalents disposed of $0 $180 and $0

respectively 50
Disposal of subsidiary 19 313
Purchases of businesses net of cash and cash equivalents acquired of $4 75 $0 and $314

respectively 3021 469
Net change in policy loans 225 259 467
Net change in short-term investments 3033 5534 269
Net change in other invested assets 137 1388 2206
Other net 186 160 147

Net cash used in investing activities 18314 $13935 2671
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Consolidated Statements of Cash Flows Continued

For the Years Ended December31 2010 2009 and 2008

In millions

2010 2009 2008

Cash flows from financing activities

Policyholder accQunt balances

Deposits
74296 $77517 70051

Withdrawals 69739 79799 56406

Net change in payables for collateral under securities loaned and other transactions 3076 6863 13077

Net change in bank deposits 32 3164 2185

Net change in short-term debt 606 1747 1992

Long-term debt issued 5090 2961 339

Long-term debt repaid
1061 555 422

Collateral financing arrangements issued 105 310

Cash received in connection with collateral financing arrangements
775

Cash paid in connection with collateral financing arrangements 400 800

Junior subordinated debt securities issued 500 750

Debt issuance costs 14 30 34

Common stock issued net of issuance costs 3576 290

Common stock issued to settle stock forward contracts 1035

Treasury stock acquired in connection with share repurchase agreements 1250

Treasury stock isued in connection with common stock issuance net of issuance costs 1936

Treasury stock issued to settle stock forward contracts 1035

Dividends on preferred stock 122 122 125

Dividends on common stock 784 610 592

Other net 299 34

Net cash provided by used in financing activities
13381 4103 6189

Effect of change in foreign currency exchange rates on cash and cash equivalents balances 129 108 349

Change in cash and cash equivalents
2934 14127 13871

Cash and cash equivalents beginning of year
10112 24239 10368

Cash and cash equivalents end of year
13046 10112 $24239

Cash and cash equivalents subsidiaries held-for-sale beginning of year
32 407

Cash and cash equivalents subsidiaries held-for-sale end of year
32

Cash and cash equivalents from continuing operations beginning of year 10112 $24207 9961

Cash and cash equivalents from continuing operations end of year 13046 10112 $24207

Supplemental disclosures of cash flow information

Net cash paid received during the year for

Interest
1489 989 1107

Income tax
23 397 27

Non-cash transactions during the year

Business acquisitions

Assets acquired $125689 2083

Liabilities assumed 109267 1300

Redeemable and non-redeemable noncontrolling interests assumed 130

Net assets acquired 16292 783

Cash paid excluding transaction costs of $88 $0 and $0 respectively 196 783

Other purchase price adjustments
98

Securities issued 9194

Disposal of subsidiary

Assets disposed
$22135

Liabilities disposed
20689

Net assets disposed
1446

Cash disposed
270

Transaction costs including cash paid of $0 $19 and $43 respectively
60

Treasury stock received in common stock exchange 1318

Loss on
disposal

of subsidiary
458

Rernarketing of debt securit lea

Fixed maturity securities redeemed
32 32

Long-term debt issued 1035 1035

Junior subordinated debt securities redeemed 1067 1067

Purchase money mortgage loans on sales of real estate joint ventures 93

Fixed maturity securities received in connection with insurance contract commutation 115

Real estate and real estate joint ventures acquired in satisfaction of debt 93 211

See accompanying notes to the consolidated financa statements
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Notes tome onsOIidatedFinanciaiStaternents

Business Basis of Presentation and Summary of Significant Accounting Policies

Business

MetLifo orthe Company refers to MetLife Inc Delaware àorporation incorporated in 1999 the Holding Company its subsidiaries

and affiliates MetLife is leadihg global provider of insurance annuities and employee benefit programs throughout the United States

Japan Latin America Asia Pacific and Europe and the Middle East Through its subsidiaries and affiliates MetLife offers life insurance

annuities auto and homeowners insurance mortgage and deposit products and other financial services to individuals as well as group

insurance and retiremeht savings products and services to corporations and other institutions

Basis of Presentation

The accompanying consolidated financial statemenfs include the accounts of the Holding Company and its subsidiaries as well as

partnerships and
joint ventures in which the Company has control and yariableinterest entities VIEs for which the Company is the primary

beneficiary See Adoption of New Accounting Pronouncements Closed block assets liabilities revenues and expenses are combined

on.aline-by-line basis with the assets liabilities revenues and expenses outside the closed block based on the nature of the particular item

See Note 10 Intercompany accounts and transactions have been eliminated

On November 2010 the Acquisition Date MetLife Inc completed the acquisition of American Life Insurance Company American

Life from ALICO Holdings LLC ALICO Holdings subsidiary of American International Group Inc AIG and Delaware American Life

Insurance Company DelAm from AIG American Life together with DelAm collectively ALICO the Acquisition for total purchase

price of $16.4 billion The Acquisition has been accounted for using the acquisition method of accounting which requires among other

things that the consideration transferred be measured at fair value at the Acquisition Date and that most assets acquired and liabilities

assumed be recognized at their estimated fair values as of the Acquisition Date In addition acquisition-related transaction costs are

expensed as incurred Any excess of the purchase price consideration over the assigned values of the net assets acquired is recorded as

goodwill ALICOs fiscal year-end is November30 Accordingly the Companys consolidated financial statements reflect the assets and

liabilities of ALICO as of November 30 2010 and the operating resqlts of ALICO from the Acquisition Date through November 30 2010 See

Note

Certain amounts inthe prior years consolidaed financiql statements have been reclassified to conform with the 2Q10 presentation Such

reclassifications include

RecJassifiation from other net investment gpins losses of $4866 million and $3910 million to net derivative gains losses in the

consolidated statements of operations for the years ended çtecember 31 2009 and 2008 respectively

Replassification from net change in other invested assets of $3292 million and $8168 million to cash received in connection with

freestanding derivativeand $5393 million and $6454 million to cash paid in connection with freestanding derivatives all within

cash flows from investing activities in the consolidated statements of cash flows for the years ended December 31 2009 and 2008

respectively and

Realignment that affected assets liabilitiep and results of operations on segment basis with no impact to the consolidated results See

Note 22
See Note 23 for reclassifications related to disconfinued operations

Summary of Significant Accounting Policies and CriticalAccounting Estimates

The pretoration of financial statements in conformity with accountihg principles generally accepted in the United States of America

GAAP requires manaement to adoptatcounting policieS and make eStimates and assumptions thataffect amounts reported in the

consolidated financithi Statements

desciiption of critical estimates is incorporated within the discuSsion of the related acddunting policies which follows In applying these

policies management makes subjective and comflØx judgmehts that frequently require estimates about matters that are inherently

uncertainMany of thesepolicies estimates and related iudgments are common in the insurance and financial services industries others

are specific to the COmpariyS buCinOsses andoperations Actual results could differ from these estimates

Fair Value

As described below certain assets and liabilities are measured at estimated fair value on the Companys consolidated balance sheets In

addition thenotes to these consolidpted financial statements include further disclosures of estimated fair values The Company defnes fair

value as the price that would be received to sell an asqt or paid to transfer liability an exit price in the principal or most advantageous

market for the asset or liability in an orderly transaction between.market participants on the measurement date In many cases the exit price

and the transaction.or entry pricqwill be the same
atiritial

recognition However in certain cases the transaction price may not represent fair

value.The farvalue Qfa liability is based on the amount that would be paid to transfer liabilityto athird party with the same credit standing It

requires that fair value be marketrbased measurement ip which the fair value is determined basqd on hypothetical transaction at the

measurement.cfate considered from the perspective of market participant When quoted prices are not used to determine fair value of an

ass the Company .considers three broad valyation techniques the market approach ii the income approach and iii the cost

approph The Company determines the most appropriate valuaton technique to use given what is being measured and the availability of

sufficient inputs The Company prioritizes the inputs to fair valuation techniques and allows for the use of unobservable inputs to the extent

that observable inputs are not available The Company categorizes its assets and liabilities measured at estimated fair value into three-level

hierarchy based on the priority of the inputs to the respective valuation technique The fair value hierarchy gives the highest priority to quoted

prices in active.markets for identical assets or liabilities Level 1and the lowest priority to unobservable inputs Level An asset or liabilitys

classification within the fair value hierarchy is based on the lowest level of input to its valuation The input levels are as follows

Level Unadjusted quoted prices in active markets for identical assets or liabilities The Company defines active markets based on

average trading volume for equity securities The siz of the bid/ask spread is used as an indicator of market activity for fixed

maturity securities
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Notes to the Consolidated Financia1Statements Continued

Level Quoted prices in markets that are not active or inputs that are observable either directly or indirectly Level inputs include

quoted prices for similar assets or liabilities other than quoted prices in Level quoted prices in markes that are not active or

other significant inputs that are observable or can be derived principally from or corroborated by observable market data for

substpntially the full term of the assets or liabilities

Level Unobservable inputs that are supported by little or no market activity and are significant to the esfimated fair value of the assets or

liabilities Unobservable inputs reflect the repbrting entitys own assumptions about the assumptions that market participants

would use in pricing the asset or liability Level assets and liabilities inblude finahcial instruments whose values are determined

using pricing models discounted cash flow methodologies or similar techniques as well as instruments forwhich the

determination of estimated fair value requires significant management judgment or estimation

Prior to January 2009 the measurement and disclosures of fair value based on exft price excluded certain items such as nonfinancial

assets and nonfinancial liabilities initially measured at estimated fair value in business combination reporting units measured at estimated

fair value in the first step of goodwill impairment test and indefinite-lived intangible assets measured at estimated fair value for impairment

assessment

In addition the Company elected the fair value option FVO for certain of its financial instruments to better match measurement of assets

and liabilities in the consolidated statements of operations

Investmehts

The accounting policies for the Companys principal investments are as follows

Fixed Maturity and Equity Securities The Companys fixed maturity and equity securities are classified as available-for-sale and

are reported at their estimated fair value

Unrealized investment gains and losses on these securities are recorded as separate component of other comprehensive income

loss net of policyholder-related amounts and deferred income taxes All security transactions are recorded on trade date basis

Investment gains and losses on sales of securities are determined on specific identification basis

Interest income on fixed maturity securities is recorded when earned using an effective yield method giving effect to amortization of

premiums and accretion of discounts Dividends on equity secunties are recorded when declared These dividends and interest

income are recorded in net investment income

Included within fixed maturity securities are loan-backed securities including mortgage-backed and asset-backed securities

ABS 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 originally anticipated andthe actual prepayments received arid currently anticipated

Prepayment assumptions for single class and multi-class mortgage-backed and ABS are estimated by management using inputs

obtained from third-party specialists including broker-dealers and based on managements knowledge of the current market For

credit-sensitive mortgage-backed and ABS and certain prepayment-sensitive securities the effective yield is recalculated on

prospective basis For all other mortgage-backed and ABS the effective yield is recalculated on retrospective basis

The Company periodically evaluates fixed maturity and equity securities for impairment The assessment of whether impairments

have occurred is based on managements case-by-case evaluation of the underlying reasons.for the declineip estimated fair value

The Companys review of its fixed maturity and equity securities for impairments includes an analysis of the total gross unrealized

losses by three categories ofseverity and/or age of the gross unrealized loss as summarized in Note Aging of Gross Unrealized

Loss and OTTI Loss for Fixed Maturity and Equity Securities Available-for-Sale An extended and severe unrealized loss position on

fixed maturity security may not have any impact on the ability of the issuer to service all scheduled interest and principal payments and

the Companys evaluation of recoverability of all contractual cash flows or the ability to recover an amount at least equal to its amortized

cost based on the present value of the expected future cash flows to be collected In contrast .for certain equity securities greater

weight and consideration are given by the Company to decline in market value and the likelihood such market value decline will

recover

Additionally management considers wide range of factors about the security issuer and uses its best judgment in evaluating the

cause of the decline in the estirnated fair value of the security and in assessing the prospects for near-term recovery Inherent in

managements evaluation 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 the length of

time and the extent to which the estimated fair value has been below cost or amortized cost the potential for impairments of

securities when the issuer is experiencing significantfinancial difficulties Hi the potential for impairments in an entire industry sector or

sub-sector iv the potential for impairments in certain economically depressed geographic locations the potential for impairments

of securities where the issuer series of issuers or industry has suffered catastrophic type of loss of has exhausted natural resources

vi with respect to fixed maturity securities whether the Conipany has the intent to sell or will more likely than not be required to sell

particular security before the decline in estimated fair value below cost or amortized cost recovers vH With respect to equity

securities whether the Companys abilitV and intent to hold the security for period oftime sufficient to allow for the recovery of Its

estimated fair value to an amount equal to or greater than cost vfi unfavorable changes in forecasted cash flows on mortgage-

backed and ABS and ix other subjective factors including conrtdntrations and information obtained from regulators and rating

agencies

Effective April 2009 the Company prospectively adopted guidance on the recognition and presentation of other-than-temporary

impairment OTTI losses as described in Adoption of New Accounting Pronouncements Financial Instruments The guidance

requires that an OTTI be recognized in earnings for fixed maturity security in an unrealized loss position when it is anticipated that the

amortized cost will not be recovered In such situations the OTTI recognized in earnings is the entire difference between the fixed

maturity securitys amortized cost and its estimated fair value only when either the Company has the intent to sell the fixed maturity
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Notes to the Consolidated Financial Statements Continued

security or ii it is more likely than not that the Company will be required to sell the fixed maturity security before recovery of the decline

in estimated fair value below amortized cost If neither of these two conditions exist the difference between the amortized cost of the

fixed maturity security and the present value of projected future cash flows expected to be collected is recognized as an 0111 in

earnings credit loss If the estimated fair value is less than the present value of projected future cash flows expected to be collected

this portion of OTTI related to other-than credit factors çncncredit loss is recorded in other comprehensive income loss There was

no change for equity securities which when an 0111 has occurred continue to be impaired for the entire difference between the equity

securitys cost and its estimated fair value with corresponding charge to earnings The Company does not make any adjustments for

subsequent recoveries in value

Prior to the adoption of the OTTI guidance the Company recognized in earnings an OTTI for fixed maturity security in an unrealized

loss position unless it could assert that it had both the intent and ability to hold the fixed maturity security for period of time sufficient to

allow for recovery of estimated fair value to the securitys amortized cost Also prior to the adoption of this guidance the entire

difference between the fixed maturity securitys amortized cost basis and its estimated fair value was recognized in earnings if it was

determined to have an 0111

With respect to equity securities the Company considers in its OTTI analysis its intent and ability to hold particular equity security

for period of time sufficient to allow for the recovery of its estimated fair value to an amount equal to or greater than cost If sale

decision is made for an equity security and it is not expected to recover to an amount at least equal to cost prior to the expected time of

the sale the securitywill be deemed other-than-temporarily impaired in the period that the sale decision was made and an 0111 loss will

be recorded in earnings When an 0111 loss has occurred the 0111 loss is the entire difference between the equity securitys cost and

its estimated fair value with corresponding charge to earnings

With respect to perpetual hybrid securities that have attributes of both debt and equity some of which are classified as fixed

maturity securities and some of which are classified as non-redeemable preferred stock within equity securities the Company

considers in its CIII analysis whether there has been any deterioration in credit of the issuer and the likelihood of recovery in value of

the securities that are in severe and extended unrealized loss position The Company also considers whether any perpetual hybrid

securities with an unrealized loss regardless of credit rating have deferred any dividend payments When an 0111 loss has occurred

the 0111 loss is the entire difference between the perpetual hybrid securitys cost and its estimated fair value with corresponding

charge to earnings

The Companys methodology and significant inputs used to determine the amount of the credit loss on fixed maturity securities

under the 0111 guidance are as follows

The Company calculates the recovery value by performing discounted cash flow analysis based on the present value of

future cash flows expected to be received The discount rate is generally the effective interest rate of the fixed maturity security

prior to impairment

ii When determining the collectability and the period over which value is expected to recover the Company applies the same

considerations utilized in its overall impairment evaluation process which incorporates information regarding the specific

security fundamentals of the industry and geographic area in which the security issuer operates and overall macroeconomic

conditions Projected future cash flows are estimated using assumptions derived from managements best estimates of likely

scenario-based outcomes after giving consideration to variety of variables that include but are not limited to general

payment terms of the security the likelihood that the issuer can service the scheduled interest and principal payments the

quality and amount of any credit enhancements the securitys position within the capital structure of the issuer possible

corporate restructurings or asset sales by the issuer and changes to the rating of the security or the issuer by rating agencies

iii Additional considerations are made when assessing the unique features that apply to certain structured securities such as

residential mortgage-backed securities RMBS commercial mortgage-backed securities CMBS and ABS These addi

tional factors for structured securities include but are not limited to the quality of underlying collateral expected prepayment

speeds current and forecasted loss severity consideration of the payment terms of the underlying assets backing particular

security and the payment priority within the tranche structure of the security

iv When determining the amount ofthe credit loss for U.S and foreign corporate securities foreign government securities and

state and political subdivision securities management considers the estimated fair value as the recovery value when available

informatiOn does not indicate that another value is more appropriate When information is identified that indicates recovery

value other than estimated fair value management considers in the determination of recovery value the same considerations

utilized in its overall impairment evaluation process which incorporates available information and managements best estimate

of scenarios-based outcomes regarding the specific security and issuer possible corporate restructurings or asset sales by

the issuer the quality and amount of any credit enhancements the securitys position within the capital structure of the issuer

fundamentals of the industry and geographic area in which the security issuer operates and the overall macroeconomic

conditions

The cost or amortized cost of fixed maturity and eqOity securitiesis adjusted for 0111 in the period in which the determination is

made These impairments are included within net investment gains losses The Company does not change the revised cost basis for

subsequent recoveries in value

In periods subsequent to the recognition of 0111 on fixed maturity security the Company accounts for the impaired security as if it

had been purchased on the measurement date of the impairment Accordingly the discount or reduced premium based on the new

cost basis is accreted into net investment income over the remaining term of the fixed maturity security in prospective manner based

on the amount and timing of estimated future cash flows

The Company purchases and receives beneficial interests in special purpose entities SPEs which enhance the Companys total

return on its investment portfolio principally by providing equity-based returns on fixed maturity securities These investments are
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generally made through structured notes and similar instruments collectively Structured Investment Transactions The Company

has not guaranteed the performance liquidity or obligations of the SPE5 and its exposure to loss is limited to its carrying value of the

beneficial interests in the SPE5 The Company does not consolidate such SPE5 as it has determined it is not the primary beneficiary

These Structured Investment Transactions are included in fixed maturity securities and their investment income is generally recognized

using the retrospective interest method Impairments of these investments are included in net investment gains losses In addition

the Company has invested in certain structured transactions that are VIEs These structured transactions include reinsurance trusts

asset-backed securitizations hybrid securities real estate joint ventures other limited partnership interests and limited liability

companies The Company consolidates those VIEs for which it is deemed to be the primary beneficiary The Company reconsiders

whether it is the primary beneficiary for investments designated as VIEs on quarterly basis

Trading and Other Securities Trading and other securities are stated at estimated fair value Trading and other securities include

investments that are actively purchased and sold Actively Traded Securities These Actively Traded Securities are principally fixed

maturity securities Short sale agreement liabilities related to Actively Traded Securities included in other liabilities are also stated at

estimated fair value Trading and other securities also includes securities for which the FVO has been elected FVO Securities FVO

Securities include certain fixed maturity and equity securities held-for-investment by the general account to support asset and liability

matching strategies for certain insurance products FVO Securities also include contractholder-directed investments supporting unit-

linked variable annuity type liabilities which do not quality for presentation and reporting as separate account summary total assets and

liabilities These investments are primarily mutual funds and to lesser extent fixed maturity and equity securities short-term

investments and cash and cash equivalents The investment returns on these investments inure to contractholders and are offset by

corresponding change in policyholder account balances through interest credited to policyholder account balances Changes in

estimated fair value of such trading and other securities subsequent to purchase are included in net investment income FVO

Securities also include securities held by consolidated securitization entities CSEs former qualitying special purpose entities

QSPEs with changes in estimated fair value subsequen to consolidation included in net investment gains losses Interest and

dividends related to all trading and other securities are included in net investment income

Securities Lending Securities loaned transactions whereby blocks of securities which are included in fixed maturity securities

and short-term investments are loaned to third parties are treated as financing arrangements and the associated liability is recorded

at the amount of cash received At the inception eta loan the Company obtains collateral generally cash in an amount at least equal to

102% of the estimated fair value of the securities loaned and maintains it at level greater than or equal to 100% for the duration of the

loan The Company monitors the estimated fair value of the securities loaned on daily basis with additional collateral obtained as

necessary Substantially all of the Companys securities loaned transactions are with brokerage firms and commercial banks Income

and expenses associated with securities loaned transactions are reported as investment income and investment expense respec

tively within net investment income

Mortgage Loans Mortgage Loans Held-For-Investment For the purposes of determining valuation allowances the Company

disaggregates its mortgage loan investments into three portfolio segments commercial agricultural and residential The

accounting and valuation allowance policies that are applicable to all portfolio segments are presented below followed by the policies

applicable to both commercial and agricultural loans which are very similar as well as policies applicable to residential loans

Commercial Agricultural and Residential Mortgage Loans Mortgage loans held-for-investment are stated at unpaid principal

balance adjusted for any unamortized premium or discount deferred fees or expenses and net of valuation allowances Interest

income is accrued on the principal amount of the loan based on the loans 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 Interest ceases to accrue when collection of interest is not considered probable and/or

when interest or principal payments are past due as follows commercial 60 days and agricultural and residential 90 days

unless in the case of residential loan it is both well-secured and in the process of collection When loan is placed on non-

accrual status uncollected past due interest is charged-off against net investment income Generally the accrual of interest

income resumes after all delinquent amounts are paid and management believesall future principal and interest payments will be

collected Cash receipts on non-accruing loans are recorded in accordance with the loan agreement as reduction of principal

and/or interest income Charge-offs occur upon the realization of credit loss typically through foreclosure or after decision is

made to sell loan or for residential loans when after considering the individual consumers financial status management believes

that uncollectability is other-than-temporary Gain or loss upon charge-off is recorded net of previously established valuation

allowances in net investment gains losses Cash recoveries on principal amounts previously charged-off are generally recorded

as an increase to the valuation allowance unless the valuation allowance adequately provides for expected credit losses then the

recovery is recorded in net investment gains losses Gains and losses from sales of loans and increases or decreases to valuation

allowances are recorded in net investment gains losses

Mortgage loans are considered to be impaired when it is probable that based upon current information and events the

Company will be unable to collect all amounts due underthe contractual terms of the loan agreement Specific valuation allowances

are established using the same methodology for all three portfolio segments as the excess carrying value of loan over either the

present value of expected future cash flows discounted at the loans original effective interest rate iithe estimated fair value of the

loans underlying collateral if the loan is in the process of foreclosure or otherwise collateral dependent or iii the loans observable

market price common evaluation framework is used for establishing non-specific valuation allowances for all loan portfolio

segments however separate non-specific valuation allowance is calculated and maintained for each loan portfolio segment that

is based on inputs unique to each loan portfolio segment Non-specific valuation allowances are established for pools of loans with

similar risk characteristics where property-specific or market-specific risk has not been identified but for which the Company

expects to incur credit loss These evaluations are based upon several loan portfolio segment-specific factors including the
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Companys experience for loan losses defaults and loss severity and loss expectations for loans with similar risk characteristics

The Company typically uses ten years or more of historical experience in these evaluations These evaluations are revised as

conditions change and new information becomes available

Commercial and Agricultural Mortgage Loans All commercial and agricultural loans are monitored on an ongoing basis for

potential credit losses For commercial loans these ongoing reviews may include an analysis of the property financial statements

and rent roll lease rollover analysis property inspections market analysis estimated valuations of the underlying collateral

loan-to-value ratios debt servicecoverage ratios and tenant creditworthiness The monitoring process focuses on higher risk

loans which include those that are classified as restructured potentially delinquent delinquent or in foreclosure as well as loans

with higher loan-to-value ratios and lower debt service coverage ratios The monitoring process for agricultural loans is generally

similar with focus on higher risk loans including reviews on geographic and property-type basis Higher risk commercial and

agricultural loans are reviewed individually on an ongoing basis for potential credit loss and specific valuation allowances are

established using the methodology described above for all loan portfolio segments Quarterly the remaining loans are reviewed on

pool basis by aggregating groups of loans that have similar risk characteristics for potential credit loss and non-specific valuation

allowances are established as described above using inputs that are unique to each segment of the loan portfolio

For commercial loans the Companys primary credit quality indicator is the debt service coverage ratio which compares

propertys net operating income to amounts needed to service the principal and interest due under the loan Generally the lower the

debt service coverage ratio the higher the risk of experiencing credit loss The values utilized in calculating these ratios are

developed in connection with the ongoing review of the commercial loan portfolio and are routinely updated

For agricultural loans the Companys primary credit qualify indicator is the loan-to-value ratio Loan-to-value ratios compare the

amount of the loan to the estimated fair value of the underlying collateral loan-to-value ratio greater than 100% indicates that the

loan amount is greater than the collateral value loan-to-valup ratio of less than 100% indicates an excess of collateral value over

the loan amount Generally the higher the loan-to-value ratio the higher the risk of experiencing credit loss The values utilized in

calculating these ratios are developed in connection with the ongoing review of the agricultural loan portfolio and are routinely

updated

Residential Mortgage Loans The Company residential loan portfolio is comprised primarily of closed end amortizing

residential loans and home equity lines of credit and it does not hold any optional adjustable rate mortgages sub-prime or low

teaser rate loans

In contrast to the commercial and agricultural loan portfolios residential loans are smaller-balance homogeneous loans that are

collectively evaluated for impairment Non-specific valuation allowances are established using the evaluation framework described

above for pools of loans with similar risk characteristics from inputs that are unique to the residential segment of the loan portfolio

Loan specific valuation allowances are only established on residential loans when they have been restructured and are established

using the methodology described above for all loan portfolio segments

For residential loans the Companys primary credit quality indicator is whether the loan is performing or non-performing The

Company generally defines non-performing residential loans as those that are 90 or more days past due and/or in non-accrual

status The determination of performing or non-performing status is assessed monthly Generally non-performing residential loans

have higher risk of experiencing credit loss

Also included in mortgage loans held-for-investment are commercial mortgage loans held by CSE5 that were consolidated by

the Company on January 2010 upon the adoption of new guidance The Company elected FVO for these commercial mortgage

loans and thus they are stated at estimated fair value with changes in estimated lair value subsequent to consolidation recognized

in net investment gains losses

Mortgage Loans Mortgage Loans Held-For-Sale Mortgage loans held-for-sale primarily include residential mortgage loans

which are originated with the intent to sell and for which FVO was elected These residential mortgage loans are stated at estimated fair

value with subsequent changes in estimated fair value recognized in other revenue This caption also includes mortgage loans

previously designated as held-for-investment about which the Company has subsequently changed its intenion.At the time of transfer

to held-for-sale status such mortgage loans are recorded at the lower of amortized cost or estimated fair value less expected

dispositioncosts determined on an individual loan basis Amortized cost is determined in the same manner as for mortgage loans

held-for-investment as described above The amount by which amortized cost exceeds estimated fair value less expected disposition

costs is recognized in net investment gains losses

Policy Loans Policy loans are stated at unpaid principal balances Interest income on such loans is recorded as earned in net

investment income using the contractually agreed upon interest rate Generally interest is capitalized on the policys anniversary date

Valuation allowances are not established for policy loans as these loans arO fully collateralized by the cash surrender value of the

underlying insurance policies Any unpaid principal or interest on the loan is deducted from the cash surrender value or the death

benefit priorto settlement of the policy

RealEstate Real estate held-for-investment including related improvements is stated at cost less accumulated depreciation

Depreciation is provided on straight line basis over the estimated useful life of the asset typically 20 to 55 years Rental income is

recognized on straight-line basis over the term of the respective leases The Company hlassifies property as held-for-sale if it

commits to plan to sell property within one year and actively markets the property in its current condition for price that is

reasonable in comparisonto its estimated fair value The Company classifies the results of operations and the gain or loss on sale of

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

involvement in the operations of the property after the sale Real estate held-for-sale is stated at the lower of depreciated cost or

estimated fair value less expected disposition costs Real estate is not depreciated while it is classified as held-for-sale The Company
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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 value of the property

exceeds its estimated fair value Properties whose carrying values are greater than their undiscounted cash flows are written down to

their estimated 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 rate commensurate with the underlying risks Real estate acquired upon foreclosure is recorded at the lower of

estimated fair value or the carrying value 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 limited partnership interests consisting of leveraged buy-out funds hedge funds and

other private equity funds in which it has more than minor equity interest or more than minor influence over the joint ventures or

partnerships operations but does not have a.controlling interest and is not the primary beneficiary The equity method is also used for

such investments in which the Company has more than minor influence or more than 20% interest Generally the Company records

its share of earnings using three-month lag methodology for instances where the timely financial information is available and the

contractual dght exists to receive such financial information on timely basis The Company uses the cost method of accounting for

investments in real estate joint ventures and other limited partnership interests in which it has minor equity investment and virtually no

influence over the joint ventures or the partnerships operations The Company reports the distributions from real estate joint ventures

and other limited partnership interests accounted for under the cost method and equity in earnings from real estate joint ventures and

other limited partnership interests accounted for under the equity method in net investment income In addition to the investees

performing 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 The Company considers its cost method investments for GUI

when the carrying value of real estate joint ventures and other limited partnership interests exceeds the net asset value CNAV The

Company takes into consideration the severity and duration of this excess when deciding if the cost method investment is

other-than-temporarily impaired For equity method investees the Company considers financial and other information provided by

the investee other known information and inherent risks in the underlying investments as well as future capital commitments in

determining whether an impairment has occurred When an GUI is deemed to have occurred the Company records realized capital

loss within net investment gains losses to record the investment at its estimated fair value

Short-term Investments Short-term investments include investments with remaining maturities of one year or less but greater

than three months at the time of purchase and are stated at amortized cost which approximates estimated fair value or stated at

estimated fair value if available

Other Invested Assets Other invested assets consist principally of freestanding derivatives with positive estimated fair values

leveraged leases investments in insurance enterprise jointventures tax credit partnerships funding agreements mortgage servicing

rights MSRs and funds withheld

Freestanding derivatives with positive estimated fair values are described in the derivatives accounting policy which follows

Leveraged leases are recorded net of non-recourse debt The Company participates in lease transactions which are diversified by

industry asset type .and geographic area The Company recognizes income on the leveraged leases by applying the leveraged leases

estimated rate of return to the net investment in the lease The Company regularly reviews residual values and impairs them to expected

values

Joint venture investments represent the Companys investments in entities that engage in insurance underwriting activities and are

accounted for under the equity method

Tax credit partnerships are established for the purpose of investing ir low-income housing and other social causes where the

primary teturn on investment is in the form of tax credits and are also accounted for under the equity method or under the effective yield

method The Company reports the equity in earnings of joint venture investments and tax credit partnerships in net investment income

Funding agreements represent arrangements where the Company has long-term interest bearing amounts on deposit with third

parties and are generally stated at amortized cost

MSRs are measured at estimated fair value and are either acquired or are generated from the sale of originated residential mortgage

loans where the servicing rights are retained by the Company Changes in estimated fair value of MSR5 are reported in other revenues

in the period in which the change occurs

Funds withheld represent amounts contractually withheld by ceding companies in accordance with reinsurance agreements The

Company records funds withheld receivable rather than the underlying investments The Company recognizes interest on funds

withheld at rates defined by the terms of the agreement which may be contractually specified or directly related to the underlying

investments and records it in net investment income

Investments Risks and Uncertainties The Companys investments are exposed to four primary sources of risk credit interest rate

liquidity risk and market valuation The financial statement risks stemming from such investment risks are those associated with the

determination of estimated fair values the diminished ability to sell certain investments in times of strained market conditions the recognition

of impairments the recognition of income on certain investments and the potential consolidation of VIEs The use of different methodologies

assumptions and inputs relating to these financial statement risks may have material effect on the amounts presented within the

consolidated financial statements

When available the estimated fair value of the Companys fixed maturity and equity securities are based on quoted prices in active markets

that are readily and regularly obtainable Generally these are the most liquid of the Companys securities holdings and valuation of these

securities does not involve management judgment

When quoted prices in active markets are not available the determination of estimated fair value is based on market standard valuation

methodologies The market standard valuation methodologies utilized include discounted cash flow methodologies matrix pricing or other
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similartechniques The inputs to these market standard valuation methodologies include but are not limited to interest rates credit standing

of the issuer or counterparty industry sector of the issuer coupon rate call provisions sinking fund requirements maturity estimated

duration and management assumptions regarding liquidity and estimated future cash flows Accordingly the estimated fair values are

based on available market information and management judgments about financial instruments

The significant inputs to the market standard valuation methodologies for certain types of securities with reasonable levels of price

transparency are inputs that are observable in the market or can be derived principally from or corroborated by observable market data Such

observable inputs include benchmarking prices for similar assets in active liquid markets quoted prices in markets that are not active and

observable yields and spreads in the market

When observable inputs are not avalable the market standard valuation methodologies for determining the estimated fair value of certain

types of securities that trade infrequently and therefore have little or no price transparency rely on inputs that are significant to the estimated

fair value that are not observable in the market or cannot be derived principally from or corroborated by observable market data These

unobservable inputs can be based in large part on management judgment or estimation and cannot be supported by reference to market

activity Even though unobservable these inputs are based on assumptions deemed appropriate given the circumstances and consistent

with what other market participants would use when pricing such securities

The estimated fair value of residential mortgage loans held for sale is determined based on observable pricing of residential mortgage

loans held for sale with similar characteristics or observable pricing for securities backed by similar types of loans adjusted to convert the

securities prices to loan prices Generally quoted market prices are not available When observable pricing for similar loans or securities that

are backed by similar loans are not available the estimated fair values of residential mortgage loans held for sale are determined using

independent broker quotations which is intended to approximate the amounts that would be received from third parties Certain other

mortgage loans have also been designated as held for sale which are recorded at the lower of amortized cost or estimated fair value less

expected disposition costs determined on an individual loan basis For these loans estimated fair value is determined using independent

broker quotations or when the loan is in foreclosure or otherwise determined to be collateral dependent the estimated fair value of the

underlying collateral estimated using internal models

The estimated fair value of MSRs is principally determined through the use of internal discounted cash flow models which utilize various

assumptions Valuation inputs and assumptions include generally observable items such as type and age of loan loan interest rates currant

market interest rates and certain unobservable inputs including assumptions regarding estimates of discount rates loan prepayments and

servicing costs all of which are sensitive to changing market conditions The use of different valuation assumptions and inputs as well as

assumptions relating to the collection of expected cash flows may have material effect on the estimated fair values of MSRs

Financial markets are susceptible to severe events evidenced by rapid depreciation in asset values accompanied by reduction in asset

liquidity The Company ability to sell securities or the price ultimately realized for these securities depends upon the demand and liquidity in

the market and increases the use of judgment in determining the estimated fair value of certain securities

The determination of the amount of allowances and impairments as applicable is described previously by investment type The

determination of such allowances and impairments is highly subjective and is based upon the Companys 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

The recognition of income on certain investments loan backed securities including mortgage backed and ABS certain structured

investment transactions trading and other securities is dependent upon market conditions which could result in prepayments and changes

in amounts to be earned

The accounting guidance for the determination of when an entity is VIE and when to consolidate VIE is complex and requires significant

management judgment The determination of the VIE primary beneficiary requires an evaluation of the contractual and implied rights and

obligations associated with each party relationship with or involvement in the entity an estimate of the entity expected losses and

expected residual returns and the allocation of such estimates to each party involved in the entity The Company generally uses qualitative

approach to determine whether it is the primary beneficiary

For most VIEs the entity that has both the ability to direct the most significant activities of the VIE and the obligation to absorb losses or

receive benefits that could be significant to the VIE is considered the primary beneficiary However for VIEs that are investment companies or

apply measurement principles consistent with those utilized by investment companies the primary beneficiary is based on risks and

rewards model and is defined as the entity that will absorb majority of VIE expected losses receive majority of VIE expected residual

returns if no single entity absorbs majority of expected losses or both The Company reassesses its involvement with VIEs on quarterly

basis The use of different methodologies assumptions and inputs in the determination of the primary beneficiary could have material effect

on the amounts presented within the consolidated financial statements

Derivative Financial Instruments

Derivatives are financial instruments whose values are derived from interest rates foreign currency exchange rates credit spreads

and/or other financial indices Derivatives may be exchange traded or contracted in the over the counter market The Company uses

variety of derivatives including swaps forwards futures and option contracts to manage various risks relating to its ongoing business To

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 consolidated balance sheets either as assets within other invested assets or as

liabilities within other liabilities at estimated fair value as determined through the use of quoted market prices for exchange traded derivatives

and interest rate forwards to sell certain to be announced securities or through the use of pricing models for over the counter derivatives

The determination of estimated fair value when quoted market values are not available is based on market standard valuation methodologies

and inputs that are assumed to be consistent with what other market participants would use when pricing the instruments Derivative
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valuations can be affected by changes in interest rates foreign currency exchange rates financial indices credit spreads default risk

including the counterparties to the contract volatility liquidity and changes in estimates and assumptions used in the pricing models

The Company does not offset the fair value amounts recognized for derivatives executed with the same counterparty under the same

master netting agreement

If derivative is not designated as an accounting hedge or its use in managing riskdoes not qualify for hedge accounting changes in the

estimated fair value of the derivative are generally reported in net derivative gains losses except for those in policyholder benefits and

claims for economic hedges Of variable annuity guarantees included in future policy benefits ii in net investment income for economic

hedges of equity method investments in joint ventures or for all derivatives held in relation to the trading portfolios iii in other revenues for

derivatives held in connection with the Companys mortgage banking activities and iv in other expenses for economic hedges of foreign

currency exposure related to the Companys international subsidiaries The fluctuations in estimated fair value of derivatives which have not

been designated for hedge accourtting can result in significant volatility in net income

To qualify for hedge accounting at 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 hedge of the estimated fair

value of recognized asset or liability fair value hedge ii hedge of forecasted transaction or of the variability of cash flows to be

received or paid related to recognized asset or liability cash flow hedge or iii hedge eta net investment in foreign operation In this

dOcumentation the Company sets forth how the hedging instrument is expected to hedge the designated risks related to the hedged item

and sets forth the method that will be used to retrospectively and prospectively assess the hedging instruments effectiveness and the

method which will be used to measure ineffectiveness derivative designated as hedging instrument must be assessed as being highly

effective in offsetting the designated risk of the hedged item Hedge effectiveness iC formally asdessed at inception and periodically

throughout the life of the designated hedging relationship Assessments of hedge effectiveness and measurements of ineffectiveness are

also subject to interpretation and estimation and different interpretations or estimates may have material effect on the amount reported in net

income

The accounting for derivatives is complex and interpretations of the primary accounting guidance continue to evolve in practice

Judgment is applied in determining the availability and application of hedge accounting designations and the appropriate accounting

treatment under such accounting guidance If it was determined that hedge accounting designations were not appropriately applied

reported net income could be materially affectd

Under fair value hedge changes in the estimated fair value of the hedging derivative including amounts measured as ineffectiveness

and changes in the estimated fair value of the hedged item related to the designated risk being hedged are reported within net derivative

gains losses The estimated fair values of the hedging derivatives are exclusive of any accruals that are separately reported in the

consolidated statement of operations within interest income or interest expense to match the location of the hedged item However accruals

that are not scheduled to settle until maturity are included in the estimated fair value of derivatives in the consolidated balance sheets

Under dash flow hedge changes in the estimated fair value of the hedging derivative measured as effective are reported within other

comprehensive income loss separate component of stockholders equity and the deferred gains or losses on the derivative are

reclassified into the consolidated statement of operations when the Companys earnings are affected by the variability in cash flows of the

hedged item Changes in the estimated fair value of the hedging instrument measOred as ineffectiveness are reported within net derivative

gains losses The estimated fair values of the hedging derivatives are exclusive of any accruals that are separately reported in the

consOlidated statement of operations within interest income or interest expense to match the location of the hedged item However accruals

that are not scheduled to settle until maturity are included in the estimated fair value of derivatives in the consolidated balance sheets

In ahedge of net investment in foreign operation changes in the estimated fair value of the hedging derivative that are measured as

effective are reported within other comprehensive income loss consistent with the translation adjustment for the hedged net investment in

the foreign operation Changes in the estimated fair value of the hedging instrument measured as ineffectiveness are reported within net

derivative gains losses

The Company discontinues hedge accounting prospectively when it is determined that the derivative is no longer highly effective in

offsetting changes in the estimated fair value or cash flows of hedged item the derivative expires is sold terminated or exercised ni it

is no longer probable that the hedged forecasted transaction will occur or iv the derivative is de designated as hedging instrument

When hedge accounting is discontinued because it is determined that the derivative is not highly effective in offsetting changes in the

estimated fafr value or cash flows of hedged item the derivative continues to be carried in the consolidated balance sheets at its estimated

fair value with changes in estimated fair value recognized currently in net derivative gains losses The carrying value of the hedged

recognized asset or liability under fair value hedge is no longer adlusted for changes in its estimated 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 estimated fair value of derivatives recorded in other comprehensive

income loss related to discontinued cash flow hedges are released into the consolidated statement of operations when the Companys

earnings are affected by the variability in cash flows of the hedged item

When hedge accounting is discontinued because itis no longer probable that the forecasted transactions will occur on the anticipated

date or within two months of that date the derivative continuesto be carried in the consolidated balance sheets at its estimated fair value with

changes in estimated fair value recognized currently in net derivative gains losses Deferred gains and losses of derivative recorded in

other comprehensive income loss pursuant to the discontinued cash flow hedge of forecasted transaction that is no longer probable are

recognized immediately in net derivative gains losses

In all other situations in which hedge accounting is discontinued the derivative is carried at its estimated fair value in the consolidated

balance sheets with changes in its estimated fair value recognized in the current period as net derivative gains losses

The Company is also party to financial instruments that contain terms which are deemed to be embedded derivatives The Company

assesses each identified embedded derivative to determine whether
it is required to be bifurcated If the instrument would not be accounted
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for in its entirety at estimated fair value and it is determined that the terms of the embedded derivative are not clearly and closely related to the

economic characteristics of the host contract and that separate instrument with the same terms would qualify as derivative instrument

the embedded derivative is bifurcated from the host contract and accounted for as freestanding derivative Such embedded derivatives are

carried in the consolidated balance sheets at estimated fair value with the host contract and changes in their estimated fair value are generally

reported in net derivative gains losses except for those in policyholcter benefits and claims related to ceded reinsurance of guaranteed

minimum income benefits GMIBs 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 estimated fair value with changes in estimated fair value recognized in the

current period in net investment gains losses or net investment income Additionally the Company may elect to carry an entire contract on

the balance sheet at estimated fair value with changes in estimated fair value recognized in the current period in net investment gains losses

or net investment income if that contract contains an embedded derivative that fequires bifurcation

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original or reniaining maturity of three months or less at the date of

purchase to be cash equivalents Cash equivalents are stated at amortized cost which approximates estimated fair value

Property Equipment Leasehold Improvements and Computer Software

Property equipment and leasehold improvements which are included in other assets are stated at cost less accumulated depreciation

and amortization Depreciation is determined using the straight line method over the estimated useful 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 cost basis of the property equipment and

leasehold improvements was $2 billion and $1 billion at December31 2010 and 2009 respectively Accumulated depreciation and

amortization of property equipment and leasehold improvements was $1 billion and $1 billion at December 31 2010 and 2009

respectively Related depreciation and amortization expense was $152 million $152 million and $150 million for the years ended Decem

ber 31 2010 2009 and 2008 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 amortized generally over four year period using the straight line method The cost basis of computer software

was $2.0 billion and $1 .7 billion at Dechrriber 31 2010 and 20O9 respectively Accumulated amortization of capitalized Software was

$1 billion and $1 billion at December31 2010 and 2009 respectively Related amortization expense was $189 million $1 71 mHlion and

$153 million for the years ended December31 2010 2009 and 2008 respectively

Deferred Policy Acquisition Costs DAC and Value of Business Acquired VOBA
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 issuance

expenses VOBA is an intangible asset that represents the excess of book value over the estimated fair value of acquired insurance annuity

and investment type contracts in force at the acquisition date The estimated fair value of the acquired liabilities 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 nonperformance risk adjustment and other factors Actual

experience on the purchased business 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 consolidated financial statements for reporting purposes

DAC for credit property and casualty insurance contracts which is primarily composed of cOmmissions and certain underwriting

expenses is amortized on pro rata basis over the applicable contract term or reinsurance treaty

DAC and VOBA on life insurance accident and health or investment-type contracts are amortized in proportion to gross premiums gross

matgins or gross profits depending on the type of contract as described below

The Company amortizesDAC and VOBA related to non-participating and non-dividend-paying traditional contracts term insurance non

participating whole life insurance traditional group life insurance credit insurance non-medical health insurance and accident and health

insurance overthe entire premium paying period in proportion to the present value of actual historic and expected futuregross premiums

The present value of expected premiums is based upon the premium requirement of each policy and assumptions for mortality morbidity

persistency and investment returns at policy issuance or policy acquisition as it relates to VOBA that include provisions for adverse

deviation and are consistent with the assumptions used to calculate future policyholder benefit liabilities These assumptions are not revised

after policy issuance or acquisition unless the DAC or VOBA balance is deemed to be unrecoverable from future expected profits Absent

premium deficiency variability in amortization 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 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 contracts within the closed block dividend paying traditional contracts future gross margins are also

dependent upon changes in the policyholder dividend obligation Of these factors the Comiany anticipates that investment returns

expenses persistency and other factor changes as well as 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 margins with the actUal gross rnarins forthat

period When the actual gross margins change from previously estimated gross margins the cumulative DAC and VOBA amortization is re

estimated and adjusted by cumulative charge or credit to current operations When actual gross margins exceed those previously

estimated the DAC and VOBA amortization will increase resulting in current period charge to earnings The opposite result occurs when

the actual gross margins are below the previously estimated gross margins Each reporting period the Company also updates the actual
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amount of business in-force which.impacts expected future gross margins When expected future gross margins are below those previously

estimated the DAC and VOBA amortization will increase resulting in current period charge to earnings The opposite result occurs when

the expected future gross margins are above the previously estimated expected future gross margins Each period the Company also

reviews the estimated gross margins for each block of business to determine the recoverability of DAC and VOBA balances

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 expected future gross profits The amortization includes interest

based on rates in effect at inception or acquisition of the contracts The amount of future gross profits is dependent principally upon returns in

excess of the amounts credited to policyholders mortality persistency interest crediting rates expenses to administer the business

creditworthiness of reinsurance counterparties the effect of any hedges used and certain economic variables such as inflation Of these

factors the Company anticipates that investment returns expenses and persistency are reasonably likely to 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 previously estimated gross profits the cumulative DAC and VOBA amortization is re

estimated and adjusted by cumulative charge or credit to current operations When actual gross profits exceed those previously estimated

the DAC and VOBA amortization will increase resulting in current period charge to earnings The opposite result occurs when the actual

gross profits are below the previously estimated gross profits Each reporting period the Company also updates the actual amount of

business remaining in force which impacts expected future gross profits When expected future gross profits are below those previously

estimated the DAC and VOBA amortization will increase resulting in current period charge to earnings The opposite result occurs when

the expected future gross profits are above the previously estimated expected future gross profits Each period the Company also reviews

the estimated gross profits for each block of business to determine the recoverability of DAC and VOBA balances

Separate account rates of return on variable universal life contracts and variable deferred annuity contracts affect in force account

balances on such contracts each reporting period which can result in significant fluctuations in amortization of DAC and VOBA Returns that

are higher than the Companys long-term expectation produce higher account balances which increases the Companys future fee

expectations and decreases future benefit payment expectations on minimum death and living benefit guarantees resulting in higher

expected future gross profits The opposite result occurs when returns are lower than the Company long term expectation The Company

practice to determine the impact of gross profits resulting 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 events and only changes the assumption when its long-term expectation changes

The Company also periodically reviews other long-term assumptions underlying the projections of estimated gross margins and profits

These include investment returns policyholder dividend scales interest crediting rates mortality persistency 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 margins and profits to increase DAC and VOBA

amortization will decrease resulting in current period increase to earnings The opposite result occurs when the assumption update

causes expected future gross margins and profits to decrease

Periodically the Company modifies product benefits features rights or coverages that occur by the exchange of contract for new

contract or by amendment endorsement or rider to contract or by election or coverage within contract If such modification referred to

as an internal replacement substantially changes the contract the associated DAC or VOBA is written off immediately through income and

any new deferrable costs associated with the replacement contract are deferred If the modification does not substantially change the

contract the DAC or VOBA amortization on the original contract will continue and any acquisition costs associated with the related

modification are expensed

Sales Inducements

The Company generally has two different types of sales inducements which are included in other assets the policyholder receives

bonus whereby the policyholders initial account balance is increased by an amount equal to specified percentage of the customers

deposit and the policyholder receives higher interest rate using 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 life of the policy using

the same methodology andassumptions used to amortize DAC The amortization of sales inducements is included in policyholder benefits

and claims Each year or more frequently if circumstances indicate potentially significant recoverability issue exists the Company reviews

the deferred sales inducements to determine the recoverability of these balances

Value of Distribution Agreements and Customer Relationships Acquired

Value of distribution agreements VODA is reported in other assets and represents the present value of expected future profits

associated with the expected future business derived from the distribution agreements Value of customer relationships acquired VOCRA
is also reported in other assets and represents the present value of the expected future profits associated with the expected future business

acquired through existing customers of the acquired company or business The VODA and VOCRA associated with past acquisitions are

amortized over useful lives ranging from 10 to 40 years and such amortization is included in other expenses Each year or more frequently if

circumstances indicate potentially significant recoverability issue exists the Company reviews VODA and VOCRA to determine the

recoverability of these balances

Goodwill

Goodwill is the excess of cost over the estimated fair value of net assets acquired which represents the future economic benefits arising

from such net assets acquired that could not be individually identified 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 climate indicate that there may be justification for

conducting an interim test The Company performs its annual goodwill impairment testing during the third quarter of bach year based upon
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data as of the close of the second quarter Goodwill associated with business acquisition is not tested for impairment during the year the

business is acquired unless there is significant identified impairment event

Impairment testing is performed using the fair value approach which requires the use of estimates and judgment at the reporting unit

level reporting unit is the operating segment or business one level below the operating segment if discrete financial information is

prepared and regularly reviewed by management at that level For purposes of goodwill impairment testing significant portion of goodwill

within Banking Corporate Other is allocated to reporting units within the Companys segments

For purposes of goodwill impairment testing if the carrying value of reporting unit exceeds its estimated fair value there might be an

indication of impairment In such instances the implied fair value of the goodwill is determined in the same manner as the amount of goodwill

that would be determined in business acquisition The excess of the carrying value of goodwill over the implied fair value of goodwill would

be recognized as an impairment and recorded as charge against net income

In performing the Companys goodwill impairment tests the estimated fair values of the reporting units are first determined using market

multiple approach When further corroboration is required the Company uses discounted cash flow approach For reporting units which are

particularly sensitive to market assumptions such as the retirement products and individual life reporting units the Company may use

additional valuation methodologies to estimate the reporting units fair values

The key inputs judgments and assumptions necessary in determining estimated fair value of the reporting units include projected

earnings current book value with and without accumulated other comprehensive income the level of economic capital required to support

the mix of business long-term growth rates comparative market multiples the account value of in-force business projections of new and

renewal business as well as margins on such business the level of interest rates credit spreads equity market levels and the discount rate

that the Company believes is appropriate for the respective reporting unit The estimated fair values of the retirement products and individual

life reporting units are particularly sensitive to the equity market levels

When testing goodwill for impairment the Company also considersits market capitalization in relation to the aggregate estimated fair value

of its reporting units

The Company applies significant judgment when determining the estimated fair value of the Companys reporting units and when

assessing the relationship of market capitalization to the aggregate estimated fair value of its reporting units The valuation methodologies

utilized are subject to key judgments and assumptions that are sensitive to change Estimates of fair value are inherently uncertain and

represent only managements reasonable expectation regarding future developments These estimates and the judgments and assumptions

upon which the estimates are based will in all likelihood differ in some respects from actual future results Declines in the estimated fair value

of the Companys reporting units could result in goodwill impairments in future periods which could materially adversely affect the Companys

results of operations or financial position

During the 201 0impairment tests of goodwill the Company concluded that the fair values of all reporting units were in excess of their

carrying values and therefore goodwill was not impaired On an ongoing basis the Company evaluates potential triggering events that may

affect the estimated fair value of the Company reporting units to assess whether any goodwill impairment exists Deteriorating or adverse

market conditions for certain reporting units may have significant impact on the estimated fair value of these reporting units and could result

in future impairments of goodwill

See Note for further consideration of goodwill impairment testing during 2010

Liability for Future Policy Benefits and Policyholder Account Balances

The Company establishes liabilities for amounts payable under insurance policies including traditional life insurance traditional annuities

certain accident and health 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 future expected benefits to be paid reduced by the present value of future expected premiums

Such liabilities are established based on methods and underlying assumptions in accordance with GAAP and applicable actuarial standards

Principal assumptions used in the establishment of liabilities for future policy benefits are mortahty morbidity policy lapse renewal

retirement disability incidence disability terminations investment returns inflation expenses and other contingent events as appropriate to

the respective product type and geographical area These assumptions are established at the time the policy is issued and are intended to

estimate the experience for the period the policy benefits are payable Utilizing these assumptions liabilities are established on block of

business basis

Future policy benefit liabilities for participating traditional life insurance policies are equal to the aggregate of net level premium reserves

for death and endowment policy benefits calculated based upon the non-forfeiture interest rate ranging from 3% to 7% for domestic

business and 1% to 12% for international business and mortality rates guaranteed in calculating the cash surrender values described in such

contracts and ii the liability for terminal dividends for domestic business

Participating business represented approximately 6% of the Companys life insurance in-force at both December 31 2010 and 2009

Participating policies represented approximately 26% 28% and 27% of gross life insurance premiums for the years ended December 31

2010 2009 and 2008 respectively

Future policy benefit liabilities for non-participating traditional life insurance policies are equal to the aggregate 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 persistency are based upon the Companys experience when the basis of the liability is established Interest rate assumptions for the

aggregate future policy benefit liabilities range from 3% to 8% for domestic business and 1% to 12% for international business

Future policy benefit liabilities for individual and group traditional fixed annuities after annuitization are equal to the present value of

expected future payments Interest rate assumptions used in establishing such liabilities range from 2% to 11% for domestic business and 3%

to 12% for international business

Future policy benefit liabilities for non-medical health insurance primarily related to domestic business are calculated using the net level

premium method and assumptions as to future morbidity withdrawals and interest which provide margin for adverse deviation Interest rate

assumptions used in establishing such liabilities range from 4% to 7%
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Future policy benefit liabilities for disabled lives are estimated using the present value of benefits method and experience assumptions as

to claim terminations expenses and interest Interest rate assumptions used in establishing such liabilities range from 3% to 8% for domestic

business and 2% to 9% for international business

Liabilities for unpaid claims and claim expenses for property and casualty insurance are included in future policyholder benefits and

represent the amount estimated for claims that have been reported but not settled and claims incurred but not reported Liabilities for unpaid

claims are estimated based upon the Companys historical experience 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 future policy benefit liabilities for minimum death and income benefit guarantees relating to certain annuity

contracts and secondary and paid-up guarantees relating to certain life policies as follows

Guaranteed minimum death benefit GMDB liabilities are determined by estimating the expected value of death benefits 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 liability balance with related charge or credit to benefit

expense if actual experience or other evidence suggests that earlier assumptions should 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 investment performance and volatility are consistent with the historical experience of the appropriate underlying

equity index such as the Standard Poors SP 500 Index The benefit assumptions used in calculating theliabilities are based on

the average benefits payable over range of scenarios

Guaranteed minimum income benefit GMIB liabilities are determined by estimating the expected 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 estimates used and adjusts the additional liability

balance with related charge or credit to benefit expense if actual experience or other evidence suggests that earlier assumptions

should be revised The assumptions used for estimating the GMIB liabilities are consistent with those used for estimating the GMDB

liabilities In addition the calculation of guaranteed annuitization benefit liabilities incorporates an assumption for the percentage of the

potential annuitizations that may be elected by the contractholder Certaih GMIBs have settlement features that result in portion of that

guarantee being accounted for as an embedded derivative and are recorded in policyholder account balances as described below

Liabilities for universal and 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 to be zero and recognizing those benefits ratably over the accumulation period

based on total expected assessments The Company regularly evaluates estimates used and adjusts the additional liability balances with

related charge or credit to benefit expense if actual experience or other evidence suggests that earlier assumptions should be revised The

assumptions used in estimating the secondary and paid-up guarantee liabilities are consistent with those used for amortizing DAC and are

thus subject to the same variability and risk The assumptions of investment performance and volatility for variable products are consistent

with historical SP experience The benefits used in calculating the liabilities are based on the average benefits payable over range of

scenarios

The Company establishes policyholder account balances for guaranteed minimum benefits relating to certain variable annuity products as

follows

Guaranteed minimum withdrawal benefits GMWB guarantee the contractholder return of their purchase payment via partial

withdrawals even if the account value is reduced to zero provided that the contractholders cumulative withdrawals in contract year

do not exceed 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

estimated fair value separately from the host variable annuity product

Guaranteed minimum accumulation benefits GMAB and settlement features in certain GMIB described above provide the

contractholder after specified period of time determined at the time of issuance of the variable annuity contract with minimum

accumulation of their purchase payments even if the account value is reduced to zero The initial guaranteed accumulation amount is

equal to the initial benefit base as defined in the contract typically the initial purchase payments plus applicable bonus amounts The

GMAB is an embedded derivative which is measured at estimated fair value separately from the host variable annuity product

For GMWB GMAB and certain GMIB the initial benefit base is increased by additional purchase payments made within certain time

period and decreases by benefits paid and/or withdrawal amounts After specified period of time the benefit base may also increase as

result of an optional reset as defined in the contract

GMWB GMAB and certain GMIB are accounted for as embedded derivatives with changes in estimated fair value reported in net

derivative gains losses

At inception of the GMWB GMAB and certain GMIB contracts the Company attributes to the embedded derivative portion of the

projected future guarantee fees to be collected from the policyholder equal to the present value of projected future guaranteed benefits Any

additional fees represent excess fees and are reported in universal life and investment-type product policy fees

The estimated fair values of these embedded derivatives are then determined based on the present value of projected future benefits

minus the present value of projected future fees The projections of future benefits and future fees require capital market and actuarial

assumptions including expectations concerning policyholder behavior risk neutral valuation methodologyis used under which the cash

flows from the guarantees are projected under multiple capital market scenarios using observable risk free rates The valuation of these

embedded derivatives also includes an adjustment for the Companys nonperformance risk and risk margins for non-capital market inputs

The nonperformance adjustment is determined by taking into consideration publicly available information relating to spreads in the secondary

market for the Holding Companys debt including related credit default swaps These observable spreads are then adjusted as necessary to

reflect the priority of these liabilities and the claims paying ability of the issuing insurance subsidiaries compared to the Holding Company Risk
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margins are established to capture the non-capital market risks of the instrument which represent the additional compensation market

participant would require to assume the risks related to the uncertainties of such actuarial assumptions as annuitization premium

persistency partial withdrawal and surrenders The establishment of risk margins requires the use of significant management judgment

These guaranteed minimum benefits may be more costly than expected in volatile or declining equity markets Market cOnditions

including but not limited to changes in interest rates equity indices market volatility and foreign currency exchange rates changes in

nonperformance risk variations in actuarial assumptions regarding policyholder behavior mortality and risk margins related to non-capital

market inputs may result in significant fluctuations in the estimated fair value of the guarantees that could materially aftect net income

The Company periodically reviews its estimates ot actuarial liabilities for future policy benefits and compares them with its actual

experience Differences between actual experience and the assumptions used in pricing these policies and guarantees 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

Policyholder account balances relate to investment-type contracts universal life-type policies and certain guaranteed minimum benefits

Investment-type contracts principally include traditional individual fixed annuities in the accumulation phase and non-variable group annuity

contracts Policyholder account balances forthese contracts are equal to policy account values which consist of an accumulation of gross

premium payments and investment performance ii credited interest ranging from 1% to 17% for domestic business and 1% to 38% for

international business less expenses mortality charges and withdrawals and iii fair value adjustments relating to business combinations

Other Policy-Related Balances

Other policy-related balances include policy and contract claims unearned revenue liabilities premiums received in advance negative

VOBA 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 card and dental claims

as well as claims which have been reported but not yet settled The liability for these claims is based on the Companys estimated ultimate

cost of settling all claims The Company derives estimates for the development of incurred but not reported claims principally from actuarial

analyses of historical patterns of claims and claims development for each line of business The methods used to determine 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 unearned revenue liability relates to universal life-type and investment-type products and represents policy charges for services to be

provided in future periods The charges are deferred as undarned revenue and amortized using the products 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 individual life group life and health contracts as premium received in

advance and applies the cash received to premiums when due

For certain acquired blocks of business the estimated fair value of the in-force contract obligations exceeded the book value of assumed

in-force insurance policy liabilities resulting in negative VOBA which is presented separately from VOBA as an additional insurance liability

The fair value of the in-force contract obligations is based on actuarial determined projections by each block of business Negative VOBA is

amortized over the policy period in proportion to the approximate consumption of losses included in the liability usually expressed in terms of

insurance in-force or account value Such amortization is recorded as contra-expense in other expenses in the consolidated statements of

operations

Also included in other policy-related balances are policyholder dividends due and unpaid on participating policies and policyholder

dividends left on deposit Such liabilities are presented at amounts contractually due to policyholders

Recognition of Insurance Revenue and Related Benefits

Premiums related to traditional life and annuity policies with life contingencies and long-duration accident and health and credit insurance

policies are recognized as revenues when due from policyholders Policyholder benefits and expenses are provided against such revenues to

recognize profits over the estimated lives of the policies When premiums are due over significantly shorter period than the period over which

benefits are provided any excess profit is deferred and recognized into operations in constant relationship to insurance in-force or for

annuities the amount of expected future policy benefit payments

Premiums related to short-duration non-medical health and disability contracts are recognized on pro rats basis over the applicable

contract term

Deposits related to universal life-type and investment-type products are credited to policyholder account balances Revenues from sucn

contracts consist of amounts assessed against policyholder account balances for mortality policy administration and surrender charges and

are recorded in universal life and investment-type product policy fees in the period 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 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 policyholder benefits and expenses are presented net of reinsurance

The portion of fees allocated to embedded derivatives described previously is recognized within net derivative gains losses as part of the

estimated fair value of embedded derivatives

Other Revenues

Other revenues include in addition to items described elsewhere herein advisory fees broker-dealer commissions and fees and

administrative service fees Such fees and commissions are recognized in the period in which services are performed Other revenues also

include changes in account value relating to corporate-owned life insurance CCLI Under certain CCLI contracts if the Company reports

certain unlikely adverse results in its consolidated financial statements withdrawals would not be immediately available and would be subject

to market value adjustment which could result in reduction of the account value

MetLife Inc F21



MetLife Inc

Notes to the Consolidated Financial Statements Continued

Policyholder Dividends

Policyholder dividends are approved annually by the insurance subsidiaries boards of directors The aggregate amount of policyholder

dividends is related to actual interest mortality morbidity and expense experience for the year as well as managements judgment as to the

appropriate level of statutory surplus to be retained by the insurance subsidiaries

Income Taxes

The Holding Company and its includable life insurance and non-life insurance subsidiaries file consolidated U.S federal income tax

return in accordance with the provisions of the Internal Revenue Code of 1986 as amended the Code Non-includable subsidiaries file

either separate individual corporate tax returns or separate consolidated tax returns

The Companys accounting for income taxes represents managements 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 to taxable income in the years the temporary

differences are expected to reverse

For U.S federal income tax purposes the Company anticipates making an election under the Code Section 338 as it relates to the

Acquisition As such the tax basis in the acquired assets and liabilities is adjusted as of the Acquisition Date resulting in change to the

related deferred income taxes

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 jurisdict ion 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 deter

mination consideration is given to among other things the following

future taxable income exclusive of reversing temporary differences and carryforwards

ii future reversals of existing taxable temporary differences

iii taxable income in prior carryback years and

iv tax planning strategies

The Company may be required to change its provision for income taxes in certain circumstances Examples of such circumstances

include when the ultimate deductibility of certain items is challenged by taxing authorities see 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 adjustment in

valuation allowances Additionally 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 amounts

reported in the consolidated financial statements in the year these changes occur

The Company determines whether it is more likely than not that 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 tax position is measured at the largest amount of

benefit that is greater than 50 percent likely of being realized upon settlement Unrecognized tax benefits due to tax uncertainties that do not

meet 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 component of income tax

Reinsurance

The Company enters into reinsurance agreements primarily as purchaser of reinsurance for its various insurance products and also as

provider of reinsurance for some insurance products issued by third parties

For each of its reinsurance agreements the Company determines whether the agreement provides indemnification against loss or liability

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 clairns

For reinsurance of existing in-force blocks of long-duration 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 reinsurance agreement The net cost of reinsurance is recorded as an adjustment to DAC and recognized as

component of other expenses on basis consistent with the way the acquisition costs on the underlying reinsured contracts would be

recognized Subsequent amounts 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 policy benefit liabilities are established

For prospective reinsurance of short-duration contracts that meet the criteria for reinsurance accounting amounts paid received are

recorded as ceded assumed premiums and ceded assumed unearned premiums and are reflected as component of premiums and other

receivables future policy benefits Such amounts are amortized through earned premiums over the remaining contract period in proportion

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 exceed the related insurance liabilities ceded assumed are recognized immediately as

loss Any gains on such retroactive agreements are deferred and recorded in other liabilities The gains are amortized primarily using the

recovery method

The assumptions used to account for both long and short-duration reinsurance agreements are consistent with those used for the

underlying contracts Ceded policyholder and contract related liabilities other than those currently due are reported gross on the balance

sheet

Amounts currently recoverable under reinsurance agreements are included in premiums reinsurance and other receivables and amounts

currently payable are included in other liabilities Such assets and liabilities relating to reinsurance agreements with the same reinsurer may be

recorded net on the balance sheet if right of offset exists within the reinsurance agreement In the event that reinsurers do not meet their
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obligations to the Company under the terms of the reinsurance agreements reinsurance balances recoverable could become uncollectible

In such instances reinsurance recoverable balances are stated net of allowances for uncollectible reinsurance

Premiums fees and policyholder benefits and claims include amounts assumed under reinsurance agreements and arenet of reinsurance

ceded Amounts received from reinsurers for policy administration are reported in other revenues
If the Company determines that reinsurance agreement does not expose the reinsurer to reasonable possibility of significant loss

from insurance risk the Company records the agreement using the deposit method of accounting Deposits received are included in other

liabilities and deposits made are included within premiums reinsurance and other receivables As amounts are paid or received consistent

with the underlying contracts the deposit assets or liabilities are adjusted Intereston such deposits is recorded as other revenues or other

expenses as appropriate Periodically the Company evaluates the adequacy of the expected payments or recoveries and adjusts the

deposit asset or liability through other revenues or other expenses as appropriate

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 aforementioned assumptions used to establish assets and liabilities relating to ceded and assumed reinsurance

and evaluates the financial strength of counterparties to its reinsurance agreements using criteria similar to that evaluated in the security

impairment process discussed previously

Cessions under reinsurance arrangements do not discharge the Company obligations as the primary insurer

Employee Benefit Plans

Certain subsidiaries of the Holding Company the Subsidiaries sponsor and/or administer various plans that provide defined benefit

pension and other postretirement benefits covering eligible employees and sales representatives Measurement dates used for all of the

Subsidiaries defined benefit pension and other postretirement benefit plans correspond with the fiscal year ends of sponsoring Subsidiaries

which are December 31 for Subsidiaries and November 30 for most foreign Subsidiaries

Pension benefits are provided utilizing eIther traditional formula or cash balance formula The traditional formulaprovides benefits based
upon years of credited service and either final 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 welles earnings credits determined annually based

upon the average annual rate of interest on 30-year Treasury securities for each account balance

The Subsidiaries also provide certain postemployment benefits and certain postretirement medical and life insurance benefits for retired

employees Employees of the Subsidiaries who were hired prior to 2003 or in certain cases rehired during or after 2003 and meet age and
service criteria while working for one of the Subsidiaries may become eligible for these other postretirement benefits at various levels in

accordance with the applicable plans Virtually all retirees or their beneficiaries contribute portion of the total cost of postretirement

medical benefits Employees hired after 2003 are not eligible for any employer subsidy for postretirement medical benefits

The projected pension benefit obligation PBO 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 levels Obligations both PBO and ABC of the defined benefit pension
plans are determined using variety of actuarial assumptions from which actual results may vary as described below

The expected postretirement plan benefit obligations EPBO represents the actuarial present value of all other postretirement benefits

expected to be paid after retirement to employees and their dependents and is used in measuring the periodic postretirement benefit

expense The accumulated postretirement plan benefit obligations APBO represents the actuarial present value of future other postre
tirement benefits attributed to employee services rendered through particular date and is the valuation basis upon which liabilities are
established The APBO is determined using variety of actuarial assumptions from which actual results may vary as described below

The Company recognizes the funded status of the PBO for pension plans and the APBO for other postretiremont plans for each of its plans

in the consolidated balance sheets The actuarial gains or losses prior service costs and credits and the remaining net transition asset or

obligation that had not yet been included in net periodic benefit costs are charged net of income tax to accumulated other comprehensive
income loss

Net periodic benefit cost is determined using management estimates and actuarial assumptions to derive service cost interest cost and
expected return on plan assets for 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 to plan amendments or initiation of new plans.These costs
are amortized into net periodi benefit cost over the expected service years of employees whose benefits 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 periodic benefit cost for particular period resulting in gains or losses To the extent such aggregate gains or losses

exceed 10 percent of the greater of the benefit obligations or the market-related asset value ofthe plans they are amortized into net periodic
benefit cost over the expected service years of employees 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 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 firms determines these assumptions based upon variety of factors such as historical performance 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 adicipant demographiÆs These differences

mayhave significant effect on the Companys consolidated financial statements and liquidity

The Subsidiaries also sponsor defined contribution savings and investment plans SIP for substantially all employees under which
portion of employee contributions is matched Applicable matching contributions are made each payroll period Accordingly the Company
recognizes compensation cost for current matching contributions As all contributions are transferred currently as earned to the SIP trust no
liability for matching contributions is recognized in the consolidated balance sheets
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Stock-Based Compensation

As more fully described in Note 18 the Company grants certain employees and directors stock-based compensation awards under

various plans that are subject to specific vesting conditions The cost of all stock based transactions is measured at fair value at grant date

and recognized over the period during which grantee is required to provide goods or services in exchange forthe award Although the terms

of the Company stock based plans do not accelerate vesting upon retirement or the attainment of retirement eligibility the requisite service

period subsequent to attaining such eligibility is considered nopsubstantive Accordingly the Company recognizes compensation expense

related to stock based awards over the shorter of the requisite service period or the period to attainment of retirement eligibility
An estimation

of future forfeitures of stock based awards is incorporated into the determination of compensation expense when recognizing expense over

the requisite service period

Foreign Currency

Assets liabilitiOs and operations of foreign affiliates and subsidiaries are recorded based on the functional currency of each entity The

determinatiOn of the functional currency is madO based on the appropriate economic and management indicators With the exception of

certain foreign operations primarily Japan where multiple functional currencies exist the local currencies of foreign operations are the

functional currencies Assets and liabilities of foreign affiliates and subsidiaries are translated from the functional currency to dollars 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 resulting translation adjustments are charged or credited directly to other comprehensive income or loss net of

applicable taxes Gains and losses from foreign currency transabtions including the effect of re-measurement of monetary assets and

liabilities to the appropriate functional currency are reported as part of net investment gains losses in the period in which they occur

Discontinued Operations

The results of operations of component of the Company that either has been disposed of or is classified as held-for-sale are reported in

discontinued operations if the operations and cash flows of the component have been or will be eliminated from the ongoing operations of the

Companyas 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

Earninds Per Common Share

Basic earnings per common share are computed based On the weighted average number of common shares or their equivalent

outstanding during the period The difference between the number of shares assumed issued and number of shares assumed purchased

represents the dilutive shares Diluted earnings per common share include the dilutive effect of the assumed exercise or issuance of stock

based awards using the treasury stock method settlement of stock purchase contracts underlying common equity units using the treasury

stock method and iv settlement of accelerated common stock repurchase contracts Under the treasury stock method exercise or

issuance of stock based awards and settlement of the stock purchase contracts underlying 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 14 18 and 20

Litigation Contingencies

The Company isa party toa number of legal actions and is involved in number of regulatory investigations Given the inherent

unpredictability of thesemattdrs it is drfficult to estimate the impact on the Companys financial position Liabilities are established when it is

probable that loss has been incurred and the amount of the loss can be reasonably estimated On quarterly and annual basis the

Company reviews relevant information with respect to liabilities for litigation regulatory investigations and litigationrelated contingencies to

be reflected in the Company consolidated financial statements It is possible that an adverse outcome in certain of the Company litigation

and regulatory investigations or the use of different assumptions in the determination of amounts recorded could have material effect upon

thO Companys consolidated net income or cash flows in particular quarterly or annual periods

Separate Accounts

Separate accounts are established in conformity with insurancelaws and are generally not chargeable withliabilities that arise from any

other business of the Company Separate accountasets are subject to general account claims only to the extent the value of such assets

exceeds the separate account liabilities Assets within the Companys separate accounts primarily include mutual funds fixed maturity and

equity securities mortgage loans derivatives hedge funds other limited partnership interests short-term investments and cash and cash

equivalents The Company reports soparately as assets and liabilities investments held in separate accounts and liabilities of the separate

accounts if such separate accounts are legally recOgnized assets supporting the contract liabilities are legally insulated from the

Companys general account liabilities Hi investments are directed by the coOtractholder and iv all investmehtperformance net of contract

fees and assessments is passed through to the contractholder The Company reports separate account assets meeting such criteria at their

fair value which is based on the estimated fair values of the underlying assets comprising the portfolios of an individual separate account

Investment performance including investment 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

of operations Separate accounts credited with contractual investment return are combined on line by line basis with the Company

general account assets liabilities revenues and expenses and the accounting for these investments is consistent with the methodologies

described herein for similar financial instruments held within the general account Unit linked separate account investments which are

directed by contractholders but do not meet one or more of the other above criteria are included in trading and other securities

The Companys revenues reflect fees charged to the separate accounts including mortality charges risk charges policy administration

fees investment management fees and surrender charges
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Adoption of New Accounting Pronouncements

Financial instruments

Effective December31 01 the Company adopted new guidance regarding disclosures about the credit quality of financing receivables

and valuation allowances for credit losses including credit quality irdicators Such disclosures must be disaggregated by portfolio segment
or class based on how company develops its valuation allowances for credit losses and how it manages its credit exposure The Company
has provided all material required disclosures in its consolidated financial statements Certain additional disclosures will be required for

reporting periods beginning March 31 2011 and certain disclosures relating to troubled debt restructurings have been deferred indefinitely

Effective July 2010 the Company adopted new guidance regarding accountingfor embedded credit derivatives within structured

securities This guidance clarifies the type of embedded credit derivative that is exemptfrom embedded derivative bifurcation requirements

Specifically embedded credit derivatives resulting only from subordination of one financial instrument to another continue to qualify for the

scope exception Embedded credit derivative features other than subordination must be analyzed to determine whether they require

bifurcation and separate accounting

As result otthe adoption of this guidance the Company elected FVO for certain structured securities that were previously accounted for

as fixed maturity securities Upon adoptiorj the Company reclassified $50 million of seturities frOm fixed maturity securities to trading and

other secuities These securities had cumulative unrealized losses of $10 million net of income tax which was recognized as cumulative

effect adjustment to decrease retained earnings with corresponding increase to accumulated other comprehensive income loss as of

July 2010

Effective January 2010 the Company adopted new guidance related to financial instrument trqnsfers and consolidation ofVIEs The

finaçicial instrJmerit transfer guidance eliminates the c9ncopt of QSPE eliminates the guaranteed mortgage securitization exception

changes the criteria for achieving sale accounting when transferring afinapcial asset and changes the initial recognition of re.tined beneficial

interests The new consolidation guidance changes the definition of the primary beneficiary as well as the method of determining whether an

entity is primary beneficiary of VIE from quantitative model to qualitative model Under the new qualitative model the entity that has both

the ability to direct the most significant activities of the ilE and the obligation to absorb losses or receive benefits that could be significant to

the VIE is considered to be th primary beneficiary of the VIE Thq guidance requires quarterly reahsessment as well as enhanced

disclosures including the effects of companys involvement with VIEs on its financial statements

result of the adoption of this guidance the Company consolidated certain former OSPEs that were previously accounted for as fixed

maturity CMBS and equity security collateralized debt obligations The ompny plso elected FVO for all of the consolidated assets and

liabilities of these entities Upon consolidation the Company recorded $278 iIlion of securities classified as trading and other securities

$6769 million of commercial mortgage loans and $6822-million of long-term debt based on estimated fair values at January 201 0.anci de
recognized $179 million in fixed maturity securities and less than $1 million in equity securities The consolidation also resulted in de.rease

in retained earnings of $12 million net of income tax and an increase in accumulated other comprehensive income loss of $42 million net of

incOme tax at January 2010 For the year ended December 312010 the Company recorded $426 million of net investment income on the

consolidated assets $41 million of interest expense in other expenses on the related long-term debt and $6 million in net investment gains

losses to remeasure the assets and liabilities at their estimated fair values

In addition the Company also deconsolidated certain partnerships for which the Company does not have the power to direct activities and

for which the Company has concluded it is no longer the primary beneficiary These deconsolidations did not result in cumulative effect

adjustment to retained earnings and did not have material impact on the Companys consolidated financial statements
Also effective January 2010 the Company adopted new guidance that indefinitely defers the above changes relating tothe Companys

interests in entities that have all the attributes of an investment company or fo which it is induatry ptactice to apply measurement principles for

financial repordng that are consistent with those applied by an investment company As result of the deferral the above guidance did not

apply to certain real estate joint ventures and other limited partnership interests held by the Company
As more fully described in Summary of Significant Accounting Policiesland Critical Accounting Estimates effective April 2009 the

Cohipany adopted CIII guidance This guidance amends the previously used methodology for determining whether an 0111 exists for fixed

rrjaturity securities changes the presentation of 0111 forfixed maturity securities and requires additional disclosures for 0111 on fixed maturity

and equity securities in interim and annual financial statements

The Companys net cumulative effect adjustment of adopting the 0111 guidance was an increase of $7.6 million to retained earnings with

corresponding increase to accumulated other comprehensive loss to reclassify the noncredit loss portion of previously recognied 0111

losses on fixed maturity securities held at April 2009 This cumulative effect adjustment was comprised of an increase in the amortized cost

basis of fixed maturity securities of $126 million net of policyholder related amounts of $10 million and net of deferred income taxes of

$40 million resulting in the net cumulative effect adjustment of $76 million The increase in the amortized cost basis of fixed maturity

scurities of $126 million by sector was as follows $53 million ABS $43 million RMB $17 million U.S corporate securities and

$13 million CMBS
As result of the adoption of the OTTI guidance the Companys pre-tax earnings for the year ended December 31 2009 increased by

$857 million offset by an increase in other comprehensive loss representing CIII relating to noncredit losses recognized during the year
ended December 31 2009

Effective January 2009 the Company adopted guidance on disclosures about derivative instruments and hedging This guidance

requires enhanced -qualitative disclosures about objectives and strategies for using derivatives quantitative disclosures about fair value

amounts of and gains and losses on derivative instrumepts and disclosures about credit risk-related contingent features in derivative

agreements The Company has provided all of the material disclosures in its consolidated financial statements
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The following pronouncements relating to financial instruments had no material impact on the Companys consoliçlated financial

statements

Effective January 2009 the Company adopted prospectively an update on accounting for transfers of financial assets and

repurchase financing transactions This update provides guidance for evaluating whether to account for transfer of financial asset

and repurchase financing as single transaction or as two separate transactions

Effective Decerhber 31 2008 the Cornpany adopted guidance on the recognition of interest income and impairment on purchased

beneficial interests and beneficial interests that continue to be held by transferor in securitized financial assets This new guidance

more closely aligns the determination of whether an OTTI has occurred for beneficial interest in securitized financial asset with the

original guidance for fixed maturity securities classified as available-fonsale or held-to-maturity

Effective January 2008 the Company adopted guidance relating to application of the shortcut method of accounting for derivative

instruments and hedging activities. This guidance permits interest rate swaps to have non-zero fair value at inception when applying

the shortcut method of assessing hedge effectiveness as long as the difference between the transaction price zero and the fair value

exit price as defined by current accounting guidance on fair value measurements is solely attrbutable to bid-ask spread In

addition entities are not precluded from applying the shortcut method of assessing hedge effectiveness in 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 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 th marketplace

Effective January 2008 the Company adopted guidance that permits reporting entity to offset fair value amounts recognized for the

right to reclaim cash collateral receivable or the obligation to return cash collateral payable against fair value amounts recognized

for derivative instruments executed with the same counterparty under the same master netting arrangement that have been offset This

guidance also includes certain terminology modifications Upon adoption of this guidance the Company did not change its accounting

policy of not offsetting fair value amounts recognized for derivative instruments under master netting arrangements

Business Combinations and Noncontrol/ing Interests

Effective January 2009 the Company adopted revised guidance on business combinations and accounting for noncontrolling interests

in the consolidated financial statements Under this guidance

All business combinations whether full partial or step acquisitions result in all assets and liabilities of an acquired business being

recorded at fair value with limited exceptions

Acquisition costs are generally expensed as incurred restructuring costs associated with business combination are generally

expensed as incurred subsequent to the acquisition date

The fair value of the purchase price including the issuance ofequity securities is determined on the acquisition date

Assets acquired and liabilitiesassumed in business combination that arise from contingencies are recognized at fair value if the

acquisition-date fair value can be reasonably determined If the fair value is not-estimable anasset or liabilityis recorded if existence or

incurrence at the acquisition date is probable and its amount is reasonably estimeble

Changes in deferred income 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

Net income loss includes amounts attributable to noncontrolling interests

When control is attained on previously noncontrolling interests the previously held equity interests are remeasured at fair value and

gain or loss is recognized

Purchases or sales of equity interests that do not result in change in control are accounted for as equity transactions

When control is lost in partial disposition realized gains or losses are recorded on equity ownership sold and the remaining ownership

interest is remeasured and holding gains or losses are recognized

The adoption of this guidance on prospective basis did not have an impact on the Company consolidated financial statements

Financial statements and disclosures for periods prior to 2009 reflect the retrospective application of the accounting for noncontrolling

interests as required under this guidance

Effective January 2009 the Company adopted prospectively guidance on determination of the useful life of intangible assets This

guidance amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of

recognized intangible asset This change is intended to improve the consistency between the useful life of recognized intangible asset and

the period of expected future cash flows used to measure the fair value of the asset The Company determines useful lives and provides all of

the material disclosures prospectively on intangible assets acquired on or after January 2009 in accordance with this guidance

Fair Value

Effective January 2010 the Company adopted new guidance that requires new disclosures about significant transfers into and/or out

of Levels and of the fair value hierarchy and activity
in Level In addition this guidance provides clarification of existing disblosure

requirements about level of disaggregation and inputs and valuation techniques The adoption of this guidance did not have an impact on the

Company consolidated financial statements

Effective January 2008 the Company adopted fair value measurements guidance which defines fair value establishes consistent

framework for measuring fair value establishes fair value hierarchy based on the observability of inputs used to measure fair value and

requires enhanced disclosures about fair value measurements and applied this guidance prospectively to assets and liabilities measured at

fair value The adoption of this guidance changed the valuation of certain freestanding derivatives by moving frbnt mid to bid pricing

convention as it relates to certain volatility inputs as well as the addition of liquidity adjustm9nts and adjustments for risks inherent in

particular input or valuation technique The adoption of this guidance also changed the valuation of the Companys embedded derivatives
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most significantly the valuation of embedded derivatives associated with certain guarantees on variable annuity contracts The change in

valuation of embedded derivatives associated with guarantees on annuity contracts resulted from the incorporation of risk margins
associated with non-capital market inputs and the inclusion of the Companys nonperformance risk in their valuation At January

2008 the impact of adopting the guidance on assets and liabilities measured at estimated fair value was $30 million $19 million net of

income tax and was recognized as change in estimate in the accompanying consolidated statement of operations where it was presented

in the respective statement of operations caption to which the item measured at estimated fair value is presented There were no significant

changes in estimated fair value of items measured at fair value and reflected in accumulated other comprehensive income loss The addition

of risk margins and the Companys nonperformance risk adjustment in the valuation of embedded derivatives associated with annuity

contracts may result in significant volatility in the Companys consolidated net income in future periods The Company provided all of the

material disclosures in Note

In February 2007 the Financial Accounting Standards Board FASB issued guidance related to the R/O for financial assets and financial

liabilities This guidance permits entities the option to measure most financial instruments and certain other items at fair value at specified

election dates and to recognize related unrealized gains and losses in earnings The FVO is applied on an instrument-by-instrument basis

upon adoption of the standard upon the acquisition of an eligible financial asset financial liability or firm commitment or when certain

specified reconsideration events occur The fair value election is an irrevocable election Effective January 2008 the Company elected

FVO on fixed maturity and equity securities backing certain pension products sold in Brazil Such securities are presented as trading and other

securities in the consolidated balance sheets with subsequent changes in estimated fair value recognized in net investment income

Previously these securities were accounted for as available for sale securities and unrealized gains and losses on these securities were

recorded as separate component of accumulated other comprehensive income loss The Companys insurance
joint venture in Japan also

elected FVO for certain of its existing single premium deferred annuities and the assets supporting such liabilities FVO was elected to achieve

improved reporting of the asset/liability matching associated with these products Adoption of this guidance by the Company and its

Japanese joint venture resulted in an increase in retained earnings of$27 million net of income tax at January 2008 The election of FVO
resulted in the reclassification of $10 million net of incometax of net unrealized gains from accumulated other comprehensive income loss
to retained earnings on January 2008

The following pronouncements relating to fair.value had no material impact.on the Companys consolidated financial statements

Effective September 30 2008 the Company adopted guidance relating to the fair value measurements of financial assets when the

market for those assets is not active It provides guidance on how companys internal cash flow and-discount rate assumptions should

be considered in- the measurement of fair value when relevant market data does not exist how observable market information in an

inactive market affects fair value measurement and how the use of market quotes should be considered when assessing the relevance

of observable and unobservable data available to measure fair value

-Effective January 2009 the Company implemented fair value measurements guidance for certain nonfinancial assets and liabilities

that are recorded -at fair value on non-recurring basisThis guidance applies to such items as nonfinancial assets and nonfinancial

liabilities
initially measured at estimated fair value in business combination ii reporting units measured at estimated fair value in the

first step of goodwill impairment test and lU indefinite-lived intangible assets measured at estimated fair value for impairment

assessment

Effective January 2009 the Company adopted prospectively guidance on issuers accounting for liabilities measured at fair value

with- third-party credit enhancement This -guidance states that an issuer of liability with third-party credit enhancement should not

include the effect of the credit enhancement in the fairvalue measurement of the liability In -addition it requires disclosures about the

existence of any third-party credit enhancement related to liabilities that are measured at fair value

Effective Aprili 2009 the Company adopted guidance on estimating the fair value of an asset or liability if there was significant

decrease in the volume and level of trading activity for these assets or liabilities and identifying transactions that are not orderly The

Company has provided all of the material disclosures in its consolidated financial statements

Effective December 31 2009 the Company adopted guidance on measuring the fair value of investments in certain entities that

calculate NAV per share ii how investments within its scope would be classified in the fairvalue hierarchy and Ui enhanced disclosure

requirements for both interim and annual periods about the nature and risks of investments measured at fair value on recurring or

non-recurring basis

Effective December31 2009 the Company adopted guidance on measuring liabilities at fair value This guidance provides clarification

for measuring fair value in circumstances in which quoted price in an active market .for the identical liability is not available In such

circumstances company is required to measure fair value using either valuation technique that uses the quoted price of-the

identical -liability when traded- as an asset or quoted prices for similar liabilities or similar liabilities when traded as assets or

Ui another valuation technique that-is consistent withthe principles of fair value measurement such as an income approach e.g
present value technique or market approach e.g entry value technique

Defined Benefit and Other Postretiremen Plans

Effective December 31 2009 the Company adopted guidance to enhance the transparency surrounding the types of assets and

associated risks in an employers defined benefit pension or other postretirement benefit plans This guidance requires an employer to

disclose information about the valuation of plan assets similar to that required under other fair value disclosure guidance The Company
provided all of the material disclosures in its consolidated financial statements

Other Pronouncements

Effective April 2009 the Company adopted prospectively guidance which establishes general standards for accounting and

disclosures of events that occur subsequent to the balance sheet date but before financial statements are issued or available to be issued

The Company has provided all of the material disclosures in its consolidated financial statements
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The following pronouncements had no material impact on the Companys consolidated financial statements

Effective January 2009 the Company adopted guidance on determining whether an instrument or embedded feature is indexed to

an entitys own stock This guidance provides framework for evaluating the terms of particular instrument and whether such terms

qualify the instrument as being indexed to an entitys own stock

Effective January 2008 the Company adopted guidance on written loan commitments recorded at fair value through earnings It

provides guidance on incorporating expected net future cash flows when related to the associated servicing of loan when

measuring fair value and ii broadening the U.S Securities and Exchange Commission SEC staffs view that internally-developed

intangible assets should not be recorded as part of the fair value of derivative loan commitment or to written loan commitments that are

accounted for at fair value through earnings Internally-developed intangible assets are not considered component of the related

instruments

Effective January 2008 the Company prospectively adopted guidance on the sale of real estate when the agreement includes buy-

sell clause This guidance addresses whether the existence of buy-sell arrangement would preclude partial sales treatment when real

estate is sold to jointly owned entity and concludes that the existence of buy-sell clause does not necessarily preclude partial sale

treatment under current guidance

Future Adoption of New Accounting Pronouncements

In December 2010 the FASB issued new guidance addressing when business combination shouldbaassumOd to have o0curred for the

purpose of providing pro forma disclosure Accounting Standards Update ASU 2010-29 Business Combinations Topic 805 Disclosure

of Supplementani Pro Forma Information for Bubiness Combinations Udder the new guidance if an entity presents comparative financial

statements the entity should disclose revenue and earnings of the combined entity as though the business combination that occurred during

the current year had occurred as of the beginning of the comparable prior annual reporting period The guidance also expands the

supplemental pro forma disclosures to include additional narratives The guidance is effective for fiscal years beginning on or after

December 15 2010 The Company will apply the guidance prospectively.on its accounting for future acquisitions and does not expect

the adoption of this guidance to have material impact on the Companys consolidated financial statements

In December 2010 the FASB issued new guidance regarding goodwill impairment testing ASU 2010-28 Intangibles Goodwill and

Other Topic 35Q When to Pertorm Step of the Goodwill Impairment Test for Reporting Units with Zero or Negative Camjing Amounts This

guidance modifies Step of the goodwill impairment test for reporting units with zeroor negative carrying amounts For those reporting units

an entity would be required to perform Step of the test if qualitative factors indicate that it is more likely than not that goodwill impairment

exists The guidance is effective for the first quarter of 201 1. The Company does not expect the adoption of this new guidance to have

material impact on its consolidated financial statements

In October 2010 the FASB issued new guidance regarding accounting for deferred acquisition costs ASU 2010-26 Accounting for

Costs Associated with Acquiring or Renewing Insurance Contracts effective for the first quarter of 201 This guidance clarifiesthe costs that

should be deferred by insurance entities when issuing and renewing insurance contracts The guidance also specifibs that only costs related

directly to successfulacquisition of new Orrenewal contracts can be capitalized All other acquisition-related costs should be expehsed as

incurred The Company is currently evaluating the impact of this guidance on its consolidated financial statements

In April 2010 the FASB issued new guidance regarding accounting for investment funds determined to be VIEs ASU 201 0-15 How

Investments Held through Separate Accounts Affect an Insurers Consolidation Analysis of Those Investments Under this guidance an

insurance entity would not be required to consolidate voting-interest investment fund when it holds the majority of the voting interests of the

fund through its separate accounts In addition an insurance entity would not consider the interests held through separate accounts for the

benefit of policyholders in the insurers evaluation of its economics in VIE unless the separate account contractholder is related party The

guidance is effective for the first quarter of 2011 The Company doesnot expect the adoption of this new guidance to have material impact

on its consolidated financial statements

Acquisitions and Dispositions

2010 Acquisition of ALICO

Description of Transaction

On the Acquisition Date MetLife Inc acquired all of the issued and outstanding capital stock of American Life from ALICO Holdings

subsidiary of AIG and DelAm from AIG for total purchase price of $16.4 billion which consisted of cash of $7.2 billion includes settlement

of intercompany balances and certain other adjustments and ii securities of MetLife Inc valued at $9.2 billion

The $7.2 billion cash portion of the purchase price was funded through the issuance of common stock as described in Note 18 fixed and

floating rate senior debt as described in Note 11 as well as cash on hand The securities issued to ALICO Holdings included

78239712 shares of MetLife Inc.s common stock 6857000 sharesof Series Contingent Convertible Junior Participating

Non-Cumulative Perpetual Preferred Stock the Convertible Preferred Stock of MetLife Inc. and 40 million common equity units of

MetLife Inc the Equity Units with an aggregate stated amount at issuance of $3 billion initially consisting of three purchase contracts

the Series Purchase Contracts the Series Purchase Contracts and the Series Purchase Contracts and together the Purchase

Contracts obligating the holder to purchase on specified future settlement dates variable number of shares of MetLife Inc common

stock for fixed price and fi an interest in each three seies of debt secu ies the Se ies Debt Sec des Se es Debt

Securities and the Series Debt Securities and together the Debt Securities issued by MetLife Inc Distributions on the Equity Units

will be made quarterly through contract payments on the Purchase Contracts and interest payments on the Debt Securities initialltiat an

aggregate annual rate of 5.00% an average annual rate of 3.02% on the Purchase Contracts and an average annual rate of .98% on the Debt

Securities as described in Note 14

ALICO is an international life insurOnce company providing consumersand businesses with products and services for life insurance

accident and health insurance retirement and wealth management solutions in 54 countries The Acquisition will significantly broaden the
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Companys diversification by product distribution and geography meaningfully accelerate MetLifes global growth strategy and create the

opportunity to build an international franchise leveraging the key strengths of ALICO ALICOs largest international market is Japan As of

December 31 2010 the Japan operations total assets represented approximately 12% of the Companys total assets

Fair Value and Allocation of Purchase Price

The computationof total purchase consideration and the amounts recognized for each major class of assets acquired and liabilities

assumed based upon their respective fair values at the Acquisition Date and the resulting goodwill are presented below

November 2010

In millions

Cash 6800

MetUfe Inc.s common stock 78239712 shares1 3200

MetLifelnc.s Convertible Preferred Stock1 2805

MetLife Inc.s Equity Units $3.0 billion aggregate stated amount3 3189

Total cash paid and securities issued to ALICO Holdings $15994

Contractual purchase price adjustments4 396

Total purchase price $16 390

Effective settlement of pre-existing relationships 186
Contingent consideration6 88

Total purchase consideration for ALICO $16292

Fair value is based on the opening price of MetLife Inc.s common stock of $40.90 on the New York Stock Exchange NYSE on
November 2010

Convertible into 68570000 shares of MetLife Inc.s common stock upon favorable vote of MetLife Inc.s common stockholders before

the first anniversary of the Acquisition Date See Note 18

The Equity Units include the Debt Securities and the Purchase Contracts that will settle in MetLife Inc common stock on specified

future dates See Note 14

Relates to the cash settlement of intercompany balances prior to the Acquisition for amounts in excess of certain agreed-upon thresholds

and certain other adjustments

Effective settlement of debt securities issued by MetLife Inc that are owned by ALICO and reduces the total purchase consideration
Estimated fair value of potential payments related to the adequacy of reserves for guarantees on the fair value of fund of assets backing
certain United Kingdom U.K unit-linked contracts

The aggregate amount of MetLife Inc.s common stock to be issued to ALICO Holdings in connection with the transaction is expected to

be between 214 million to 231 million shares consisting of 78 million shares issued at closing 68 million shares to be issued upon
conversion of the Convertible Preferred Stock and between 67.8 million and 84.7 million sharep ofpommon stock in total issuable upon
settlementof the Purchase Contracts forming part of the Equity-Units See Note 14 The ownership of the shares issued td ALICO Holdings is

subject to an investor rights agreement which grants to ALICO Holdings certain rights and sets forth certain agreements with respect to

ALICO Holdings ownership of voting on and transfer of the shares including minimum holding periods and restrictions on the number of

shares ALICO Holdings can sell -at one time
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Recording of Assets Acquired and Liabilities Assumed

The following table summarizes the amounts recognized at fair value for each major class of assets acquired and liabilitieS assumed and

the resulting goodwill as of the Acquisition Date

November 2010

In millions

Assets acquired

Total investments $101 036

Cash and cash equivalents
4175

Accrued investment income 948

Premiums reinsurance and other receivables 971

VOBA 9210

Other assets
146

Separate account assets 244

Total assets
$118730

Liabilities assumed

Future policy benefits 3181

Policyholder account balances 66652

Other policy-related balances 7306

Current and deferred income tax liability
336

Other liabilities
2918

Separate account liabilities
244

Total liabilities
$109267

Redeemable noncontrolliflg interests in partially owned consolidated subsidiaries

assumed 109

Noncontrolling interests 21

Goodwill 6959

Net assets acquired
16292

Goodwill

Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the future economic

benefits arising from other assets acquired and liabilities assumed that could not be individually identified The goodwill recorded as part of

the Acqui8ition includes the expected syheries and other benefits that management believes will result from combining the operations of

ALICO with the operations of MetLife including further diversification in geographic mix and product offerings and an increase in distribution

strength

Of the $7.0 billion of goodwill approximately $4.0 billion is estimated to be deductible for tax purposes Of the $40billion approximately

$573 million is estimated to be deductible for U.S tax purposes prior to the completion of the anticipated restructuring of American Lifes

foreign branches See Branch Restructuring The goodwill resulting from the Acquisition was presented within the Companys Inter

national segment

Identified Intangibles

VOBA reflects the estimated fair value of in-force contracts acquired and represents the portion of the purchase price that is allocated to

the value of future profits embedded in acquired insurance annuity and investment-type contracts in-force at the Acquisition Date

The value of VODA and VOCRA included in other assets reflects the estimated fair value of ALICOs distribution agreements and

customer relationships acquired at November 2010 and will be amortized over the useful lives Each year the Company will review VODA

and VOCRA to determine the recoverability of these balances

The use of discount rates was necessary to establish the fair value of VOBA and the identifiable intangibles In selecting the appropriate

discount rates management considered its weighted average cost of capital as well as the weighted average cost of capital required by

market participants The fair value of acquired liabilities was determined using risk free rates adjusted for nonperformance risk premium The

nonperformance adjustment was determined by taking into consideration publicly available information relating to spreads in the secondary

market for the Holding Companys debt including related credit default swaps These observable spreads were then adjusted to reflect the

priority of these liabilities the claims paying ability of the insurance subsidiaries compared to the Holding Company and as necessary the

relative credit spreads of the liabilities currencies of denomination as compared to USD spreads
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The fair values of business acquired distribution agreements and customer relationships and the weighted average amortization periods

are as follows as of November 2010

Weighted Average
November 2010 Amortization Period

In millions In years

VOBA $9210 8.2

VODA and VOCRA 341 10.3

Total value of amortizable intangible assets acquired $9551 8.6

The estimated future amortization expense allocated to other expenses for the next five years for VOBA VODA and VOCRA is

$1 312 million in 2011 $1 076 million in 2012 $884 million in 2013 $759 million in 2014 and $653 million in 2015

For certain acquired blocks of business the estimated fair value of acquired liabilities exceeded the initial policy reserves assumed at

November 2010 resulting in negative VOBA of $4 billion recorded at the Acquisition Date Negative VOBA is recorded in other policy

related balances The fair value of the in-force contract obligations was based on actuarially determined projections for each block of

business Negative VOBA is amortized over the policy period in proportion to premiums or the approximate consumption of losses included in

the liability usually expressed in terms of insurance in-force or account value Such amortization is recorded as contra-expense in other

expenses

Trademark Assets

In connection with the Acquisition the Company recognized $47 million in trademark assets recorded in other assets The fair value of the

trademark assets will berecognized ratably over their expected useful lives which is generally between five to ten years

Indemnification Assets and Contingent Consideration

The stock purchase agreement dated as of March 2010 as amended by and among MetLife Inc AIG and ALICO Holdings the Stock

Purchase Agreement and related agreements include indemnification provisions that allocate the risk of losses arising out of contingencies

or other uncertainties that existed as of the Acquisition Date in accordance with the terms and subject to the limitations and procedures

provided by such provisions As applicable the Comany recognizes an indemnification asset at the same time that it recognizes the

indemnified item measured on the same basis as the indemnified item The Company recognized the following indemnification assets and

contingencies as of the Acquisition Date in accordance with the indemnification provisions of the Stock Purchase Agreement and related

agreements

Investments The Company established indemnification assets for the fair value of amounts expected to be recovered from

defaults of certain fixed maturity securities CMBS and mortgage loans These indemnification assets are included in other invested

assets at December 31 2010

Litigation The Company established indemnification assets associated with certain settlements expected to be made in

conneotionwith the suspension of withdrawals from certain unit-linked funds offered to certain policyholders These indemnification

assets are included in other assets at December 31 2010

Section 338 Elections MetLife Inc and American Life will be fully indemnified by ALICO Holdings for all taxes and any interest

and penalties resulting from anticipated elections to be made with respect to American Life and its subsidiaries under Sec
tion 338h1 and Section 338g of the Code This indemnification asset is included in premiums reinsurance and other receivables

at December 31 2010

The Company recognized an aggregate amount of $574 million for indemnification assets as of the Acquisition Date in accordance with

the indemnification provisions of the Stock Purchase Agreement and related agreements

Contingent Consideration American Life has guaranteed that the fair value of fund of assets backing certain U.K unit- linked contracts

will have value of at least per unit on July 2012 In accordance with the provisions of the Stock Purchase Agreement if the shortfall

between the aggregate guaranteed amount and the fair value of the fund exceeds 106 million AIG will pay the difference to American Life and

conversely if the shortfall at July 2012 is less than 106 million ALICO will pay the difference to AIG The Company believes that the fair

value of the fund will equal or exceed the guaranteed amount by July 2012 Therefore the Company reconized contingent consideration

liability in the amount of $88 million as of the Acquisition Date which was included as additional purchase considerationin determining the

amount paid for ALICO

Indemnification Collateral

ALICO Holdings may satisfy certain of its indemnification and other payment obligations by delivering cash shares of stock or Equity Units

issued by MetLife Inc in connection with the Acquisition The Equity Units were deposited into an indemnification collateral account on the

Acquisition Date as security for these obligations This collateral will be released periodically over 30-month period on each of the

12-month 24-month and 30-month anniversaries of the Acquisition Date as follows Equity Units with an aggregate stated amount of

$1 .0 billion or such amount of net cash proceeds from the sale of Equity Units or other eligible collateral equal to such stated amount less

on each such release date specified reserve amounts including but not limited to amounts necessary to satisfy then outstanding

indemnification claims made by MetLife Inc However if an AIG bankruptcy event occurs any then remaining indemnification collateral will

remain in the indemnification collateral account and will be released in part on each of the 30-month 36-month and 48-month anniversaries of

the Acquisition Date less on each such release date any such specified reserved amounts

Branch Restructuring

On March 2010 American Life entered into closing agreement the Closing Agreement with the Commissioner of the IRS with

respect to U.S withholding tax issue arising as result of payments made.by its foreign branches The Closing Agreement provides that

American Lifes foreign branches will not be required to withhold U.S income tax on the income portion of payments made pursuant to
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American Lifes life insurance and annuity contracts Covered Payments for any tax periods beginning on January 2005 and ending on

December31 2013 the Deferral Period The Closing Agreement requires that American Life submit plan to the IRS within 90 days after

the close of the Acquisition indicating the steps American Life will take on country by country basis to ensure that no substantial amount of

U.S withholding tax will arise from Covered Payments made by American Lifes foreign branches to foreign customers after the Deferral

Period Such plan which was submitted to the Internal Revenue Service IRS on January 29 2011 involves the transfer of businesses from

certain of the foreign branches of American Life to one or more existing or newly-formed subsidiaries of MetLife Inc or American Life

liability of $277 million was recognized in purchase accounting as of November 2010 for the anticiated and estimated costs

associated with restructuring American Lifes foreign branches into subsidiaries in connection with the Closing Agreement

Current and Deferred Income Tax

The future tax effects of temporary differences between financial reporting and tax bases of assets and liabilities are measured at the

balance sheet dates and are recorded as deferred income tax assets and liabilities with certain exceptions such as certain temporary

differences relating to goodwill under purchase accounting

For federal income tax purposes MetLife Inc and ALICO Holdings are expected to make Section 338 elections with respect to American

Life and certain of its subsidiaries In addition MetLife Inc and AIG are expected to make Section 338 election with respect to DelAm

Under such elections the tax basis of the assets deemed acquired and liabilities assumed of ALICO were adjusted as of the Acquisition

Date to reflect the consequences of the Section 338 elections

The reversal of temporary differences between financial reporting and U.S tax bases of assets and liabilities of American Lifes foreign

branches post-branch restructuring in connection with the Closing Agreement i.e generally after the end of the Deferral Period is not

expected to result in any direct U.S tax effect Thus as of November 2010 American Life reduced its net deferred tax assetof $425 million

by $671 million that reflects the amount of U.S deferred tax asset that is expected to reverse post-branch restructuring Therefore American

Life recognized U.S net deferred tax liability of approximately $246 million in purchase accounting

As of the Acquisition Date ALICOs current and deferred income tax liabilities are provisional and not yet finalized Current income taxes

may be adjusted pending the resolution of the tax value of MetLife Inc securities delivered to ALICO Holdings as part of the purchase

consideration on the Acquisition Date the amount of taxes resulting from the Section 338 elections and the filing of income tax returns

Deferred income taxes may be adjusted as result of changes in estimates and assumptions relating to the reversal of U.S temporary

differences prior to the completion of the anticipated restructuring of American Lifes foreign branches the filing of income tax returns and as

additional information becomes available during the measurement peridd We expect to finalize these amounts as soon as possible but no

later than one year from the Acquisition Date

Revenues and Earnings of AL/CO

The following table presents information for ALICO that is included in the Companys consolidated statement of operations from the

Acquisition Date through November 30 2010

ALICOs Operations
Included in MetLifes

Results for the

Year Ended December 31 2010

In millions

Total revenues $950

Income loss from continuing operations net of income tax

Supplemental Pro Forma In formation unaudited

The following table presents unaudited supplemental pro forma information as if the Acquisition had occurred on January 2010 for the

year ended December 31 2010 and on January 2009 for the year ended December 31 2009

Years Ended December31

2010 009

In millions except

per share data

Total revenues $64680 $54282

Income loss from continuing operations net of income tax attributable to common

shareholders 3888 $1353

Income loss from continuing operations net of income tax attributable to common

shareholders per common share

Basic 3.60 1.29

Diluted 3.57 1.29

The pro forma information was derived from thehistorical financial information of MetLife and ALICO reflecting the results of opeiations of

MetLife and ALICO for 2010 and 2009 The historical financial information has been adjusted to give effect to the pro forma events that are

directly attr butable to the cq. sition and factually supportable and expected to have continuing impact on the combined results

Discontinued operations and the related earnings per share have been excluded from the presentation as they are non-recurring in nature

The pro forma information is not intended to reflect the results of operations of the combined company that would have resulted had the

Acquisition been effective during the periods presented or the results that may be obtained by the combined company in the future The pro

forma information does not reflect future events that may occur after the Acquisition including but not limited to expense efficiencies or

revenue enhancements arising from the Acquisition and also does not give effect to certain one-time charges that MetLife expects to incur

such as restructuring and integration costs
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The pro forma information primarily reflects the following pro forma adjustments

reduction in net investment income to reflect the amortization or accretion associated with the new cost basis of the acquired fixed

maturities available-for-sale portfolio

elimination of amortization associated with the elimination of ALICOs historical DAC

amortizationof VOBA VODA and VOCRA associated with the establishment of VOBA VODA and VOCRA arising from the Acquisition

reduction in other expenses associated with the amortization of negative VOBA

reduction in revenues associated with the elimination of ALICOs historical unearned revenue liability

interest expense associated with the issuance of the Debt Securities to ALICO Holdings and the public issuance of senior notes in

connection with the financing of the Acquisition

certain adjustments to conform to MetLifes accounting policies and

reversal of investment and derivative gains losses associated with certain transactions that were completed prior to the Acquisition

Date conditions of closing

Costs Related to Acquisition

Transaction and Integration Related Expenses The Company incurred $100 million of transaction costs for the year ended Decem

ber 31 2010 Transaction costs represent costs directly related to effecting the Acquisition and primarily include banking and legal expenses

Such costs have been expensed as incurred and are included in other expenses These expenses have been reported within Banking

Corporate Other

Integration related expenses incurred for the year ended December 31 2010 and included in other expenses were $176 million

Integration costs represent incremental costs directly related to integrating ALICO including expenses for consulting rebranding and the

integration of information systems As the integration of ALICO is an enterprise wide initiative these expenses have been reported within

Banking Corporate Other

Restructuring Costs and Other Charges As part of the integration of ALICOs operations management has initiated restructuring plans

focused on increasing productivity and improving the efficiency of the Company operations For the year ended December 31 2010 the

Company recognized severance related restructuring charge of $4 million associated with the termination of certain employees in

connection with this initiative which were reflected within other expenses The Company did not make any cash payments related to these

severance costs as of December 31 2010

Estimated restructuring costs may change as management continues to execute its restructuring plans Management anticipates further

restructuring charges including severance contract termination costs and other associated costs through the year ended December 31

2011 However such restructuring plans are not sufficiently developed to enable the Company to make an estimate of such restructuring

charges at December 31 2010

2010 Pending Disposition

In October 2010 the Company and its joint venture partner MSAD Insurance Group Holdings Inc MSAD reached an agreement

under which the Company intends to sell its 50% interest in Mitsui Sumitomo MetLife Insurance Co Ltd MSI MetLife Japan domiciled

life insurance company to MSAD for approximately $275 million Y22.5 billion During the year ended December31 2010 the Company

recorded an investment loss of $136 million net of income tax to record its investment in MSI MetLife at its estimated recoverable amount It

is anticipated that the sale will close on or about April 2011 subject to customary closing conditions including obtaining required

regulatory approvals

2009 Disposition

In March 2009 the Company sold Cova Corporation Cova the parent company of Texas Life Insurance Company Texas Life to

third party for $130 million in cash consideration excluding $1 million of transaction costs The net assets sold were $101 million resulting in

gain on disposal of $28 million net of income tax The Company also reclassified $4 million net of income tax of the 2009 operations of

Texas Life into discontinued operations in the consolidated financial statements As result the Company recognized income from

discontinued operations of $32 million net of income tax during the year ended December 31 2009 See Note 23

2009 Disposition through Assumption Reinsurance

On October 30 2009 the Company completed the disposal through assumption reinsurance of substantially all of the insurance

business of MetLife Canada wholly-owned indirect subsidiary to third-party Pursuant to the assumption reinsurance agreement the

consideration paid by the Company was $259 million comprised of cash of $14 million and fixed maturity securities mortgage loans and

other assets totaling $245 million At the date of the assumption reinsurance agreement the carrying value of insurance liabilities transferred

was $267 million resulting in again of $5 million net of income tax The gain was recognized in net investment gains losses

2008 Acquisitions and Disposition

During 2008 the Company made five acquisitions for $783 million As result of these acquisitions MetLifes Insurance Products

segment increased its product offering of dental and vision benefit plans MetLife Bank National Association MetLife Bank within Banking

Corporate Other entered the mortgage origination and servicing business and the International segment increased its presence in Mexico

and Brazil The acquisitions were each accounted for using the purchase method of accounting and accordingly commenced being

included in the operating results of theCompany upon their respective closing dates Total consideration paid by the Company for these

acquisitions consisted of $763 million in cash and $20 million in transaction costs The net fair value of assets acquired and liabilities assumed

totaled $527 million resulting in goodwill of $256 million Goodwill increased by $122 million $73 million and $61 million in the International

segment Insurance Products segment and Banking Corporate Other respectively The goodwill is deductible for tax purposes VOCRA

VOBA and other intangibles increased by $137 million $7 million and $6 million respectively as result of these acquisitions Further

information on VOBA goodwill and VOCRA is provided in Notes and respectively
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In September 2008 the Company completed tax-free split-off of its majority-owned subsidiary Reinsurance Group of America

Incorporated RGA The Company and RGA entered into recapitalization and distribution agreement pursuant to which the Company

agreed to divest substantially all of its 52% interest in RGA to the Companys stockholders The split-off was effected through the following

recapitalization of RGA common stock into two classes of common stock RGA Class common stock and RGA Class common
stock Pursuant to the terms of the recapitalization each outstanding share of RGA common stock including the 32243539 shares of

RGA common stock beneficially owned by the Company and its subsidiaries was reclassified as one share of RGA Class common
stock Immediately thereafter the Company and its subsidiaries exchanged 29243539 shares of its RGA Class common stock

which represented all of the RGA Class common stock beneficially owned by the Company and its subsidiaries other than

3000000 shares of RGA Class common stock with RGA for 29243539 shares of AGA Class common stock

An exchange offer pursuant to which the Company offered to acquire MetLife common stock from its stockholders in exchange for all of

its 29243539 shares of RGA Class common stock The exchange ratio was determined based upon ratio of the value of the MetLife

and RGA shares during the three-day period prior to the closing of the exchange offer The 3000000 shares of the RGA Class

common stock were not subject to the tax-free exchange
As result of completion of the recapitalization and exchange offer the Company received from MetLife stockholders 25093689 shares

of the Holding Companys common stock with market value of $1318 million and in exchange delivered 29243539 shares of RGAs

Class common stock with net book value of $1 716 million The resulting loss on disposition inclusive of transaction costs of $60 million

was $458 million During the third quarter of 2009 the Company incurred $2 million net of income tax of additional costs related to this split

off The 3000000 shares of RGA Class common stock retained by the Company are marketable equity securities which do not constitute

significant continuing involvement in the operations of RGA accordingly they were classified within equity securities in the consolidated

financial statements of theCornpany at host basis of $157 million which is equivalent to the net book value of the shares The equity

securities have been recorded at fair value at each subsequent reporting date The Company agreed to dispose of the remaining shares of

RGA within the next five years In connection with the Companys agreement to dispose of the remaining shares the Company also

recognized in its provision for income tax on continuing operations deferred tax liability of $16 million which represents the difference

between the book and taxable basis of the remaining investment in RGA On February 15 2011 the Company sold to RGA such remaining

shares.The impact of the disposition of the Companys investment in RGAwas reflected in the Companys consolidated financial statements

as discontinued operations See Note 23

Investments

Fixed Maturity and Equity Securities Available-for-Sale

The following tables present the cost or amortized cost gross unrealized gain and loss estimated fair value of the Companys fixed

maturity and equity securities and the percentage that each sector represents by the respective total holdings for the periods shown The

unrealized loss amounts presented below include the noncredit loss component of OTTI loss

December 312010

Cost or
Gross Unrealized

Estimated

Amortized Temporary OTTI Fair of

Cost Gain Loss Loss Value Total

In millions

Fixed Maturity Securities

U.S corporate securities 89713 4486 $1631 92568 28.3%

Foreign corporate securities 65784 3333 939 68178 20.8

RMBS 44468 1652 917 470 44733 13.7

Foreign government securities ...... 42154 1856 610 43400 t3.2

U.S Treasury agency and government guaranteed

securities1 ............ 32469 1394 559 33304 10.2

CMBS 20213 740 266 12 20675 6.3

ABS 14725 274 590 119 14290 4.4

State and political subdivision securities 10476 171 518 10129 3.1

Other fixed maturity securities

Total fixed maturity securities2 $320 008 $1 907 $6 030 $601 $327 284 1000%

Equity Securities

Common stock ............... 2060 146 12 2194 60.8%

Non-redeemable preferred stock2 1565 76 229 1412 39.2

Total equity securities 3625 222 241 3606 100.0%
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December31 2009

Gross Unrealized

Temporary OTTI

Gain Loss Loss

In millions

Equity Securities

Common stock 1537

Non-rŁdeemOble preferred stobk2 1650
______ ______ ________

Total equity securities4 3187
_____ _____ ________

The Company has blabsified within the U.S Treasury agency and government guaranteed securities caption certain corporate fixed

maturity securitibs issued by U.S financial institutions that were guaranteed by the Federal Deposit Insurance Corporation FDIC
pursuant to the FDICs Temporary Liquidity Guarantee Program FDIC Program of $223 million and $407 million at estimated fair value

with unrealized gains of $4 million and $2 million at December 31 2010 and 2009 respectively

Upon acquisition the Company classifies perpetual securities that have attributes of both debt and equity as fixed maturity securities if

the security has an interest rate step-up feature which when combined with other qualitative factors indicates that the security has more

debt-like characteristics The Company classifies perpetual securities with an interest rate step-up feature which when combined with

other qualitative factors indIcates that the security has more equity like characteristics as equity securities within non redeemable

preferred stock Many of such securities have been issued by non-U.S financial institutions that are accorded Tier and Upper Tier

capital treatment by theirrespective regulatory bodies and are commonly referred to as perpetualhybrid securities The following table

presents the perpetual hybrid securities held bi the Company at
December 31

2010 2009

Estimated Estimated

Fair Fair

_________________________ ________________________________
Value Value

In millions

Equity securities Non-redeemable preferred stock Non-U.S financial institutions

Equity securities Non-redeemable preferred stock U.S financial institutions

Fixed maturity securities Foreign corporate securities

Fixed maturity securities U.S corporate securities

The Companys holdings in redeemable preferred stock with stated maturity dates commonly referred to as capital securities were

primarily issued by U.S financial institutions and have cumulative interest deferral features The Company held $2.7 billion and

$2.5 billion at estimated fair value of such securities at December 31 2010 and 2009 respectively which are included in the U.S and

foreign corporate securities sectors within fixed maturity securities

Equity securities primarily consist of investments in common and preferred stocks including Certain perpetual hybrid securities and

mutual fund interests Privately-held equity securities were $1 .3 billion and $1 .0 billion at estimated fair value at December 31 2010 and

2009 respectively

The Company held foreign currency derivatives with notional amounts of $12.2 billion and $9.1 billion to hedge the exchange rate risk

associated with foreign denominated fixed maturity securities at December 31 2010 and 2009 respectively

The below investment grade and non-income producing amounts presented below are based on rating agency designations and

equivalent designations of the National Association of Insurance Commissioners NAIC with the exception of certain structured securities

described below held by the Companys insurance subsidiaries that file NAIC statutory financial statements Non-agency RMBS including

RMBS backed by sub-prime mortgage loans reported within ABS CMBS and all other ABS held by the Companys insurance subsidiaries that

file NAIC statutory financial statements are presented based on final ratings from the revised NAIC rating methodologies which became
effective December 31 2009 for non-agency RMBS including RMBS backed by sub-prime mortgage loans reported within ABS and

Cost or

Amortized

Cost

Estimated

Fair

Value

72075 $2821 $2699

Fixed Maturity Securities

U.S corporate securities

Forei.n corporatesecurities

RMBS

Foreign government securities

U.S Treasury agency and government guaranteed

securities1

CMBS

ABS

State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities2

37254 2011

45343 1234

11010 1076

1226

1957

139

10 72187

38030

600 44020

11947

of

Total

31.7%

16.7

19.3

5.2

11.2

6.9

5.8

3.2

25712 745 1010 25447

16555 191 1106 18 15622

14272 189 1077 222 13162

7468 151 411 7208

20 19

$229709 $8419 $9627 $859 $227642 100.0%

$92
80 267

172 275

1621 52.6%

1463 47.4

3084 100.0%

Consolidated Balance Sheets

Classification

Sector Table Primary Issuers

$1046 988

236 349

Non-U.S financial institutions $2038

U.S financial institutions 83

$2626

91
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December31 2010 for CMBS and the remaining ABS which may not correspond to rating agency designations All NAIC designation e.g

NAIC amounts and percentages presented herein are based on the revised NAIC methodologies All rating agency designation e.g

Aaa/AAA amountS and percentages presented herein are based on rating agency designations without adjustment for the revised NAIC

methodologies described above Rating agency designations are based on availability
of applicable ratings from rating agencies on the NAIC

acceptable rating organization list including Moodys Investors Service Moodys SP and Fitch Ratings Fitch

The following table presents selected information about certain fixed maturity securities held by the Company-at

December 31

2010 2009

In millions

Below investment grade or non-rated fixed maturity securities

Estimated fair value $24886

Net unrealized gain loss 696

Non-income producing fixed maturity securities

Estimated fair value 130 32

Net unrealized gain loss 23 31
Concentrations of Credit Risk Fixed Maturity Securities Summary The following section contains summary of the concentrations

of credit risk related to fixed maturity securities holdings

The Company was not exposed to any concentrations of credit risk of any single issuer greater than 10% of the Companys equity other

than the government securities summarized in the table below The estimated fair value of the Companys holdings in sovereign fixed maturity

securities-of Portugal Ireland Italy
Greece and Spain commonly referred to as Europes perimeter region was $1562 million and

$6 million prior to and-waS $1392 million and $6 million after considering net purchased credit default swap protection at December31

2010 and 2009 respectively Collectively the net exposure in these Europe perimeter region sovereignfixed maturity securitieswas 2.8% of

the Company equity and 03% of total cash and invested assets at December31 2010

December 31

2010 2009

Estimated Fair Value

In millions

Government and agency fixed maturity securities

United States1 $33304 $25447

Japan
-$15591

Mexico 5050 4813

Includes certain corporate fixed maturity securities guaranteed by the FDIC Program as described above

Concentrations of Credit Risk FixedMatunty Secunties and Foreign Corporate Secunties The Company maintains diversified

portfolio of corporate fixed maturity securities across industries and issuers This portfolio does not have an exposure to any single issuer in

excess of of total investments The tables below present for all corporate fixed maturity securities holdings corporate securities by sector

U.S corporate securities by major industry types the largest exposure to single issuer and the combined holdings in the ten issuers to

which it had the largest exposure at

December31

2010 2009

Estimated Estimated

Fair of Fair of

Value Total Value Total

In millions

Corporate fixed maturity securities by sector

Foreign corporate fixed maturity securities1

U.S corporate fixed maturity securities by industry

Industrial

Consumer

Finance

Utility

Communications

Other

Total

68178.- 42.4% 38030 34.5%

22314 139 17246 156

21737 13.5 16924 15.4

0917 13.0 13756 -12.5

17027 10.6 14785 13.4

7375 4.6 6580 6.0

3198 2.0 2896 2.6

$160746 100 0% $110217 100 0%

Includes U.S dollar-denominated debt obligations of foreign obligors and other foreign fixed maturity securities
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December 31

Concentrations within corporate fixed maturity securities

Largest exposure to single issuer 2291 0.5% $1 038 0.3%

Holdings in ten issuers with the largest exposures $14247 3.1% $7506 2.3%

Concentrations of Credit Risk Fixed Maturity Securities RMBS The table below presents the Companys RMBS holdings and

portion rated Aaa/AM and portion rated NAIC at

December 31

2010 2009

Estimated Estimated

Fair of Fair of

Value Total Vajue Total

In millions

2010 2009

Estimated Estimated

Fair of Fair of

Value Total Value Total

In millions

Vintage Year

2004 Prior 93 2.2% 109 2.8%

2005 1483 35.1 1395 35.7

2006 1013 24.0 811 20.7

2007 922 21.8 814 20.8

2008 0.2

20091 671 15.9 782 20.0

20101 32 0.8

Total $4221 100.0% $3911 100.0%

2010 2009

Estimated Estimated

Fair of Total Fair

Value Investments Value

In millions

of Total

Investments

By security type

Pass-through securities $22430

Collateralized mortgage obligations 22303

Total RMBS $44733

50.1% $19540

499 24480

100.0% $44020

444%

55.6

100.0%

75.7%

By risk profile

Agency $34254 76.6% $33334

Prime 6258 14.0 6775 1.4

Alternative residential mortgage loans 221 94 911 89

Total RMBS $44 733 1000% $44 020 1000%

Portion rated Aaa/AM $36 085 807% $35 626 809%

Portion rated NAIC $38984 87.1% $38464 87.4%

Pass through mortgage backed securities are type of asset backed security that is secured by mortgage or collection of mortgages

The monthly mortgage payments from homeowners pass from the originating bank through an intermediary such as government agency or

investment bank which collects the payments and for fee remits or passes these payments through to the holders of the pass-through

securities Collateralized mortgage obligations are type of mortgage-backed security structured by dividing the cash flows of mortgages

into separate pools or tranches of risk that create multiple classes of bonds with varying maturities and priority of payments

Prime residential mortgage lending includes the origination of residential mortgage loans to the most creditworthy borrowers with high

quality credit profiles Alternative residential mortgage loans Alt are classification of mortgage loans where the risk profile of the

borrower falls between prime and sub-prime Sub-prime mortgage lending is the origination of residential mortgage loans to borrowers with

weak credit profiles Included within Alt-A RMBS are resecuritization of real estate mortgage investment conduit Re-REMIC securities Re

REMIC Alt RMBS involve the pooling of previous issues of Alt RMBS and restructuring the combined pools to create new senior and

subordinated securities The credit enhancement on the senior tranches is improved through the resecuritization The Company holdings

are in senior trarches with significant credit enhancement

The following tables present the Companys investment in Alt-A RMBS by vintage year vintage year refers to the year of origination and not

to the year of purchase and certain other selected data

December 31
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December 31 2010

15.9%

395%

90.7%

26.3%

31.3%

89.3%

2003 Prior

2004

2005

2006

2007

2008

2009

7411 7640 282

3489 3620 277

3113 3292 322

1463 1545 159

840 791 344

28 24 8023 8244

91 68 4254 4345

73 66 4057 4217

166 156 2341 2427

122 133 1521 1425

All of the Companys Alt-A RMBS holdings in the 2009 and 2010 vintage years are Re-REMIC Alt-A RMBS that were purchased in 2009

and 2010 and are comprised of original issue vintage year 2005 through 2007 Alt-A RMBS All of the Companys Re-REMIC Alt-A RMBS
holdings are NAIC rated

December 31

2010 2009

%of %of
Amount Total Amount Total

In millions

Net unrealized gain loss $670 $1 248
Rated Aa/M or better

Rated NAIC

Distribution of holdings at estimated fair value by collateral type

Fixed rate mortgage loans collateral

Hybrid adjustable rate mortgage loans collateral 9.3 10.7

Total Alt-A RMBS 100% 100%

Concentrations of Credit Risk Fixed Maturity Securities CMBS The Companys holdings in CMBS were $20.7 billion and $15.6 bil

lion at estimated fair value at December 31 2010 and 2009 respectively The Company had no exposure to CMBS index securities at

December 31 2010 or 2009 The Company held commercial real estate collateralized debt obligations securities of $138 million and

$111 million at estimated fair value at December 31 2010 and 2009 respectively

The following tables present the Companys holdings of CMBS by rating agency designation and by vintage year at

Below

Investment
Aaa As Baa Grade Total

Estimated Estimated Estimated Estimated Estimated Estimated
Amortized Fair Amortized Fair Amortized Fair Amortized Fair Amortized Fair Amortized Fair

Cost Value Cost Value Cost Value Cost Value Cost Value Cost Value

In millions

282 $228 $227 74 71

273 216 209 181 175

324 286 280 263 255

160 168 168 385 398

298 96 95 119 108

2010 12 12

Total $16329 $16901 $1384 $1337 $998 $983 $1022 $1007 $480 $447 $20213 $20675

Ratings Distribution 81.7% ft4% 4.8% 4.9% 2.2% 100.0%

The December31 2010 table reflects rating agency designations assigned by nationally recognized rating agencies including Moodys
SP Fitch and Realpoint LLC

December 31 2009

Below

Investment
Aaa Aa Baa Grade Total

Estimated Estimated Estimated Estimated Estimated Estimated
Amortized Fair Amortized Fair Amortized Fair Amortized Fair Amortized Fair Amortized Fair

Cost Value Cost Value Cost Value Cost Value Cost Value Cost Value

In millions

2003 Prior 6836 6918 $394 $365 162 $140 52 41 36 18 7480 7482

2004 2240 2.255 200 166 114 71 133 87 88 58 2775 2637

2005 2956 2853 144 108 85 65 39 24 57 51 3281 3101

2006 1087 1009 162 139 380 323 187 129 123 48 1939 1648

2007 432 314 13 12 361 257 234 153 35 13 1075 749

2008

2009

Total $13556 $13354 $913 $790 $1102 $856 $645 $434 $339 $188 $16555 $15622

Ratings Distribution 85.4% 5.1% 5.5% 2.8% 1.2% 100.0%
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The December31 2009 table reflects rating agency designations assigned by nationally recognized rating agencies including Moodys
SP and Fitch

The NAIC rating distribution of the Compaqys holdings of CMBS was as follows at

December 31

2010 2009

NAIC 93.7% 96.0%

NAIC2 3.2% 2.8%

NAIC3 1.8% 1.0%

NAIC4 1.0% 01%

NAIC5 0.3% 01%

NAIC6

Concentratioqs of .0 redit Risk Fixed Maturity Securities ABS The Companys holdings in ABS were $14.3 billion and $13.2 billion at

estimated fair value at December31 2010 and 2009 respectively The Companys ABS are diversified both by collateral type and by issuer

The following tqble presents the collateral type and certain other information about ABS held by the Company at

December 31

2010 2009

Estimated Estimated

Fair of Fair of

Value Total Value Total

In millions

By collateral type

Credit card loans 6027 42.2% 7057 53.6%

Student loans 2416 16.9 1855 14.1

RMBS backed by sub-prime mortgage loans 1119 7.8 1044 7.9

Automobile loans 605 4.2 963 7.3

Other loans 4123 28.9 2243 17.1

Total $14290 100.0% $13162 100.0%

Portion rated AaaJAAA $10411 72.9% 9354 71.1%

Portion rated NAIC $13136 91.9% $11573 87.9%

The Company had ABS supported by sub-prime mortgage loans with estimated fair values of $1119 million and $1044 million and

unrealized losses of $317 million and $593 million pt December 31 2010 and 2009 respectively Approximately 54% of this portfolio was
rated Aa or better of which 88% was in vintage year 2005 and prior at December31 2010 Approximately 61% of this portfolio wasrated Aa or

better of which 91% was in vintage year 2005 and prior at December31 2009 These older vintages from 2005 and prior benefit from better

underwriting improved enhancement levels and higher residential property price appreciation Approximately 66% and 73% of this portfolio

was rated NAIC or better at December 31 2010 and 2009 respectively

Concentrations of Credit Risk Equity Securities The Company was not exposed to any concentrations of credit risk in its equity

securities holdings of any single issuer greater than 10% of the Companys equity cr1 of total investments at December31 2010 and 2009
Maturities of Fixed Maturity Securities The amortized cost and estimated fair value of fixed maturity securities by contractual maturity

date excluding scheduled sinking funds were as follows at

December 31

2010 2009

Estimated Estimated

Amortized Fair Amortized Fair

Coat Value Cost Value

In millions

Due in one year or less 8593 8715 6845 6924

Due after one year through five years 65378 67040 38408 39399

Due after five years through ten years 77054 80163 40448 41568

Due after ten years 89577 91668 67838 66947

Subtotal 240602 247586 153539 154838

RMBS CMBS and ABS 79406 79698 76170 72804

Total fixed maturity securities $320008 $327284 $229709 $227642

Actual maturities may differ from contractual maturities due to the exercise of call or prepayment options Fixed maturity securities not due

at single maturity date have been included in the above table in the year of final contractual maturity RMBS CMBS and ABS are shown

separately in the table as they are not due at single maturity
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As discussed further in Note an indemnificatipn asset has beenestablished in connection with certain investments acquired from

American Life

Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment

As describ8d more fully in Note the Company performs regular evaluation on security-by-security basis of its available-for-sale

securities heldings including fixed maturity securities equity securities and perpetual hybrid securities in accordance with its impairment

policy in order to evaluate whether such investments are other-than-temporarily impaired As described more fully in Note effective April

2009 the Company adopted OTTI guidance that amends the methodology for determining for fixed maturity securities whether an OTTI

exists ahd for dertain fixed maturity securities changes how the amount of the OTTI loss that is charged to earnings is determined There was

no chahe in the 0111 methodology for equity securities

Net Unrealized Investment Gains Losses
The cornponenfs of net unrealized investment gains losses included in accumulated other comprehensive income loss were as

follows

Years Ended December 31

2010 2009 2008

In millions

Fixed maturity securities $7817

Fixed maturity securities with roncredit 0111 losses in accumulated other

comprehensiveincornelos ______ ______ _______

Total fixed maturity secrities 7216

Equity securities

Derivatives 59

Other 42 _____ ______

Subtotal 7196
______ _______

Amounts allocated from

Insurance liability loss recognition

DAC and VOBA related to noncredit 0111 losses recognized in accumulated other

comprehensive income loss

DAC and VOBA

Policyholderdividertd obligation ______ ______ _______

Subtotal 2715 98 3067

Deferred incórnne tax benefit expense related to noncredit OTTIIosses recdgnized in

accumulated other oomprehensiveincome loss 197 275

Deferred income tax benefit expense 692 539 508

Net unrealized investment gains losses 986 331 12 554

Net unrealized investment gains losses attributable tononcontrolling interests 10

Net unrealized investment gains losses attributable to MetLife Inc 990 $1 330 $1 564

Fixed maturity securities with noncredit 0111 losses in accumulated other corriprehensive incomeoss as presented above of

$601 million at December 3i20iO includes $859 million recognized prior to January 2010 $212 million $202 million net of

DAC of noncredit 0111 loCses recnized in tje year ended December31 2010 $16 million transferred to retained earnings in connection

with the adolptiohof guidance relatecLto the consolidation of VIEs see Note for the year ended December31 2010 $137 million related to

securities sold during the year ended December31 2010 for which noncredit 0111 loss was previously recognized in accumulated other

comprehensive income loss and $317 million of subsequent increases in estimated fair value during the year ended December31 2010 on

such securities for which noncredit CIII loss was previously recognized in accumulated other comprehensive income loss

Fixed maturity securities with noncredit CIII losses in accumulated other comprehensive income loss as presented above of

$859 millioh at December 31 2009 includes $1 26 million related to the transition adjustment recorded in 2009 upon the adoption of

guidance on the recognItion and presentation of 0111 $939 million $857 million net of DACof nbncredit 0111 losses recognized in the

year ended December31 2009 as more fully
described in Note $20 million related to securities sold during the year endedDecember 31

2009 for which noncredit 0111 loss was previously recognized in accumulated comprehensive income loss and $186 million of

subsequent increases in estimated fair value during the year ended December 31 2009 on such securities for which noncredit CIII

loss was..previOusly recognized in accumulated other comprehensive income loss
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The changes in net unrealized inestrherit gains.losses were as fofows

Balance beginning of period

Cumulative effect of change in accounting principles net of income tax

Fixed maturity securities on which noncredit OTTI losses have been recognized

Unrealized investment gains losses during the year

Unrealized investment losses of subsidiaries at the date of disposal

Unrelied investment gains lbsses relatingto

lnsurancn liability gain loss recognition

DAC and VOBA related to noncredit 0711 losses recognized in accumulated other

comprehensive income loss

DAC and VOBA

DAC and VOBA of subsidiary at date of disposal

RolFcyholder dividend obligation

Deferred income tax benefit expense related to noncredit OTTI losses recognized

in accumulated other comprehensive income loss

Deferred income tax benefit expense

Deferred income tax benefit expense of subsidiaries at date of disposal
_______

Net unrealized investment gains losses

Net unreaBzed investmer4 gains losses attributable to noncontrolling interests

Net unrealized investment gains losses attributable to noncontrolling interests of

subsidiary at date of disposal _______

Years Ended December 31

2008

971

10

25636
149

650

330
18

2010 2009

In millions

$1 330 $1

52 76
242 733

9117 20746

554 160

33 .61

350 2880

876

73

2208

987

$2990 ______

$4317

789

235

5969

1341
11

1330

11223

6991

60

12704

150

$12564

$1 3665

Balance end of period ______

Change in net unrealized investment gains losses

Change in net unrealized investment gains losses attributable to noncontrolling

interests

Change in net unrealized investment gains losses attributable to noncontrolling

interests of subsidiary at date of disposal

Change in net unrealized investment gains losses attributable to MetLife Inc 4320

11 10

11234

150

$1 3525
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F-41



MetLife Inc

Notes to the Consolidated Financial Statements Continued

December 31 2009

8386 $1167 31695 $1631464

41.7

212

593

530

29

42

246

4007
6700

189

118

1363

3029
988

5-22

1175

17

29

249

667

272

$2533 $24780 $4098

26537

14288

27017

1319
5150
5742

6049

$129998

90

1015

1105

Continuous Gross Unrealized Loss and OTT Loss for Fixed Maturity and Equity Securities Available-for-Sale by Sector

The following tables present the estimated fair value and gross unrealized loss of the Company fixed maturity and equity securities in an

unrealized loss position aggregated by sector and by length of time that the securities have been in continuous unrealized loss position

The unrealized loss amounts presented below include the noncredit component of 0Th loss Fixed maturity securities on which noncredit

OTTI loss has been recognized in accumulated other comprehensive income loss are categorized by length of time as being less than

12 months or equal to or greater than 12 months in continuous unrealized loss position based on the point in time that the estimated fair

value initially declined to below the amortized cost basis and not the period of time since the unrealized loss was deemed noncredit OTTI

loss

December 812010

Equal to or Greater
Less than 12 Months than 12 Months Total

Estimated Gross Estimated Gross Estimaled Gross
Fair Unrealized Fair Unrealized Fair Unrealized

Value Loss Value Loss Value Loss

In mllllons except number of -securities

Fixed Maturity Securities

U.S corporate securities 23309

Foreign rtorporate securities 22530
RMBS 7588

Foreign government securities 26828

U.S Treasury agency and government guarantee-d

securities 13401
CMBS 3787

ABS 2713

State and political subdivision securities 5061

Other fixed maturity securities

Total fixed maturity securities $105218

Equity Securities

Common stock

Non-red6emable preferred stock

Total equity securities

Total number of securities in an unrealized loss position

Total

Estimated Gross Estimated Gross Estimated Gross

Fair Unrealized Fair Unrealized Fair Unrealized

Value Loss Value Loss Value Loss

In millions except number of securities

Fixed Maturity Securities

U.S corporate securities 395 $18004 $2314 $26645 2709

Foreign corporate securities 139 7282 1096 11068 1235

RMBS 119 10268 2438 15891 2557

Foreign government securities 55 507 84 2825 139

U.S Treasury agency and government guaranteed securities 990 51 20 15102 1010
CMBS 29 5435 1095 7487 1124
ABS 143 5875 1156 7134 1299
State and political subdivision securities 94 843 317 3929 41

Other fixed maturity securities

Total fixed maturity securities $1966 $49265 $8520 $90087 $10486

Equity Securities

Common stock 14 70

Non-redeemable preferred stock 41 930 226 996 267

Total equity securities 48 944 227 1066 275

Total number of securities in an unrealized loss position..... 3333

939

1387

610

559

278

709

518

$6631

12

229

241

89 12

191

280 $21
5793

824

825

1738

220

220

LeŁsthan 12 Months
Equal to or Greater

than12 Months

8641

3786

5623

2318

15051

2052

1259

2086

$40822

56

66

122

2210

F-42
MetLife inc



MetLife Inc

Notes to the Consolidated Financial Statements Continued

December31_2010
Gross Unrealized Number of

Cost or Amortized 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 securities

December31 2009

Gross Unrealized Number of

Cost or Amortized 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 securities

Aging of Gross Unrealized Loss and OTT Loss for Fixed Maturity and Equity Securities Available-for-Sale

The following tables present the cost or amortized cost gross unrealized loss including the portion of 0Th loss on fixed maturity

securities recognized in accumulated other comprehensive income loss gross unrealized loss as percentage of cost or amortized cost

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

Fixed Maturity Securities

Less than six months
$105968

Six months or greater but less than nine months 1125

Nine months or greater but less than twelve months 375

Twelve months or greater
21721

$129189

247

29

518

800

$2379

29

28

1876

$4 312

3%

5472
104

51

1267

125

29

316

369

102

27

1821

$2319

31%

$1408

376

89

5567

$7440

94

65

47

340

546

10 22

16

16

56 116

71 170

9% 31%

131 33

40 15

Total

Percentage of amortized cost

Equity Securities

Less than six months

Six months or greater but less than nine months

Nine months or greater but less than twelve months

Twelve months or greater

Total

Percentage of cost

Fixed Maturity Securities

Less than six months

Six months or greater but less than nine months

Nine months or greater but less than twelve months

Twelve months or greater

Total

Percentage of amortized cost

Equity Securities

Less than six months

Six month or greater but less than nine months

Nine months or greater but lesS than twelve months

Twelve months or greater

Total

$35163

4908
1723

41721

$83515

933 713

508 194

167 517

3207 4247

$4815 $5671

6% 33%

2658

674

1659

12067

$17058

63

94

488

646

1725
24

106

2369

199

15

50

66

13

610

695

186

49

79

724

24

$7

73

83

12%

14

39

138

192

30%
Percentage of cost ______

Equity securities with gross unrealized loss of 20% or more for twelve months or greater decreased from $138 million at December 31

2009 to $1 16 million at December 31 2010 As shown in the section Evaluating Temporarily Impaired AvailabIe-forSale Securities

below the $116 million of equity securities with gross unrealized loss of 20% or more for twelve months or greater at December31 2010

were non-redeemable preferred stock of which $1 15 million or 99% were financial services industry investment grade non-redeemable

preferred stock of which 77% were rated or better
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Concentration of Gross Unrealized Loss and 0171 Loss for Fixed Maturity and Equiiy Securities Available-for-Sale

The Companys gross unrealized losses related to its fixed maturity and equity securities including the portion of OTTI loss on fixed

maturity securities recognized in accumulated other comprehensive income loss of $6.9 billion and $10.8 billion at December 31 2010 and

2009 respectively were concentrated calculated as percentage of gross unrealized loss and OTTI loss by sector and industry as follows

December 31

2010 2009

Sector

U.S corporate securities 24% 25%

RMBS 20 24

Foreign corporate securities 14 11

ABS 10 12

Foreign government securities

U.S Treasury agency and government guaranteed securities

State and political subdivision securities

CMBS 10

Other

Total 100%

Industry

Mortgage-backed 24% 34%

Finance 21 22

Asset-backed 10 12

Foreign government securities

U.S Treasury agency and government guaranteed securities

State and political subdivision securities

Utility

Consumer

Communications

Industrial .1

Other

Total 100% 100%

Evaluating Temporarily Impaired Available-for-Sale Securities

The following table presents the Companys fixed maturity and equity securities each with gross unrealized loss of greater than

$10 million the number of securities total gross unrealized loss and percentage of total gross unrealized loss at

December31

2010 2009

Fixed Maturity Equity Fixed Maturity Equity
Securities Securities Securities Securities

in miliions except number of securities

Number of securities 107 223

Total gross unrealized loss $2014 $103 $4465 $132

Percentage of total gross unrealized loss 30% 43% 43% 48%

Fixed maturity and equity securities each with gross unrealized loss greater than $10 million decreased $2.5 billion during the year

ended December31 2010 The cause of the decline in or improvement in gross unrealized losses for the year ended December31 2010

was primarily attributable to decrease in interest rates and narrowing of credit spreads These securities were included in the Companys

0Th review process Based upon the Companys current evaluation of these securities and other availaible-for-sale securities in an unrealized

loss position in accordance with its impairment policy and the Companys current intentions and assessments as applicable to the type of

security about holding selling and any requirements to sell these securities the Company has concluded that these securities are not

other-than-temporarily impaired

In the Companys impairment review process the duration and severity of an unrealized loss position for equity securities is given greater

weight and consideration than for fixed maturity securities An extended and severe unrealized loss position on fixed maturity security may
not have any impact on the ability of the issuer to service all scheduled interest and principal payments and the Companys evaluation of

recoverability of all contractual cash flows or the ability to recover an amount at least equal to its amortized cost based on the present value of

the expected future cash flows to be collected In contrast for an equity security greater weight and consideration is given by the Company to

decline in market value and the likelihood such market value decline will recover
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The following table presents certain information about the Companys equity securities available-for-sale with gross unrealized loss of

20% or more at December31 2010

Non-Rheernable
Investment Grade

Preferred Stock All Industries ___________________________________

Gross of All Gross of All

Unrealized Equity Unrealized Non-Redeemable

Loss Securities Loss Preferred Stock
________

In millions

82% 50%

32 100%

115 99%

All equity securities with gross

unrealized loss of 20% or more $170 $166 98% $156

In connection with the equity securities impairment review process the Company evaluated its holdings in non redeemable preferred

stock particularly thosecompanies in the financial services industry The Company considered several factors including whetherthere has

been any deterioration in credit of the issuer and the likelihood of recovery in value of non-redeemable preferred stock with severe or an

extended unrealized loss The Company also considered whether any issuers of non-redeemable preferred stockwith an unrealized loss held

by the Company regardless of credit rating have deferred any dividend payments No such dividend payments
had been deferred

With respect to common stock holdings the Company considered the duration and severity of the unrealized losses for securities in an

Unrealized loss position of 20% or more and the duration of unrealized losses for securities in an unrealized loss position of less than 20% in

an extended unrealized loss position i.e 12 months or greater

Future OTTI5 will depend primarily on economic fundamentals issuer performance including changes in the present value of future cash

flows expected to be collected canges in credit rating changes in collateral valuation changes in interest rates and changes in credit

spreads If economic fundamentals and any of the above factors deteriorate additional OTTIs may be incurred in upcoming quarters

Net Investment Gains Losses
See Evaluating Available-for-Sale Securities forother-Than-Temporary Impairment for discussion of changes in guidance adopted

April 2009 that impacted how fixed maturity security OTTI losses that are charged to earnings are measured

The components of net investment gains losses were as follows

Years Ended December 31

2010 2009 2008

In millions

Total gains losses on fixed maturity securities

Total OTTI losses recognized $682 $2439 $1 296

Less Noncredit portion of OTTI losses transferred to and recognized in other

comprehensive income loss 212 939

Net OTTI losses on fixed maturity securities recognized in earnings

Fixed maturity securities net gains losses on sales and disposals _______ _______

Total gains losses on fixed maturity securities

Other net investment gains losses

Equity securities

Mortgage loans

Real estate and real estate joint ventures

Other limited partnership interests

Other investment portfolio gains losses _______ _______

Subtotal investment portfolio gains losses _______ _______

FVO consolidated securitization entities

Commercial mortgage loans 758

Securities 78

Long-term debt related to commercial mortgage loans 722

Long-term debt related to securities 48

Other gains losses1 191 144 268

Subtotal EVO consolidated securitization entities and other gains losses 185 144 268

Total net investment gains losses $392 $2906 $2098

All Equity

Securities

Gross

Unrealized

Loss

Less than six months 22

Six months or greater but less than

twelve months 32

Twelve months or greater 116

Non-Redeemable Preferred Stock

18

32 100%

116 100%

Financial Services Industry

Gross %A
Unrealized of All Rated or

Loss Industries Better

100% 100%

32 100% 50%

100% 77%

$156 100% 73%94%

470 1500 1296
215 163 657

255 1663 1953

104

22

54

399

442

164

253

136

18

140

134

2366

18 356

26

207 3050
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Other gains losses for the year ended December31 2010 includes loss of $209 million related to recording the Companys investment

in MSI MetLife at its estimated recoverable arrount See Note

See Variable Interest Entities for discussion of CSEs included in the table above

Gains losses from foreign currency transactions included within net investment gains losses were $246 million $226 million and

$363 million for the years ended December 31 2010 2009 and 2008 respectively

Proceeds from sales or disposals of fixed maturity end equity securities and the components of fixed maturity and equity securities net

investment gains losses were as shown below Investment gains and losses on sales of securities are determined on specific identification

basis

Proceeds

Gross investment gains

Gross investment losses

Total OTTI losses recognized in

earnings

Credit-related

Other1

Sector

Finance

Consumer

Communications

Utility

Industrial

Other industries

Total U.S and foreign corporate securities

ABS

RMBS

Years Ended December 31

2010 2009 2008

In millions

$126 459 673

36 211 107

16 235 134

89

30 26

26 185

1050 1130

168 99

193

88 65

$470 $1500 $1296

Fixed Maturity Securities

Years Ended December31

2010 2009 2008

Equity Securities

Years Ended December 31

2010 2009 2008

In millions

$54559

832

617

$38972 $62495

Total

Years Ended December 31

2010 2009 2008

$623 $950 $2107 $55182 $39922 $64602

129 134

11 133

947

1110

1137

363

858

1515

138
158

440

263

423

47

961 1081 1298

628 1243 1778

-- 423 1137 1138

14 400 430 61 763 588

Total 0Th losses recognized in

earnings 470 1500 1296 14 400 430 484 1900 1726

Net investment gains losses 255 663 953 $104 $399 253 151 062 206

Other 0111 losses recognized in earnings include impairments on equity securities impairments onperpetual.hybrid securities classified

within fixed maturity securities where the primary reason for the impairment was the severity and/or the duration of an unrealized loss

position and fixed maturity securities where there is an intent to sell or it is more likely than not that theCompany will be required to sell the

security before recovery of the decline in estimated fair value

Fixed maturity security OTTI losses recognized in earnings related to the following sectors and industries within the U.S and foreign

corporate securities sector

U.S and foreign corporate securities by industry

CMBS

Foreign government securities

Total

183

103

98

86
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Years Ended December31

2010 2009 2008

In millions

Sector

Non-redeemable preferred stock 333 319

Common stock

Total $14

Industry

Financial services industry

Perpetual hybrid securities

Common and remainin non-redeemable preferred stock

Total financial services industry

Other industries

Total $14

Credit Loss Roilforward Roliforward of the Cumulative Credit Loss Component of OTT Loss Recognized in Earn

ings on Fixed Maturity Securities Still Held for Which Portion of the OTT Loss Was Recognized in Other Compre
hensive In come Loss
The table below presents rollforward of the cumulative credit loss component of OTTI loss recognized in earnings on fixed maturity

securities still held by the Company at December 31 2010 and 2009 respectively for which portion of the CIII loss was recognized in

other comprehensive income loss

Years Ended December31

2010 2009

In millions

Balance at January 581

Credit loss component of Gill loss not reclassified to other comprehensive income loss in

the cumulative effect transition adjustment 230

Additions

Initial impairments credit loss OTTI recognized on securities not previously impaired 109 311

Additional impairments credit loss OTTI recognized on securities previously impaired 125 91

Reductions

Due to sales maturities pay downs or prepayments during the period of securities

previously credit loss OTTI impaired 260 49
Due to securities do-recognized in connection with the adoption of new guidance related to

the consolidation of VIEs 100

Due to securities impaired to net present value of expected future cash flows

Due to increases in cash flows accretion of previous credit loss OTTI 10

Balance at December31 $443 $581

Equity security Gill losses recognized in earnings related to the following sectors and industries

67 111

$400 $430

$310 90

30

340

11 60

400

251

341

89

430
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Net Investment Income

The components of net investment income were as follows

Years Ended December 31

2010 2009 2008

In millions

Investment income

Fixed maturity securities $12489 $11617 $13577

Equity securities

Trading and other securities Actively Traded Securities and FVO general account

securities

Mortgage loans

Policy loans

Real estate and.real estate joint
ventures

Other limited partnership interests

Cash cash equivalents and short-term investments

International joint ventures1

Other
_______ _______ _______

Subtotal

Less Investment expenses ________ ________ ________

Subtotal net ______ ______ ______

Trading and other securities FVO contractholder-directed unit-linked investments

FVO consolidated securitization entities

Commercial mortgage loans 411

Securities
________ ________ ________

Subtotal
_______ _______ _______

Net investment income $17615 $14837 $16289

Amounts are presented net of changes in estimated fair value of derivatives related to economic hedges of the Companys investment in

these equity method international joint venture investments that do not qualify for hedge accounting of $36 million $143 million and

$178 million for the years ended December 31 2010 2009 and 2008 respectively

See Variable Interest Entities for discussion of CSEs included in the table above

Securities Lending

The Company participates in securities lending programs whereby blocks of securities which are included in fixed maturity securities and

short-term investments are loaned to third partiesrimarily brokerage firms and commercial banks The Company generally obtains

collateral generally cash in an amount equal to 102% of the estimated fair value of the securities loaned which is obtained at the inception of

loan and maintained at level greater than or equal to 100% for the duration of the loan Securities loaned under such transactions may be

sold or repledged by the transferee The Company is liable to return to it counterparties thecash collateral under its control These

transactions are treated as financing arrangements and the associated
liability

is recorded at the amount of th cash received

128 178 258

73 116 27

2826 2743 2855

657 648 601

439 197 572

879 174 170

102 129 353

81 115 43

235 205

17747 1549
930 P945

16817 14553

372 284

350

18412

1957

16455

166

15

798 284 166
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Elements of the securities lending programs are presented below at

December 31

2010 2009

In millions

Securities on loan

Amortizedcost $23715 $21012

Estimated fair value $24230 $20949

Aging of cash collateral liability

Opan1 2752 3290

Less than thirty days 12301 13605

Thirty days or greater but less than sixty days 399 534

Sixty days or greater but less than ninety days 291 92

Ninety days or greater 2904 995

Total cash collateral liability $24 647 $21 516

Security collateral on deposit from counterparties

Reinvestment portfolio estimated fair value $24177 $20339

Open meaning that the related loaned security could be returned to the Company on the next business day requiring the Company to

immediately return the cash collateral

The estimated fair value of the securities on loan related to the cash collateral on open at December 31 2010 was $2 billion of which

$2.3 billion iere U.S Treasury agency and government guaranteed securities which if put to the Company can be immediately sold to

satisfy the cash requirements The remainder of the securities on loan were primarily U.S Treasury agency and government guaranteed

securities and very liquid RMBS The reinvestment portfolio acquired with the cash collateral consisted principally of fixed maturity securities

including RMBS U.S corporate U.S Treasury agency and government guaranteed and ABS
Security collateral on deposit from counterparties in connection with the securities lending transactions may not be sold or repledged

unless the counterparty is in default and is not reflected in the consolidated financial statements Separately the Company had $49 million

and $46 million at estimated fair value of cash and security collateral on deposit from counterparty to secure its interest in pooled

investment that is held bya third-party trustee as custodian at December 31 2010 and 2009 respectively This pooled investment is

included within fixed maturity securities and had an estimated fair value of $49 million and $51 million at December 31 2010 and 2009

respectiely

Invested Assets on Deposit Held in Trust and Pledged as Collateral

The invested assets on deposit invested assets held in trust and invested assets pledged as collateral are presented in the table below

The amounts presented irrthe table below are at estimated fair value for cash and cash equivalents short-term investments fixed maturity

equity trading and other securities and at carrying value for mortgage loans

December 31

2010 2009

In millions

Invested assets on deposit

Regulatory agencies1 2110 1383

Invested assets held in trust

Collateral financing arrangements2 5340 5653

Reinsurance arrangements3 3090 2719

Invested assets pledged as collateral

Funding agreements and advances FHLB of NY4 21975 20612

Funding agreements FHLB of Boston4 211 419

Funding agreements Farmer Mac5 3159 2871

Federal Reserve Bank of New York6 1822 1537

Collateral financing arrangements7 112 80

Derivative transactions8 1726 1671

Shcrt sale agreements9 465 496

Total invested assets on deposit held in trust and pledged as collateral $40010 $37441

The Company has investment assets on deposit with regulatory agencies consisting primarily of cash and cash equivalents short-term

investments fixed maturity securities and equity securities

The Company held in trust cash and securities primarily fixed maturity and equity securities to satisfy collateral requirements
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The Company held in trust certain investments primarily fixed maturity securities in connection with certain reinsurance transactions

The Company has pledged fixed maturity securities and mortgage loans in support of its funding agreements with and advances from the

Federal Home Loan Bank of New York FHLB of NY and has pledged fixed maturity securities in support of its funding agreements with

the Federal Home Loan Bank of Boston FHLB of Boston The nature of these Federal Home Loan Bank arrangements is described in

Notes and 11

The Company has pledged certain agricultural mortgage loans in connection with funding agreements issued to certain SPE5 that have

issued securities guaranteed by the Federal Agricultural Mortgage Corporation Farmer Mac The nature of these Farmer Mac

arrangements is described in Note

The Company has pledged qualifying mortgage loans and fixed maturity securities in connection with collateralized borrowings from the

Federal Reserve Bank of New Yorks Term Auction Facility The nature of the Federal Reserve Bank of New York arrangements is described

in Note 11

The Holding Company has pledged certain collateral in support of the collateral financing arrangements described in Note 12

Certain of the Companys invested assets are pledged as collateral for various derivative transactions as described in Note

Certain of the Companys Actively Traded Securities and cash and cash equivalents are pleded to secure liabilities associated with short

sale agreements in the Actively Traded Securities portfolio

See also Securities Lending for the amount of the Companys cash received from and due back to counterparties pursuant to the

Companys securities lending program See Variable Interest Entities for assets of certain CSEs that can only be used to settle liabilities of

such entities

Trading and Other Securities

The tables below present certain information about the Companys trading securities and other securities for which the FVO has been

elected

December 31

2010 2009

In millions

Actively Traded Securities 463 420

FVO general account securities 131 78

FVO contractholder-directed unit-linked investments 17794 1886

FVO securities held by consolidated securitization entities 201

Total trading and other securities at estimated fair value $18589 $2384

Actively Traded Securities at estimated fair value 463 420

Short sale agreement liabilities at estimated fair value 46 106

Net long/short position at estimated fair value 417 314

Investments pledged to secure short sale agreement liabilities 465 496

Years Ended

December 31

2010 2009 2008

In millions

Actively Traded Securities

Net investment income 54 98 13

Changes in estimated fair value included in net investment income 12 18

FVO general account securities

Net investment income 19 18 14

Changes in estimated fair value included in net investment income 18 16

FVO contractholder-directed unit-linked investments

Net investment income $372 $284 $166

Changes in estimated fair value included in net investment income $322 $275 $155

FVO securities held by consolidated securitization entities

Net investment income 15

Changes in estimated fair value included in net investment gains losses 78
See Note for discussion of FVO contractholder-directed unit-linked investments and Variable interest Entities for discussion of

CSEs included in the tables above The FVO contractholder-directed unit-linked investments held as of December31 2010 were primarily

due to the Acquisition see Note
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Mortgage Loans

Mortgage loans arsümmarizedas follows at
December 31

Mortgage loans held-for-investment

Commercial mortgage loans $37820 60.7% $35176 9.0%

Agricultural mortgage loans 12751 20.4 12255 24.1

Residential mortgage loans 2308 3.7 1471 2.9

Sbtotal 52879 84.8 48902 96.0

Valuation allowances 664 1.1 721 1.4

Subtotal mortgage loans held-for-investment net 52215 83.7 48181 94.6

Commercial mortgage loans held by consolidated securitization entities

EVO 840 11.0

Total mortgage loans held for investment net 59 055 947 48 181 946

Mortgage loans held-for-sale

Residential mortgage loans FVO 2510 4.0 2470 4.9

Mortgage loans lower of amortized cost or estimated fair value1 811
______

Total mortgage loans held for sale 321
_______

Total mortgage loans net $62376
_______

Includes agricultural and residential mortgage loans

See Vriable Interest Entities for discussion of CSEs included in the table above

Concentration of Credit Risk The Company diversifies its mortgage loan portfolio by both geographic region and property type to

reduce the risk of concentration The Company commercial and agricultural mortgage loans are collateralized by properties primarily

located in the United States at 91% with the remaining 9% collateralized by properties located outside the United States calculated as

percentof total mortage loans held-for-investment excluding commercial mortgage loans held by CSE5 at December 31 2010 The

carrying value of the Companys commercial and agricultural mortgage loans located in California New York and Texas were 21% 8% and

7% respectively of total mortgage loans held-for-investment excluding commercial mortgage loans held by CSEs at December31 2010

Additionally the Company manages risk when originating commercial and agricultural mortgage loans by generally lending only up to 75% of

the estimated fair value of the underlying real estate

Certain of the Company real estate joint ventures have mortgage loans with the Company The carrying values of such mortgage loans

were $283 million and $368 million at December 31 2010 and 2009 respectively

The following tables present the recorded investment in mortgage loans held-for-investment by portfolio segment by method of

evaluation of credit loss and the related valuation allowances by type of credit loss at

December 31

Commercial Agricultural Residential Total

2010 2009 2010 2009 2010 2009 2010 2009

In millions

Mortgage loans

Evaluated individually for credit losses 120 102 146 211 15 281 316

Valuation allowances

Specific credit losses

Non-specifically identified credit losses
________ _______ ________ ________ ______ ______ ________ ________

2010 2009

Carrying of Carrying of

Value Total Value Total

In millions

1.3

5.3

100.0%

258

2728

$50909

0.5

5.4

100.0%

Evaluated collectively for credit losses 37700 35074 12605 12044 2293 1468

Total mortgage loans .37820 35176 12751 12255 2308 1471

Totel valuation allowances

Mortgage loans net of valuation allowance

36 41 52

526 548 36

52598

52879

82

33

562 589

$37258 $34587

48586

48902

88 115

$12663 $12140

14 17

14 17

$2294 $1454

88 123

576 598

664

$52215

721

$48181
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Mortgage Loan Ialuation Allowances

Commercial Agricultural Residential Total

In millions

$24 $6 $197

145 49 200

80 12 93

79 12

27 25

589 115 17

12

22 39

$562 $88 $14

The following tables present the changes in the valuation allowance by portfolio segment

Balance at January 2008 $167

Provision release

Charge-offs net of recoveries

Balance at December 31 2008

Provision release

Charge-offs net of recoveries

Balance at December 31 2009

Provision release

Charge-offs net of recoveries

Balance at December31 2010

232

384

61 11 304

475

58

721

.9

66

$664

Commercial Mortgage Loans by Credit Quality Indicators with Estimated Fair Value Presented below for the commercial mortgage

loans held-for-investment is the recorded investment prior to valuation allowances by the indicated loan-tO-valuaratio categories and debt

service coverage ratio categories and estimated fair value of such mortgage loans by the indicated loan-to-value ratio categories at

December 31 2010

Recorded Investment

Debt Service Coverage Ratios Estimated

1.20x 1.OOx 1.20x 1.OOx Total of Total Fair Value of Total

In millions In millions

Loan-to-value ratios

Lessthan65% $16664 125 483 $17272 45.7% $18183 46.9%

65%to75% 9023 765 513 10301 272 10686 276

76%to8O% 3033 304 135 3472 92 3536 91

Greater than 80% 4155 1813 807 6775 17.9 6374 16.4

Total $32 875 $3 007 $1 938 $37 820 1000% $38 779 1000%

Agricultural and Residential Mortgage Loans by Credit Quality Indicator The recorded investment in qgricultural and residential

mortgage loans held-for-investment prior to valuation allowances by credit quality indicator was at

December 312010

Agricultural Mortgage Loans Residential Mortgage Loans

Recorded Investment of Total Recorded Investment of Total

In millions In millions

Loan-to-value ratios Performance indicators

Less than 65% $11483 901% Performing $2225 96.4%

65% to 75% 885 6.9 Nonperforming 83 3.6

76% to 80% 48 Total $2 308 1000%

Greater than 80% 335 2.6

Total $12751 100.0%

Past Due and Interest Accrual Status of Mortgage Loans The Company has high quality well performing mortgage loan portfolio with

approximately 99% of all mortgage loans classified as performing

Past Due The Company defines delinquent mortgage loans consistent with industry practice when interest and principal payments are

past due as follows commercial mortgage loans fl 60 days past due agricultural nortgage loans 90 days past due and residential

mortgage loans 60 days past due The recorded investment in mortgage loans held-for-investment prior to valuation allowances past

due according to these aging categories was $58 million $159 million and $79 million for commercial agricultural and residential mortgage

loans respectively at December31 2010 and for all mortgage bane was $296 million and $220 million at December31 2010 and 2009

respectively

Accrual Status Past Due 90 Days orMore and StillAccruing Interest The recorded investment in mortgage loans held-for-investment

prior to valuation allowances that were pastdue 90 days Or more and still accruing interest was $1 million $13 million and $1 million for

commercial agricultural and residential mortgage loans respectively at December31 2010 and for all mortgage loans was $25 million and

$14 million at December 31 2010 and 2009 respectively

Accrual Status Mortgage Loans in Nonaccrual Status The recorded investment in mortgage loans held-for-investment prior to

valuation allowances that were in nonaccrual status was $7 million $177 million and $25 million for commercial agricultural and residential
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mortgage loans respectively at December31 2010 and for all mortgage loans was $209 million and $263 million at December31 2010

and 2009 respectively

Impaired Mortgage Loans The unpaid principal balance recorded investment valuation allowances and carrying value net of valuation

allowances for impaired mortgage loans held-for-investment by portfolio segment at December 31 2010 and for all impaired mortgage

loans held-for-investment at December 31 2009 were as follows at

Impaired Mortgage Loans

Loans without

Loans with Valuation Allowance Valuation Allowance All Impaired Loana

Unpaid Unpaid Unpaid

Principal Recorded Valuation Carrying Principal Recorded Principal Carrying

Balance Investment Allowances Value Balance Investment Balance Value

In millions

At December 31 2010

Commercial mortgage loans $120 $120 36 84 99 87 $219 $171

Agricultural mortgage loans 146 146 52 94 123 119 269 213

Residential mortgage loans
16 16 19 19

Total $269 $269 88 $181 $238 $222 $507 $403

Total mOrtgage loans at December31
2009 $316 $316 $123 $193 $106 $106 $422 $299

Unpaid principal balance is generally prior to any charge off

The average investment in impaired mortgage loans held for investment and the related interest income by portfolio segment for the

year ended December 31 2010 and for all mortgage loans for the years ended December 31 2009 and 2008 respectively was

impaired Mortgage Loans

Average Investment Interest Income Recognized

Cash Basis Accrual Basis

In millions

For the Year Ended December 31 2010

Commecial mortgage loans $192

Agriculturalmortgage loans
284

Residential mortgage loans
16

Total
$492

For the Year Ended December 31 2009 $338 $8 $1

For the Year Ended December 31 2008 $389 $12 $10

Real Estate and Real Estate Joint Ventures

Real estate investments by type consisted of the following

December 31

2010 2009

Carrying of Carrying of

Value Total Value Total

In millions

Traditional
$5163 643% $4135 600%

Real estate joint ventures and funds 2707 33.7 2579 37.4

Real estate and real estate joint
ventures 870 98 714 97

Foreclosed
152 19 127 18

Real estate held-foNinvestment 8022 99.9 6841 99.2

Real estate held for sale
01 55 08

Total real estate and real estate joint
ventures $8 030 1000% $6 896 1000%

The Company classifies within traditional real estate its investment in income-producing real estate which is comprised primarily of

wholly-owned real estate and to much lesser extent joint ventures with interests in single property income-producing real estate The

Company classifies within real estate jointventures and funds its investments in joint ventures with interests in multi-property projects with

varying strategies ranging from the development of properties to the operation of income-producing properties as well as its investments in

real estate private equity funds From time to time the Company transfers investments from these joint ventures to traditional real estate if the

Company retains an interest in the joint venture after completed property commences operations and the Company intends to retain an

interest in the property
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Properties acquired through foreclosure were $165 million $127 million and less than $1 million for the years ended December31 2010
2009 and 2008 respectively and includes commercial agricultural and residential properties After the Company acquires properties

through foreclosure it evaluates whether the property is appropriate for retention in its traditional real ostate portfolio Foreclosed real estate

held at December 31 2010 and 2009 includes those properties the Company has not selected for retention in its traditional real estate

portfolio and which do not meet the criteria to be classified as held-for-sale

The wholly-owned real estate within traditional real estate is net of accumulated depreciation of $1 .7 billion and $1 .4 billion at

December 31 2010 and 2009 respectively Related depreciation expense on traditional wholly owned real estate was $151 million

$135 million and $136 million for the years ended December 31 2010 2009 and 2008 respectively These amounts include depreciation

expense related to discontinued operations of less than $1 million for the year ended December31 2010 and $1 million for both the years

ended December31 2009 and 2008 The estimated fair value of the traditional real estate investment portfolio was $6.6 billion and $5.4

billion at December 31 2010 and 2009 respectively

Impairments recognized on real estate held-for-investment were $48 million $160 million and $20 million for the years ended Decem
ber 31 2010 2009 and 2008 respectively Impairments recognized on real estate held-for-sale were $1 million for the year ended

December31 2010 There were no impairments recognized on real estate held-for-sale for each of the years ended December31 2009 and

2008 The Companys carrying value of real estate held-for-sale has been reduced by impairments recorded prior to 2009 of $1 million at both

December 31 2010 and 2009 The carrying value of non-income producing real estate was $137 million $76 million and $28 million at

December 31 2010 2009 and 2008 respectively

The Company diversifies its real estate investments by both geographic region and property type to reduce risk of concentration The

Companys real estate investments are primarily located in the United States at 88% with the remaining 12% located outside the United

States at December31 2010 The three locations with the largest real estate investments were California Florida and Japan at 21% 12%

and 10% respectively at December 31 2010

The Companys real estate investments by property type are categorized as follows

December 31

2010 2009

Carrying of Carrying of

Value Total Value Total

In millions

Office $4369 544% $3557 51.6%

Apartments 1774 22.1 1438 20.9

Real estate private equity funds 552 6.9 504 7.3

Industrial 433 5.4 436 6.3

Retail 389 4.8 467 6.8

Hotel 233 2.9 203 2.9

Land 133 1.7 110 1.6

Agriculture 17 0.2 57 0.8

Other 130 1.6 124 1.8

Total real estate and real estate joint ventures $8030 100.0% $6896 100%

Other Limited Partnership Interests

The carrying value of other limited partnership interests which primarily represent ownership interests in pooled investment funds that

principally make private dquityinvestments in companies in the United States and overseas was $6.4 billion and $5.5 billion at December31
2010 and 2009 respectively Included within other limited partnership interests were $1 .0 billion at both December31 2010 and 2009 of

investments in hedge funds Impairments of other limited partnership interests principally cost method other limited partnership interests

were $12 million $354 million and $105 million for the years ended December 31 2010 2009 and 2008 respectively

Collectively Significant Equity Method Investments

The Company holds investments in real estate joint ventures real estate funds and other limited partnership interests consisting of

leveraged buy-out funds hedge funds private equity funds joint ventures and other funds The portion of these investments accounted for

under the equity method had carrying value of $8.7 billion as of December31 2010 The Companys maximum exposure to loss related to

these equity method investments is limited to the carrying value of these investments plus unfunded commitments of $2.9 billion as of

December 31 2010 Except for certain real estate joint ventures the Companys investments in real estate funds and other limited

partnership interests are generally of passive nature in that the Company does not participate in the management of the entities

As further described in Note the Company generally records its share of earnings in its equity method investments using three-month

lag methodology and within net investment income As of December31 2010 aggregate net investment income from these equity method

real estate
joint ventures real estate funds and other limited partnership interests exceeded 10% of the Companys consolidated pre-tax

income loss from continuing operations Accordingly the Company is providing the following aggregated summarized financial data for such

equity method investments This aggregated summarized financial data does not represent the Companys proportionate share of the assets

liabilities or earnings of such entities

As of and for the year ended December31 2010 the aggregated summarized financial data presented below reflects the latest available

financial information Aggregate total assets of these entities totaled $262.9 billion and $209.9 billion as of December31 2010 and 2009

respectively Aggregate total liabilities of these entities totaled $77.6 billion and $64.5 billion as of December 31 2010 and 2009
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respectively Aggregate net income loss of these entities totaled $18.7 billion $22.8 billion and $23.3 billion for the years ended

December31 2010 2009 and 2008 respectively.Aggregate net income loss from real estate joint ventures real estate funds and other

limited partnership interests is primarily comprised of investment income including recurring investment income and realized and unrealized

investment gains losses

Other Invested Assets

The following tablepresents the carrying value of the Companys other invested assets by type at

December 31

December 31

2010 2009

In millions

2010 2009

Carrying of Carrying of

Value Total Value Total

In millions

Freestanding derivatives with positive fair values 7777 50.4% 6133 48.2%

Leveraged leases net of non-recourse debt 2191 14.2 2227 17.5

Tax credit partnerships 976 6.3 719 5.7

MSRs 950 6.2 878 6.9

Joint venture investments 694 977

Funds withheld 551 505

Funding agreements 409 3.2

Other 2291 14.8 861 6.8

Total $15 430 1000% $12 709 1000%

See Note for information regarding the freestanding derivatives with positive estimated fair vaftes See the following sections

Leveraged Leases and Mortgage Servicing Rights for the composition of leveraged leases and for information on MSRs Tax credit

partnerships are established for the purpose of investing in low income housing and other social causes where the primary return on

investment is in the form of income tax credits and are accounted for under the equity method or under the effective yield method Joint

venture investments are accounted for under the equity method and represent the Company investment in insurance underwriting joint

ventures in China Japan see Note and Chile Funds withheld represent amounts contractually withheld by ceding companies in

accordance with reinsurance agreements Funding agreements represent arrangements where the Company has long-term interest bearing

amounts on deposit with third parties and are generally stated at amortized cost

Leveraged Leases

Investment irt leveraged leases included in other invested assets consisted of the following

Rental receivables net 1882 $1698

Estimated residual values 682 921

Subtotal 564 619

Unearned income 373 392

Investment in leveraged leases 191 227

The rental receivables set forth above are generally due in periodic installments The payment periods range from one to 15 years but in

certain circumstances are as long as 30 years For rental receivables the Companys primary credit quality indicator is whether the rental

receivable is performing or non performing The Company generally defines non performing rental receivables as those that are 90 days or

more past due The determination of performing or non performing status is assessed monthly As of December 31 2010 all of the rental

receivables were perforrping

The Company deferred income tax liability related to Ieverageo leases was $1 biilion ana $1 billion at December31 2010 and 2009

respectively

The components of net income from investment in leveraged leases were as follows

Years Ended December 31

2010 2009 2008

In millions

Net income from investment in leveraged leases $123 $1 14 $1 16

Less Incometax expense on leveraged leases net investment income 43 40 40

Net investment income after income tax from investment in leveraged leases $80 $74 $76
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Mortgage Servicing Rights

The following table presents the carrying value and changes in capitalized MSRs which are included in other invested assets

Years Ended December 31

2010 2009 2008

Un millions

Estimated fair value at January $878 $191

Acquisition of MSRs 110 17 350

Originatibn of MSR5 220 511

Reductions due to loan payments 136 113 10

Reductions due to loan sales 43

Changes in estimated fair value due to

Changes in valuation model inputs or assumptions 79 172 149

Estimated fair value at December 31 $950 $878 $191

The Company recognizes the rights to service residential mortgage loans as MSR5 MSRs are either acquired or are geflerated from the

sale of originated residential mortgage loans where the servicing rights are retained by the Company MSRs are carried at estimated fair value

and changes in estimated fairvalue primarily due to changes in valuation inputs and assumptions and to the collectidn of expected cash

flows are reported in other revenues in the period in which the change occurs Valuation inputs and assumptions include generally

observable inputs such as type and age of loan loan interest rates current market interest rates and certain unobservable inputs including

assumptions regarding estimates of discount rates loan prepayments and servicing costs all of which are sensitive to changing market

conditions See Note for further information about how the estimated fair value of MSRs is determined and other related information

Short-term ljwestments

The carrying value of short term inVestments which includes investments With remaining maturities of one year or less but greater than

three months at the time of purchase was $9 billion and $8 billion at December 31 2010 and 2009 respectively The Company is

exposed to concentrations of credit risk related to securities of the government and certain government agencies included within

short term investments which were $40 billion and $7 billion at December31 2010 and 2009 respectively

Cash Equivalents

The carrying value of cash equivalents which includes investments with an original or remaining maturity of three months or less at the

time of purchasewas $9.6 billion and $8.4 billion at December31 2010 and 2009 respectively The Company is exposed to concentrations

of credit risk related to securities of the government and certain government agencies included within cash equivalents which were

$5.8 billion and $6.0 billion at December 31 2010 and 2009 respectively

Purchased Credit Impaired Investments

Investments acquired with evidence of credit quality deterioration since origination and for which it is probable at the acquisition date that

the Company will be unable to collect all contractually required payments are classified as purchased credit impairedinvestments For each

investment the excess of the cash flows expected to be collected as of the acquisition date over its acquisition date fair value is reterred to as

the accretabld yield and is recognized as net investment income on an effective yield basis If subsequently based on current information and

events it iS probablethat there is significant increase in cash flows previously expected to be collected or if actual cash flows are

significantly greater than cash flows previously expected to be collected the accretable yield is adjusted prospectFvely The excess Of the

contractually required payments including interest as of the acquisition date over the cash flows expectedto be collected as of the

acquisition-date is referred to as the nonaccretable difference and this amount is not expected to be realized as net investment income

Decreases in cash flows expected-to be collected can result in OTTI or the recognition of mortgage loan valuation allowances see-Note

The table below presents the purchased credit impaired investments- by invested abset class held at

December31 2010

Fixed Maturity Securities Mortgage Loans

In millions

Outstanding principal and interest balance1 $1548 $604

Carrying value $1 050 $195

Represents the contractually required payments which is the sum of contractual principal whether or not currently due and accrued

interest

Estimated fair value plus accrued interest for fixed maturity securities and amortized cost plus accrued interest less any valuation

allowances for mortgage loans

The following table presents information about purchased credit impaired investments asof their respective adquisition dates for

Year Ended December 31 2010

Fixed Maturity Securities Mortgage Loans

In millions

Contractually required payments including interest $2126 $553

Cash flows expected to be collected1 $1 782 $374

Fair value of investments acquired $1 076 $201
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Represents undsoonted principal and interest cash flow expectations at the date of acquisition

portion of the difference between the contractually required payments including interest and the cash flows expected to be collected

on certain of the investments acquired from American Life has been established as an indemnification asset as discussed further in

Note

The following table presents activity for the accretable yield on purchased credit impaired investments for

December 31 2010

Fixed Maturity Securities Mortgage Loans

In millions

Accretable yield January

Investments purchased
606

Acquisition1
100 173

Accretion recognized in net investment income 62

Reclassification to from nonaccretable difference 103

Accretable yield December 31 $541 $170

As described further in Note all investmØnls acquired with Arherican Life were recorded at estimated fair value as of the Acquisitibn

Date This activity relates to acuired fixed maturity securities and mortgage loans with credit impairment inherent in the estimated fair

value

VariabI Ipterest Entities

The Cbrnpany holds irwestmeritsiri certain entities that are VIEs In certain instances the Company holds both the power to direct the

most significant activities of the entity as well as an economic interest in the entity and as such consistent with the new guidance described

in Note is deemed to be the primary beneficiary or consolidator of the entity The following table presents the total assets and total liabilities

relating to VIEs for which the Companyhas concluded that it Is the primary beneficiary and which are consolidated in the Compahys financial

statements at December31 2010 and 2009 Creditors or beneficial interest holders of VIEs where the Company is the primary beneficiary

have no recourse to the general credit of the Company as the Companys obligation to the VIEs is limited to the amount of its committed

investment

December 31

2010 2009

Total Total Total Total

Assets Liabilities Assets Liabilities

In millions

Consolidated securitizatioq entities1 114 $6 892

MRSC collateral financing arrangement2 3333 3230

Other limited partnership interests 319 85 367 72

Trading securities 186

Other invested assets 108 27

Realestate joint ventures 20 17 22 17

Total $11080 $6995 $3646 $90

As discussed in Note upon th8 adoption of new guidance effective January 2010 the Company consolidated former QSPE5 that are

structured as CMBS and former QSPEs that are structured as collateralized debt obligations At December31 2010 these entities held

total assets of $7 114 million consisting of $201 million of EVO securities held by CSE5 classified within trading and other securities

$6 840 million of commercial mortgage loans $34 million of accrued investment income and $39 million of cash These entities had total

liabilities of $6 892 million consisting of $6 820 million of long term debt and $72 million of other liabilities The assets of these entities

can only be used to settle their respective liabilities and under no circumstances is the Company or any of its subsidiaries or affiliates

liable for any principal or interest shortfalls should any arise The Company exposure is limited to that of its remaining investment in the

former OSPEs of $201 million at estimated fair value at December 31 2010 The long term debt referred to above bears interest at

primarily fixed rates ranging from 2.25% to 557% payable primarily on monthly basis and is expected to be repaid over the next years

Interest expense related to these obligations included in other expenses was $411 million for the year ended December31 2010

See Note for description of the MetLife Reinsurance Company of South Carolina MRSC collateral financing arrangement These

assets consist of the following at estimated fair value at
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December 31

2010 2009

In millions

Fixed maturity securities available for sale

ABS $1 .333 963

U.S corporate securities 893 049

547 672RMBS

CMBS

Foreign corpOdte decurities

U.S Treasury agency and government guaranteed securities

State and political subdivision securities

Foreign government securities

Cash and cash equivalents including cash held in trust of less than $1 million for both years 59

Total $3333 $3230

The following table presents the carrying amount and maximum exposure to loss relating to VIEs for which the Company holds significant

variable interests but is not the primary beneficiary and which have not been consolidated at

December 31

2010 2009

Maximum Maximum
Carrying Exposure carrying Exposure
Amount to Loss1 Amount to LoSs1

In millions

Fixed maturity securities available for sale

RMBS2

CMBS2

ABS2 14290 14290

Foreign corporate securities 2968 2968 1254

U.S corporate securities 2447 2447 1216

Other limited partnership interests

Trading securities

Other invested assets

Mortgage loans

Real estate joint ventures

Equity securities available-for-sale

Non- redeemable preferred stock

Total $91251 $93612

The maximum exposure to loss relating to the fixed maturity equity and trading securities is equal to the carrying amounts or carrying

amounts of retained interests The maximum exposure to loss relating to the other limited partnership interests and real estate joint

ventures is equal to the carrying amounts plus any unfunded commitments of the Company Such maximum loss would be expected to

occur only upon bankruptcy of the issuer or investee The maximum exposure to loss relating to the mortgage loans is equal to the carrying

amounts plus any unfunded commitments of the Company For certain of its investments in other invested assets the Company return is

in the form of income tax credits which are guaranteed by creditworthy third party For such investments the maximum exposure to loss

is equal to the carrying amounts plus any unfunded commitments reduced by amounts guaranteed by third parties of $231 million and

$232 million at December31 2010 and 2009 respectively

As discussed in Note the Company adopted new guidance effective January 2010 which eliminated the concept of OSPE As

result the Company concluded it held variable interests in RMBS CMBS and ABS For these interests the Company involvement is

limited to that of passive investor

As described in Note 16 the Company makes commitments to fund partnership investments in the normal course of business Excluding

these commitments the Company did not provide financial or other support to- investees designated as VIEs during the years ended

December 31 2010 2009 and 2008

Derivative Financial Instruments

Accounting for Derivative Financial Instruments

See Note for description of the Companys accounting policies for derivative financial instruments

See Note for information about the fair value hierarchy for derivatives

383 348

139 80

33

30 21

$44733 $44733

20675 20675

4383 6479 2543

789 789

576 773

350 350

40 ide

1254

1216

2887

416 iQ9

SQ 30

31 31

$5490 $5827
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Primary Risks Managed by Derivative Financial Instruments and Non-Derivative Financial Instruments

The Company is exposed to various risks relating to its ongoing business operations including interest rate risk foreign currency risk

credit risk and equity market risk The Company uses variety of strategies to manage these risks including the use of derivative instruments

The following table presents the gross notional amount estimated fair valub and primary underlying risk exposure of the Companys derivative

financial instruments excluding embedded derivatives held at

December 31

2010 2009

Estimated Fair Estimated Fair

Primary Underlying Notional Value1 Notional Value1

Risk Exposure Instrument Type Amount Assets Liabilities Amount Assets Liabilities

In millions

Interest rate Interest rate swaps 54803 $2654 $1516 38152 $1570 $1255

Interest rate floors 23866 630 66 23691 461 37

Interest rate caps 35412 176 28409 283

Interest rate futures g385 43 17 7563 10

Interest rate options 8761 144 23 4050 117 57

Interest rate forwards 10374 106 135 9921 66 27

Synthetic GICs 4397 4352

Foreign currency Foreign currency swaps 17626 1616 1282 16879 1514 3g2

Foreign currency forwards 10443 119 91 6485 83 57

Currency futures 493

Currency options 5426 50 822 18

Non-derivative hedging instruments2 169 185

Credit Credit default swaps 10957 173 104 6723 74 130

Credit forwards 90 220

Equity market Equity futures 8794 21 7405 44 21

Equity options 33688 1843 1197 27175 1712 1018

Variance 5waps 18022 198 118 13654 181 58

Total rate of return swaps 1547 376 47

Total $254253 $7777 $4747 $195877 $6133 $4115

The estimated fair value of all derivatives in an asset position is reported within other invested assets in the consolidated balance sheets

and the estimated fair value of all derivatives in liability position is reported within other liabilities in the consolidated balance sheets

The estimated fair value of non-derivative hedging instruments represents the amortized cost of the instruments as adjusted for foreign

currency transaction gains or losses Non-derivative hedging instruments are reported within policyholder account balances in the

consolidated balance sheets
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Interest rate swaps

Interest rate floors

Infºdst rate caps

Interest rate futures

Interest rate options

Interest rate forwards

Synthetic GICs

Foreign currency forwards

Currency futures

4397

3262

10337

49.3

3346

1795

55

$83315

35412

9385

8761

10374

4397

17626

10443

493

5426

169

649 10957

90

8794

9486 33688

14493

$58151

323

$25332

The following table presents the gross notional amount of derivative finapcial instruments by maturity at December 31 2010

One Year or

i.ess

4970

After One Year

Through Five

Years

$14491

13048

5000 28436

9385

1853

9409

Foreign currency swaps

Total

54803

23866

Remaining Life

After FIve Years

Through Ten

Yers

In millions

$16403

7318

1976

1702

105

5999

20

After Ten

Years

$1 8939

3500

2508

62

5206

860

5857

24

Currency options 5426

Non-derivative hedging instruments 169

Credit default swaps 111 10197

Credit forwards 90

Equity futures 8794

Equity options 20856

Variance swaps 1411 18022

Total rate of return swaps 1492
_______ _______ _______

1547

Total $87455
______ ______ ______

$254253

Interest rate swaps are used by theCompany primarily to reduce market risks from changes in interest rates and to alter interest rate

exposure arising from mismatches between assets and liabilities duration mismatches In an interest 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 tranCactions are entered into pursuant to master areements that provide for single

net payment to be made by the counterparty at each due date The Company utilizes interest rate swaps in fair value cash flow and non

qualifying hedging relationships

The Company also enters into basis swaps to better match the cash flows from assets and related liabilities In basis swap both legs of

the swap are floating with each based on different index Generally no cash is exchanged at the outset of the contract and no principal

paymentsare made by either party single net paymentis usually made by one counterparty at each due date Basis swaps are included in

interest rate swaps in the preceding table.The Company utilizes basiC swaps in non-qualifyin hedging relationships

Inflation swaps are used as an economic hedge to reduce inflation risk generated from inflation-indexed liabilities Inflation swaps are

included in interest rate swaps in the preceding table The Company utilizes inflation swaps in non-qualifying hedging relationships

Implied volatility swaps are used by the Company primarily as economic hedges of interest rate risk associated with the Companys

investments in mortgage-backed securities In an implied volatility swap the Company exchanges fixed payments for floating payments that

are linked to certain market volatility measures If implied volatility rises the floating payments that the Company receives will increase and if

implied volatility falls the floating payments that the Company receives will decrease Implied volatility swaps are included in interest rate

swaps in the preceding table The Company utilizes implied volatility swaps in non-qualifying hedging relationships

The Company purchases interest rate caps and floors primarily to protect its floating rate liabilities against rises in interest rates above

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 specified level respectively In certain instances the

Company locks in the economic impact of existing purchased caps and floors by entering into offsetting written caps and floors The

Company utilizes interest rate caps and floors in non-qualifying hedging relationships

In exchange-traded interest rate Treasury and swap futures transactions the Company agrees to purchase or sell specified number of

contracts the value of which is determined bythe different classes of interest rate securities and to post variation margin on daily basis in an

amount equal to the difference in the daily market values of those contracts The Company enters into exchange- traded futures with

regulated futures commission merchants that are members of the exchange Exchange-traded interest rate Treasury and swap futures are

used primarily to hedge mismatches between the duration of assets in portfolio and the duration of liabilities supported by those assets to

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 performance The Company utilizes exchange-traded interest rate futures

in non-qualifying hedging relationships

Swaptions are used by the Company to hedge interest rate risk associated with the Companys long-term liabilities and invested assets

swaption is an option to enter into swap with forward starting effective date In certain instances the Company locks in the economic

impact of existing purchased swaptions by entering into offsetting written swaptions The Company pays premium for purchased swaptions
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and receives premium for written swaptions Swaptions are included in interest rate options in the preceding table The Company utilizes

swaptions in non-qualifying hedging relationships

The Company writes covered call options on its portfolio of U.S Treasuries as an income generation strategy In covered call transaction

the Company receives premium at the inception of the contract in exchange for giving the derivative counterparty the right to purchase the

referenced security from the Company at predetermined price The calloption is covered because the Company owns -the referenced

security over the term of the option Covered call options are included in interest rate options in the preceding table The Company utilizes

covered call options in non-qualifying hedging relationships

The Company enters into interest rate forwards to buy and sell securities The price is agreed upon at the time of the contract and payment

for such contract is made at-a specified future date The Company also uses interest rate forwards to sell to be announced securities as

economic hedges- against the risk of changes in the fair value of mortgage loans held-for-sale and interest rate lock commitments The

Company utilizes interest rate forwards in cash flow and non-qualifying hedging relationships

Interest rate lock commitments are short-term conmitments to fund mortgage loan applications in process the pipeline for fixed term for

fixed rate or spread During the term of an interest rate lock commitment the Company is exposed to the risk that interest rates will change

from the rate quoted to the potential borrower Interest rate lock commitments to fund mortgage loans that will be held-for-sale are considered

derivative instruments Interest rate lock commitments are included in interest rate forwards in the preceding table Interest rate lock

commitments are not designated as hedging instruments

synthetic GIC is contract that- Cimulates the performance of traditional guaranteed interest contract through the use of financial

instruments Under synthetic GIC the policyholder owns the underlying assets The Company guarantees rate return on those assets for

premium Synthetic GICs are not designated as hedging instruments

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 foreign currency risk associated with certain of

its net investments in foreign operations

in foreign currency swap transaction the Company agrees with another party to exchange at specified intervals the difference between

one currency and another at fixed exchange rate generally set at inception calculated by reference to an agreed upon principal amount

The principal amount of each currency is exchanged at the inception and termination of the currency swap by each party The Company

utilizes foreign currency swaps in fair value cash flow net investment in foreign operations and non qualifying hedging relationships

In foreign currency forward transaction the Company agrees with another party to delivers specified amount of an identified currency at

specified future date The price is agreed upon at the time of the contract and payment for such contract is made in different currency at

the specified future date The Company utilizes foreign currency forwards in net investment in foreign operations and non qualifying hedging

relationships

In exchange-traded currency futures transactions the Company agrees to purchase or sell specified number of contracts the value of

which is determined by referenced currencies and to post variation margin on daily basis in an amount equal to the difference in the daily

market values of those contracts The Company enters intoexchange-traded futures with regulated futures commission merchants that are

members of the excftange Exchange-traded currency futures are used primarily to hedge cnrrency mismatches between assets and

liabilities The Company utilizes exchange-traded currency futures in non-qualifying hedging relationships

The Company enters into currency option contracts that give it the right but not the obligation to sell the foreign currency amount in

exchange fore functional currency amount within limited time ata contracted price The contracts may also be net settled in cash based on

differentials in the foreign ecchange rate and the strike price The Company uses currency options to hedge against the foreign currency

exposure inherent in certain of its variable annuity products The Company also uses currency options as an economic hedge of foreign

currency exposure related to the Companys international subsidiaries The Company utilizes currency options in non-qualifying hedging

relationbhips

The Company uses certain of its foreign currency denominated funding agreements to hedge portions of its net investments in foreign

operations against adverse movements in exchange rates Such contracts are included in non-derivative hedging instruments in the

preceding table

Swap spreadlocks are used by the Company to hedge invested assets on an economic basis against the risk of changes in credit spreads

Swap spreadlocks are forward transactions between two parties whose underlying reference index is forward starting interest rate swap
where the Company agrees to pay coupon based on predetermined reference swap spread in exchange for receiving coupon based on

floating rate The Company has the option to cash settle with the counterparty in lieu of maintaining the swap after the effective date The

Company utilizes swap spreadlocks in non-qualifying hedging relationships

Certain credit default swaps are used by the Company to hedge against credit-related changes in the value of its investments and to

diversify its credit risk exposure in certain portfolios In credit default swap transaction the Company agrees with another party at specified

intervals to pay premium to hedge credit risk If credit event as defined by the contract occurs generally the contract will require the

swap to be-settled gross by the delivery of par quantities of thereferenced investment equal to the specified swap notional in exchange forthe

payment of cash amounts by the counterparty equal to the par value of the investment surrendered The Company utilizes credit default

swaps in non-qualifying hedging relationships

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 combination of derivative and cash instrument such as U.S Treasury orAgency security The

Company also enters into certain credit default swaps held in relation to trading portfolios for the purpose of generating profits on short-term

differences in price These credit default swaps are not designated as hedging instruments

The Company enters into forwards to lock in the price to be paid for forward purchases of certain securities The price is agreed upon at the

time of the contract and payment for the contract is made at specified future date When the primary purpose of entering into these
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Foreign Operations Hedges

Non-derivative hedging instruments.....

Subtotal

Total Qualifying Hedges

127 347

48

129 401

transactions is to hedge against the risk of changes in purchase price due to changes in credit spreads the Company designates these as

credit forwards The Company utilizes credit forwards in cash flow hedging relationships

In exchange-traded equity futures transactions the Company agrees to purchase or sell specified number of contracts the value of

which is determined by the different classes of equity securities and to post variation margin on daily basis in an amount equal to the

difference in the daily market values of those contracts The Company enters into exchange-traded futures with regulated futures commission

merchants that are members of the exchange Exchange-traded equity futures are used primarily to hedge liabilities embedded in certain

variable annuity products offered by the Company The Company utilizes exchange-traded equity futures in non-qualifying hedging

relationships

Equity index options are used by the Company primarily to hedge minimum guarantees embedded in certain variable 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 limited time at contracted price The contracts will be net settled in cash based on differentials in the indices at the time of exercise

and the strike price Certain of these contracts may also contain settlement provisions linked to interest rates In certain instances the

Company may enter into combination of transactions to hedge adverse changes in equity indices within pre-determined range through the

purchase and sale of options Equity index options are included in equity options in the preceding table The Company utilizes equity index

options in non-qualifying hedging relationships

Equity variance swaps are used by the Company primarily to hedge minimum guarantees embedded in certain variable annuity products

offered by the Company In an equity variance swap the Company agrees with another party to exchange amounts in the future based on

changes in equity volatility over defined period Equity variance swaps are included invariance swaps in the preceding table The Company

utilizes eqdity variance swaps in non-qualifying hedging relationships

Total rate of return swaps TARs are swaps whereby the Company agrees with another party to exchange at specified intervals the

difference between the economic risk and reward of an asset or market index and the London Inter-Bank Offer Rate LlBOR calculated by

reference to an agreed notional principal amount No cash is exchanged at the outset ofthe contract Cash is paid and received over the life of

the contract based on the terms of the swap These transactions are entered into pursuant to master agreements that provide for single net

payment to be made by the counterparty at each due date The Company uses TRR5 to hedge its equity market guarantees in certain of its

insurance products TRRs can be used as hedges or to synthetically create investments The Company utilizes TRRs in non-qualifying

hedging relationships

Hedging

The following table presents the gross notional amount and estimated fair value of derivatives designated as hedging instruments by type

of hedge designation at

December 3l

Derivatives Designated as Hedging Instruments
_______ ________ ________ _______ ________

2010 2009

Estimated Estimated

Fair Fair

Value Value

Fair Value Hedges

Foreign currency swaps

Interest rate swaps

Subtotal

Cash Flow Hedges

Foreign currency swaps

Interest rate swaps

Interest rate forwards

Credit forwards

Subtotal

Notional Notional

Amount Assets Liabilities Amount Assets Liabilities

In millions

4524 907 145 4807 854 $132

5108 823 169 4824 500 75

9632 1730 314 9631 1354 207

555 213

3562 102

347 4108

116 1740

1140 107

90

10348 317 573

220

6068

Foreign currency forwards 935 26 880 27 13

169

2104

$22084 $2056

185

211

$1098

1880 27

$17579 $1510

13

$621
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The following table presents the gross notional amount and estimated fair value of derivatives that were not designated or do not qualify as

hedging instruments by derivative type at

December 31

Derivatives Not Designated or Not

Qualifying as Hedging Instruments

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Interest rate options

Interest rate forwards

Notional

Liabilities Amount Assets Liabilities

In millions

$1070 $1132

461 37

283

10

117 57

66 27

790 7964 533 913

65 4605 56 44

Years Ended December 31

2010 2009 2008

In millions

$6624 $6560

1758 2650

$4866 $3910

2010

Estimated

Fair

Value

2009

Estimated
Fair

Value

Notional

Amount Assets

46133 $1729

23866 630

35412 176

9385 43

8761 144

9234 106

4397Synthetic GIGs

Foreign currency swaps

Foreign currency forwards

Currency futures

$1231

66

17

23

28

31588

23691

28409

7563

4050

9921

4352

7546 496

8508 110

Currency options

Credit default swaps

Equity futures

Equity options

Variance swaps

493

5426

10957

8794

33688

18022

50

173

21

1843

198

104

1197

118

822

6723

7405

27175

13654

18

74

44

1712

181

130

21

1018

58

1547 376 47Total rate of return swaps

Total non-designated or non-qualifying

derivatives $232169

Net Derivative Gains Losses
The components of net derivative gains losses were as follows

Derivatives and hedging gains losses1

Embedded derivatives

Total net derivative gains losses

$178298 $4623 $3494
_______

$5721 $3649
_______ _____ _____

$122

387 ______ ______

$265
______ ______

Indludes foreign currency transaction gains losses onhedged items in cash flow and non-qualifying hedge relationships which are not

presented elsewhere in this note

The following table presents the settlement payments recorded in income for the

Years Ended December 31

2010 2009 2008

In millions

Qualifying hedges

Net investment income 83 49

Interest credited to policyholder account balances 233 220

Other expenses

Non-qualifying hedges

Net investment income

Net derivative gains losses 65 91 49

Other revenues 108 77

Total $480 $432 $168

Fair Value Hedges

The Company designates and accounts for the following as fair value hedges when they have met the requirements of fair value hedging

interest rate swaps to convert fixed rate investments to floating rate investments interest rate swaps to convert fixed rate liabilities to

floating rate liabilities and Hi foreign currency swaps to hedge the foreign currency fair value exposure of foreign currency denominated

investments and liabilities

19

105
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The Company recognizes gains and losses on derivatives and the related hedged items in fair value hedges within net derivative gains

losses The following table represents the amount of such net derivative gains losses recognized for the years ended December31 2010

2009 and 2008

Derivatives in Fair Value Hedged Items In Fair Value

Hedging Relationships Hedging Relationships

For the Year Ended December 31 2010

Interest rate swaps Fixed maturity securities

Policyholder account balances1

Foreign-denominated fixed maturity securities

Foreign-denominated policyholder account balances2

Total

For the Year Ended December 31 2009

Interest rate swaps Fixed maturity securities

Policyholder account balances1

Foreign-denominated fixed maturity securities

Foreign-denominated policyholder account balances2

Total

For the Year Ended December 31 2008

Fixed rate liabilities

Fixed rate or floating rate liabilities

$14 $16 $2
140 142

14 14
20 11

$149 $160 $11

$49 $42 $7
963 951 12

13 10

462 449 13

$465 $470

$245 $248

All components of each derivatives gain or loss were included in-the assessment of hedge effectiveness

Cash Flow Hedges

The Company designates and accounts for the following as cash flow hedges when they have met the requirements of cash flow hedging

interest rate swaps to convert floating rate investments to fixed rate investments ii interest rate swaps to convert floating rate liabilities to

fixed rate liabilities ill foreign currency swaps to hedge the foreign currency cash flow exposure of foreign currency denominated

investments and liabilities iv interest rate forwards and credit forwards to lock in the price to be paid for forward purchases of investments

interest rate swaps and interest rate forwards to hedge the forecasted purchases affixed-rate investments and vi interest rate swaps and

interest rate forwards to hedge forecasted fixed-rate borrowings

For the years ended December 31 2010 and 2009 the Company recognized $1 million and $3 million respectively of net derivative

gains losses which represented the ineffective portion of all cash flow hedges Forthe year ended December31 2008 the Company did not

recognize any net derivative gains losses which represented the ineffective portion of all cash flow hedges All components of each

derivatives 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 occur on the anticipated date or within two months of that date The net

amounts reclassified into net derivative gains losses for the years ended December31 2010 2009 and 2008 related to such discontinued

cash flow hedges were gains losses of $9 million $7 million and $12 million respectively At December31 2010 and 2009 the maximum

length of time oVer which the Company was hedging its exposure to variability in future cash flows for forecasted transactions did not exceed

seven years and five years respectively There were no hedged forecasted transactions other than the receipt or payment of variable interest

payments for the year ended December 31 2008

The following table presents the components of accumulated other comprehensive income loss before income tax related to cash flow

hedges

Accumulated other comprehensive income loss balance at January

Gains losses deferred in other comprehensive income loss on the effective portion of cash

flow hedges 51
Amounts reclassified to net derivative gains losses 65

Amounts reclassified to net investment income

Amounts reclassified to other expenses

Amortization of transition adjustment

Accumulated other comprehensive income loss balance at December 31 $59

Years Ended December 31

2010 2009 2008

In millions

$76 82 $270

221 203

54 140

76 82

Foreign currency

swaps

Net Derivative

Gains Losses
Recognized-

for Derivatives

Net Derivative Gains

Losses Recognized
for Hedged Items

In millions

Ineffectiveness

Recognized In

Net Derivative

Gains Losses

Foreign currency

swaps
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Amount of Gains

Losses Deferred

in Accumulated Other

Comprehensive Income

Loss on Derivatives

Amount and Location

of Gains Losses
Reclassified from

Accumulated Other Comprehensive

Income Loss into Income Il_oss

Effective Portion

Net Derivative Net Investment Other

Gains Losses Income Expenses

In millions

Amount and Location

of Gains Losses
Recognized in Income Loss

on Derivatives

Ineffective Portion and

Amount Excluded from

Effectiveness Testing

Net Derivative Net Investment

Gains Losses Income

Amount and Location

of Gains Losses
Reclassified From

Accumuisted Other

Comprehensive

Income

Loss into Income
Loss

Effective Portion

Net Investment Gains

Losses

Years Ended

Years Ended December 31 December 31

2010 2009 2008 2010 2009 2008

In millions

$338 59

76 63

At December31 2010 $3 million of deferred net losses on derivatives in accumulated other comprehensive income loss was expected

to be reclassified to earnings within the next 12 months

The-following table presents the effects of derivatives in cash flow hedging relationships on the consolidated statements of operations and

the consolidated statements of equity for the years ended December 31 2010 2009 and 2008

Derivatives in Cash Iow ____________________________
Hedging Relationships

Effective Portion

Forthe Year Ended

December 31 2010

Interest rate swaps 13

Foreign currency swaps 34

Interest rate forwards 11

Credit forwards
19

Total $51

For the Year Ended

December 31 2009

Interest rate swaps 45

Foreign currency swaps 319

interest rate forwards 147

Credit forwards

Total $221

For the Year Ended

December 31 2008

Foreign currency swaps $203

$_ $1 $3

79
14

$65 $4 $1

$_ $4 $2

133

79

54 $3

$140 $10

Hedges of Net Investments in Foreign Operations

The Company uses foreign exchange contracts which may include foreign currency swaps forwards and options to hedge portions of its

net investments in foreign operations against adverse movements in exchange rates The Company measures ineffectiveness on these

contracts based upon the change in forward rates In addition the Company may also use non-derivative financial instruments to hedge

portions of ith net investments in foreign operations against adverse movements in exchange rates The Company measures ineffectiveness

on non-derivative financial instruments based upon the change in spot rates

When net investments in foreign operations are sold or substantially liquidated the amounts in accumulated other comprehensive income

loss are reclassified to the consolidated statements of operations while pro rata portion will be reclassified upon partial
sale of the net

investments in foreign operations

The following table presents the effects of derivatives and non-derivative financial instruments in net investment hedging relationships in

the consolidated statements of operations and the consolidated statements of equity for the years ended December 31 2010 2009 and

2008

Derivatives and Non-Derivative Hedging Instruments in Net

Investment Hedging RelationshipS

Amount of Gains Losses
Deferred in Accumulated

Other Comprehensive

Income Loss
Effective Portion

Foreign currency forwards
$1 67 $244

Foreign currency swaps
18

Non-derivative hedging instruments _i _.L

Total
$183 $299

81

$495

11

$133
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During the years ended December 31 2010 and 2008 there were no sales or substantial liquidations of net investments in foreign

operations that would have required the reclassification of gains or losses from accumulated other comprehensive income loss into

earnings During the year ended December 31 2009 the Company substantially liquidated through assumption reinsurance see

Note the portion of its Canadian operations that was being hedged in net investment hedging relationship As result the Company

reclassified losses of $133 million from accumulated other comprehensive income loss into earnings

There was no ineffectiveness recognized for the Companys hedges of net investments in foreign operations

At December31 2010 and 2009 the cumulative foreign currency translation gain loss recorded in accumulated other comprehensive

income loss related to hedges of net investments in foreign operations was $223 million and $40 million respectively

Non-Qualifying Derivatives and Derivatives for Purposes Other Than Hedging

The Company enters into the following derivatives that do not qualify for hedge accounting or for purposes other than hedging interest

rate swaps implied volatility swaps caps and floors and interest rate futures to economically hedge its exposure to interest rates ii foreign

currency forwards swaps option contracts and future contracts to economically hedge its exposure to adverse movements in exchange

rates iii credit default swaps to economically hedge exposure to adverse movements in credit iv equity futures equity index options

interest rate futures TARs and equity variance swaps to economically hedge liabilities embedded in certain variable annuity products

swap spreadlocks to economically hedge invested assets against the risk of changes in credit spreads vi interest rate forwards to buy

and sell securities to economically hedge its exposure to interest rates vii credit default swaps and TRRs to synthetically create

investments vHi basis swaps to better match the cash flows of assets and related liabilities ix credit default swaps held in relation to

trading portfolios swaptions to hedge interest rate risk xi inflation swaps to reduce risk generated from inflation-indexed liabilities

xii covered call options for income generation xiii interest rate lock commitments xiv synthetic GICs and xv equity options to

economically hedge certain invested assets against adverse changes in equity indices

The following tables present the amount and location of gains losses recognized in income for derivatives that were not designated or

qualifying as hedging instruments

Net Net Policyholder
Derivative Investment Benefits Other Other

Gains Losses lncome1 and Claims2 Revenues3 Expenses4

In millions

For the Year Ended December 31 2010

Interest rate swaps 622 39 $172

Interest rate floors 144

Interest rate caps 185

Interest rate futures 77

Equity futures 58 25 314

Foreign currency swaps 52

Foreign currency forwards 250 55

Currency futures 23

Currency options 83

Equity options 683 16

Interest rate options 25

Interest rate forwards 74

Variance swaps 55
Credit default swaps 34

Total rate of return swaps 14

Total 139 $11 $275 $89 $4

For the Year Ended December 31 2009

Interest rate swaps $1700 13 $161

Interest rate floors 907

Interest rate caps 33

Interest rate futures 366

Equity futures 681 38 363

Foreign currency swaps 405

Foreign cuftency forwards 102 24

Currency options 36

Equity options 1713 68
Interest rate options 379

Interest rate forwards
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Single name credit default swaps corporate

Credit default swaps referencing indices ..... 20

Subtotal ..

Total

The rating agency designations are based on availability and the midpoint of the applicable ratings among Moodys SP and Fitch If no

rating is available from rating agency then an internally developed rating is used

Variance swaps

Swap spreadlocks

Credit default swaps

Total rate of return swaps

276

38

Net Net Policyholder
Derivative Investment Benefits Other

Gains Losses lncome1 and Claims2 Revenues3

In millions

13

11

Other

Expenses4

63

Total $6757 $158 $376 $165 $3

For the Year Ended December 31 2008 $6688 $240 $331 $146

Changes in estimated fair value related to economic hedges of equity method investments in joint ventures and changes in estimated fair

value related to derivatiyes held in relation to trading portfolios

Changes in estimated fair value related to economic hedges of variable annuity guarantees included in fuure policy benefits

Changes in estimated fair value related to derivatives held in connection with the Companys mortgage banking activities

Changes in estimated fair value related to economic hedges of foreign currency exposure associated with the Companys international

subsidiaries

Credit Derivatives

In connection with synthetically created investment transactions and credit default swaps held in relation to the trading portfolio the

Company writes credit default swaps forwhich it receives premium to insure credit risk Such credit derivatives are included within the non-

qualifying derivatives and derivatives for purposes otherthan hedging table If credit event occurs as defined by the contract generally the

contract will require the Company to pay the counterparty the specified swap notional amount in exchange for the delivery of par quantities of

the referenced credit obligation The Company maximum amount at risk assuming the value of all referenced credit obligations is zero was

$5 089 million and $3 101 million at December31 2010 and 2009 respectively The Company can terminate these contracts at anytime

through cash settlement with the counterparty at an amount equal to the then current fair value of the credit default swaps At December31

2010 and 2009 the Company would have received $62 million and $53 million respectively to terminate all of these contracts

The following table presents the estimated fair value maximum amount of future payments and weighted average years to maturity of

written credit default swaps at December31 2010 and 2009

December 31

Maximum Maximum
Estimated Amount Estimated Amount of

Fair of Future Weighted Fair Value Future Weighted
Value of Credit Payments under Average of Credit Payments under Average

Rating Agency Designation of Referenced Default Credit Default Years to Default Credit Default Years to
Credit Obligations Swaps Swaps2 Maturity3 Swaps Swaps2 Maturity3

in millions

2010 2009

Aaa/Aa/A

Single name credit default swaps corporate

Credit default swaps referencing indices

Subtotal

Baa

Single name credit default swaps corporate

Credit default swaps referencing indices

Subtotal

Ba

Single name credit default swaps corporate

Credit default swaps referencing indices

Subtotal

$5
45

50

12

175

2676

2851

43

34

35

47 3.8 $5

2928 3.7

3398 3.7

735 43

931 5.0

1666 47

25 4.4

25

195 4.8

10 5.0

205 4.8

25

4.4 25

$5089

5.0

5.0

5.0

5.0

3.6

20

4.1 $3101
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Assumes the value of the referenced credit obligations is zero

The weighted average years to maturity of the credit default swaps is calculated based on weighted average notional amounts

The Company has also entered intg credit default swaps to purchase credit protection on certain of the referenced credit obligations in the

table above As result the maximum amounts of potential future recoveries available to offset the $5089 million and $3 101 million from the

table above were $120 million and $31 million at December 31 2010 and 2009 respectively

Credit Risk on Freestanding Derivatives

The Company may be exposed to credit-related losses in the event of nonperformance by counterparties to derivative financial

instruments Generally the current credh exposure of The Companys derivative contracts is limited to the net xsitive estimated fair value

of derivative contracts at the reporting date after taking into consideration the existence of netting agreements and any collateral received

pursuant to Credit support annexes

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 single net payment to be made by

one counterparty to another at each due date and uan terriiinatibn Becauseexchange-traddd futures are effected through regulated

exchanges and positions are marked to market on daily basis the Company has minimal exposure to credit-related losses in the event of

nonperformance by counterpartiesto such derivative insfruments See Note for description of the impact dt credit risk on the valuation of

derivative instruments

The Company enters into various collateral arrangements which require both the pledging and accepting-of collateral in connection with

its derivative instruments At December 31 2010 and 2009 the Company was obligated to return cash collateral under its control of

$2625 million and $2680 million respectively This unrestricted cash collateral is included in cash and cash equivalents or- in short-term

investments and the obligation to return it is included in payables for collateral under securities leaned and other transactions in the

consolidated balance sheets At December 31 2010 and 2009 the Company had also accepted collateral consisting of various securities

with fair market value Qf $984 million and $221 million respectively which were held in separate custodial accounts The Company is

permitted by contract to sell or repledge this collateral but at December 31 2010 none of the collateral had been sold or repledged

The Companys collateral arrangements for its over the counter derivatives generally require the counterparty in net liability position

after considering the effect of netting agreements to pledge collateral when the fair value of that counterparty derivatives reaches pre

determined threshold Certain of these arrangements also include credit contingent provisions that provide for reduction of these

thresholds on sliding scale that converges toward zero in the event of downgrades in the credit ratings of the Company and/or the

counterparty In addition certain of the Company netting agreements for derivative instruments contain provisions that require the Company

to maintain specific investment grade credit rating from at least one of the maiorcredit rating agencies If the Company credit ratings were

to fall below that specific investment grade credit rating it would be in violation of these provisions and the counterparties to the derivative

instruments could request immediate payment or demand immediate and ongoing full overnight collateralization on derivative instruments

that are in net liability position after considering the effect of netting agreements

The following table presents the estimated fair value of the Company over the counter derivatives that are in net liability position after

considering the effect of netting agreements tdgether with the estimated fair value and balance sheet location of the collateral pledged The

table also presents the incremental collateral that the Company would be required to provide if there was one notch downgrade in the

Companys credit rating at the raporting date or if the Compârii credit ratingsUstained downgrade to level that triggered full dverhight

collateralization or termination of the derivative position at the reporting date Derivatives that are not subject to collateral agreements are not

included in the scope of this table
Estimated Estimated

Fair Vaiue1 of Fair Value of

Derivatives in Net Collateral Fair Value of incremental Collateral

Liability Position Provided Provided Upon

Downgrade in the

One Notch Companys Credit Rating

Downgrade to Level that Triggers

in the Full Overnight

Companys Coilateralization or

Fixed Maturity Credit Termination

Securities2 Caah3 Rating of the Derivative Position

In millions

December 31 2010

Derivatives subject to credit-contingent provisions $1167 $1024 $99 $231

Derivatives not subject to credit-contingent

provisions
22 43

Total $1189 $1024 $43 $99 $231

December 31 2009

Derivatives subject to credit-contingent provisions $1163 $1017 $90 $218

Derivatives not subject to credit-contingent

provisions ............................ 48 42

Total $1211 $1059 $90 $218

After taking into consideration the existence of netting agreements

Included in fixed maturity securities in the consolidated balance sheets The counterparties are permitted by contract to sell or repledge

this collateral
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Included in premiums reinsurance and other receivables in the consolidated balance sheets

Without considering the effect of netting agreements the estimated fair value of the Companys over-the-counter derivatives with credit-

contingent provisions that were in gross liability position at December31 2010 was $1 742 million At December31 2010 the Company

provided securities collateral of $1 024 million in connection with these derivatives In the unlikely event that both the Companys credit

rating was downgraded to level that triggers full overnight collateralization or termination of all derivative positions and ii the Companys

netting agreements were deemed to be legally unenforceable then the additional collateral that the Company would be requiredto provide to

its counterparties in connection with its derivatives in gross liability position at December31 2010 would be $718 million This amount does

not consider gross derivative assets of $575 million for which the Company has the contractual right of offset

The Company also has exchange-traded futures and options which require the pledging of collateral At December31 2010 and 2009
the Company pledged securities collateral for exchange traded futures and options of $40 million and $50 million respectively which is

included in fixed maturity securities The counterparties are permitted by contract to sell or repledge this collateral At December31 2010

and 2Q09 the Company provided cash collateral for exchange-traded futures and options of $662 million and $562 million respectively

which is included in premiums reinsurance and other receivables

Embedded Derivatives

The Company has certain embedded derivatives that are required to be separated from their host contracts and accounted for as

derivatives These host contracts principally include variable annuities with guaranteed minimum benefits including GMWBs GMABs and

certain GMIBs ceded reinsurance contracts of guaranteed minimum benefits related to GMABs and certain GMIBs and funding agreements

with equity or bond indexed crediting rates

The following table presents the estimated fair value of the Companys embedded derivatives at
December 31

2010 2009

In millions

Net embedded derivatives within asset host contracts

Ceded guaranteed minimum benefits 185 76

Options embedded in debt or equity securities 57 37

Netembedded derivatives within asset host contracts 128 39

Net embedded derivatives within
liability host contracts

Direct guaranteed minimum benefits $2556 $1 500

Other 78

Net embedded derivatives within liability host contracts $2634 $1 505

The following table presents changes in estimated fair value related to embedded derivatives

Years Ended December 31

2010 2009 2008

In millions

Net derivative gains losses1 $387 $1758 $2650
Policyholder benefits and claims 114 182

The valuation of guaranteedminimum benefits includes an adjustment for nonperformance risk Included in net derivative gains losses
in connection with this adjustment were gains losses of $96 million $1932 million and $2994 million for the years ended

December 31 2010 2009 and 2008 respectively Net derivative gains losses for the year ended December 31 2010 included

loss of $955 million relating to refinement for estimating nonperformance risk in fair value measurements implemented at June 30 2010

See Note
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Fair Value

Considerable judgment is often required in interpreting market data to develop estimates of fair value and the use of different assumptions

or valuation methodologies may have material effect on the estimated fair value amounts

Assets and Liabilities Measured at Fair Value

Recurring Fair Value Measurements

The assets and liabilities measured at estimated fair value on recurring basis including those items for which the Company has elected

the FVO were determined as described below These estimated fair values and their corresponding placement in the fair value hierachy are

summarized as follows
December 31 2010

Fair Value Measurements at Reporting Date Using

Quoted Prices In

Active Markets for Significant Total

Identical Assets Significant Other Unobservable Estimated

and Liabilities Observable Inputs Inputs Fair

Level Level Level Vaue

In millions

Assets

Fixed maturity securities

US corporate securities 85419 7149 92568

Foreign corporate securities 62401 5777 68178

RMBS 274 43037 1422 44733

Foreign government securities 149 40092 3159 43400

U.S Treasury agency and government guaranteed securities 14602 18623 79 33304

CMBS 19664 1011 20675

ABS 10142 4148 14290

State and political subdivision securities 10083 46 10129

Other fixed maturity securities

Total fixed maturity securities 15025 289464 22795 327284

Equity securities

Common stock 832 1094 268 2194

Non-redeemable preferred stock 507 905 1412

Total equity securities 832 1601 1173 3606

Trading and other securities

Actively Traded Securities 453 10 463

FVO general account securities 54 77 131

FVO contractholder-directed unit-linked investments 6270 10789 735 17794

FVO securities held by consolidated securitization entities 201 201

Total trading and other securities 6270 11497 822 18589

Short-term investments1 3026 4681 858 8565

Mortgage loans

Mortgage loans held by consolidated securitization entities 840 840

Mortgage loans held-for-sale2 2486 24 2510

Total mortgage loans 9326 24 9350

MSRs3 950 950

Other invested assets investment funds 373 121 494

Derivative assets

Interest rate contracts 131 3583 39 3753

Foreign currency contracts 1711 74 1787

Credit contracts 125 50 175

Equity market contracts 23 1757 282 2062

Total derivative assets 156 7176 445 7777

Net embedded derivatives within asset host contractss 185 185

Separate account assets6 25660 155589 2088 183337

Total assets $51342 $479455 $29340 $560137
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December 31 2010

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant 1otal

Identical Assets Significant Other Unobservable Estimated
and Liabilities Observable Inputs Inputs Fair

Level Level Level Value

In millions

Liabilities

Derivative liabilities

Interest rate contracts 35- 1598 125 1758

Foreign currency contracts 1372 373

Credit contracts 101 107

Equity market contracts 10 1174 140 1324

Total derivative liabilities 45 4245 272 4562
Net embedded derivatives within liability host contractss 11 2623 2634

Long-term debt of consolidated securitization entities 6636 184 6820

Trading liabilities7 46 46

Total iabilities 91 10892 3079 14062

See Variable Interest Entities in Note for discussion of CSEs included in the table above
December31 2009

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant Total

Identical Assets Significant Other Unobservable Estimated
and Liabilities Observable Inputs Inputs Fair

Level Level Level Value

In millions

ASSets

Fixed maturity securities

U.S corporate securities 65493 6694 72187

Foreign corporate securities 32738 5292 38030
RMBS 42180 1840 44020

Foreign government securities 306 11240 401 11 947

U.S Treasury agency and government guaranteed securities 10951 14459 37 25447
CMBS 15483 139 15622
ABS 10450 2712 13162
State-and

political subdivision securities 7139 69 7208
Other fixed maturity securities 13 19

Total fixed maturity securities 11257 199195 17190 227642

Equity securities

Common stock 490 995 136 1621
Non-redeemable preferred stock 359 1104 1463

Total equity securities 490 1354 1240 3084

Trading and other securities 1886 416 83 2384
Short-term investments1 5650 2500 23 8173

Mortgage loans held-for-sale2 2445 25 2470

MSRs3 878 878

Derivative assets4 103 5600 430 6133
Net embedded derivatives within asset host contractss 76 76

Separate account assets6 17601 129545 1895 149041

Total assets $36987 $341054 $21840 $399881

Liabilities

Derivative liabilities4 51 3990 74 4115
Net embedded derivativeC within

liability host contractss 26 1531 1505

Trading liabilities7 106 106

Total liabilities 157 3964 1605 5726
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Short-term investments as presented in the tables above differ from the amounts presented in the consolidated balance sheets because

crtain short-term investments are not measureda eathnäted fair value e.g time deposits etc and therefore are excluded from the

tables prdeŁnted above

Mortgage loans held-for-sale as presented in the.tables.above differ from the amount presented in the consolidated balance sheets as

these tables only include residential mortgage loans held-for-sale measured at estimated fair value on recurring basis

MSR5 are presented within other invested assets in the consolidated balance sheets

Derivative assets are presented within other invested assets in the consolidated balance sheets and derivative liabilities are presented

within other liabilities in the consolidated balance sheets The amounts are presented gross in the tables above to reflect the presentation

in the consolidated balance sheets but are presented net for purposes of the roliforward in the Fair Value MeasurementsUsing Significant

Unobservable Inputs Level tables which follow At December 31 2010 and 2009 certain non-derivative hedging instruments of

$185 million and $0 respectively which are carried at amortized cost are included with the liabilities total in Note but excluded from

derivative liabilities in the tables above as they are not derivative instruments

Net embedded derivatives within asset host contracts are presented within premiums reinsurance and other receivables in the

consolidated balance sheets Net embedded derivatives within liability host contracts are presented primarily within policyholder

account balances in the consolidated balance sheets At December 31 2010 fixed maturity securities and equity securities also

included embedded derivatives of $5 million and $62 million respectively At December 31 2009 fixed maturity securities and equity

securities included embedded derivatives of $0 end $37 million respectively

Separate account assets are measured atestimated fair value Investment performance related tO separate account assets is fully offset

by correspqndiqg amounts credited to corjtractholders whose liability
is reflected within separate account liabilities Separate account

liabilities are Cet equal to the estimated fair value of separate account assets

Trading libilitigar presented within ottdrlibiitisin the consolidated balance sheets

The methods and assumptiorisased to estimAte the fair value of financial instruments are summarized as follows

Fixed Maturity Securities Equity Securities irading and Other Securities and Short-term Investments

When available the estimated fair value of the Companys fixed maturity equity and trading and other securities are based on quoted

prices in active markets that are readily and regularly obtainable Generally these are the most liquid of the Companys securities holdingsand

valuatipn of these securities does not involve management judgment

When quoted prices in active markets are not available the determination of estimated fair value is based on market standard valuation

methodologies The market stAndard valuation methodologies utilized include discounted cash flow methodologies matrix pricing or other

similar techniques The inputs in applying these market standard valuation methodologies include but are not limited to interest rates credit

standing of the issuer or counterparty industry sector of the issuer coupon rate call provisions sinking fund requirements maturity and

managements assumptions regarding estimated duration liquidity and estimated future cash flows Accordingly the estimated fair values

are based on available market information and managements judgments about financial instruments

The significantinputs to the market standard valuation methodologies for certain types of securities with reasonable levels of price

transparency are inputs that Are observable in the market or can be derived principally from or corroborated by observable market data Such

observable inputs include benchmarking prices for similar assets in active markets quoted prices in markets that are not active and

observable yields and spreads in the market

When observable inputs are not available the rtiarket standard valuation methodologies for determining the estimated fair value of certain

types of securities that trade infrequently and therefore have little or no price transparency rely on inputs that are significant to the estimated

fair value that are not observable in the market or cannot be derived principally from or corroborated by observable market data These

unobservable inputs can be based in large part on management judgment or estimation and cannot be supported by reference to market

activity Even though unobservable these inputs are assumed to be consistent with what other market participants would use when pricing

such securitiesand are considered appropriate given the circumstances

The estimated fair value of RIO securities held by CSE5 is determined on basis consistent with the methodologies described herein for

fixed maturity securities and equity securities As discussed in Note the Company adopted new guidance effective January 2010 and

consolidated certain securitization entities that hold securities that have been accounted for under the RIO and classified within trading and

other securities

The use of different methodologies assumptions and inputs may have material effect on the estimated fair values of the Companys

securities holdings

Mortgage Loans

Mortgage loans presented in the tables above consist of commercial mortgage loans held by CSE5 and residential mortgage loans

held-for-sale for which the Company has elected the RIO and which are carried at estimated fair value As discussed in Note the Company

adopted new guidance effective January 2010 and consolidated certain securitization entities that hold commercial mortgage loans See

Valuation Techniques and Inputs by Level Within the Three-Level Fair Value Hierarchy by Major Classes of Assets and Liabilities below for

discussion of the methods and assumptions used to estimate the fair value of these financial instruments

MSRs

Although MSRs are not financial instruments the Company has included them in the preceding table as result of its election to carry

MSR5 at estimated fair value See Valuation Techniques and Inputs by Level Within the Three-Level Fair Value Hierarchy by Major Classes

of Assets and Liabilities below for discussion of the methods and assumptions used to estimate the fair value of these financial instruments
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Other Invested Assets Investment Funds

The estimated fair value of these investment funds is determined on basis consistent with the methodologies described herein for trading

and Other securities

DOrivatives

The est1rrated fdir value of derivatives is determined through thd use of quoted market prices for exchange-traded derivatteh and interest

rate forwards to sell certain to be announced securities or through the use of pricing models for over-the-counter derivatived The

deterriiination of estimated fair value when quoted market values are not available is based on market standard valutibn methodologies and

ipputs that are assumed to be consistent with what other market participants would use wheh pricing the instruments Derivative valuations

can be affected by changes in interest rates foreign currency exchange rates financial indices credit spreads default risk including the

countrparties to the contract volatility liquidity and changes in estimates and assumptions used in the pricing models

The sinificant inputs to the pricing models for most over-the-counter derivatives are inputs that are observable in the market or can be

derived principally from or orroborated by observable market data Significant inputs that are observable generally include interest rates

foren currency exchange rates interest rate curves credit curves and volatility Hovever certain over-the-counter derivatives may rely on

inuts that are significant to the estimated fair value that are not observable in the market or cannot be derived principalli from or corroborated

by observable market data Significant inputs that are unobservable generally include independent broker quotes credit cprrelation

assumptions references to emerging market currencies and inputs that are outside the observable portion of the interest rate curve credit

curve volatility or other relevant market measure These unobservable inpyts may involve significantmanagement judgment or estimation

Even though unobservable these inputs are based on assumptions deemed appropriate given the circumstances and are assumed to be

consistent with what other market particjpants would use when pricing such instrumenta

The credit risk of both the dounterparty ahd the Company are considered in determinir the estimated fair value for all over-the-counter

derivafives and any potential predit adjustment is based on the net exosure by counterparty after taking into account the effects of netting

agreements and collateral arrangements The bompÆhy values its derivative pOsitions using the standard swap curve which includes

spread to the risk free rate This credit spread is appropriate forthose parties that execute trades at pricing levels consistent with the standard

swap curve As the Company and its significant derivative counterparties consistently execute trades at such pricing levels additional credit

risk adjustments are notburrently required ih the valuatidh process The Companys ability to consistently execute at such pricing levels is in

part doe to the netting aerdements and collateral ahangements that are in place with all of its significant derivative counterparties The

evalotion of the requirern1entto make additional credit risk adjuatments is performed by the Company each reporting period

Abst inputs for over-thb-countØr derivatives are mid market inputs but in certain cases bid level inputs are used when they are deemed

more representative of exit value Market liquidity as well asthe use of different methodologies assumptions and inputs may have material

effect on the estimated fair values of the Companys derivatives and could materially affect net income

Embedded Derivatives Within Asset and Liability Host Contracts

Embedded derivativds principally include certain direct assumed and ceded variable annuity guarantees and equity or bond indexed

crediting rates within certain funding agreements Embedded derivatives are recordedin the consolidated financial statements at estimated

fair value with changes in estimated fair value reported net income

The Company issues certain variable annuity products with guaranteed minimum benefit guarantees GMWBs GMABs and certain GMIB5

are embedded derivatives which are measured at estimated fair value spparately from the host variable annuity contract with changes in

estimated fair value reported in net derivative gains losses These embedded derivatives are classified within policyholder account balances

in the consolidated balance sheets

The fair value of these guarantges is estimated using the present value of future benefits minus the present value of future fees using

actuaraiand capital market àssuraptions rlated to the projected cash flows over the expected lives of the contraCts Arisk neutral vglution

methodology is used under which the cash flows from the guarantees are projected under multiple capital market scenarios using obsdrtjable

riCkfree rates currency exchange rates and observable and estimated implied volatilitles

Jhe valuation of these guarantee liabilities includes adjustments fo nonperformance risk and for risk rdargin relatedto non-capital market

inputs Both of these adjustments are captured as components of the spread which when combined with the risk free rate is used to

djscount the cash flows of the liability for purposes of determining its fair value

The nonperformance adjustment is determined by taking into consideratiOn publicly available information relating tospreads in the

secondary market for the Holding Companys debt including related credit default swaps These observable spreads are then adjusted as

necessary to reflect the priority of these liabilitieC and the claims paying ability of the issuing insurance subsidiaries compared to the Holding

Company
Risk margins are established to capture the non-capital market risks of the instrument which represent the additional compensation

market partcipant would require to assume the risks related to the uncertainties of such actuarial aCsumptions as annuitization premium

persistency partial
wihdrawal and surrenders The establishment of risk margins requires the use of significant management judgment

including assumptions of the amount and cost of capital needed to cover the guarantees These guarantees may be more costly than

expected in volatile or declining equity markets Market conditions including but not limited to changes in interest rateC equity indloest

market volatility and foreign cqrreycy exchange rates changes in nonperformance risk and variations in actuarial assumptions regarding

policyholder behavior mortality and risk margins related to non-capital market inputs may result in significant fluctuations in the estimated fair

value of the guarantees that could materially affect net income

The Company ceded the risk associated with certain of the GMIB and GMAB described above These reinsurance contracts contain

embedded derivatives which are included in premiums reinsurance and other receivables in the consolidated balance sheets with changes

in estimated fair value reported in net derivative gains losses or policyholder benefits and claims depending on the statement of operations
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classification of the direct risk The value of the embedded derivatives on the ceded risk is determinedusing methodology consistent with

that described previously for the guarantees directly written by the Company

As part of its regular review of critical accounting estimates the Company periodically assesses inputs for estimating nonperformance risk

commonly referred to as own credit in fair value measurements During the second quarter of 2010 the Company completed study that

aggregated and evaluated data including historical recovery rates of insurance companies as well as policyholder behavior observed over

the past two years as the recent financial crisis evolved As result at the end of the second quarter of 2010 the Company refined the way in

which its insurance subsidiaries incorporate expected recovery rates into the nonperformance risk adjustment for purposes of estimating the

fair value of investment type contracts and embedded derivatives within insurance contracts The Company recognized loss of $577 mu

lion net of DAC and income tax relating to implementing the refinement at June30 01 The refinement reduced both basic and diluted net

income available to MetLife Inc common shareholders per common share by $0 65 for the year ended December 31 2010

The estimated fair value of the embedded derivatives within funds withheld relathd to certain ceded reinsurance is determined based on

the change in estimated fair value of the underlying assets held by the Company in reference portfolio backing the funds withheld liability

The estimated fair value of the underlying assets is determined as described above in Fixed Maturity Securities Equity Securities Trading

and Other Securities and Short term Investments The estimated fair value of these embedded derivatives is included along with their funds

withheld hosts in other liabilities in the consolidated balance sheets with changes in estimated fair value recorded in net derivative gains

losses Changes in the credit spreads on the underlying assets interest rates and market volatility may result insignificant fluctuations in the

estimated fair value of these embedded derivatives that could materially affect net income

The estimated fair value of the embedded equity and bond indexed derivatives contained in certain funding agreements is determined

using market standard swap valuation models and observable market inputs including an adjustment for nonperformance risk The estimated

fair value of these embedded derivatives are included along with their funding agreements host within policyholder account balances with

changes in estimated fair value recorded in net derivative gains losses Changes in equity and bond indices interest rates and the

Company credit standing may result in significant fluctuations in the estimated fair value of these embedded derivatives that could materially

affect net income

-Separate Account Assets

Separate account assets are carried at estimated fair value and reported as summarized total on the consolidated balance sheets The

estimated fair value of separate account assets is based on the estimated fair valuaof the underlying assets owned by the separate account

Assets within the Companys separate accounts ipclude mutual funds fixed maturity securities equity securities mortgage loans

derivatives hedge funds other limited partnership interests short-term investments and cash and cash equivalents See Valuation

Techniques and Inputs by Level Within the Three Level Fair Value Hierarchy by Major Classes of Assets and Liabilities below for discussion

of the methods and assumptions used to estimate the fair value of these -financial instruments

Long-term Debt of CSEs

The Company has elected theFVOforthe long-term debt of CSE5 which are carried at estimated fairv See Valuation Techniques

and Inputs by Level Within the Three Level Fair Value Hierarchy by Major Classes of Assets and Liabilities below for discussion of the

methods and assumptions used to estimate the fair value of these financial instruments

Trad1nLiabi/it/es

Trading liabilities bre recorded at estimated fair value with subseuent changes in estimated fair value recognized in net investment

inconle The eStimated fair value of tradin liabilities is determined on basis consistent with the methodologies deScribed in Fixed

Maturity Securities Equity Securities and Trading and Other Securities

Valuation Techniques and Inputs by Level Within the Three Level Fair Value Hierarchy by Major Classes of Assets and

Liabilities

description of the significant valuation techniques and inputs to the determination of estimated fair value for the more significant asset

and
liability

classes measured at fair value on recurring basis is as follows

The Company determines the estimated fair value of its investments using primarily the market approach and the income approach The

use of quoted prices for identical assets and matrix pricing or other similar techniques are examples of market approaches while the use of

discounted cash flow methodologies is an example of the income approach The Company attempts to maximize the use of observable inputs

and minimize the use of unobservable inputs in selecting whether the market or income approach is used

While certain investments have been classified as Level from the use of unadjusted quoted prices for identical investments supported by

high volumes of trading activity and narrow bid/ask spreads most investnlents havebeen classified as Level becaude the significant inputs

used to measure the fair value ona recurring basis of the same or similar investment are market observable or can be corroborated using

market observable information for the full term of the investment Level investments include those where estimated fair values are based on

significant unobservable inputs that are supported by little or no market activity and may reflect our own assumptions about what factors

market participants would use in pricing these investments

Level Measurements

Fixed MØturity Securities Equity Securities Trading and Other Seóurities and Short-term Investments

These securities are comprised ef U.S Treasury agency and government guaranteed fixed maturity securities foreign government

securities RMBS principally to-be-announced securities exchange traded common stock exchange traded mutual fund interests

included in equity securities exchange traded registered mutual fund interests included in trbdingand other securities and Short-term money

market secuHties including U.S Treasury bills Valuation of these securities is based on unadjUsted quoted prices in active markets that are

readily and
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regularly available Contractholder-directed unit-linked investments reported within trading and other securities include certain registered

mutual fund interests priced using daily NAV provided by the fund managers

Derivative Assets and Derivative Liabilities

These assets and liabilities are comprised of exchange-traded derivatives as well as interest rate forwards to sell certain to be announced

securities Valuation of these assets and liabilities is based on unadjusted quoted prices in active markets that are readily and regularly

available

Separate Account Assets

These assets are comprised of securities that are similar in nature to the fixed maturity securities equity securities and short-term

investments referred to above and certain exchange-traded derivatives including financiatfutures and ownbd options Valuation is based on

unadjusted quoted prices in active markets that are readily and regularly available

Level Measurements

Fixed Maturity Securities Equity Securities Trading and Other Securities and Short-term Investments

This level includes fixed maturity securities and equity securities priced principally by independent pricing services using observable

inputs Trading and other securities and short-term investments within this level are of slirillar dature and class to the Level securities

described below accordingly the valuation techniques and significant market standard Observable inputs used in their valuation are also

similarto those described below Contractholder-directed unit-linked investments reported within trading and other securities include certain

mutual fund interests without readily determinable fair values given prices are not published publicly Valuation of these mutual funds is based

upon quoted prices or reported NAV provided by the fund managers which were based on observable inputs

U.S corporate and foreign corporate securities These securities are principally valued using the market and incom approaches

Valuation is based primarily on quoted prices in markets that are not active or using matrix pricing or other similar techniques that use

standardmarket observable inputs such as benchmark yields spreads off benchmark yields new issuances issuer rating duration

and trades of identical or comparable securities Investment grade privstely placed securities are valued using discounted cash flow

methodologies using standard market observable inputs and inputs derived from or corroborated by market observable data including

market yield curve duration call provisions observable prices and spreads for similar publicly traded or privately traded issues that

incorporate the credit quality and industry sector of the issuer This level also includes certain below investment grade privately placed

fixed maturity securities priced by independent pricing services that use observable inputs

Structured securities Comprised of RMBS CMBS and ABS These securities are principally valued using the market approach

Valuation is based primarily on matrix pricing or other simiar techniques using standard market inputs including spreads for actively

traded securities spreads off benchmark yields expected prepayment speeds and volumes current and forecasted loss severity

rating weighted average coupon weighted average maturity average delinquency rates geographic region debt service coverage

ratios and issuance specific information including but not limited to collateral type payment terms of the underlying assets payment

priority withid the tranche structure of the security deal performance and vintage of loans

U.S Treasury agenOy and government guarahteed securities These securities are principally valued using the market approach

Valuation is based primarily on quoted prices in markets that are not active or using matrix pricing or other similar techniques using

standard marketob5ervable inputs such as benchmark U.S Treasury yieldcurve the spread off the U.S Treasury curve forthe identical

security and comparable securities that are actively traded

Foreign government and state and political subdivision securities These securities are principally valued using the market approach

Valuation is based primarily on matrix pricing or other similar techniques using standard market observable inputs including benchmark

U.S Treasury or other yields issuer ratings broker-dealer quotes issuer spreads and reported trades of similar securities including

those within the same sub-sector or with similar maturity or credit rating

Common Ond non-redeemable preferred stock These securities are principally valued using the market approach where market

quotes are available but are nOt considered actively traded.Valuation is based principally on observable inputs including quoted prices in

markets that are not considered active

Mortgage Loans Held by CSEs
These commercial mortgage loans are principally valued using the market approach The principal market icr these commercial loan

portfolios is the securitization market The Company uses the quoted securitiation market price of the obligations of the CSE5 to determine

the estimated fair value of these commercial loan portfolios These market prices are determined principally by independent pricing services

using observable inputs

Mortgage Loans Held-For-Sale

Residential mortgage loans held-for-sale are principally valued using the market approach and valued primarily using readily available

observable pricing for similar loans or securities backed by similar loans The unobservable adjustments to such prices are insignificant

Derivative Assets and Derivative Liabilities

This level includes all types of derivative instruments utilized by the Company with the exception of exchange traded derivatives and

interest rate forwards to sell certain to be announcedsecurities inCluded within Level and those derivative instruments with unobservable

inputs as described in Level These derivatives are principaty valued using an income approach

Interest rate contracts

Non-option-based Valuations are based on present value techniques which utilize significant inputs that may include the swap yield

curve LIBOR basis curves and repurchase rates
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Option-based Valuations are based on option pricing models which utilize significant inputs that may include the swap yield curve

LIBOR basis curves and interest rate volatility

Foreign currency contracts

Non-option-based Valuations are based on present value techniques which utilize significant inputs that may include the swap yield

curve LIBOR basis curves currency spot rates and cross currency basis curves

Option-based Valuations are based on option pricing models which utilize significant inputs that may include the swap yield curve

LIBOR basis curves currency spot rates cross currency basis curves and currency volatility

Credit contracts

Non-option-based Valuations are based on present value techniques which utilize significant inputs that may include the swap yield

curve credit curves and recovery rates

Equity market contracts

Non-option-based Valuations are based on present value techniques which utilize significant inputs that may include the swap yield

curve spot equity index levels and dividend yield curves

Option based Valuations are based on option pricing models which utilize significant inputs that may include the swap yield curve

spot equity index levels dividend yield curves and equity volatility

Embedded Derivatives Contained in Certain Funding Agreements

These derivatives are principally valued using an income approach Valuations are based on present value techniques which utilize

significant inputs that may include the swap yield curve and the spot equity and bond index level

Separate Aócount Assets

These assets are comprised of investments that are similar in nature to the fixed maturity securities equity securities short-term

investments and derivatives referredto above Also included are certain mutual funds and hedge funds without readily determinable fair

values given prices are not published publicly Valuation of the mutual funds and hedge funds is based upon quoted prices or reported NAV

provided by the fund managers

Long-term Debt of CSE5
The estimated fair value of the long-term debt of the Companys CSEs is based on quoted prices when traded as assets in active markets

or if not available based on market standard valuation methodologies consistent with the Companys methods and assumptions used to

estimate the fair value of comparable fixed maturity securities

Level Measurements

In general investments classified within Level use many of the same valuation techniques and inputs as described above However if

key inputs are unobservable or if the investments are less liquid and there is very limited trading activity the investments are generally

classified as Level The use of independent non-binding broker quotations to value investments generally indicates there is lack of liquidity

or the general lack of transparency in the process to develop the valuation estimates generally causing these investments to be classified in

Level

Fixed Maturity Securities Equity Securities Trading and Other Securities and Short-term Investments

This level includes fixed maturity securities and equity securities priced principally by independent broker quotations or market standard

valuation methodologies using inputs that are not market observable or cannot be derived principally from or corroborated by observable

market data Trading and other securities and short-term investments within this level are of similarnature and class to the Level securities

described below accordingly the valuation techniques and significant market standard observable inputs used in their valuation are also

similar to those described below

corporate and foreign corporate secunties These securities including financial services industry hybrid securities classified

within fixed maturity securities are principally valued using the market and income approaches Valuations are based primarily on matrix

pricing or other similar techniques that utilize unobservable inputs or cannot be derived principally from or corroborated by observable

market data including illiquidity premiums and spread adjustments to reflect industry trends or specific credit-related issues Valuations

may be based on independent non binding broker quotations Generally below investment grade privately placed or distressed

securities included in this level are valued using discounted cash flow methodologies which rely upon significant unobservable inputs

and inputs that cannot be derived principally from or corroborated by observable market data

Structured securities comprised of RMBS CMBS and ABS These securities are principally valued using the market approach

Valuation is based primarily on matrix pricing or other similar techniques that utilize inputs that are unobservable or cannot be derived

principally from or corroborated by observable market data or are based on independent non-binding broker quotations Below

investment grade securities and ABS supported by sub-prime mortgage loans included in this level are valued based on inputs including

quoted prices for identical or similar securities that are less liquid and based on lower levels of trading activity than securities classified in

Level and certain of these securities are valued based on independent non-binding broker quotations

Foreign government and state and political subdivision securities These securities are principally valued using the market approach

Valuation is based primarily on matrix pricing or other similar techniques however these securities are less liquid and certain of the inputs

are based on very limited trading activity

Common and non-redeemable preferred stock These securities including privately held securities and financial services industry

hybrid securities classified within equity securities are principally valued using the market and income approaches Valuations are based

primarily on matrix pricing or other similar techniques using inputs such as comparable credit rating and issuance structure Equity

securities valuations determined with discounted cash flow methodologies use inputs such as earnings multiples based on comparable
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public companies and industry-specific non-earnings based multiples Certain of thOse securities are valued based on independent

non-binding broker quotations

Mortgage Loans

Mortgage loans include residential mortgage loans held-for-sale for which pricing for similar loans or securities backed by similar loans is

not observable and the estimated fair value is determined using unobservable independent broker quotations or valuation models

MSAs

MSRs which are valued using an income approach are carried at estimated fair value and have multiple significant unobservable inputs

including assumptions regarding estimates of discount rates loan prepayments and servicing costs Sales ot MSR5 tend to occur in private

transactions where the precise terms and conditions of the sales are typically not readily available and observable market Oaluations are

limited As such the Company relies primarily on discounted cash flow model to estimate the fair value of the MSRs The model requires

inputs such as type of loan fixed vs variable and agency vs other age of loan loan interest rates and current market interest rates that are

generally observable The model also requires the use of unobservable inputs including assumptiods regarding estimates of discount rates

loan prepayments and servicing costs

Derivative Assets and Derivative Liabilities

These derivatives are principally valded using an ihcotne approach Valuations of non-option-based derivatives utilze present value

techniques whereas valuations of option-based derivatives utilize option pricing models These valuation methodologiesgeflerally use the

same inputs as dedcribed in the corresponding sections above for Level measurements of derivatives However these derivatives result in

LeveF3OlassificatiOn because one or more Of the significant injDuts
Ore not observable in thamarkot or cannot be derived principally from or

corrobOrated by observable market data

Interest rate contracts

Non option based Significant unobservable inputs may include pull through rates on interest rate lock commitments and the

extrapofation beyond observable limits of the swap yield curve and LIBOR basis curves

Option-based Significant unobservable inputs may include the mctrapolation beyond observable limits of the swap yield curve LIBOR

basjs cqrves qnd interest rate volatiJity

Foreign currency contracts

NOn-option-based Significant unobservable inputs may include the extrapolation beyond observable limits of the swap yield curve

LIBOR basis curves and iiross currency basis curves Certain of these derivatives are valued based on independent non binding broker

quotations

Option based Significant unobservable inputs may include curreflcy correlation and the extrapolation beyond observable limits of the

swap yield curve LIBOR basis curves cross currency basis curves and currency volatility

Credit contracts

Non-option-based Significant unobservable inputs may include credit correlation repurchase rates and the extrapolation beyond

observable limits of the swap yield curve and credit curves Certain of these derivatives are valued based on independent non-binding broker

quotations

Equity market contracts

Non-option-based Significant unobservable inputs may include the extrapolation beyond observable limits of dividend yield curves

Option-based Significant unobservable inputs may include the extrapolation beyond observable limits of dividend yield curves and

equity volatility Certain of these derivatives are valued based on independent non-binding broker quotations

Guaranteed Minimum Benefit Guarantees

These embedded derivatives are prinCipally valued using an income approach Valuations are based on option pricing techniques which

utilize significant inputs that may include swap yield curve currency exchange rates and implied volatilities These embedded derivatives

result in Level classification because one or more of the significant inputs are not observable in the market or cannot be derived principally

from or corroborated by observable market data Significant unobservable inputs generally include the extrapolation beyond observable

limits of the swap yield curve and implied volatilities actuarial assumptions for policyholder behavior and mortality and the potential variability

in policyholder behavior and mortality nonperformance risk and cost of capital for purposes of calculating the risk margin

Reinsurance Ceded on Certain Guaranteed Minimum Benefit Guarantees

These embedded derivatives are principally valued using an income approach Valuations are based on option pricing techniques which

utilize significant inputs that may include swap yield curve currency exchange rates and implied volatilities These embedded derivatives

result in Level classification because one or more of the significant inputs are not observable in the market or cannot be derived principally

from or corroborated by observable market data Significant unobservable inputs generally include the extrapolation beyond observable

limits of the swap yield curve and implied volatilities actuarial assumptions for policyholder behavior and mortality and the potential variability

in policyholder behavior and mortality counterparty credit spreads and cost of capital for purposes of calculating the risk margin

Embedded Derivatives Within Funds Withheld Related to Certain Ceded Reinsurance

These derivatives are principally valued using an income approach Valuations are based on present value techniques which utilize

significant inputs that may include the swap yield curve and the fair value of assets within the reference portfolio These embedded derivatives

result in Level classification because one or more of the significant inputs are not observable in the market or cannot be derived principally

from or corroborated by observable market data Significant unobservable inputs generally include the fair value of certain assets within the
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reference portfolio which are not observable in the market and cannot be derived principally from or corroborated by observable market

data

Separate Account Assets

These assets are comprised of investments that are similar in nature to the fixed maturity securities equity securities and derivatives

referred to above Separate account assets within this level also include mortgage loans and other limited partnership interests The

estimated fair value of mortgage loans is determined by discounting expected future cash flows using current interest rates for similar loans

with similar credit risk Other limited partnership interests are valued giving consideration to the value of the underlying holdings of the

partnerships and by applying premium or discount if appropriate for factors such as liquidity bid/ask spreads the performance record of

the fund manager or other relevant variables which may impact the exit value of the particular partnership interest

Long-term Debt of CSEs
The estimated fair value of the long-term debt of the Companys CSEs are priced principally through independent brokerquotations or

market standard valuation methodologies using inputs that are not market observable or cannot be derived from or corroborated by

observable market data

Transfers between Levels and

During the year ended December 31 2010 transfers between Levels and were not significant

Transfers into or out of Level

Overall transfers into and/or out of Level are attributable to change in the observability of inputs.Assets and liabilities are transferred

into Level when significant input cannot be corroborated with market observable data This occurs when market activity decreases

significantly and underlying inputs cannot be observed current prices are not available and/orwhen there are significant variances in quoted

prices thereby affecting transparency Assets and liabilities are transferred out of Level when circumstances change such that significant

input cen be corroborated with market observable data This may be due to significant increase in market activity specific event or ohs or

more significant inputs becoming observable Transfers into and/or out of any level are assumed to occur at the beginning of the period

Significant transfers into and/or out of Level assets and liabilities for the year ended December 31 2010 are summarized below

During the year ended December31 2010 fixed maturity securities transfers into Level of $1 736 million and separate account assets

transfers into Level of $46 million resulted primarily from current market conditions characterized by lack of trading activity decreased

liquidity and credit ratings downgrades e.g from investment grade to below investment grade These current marketponditions have

resulted in decreased transparency of valuations and an increased use of broker quotations and unobservable inputs to determine estimated

fair value principally for certain private placements included in U.S and foreign corporate securities and certaiftCMBS

During the year ended December31 2010 fixed maturity securities transfers out of Level of $1 683 million and separate account assets

transfers out of Level of $234 million resulted primarily from increased transparency of both new issuances that subsequent to issuance

and establishment of trading activity became priced by independent pricing services and existing issuances that over time the Company

was able to corroborate pricing received from independent pricing services with observable inputs or increases in market activity and

upgraded credit ratings primarily for certain and foreign corporate securities RMBS and ABS
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roilforward of all assets and liabilities measured at estimated fair value on recurring basis using significant unobservable Level inputs

is as follows

Fair Value Measurements Using Significant Unobservable Inputs Level

Total Realized/Unrealized

Gains Losses included in
Purchases

Other Sales

Balance Comprehensive Issuances and Transfer Into Transfer Out Balance
January Earnings1 Income Loss Settlementa3 Level 34 of Level 34 December 31

In millions

Year Ended December 31 2010

Assets

Fixed maturity securities

U.S corporate securities 6694 898 314

Foreign corporate securities 5292 19 501 624

RMBS 1840 27 87 292

Foreign government securities 401 40 155
U.S Treasury agency and government guaranteed

securities 37 46

CMBS 139 132 28
ABS 2712 53 32 240
State and political subdivision securities 69 30
Other fixed maturity securities

Total fixed maturity securities $17190 $39 $1736 $1 683
_______

Equity securities

Common stock 136

Non-redeemable preferred stock 1104 46
_______

Total equity ecurities 1240 $51 $1 16
_______

Trading and other securities

Actively Traded Securities 32

FVO general account securities 51 37 18
FVO contractholder-directed unit-linked investments 15

_______ _______

Total trading and other securities 83 $7 $37 18
_______

Shod-term investments 23

Mortgage loans held-for-sale 25 10

MSR55 878 79
Net derivatives7

Interest rate contracts

Foreign currency contracts

Credit contracts

Equity market contracts

89

411

$1072

684

1286

$4519

$7
12

19

128

250

122

7149

5777

1422

3159

79

1011

4148

46

$22795

268

905

1173

10

77

735

822

858

24

950

86

73

44

142

173

2088

22

750

727

842

151

37

108 42

42

199 88

356

1895 $139

107

13

11

81

23

57

15
20

75

242

_$

22

22

46 234

Total net derivatives

Separate account assets8

Year Ended December 31 2010

Liabilities

Net embedded derivatives9

Long-term debt of consolidated securitization entities10

Trading liabilities

Fair Value Measurements Using Significant Unobservable Inputs Level

Total Realized/Unrealized

Gains Losses included in
Purchases

Other Sales
Balance Comprehensive Issuances and Transfer Into Transfer Out Balance

January Earnings1 Income Loss Settlements3 Level 34 of Level 34 December 31

In millions

$1455 $335 $226 $422 $2438

$48 $232 184
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Fair Value Measurements Using Significant Unobservable Inputs Level

Total Realized/Unrealized

Gains Losses included in
Purchases

Other Sales Transfer Into

Balance Comprehensive Issuances and and/or Out Balance

January Earnings1 Income Loss Settlements3 of Level 34 December 31

In millions

7498 $429

5944 330

595 31

408 40

88

260 36

2452 121

Year Ended December 31 2009

Assets

Fixed maturity securities

U.S corporate securities

Foreign corporate securities

RMBS

Foreign government securities

U.S Treasury agency and government guaranteed securities

CMBS

ABS

State and political subdivision securities

Other tixed maturity securities

Total tixed maturity securities

Equity securities

Common stock

Non-redeemable preferred tOck

Total equity securities

Trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSR55
Net derivatives7

Separate account assets8

Year Ended December 31 2009

Liabilities

Net embedded derivatives9

939 $1358

1517 511

105 1199

54

29
53 44

578 212

19

35

$3252 $1003

23

486 254

492 231

$108
51

$515

11 97

$485

44

1328
90

27

21

94
15

42

$1 .543

45

41

151

$2004

135

6694

5292

1840

401

37

139

2712

69

$17190

136

1104

1240

83

23

25

878

356

1895

123

40
______ ______ _______

$1 7408 $924
______ ______ _______

105

1274 357 ______ ______ ______

1379 $359 _____ _____ ______

175 16

100 $21
177

191 $172

2547 $273

1758 $213

Fair Value Measurements Using Significant Unobservable Inputs Levei

Totai Realized/Unrealized

Gains Losses included in
Purchases

Other Sales Transfer Into

Balance Comprehensive Issuances and and/or Out Balance

January Earnings1 Income Loss Settlements3 of Level 34 December 31

In millions

$2929 $1602 $15 $143 $1455
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Fair Value Measurements Using Significant Unobservable Inputs Level

Total Realized/Unrealized

Gains Losses included in
Purchases

Other Sales Transfer Into

Balance Impact of Balance Comprehensive lasuances and and/or Out Balance
December 31 2007 Adoptlon11 January Earnings1 Income Loss Settlements3 of Level 34 December 31

In millions

Year Ended December 31 2008

Assets

Fixed maturity securities

Equity securities

Common stock

Non-redeemable preferred stock

Total equity securities

Trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSRs5
Net derivatives7

Separate account assets8

Year Ended December 31 2008

Liabilities

Net embedded dorjvatjves9

Amortization of premium/discount is included within net investment income which is reported within the earnings caption of total gains

losses Impairments charged to earnings on securities and certain mortgage loans are included within net investment gains losses

which are reported within the earnings caption of total gains losses while changes in estimated fair value of certain mortgage loans and

MSRs are recorded in other revenues Lapses associated with embedded derivatives are included with the earnings caption of total

gains tosses

Interest and dividend accruals as well as cash interest coupons and dividends received are excluded -from the roliforward

The amount reported within purchases sales issuances and settlements is the purchase/issuance price for purchases and issuances

and the sales/settlement proceeds for sales and settlements based upon the actual date purchased/issued or sold/settled Items

purchased/issued and sold/settled in the same period are excluded from the roliforward For embedded derivatives attributed fees are

included within this caption along with settlements if any Purchases sales issuances and settlements for the year ended Decem
ber 31 2010 include finanCial instruments acquired from ALICO as follows fixed maturity securities $5435 million equity securities

$6 million trading and other securities $582 million short-term investments $216 million net derivatives $10 million separate

account assets $244 million and net embedded derivatives $1 16 million

Total gains and losses in earnings and other comprehensive income loss are calculated assuming transfers into and/or out of Level

occurred at the beginning of the period ltens transferred into and out in the same period are excluded from the roilforward

The additions and reductions due to loan payments and sales affecting MSRs were $330 million and $1 79 million respectively for the

year ended December 31 2010 The additions and reductions due to loan payments affecting MSRs were $628 million and

U.S corporate securities 8368 8368 6961

Foreign corporate securities

RMBS

Foreign government securities

U.S Treasury agency and government

guaranteed securities

CMBS

ABS --

State and political subdivision

securities

Other fixed maturity securities

Total fixed maturity securities

$1178

12 12873

218

19 101

7228

1423

785

80

639

4490

124

289

$23326

18 7220

1423

786

80

63
4490

124

289

$23318

$869

57

204

295

740

45

209

$596

72

125

881

725

1666

410

173

137

138

$1839

136

1136

141

$6272

7498

5944

595

408

88

260

2452

123

40

$17408

183 183 12 46 18 105

2188 2188 195 1466 242 11 1274

2371 2371 $197 478 $1288 $29 1379

183 $8 191 26 18 1-75

179 179 79 100

$171 177

149 $340 191

$- 789 $1 788 $1729 29 2647

1464 1464 129 90 333 1758

Fair Value Measurements Using Significant Unobservable Inputs Level

Total Realized/UnrealIzed

Gains Losses Included In
Purchases

Other Sales Transfer Into
Balance Impact of Balance Comprehensive Issuances and and/or Out Balance

December 31 2007 Adoptlon11 January Earninga1 Income Loss Settlements3 of Level 34 December 31

In millions

$278 $1241 $254 $2500 $81 $94 $2929
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$1 13 million respectively for the year ended December 31 2009..The additions and reductions due to loan payments affecting

MSRs were $350 million and $10 million respectively for the year ended December 31 2008

The changes in estimated fair value due to changes in valuation model inputs or assumptions and other changes in estimated fair value

affecting MSRs were $79 million $172 million and $149 million for the years ended December 31 2010 2009 and 2008

respectively

Freestanding derivative assets and liabilities are presented net for purposes of the rollforward

Investment performance related to separate account assets is fully offset by corresponding amounts credited to contractholders whose

liability is reflected within separate account liabilities

Embedded derivative assets and liabilities are presented net for purposes of the roilforward

10 The long-term debt at January 2010 of the CSEs is reported within the purchases sales issuances and settlements activity column of

the roilforward

11 The impact of adoption of fair value measurement guidance represents the amount recognized in earnings resulting from change in

estimate for certain Level financial instruments held at January 2008 The net impact of adoption on Level assets and liabilities

presented in the table above was $23 million increase to net assets Such amount was also impacted by an increase to DAC of

$17 million The impact of this adoption on AGA not reflected in the table above as result of the inclusion of RGA in discontinued

operations was net increase of $2 million i.e decrease in Level net embedded derivative liabilities of $17 million offset by

DAC decrease of $15 million for total increase of $42 million in Level net assets This increase of $42 million offset by $12 million

reduction in the estimated fair value of Level freestanding derivatives resulted in total net impact of adoption of $30 million

F-82 MetLife Inc



MetLife lnc

Notes to the Consolidated Financial Statements Continued

The tables below summarize both realized and unrealized gains and losses due to changes in estimated fair value recorded in earnings for

Level assets and liabilities

Total Gains and Losses

Classification of Realized/Unrealized Gains

Losses included in Earninqs

Net Net
Investment Derivative

Gains Gains Other

Losses Losses Revenues

In millions

Policyholder
Benefits and

Claims

Other

Expenses Total

22

15

36

37

$118

Net

Investment

Income

Year Ended December 31 2010

Assets

Fixed maturity securities

U.S corporate securities

Foreign corporate securities

RMBS

Foreign government securities

CMBS

ABS

State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities

Equity securities

Common stock

Non-redeemable preferred stock

Total equity securities

Trading and other securities

Actively Traded Securities

FVO general account securities

FVO contractholder-directed unit-linked

investments

Total trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSRs

Net derivatives

Interest rate contracts

Foreign currency contracts

Credit contracts

Equity market contracts

Total net derivatives

Liabilities

Net embedded derivatives

Long-term debt of consolidated securitization

entities

$13
34 19

t9 27

90 53

$157 39

$5 $5
46 46

51 51

.5

$2 $2
--2

$79

$37
42

88

$335

$48 $48
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$79
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$1
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Net

Investment

Income

Total Gains and Losses

Classification of Realized/Unrealized Gains

Losses included In Earnings

Net Net

Investment Derivative

Gains Gains

Losses Losses

Other

Revenues

In millions

Policyholder
Benefits and

Claims

Other

Expenses Total

Year Ended December 31 2009
Assets

Fixed maturity securities

U.S corporate securities

Foreign corporate securities

RMBS

Foreign government securities

CMBS
ABS

State and political
subdivision securities

Other fixed maturity securities

Total fixed maturity securities

Equity securities

Common stock

Non-redeemable preferred stock

Total equity securities

Trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSRs

Net derivatives

Liabilities

Net embedded derivatIves

Year Ended December 31 2008

Assets

Fixed maturity securities

U.S corporate securities

15 $444 429

326 330

30 31

12 52 40
37 36

129 121

HIIH
63 $987 924

357 357

$359 359

$16 $16
21 21

$172 172

$1 225 33 273

$160$1716

Total Gains and Losses

Classification of Realized/Unrealized Gains

Losses included in Earnings

$114

Net
--

Net

Net Investment Derivative Policyholder

Investment Gains Gains Other Benefits and

Income Losses Losses Revenues Claims

In millions

Foreign corporate securities

RMBS

Foreign government securities

CMBS
ABS

State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities

Equity securities

Common stock

Non-redeemable preferred stock

Total equity securities

Trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSR5

Net derivatives

Liabilities

Net embedded derivatives

$115

123

27

$176

$26
$1

$103

711
135

76
129

$1057

195

197

$1587

$2682

Other

Expenses Total

696

12

19

72
125

881

195

197

26

149
1729

$4
$149

39

$182 $2500
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The tables below summarize the portion of unrealized gains and losses due to changes in estimated fair value recorded in earnings for

Level assets and liabilities that were still held at the.respective time periods
Changes in Unrealized Gains Losses

Relating to Assets and Liabilities Held at December 31 2010

Net Net

Net Investment Derivative Policyholder

Investment Gains Gains Other Benefits and Other

Income Losses Losses Revenues Claims Expenses Total

In millions

Year Ended December 31 2010

Assets

Fixed maturity securities

U.S corporate securities 13 44 31

Foreign corporate securities 15 43 28

RMBS 36 36

Foreign government securities 10 10

CMBS
ABS 36 52 16

State and political
subdivision securities

Other fixed maturity securities

Total fixed maturity securities $112 $145

Equity securities

Common stock

Non-redeemable preferred stock

Total equity securities ___
Trading and other securities

Actively Traded Securities

FVO general account securities 12 12

FVO contractholder-directed unit-linked

investments 15 15

Total trading and other securities $3
Short-term investments

Mortgage loans held-for-sale

MSR5 $28 28
Net derivatives

Interest rate contracts 36 41

Foreign currency contracts 45 45

Credit contracts

Equity market contracts 82

Total net derivatives $5 $5

Liabilities

Net embedded derivatives $363 $355

Long-term debt of consolidated securitization

entities 48 48

MetLife Inc
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Changes in Unrealized Gains Losses
Relating to Assets and Liabilities Held at December31 2009

Net Net

Net Investment Derivative

Investment Gains Gains Other

Income Losses Losses Revenues

In millions

Policyholder
Benefits and Other

Claims Expenses Total

$18 $412 394

176 179
30 36

11 11

61 60
136 128

713

.._a 168

$169 169

-- $15
$1 $1

147

$13 204

$1697 $114 $1583

194

$147

$5

Year Ended December 31 2009
Assets

Fixed maturity securities

U.S corporate securities

Foreign corporate securities

RMBS

Foreign government securities

CMBS
ABS

State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities

Equity securities

Common stock

Non -redeemable preferred stock

Total equity securities

Trading and other securities

Short-term investments

Mortgage loans held-for-sale

MSRs

Net derivatives

Liabilities

Net embedded derivatives

Net Policyholder

Investment Other Benefits and Other

Income Revenues Claims Expenses

In millions

Year Ended December 31 2008
Assets

Fixed maturity securities

U.S corporate securities 12 $497

Foreign corporate securities 17 25

RMBS

Foreign government securities 23

CMBS 69
ABS 102
State and political subdivision securities

Other fixed maturity securities

Total fixed maturity securities $163 $793

Equity securities

Common stock .1

Non-redeemable preferred stock 163

Total equity securities $164

Trading and other securities 17
Short-term investments

Mortgage loans held-for-sale

MSRs

Net derivatives $114

Liabilities

Net embedded derivatives $2779 $182

Net

Investment

Gains

Losses

Changes in Unrealized Gains Losses
Relating to Assets and Liabilities Held at December31 2008

Net

Derivative

Gains

Losses

1504

$3
$150

38

Total

485

.4
23

65
99

630

163

164

17

150
1656

F-86

$2597

MetLife Inc



Me.tLife lnc

Notes to the Consolidated Financial Statements Continued

FVO Mortgage Loans Held-For-sale

The following tablepresents residential mortgag loans held-for-sale carried under the FVO at

December 31

2010 2009

In millions

Unpaid principal balance $2473 $2418

Excess of estimated fair value over unpaid principal balance 37 52

Carrying value at estimated fair value $2510 $2470

Loans in non-accrual status

Loans more than 90 days past due

Loans in non-accrual status or more than 90 days past due or both difference between

aggregate estimated fair value and unpaid principal balance

Residential mortgage loans held-for-sale accounted for under the FVO are initially measured at estimated fair value Interest income on
residential mortgage loans held-for-sale is recorded based on the stated rate of the loan and is recorded in net investment income Gains and
losses from initial measurement subsequent changes in estimated fair value and gains or losses on sales are recognized in other revenues
Such changes in estimated fair value for these loans were due to the following

Years Ended
December 31

2010 2009 2008

In millions

Instrument-specific credit risk based on changes in credit spreads for non-agency loans and
adjustments in individual loan quality

Other changes in estimated fair value 47
Total gains losses recognized in other revenues $486 $598 $55

FVO Consolidated Securitization Entities

As discussed in Note upon the adoption of new guidance effective January 201 the Company elected fair value accounting for the

following assets and liat2ilities held by CSEs commercial mortgage loans securities and long-term debt Information on the estimated fair

value of the securities classified as trading and other securities is presented in Note The following table presents these commercial

mortgage loans carried under the FVO at

December 31 2010

In millions

Unpaid principal balance $6636

Excess of estimated fair value over unpaid principal balance 204

Carrying value at estimated fair value $6840

The following table presents the long-term debt carried under the FVO related to both the commercial mortgage loans and securities

classified as trading and other securities at

December 31 2010

In millions

Contractual principal balance $661

Excess of estimated fair value over contractual principal balance 201

Carrying value at estimated fair value $6820

Interest income on both commercial mortgage loans and securities classified as trading and other securities held by CSEs is recorded in

net investment income Interest expense on long-term debt of CSEs is recorded in other expenses Gains and losses from initial

measurement subsequent changes in estimated fair value and gains or losses on sales of both the commercial mortgage loans and

long-term debt are recognized in net investment gains losses which is summarized in Note

Non-Recurring Fair Value Measurements

Certain assets are measured at estimated fair value on nonrecurring basis and are not included in the tables presented above The
amounts below relate to certain investments measured at estimated fair value during the period and still held at the reporting dates

MetLife Inc F87
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Years Ended December31

2010 2009 2008

Estimated Net Estimated Net Estimated Net

Carrying Fair Investment Carrying Fair Investment Carrying Fair Investment

Value Prior to Value After Gains Value Prior to Value After Gains Value Prior to Value After Gains

Measurement Measurement Losses Measurement Measurement Losses Measurement Measurement Losses

In millions

Mortgage loans1
Held-for-investment .. $179 $164 $15 $294 $202 592 $257 $188 69

Held-for-sale 35 33 42 32 10

Mortgage loans net $214 $197 $17 $303 $210 93 $299 $22b .$ 79

Other limited partnership

interests2 35 23 $12 $915 $561 $354 $242 $137 $105

Real estate joint

ventures3 33 $25-- $175 93 .$ 82 --

Mortgae loahs -- The impaired mortgage loans presented above were written down to their estimated fair values at the date the

impairments were-recognized and are reported as losseS above Subsequent improvements in estimated fairvalue on previously impaired

loans recorded through-a reduction in the previously establishd valUation Sllowance are reported as gainS above Estimatedfai-r values

for impaired mortgage loans are based on observable market prices or if the loans bre in foreclosureor are otherwise determined to be

collateral -dependent on the estimated fair value of the underlying collateral or the present value of the expected future cash flows

lmpairmehts--td estitriated fair value and decreases in previous impairments from subsequent improvements in estimated fair value

represent non recurring fair value measurements that have been categorized as Level due to the lack of price transparency inherent in

the limited markets for such mortgage loans

Other limited partnership interests The impaired investments presented above were accounted for using the cost method Impair

ments on these cost method investments were recognized at estimated fair value determined from information provided in the financial

statements of the underlying entities in the period in which the impairment was incurred These impairments to estimated fair value

represent non-recurring fair value measurements that have been classified as Level 3-due to the lirriite.d activity-and price transparency

inherent in the market for such investments This category includes several private equity and debt funds that typically invest primarily in

diversified pool of investments across certain investment strategies including domestic andinternahdn-al lmiefagedb0youtfurids jover

energy timber and infrastructure development funds venture capitSi funds below investment grade debt and nfezzanine debt funds The

estimated fair valueS of these investments have been determined using the NAV of the -Companys ownership interest in the partners

capital Distributions from these investmants will- be generated frrtm -investment ainS from operating income -from the underlying

investments of the funds and from liquidation of the underlying assets of the funds It is estimated f-hat the Underlying assets of the-funds

will be liquidated over the next to 10 years Unfunded commitments for these investments were $34 million at December31 2010

Real estate joint ventures The impaired investments presented above were accounted for using the cost method Impairments on

these cost method investments were recognized at estimated fair value determined from information provided in the finahcial statements

of the underlying entities in the period in which the impairment was incurred These impairments to estimated fairvalue represent non

recurring fair value measurements that have been classified as Level due to the limited activity and price transparency inherent in the

market for such investments This category includes several real estate funds that typically inveSt primarilj in commercial real estate The

estimated fair values of these investments have been-determined- using the SlAV of the Companys ownership interest in the partners

capital Distributions from these investments will be generated from investment gains from operating income from-the underlying

investments of tha tunds and from liquidation of the underlying assets of the funds It is estimated that the underlying assets of the funds

will be liquidatedbver the next to 10 years Unfunded commitments for these investments were $6 million at December 31 2010

F-88
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Assets

Mortgge loOs1

Held-for-investment

Held-for-sale

MOrtgage loans net

Policy loans

Real estate jointventures2

Other limited partnership interests2

Short-term investments3

OfherinvestOd Ossets2

Cash and cash Oquivalents

AccrOed inve8tmentincome

Premiums reinsurance and other receivables2

Other assets2

Lilbllities

Policyholder account balances2

Payables for cbllteral under securities loaned and other transactions

Bank deposits

Shortterm debt

Long-term debt2

Collateral financing arrangements

Junior subordinated debt securities

Other liabilities2

Separate account liabilities2

Commftments4

Mortgage loan commitments

52215 54006

811 811

53026 54817

11914 13406

451 482

$1539 1619

822 822

1490 1490

13046 13046

4381 4381

3752 4048

466 453

$146927 $152850

27272 $27272

10316 10371

306- 306

20734 21892

5297 4757

3191 3461

2777 2777

42160 42160

17

Fair Value of Financial Instruments

Arnounts related to te Companys financial instruments that were not measured at fair value on recurring basis were as follows

Estimated

Notional Carrying Fair

December 31 2010 Amount Value Value

In millions

Commitments to fund bank credit facilities bridge loans and private corporate bond investments $2437

$3754
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Estimated

Notional Carrying Fair

December 31 2009 Amount Value Value

In millions

Assets

Mortgage loans1

Held-for-investment

Held-for-sale
_______ _______

Mortgage loans net

Policy loans

Real estate joint ventures2 115 127

Other limited partnership interests2

Short-term investments3

Other invested assets2

Cash and cash equivalents $10112 $10112

Accrued investment income

Premiums reinsurance and other receivables2

Other assets2

Liabilities

Policyholder account balances2

Payables for collateral under securities loaned and other transactions

Bank deposits

Short-term debt

Long-term debt2

Collateral financing arrangements

Junior subordinated debt securities

Other liabilities2

Separate account liabilities2

Commitments

Mortgage loan commitments $2220 48

Commitments to fund bank credit facilities bridge loans and private corporate bond investments $1 261 52

Mortgage loans held-for-investment as presented in the tables above differ from the amount presented in the consolidated balance

sheets because these tables do not include commercial mortgage loans held by CSEs Mortgage loans held-for-sale as presented in the

tables above differ from the amount presented in the consolidated balance sheets because these tables do not include residential

mortgage loans held-for-sale accounted for under the FVO

Carrying values presented herein differ from those presented in the consolidated balance sheets because certain items within the

respective financial statement caption are not considered financial instruments Financial statement captions excluded from the table

above are not considered financial instruments

Short-term investments as presented in the tables above differ from the amounts presented in the consolidated balance sheets because

these tables do not include short-term investments that meet the definition of security which are measured at estimated fair value on

recurring basis

Commitments are off-balance sheet obligations Negative estimated fair values represent off-balance sheet liabilities

The methods and assumptions used to estimate the fair value of financial instruments are summarized as follows

The assets and liabilities measured at estimated fair value on recurring basis include fixed maturity securities equity securities trading

and other securities mortgage loans held by CSEs mortgage loans held-for-sale accounted for under the FVO MSRs derivative assets and

liabilities net embedded derivatives within asset and liability host contracts separate account assets long-term debt of CSEs and trading

liabilities These assets and liabilities are described in the section Recurring Fair Value Measurements and therefore are excluded from

the tables above The estimated fair value for these financial instruments approximates carrying value

Mortgage Loans

These mortgage loans are principally comprised of commercial and agricultural mortgage loans which are originated for investment

purposes and are primarily carried at amortized cost Residential mortgage and consumer loans are generally purchased from third parties for

$48181 $46315

258 258

$48439 $46573

$10061 $11294

1571

.201

1241

1581

201

1284

3173

3375

425

3173

3532

440

$97131 $96735

$24196 $24196

$10211 $10300

912 912

$13185 $13831

5297 2877

3191 3167

1788 1788

$32171 $32171
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investment purposes and are principally carried at amortized cost whftethose originated for sale and not carried underthe FVO are carried at

theiower of cost or estimated fair value -The estimated fair values of these mortgage- loans are determined as follows

Mortgage loans heldfor-investment For commercial and agricultural mortgage.loans held-for-investment and carried at amortized

cost estimated fair value was primarily determined by estimating expected future cash flows and discounting them using current interest

rates for similar mortgage loans with similar credit risk For residential mortgage loans held-for-investment and carried at amortized cost

estipted fair value ws primarily determined from oservabIe pricing for similar loars

Mrtgage loans held-for-sale Certain mortgage lans previously classified as held-for-investment have been designated as

hd-for-saiŒ For these mortgage loans estimated fair value is determined using independent brokerquotations or when the mortgage
loan is in foreclosure or otherwise determined to be collateral dependent the fair value of the underlying collateral is estimated using

infernal models For residential mortgpge loans originated for sale the estimated fair value determined principally from observable

market pricing or frm ihternal rnodels

Policy Loans

Fpr policy loanq witti fixed interest rates estimated fair values are determined using discounted cash flow model applied to groups of

similar policy loans determined by the nature of the underlying insurance liabilities Cash flow estimates are developed applying weighted

ayprage inferest rate to the outstanding principal balance pf the respectiy grpup of policy loans and .an estimated average maturity

dermined hrough experience studies of the past performance of policyholder repayment bqbavior for similar loans These cash flows are

discounted using current risk free interest rates with no adjustment for borrower credit nok as these loans are fully collateralized by the cash

siirendŒr/alubf the undrlving insurance policy The estimated fair value for policy loans with variable interest rates approximates carrying

value due tobe absence of borrower credit risk ad the short time period betweeninterestratp resets which presents minimal risk of

materiql change in estimated fair value due to changes in market interest rates

Real Estate iointVentures and-Other Limited Partnership Interests

Real estate joint ventures and other limited partnership interests included in tha prepeding tables consist of those nvestments accounted
for using the cost method The remaining carryng value recognized in the qpnsolidated balance sheets represents investments in real estate

carried at cost Less accumulated depreciatipn or real estate joint ventures and other limited partnership interests acpounted for using the

equity method which do not meet the definition of financial Instruments for which fair value is required to be disclosed

The estimated fair values for other limited partnership interests and real etàte oint ventures accounted for under the cost method are

generally based on the Companys share of the NAV as provided in the financial statements of the investees In certain circumstances

management may adjust the NAV by premium or discount when it has sufficient evidence to support applying such adjustments

Shorfterrn Investments

Certain short term investments do not qualify as securities and are recognized at amortized cost in the consolidated balance sheets For

these instruments the Company believes fhat there is minimal risk of material changes in interCst rates or credit of the iasupr such that

estimated fair value approximates carrying value In light of recent market conditions short-term investments have been monitored to ensure
there is sufficient demand and maintenance of issuer credit quelty and the Oomdanyhbs detŁrrfined additional adjustment is not required

Other Invested Assets

Other invested assets within the preceding tables are principally comprised of an investment ma funding agreement funds withheld
various interst bearing assets held in foreign subsidiaries and certain amounts due under contractual indemnifications

Th1e estimted.jpir valuof the investment in funding agreements is estimated by discounting thp expected future cash flows using current

marketrateshdthd credit risk of the note issuer For funds withheld and the various interest-bearing assets held in foreign subsidiaries the

Company evaluates the specific facts and circumstances of each instrument to determine the appropriate estimated fair values These
estimatd fair vàlJes were not materially different from the recognized carrying values

Cash and Cash Equivalents

Due to the short-term maturities of cash-and cash equivalents the Company believeS there is minimal risk of material changes in interest

rates or credit of the issuer such that estimated fair value generally approximates carrying value In light of recent market conditions cash and

cash equivalent ipstruments have been monitored to ensure there is sufficient demand and maintenance of issuer credit quality or sufficient

solvepdy the case df ddpbsitory institutions and the Company has dete1mined additional adjustmet is not required

-Accrued Investment Income

Due to the short-term until.settlement of accrued investment income the Company believes-there is minimal risk of material changes in

interest rates or credit of the issuer such that estimated fair value approximates carrying value In light of recent market conditions the

Company has monitored the credit quality of the issuers and has determined additional adjustment is not required

Premiums Reinsurarice and Other Receivables

Premiums reinsurance and other receivables in the preceding tables are principally comprised of certain amounts recoverable under
reinsurance contracts amounts on deposit with financial institutions to facilitate daily settlements related to certain derivative positions-and

amounts receivable for securities sold but not yet settled

Premiums receivable and those amounts recoverable under reinsurance treaties detefmined to transfer sufficient risk are not financial

instruments subject to disclosure and thus have been excluded from the amounts presented in the precdding tables Amounts recoverable

under ceded reinsuranoe contracts which th.e Company has determined do not transfer sufficient risk such that they are accounted for using

the deposit method of accounting have been included in the preceding tables The estimated fair value is determined as the present value of

expected future cash flows under the related contracts which were discounted using an interest rate determined to reflect the appropriate

credit standing of the assuming counterparty
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The amounts on deposit for derivative settlements essentially represent the equivalent of demand deposit balances and amounts due for

securities sold are generallyreceived over short periods such that the estimated fair value approximates-carrying value In
light

of recent

market conditions the Company has monitored the solvency position ofthe financial institutions and hasdetermined additional adjustments

are not required

Other Assets

Other assets in the preceding tables is receivable for cash paid to an unaffilited financial institution under the MetLife Reinflurance

Company Of Oharleston MAC collateral financing arrangdment as described in Note Withthe exceptiortof the receivable for cash paid

to the urjâffiliated finanCial institution other assets are not considered financial instrument5übjectto disclosure Accordingly the amount

presbnted in the preceding tables epresents the receivable for the cash paid to the unaffillated financial institution binder the MC collateral

financing arrangement for whidh the dstimated fair value was determined by discounting the expected future cash flows using disbount rate

that reflects the credit rating of the unaffiliated financial institution

Policyholder Account Balances

Policyholder cdountbalaOces in thetdbles above irklude invetrdent contracts Embedded derivatives on investment contracts and

certain variable anhuityguantees accounted for as embedded derivatives are includedHn this captIon in the consolidated financial

statemOnts but ectided from this Caption in tie tables abOve as they ard separately presented in AecurrihFairValud Measurements

The remaining differOncO between the amounts reflected as policyholder account balahce5in the ptoceding table and those recognized in the

consolidated balance sheets represehfs those amOunts due under dbntracts thet satisfy th definition of insurance contractO and are not

considered financial instruments

The investment contracts Hmarily include certain funding agreementb fixed deferred annuities modified guar.dteed anhuities tixed

term payout annuities and total control accounts The fair valueS for these inijeatment COntractS are estimated by discounting best estimate

future cash flows using current market risk-free interest rates and adding spread to rdflect the nonerformance risk ri the liability

Payables for do/lateral Under Scurities Loaned and Other Transactior3S

The eShmated fairvalue for payabies focollateral under sbcurities loaned and othertranSàctlOns aprobmates carrying value The related

agreements to loan seCurities are short-term in nature such that the Company believes there is limited risk of material change in market

interest rates Additionally because borrowers are cross-bollateralized by the borrowed secUrities the Company believes no additional

consideration tor chanØs in nonperformance risk are necessary

Bank l7posits

Due to the frequency of interest rate resets on customer bank deposits held in money market accounts the Company believes that there is

minimal risk of material change in interest rates such that the estimated fair value approximates carrying value For tirbb depddts etimated

fair values are Ostimated by discouOtlngthe expected bash flows to maturity using discount rtb based on an average market rate for

certificates of deposit being offered by representative group of large financial institutions at the date of the valuation

Short -tetm and Long-term Debt Collateral Financing An-angements and Junior Subordinated Jebt Securities

The estimated fair value for short-term debt approximates carrying value due to the short-term nature of these obligations The estimated

fair values of long-term debt collateral financing arrangements and junior subordinated debt securities are generally determined by

discOuntin Opectecf future cash flows using market rates currently available for debt With similar rernainind rriaturities and reflecting the

credit risk of the Compan including inputs when available from actively traded debt of the Company other companies with similartypes Of

borrOwing arrangements Risk-adjusted diScount rates applied to the expected future cash flows ban vary signjficantl based upon the

Specific terms of ebch individual arrangement including but not limited to subordinated rights cohtrdctual interest rates in relation toburrent

market rates the structuring of the arrangehient and the nature and observability of the ppllcable valuation lhputs Use of diffeent risk-

adjusted discount rates could result in different estimted fair values

The carrying value of long-term debt presented in the table above differs from the amounts presented in the consolidated balance sheets

as it does not include capital leases which are not required to be disclosed at estimated fair value

Other Liabilities

Other liabiiities included in the tables above reflect those other liabilities that satisfy the definition of financial instruments subject to

disclosure These itemS consist primarily th interedt and dividends payable amounts due for securities purchabed but not yet settled and

amounts payable under certain assumed reinsurance treaties accounted for as deposit type treaties The Company evaluates the specific

terms facts ahd circumstances of each instrument to determine the appropriate estimated fair values which were not materIally different from

the carryirrg values

Separate Account Liabilities

Separate account liabilities included in the preceding tables represent those balances due to policyholders under contracts that are

classified as investment contracts The remaining amounts presented in-the consolidated balance sheets represent those contracts

classified as insurance contracts which do not satisfy the definition of financial instruments

Separate account liabilities classified as investment contracts primarily represent variable annuities with no significant mortality risk to the

Company such that the death benefit is equal to the account balance funding agreements related to group life contracts and certain

contractthat provide for benefitfunding

Separate account liabilities are recognized in the consolidated balance sheets at an equivalent value of the related separate account

assets Separate account assets which equal net deposits net investment income and realized and unrealized investment gains and losses

are fully offset by corresponding amounts credited to the contractholders liability which is reflectbd in separate account liabilities Since

separate account liabilities are fully funded by cash flows from the separate account assets which are recognized at estimated fair value as
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described in the section Recurring Fair Value Measurements the Company believes the value of those assets approximates the

estimated fair value of the related separpp account liabilities

Mortgage Loan Commitments and Commitments to Fund Bank Credit Facilities Bridge Loans and Private Corporate Bond

/nvestmnts

The estimated fair values for mortgad loan bommitments that will be held for investment and commitments to fund bank credit facilities

bridge loans and private corporate bonds that will be held for investment reflected in the above tables represent the difference between the

discounted expected future cash flows using interest rates that incorporate current credit risk for similar instruments on the reporting date and

the principal amounts of the commitments

Deferred Policy Acquisition Costs and Value of Business Acquired

Information regarding DAC and VOBA is as follows

DAC VOBA Total

In millions

Balance at January 2008..................................... $14260 3550 $17810

Capitalizations ............................................. 3092 3092

Acquisitions ..............................................

17352 3545 20897

Amortization related to

Net investment gains losses .................................. 489 32 521

Other expenses........................................... 2460 508 2968

Total amortization 2949 540 3489

Unrealized investment gains losses ......................... 2753 599 3352

Effect of foreign ôurrency translation and other ........................ 503 13 616

Balance at Dertember 31 2008 .... 16653 3491 20144

Capitalizations ............................................ 3019 3019

Subtotal 19672 3491 23163

Amortization related to

Net investment gains losses ................................. 625 87 712

Other expenses ...................................... 1754 265 2019

Totalarportization ....................... 1129 178 1307

Unrealized investment gains losses........................ 2314 505 2819
Effect of foreign currency translation and other 163 56 219

Balance at December 31 2009 ...................... 16392 2864 9256

Capitalizations 3343 3343

Acquisitions ...... 9210 9210

Subtotal.................. 19735 12074 31809

Amortization related to

Net investment gains losses 108 16 124

Other expenses 2247 494 2741

Total amortization ................. 2355 510 2865

Unrealized investment gains losses1258 125 383

Effect of foreign currency translation and other 97 351 254

Balance at December 31 2010 $16219 $11088 $27307

See Note for description of acquisitions and dispositions

The estijnated future amortization expense allocated to other expenses for the next five years for VOBA is $1 661 million in 2011

$1373 million in 2012 $1128 million in 2013 $959 million in 2014 and $816 million in 2015

Amortization of DAC and VOBA is attributed to both investment gains and losses and to other expenses for the amount of gross nargins or

profits originating from transactions other than investment gains and losses Unrealized investment gains and losses represent the amount of

DAC and VOBA that would have been amortized if such gains and losses had been recognized
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Information regarding DAC and VOBA by segment and reporting unit is as follows

U.S Business

Insurance Products

Group life

Individual life

Non-medical health

Total Insurance Products

Retirement Products

Corporate Benefit Funding

Auto Home

Total U.S Business

International

Latin America

Asia Pacific

Europe and the Middle East

Total International

Banking Corporate Other

Total

25 27

833 1005 8090 9134

965 942

833 1005 9080 10103

1094 1412 5800 6024

75 74

190 181

1928 2419 15145 16382

9159 444 12159 2870

$11088 $2864 $27307 $19256

DAC VOBA Total

December 31

2010 2009 2010 2009 2010 2009

In millions

U.S Business

Insurance Products

Group life 25 27

Individual life 7257 8129

Non-medical health 965 942

Total Insurance Products 8247 9098

Retirement Products 4706 4612

Corporate Benefit Funding 74 72

AutoHome 190 181

Total U.S Business 13217 13963

International 3000 2426

Banking Corporate Other

Total $16219 $16392

Goodwill

Goodwill is the excess of cost over the estimated fair value of net assets acquired Information regarding goodwill is as follows

December 31

2010 2009 2008

In millions

Balance atJanuaryl $5047 $5008 $4814

Acquisitions 6959 256

Effectof foreign currency translation and other 225 39 62

Balance at December 31 $11781 $5047 $5008

Information regarding allocated goodwill by segment and reporting unit is as follows

December 31

2010 2009

In millions

$2
1263

149

1414

1692

900

157

4163

$2
1263

149

1414

1692

900

157

4163

214

160

40

414

470

$5047

229

72

38

339

470

$4972

The above table does not include goodwill of $6809 million at December 31 2010 associated with ALICO which has not yet been

allocated to reporting unit due to the timing of the Acquisition See Note for description of acquisitions and dispositions
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As described in more detail in Note the Company performed iteannual goodwill impairment tests during the third quarter of 2010 based

upon data at June 30 2010 The tests indicated that goodwill was not impaired

Management continues to evaluate current market condition that may affect the estimated fair value of the Companys reporting units to

assess whether any goodwill impairment exists Continued deteriorating.or adverse market conditions for certain reporting units may have
significant impact on the estimated fair value of these repprting units and could result in future impairments of goodwill

Insurance

9175 8985

55291 19731 18632

_______ _______ 501
_______

29407

8829 8226 46517

39187 7377

306 2972

123988 119585 133697

43587 10830

5798 5464 _______ _______

$173373 $135879 ______ ______

77281

42

$211020

Years Ended
December 31

2010 2009 2008

In millions

$706

356 144

42 34 25

Years Ended December 31

2010 2009 2008

In millions

677

Insurance Liabilities

lnsuran0e liabiliti were as follows

U.S Business

Future Policy
Benef its

2010 2009

Policyholder Account

Balances

December 31

Other Policy-Related

Balances

2010 2009 2010 2009

In millions

13686 12738

72936 71010

Insurance Products

Group life 2717 2981

Individual life 56533

Non-medical health
________ ________

Total Insurance Products

Retirement Products

Corporate Benefit Funding

Auto Home
_______ _______

Total U.S Business

International

Banking Corporate Other
________

Total

2454

2752

625

5831

146

$24.11

2911

616

5938

122

501

28118

46855

55522

130495

8128

50

$138673

184 197

171 184

6332 6441

9051 1637

423 368

$15806 $8446

Value of Distribution Agreements and Customer Relationships Acquired
Information regarding VODA and.VOCRA which are reported in other assets was as follows

Balance atJanuar-1 792 $822
Acquisitions

Amortization

ffect of foreign currency tran4ladon and other 12
Balance atDecember 31 .... $1094 $792 $822

The estimated future amortization expense allocated to other expenses or he next five years for VODA and OCRA is $63 million in 2011
$74 million in 2012 $80 million fn 2013 $84 million in 2014 and $82 millionin 2015 Se Note for decription of acquisitions and
dispositions

Sales Inducements

Information regarding deferred sales inducements which are reported in other assets was as follows

Balance at January $841 $71

Capitalization
157 193 176

Amortization 80 63
Balance at Derfember 31 $git $841 $7-Il

Separate Accounts

Separate account assets and liabilities include two categories of account types pass-through separate accounts totaling $149.2 billion

and $121.4 billion at December 31 2010 and 2009 respectively for which the policyholder assujnes all investment risk and separate
accounts for which the Company contractually guarantees either minimum eturn or account value to the policyholder which totald
$34.1 billion and $27.6 billion at December31 2010 and 2009 respectively The latter category consisted primarily of funding agreements

MetLife Inc
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and participating close-out contracts The average interest rate credited on these contracts was 3.32% and 3.35% at December 31 2010

and 2009 respectively

Fees charged to the separate accounts by the Company including mortality charges policy administration fees and surfender charges

are reflected in the Companys revenues as universal life and investment-type product policy fees and totaled $3.2 billion $2.6 billion and

$3.2 billion for the years ended December 31 2010 2009 and 2008 respectively

The Companys proportional interest in separate accounts was included in the consolidated balance sheets as folIows-at

.December 31

2010 2009

In millions

Fixed maturity securities $257 $1

Equity securities
33 $57

Cash and cash equivalents
74

For the years ended December31 2010 2009 and 2008 there were no investment gains losses on transfers of assets from the general

account to the separate accounts

Obligations Under Funding Agreements

The Company issues fixed and floating rate funding agreements which are denominated in either U.S dollars or foreign currencies to

certain SPEs that have issued either debt securities or commercial paper for which payment of interest and principal is secured by such

funding agreements During the years ended December31 2010 2009 and 2008 the Company issued $34.1 billion $28.6 billion and

$20.9 billion respectively and repaid $30.9 billion $32.0 billion and $19.8 billion respectively of such funding agreements At

December31 2010 and 2009 funding agreements outstanding which-are included in policyholder account balances were $27.2 billion

and $23.3billion respectively During the years ended December31 2010 2009 and 2008 interest credited on The funding agreements

which is included in interest credited to policyholder account balance was $0.6 billion $0.7 billion and $1 .1 billion respectively

MetLife Inqurance Company of Connecticut MICC is member of the FHLB of Boston and held $70 million of common stock of the

FHLB of Boston at both December31 2010 and 2009 which is included in equity securities MICC has also entered into funding agreements

with the FHLB of Boston in exchange for cash and for which the FHLB of Boston has been granted blanket lien on certain MICC assets

including RMBS to colla-teralize MICCs 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 ng as there is no event of default and the remaining qualified

collateral is ufficient td satisfy the collateral maintenance level Upon any event of default by MICC the FHLB of Bostons recovery on the

collateral is limited to the amount of MICCs liability to theHLB of Bdston The amountbi MlCC liablit9forfunding agreements ith the FHLB

of Boston was $100 million and $326 millioh at December 31 201O and 2009 respectively which is included in policyholder account

balances. The ªdarfbes bn these funding agreements are collateralized by mortgage-backed securities with estimated fair values of

$21 milliob Ond $4l9 million
at December31 2010 and 2009 respectively During the years ended December31 2010 2009 and 2008

interest credited on the funding agreements which is included in interest credited to policyholder account balances was $1 million

$6 million ad $15 million spectively

Metropolitan Life Insurance Company MLIC is member of the FHLB of NY and held $890 million and $742 million of common stock of

the FHL8 NY at December 31 2010 and 2009 respectively which is included in equity securities MLIC has also entered into funding

agreements with the FHLB of NY in exchange for cash and for which the FHLB of NY has been granted lien on certain MLIC assets including

RMBS to collateralize MLICs-obligations under the funding agreements MLIC maintains control over these pledged assets and may use

comminglO 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 mainenance level Upon any event of default by MLIC the FHLB of NY recovery on the collateral is limited to

the amount oftvlLlCs
liability to the FHLB ofN Ttie amount of the MLICs liability forfunding agreements with the FHLB of NYwas $12.6 billion

and $13.7 billion at December31 2010 and 2009 respectively which is included in policyholder account balances The advances on these

agreements were collateralized by mortgage-backed securities with estimated fair values of $14.2 billion and $15.1 billion at December31

2010 and 2009 respectively During the years ended December 31 2010 2009 and 2008 interest credited on the funding agreements

which is inclUded in interest credited to policyholder account balances was $276 million $333 million and $229 million respectively

During 2010 MetLife Investors Insurance Company MLIIC and General American Life Insurance Company GALIC became members

of the Federal Home Loan Bank of Des Moines FHLB of Des Moines and each held $10 million of common stock of the FHLB of Des Moines

at December31 2010 which is included in equity securities MLIIC and GALIC had no funding agreements with the FHLB of Des Moines at

December 31 201b

MLIC and MICC have each issued funding agreements to certain SPEs that have issued debt securities for which payment of interest and

principal is secured by such funding agreements and such debt securities are also guaranteed as to payment of interest and principal by

Farmer Mac federally chartered instrumentality of the United States The obligations under these funding agreements are secured by

pledge of certain eligible agricultural real estate mortgage loans and may under certain circumstances be seCured by other dualifled

collateral The amount of the Companys liability forfundirig agreements issued to such SPE5 was $2.8 billion and $2.5 billion at December31

2010 and 2009 respectively which is included in policyholder account balances The obligations under these funding agreements are

collateralized by designated agricultural real estate mortgage loans wth estimated fair values of $3.2 billion and $2.9 billion at December31

2010 and 2009 respectively During the years ended December 31 2010 2009 and 2008 interest credited on the funding agreements

which is included in interest credited to policyholder account balances was $135 million $132 million and $132 million respectively
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Liabilities for Unpaid Claims and Claim Expenses

Information regarding the liabilitiesfor 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 policy-related balances is as follows

Years Ended December 31
2010 2009 2008

InrnIIo
Balance at January 82i a26Q ..$7836

Less Reinsurance recoverables 547 042 955

Net balance at January 7672 72t8 6881

Acquisitions net 583

Incurred related to

Current year 6482 569 6263
Prior years 75 152 353

Total incurred 6407 6417 5916

Paid related to

Current year 4050 3972 3861
Prior years 2102 1991 i712

Total paid 6152 5963 5573

NºtbalanceatDecernber3l 8510 7672 7218

AdiRpinsurancerecoverabIes 2198 547 1042

Balance at December 31 $10708 $8219 $8260

During 2010 2009 and 2008 as result of changes in est mates of insured ht1n the resective ôr yrclairns and claim

adjustmeiit expenses associated with prior years decreased by $75 million $152 million and$353 million respectivelydueto reduction in

prior year automobile bodily injury and homeowners severity reduced loss adjustment expenses improved loss ratio for non-medical health

claim liabilities and improved claim management

Guarantees
The Company issues annuity contracts which may include contractual guaranteesto tha contracthoder for iretirnef rip less than total

deposits made to the contract less any partial
withdrawals return of net deposits and ii the highest contract value an specified

anniversary date minus any withdrawals followng the contract anniversary or total deposits made to thecontraotssj aay partial withdrawals

plus minimum return anniversary contract value or minimum return The Company also issues annuity contracts-that apply lower rate

of.funds deposited if tha coptracthplder elects-to surrender the cpntract for cash and higher rate if the contracthplderelsctato annuitize

two tier annuities These guarantees include benefits that are payable in the event of death mat.urity or at annuitization

The Company also issues universal and variable life contracts where the Company contractually guarantees to the contractholder

secondary guarantee or guaranteed paid-up benefit
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Information regarding the types of guarantees relating to annuity contracts prd universal
and variable life contracts is as follows

December 31

Annuity Ontracts1

Return of Net Deposits

Separate account value

Net amount at risk2

Average attained age of contractholders

Anniversary Contract Value or Minimum Return

Separate account value

Net amount at risk2

Average attained age of contractholders

Two Tier Annuities

General account value

Net amount at risk2

Average attained age of contractholders

Universal and Variable Life Contra cts1

Accourt value gereral nd.separate account

Net amount at risk2

Average attained age of policyholders

The Companys annuity and life contracts with guarantees may offer more than one type of guarantee in each contract Therefore the

amOunts listed above may not be mutually exclusive

The net amount at risk lsbaCed on the direct and assumedamount at risk excluding ceded reihsurance

The.net amount Ætrisk frguarantees of amounts in the dvent of death isdefined asthecurrent GMDB in excess of the current account

balance at the balance sheet date

The nat amount at risk for guarantees of amobnts at annuitization is defined as the present value of the minimum guaranteed annuity

payments available to the cOntractholderdetermined in accordance with the terms of the contrdctin exceasof the current account

balance

The net amount at risk for two tier annuities is based on the excess of the upper tier adjusted for prbfit margin less the lower tier

2010 2009

At In the

Annuitization Event of Death

In millions

At

Annultization

In the

Event of Death

55753

61943
62 years

92041

52973
62 years

3gb 4115 N/A

289 4585 N/A

67 years 62 years N/A

55668 78808 40234

6373 9039 7361

61 years 61 years 61 years

N/A 280

N/A 49

N/A 62 years

December31

N/A 282

N/A 505
N/A 61 years

2010 2009

Secondary Paid-Up Secondary
Guarantees Guarantees Guarantees

In millions

Paid-Up
Guarantees

11015 4102 9483 4104

$i.564323 268513 .$1509Q53 288263
52 years .58 years 52 years 57 years
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Direct

Balance at January 2008

Incurred guaranteed benefits

paid guaranteed benefits

Balance at December 31 2008

Incurred guaranteed benefits

Paid guaranteed benefits

Balance at December 31 2009

Acquisitions

Incurred guaranteed benefits

Paid guaranteed benefits

Ceded

Balance at January 2d08

Incurred guaranteed benefits

Paid guaranteed benefits

BalanOe at December 31 2008

Incurred guaranteed benefits

Paid guaranteed benefits

Universal and Variable
Life Contracts

152 $121 431

119 19 730

55

25

80

26 102

28

182

30

18 412

15

Balance at December 31 2009

Acquisitions

Incurred guaranteed benefits

Paid guaranteed benefits

Balance at December31 2010 $39

Net

Balance at January 2008 74

Incurred guaranteed benefits 249

Paid guaranteed benefits 80

Balance at December 31 2008 243

Incurred guaranteed benefits 92

Paid guaranteed benefits 173

Balance at December 31 2009 162

Acquisitions

Incurred guaranteed benefits 131

Paid guaranteed benefits

Balance at December31 2010

$74 97 $46

329 94

403 191 50

131

402

16 110

112

$624

MetLife Inc

Notes to the Consolidated Financial Statements Continued

Information regarding the liabilities for guarantees excluding base policy liabilities relating to annuity and universal and variable life

contracts is as foflows

Annuity Contracts

Guaranteed Guaranteed

Death Annuitizatlon Secondary Paid-Up

Benefits Benefits Guarantees Guarantees Total

in millions

80

267

96

251

118

201

168

46

149

78

325

403

402

110

111

Balance at December 31 2010

271

233

504

2952

536

$3991

91

$272 $623

18

16

$4

140

34

174

24

$198

75

15

90

32

122

17

96

1065

384

201

1248

3108

820

92

$5084

140

54

16

178

160

28

310

30

446

15

771

291

676

80

887

224

173

938

3078

374

77

$4313

76

$233

322

2952

124

$3397

52

59
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Account balances of contracts with insurance guarantees are invested in separate account asset classes as follows

December 31

2010 2009

In millions

Fund Groupings

Equity 59546 $48852

Balanced 40199 31Q11

Bond 9539. 716
Money Market 1584 2104

Specialty 2192 1865

Total $113060 $90998

Reinsurance

The Company participates in reinsurance activities in order to limit losses minimize exposure to significant risks and provide additional

capacity for future growth

For its individual life insurance products the Company has historically reinsured the mortality risk primarily on an excess of retention basis

or quota share basis The Company currently reinsures 90% of the mortality risk in excess of $1 million for most products and reinsures up to

90% of the mortality risk for certain other products In addition to reinsuring mortality risk as described above the Company reinsures other

risks as well as specific coverages Placement of reinsurance is done primarily onan automatic basis and also on facultative basis for risks

with specified characteristics On case by case basis the Company may retain up to $20 million per life and reinsure 100% of amounts in

excess of the amount the Company retains The Company evaluates its reinsurance programs routinely and may increase or decrease its

retention at any time

For other policies within the Insurance Products segment the Company generally retains most of the risk and only cedes particular risks on

certain client arrangements

The Companys Retirement Products segment reinsures portion of the
living

and death benefit guarantees issued in connection with its

variable annuities Under these reinsurance agreements the Company pays reinsurance premium generally basbd on fees associated with

the guarantees collected from policyholders and receives reimbursement for benefits paid or accrued in excess of account values subject to

certain limitations

The Companys Corporate Benefit Funding segment periodically engages in reinsurance activities as considered appropriate The impact

of these activities on the financial results of this segment has not been significant

The Companys Auto Home segment purchases reinsurance to manage its exposure to large losses primarily catastrophe losses and

to protect statutory surplus The Company cedes to reinsurers portion of losses and premiums based upon the exposure of the policies

subject to reinsurance To manage exposure to large property and casualty losses the Company utilizes property catastrophe casualty and

property per risk excess of loss agreements

For its life insurance products within the International segment the Company reinsures depending on the product risks above the

corporate retention limit of up to million to external reinsurers on yearly renewable term basis The Companys international businesses

may also reinsure certain risks with external reinsurers depending upon the nature of the risk and local regulatory requirements The

Companys International segment reinsures for selected large corporate customers its group employee benefits or credit insurance

business with various client-affiliated reinsurance companies covering policies issued to the employees or customers of the clients

Additionally the Company cedes and assumes risk with other insurance companies when either company requirep business partner with

the appropriate local licensing to issue certain types of policies in certain countries In these cases the assuming company typically

underwrites the risks develops the products and assumes most or all of the risk The Companys International segment also has reinsurance

agreements in force that reinsure portion of the living and death benefit guarantees issued in connection with its variable annuities Under

these agreements the Company pays reinsurance fees associated with the guarantees collected from policyholders and receives

reimbursement for benefits paid or accrued in excess of account values subject to certain limitations

The Company also reinsures through 100% quota share reinsurance agreements certain long-term care and workers compensation

businesS written by MICC These are run-off businesses which have been included within Banking Corporate Other

The Company has exposure to catastrophes Which could contribute to significant fluctuations in the Companys results of operations

The Company uses excess of retention and quota share reinsurance agreements to provide greater diversification of risk and minimize

exposure to larger risks For its International segment the Company currently purchases catastrophe coverage to insure risks within certain

countrieS deemed by management to be exposed to the greatest catastrophic risks

The Company reinsures its business through diversified group of well-capitalized highly rated reinsurers The Company analyzes recent

trends in arbitration and litigation outcomes in disputes if any with its reinsurers The Company monitors ratings and evaluates the financial

strength of its reinsurers by analyzing their financial statements In addition the reinsurance recoverable balance due from each reinsurer is

evaluated as part of the overall monitoring process Recoverability of reinsurance recoverable balances is evaluated based on these

analyses The Company generally secures large reinsurance recoverable balances with various forms of collateral including secured trusts

funds withheld accounts and irrevocable letters of credit These reinsurance recoverable balances are stated net of allowances for

uncollectible reinsurance which at December31 -2010 and 2009 were immaterial

The Company has secured certain reinsurance recoverable balances with various forms of collateral including secured trusts funds

withheld accounts and irrevocable letters of credit The Company had $5.5 billion and $4.4 billion of unsecured unaffiliated reinsurance

recoverable balances at December31 2010 and 2009 respectively
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Premiums

Dlrect premiums

Reinsirance assumed

Reinsurance ceded

Net premiums

Universal life and investment-type product policy fees

Direct universal life and iniestment-type product policy fees

ReinsUrance 9ssurned

Reinsurance ceded

Net universal life and investment-type product policy fees

Other revenues

Direct Other revehuºs

Reinsui-ance assumed

Reinsurance ceded

Net other revenues

Policyholder benefits and claims

Direct policyholder benefits and claims

Rdinsurance assumed

Reinsurance ceded

Net policyholderbenefits and cl8ims

Interest credited to policyholder account balances

Direct interest credited to policyholder account balances

Reinsurance assumed

Reinsurance ceded

Net ipterest.credited to policyholder account balapes

Policyholder dividends

Direct polidholder dividends

Reinsurance assumed

einsurance ceded

Net policyholder dividends ..

Other expenses

Direct other expenses

Reinsrance assumed

Reinsurance ceded

NOt other expenses

MetLife lnc

Nes to the Consolidated Financial Statements Continued

At December 31 2.01 0.the Company had $13.1 billion of net unaffiliated ceded reinsurance recoverables Of this total $10.0 billion or

76% were with the Companys five largest unaffiliated ceded reinsurers including $3.6 billion of which were unsecured At December31

2009 the Crnpany hac$it7 billiordf net unaffiliated ceded reinsurance recoverables Of this total $9.2 billion or 79% were with the

Companys fjye largest unaffiliated ceded reinsiiis including $3.0 billion of which were unsecured

The Company has resiired withanunaffiltatºd third-party reinsurer 49.25% of the closed block through modified coinsurance

agreement The Company accounts for this agreement under the deposit method of accounting The Company having the right of offset has

offset the modified coinsurance deposit with the deposit recoverable

The amounts in the consolidated staterrtents of operations include the impact of reinsurance Information regarding the effect of

reinsurance is as follows

Years Ended December 31
2010 2009 2008

In millions

$27923

1377

190

$27394

6630

138

731

6037

$27472

1313

2325

$26460

5790

106

693

5203

2264

64

2329

$30363

1024

3051

$28336

4846

4849

1650

lb

1650

$10602

100

146

$10556

$27058

1466

2610

$25914

5909

79

607

81

1481

i05

1586

$29772

1235

570
$27437

4787

4788

1751

1751

$12107

57

217

$11947

2256

72

2328

$31762

1275

3492

9545

4923

4925

1486

17

17

$1486

$12911

116

224

$12803
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The amounts in the consolidated balance sheets includthe impact of reinsurance InformatiOn regarding the effect of reinsurance is as

follows

December31 2010

Total

Balance Toal Net of

Sheet Assumed Oeded Reinsurance

In millions

Assets

Premiums reinsurance and other receivables 19830 722 $13561 5547

Deferred policy acquisition costs and value of business acquired 27307 176 179 27310

Totl assets 47137 898 $13382 32857

Liabilities

Future policy benefits $173373 $2074 65 $171364

Policyholder account balances 211 020 2237 208783

Other policy-related balancOs 15806 265 506 15035

Other liabilities 20386 608 2703 17075

Total liabilities $420585 $5184 3144 $412257

December 31 2009

Total

Balance Total Net of

Sheet Assumed Ceded Reinsurance

In millions

Assets

Premiums reinsurance and other receivables 16752 550 $12274 3928

Deferred policy acquisition costs and value of business acquired 19256 190 206 19272

Total assets 36008 740 $12068 23200

Liabilities

Future policy benefits $135879 $2000 43 $133922

Policyholder account balances 138673 1321 137352

Other policy-related balances 8446 257 494 7695

Other liabilities 1598 364 2489 13136

Total liabilities $298987 $3942 2940 $292105

Reinsuranceagreements that do notexpose the Company to reasonable possibility of significant loss frqm insurance risk are recorded

using the deposit method of accountirg The deposit assets on ceded reinsurance were $2530 million and 2564 million at December31
2010 and 2009 respectively The deposit liabilities for assumed reinsurance.were $47 miln an$52 roiujon at December31 2010 and

2009 respectively

10 Closed Block

On April 2000 the Demutualization Date MLIC converted from mutual life insurance company to stock life insurance company and

became wholly-owned subsidiary of MetLife Inc The conversion was pursuant to an order by the New York Superintendent of Insurance

the SuperinteOdent approving MLICs plan of reorganization as amended the Plan On the Demutualization Date MLIC established

closed block for the benefit of holders of certain individual life insurance policies of MLIC Assets have beenallocaeto the closed block in an

amount that has been determined to produce cash flows which together with anticipated revenues from the policies included in the closed

block are reasonably expected to be sufficient to support obligations and liabilities relating to these policies including but not limited to

provisions for the payment of claims and certain expenses and taxes and to provide for the continuation of policyholder dividend scales in

effect for 1999 if the experience underlying such dividend scales continues and for appropriate adjustments in such scales the experience

changes At least annually the Company compares actual and projected experience against the expertenca assumed in the then-current

dividend scales Dividend scales are adjusted periodically to give effect to changes in experience

The closed block assets the cash flows generated by the closed block assets and the anticipated revenues from the ffôlicies in the closed

block will benefit only the holders of the policies in the closed block To the extent that overtime cash flows from the assets alloOated to the

closed block and claims and other experience related to the closed block are in the aggregate more or less favorable than what was
assumed when the closed block was established total dividends paid to closed block policyholders in the future may be greater than or less

than the total dividends that would have been paid to these policyholders if the policyholder dividend scales in effect for 1999 had been

continued Any cash flows in exces of amounts assumed will be available for distribution over time to closed block policyholders and will not

be available to stockholders If the closed block has insufficient funds to make guaranteed policy benefit payments such payments will be

made from assets outside of the closed block The closed block will continue in effect as long as any policy in the closed block remains in

force The expected life of the closed block is over 100 years
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The Company uses the same accounting principles to account.for the participating policies included in the closed block as it used prior to

the Demutualization Date However the Company establishes policyholder dividend obligation for earnings that will be paid to policyholders

as additional dividends described below The excess of closed block liabilities over closed block assets at the Demutualization Date

adjusted to aliminate the impact of related amounts in accumulated other comprehensive income represents the estimated maximum future

earnings from the clOsed block expected to result from operations attributed to the closed block after income taxes Earnings of the closed

block are recognized in income over the period the policies and contracts in the closed block remain in-force Management believes that over

time the actual cumulÆtiv earnings of the closed block will approximately equal the expected cumulative earnings due to the effect of

dividend changes If over the period the closed block remains in existence the actual cumulative earnings of the closed block are greater

than theexpected cumulative earnings of the closed block the Company will pay the excess of the actual cumulative earnings of the closed

block over the expected cumulative earnings to closed block policyholders as additional policyholder dividends unless offset by future

unfavorable experience of the closed block and accordingly will recognize only the expected cumulative earnings in income with the excess

recorded as policyholder dividend obligation If over such period the actual cumulative earnings of the closed block are less than the

expected cumulative earnings of the closed block the Company will recognize only the actual earnings in income However the Company

may change policyholder dividend scales in the future which would be intended to increase future actual earnings until the actual cumulative

earnings equal the expected cumulative earnings

Experience within the closed block in particular mortality and investment yields as well as realized and unrealized gains and losses

directly impact the policyholder dividend obligation The policyholder dividend obligation increased to $876 million at December31 2010

from zero at December31 2009 asa result of recent unrealizedgains in the closed block Aniortization of the closed block DAC which

resides outside of the closed block is based upon cumulative actual and expected earnings within the closed block Accordingly the

Compariys net income continues to be sensitive to the actual performance of the closed block
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Information regarding the closed block liabilities and assets designated to the closed block was as follows

December 31

2010 2009

In millions

Closed Block Liabilities

Future policy benefits $43456 $43576

Other policy-related balances 316 307

Policyholder dividends payable 579 615

Policiholder dividend obligation 876

Current income tax payable 178

Other liabilities 627 576

Total closed block liabilities 46032 45074

Assets Designated to the Closed Block

Investments

Fixed maturity securities available-for-sale at estimated fair value amortized cost $27067 and

$27129 respectively 28768 27375

Equity securities available-for-sale at estimated fair value cost $1 10 and $204 respectively 102 218

Mortgage loans 6253 6200

Policy loans 4629 4538

Real estate and real estate joint ventures held-for-investment 328 321

Short-term investments

Other invested assets 729 463

Total investments 40810 39116

Cash and cash equivalents 236 241

Accrued investment income 518 489

Premiums reinsurance and other receivables 95 78

Current income tax recoverable 112

Deferred income tax assets 474 612

Total assets designated to the closed block 42133 40648

Excess of closed block liabilities over assets designated to the closed block 3899 4426

Amounts included in accumulated other comprehensive income loss

Unrealized investment gains losses net of income tax of $594 and $89 respectively 1101 166

Unrealized gains losses on derivative instruments net of income tax of $5 and $3
respectively 10

Allocated to policyholder dividend obligation net of income tax of $307 and $0 respectively 569

Total amounts included in accumulated other comprehensive income loss 542 161

Maximum future earnings to be recognized from closed block assets and liabilities 4441 4587

Information regarding the closed block policyholder dividend obligation was as follows
Years Ended

December 31

2010 2009 2008

In mHllons

Balance at January 789

Change in unrealized investment and derivative gains losses 876 789

Balance at December 31 $876
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interest Rates

Weighted

Average

5.58%

2.41%

7.85%

8.67%

7.20%

Years Ended December 31

2010 2009 2008

In millions

$2461 $2708 $2787

2294 2197 2248

32 107 94

40

______
327

______

260

_____ 128 _____

______
5037

______

Years Ended December 31

2010 2009 2008

In millions

$4441 $4587 $418

144

4518

75

December 31

2010 2009

In millions

$16258 $10458

3600 1846

699 698

82 63

95 120

32 35

20766 13220

306 912

$21072 $14132

Information regarding the closed block revenues and expenses was as follows

Revenues

Premiums

Net investment income

Net investment gains losses

Other-than-temporary impairments on fixed maturity securities

Other-than-temporary impairments on fixed maturity securities transferred to other

comprehensive income loss

Other net investment gains losses
71 19

Total net investment gains losses
39 13

Net derivative gains losses 27 29

Total revenues
4767 4951

Expenses

Policyholder benefits and claims 3115 3329 3393

Policyholder dividends
235 394 498

Other expenses
199 203 217

Totalexpenses
4549 4926 5108

Revenues net of expenses before provision for income tax expense benefit 218 157

Provision for income tax expens benefit
72 36 68

Revenues net of expenses and provision for income tax expense benefit 146 75 89

The change in the maximum future earnings of the closed block was as follows

Balance at December 31

Less

Closed block adjustment1

Balance at January

Change during year

The closed block adjustment represents an intra-company reallocation of assets which affected the closed block The adjustment had no

impact on the Companys consolidated financial statements

MLIC charges the closed block with federal income taxes state and local premium taxes and other additive state or local taxes as well as

investment management expenses relating to the closed block as provided in the Plan MLIC also charges the closed block for expenses of

maintaining the policies included in the closed block

11 Long-term and Short-term Debt

Long-term and short-term debt outstanding is as follows

4587

146

4429

89

Range

0.61 %-7.72%

0.23%-4.86%

7.63%-7.88%

376%-i 5.00%

.98%-8.00%

Senior notes

Advances agreements

Surplus notes

Fixed rate notes

Other notes with varying interest rates

Capital lease obligations

Total long-term debt1

Total short-term debt

Total

Maturity

2011 -2045

2011-2015

2015-2025

2011-2012

2013-2030
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Excludes $6820 million at December 31 2010 of long-term debt relating to CSEs See Note
The aggregate maturities of long-term debt at December 31 2010 for the next five years and thereafter are $1 405 million in 2011$1520 million in 2012 $1464 million in 2013 $1653 million in 2014 $2365 million in 2015 and $12358 million thereafter
Advances agreements and capital lease obligations are collateralized and rank highest in priority followed by unsecured senior debt which

consists of senior notes fixed rate notes and other notes with varying interest rates followed by subordinated debt which consists of junior
subordinated debt securities Payments of interest and principal on the Companys surplus notes which Ore subordinate to all other

obligations at the operating company level and senior to obligations at the Holding Company may be made only with the prior approval of the
insurance department of the state of domicile Collateral financing arrangements are supported by either surplus notes of subsidiaries or
financing arrangements with the Holding Company and accordingly have priority consistent with other such obligations

Certain of the Companys debt instruments credit facilities and committed facilities contain various administrative reporting legal and
financial covenants The Company believes it was in compliance with all covenants at both December 31 2010 and 2009

Senior Notes Senior Debt Securities Underlying Equity Units
In connection with the financing of the Acquisition see Note in November 2010 MetLife Inc issUed to ALICO Holdihgs $3000 million

estimated fair value of $3011 million in three series of Debt Securities which constitute part of the Equity Units more fully described in
Note 14 The Debt Securities Series and are subject to remarketing initially bear interest at .56% .92% and 2.46% respectively
an average rate of 1.98% and carry initial maturity dates of June 15 2023 June 15 2024 and June 15 2045 respectively The interest
rates will be reset in connection with the successful remarketings of the Debt Securities Prior to the first scheduled attempted rOmarketing of
the Series Debt Securities such Debt Securities will be divided into two tranches equal in principalamount with maturity dates of June 152018 and June 15 2023 Prior to the first scheduled attempted remarketing of the Series Debt Securities such Debt Securities will be
divided into two tranches equal in principal amount with maturity dates of June 15 2018 and June 15 2045

Senior Notes Other

In August 2010 in anticipation of the Acquisition MetLife Inc issued senior notes as follows
$1000 million senior notes due February 2014 which bear interest at fixed rate Of 2.375% payable semiannually$1000 million senior notes due February 2021 which bear interest at fixed rate of 4.75% payable semiannually
$750 million senior notes due February 2041 which bear interest at fixed rate of 875% payable semiannually and
$250 million floating rate senior notes due August 2013 which bear interest at rate equal to three-month LIBOR reset quarterly
plus .25% payable quarterly

In connection with these offerings MetLife Inc incurred $15 million of issuance costs which have been capitalized and included in other
assets These costs are being amortized over the terms of the senior notes

In May 2009 MetLife Inc issued $1 250 million of senior notes due June 2016 The notes bear interest at fixed rate of 6.75% payable
semiannually In connection with the offering the Holding Company incurred $6 million of issuance costs which have been capitalized and
included in other assets These costs are being amortized over the term of the notes

In March 2009 MetLife Inc issued $397 million of floating rate senior notes due June 29 2012 under the FDIC Program The notes bear
interest at rate equal to three-month LIBOR reset quarterly plus 0.32% The notes are not redeemable prior to their maturity In connection
with the offering the Holding Company incurred $15 million of issuance costs which have been capitalized and included in other assets
These costs are being amortizedover the term of the notes

In February200g MetLife Inc remarketed its existing $1 035 million 4.91% Series Bjunior subordinated debt securities as 7.717% senior
debt securities Series due 2019 In August 2008 the Holding Company remarketed its existing $1 035 million 82% Series junior
subordinated debt securities as 817% senior debt securities Series due 2018 Interest on both series of debt securities is payable
semiannually The Series and Series Bjunior subordinated debt securities were originally issued in 2005 in connection with certain common
equity units See Notes 13 and 14

Advances from the Federal Home Loan Bank of New York

MetLife Bank is member of the FHLB of NYand held $187 million and $124 million of common stock of the EHLB of NY at December 3l
2010 and 2009 respectively which is included in equity securities MetLife Bank has also entered into advances agreements with the FHLB
of NY whereby MetLife Bank has received cash advances and under which the FHLB of NY has been granted blanket lien on certain of
MetLife Banks residential mortgage loans mortgage loans held-for-sale commercial mortgage loans and mortgage-backed securities to
collateralize MetLife Banks repayment obligations Upon any evnt default by MetLife Bank the FHLB of NYs recovery is limited to the
amount of MetLife Banks liability under the advances agreements The amount of MetLife Banks

liability for advances from the FHLB of NY
was $3.8 billion and $2.4 billion at December 31 2010 and 2009 respectively which is included in long-term debt and short-term debt
depending upon the original tenor of the advance During the years ended December 31 2010 2009 and 2008 MetLife Bank received
advances related to long-term borrowings totaling $2103 million $1 280 million and $220 million respectively from the FHLB of NY MetLife
Bank made repayments to the FHLB of NYof $349 million $497 million and $371 million related to long-term borrowings for the years ended
December 31 2010 2009 and 2008 respectively The advances related to both long-term and short-term debt were collateralized by
residential mortgage loans mortgage loans held-for-sale commercial mortgage loans and mortgage-backed securities with estimated fair

values of $7.8 billion and $5.5 billion at December31 2010 and 2009 respectively

Collateralized Borrowing from the Federal Reserve Bank of New York
MetLife Bank is depository institution that is approved to use the Federal Reserve Bank of New York Discount Window borrowing

privileges In order to utilize these privileges MetLife Bank has pledged qualifying loans and investment securities to the Federal Reserve
Bank of New York as collateral MetLife Bank had no liability for advances from the Federal Reserve Bank of New York at both December31
2010 and 2009 The estimated fair value of loan and investment security collateral pledged by MetLife Bank to the Federal Reserve Bank of
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New York at December31 2010 and 2009 was $1 .8 billion and $1 .5 billion respectively During the years ended December31 2009 and

2008 the weighted average interest rate on these advances was 0.26% and 0.79% respectively During the year ended December31 2009

the average daily balance of these advances was $1 513 million and these advances were outstanding for an average of 24 days There were

no such advances during the year ended December 31 2010

Shot-term Debt

Short-term debt with maturities bf one year or less is as follows
December 31

2010 2009

In millions

Commercial paper
102 319

MetLife Bank N.A Advances agreements with the FHLB of NY 190 585

Other 14

Total short-term debt 306 912

Average daily balance 687 2845

Averagedays outstanding
21 days 16 days

During the years ended December31 20102009 and 2008 the weighted average interest rate on short-term debt was 0.35% 0.42%

and 2.40% repeçtively

Interest Expense

Interest expense related to the Companys indebtedness included in other expenses was $815 million $713 million and $554 million for

the years ended December 31 2010 2009 and 2008 respectively and does not include interest expense on collateral financing

arrangements junior subordinated debt securities or common equity units See Notes t2 13 and 14

credit nd Committed FacilitieS

The Corpany naintains unsecured credit facilities and committed facilities which aggregated $4.0 billion and $1 2.4 billion respectively

at December 31 2010 When drawn upon these facilities bear interest at varying rates in accordance with the respective agreements

Credit Facilities The unsecured credit facilities are used for general corporate purposes to support the borrowers commercial paper

programs and for the issuance of letters of credit Total feds expensed associated with these credit facilities were $17 million $43 million and

$17 million for the years ended December31 2010 2009 and 2008 respectively Information on these credit facilitis at December31 2010

is as follows
Letter of

Credit Unused

Borrowers Expiration Capacity Issuances Drawdowns Commitments

In millions

MetLife Inc Ond MetLife Funding Inc October 201 $1 000 $1 000

MetLife Inc and MetLife Funding Inc October 2013 3000 1507 1493

Total $4000 $1507 $2493

All borrowUigs underthe credit agreement must be rpaid byOctober 201 exceptthat letters of credit outstanding upon termination may

remain outstanding until October 2014

Cprnrnitted Facilities The committed facilities are used for collateral for certain of the Companys affiliated reinsurance liabilities Total

fegs expenseçi assopiated with these committed facilities werq $92 millions $55 million and $35 mill jon for the years ended December 31

20102009 and 2008 respectively Information on these committed facilities at December31 2010 is as follows

Letter of

Credit Unused Maturity

Account Party/Borrowers Expiration Capacity lssuÆncea Drswdowns Commitments Years

In millions

MetLife Inc August 2011 300 300

Exeter Reassurance Company Ltd

MetLife Inc Missouri Reinurance

Barbados Inc June 2016 500 490 10

MetLife Reinsurance Company of

Vermont MetLife Inc December 20201 350 350 10

Exeter Reassurance Company Ltd December 2027 650 535 115 17

MetLife Reinsurance Company of South

Carolina MetLife Inc June 2037 3500 2797 703 26

MetLife Reinsurance Company of

Vermont MetLife Inc December 2037 2896 1603 1293 27

MetLife Reinsurance Company of

Vermont MetLife Inc September 2038 4250 2160 2090 27

Total2 $12446 $5438 $2797 $4211
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The Holding Company is guarantor under this agreement

See also Note 24
As result of the offerings of certain senior notes see Senior Notes Other artdcommon stock see Note 18 the commitment

letter for $5.0 billion senior credit facility which the Holding Company signed to partially finance the Acquisition was terminated Duing
March 2010 the Holding Company paid $28 million in fees related to this senior credit facility all of which were expensed during the year

ended December 3.1 2010 See Note 19

12 Collateral Finaicing Arrangements

Associated with the Closed Block

In December 2007 MLIC reinsured portion of its closed block liabilities to MAC wholy-owned subsidiary of the Company In

connection with this transaction MAC issued to investors placed by an unaffiliated financial institution $2.5 billion in aggregate principal

amount of 35-year surplus notes to provide statutory reserve support for the assumed closed block liabilities Interest on the surplus notes

accrues at an annual rate of 3-month LIBOA plus 0.55% payable quarterly The ability of MAC to make interest and principal payments on the

surplus notes is contingent upon South Carolina regulatory approval At both December31 2010 and 2009 the amount of.the surplus notes

outstanding was $2.5 billion

SimultaneoU with the issuance of the surplus notes the Holding Company entered into an agreement with the unaffiliated financial

institution under which the Holding Company is entitled tothe interest paid by MAC bn the surplus notesof 3-month LlBOI plus 0.559 in

exchange for the payment of 3-month LIBOR plus .12% payable quarterly on such amount as adjusted as described bdldw The Holding

Company may also be required to pledge collateral or make payments to the unaffiliated financial institution relatedtoany decline in the

estimated fair value of the surplusnotes Any such payments would be accounted for asa recivable and included in other assets on the

Companys consolidated balance sheets and would not reduce the principal amount outstanding of the surplus notes Such payments would

however reduce the amount of interest payments due from the Holding Company under the agreement Any payment received from the

unaffiliated financial institution would reduce the receivable by an amount equal to such payment and wQIJld also
ir.rease the ampunt of

interest payments due from the Holding Company pnder the agreement In addition the unaffiliated finndii institution may be reqLired to

pledge collteral to the olding Company related to any incr9ase in the estimated fair value of the purplus.gtes During 2008 the Holding

Company paiçl an aggregate of $800 million to the unaffiliated financial institution relating to declines in the estimated fair value of the surplus

notes The Holding Cornpany did not reCeive any paymentsfrom the unffitiated financial institution during2008 During 2009 on net basis

the Hdlding Company received $375 million from the unaffiliated financial institation related to changes in the estimated fair value of the

surplus notes No payments were made or received by the Holding Company during 2010 Since the closing of the collateral financing

arrangement in December 2007 on net basis the Holding Company has paid $425 million to the unaffiliated financial institution related to

changes infhe etimatedfgirvaIue of the surplus notes Inaddition atQecember 31 2008 the Holding Company had pledgectoollateral with

an estimated fair value of $230 millionto the unaffiliated financial institution At December 31 2009 the Holding Company had nd collateral

pledged to the unaffiliated financial institution in connection with this agreement At December31 2010 the Holding Company bad pledged
collateral with an estimated fair value of $49 million to the unaffihiated financial institution The Holding Company may also barequiredto make

payment to the unaffiliated financial institution in connection with any early termination of this agreement

majority of the proceeds from the offering of the surplus notes was placed in trust which is consolidated by the Company to support
MACs statutory obligations associated with the assumed closed block liabilities During 2007 MAC deposited $2.0 billion into the trust from

the proceeds of the surplusootes lOsued irr2007 DUtin 2008 MRC deposited an additional $314 millioninto the trust No dmOuntWa5

deposited into the trust during 2009 During 2010 MRC transferred $497 million out of the trust.At DecOrdber 31 2010 and 2009 the

estimated fair valujØ of assets held in trust brtheCompahy wOa$2.0 billion add $2.4 billion respectively The asdefs are phncipallyinvedted in

fixed maturity securifies and are predented as such within theCompanys consolidated balance sheets with the related iOcome included

within net investment income in thd Companys consolidated statements of Operations Interebt on the collateralfinancing arrangement is

included as component of other expenses
Total interdat expees related to the .ooIlaterI financing arrangementwas $S6 million $51 million and $1 17 million for the years ended

December 31 2010 2009 and 2008 respectively

Associated with Secondary Guarantees

In May 2007 the Holding Company and MASC wholly-owned subsidiary of the Company entered into 30-year collateral financing

arrangement with an unaffiliated financial institution that provides up to $3.5 billion of statutory rbserve 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 toas Aegulatibn A-XXX At both

December 31 2010 and 2009 $2.8 billion had been drawn upon under the collateral financing arrangement The collateral financing

arrangement may be Oxtended by agreement of the Holding Company and the unaffiliated finandial institution on each anniversary of the

closing

Proceeds from the collateral financing arrangement were placed in trustCto support MASCs statutory obligations associSted with the

reinsurance of secondary guarantees The trusts are VIEs which are consolidated by the Company The unaffiliated financial institution is

entitled to the return on the investment portfolio held by the trusts At December31 2010 and 2009 the Company held aCsets in trust with an
estimated fair value of $3.3 billion and $3.2 billion respectively associated with the collateral financing arrangement The assets are

principally invested in fixed maturity securities and are presehted as such within the Companys consolidated balance sheets with the related

income included within net investment income in the Companys consolidated statements of operations Interest on the collateral financing

arrangement is included as component of other expenses
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In connection with the collateral financing arrangement the Holding Company entered into an agreemert with the same unaffiliated
financial institution under which the Holding Company is entitled to the return on the investment portfolio held by the trusts established in

connection with this collateral financing arrangement in exchange for the payment of stated rate of return to the unaffiliated financial
institution of 3-month LIBOR plus 0.70% payable quarterly The collateral financing agreement may be extended by agreement of the Holding
Company and the unaffiliated financial institution on each anniversary of the closing The Holding Company may also be required to make
payments to the unaffiliated financial institution for deposit into the trusts related to any decline in the estimated fair value of the assets held
by the trusts as well as amounts outstanding upon maturity or early termination of the collateral financing arrangement During 2010 no
payments were made or received by the Holding Company During 2009 and 2008 the Holding Company contributed $360 million and$320 million respectively as result of declines in the estimated fair value of the assets in the trusts Cumulatively since May 2007 the
Holding Company has contnbuted total of $680 million as result of declines in the estimated fair value of the assets in the trusts all of which
was deposited into the trusts

In addition the Holding Company may be required to pledge collateral to the unaffiliated financial instituticn under this agreement At
December 31 2010 and 2009 the Holding Company had pledged $63 million and $80 million respectively under the agreement

Transaction costs associated with the collateral financing arrangement of $5 million have been capitalized are included in other assets
and are being amortized over the period from May 2007 the date the Holding Company entered into the collateral financing arrangement to
its expiration Total interest expense related to the collateral financing arrangement was $30 million $44 million and $107 million for the yearsended December 31 2010 2009 and 2008 respectively

13 Junior Subordinated Debt Securities

Outstanding Junior Subordinated Debt Securities

Outstanding junior subordinated debt securities and trust securities which MetLife Inc will exchange for junior subordinated debt
securities prior to redemption or repayment were as follows

Interest Rate

Carrying Value
Face Interest Scheduled Redemption Final

at December 31Issuer Issue Date Value Rate2 RedemptIon Date Date3 MaturIty 2010 2009

In millions
In millions

MetLife Inc
July 2009 500 10.750% August 2039 LIBOR 7.548% August 2069 500 500

MetLife Capital Trust X1 April 2008 750 9.250% April 2038 LIBOR 5.540% April 2068 750 750
MetLife Capital Trust IV1 December 2007 700 7.875% December 2037 LIBOR 3.960% December 2067 694 694
MetLife Inc December 2006 $1 250 6.400% December 2036 2.205% December 2066 1247 1247

$3191 $3191

MetLife Capital Trust and MetLife Capital Trust lv are VIEs which are consolidated in the financial statements of the Company The
securities issued by these entities are exchangeable surplus trust securities which will be exchanged for like amount of the Holding
Companys junior subordinated debt securities on the scheduled redemption date mandatorily under certain circumstances and at any
time upon the Holding Company exercising its option to redeem the securities The exchangeable surplus trust securities are classified as
junior subordinated debt securities for purposes of financial statement presentation
Prior to the scheduled redemption date interest is payable semiannually in arrears
In the event the securities are not redeemed on or before the scheduled redemption date interest will accrue after such date at an annual
rate of 3-month LIBOR plus margin payable quarterly in arrears

In connection with each of the securities described above the Holding Company may redeem or may caLise the redemption of the
securities in whole or in part at any time on or after the date five years prior to the scheduled redemption date at their principal amount plus
accrued and unpaid interest to but excluding the date of redemption or ii in certain circumstances in whole or in part prior to the date five

years prior to the scheduled redemption date at their principal amount plus accrued and unpaid interest to but excluding the date of
redemption or if greater make-whole price The Holding Company also has the right to and in certain circumstances the requirement to
defer interest payments on the securities for 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 is required to use proceeds from the sale of its common stock or
warrants on common stock to satisfy interest payment obligation In connection with each of the securities described above the Holding
Company entered into replacement capital covenant RCC As part of the RCC the Holding Company agreed that it will not repayredeem or purchase the securities on or before date ten years prior to the final maturity date of each issuance unless subject to certain
limitations it has received proceeds during specified period from the sale of specified replacement securities The RCC will terminate uponthe occurrence of certain events including an acceleration of the securities due to the occurrence of an event of default The RCC is not
intended for the benefit of holders of the securities and may not be enforced by them The RCC is for the benefit of holders of one or more
other designated series of the Holding Companys indebtedness which will

initially be its 5.70% senior notes due June 2035 The Holding
Company also entered into replacement capital obligation which will commence during the six month period prior to the scheduled
redemption date and under which the Holding Company must use reasonable commercial efforts to raise replacement capital to permit
repayment of the securities through the issuance of certain qualifying capital securities

Issuance costs associated with the issuance of the securities of $5 million and $8 million were incurred during the years endedDecember 31 2009 and 2008 respectively These issuance costs have been capitalized are included in other assets and are amortized
over the period from the issuance date until the scheduled redemption date of the respective issuances Interest expense on outstanding
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junior subordinated debt securities was $258 million $231 million and $186 million for the years ended December31 2010 2009 and 2008

respectively

Junior Subordinated Debt Securities Underlying Common Equity Units

In June 2005 the Holding Company issued $1067 milton 482% Series and $1067 million 4.91% Series junior subordinated debt

securities due no later th5n February 2039 and February 2040 respectively for total of $2134 million in exchange for $64 million in trust

common securities of MetLife Capital Trust II Series Trust and MetLife Capital Trust
Ill Series Trust and together with the Series

Trust the Capital Trusts both subsidiary trusts of MetLife Inc and $2070 million in aggregate cash proceeds from the sale by the

subsidiarytrusts of trust preferred securities constituting part of the common equity units The subsidiary trustseach issued $1 035 million of

trust preferred securities and $32 million of trust common securities

In August 2008 the Series Trust was dissolved and $32 million of the Series junior subordinated debt securities were returned to the

Holding Company concurrently with the cancellation of the $32 million of trust common securities of the Series Trust held by MetLife Inc

Upon dissolution of the Series Trust the remaining $1 035 million of Series junior subordinated debt securities were distributed to the

holders of the trust preferred securities and such trust preferred securities were cancelled In connection with the remarketing transaction in

August 2008 the remaining $1035 million of MetLife Inc Series junior subordinated debt securities were modified as permitted by their

terms to be 6.817% senior debt securities Series due August 2018 The Company did not receive any proceeds from the remarketing

See also Notes 11 14 and 18

In February 2009 the Series Trust was dissolved and $32 million of the Series junior subordinated debt securities were returned to the

Holding Company concurrently with the cancellation of the $32 million of trust common securities of the Series Trust held by MetLife Inc

Upon dissolution of the Series Trust the remaining $1 035 million of Series junior subordinated debt securities were distributed to the

holders of the trust preferred securities and such trust preferred securities were cancelled In connection with the remarketing transaction in

February 2009 the remaining $1 035 million of MetLife Inc Series Bjunior subordinated debt securities were modified as permitted by their

terms to be 7.717% senior debt securities Series due February 2019 The Company did not receive any proceeds from the remarketing

See also Notes 11 14 and 18

Interest expense on the junior subordinated debt securities underlying the common equity units was $6 million and $84 million forthe years

ended December31 2009 and 2008 respectively Therwas no interest expense on the junior subordinated debt securities underlying the

common equity units for the year ended December 31 2010

14 Common Equity Units

Acquisition of ALICO

In connection with the financing of the Acquisition see Note in November 2010 MetLife Inc issued to ALICO Holdings 40.0 million

Equity Units with an aggregate stated amount at issuance of $3000 million and an estimated fair value of $3189 million Each Equity Unit has

an initial stated amount of $75 per unit and initially consists of three Purchase Contracts each of which obligates the holder to purchase

on subsequent settlement date variable number of shares of MetLife Inc common stock par value $0.01 per share for purchase price

of $25 $75 in the aggregate and undivided beneficial ownership interest in each of three series of Debt Securities issued by MetLife

Inc each series of Debt Securities having an aggregate principal amount of $1 000 million Distributions on the Equity Units will be made

quarterly and will consist of contract payments on the Purchase Contracts and interest payments on the Debt Securities at an aggregate

annual rate of 00% of the stated amount at any time The excess of the estimated fair value of the Equity Units over the estimated fair value of

the Debt Securities see Note 11 after accounting for the present value of future contract payments recorded in other liabilities results in

net decrease to additional paid in capital of $69 million representing the fair value of the Purchase Contracts discussed below

The Equity Units the Debt Securities and the common stock issuable upon settlement of the Purchase Contracts are subject to the terms

of an investor rights agreement entered into among MetLife Inc AIG and ALICO Holdings which grants to ALICO Holdings certain rights and

sets forth certain agreements with respect to ALICO Holdings ownership voting and transfer of the shares including minimum holding

periods restrictions on the number of shares ALICO Holdings can sell at one time its agreement to vote the common stock in the same

proportion as the common stock voted by all other holders and its agreement not to seek control or influence the Company management or

Board of Directors The Equity Units are not listed on any exchange or inter dealer quotation system The Equity Units have been pledged to

secure certain indemnification obligations of ALICO Holdings under the Stock Purchase Agreement See Note

Purchase Contracts

Settlement of the Purchase Contracts of each series will occur upon the successful remarketing of the related series of Debt Securities or

upon final failed remarketing of the related series as described below under Debt Securities On each settlement date subsequent to

successful remarketing the holder will pay $25 per Equity Unit and MetLife Inc will issue to such holder variable number of shares of its

common stock in settlement of the applicable Purchase Contract The number of shares to be issued will depend on the average of the daily

volume weighted average prices of MetLife Inc common stock during the 20 trading day periods ending on and including the third day

prior to the initial scheduled settlement date for each series of Purchase Contracts The initially scheduled settlement dates are October 10

201 for the Series Purchase Contracts September 11 2013 for the Series Purchase Contracts and October 2014 for the Series

Purchase Contracts If the average value of MetLife Inc.s common stock as calchlated pursuant to the Stock Purchase Agreement during the

applicable 20 trading day period is less thah ot equal to $35.42 as such amount may be adjusted the Reference Price the number of

shares to be issued in settlement of the Purchase Contract will equal $25 divided bythe Reference Price as calculated pursuant to the Stock

Purchase Agreement the Maximum Settlement Rate If the market value of MetLife Inc.s common stock is greater than or equal to

$44275 as such amount may be adjusted the Threshold Appreciation Price the number of shares to be issued in sØttlemØnt of the

Purchase Contract will equal $25 divided by the Threshold Appreciation Price as so calculated the Minimum Settlement Rate If the market

value of MetLife Inc.s common stock is greater than the Reference Price and less than the Threshold Appreciation Price the number of

shares to be issued will equal $25 divided by the applicable market value asso calculated In the event of an unsuccessful remarketing of any

F-i 10 MetLife inc



MetLife Inc

Notes to the-Consolidated Financial Statements Oontinued

series of Debt Securities and the.postponement of settlementto later date the average market value usedto calculate the settlement rate

for particular series will not be recalculated although certain corporate events may require adjustments to the settlement rate After

settlement of li the Pyrchase Contracts MetLife Inc will receive proceeds of $3000 million and issue between 67.8 million and 84.7 million

shares of it common st-ock subject to certain adjustments The holder of an Equity Unit may at its option settle the related Purchase

Contracts before the appUable settlement date However upon early settlement the holder will receive the Minimum Settlement Rate

Distributions on the Purchase Contracts will be made quarterly at an average annual rate of 3.02% The value of the Purchase Contracts at

issuance of $247 million was calculated as the present value of the future contract payments and was recorded in other liabilities with an

offsetting decrease in additional paid-in capital The other liabilities balance will be reduced as contract payments are made For the year

ended December 31 2010 no contract payments were made

Debt Securities

The Debt Securities are senior unsecured notes of MetLife Inc which in the aggregate pay quarterly distributions at an initial average

annual rate of 1.98% and are included in long-term debt see Note 11 for further discussion of terms The Debt Securities will be initially

pledged as collateral to secure the obligations of each Equity Unit holder under the related Purchase Contracts Each series of the Debt

Securities will be subject to remarketing and sold on behalf of participating holders to investors The proceeds of remarketing net of any

related fees will be applied on behalf of participating holders who so elect to settle any obligation of the holder to pay cash under the related

Purchase Contract on the applicable settlement dates The initially-scheduled remarketing dates are Ottober 10 2012 for the Series Debt

Securities September 11 2013 for the Series Debt Securities and October 2014 for the Series Debt Securities subject to delay if

there are one or.more unsuccessful remarketings If the initial attempted remarketing of series is unsuccessful up to two additional

rdtnarketin attempts will occur At the remarketing date the remarketihg agent may reset the rate on the Qebt Securities subject to

reset cap for each of the first two attempted remarketings of each series If remarketing is successful the reset rate will apply to all

outstanding bebf SbUrities of the applicable tranche of the remarketed series whether or not the holder participated in the remarketing and

will become effective on the settlement date of such remarketing If the first remarketing attempt with respect to series is unsuccessful the

applicable Purchase Contract settlement date will be delayed for three calendar months at which time second rernarketing attempt will

occur in connection with settlement If the second remarketing attempt is unsuccessful one additional delay may occur on the same basis If

both additional remerketing attempts are unsuccessful final failed remarketing will have occurred and the interest rate on such series of

Debt Securities will not be reset and the holder may put such series of Debt Securities to MetLife Inc at price equal to its principal amount

plus accrued and unpaid interest if any and apply the principal amount against the holders obligations under the related Purchase Contract

Earnings Per Common Share

The treasury stock method is used to determine the potential dilution of the Purchase Contracts on earnings per common share There

was no dilution associated with the Purchase Contracts for the year ended December 31 2010

Acquisition of The Travelers Insurance Company
In connection with financing the acquisition of The Travelers Insurance Company on July 2005 the Holding Company distributed and

sold 82.8 million ft-375%--common equity units for $2070 million in proceeds in registered public offering on June 21 2005 The common

equity unitsconsisted of interests in trust preferred securities issued by MetLife Capital Trusts II and Ill and stock purchase contracts issued

by the Holding Company The only assets of MetLife Capital Trusts Ii and Ill were junior subordinated debt securities issued by the Holding

Company The comtrion equity units ceased to exist upon the closing of the remarketing of the underlying debt instruments and the settlement

of the stock purchase contracts in August 2008 and February 2009 See Notes 13 and 18

15 Income Tax

The provision for income tax from continuing operations was as follows

Years Ended December 31

2010 2009-- 008

In millions

Current

Federal 141 231 35
State and -local 21 10

Foreign 203 236 623

Subtotal 365 17 598

Deferred

Federal 670 2135 1056

State and local 26

Foreign 153 77 68

Subtotal 816 032 982

Provision for incometax 8xpºflse benefit- $1181 $2015 $1580
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The reconciliation of the income tax provision at the U.S statutory rate to the provision for income tax as reported for continuing operations

was as follows

Years Ended December31

2010 200k 2008

in millions

Tax provision at U.S sthtutory rate $1 385 $1 517 $1771

Thx effect of

Tax-exempt investment income 242 288 254
State and local income tax 17

Prior year tax

Tax credits

Foreign tax rate differential and change in valuation allowance 26

Other het 26
Provision for income tax expense benefit $1 181

_______ ______

Deferred inCome tax assets

Policyholdei liabilities and receivables

Net opetating loss carryforwards

Emnoyee benefits

Capital loss carryforwards

-Tax credit carryforwards

Net unrealized investment losses

Litigation-related and government mandated

OthOr

Deferred income tax liabilities

Investments including derivatives

lntangilale.s ...
.Nt unreald investfent.gains

li

DAC

Other 125
_____

10278 _____

Netdeferred income tax asset liability 1881 $1228

Domestic net operating loss oarryforwards of $2181 million at December31 2010 will expire beginning in 2020 Statenet operating loss

carryforwdrcis of $123 million afDecember 31 2010 will expire beginning in 2011 Foreign net operating loss carryforwards of $2132 million

at December 31 2010 were generated in various foreign countries with expiration periods of five years to indefinite expiration Domestic

capital kss carryfbrwards of $1 30 million at December 31 2010 will expire beginning in 2011 Foreign capital loss carryforwards of

$35 million at December 31 2010 will expire beginning in 2014 Tax credit carryforwards were $459 million at December 31 2010

The Company has recorded valuation allowance related to tax benefits of certain state and foreign net operating and capital loss

carryforwards and certàiæ foreign unrealized losses The valuation allowance reflects managements assessment based on available

information that it isore likely than not that the deferred income tax asset for certain foreign net operatingand capital los carryforwards and

certain foreignlJnreelized losses will not be realized The tax benefit will be recognized whn managernnt believes that it is more likely than

not that these deferred income-tax assets are realizable In 2010 the Company recorded an overall increase to the deferred tax valuation

allowance of $44 million comprised of decrease of $2 million related to certain foreign unrealized losses an increase of $18 million related

to certain foreign capital loss carryforwards an increase of $28 million related to certain state and foreign net operating loss carryforwards

The Company has not provided U.S deferred taxes on cumulative earnings of certain non-U.S affiliates and associated companies that

have been reinvested indefinitely These earnings relate to ongoing operations and have been reinvested in active non-U.S business

59 26

82 87 58

Dferred income tax represes the tax effect of the difference between the book and tax basis of assets and liabilities lJØt deferred

income tax assets and liabilities corsisted of the following

118 65

$2015 $1580

Deember31
2010 2009

in millions

5169 $3929

1400 871

664 661

408 551

459 401

816

2271 240
31 276

Lees ValuatidhäIlowane

8658

261

397

7745

217

7528

1253 1434

3068 334

1490

4342 4439

93

6300
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operations The Company does not intend to repatriate these earnings to fund U.S operations Deferred taxes are provided for earnings of

non-U.S affiliates and associated companies when the Company plans to remit those earnings At December31 2010 the Company has

not made provision for U.S taxes on approximately $1 045 million of the excess of the amount for financial reporting over tax basis of

investments in foreign subsidiaries that are essentially 5ermanent in duration It is not practicable to estimate the amount of deferredtax

liability
related to investments in these foreign subsidiaries

The Company files income tax returns with the U.S federal government and various state and local jurisdictionsas well as foreign

jurisdictions The Company is under continuous examination by the IRS and other tax authorities in jurisdictions in which the Company has

significant business operations The income tax years under examination vary by jurisdiction With few exceptions the Company is no

longer-subject toU .S federal state and local or foreign income tax examinations by tax authorities for years prior to 2000 In early 2009 the

Company and the IRS completed and substantially settled the audit years of 2000 to 2002 few issues not settledhave been escalated to

the next level IRS Appeals In
April 2010 the IRS exam of the current audit cycle years 2003 to 2006 began

The Companys liability
for unrecognized tax benefits may decrease in the next 12 months pending the outcome of remaining issues tax-

exempt income and tax oreditsasCociated with the 2000 to 2002 IRS audit reasonable estimate of the decrease cannotte made at thiC

time However the Company continues to believe that the ultimate resolution of the issues will not result in a- mOterial change to its

consolidated-financial statements although the resolution of income tax matters could impact the Companys effective tax rate for particular

future peniod

The Cornany classifies ititefest accrued related to unrecognized tax benefits in interest expense included within other expenses while

penalties are included in income tax expense

At December 31 2010 the Companys total amount of unrecognized tax benefits was $810 million and te total amount of uncognized

tax benefits that would affect the effective tax rate if recognized was $536 million The total amount of unrecognized tax benefits increasec

by $37 million from December31 2009 primarily due to increases for tax positions of prioryears offset by reductions for tax positibns of prio

years and.settlements reached with the IRS The increases for tax positions of prior years included $169 million from the acuisition of

American Life Settlements with tax authorities amounted to$59 million all of which was reclassified-to current and deferred income tax

payable as applicable -with $3 million paid in 2010

At December31 2009 the Companys total amount of unrecognizedtax benefits was $773 million-and the total amount-of unrecognized

tax-benefits that wOuld affectthe effective tax rate if recognized was $583 millionThe total amountof unrecognized tax benefits increased

by$7 million from December 3t 2008 primarily due to additions for tax positions of the current and prior years offsetby settlements reached

with the IRS Settlements-with tax authorities amountedto $46 million of which $44 million was reclassified to current income tax patable and

paid in 2009 and $2 million reduced current income tax expense

At December31 2008 the Companys total amount of unrecognized tax benefits was $766 million and the total amount of unrecognized

tax benefits that would affect the effective tax rate if recognized was $567 million The total amountof unrecognized tax benefits decreased

by $74 million from December31 2007 primarily due to settlements reached with the IRS with respect to certain significant issueC involving

demutualization leasing and tax credits offset by additions for tax positions of the current year Asa result of the settlements items within the

liability for unrecognized tax benefits in the amount of $153 million were reclassified to current and deferred income tax payable as

applicable of which $20 million was paid in 2008 and $133 million was paid in 2009

reconciliation of the beginning and ending amount of unrecognized tax benefits was as follows

Years Ended
December 31

2010 2009 2008

InmiIlions

Balance at January $773 $766 840

Additions for tax positions of prior years
186 43 11

Reductions for tax positions of prior years 84 33 51

Additisins for tax positions of current year
13 52 147

Reductions fdrtOx positions of current year 22

Settlements with tax authorities 59 46 153

Lapes of statutes of limitations 11

BalancatDecember3l $810 $773 $766

During the year ended December 31 .2010 the Company recognized $39 million in interest expense associated with the liability
for

unrecognized tax benefits At December 31 2010 the Company had $221 million of accrued interest associated with the liability for

unrecognized tax benefits The $23 million increase from December31 2009 in accrued intereta associated with the liability for unrecognized

tax benefits resulted primarily from an increase of $20 million from the acquisition American Life along with an increase of $39 million of

interestexpense and $36 million decrease primarily resulting from the aforementioned IRS settlements Of the $36 million decrease

$18 million has been reclassified to current Income tax payable of which $2 million was paid in 2010 The remaining $18 million reduced

interest expense

During the year ended December 31 2009 the Company recognized $44 million in interest expense associated with the liability for

unrecognized tax benefits At December 31 2009 the Company had $198 million of accrued interest associated with the liability for

unrecognized tax benefits The $22 million increase from December31 2008 in accrued interest associated with the liabilitytor unrecognized

tax benefits resulted from an increase of $44 million of interest expense and $22 million decrease primarily resulting from the
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aforementioned IRS settlements Of the $22 million decrease $20 million was reclassified to current income tax payable and was paid in

2009 The remaining $2 million reduced interest expense

During the year ended December 31 2008 the Company recognized $37 million in interest expense associated with the liability for

unrecognized tax benefits At December 31 2008 the Company had $176 million of accrued interest associated with the liability for

unrecognized tax benefits The $42 million decrease from December 31 2007 in accrued interest associated with the liability for

unrecognized tax benefits resulted from an increase of $37 million of interest expense and $79 million decrease primarily resulting from
the aforementioned IRS settlements Of the $79 million decrease $78 million was reclassified to current income tax payable in 2008 with

$7 million and $71 million paid in 2008 and 2009 respectively The remaining $1 million reduced interest expense
The Treasury Department end the IRS have indicated that they intend to address through regulations the methodology to be followed

in determining the dividends received deduction DAD related to variable life insurance and annuity contracts The DRD reduces the

amount of dividend income subject to tax and is significant component of the difference between the actual tax expense and expected
amount determined using the federal statutory tax rate of 35% Any regulations that the IRS ultimately proposes for issuance in this area will be
subject to public notice and.comment at which time insurance companies and other interested parties will havethe opportunity to raise legal
and practical questions about the contertt scope and application of such regulations As result the ultimate timing and substance of any
such regulations are unknown at this time For the years ended December31 2010 and 2009 the Company recognized an income tax

benefit of $87 million and $216 million respectively related to the separate account DAD The 2010 benefit included an expense of

$57 millipn reltedto true-L.p of the 2009 tax return The 2009 benefit included benefit of $33 million related to true up of the 2008 tax

return

16 Contingencies Cothrnitrnents and Guarantees

Contingencies

Litigation

The Company is defendant in large number of litigation matters In some of the matters very large and/or indeterminate amounts
including punitive and treble damages are sought Modern pleading practice in the United States permits considerable variation in the

assertion of monetary damages of other relief Jurisdictions may permit claimants not to specify the monetary damages sought or may permit
claimants to state only that the amount sought is sufficient to invokO the jurisdiction of the trial court In addition jurisdictions may permit

plaintiffs to allege monetary damages in amounts well exceeding reasonably possible verdicts in the jurisdiction for silnilar matters This

variability in pleadings together with the actual experience of the Company in litigating or resolving through settlement numerous claims over
an extended period of time demonstrates to management that the monetary relief which may be-specified in lawsuit or claim bears little

relevance to its merits or disposition value

Due to the vagaries of litigation the outcome of
litigation matter and the amount or range of potential loss at particular points in time may

normally be difficult.to ascertain Uncertainties can include how fact finders will evaluate documentary evidence and the credibility and
effectiveness of witness testimony and how trial and appellate courts will apply the law in the context of the pleadings.or evidence presented
whether by motion practice or at trial Qr on appeal Disposition valuations are also subject to the uncertainty of how opposing parties and their

counsel will themselves view the relevant evidence and applicable.law

On quarterly and annual basis the Company reviews relevant information with respect to litigation andcontingencies to be reflected in

the Companys conspildated financial statements The review includes senior legal and financial personnel Estimates of possible losses or

ranges of loss for partioular matters cannot in the ordinary course be made with reasonable degree of certainty Liabilities are established

when it is probable that losC has been incurred and the amount of the loss can be reasonably estimated Liabilities have been established for

number of the matfers noted below ft is possible that some of the matters could require the Company to pay damages or make other

expenditures or establish accruals in amounts that could not be estimated at December 31 2010

Asbestos-Related Claims

MLIC is and has been defendant in large number of asbestos-related suits filed primarily in state courts These suits principally allege
that the plaintiff or plaintiffs suffered personal injury resulting from exposure to asbestos and seek both actual and punitive damages MLIC
has never ngaged in the business of manufacturing producing distributing or selling asbestos or asbestos-containing products nor has
MLIC issued

liability or workers compensation insurance to companies in the business of manufacturing producing distributing or selling
asbestos or asbestos-containing products The lawsuits principally have focused on allegations with respectto certain research publication
and other activities of one or more of MLICs employees during the period from the 1920s through approximately the 1950s and allege that

MLIC learned or should have learned of certain health risks posed by asbestos and among other things improperly publicized orfailed to

disclose those health risks MLIC believes that it should not have legal liability in these cases The outcome of most asbestos
litigation

matters however is uncertain and can be impacted by numerous variables including differences in legal rulings in various jurisdictions the

nature of the alleged injury and factors unrelated to the ultimate legal merit of the claimsässerted against MLIC MLIC employs number of

resolution strategies to manage its asbestos loss exposure including seeking resolution of pending litigationby judicial rulings andsettling
individual or groups of claims or lawsuits uOder appropriate circumstances

Claims asserted against MLIC have included negligence intentional tort and conspiracy concerning the health risks associated with

asbestos MLICs defenses beyond denial of certain factul.allegations include that MLIC owed no dutyto the plaintiffs it had nO peciai
relationship with the plaintiffs and did not manufacture produce distribute or sell the asbestos products that allegedly injured plaintiffs

plaintiffs did not rely on any actions of MLIC ii MLICs conduct was not the cause of the plaintiffs injuries iv plaintiffs exposure occurred
after the dangers of asbestos were known and the applicable time with respect to

filing
suit has expired During the course of the litigation

certain trial courts have granted motions dismissing olaitns against MLIC while other trial courts have denied MLICs motions to dismiss
There can be no assurance that MLIC will receive favorable decisiohs on motions in the future While most cases brought to date have settled
MLIC intends to continue to defend aggressivelyagainst claims based on asbestos exposure including defending claims at trials
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The approximate total number of asbestos personal injury claims pending against MLIC as of the dates indicated the approximate number

of new claims during the years ended on those dates and the approximate total settlement payments made to resolve asbestos personal

injury
claims at or during those years are set forth in the following table

December 31

2010 2009 2008

in millions except number of

claims

Asbestos personal injury claims at year end 68513 68804 74027

Number of new claims during the year 5670 3910 5063

Settlement payments during the year1 34.9 37.6 99.0

Settlement payments represent payments made by MLIC during the year in connection with settlements made in that year and in prior

years Amounts do not include MLICs attorneys fees and expenses and do not reflect amounts received from insurance carriers

In 2007 MLIC received approximately 7161 new claims ending the year with total of approximately 79717 claims and paid

approximately $28.2 million for settlements reached in 2007 and prior years In 2006 MLIC received approximately 7870 new claims ending

the year with total of approximately 87070 claims and paid approximately $35.5 million for settlements reached in 2006 and prior years In

2005 MLIC received approximately 18500 new claims ending the yearwith atotal of approximately 100250 claims and paid approximately

$74.3 million for settlements reached in 2005 and prior years In 2004 MLIC received approximately 23900 new claims ending the year with

atotal of approximately 108000 claims and paid approximately $85.5 million for settlements reached in 2004 and prior years In 2003 MLIC

received approximately 58750 new claims ending the year with total of approximately 111700 claims and paid approximately

$84.2 million for settlements reached in 2003 and prior years The number of asbestos cases that may be brought the aggregate amount

of any liability that MLIC may incur and the total amount paid in settlements in any given year are uncertain and may vary significantly from year

to year

The ability of MLIC to estimate its ultimate asbestos exposure is subject to considerable uncertainty and the conditions impacting its

liability can be dynamic and subject to change The availability
of reliable data is limited and it is difficult to predict with any certainty the

numerous variables that can affect liability estimates including the number of future claims the cost to resolve claims the disease mix and

severity of disease in pending and future claims the impact of the number of new claims filed in particular jurisdiction and variations in the

law in the jurisdictions in which claims are filed the possible impact of tort reform efforts the willingness of courts to allow plaintiffs to pursue

claims against MLIC when exposure to asbestos took place after the dangers of asbestos exposure were well known andthe impact of any

possible future adverse verdicts and their amounts

The ability to make estimates regarding ultimate asbestos exposure declines significantly as the estimates relate to years further in the

future In the Companys judgment there is future point after which losses dease to be probable and reasonably estimable It is reasonably

possible that the Companys total exposure to asbestos claims may be materially greater than the asbestos liability currently accrued and that

future charges to income may be necessary.While the potential future charges could material in the particular quarterly or annual periods in

which they are recorded based on information currently known by management management does not believe any such charges are likely to

have material adverse effect on the Companys financial position

During 1998 MLIC paid $878 million in premiums for excess insurance policies for asbestos-related claims The excess insurance

policies for asbestos-related claims provided for recovery of losses up to $1 .5 billion in excess of $400 million self-insured retention The

Companys initial option to commute the excess insurance policies for asbestos-related claims would have arisen at the end of 2008 On

September 29 2008 MLIC entered into agreements commuting the excess insurancC policies at September 30 2008 As result ofthe

commutation of the policies MLIC received cash and securities totaling $632 million Of this total MLIC received $1 15 million in fixed maturity

securities on September 26 2008 $200 million in cash on October 29 2008 and $317 million in cash on January 29 2009 MLIC

recognized loss on commutation of the policies in the amount of $35.3 million during 2008

In the years prior to commutation the excess insurance policies for asbestos-related claims were subject to annual and per claim

sublimits Amounts exceeding the sublimits during 2007 2006 and 2005 were approximately $16 million $8 million and $0 respectively

Amounts were recoverable under the policies annually with respect to claims paid during the prior calendar year Each asbestos-related

policy contained an experience fund and referenbe fund that provided for payments to MLIC at the commutation date if the reference fund

was greater than zero at commutation or pro rate reductions from time to time in the loss reimbursements to MLIC if the cumulative return on

the reference fund was less than the return specified in the experience fund The return in the reference fund was tied to performance of the

SP 500 Index and the Lehman Brothers Aggregate Bond Index claim with respect to the prior year was made under the excess insurance

policies in each year from 2003 through 2008 for the amounts paid wlth respect to asbestos litigation in excess of the retention The foregone

loss reimbursements were approximately $62.2 million with respect to cl8ims for the period of 2002 through 2007 Because the policies were

commuted at September 30 2008 there will be no claims under the policies or forgone loss reimbursements with respect to payments made

in 2008 and thereafter

The Company believes adequate provision has been made in-its consolidated financial statements for all probable and reasonably

estimable losses for asbestos-related claims MLICs recorded asbestos liability is based on its estimation of the following elements as

informed by the facts presently known to it its understanding of current law and its past experiences the probable and reasonably

estimable liability for asbestos claims already asserted against MLIC including claims settled but not yet paid ii the probable and reasonably

estimable liability for asbestos claims not yet asserted against MLIC but which MLIC believes are reasonably probable of.assertion and

iii
the legal defense costs associated with the foregoing claims Significant assumptions underlying MLICs analysis of the adequacy of its

recorded liability With respect to asbestos litigation
include the number of future claims ii the cost to resolve claims and iii the cost to

defend claims
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MLIC reevaluates on quarterly and annual basis its exposure from asbestos litigation including studying its claims experience reviewing

external literature regarding asbestos claims.experieflCe in the United States assessing relevant trends impactingasbestos liability and

considering numerous variables that can affect its asbestos liability exposure on an- overall or per claim basis These variables include

bankruptcies of other companies involved in asbestos litigation legislative and judicial developments the number of pending claims involving

serious disease the number of new claims filed against it and other defendants and the jurisdictions in which claims are pending As

previously disclosed ir 2002 MUG increased its recorded liability for asbestos-related claims by $402 million from approximately $820 million

to $1225 million BasØdupon its regular reevaluation of its exposure from asbestos litigation MLIC has updated its liability analysis for

asbestos-related claims through December 31 2010

Regulatoty Matters

The Company receives and responds to subpoenas or other inquiries from state regulators incliliding
state insurance commissioners

state attorneys general or other state governmental authorities federal regulators including the SEC federal governmental authorities

including congressional committees and the Financial Industry Regulatory Authority FINRA seeking broad range of information The

issues involved in information requests and regufator matters vary widely The Company cOoperatesin .these inquiries

Attorneys general from 50 states and several state bankingand -mortgae regulators announced multistate jbint investigation of

mortgage servicers to determine whether inaccurate affidavits or- otherdocuments were submitted in suppOrt of fdreclosurŒ proceedings

MetLife Bank and specifically its mortgage servicing department within MetUfe Home Loans received requests for infornMtion from some of

these state attorneys general and other redulators Also the Acting Comptróllerof the Currency disalosed in testimony before Congress that

14 mortgage servicing businesses affiUatedwlth banking organizations including that of MetLife Bank have been the subject of an intra

agency confidential horizontal examination of mortgage seivicing and foreclosure activities The Acting Comptroller also testified that

federal banking regulators expect to issue administratIve enforcement orders to such businesses and to seek civil money penalties The

Acting Comptrollers testimony also indicated that other federal agencieS including the Dbpartment of Justice andthe Federal Trade

Commission were examining potential acdons with respect tosuchbusinesses MetLife is cooperating with its regulatbrsin connection with

their review of these matters but cannot predict the outcome of these matters It is possible that additional state or federal regulators or

legislative bodies maypursue similar investigatiene-or make related inquiries Management believes that the Companys financial statements

as whole will not be materially affected by the MetLife Bank regulatory mattets

United States of America v. EME Homer City Generation L.P et al WD Pa filed January 2011 On January 2011 the United

States commenced civil action in United States DistrictCourt for the Western District of Pennsylvania against EME Homer City Generation

L.P EME Homer City Homer City 0L6 LLC and other defendants regarding the operations of the Homer City Generating Station an

electricity generating facility Homer City 0L6 LLC an entity owned by MLIG is passive investor with noncontrolling interest in the

electricity generating facility which is solely operated by the lessee EME Homer City The complaint seeks injunctive relief and assessment of

civil penalties for alleged violations of the federal Clean Air Act and Peænsylyanias State lmplementation Plan The alleged violations.were the

subject of Notices of Violations NOVs that the Environmental Protection Agency EPA issued to EME Homer City Homer City 0L6.LLC

and others in June 2008 and May 2010 On January 2011 the United States District Court for the Western District of Pennsylvania granted

the motion by the Pennsylvania Department of.Environmental Protection nd the State-of New York to intervene in the lawsuit as additional

plaintiffs On January 2011 two plaintiffsfiled putative classaction titled Scott Jackson and Maria Jackson EMEI-iomer City Generation

LP et at in the United States District Court for the Western District of-Pennsylvania on behalf of putative class of persons who have

allegedly incurred damage to their persons and/or property because of the yiplations alleged in the action brought by the-United States

Homer City 0L6 LLC is defendant in this action EME Homer City has acknowledgedits obligation to indemnify Homer City OLO LLC for any

claims relating to the NOV5 ..

/n the Matter of chem form Jnc Site Pompano Beach BrowaiçJ County F/orid@ In July-2Oi0 the EP adyisad Mi_IC that it believed

payments were due under two settlempnt agreements known as .Administrative Orders on Consent that New England Mutual Life

Insuranqe Company New England Mutualsigned in 198a and 1.92 with resppct to the cleanpp of Superfund site in Florida the

Chemform Site The EPA originally contacted MLIC as successorto New England Mutual and third party in 2001 and advised thattiey

owed additional clean-up costs for the Cherrtform Site The matter wasnQt resolved at thattime- The-EPA is rqquesting payment of an amount

under $1 -million from MLIC and third partyfor- past costs and for fotura environmental 4esting costs at the Chemform Site

Regulatory authorities in small number of statesand FINRA and-occasionally the SEC have had investigations or inquirieprelating to

sales of individual life insurance policies oç annuities or other products by MLIC MICO New England Life Insurance Company and GALIC and

fhe four Company broker-dealers which are MetLife Securities Inc MSt1 New England-Securities Corpomtion Walnut 5treet Securities

Inc and Tower Square Securities Inc These investigations often focus on the conduct of particularfinancial ervicesreprpsentatives and the

sale of unregistered or unsuitable products or the misuse of client assets Ovpr the past several yearsthese and number of investigations

by other regulatory authorities were resolved for monetary payments and certain other relief including restitution payments The Company

may continue to resolve investigations in similar manner The Company believes adequate provision has been made in its consolidated

financial statements for all probable and reasonably estimable losses for these sales practices-related investigations or inquiries

Retained Asset Account Matters

The New York Attorney General announced on July 29 2010 that his office had launched major fraud investigation into the life insurance

industry for practices related to the use of retained asset accounts as settlement option fo death benefits and that subpoenasreqUeSting

comprehensive data related to retained asset accounts had been served on MetLife and other insurance carriers The Company received the

subpoenaon July 30 2010 The Company also has received requests for documents and information from U.S congressional committees

and members as well as various state regulatory bodiSs including the NØwYork Insurance Department It is possible that other state and

federal regulators or legislative bodies may pursue similar investigations or make-related inquiries Management cannot predict what effect

any such investigations might have on the-Companys earnings or the availability of the Companys retained asset aocount known as the Total

Control Account TCA but management believes that the Companys consolidated financial statements taken as whole would not be
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materially affected Management believes That any allegations-that informatbn aboutthe TCA is not adequately disclosed orthat the accounts

are fraudulent or otherwise violate state or federal laws are without merit

MLIC is defendant in lawsuits elate-to the TCA The lawsuits include claims of breach of contract breach of common law fiduciary

duty or quasi-fiduciary-duty such as confidential or special relationship or breach of fiduciary duty under the Employee Retirement

Income Security Act of 1974 ERISA
Clark at Metropolitan Life Insurance Company DtiNev filecL March 28 2008 This putative class action lawsuit alleges breach of

contract and br-each of commonjaw fiduciary and/or quasi-fiduciary duty arising from use of the TCA to pay life insurance policy death

benefits As damages plaintiffs seek disgorgement of the difference between the interest paid to the account holders and the investment

earnings on the assets backing the accounts In March 2009 the court granted in part and denied in part MLICs motion to dismiss

dismissing the fiduciary duty and unjust enrichment claims but allowing breach of contract claim and special or confidential relationship

claim to go forward Qn September 2010 the court granted MLICs motion for summary judgment On September 20 2010 plaintiff filed

Notice of Appeal tothe I.nited States-Court of Appeals for the Ninth Cirquit

Faber etal Metropolitan Life lpsurance CompanyS.D.N filed December 2008 This putative class action lawsuit alleges that

MLICs use of theTCA as the settlement option unr group life insurance policies violates MLICs fiduciary duties under ERISA As damages

plaintiffs seek disgorgement of the difference between the interest paid to the account holders and the investment earnings on the assets

backing the accounts On October 23 2009 the court granted MLICs motion to dismiss with prejudice On November 24 2009 plaintiffs

filed Notice of Appeal to the United States Court of Appeals for the Second Circuit

Kb/fe et Mefropólitan Life
lnsurayóe CompthiyD Nov filed in state court on July 30 2010 and removed to federal court on

September 2010 This putative class action lawsuit raises breach of cbOtract claim arising from MLICs use of the TCA to pay life

insurance benefits under tla Federal Emlbyees Group Life Insurance prorarn Ab damages plaintiffs seek disgorgement of the difference

between the mntebst paid to the account holders and the investment earnings on the assets backing the accounts In September 2010

plaintiffs filed motion for dtbss ceffifiOtion of the brŁbch of contract claim which the court has stayed On November 22 2010 MLIC filed

motiorio dlsmisd

ct her U.S Litigation

Travelers Ins Co eta Banc of America SepuritieLLC SONY filed December13 001 OnJanyary6 2009 afterajurytrial the

distriot court entered judgrpent injavor of The Trgylers Insurance Company now known as MICC in the amount of approximately

$42 million inconnectiop-with securities and common law clpims against the defendant On May14 2009 the district cpurt issued an opinion

and orçlerdenying th defendants post judgment motion seeicjng ajucgment in its favor or in the alternative new trial.On July 20 2010 the

United States Court of Appeals for the Second Circuit issued an order affirming the district courts judgment in favor of MIO and the district

courts order denying defendants post-trial motions On October 14 2010 the Second Circuit issued an order denying defendants petition

for rehearing of its appeal On October 20 2010 the defendant paid MICC approximately $42 million which represents the jUdment amount

due tO tAICO This lawsuit is now fully resolved

Rbberts et al Tishman Speyer Properties eta Sup Ct N.Y County filed Jahuary 22 2007 This lawsuit was filed by putative

dabs of market rate tenents at Stuyvesant Town and Peter Coopet Village against parties including MetropolitanTower Life Insurance

Compeny MTL and Metropolitan Insurance and Annuity Company Metropolitan Insurance and Annuity Company has mergedinto MTL and

no longer exiCts as separate entity Theee tenants claim that MTL as former owner and the current owner iniproperl deregulated

aparfhents while receiving J-5-1 tax dbatementsThe -laWsuit seeks dedaratoFy relief and damages for rent dvercharges Although the

tenants allege over $200 million in damages in the complaint MTL strongly disputes the tenants damages amounts In OctobCr2009 the

New York State Court of Appeals issued an opinion denying MTLs diotion to dismiss the bomplaint Thelawsuit has returnedto the trial court

where MTL continuesto vigorously defend against the claims The Company believes adequate provision has been made in its consolidated

financial statements for all probable and reasonably estimable losses for this lawsuit It is reasonably possible that the Companys total

exposure may-be greater than the liability currently accrued and that future charges to income may be necessary Management believes that

the Companys financial statements as whole will not be materially affected by any such future charges

Thomas eta Metropolitan Life Ins Co eta WD OkIa filed January312007 putative class action complaint-was filed against

MLIC and MSI Plaintiffs asserted legal theories of violations of the federal securities laws and violation pf state laws .with respect to the sale

of certain proprietary products by the Compenys agency distribution group Plaintiffs sought rescission compensatory damages interest

punitive damages and attorneys fees and expenses In August 2009 the district court granted defendants motion for summary judgment

On February 2011 the United States Court of Appeals for the Tenth Circuit affirmed the judgment of the district court granting MLICs and

MSIs summary judgment motion

Sales Practices Claims Over the past several years the Company has faced numerous claims including class action lawsuits alleging

improper marketingor- sales of individual life insurance policies annuities mutual funds or other products Some of the current cases seek

substantial damages including punitive and treble damages and attorneys fees The Company continues to vigorously defend against the

claims in these matters The Company believes adequate provision has been made in its consolidated financial statements for all probable

and reasonably estimable losses for sales practices matters

International Litigation

Sun Life Assurance Company of Canada Metropolitan Life Ins Co Super Ct Ontario October2006 In 2006 Sun Life Assuralice

Company of CanadaSun Life as successor to the purchaser of MLICs Canadian operations filed this lawsuit in Toronto seeking

declaration that MLIC remains liable for market conduct claims related to certain individual life insurance policies sold by MLIC and that have

been transferred to Sun Life Sun Life had asked that the court require MLIC to indemnify Sun Life for these claims pursuant to indemnity

provisions in the sale agreement for the sale of MLICs Canadian operations entered into in June of 1998 In January 2010 the court found

that Sun Life had given timely notice of its claim for indemnification but because it found that Sun Life had not yet incurred anindemnifiable

loss granted MLICs motion for summary judgment Both parties appealed In September 2010 Sun Life notified MLIC that purported class
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action lawsuit was filed against Sun Life in Toronto Kane Sun Life Assurance Co Super Ct Ontario September2010 alleging sales

practices claims regarding the same individual policies sold by MLIC and transferred to Sun Life Sun Life contends that MLIC is obligated to

indemnify Sun Life for some or all of the claims in this lawsuit MLIC is currently not party to the Kang Sun L/felawsuit

Italy Fund Redemption Suspension Complaints and Litigation As result of suspension of withdrawals and diminution in value in certain

funds offered within certain unit-linked policies sold by the Italian branch of Alico Life International Ltd ALIL nUmber ofpolicyholders
invbsted in4hose funds have either comrnenced-orthreatened litigation against ALIL alleging misrepresentation inàdequdte diSclosures and
other related claims These policyholders contacted ALIL beginning.in July 2009 alleging that the funds operated at variance to the published

prospectus and that prospectus risk diOclosureswere allegedly wrong unclear and misleading The limited number of lawsuits that have
been filed to date have either been resolved or are proceeding through litigation In March 201 ALIL learned that the public prosecutor in

Milan had opened formal investigation into the actions of ALIL employees as well as of emptoyoes of ALILs major distributor based upon
policyholder complaint The complaint filed by the policyholder has now been withdrawn ALIL is cOoperating with the Italian and Irish

regulatory authorities which have jurisdiction in connection with this matter The Stock Purchase Agreement includes provision pursuant to

which the Holding Company and certain related parties may seek irrtlemnification for liabilities in excess of art agreed upon amount arising out

of certain specified policyholder claims and governmental investigations in connection with the above-mentioned unit-linked policies See
also Indemnification Assets and Contingent COnsideration in Note

Summary
Putative or certified class action

litigation and other litigation and claims and assessrnerfts against the Company irt addition to those
discussed previously and those otherwise provided for in the Company consolidated financial statements have arisen in the gourse of the

Company business including but not limited to in connection with its activities as an insurer mortgage lending bank employer investor

investment advisor and taxpayer Further state insuranbe regulatory authoritips and other federal and state authoritis regularly make
inquiries and conduct ihvestigations concerning the Companys compliance with applicable insurance and other laws and

regulations
It is not possible to predict tha ultimate outcome or provide reasonable ranges of potential losses of all pending lnvestigation and legal

proceedings In some of the matters referred to previously 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 material aderse
effect upon the Companys finOncial pdsitidn baaed on informatioh durrently known by the Companys management in its opinion the

outcomes 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 thOsei-natters and the inherent unrredictability of litigation it is possible thàtan adverse outcome-
in certain mattdr cOuld from time ttirnØ havb material advŁr effect on the Comanys consolidated net income-or cash ftoivd ki

particular uartenly or annual periods

Insolvency Assessments
--

Most of the jurisdictions in which the Company is admitted to transact business require insurers doing business within th juristlictionto

participate in guaranty associations which are organized to pay contractual benefits owed .pursuant to insurance ppliies issued by impaired
insolvent orfailed.insurers These associations jevy assessments up tp prescribed limits on all member insurers in particularstate on the

basis of the proportionate shere of th premiums written by member insurers in the lines of business in which thg impaired insolvent or failed

insurer engaged Some states permit member insurers to recover asnessrnents paid through full pr partial premiumr-tax offsets In addition

Japan has-established Policyholder Prpfection Commission as -a contingency to protect policyholders against the insolvency of.life

insurpnce companies in Japan.thrpugh ssessments to companis licensed to provide life insurance

Assets and liabilities held for insolvency assessçoents were gp follows

December 31

2O 2009

In millions

Other Assets

Premium tax offset for future undiscounted asOessmdhts $55 $54

Premium tax offsets currentlyäliailabI for paid -assessments

ReCejvable for reimlusement of paid assessments

$69 $67

Other Liabiljie

Insolvenoy assessments
sss

The Company holds receivable from the seller of aprior acquisition in accordance with the purchase agreement
Assessments levied against the Company were $4 million $2 million and $2 million for the years ended December31 2010 2009 and

2008 respectively

Argentina

The Argentine economic regulatory and legal environment including interpretations of laws and regulations by regulators and courtsis
uncertain Potential legal or governmental actions related to pension reform fiduciary responsibilities performance guarantees and tax

rulings could adversely-affect the results of the Company
In 2007 pension reform legislation in ArgerOina was enacted which relieved the Company of its obligation .to provide death and

disability

policy coverages and resulted in the elimination of related insurance liabilities The reform reinstituted the governments pension plan system
and allowed for pension participants to transfer their future contributions to the government pension plan system
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Although it no longer received compensation the Company continued to be responsible for managing the funds of thoseparticipants that

transferred to the government system This change resulted in the establishment of liability for future servicing obligations and the

elimination of the Company obligations under death and disability policy coverages During 2008 the future servicing obligation was

reduced by $23 million net of income tax when information regarding the level of participation in the government pension plan became fully

available

In September 2008 the Argentine Supreme Court ruled against the validity of the 2002 Pesification Law enacted by the Argentine

government This ruling applied to certain social security pension annuity contractholders that had filed lawsuit against the 2002 Pesification

Law The annuity contracta impacted by this ruling which were deemed peso denominated under the 2002 Pesification Law are now

considered to be dollar denominated obligations of the Company The applicable contingent liabilities were then adjusted and refined to

be consistent with this ruling The impact of the refinements resulting from the change in these contingent liabilities and the associated future

policyholder benefits was an increase to net income of $34 million net of income tax during the year ended December 31 2008

In October 2008 the Argentine government announced its intention to nationalize private pensions and in December 2008 the Argentine

government nationalized the private pension system seizing the underlying investments of participants which were being managed by the

Company With this action the Company pension business in Argentina ceased to exist and the Company eliminated certain assets and

liabilities held in connection with the pension business Deferred acquisition costs deferred tax assets and liabilities primarily the liability

for future servicing obligation referred to above were eliminated and the Company incurred severance costs associated with the

termination of employees The impact of the elimination of assets and liabilities andthe incurral of severance costs was an increase to

net income of $6 million net of income tax during the year ended December 31 2008

In March 2009 in light
of market developments resulting from the Suprema Court ruling contrary to the Pesification Law and the

implementation by the Company of program to allow the contractholdersthat had not filed lawsuit to convert to U.S dollars the social

security annuity contracts denominated in pesos by the Pesification Law the Company further reduced the outstanding contingent liabilities

by $108 million net of income tax which was partially offset by the establishment of contingent liabilities from the implementation of the

program to convert these contracts to dollars of $13 million net of income tax resulting in decrease to net loss of $95 million net of

income tax for the year ended December 31 2009

Further governmental or legal actions are possible in Argentina Such actions may impact the level of existing liabilities or may create

additional obligations or benefits to the Company operations in Argentina Management has made its best estimate of its obligations based

upon information currently available however further governmental or legal actions could result in changes in obligations which could

materially impact the amounts presented within the consolidated financial statements

Commitments

Leases

In accordance with industry practice certain of the Companys income from lease agreements with retail tenants are contingent upon the

level of the tenants revenues Additionally the Company as essee has entered into various lease and sublease agreements for office

space information technology and other equipment Future minimum rental and sublease income and minimum gross rental payments

relating to these lease agreements are as follows

Gross

Rental Sublease Rental

Income Income Payments

In millIons

2011 $444 $18 $366

2012 $375 $17 $280

2013 $331 $16 $237

2014 $286 $10 $167

2015 $236 $136

Thereafter $724 $44 $965

During 2008 the Company moved certain of its operations in New York from Long Island City Queens to Manhattan As result of this

movement of operations and current market conditions which precluded the Companys immediate and complete sublet of allunused space

in both Long Island City and Manhattan the Company incurred lease impairment charge of $38 million which is included within other

expenees in Banking Corporate Other The impairment charge was determined based upon the present value of the gross rental payments

less sublease income discounted at risk-adjusted rate over the remaining lease terms which range from 15-20 years The Company has

made assumptions with respect to the timing and amount of future sublease income in the determination of this impairment charge During

2009 pending sublease deals were impacted by the further decline of market conditions which resulted in an additional lease impairment

charge of$52 million See Note 19 fordiscussion of $28 million of such charges related to restructuring Additional impairment charges could

be incurred should market bonditidns deteriorate further or last for periqd significantly longer than anticipated

Commitments to Fund Partnership In vestments

The Company makes commitments to fund partnership investments in the normal course of business The amounts of these unfunded

commitments were $3.8 billion and $4.1 billion at December31 2010 and 2009 respectively The Company anticipates that these amounts

will be invested in partnerships over the next five years
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Mortgage Loan Commitments

The Company has issued interest rate lock commitments on certain residential mortgage loan applications totaling $2.5 billion and

$2.7 billion at December31 2010 and 2009 respectively The Company intends to selIthe majOrity of these originated residential mortgage
loans Interest rate lock commitments to fund mortgage loans that will beheld-for-sale are considered derivatives and thair estimated fair

value and notional amounts are included within interest rate forwards in Note

The Company also commits to lend funds under certain other mortgage loan commitments that will be held-for-investment The amounts

of these mortgage loan commitments were $3.8 billion and $2.2 billion at December 31 2010 and 2009 respectively

Commitments to Fund Bank Credit Facilities Bridge Loans and Privati Corporate Bond lhvestmants
The Company commits to lend funds under bank credit facilities bridge loans Ond privatdcorporate bond investments The amounts of

these unfunded commitments were $2.4billion and $1.3 billion atDecember 31 2010 and 2009 respectively

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 to make payments now or in the future In the context of acquisition disposifidri investment Ond Other

transactions the Company has provided indemnities and guarantees including those related fO tax environmental add other specific

liabilities and other indemnities and guarantees that are triggered by among other things bYeaches of representations warranties or

covenants provided by the Company In addition in the normal course of business the Company providesindemnifications to counterparties

in contractswith triggers similarto theforegoing as well as for certain other liabilities such as third-party lawsuits These obligations Ore 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 obligation under the indemnities and guarantees is subject to contractual

limitation ranging from less than $1 million to $800 million with cumulative maximum of $1 billion while in other cases such limitations are

not specified or applicable Since certain of these obligations are not subject to limitations the Company does not believe that it is possible to

determine the maximum pOtential amount that could become due underthese guarBntees the future Management believes that it is unlikely

the Company will have to make any material payments under these indemnities guarantees or commitments

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 result of their representation of the Company interests Since these indemnities are generally 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 ri the future

The Company has also guardnteed minimum investment returns dn certain international retirement fuhds in accordance with local laws

Since these guarantees are not subject to limitation with respect to duration or amount -the Company does not believe thatit is possible to

determine the maximum potential amount that could become due under these guarantees in the future

During the year ended December 31 2010 the Company did not record any additional liabilities for indemnities guarantees and

commitments The Companys recorded liabilities were $5 million at both December31 2010 and 2009 for indemnities guarantees and

commitments

17 Employee Benefit Plans

Pension and Other Postretirement Benefit Plans

The Subsidiaries sponsor and/or administer various qualified and non qualified defined benefit pension plans and other postretirement

employee benefit plans covering employees and sales representatives who meet specified eligibility requirements Pension benefits are

provided utilizing either traditional formula or cash balance formula The traditional formula provides benefits that are primarily based upon

years of credited service and final average earnings The cash balance formula primarily 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 U.S Treasury securities for each account balance At December 31 2010 the majority of active

participants were accruing benefits under the cash balance formula however approximately 90% of the Subsidiaries obligations result from
benefits calculated with the traditional formula The U.S non-qualified pension plans provide supplemental benefits in excess of limits

applicable to qualified plan

The Subsidiaries also provide certain postemployment benefits and certain postretirement medical and life insurance bqnefits for retired

employees Employees of the Subsidiaries who were hired prior to 2003 or in certain cases rehired during or after 2003 and meet age and

service criteria while working for one of the Subsidiaries may become eligible for these other postretirement benefits at various levels in

accordance with the applicable plans Virtually all retirees or their benefiCiaries contribute portion of the total costs of postretirOment

medical benefits Employees hired after 2003 are not eligible for any employer subsidy for postretiremenf medical benefits

In connection with the Acquisition domestic American Lifeemployees who became employees of Certain Subsidiaries Including those

whoremained employees of companies acquired in the Acquisition were credited with service recognized byAlG for purposes ofdetermining

eligibility under the pension plans with respect to benefits earned under the pension plans subsequent to the closing date of the Acquisition

Additionally in connection with the Acquisition the Company acquired certainpension plans sponsored by American Life As of the end of

the year these plans had liabilities of approximately $595 million and assets of approximately $97 million

l555 ernent dates used all of he Subsidiaries defined oenefit pension ano other postretirement benefit plans correspono with the

fiscal year ends of sponsoring Subsidiaries which are December 31 for most Subsidiaries and November 30 for American Life
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Obligations Funded Status and Net Periodic Benefit Costs

Other
Pension Postretirement
Benefits Benefits

December 31

2010 2009 2010 2009

In millions

Change in benefit obligations

Benefit obligations at beginning of year 6649 $6041 $1 847 $1632

Service costs 180 170 17 22

Interest costs 399 395 113 125

PIao participants contributIons 34 30

Net actuarial ga losses 271 421 73 351

Acquisition settlements and Oqrtaijmerds 639 12

Change in benefits 80 167

Prescription drug subsidy 12 12

Benefits paid 420 384 154 158

Transfers 17

Benefit obligations at end of year 7719 6649 845 1847

Change in plan assets

Fair value of plan assets at beginning of year 5770 5559 1121 1011

Actua return on plan assets 16 525 102 137

Acquisition and settlements 97

Plan participants contributions 34

Employer contributions 325 70 95

Benefits paid 420 384 140 33

Transfers ______ 12

Fair value of plan.assetsat end of year 6488 5770 1200 1121

Funded status at end of year $1 231 879 645 726

Amounts recognized in the consolidated balance sheets consist of

Other assets 112

Other liabilities 1343 879 645 726

Net amount recognized $1 231 879 645 726

Accumulated other comprehensive income loss

Net actuarial losses $2092 $2267 400 388

Prior service costs credit 20 25 285 288

Accumulated other comprehensive income loss 2112 2292 115 100

Deferred income tax benefit 738 811 40 36

Accumulated other comprehensive income loss net of income tax 1374 $1 481 75 64

The aggregate projected benefit obligation and aggregate fair value of plan assets for the pension benefit plans were as follows

Non-Qualified

Qualified Plans Plans Total

December 31

2010 2009 2010 2009 2010 2009

In millions

Aggregate fair value of plan assets $6484 $5770 $6488 $5770

Aggregate projected benefit obligations 6835 5862 884 787 7719 6649

Over under funded 351 92 $880 $787 $1 231 879

The accumulated benefit obligations for all defined benefit pension plans were $7320 million and $6321 million at December31 2010

and 2009 respectively
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The aggregate pension accumulated benefit obligation and aggregate fair value of plan assets for pension benefit plans with accumulated

benefit obligations in excess of plan assets was as follows

December 31

2010 2009

In millions

Projected benefit obligations $1436 $798

Accumulated benefit obligations $1307 $714

Fair value of plan assets 106

Information for pension and other postretirement benefit plans with projected benefit obligation in excess of plan assets were as follows

Other

Pension Postretirement

Benefits Benefits

December31

2010 2009 2010 2009

in millions

Projected benefit obligatiohs $1803 $6580 $1 845 $1847

Fair value of plan assets 461 $5700 $1200 $1121

Net periodic pension costs and net periodic other postretirement benefit plan costs are comprised of the following

Service Costs Service costs are the increase in the projected expected pension benefit obligation resulting from benefits

payable to employees of the Subsidiaries on service rendered during the current year

ii Interest Costs on the Liability Interest costs are the time value adjustment on the projected expected pension benefit

obligation at the end of each year

iii Settlement and Curtailment Costs The aggregate amount of net gains losses recognized in net periodic benefit costs due to

settlements and curtailments Settlements result from actions that relieve/eliminate the plans responsibility for benefit obligations

or risks associated with the obligations or assets used for the settlement Curtailments result from an event that significantly

reduces/eliminates plan participants expected years of future services or benefit accruals

iv Expected Return on Plan Assets Expected return on plan assets is the assumed return earned by the accumulated pension and

other postretirement fund assets in particular year

Amortization of Net Actuarial Gains Losses Actuarial gains and losses result from differences between the actual experience

and the expected experience on pension and other postretirement plan assets or projected expected pension benefit obligation

during particular period These gains and losses are accumulated and to the extent they exceed 10% of the greater of the PBO
or the fair value of plan assets the excess is amortized into pension and other postretirement benefit costs over the expected

service years of the employees

vi Amortization of Prior Service Costs These costs relate to the recognition of increases or decreases in pension and other

postretirement benefit obligation due to amendments in plans or initiation of newplans These increases or decreases in obligation

are recognized in accumulated Other comprehensive income loss at the time of the amendment These costs are then amortized

to pension and other postretirement benefit costs over the expected service years of the employees affected by the change
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The components of net periodic benefit costs and other changes in plan assets and benefit obligations recognized in other compre
hensive incomIo were as follows

__1 Other

Pension Postretirement

Benefits Benefits

Years Ended December 31

201 2009 2008 2010 2009 2008

In millions

TQtal net periodiQbeneitcos
______

OtherChanges in Plan Assesand Benefit Obligations Recognized in

Other Comprehensive Income Los
Net actuarial gairs losses

Prior seryice cpts credit

Amo1izatlcn5triet actuarial gains losses

Actortizatipnof prior ervice-costs credit

Total recognized in oher comprehensive income loss
______

Total recognized in net periodic benefit costs and other comprehensive

income loss $160 $443 $1 569 $22 $191 $333

For the year ended December31 2010 included within other comprehensive income loss were other changes in plan assets and benefit

obllations associated with pension- benefits of -$180 million arid other postretirement benefits of- $15 million for an aggregate reduction in

other comprehensive income loss of $185 million before income tOx and $96 milliOn net of income tax

The estimated net actuarial gains losses and prior service costs credit for the pension plans thatvill be amOrtized from accumulated

other comprehensIe income loss into net eriodic benefit costs over the net year ard $1 rriillioh and $8 million respectively

The estimatedrtØt actu-arial gains lossesand prior service costs-oredit forthe defined benefit other postretirement benefit plans that will

bd drnorfizdfrorn--accunulfed Other comprhØnsiveincome loSs into net pdriodicbenefit costovOr the next year are $34 million and

$108 milion respectively
-.J

J-

The Medicare Modernization Act of 2003 created various subsidies for Sponsors Of retiree -drug progrOmsTwo dommon ways of prOviding

subsidiO were the Retiree Drug Subsidy -ADS arid Medicare Part Presciption Drug Plans PDP From 2006 through 2010 the

Company applied for and received the ADS eaCh yeah The ADS program provides the subsidy throuhcash payments made by Medicare to

the Company resulting in snafler ndt clirhs paid -by the Company summary Of the reduCtion to the APBO and the related reductIon to the

components of net periodic other postretirement benefits plan costs resulting from receipt of the RDS is presented below As of January

2011 as result pf changes-made under the Patient Protection and Affordable Care Act of.2010 the Company will no longer apply for the

ADS Instead it has JoIned PDP and will indirectly receive Medicare subsidies in the form of smaller gross benefit payments for prescription

drug coverage --

Cumulative reduction in other postretirement benefits obligations

Balencat Janua fe $247 $317 $299

ervi costs .-

Interest costs 16 16 20

Net actuarial gains losses 255 76
Prescription drug subsidy 11 12 10

Balance at December 31 $247 $317

Net Periodic Benefit Costs

-Service costs

Interest costs

Settlement and curtailment costs

Expected return on plan assets

Amortization of net actuarial gains losses

Amortization of prior service costs credit

Net periodic benefit costs

Nt period benefit costs of subsidiay at date of disposal

$180 $170$ 164 $-17$ 22$ 21

-113 -125 103399 395 379

17

450 439 517 79 72 86
196 227 24 38 42

10 15 83 36 37

340 380 65 81

340 380 66 81

22 3O

10
196 227

1561

19

24

50 283 259

80 167 36

38 42

10 15 83 36 37

180 63 1503 15 110 333

December 31

2010 2009 2008

In millions
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Years Ended
December 31

2010 2009 2008

In millions

.Reduction in net periodibôther postretirement benefit costs

Service costs

Amortization of net actirial gains losses 10 11

Total reduction in net periodic benefit costs $29 $29 $25

The Company received subsidies bf $8 million $12 million and $12 million for the years ended December31 2010 2009 and 2008

respectively

Assumptions

Assumptions used in determining benefit obligations were as follows

2010 ___ ______
Weighted average discount rate

Rate of compensation increase 3.5%-7.5%

Assumptions used in determining net periodic benefit costs were as follows

Other Postretirement

Pension Benefits Benefits

December 31

2010 2009 2008 2010 2009 2008

Weightodaverage discount rate 6.25% 6.60% 6.65% 625% 660% 6.65%

Weighted average expected rate of return on plan

assets 8.00% 8.25%

Rate of compensation increase 3.5%-7.5% 3.5%-7.5%

The weighted average discount rate for most plans ia
determined annually based on tha yield measured on ayield tq worst basis of

hypothetical portfolio constructed of high quality de.bt instruments available op the5valuatiqn datewhich wouldprovide the necessary futre

cash flows to pay the aggregate projected benefit obligaUonwhen due

The weighted average xpected rate of returp on plan assets is based on anticipated performance of the.various psset sectors inwhich tha

plans invest weighted by target allocation perceptags Anticipated future performance is baged3on long-term hiatorical turps ofth plan

assets by sector adjusted forthe Subsidiaries long-term expectatiocs onthe performancepf themarkets Whilehe precise expected return

derived using this approach will fluctuate from year to year the polcy of most of the Subsidiaries is to hold this longterm asurnption

constant as long as it remains within reasonable -toleranca from the derived rate

Theweighted.average expected return on plan assets for .usein that plaps valuation in 2011 is currently anticipated to ba 7.2% for

pension benefits and postretirement meical behefita and 5.25% fpr postretirement life benefits

The assumed healthcare costs trend rates usd in meaguring the APBO and net periodic benefit opsts were as follows

2010 2009

Pre-and Post-Medicare eligible 7.8% ln2011 gradually deOreasing 8.2% in 200 gradually decreasing

claims each year until 2083 reaching the each year until 2079 reaching the

ultimate rate of 4.4% ultimate rate of 4.1%

Effect on total of service and interest costs components

Effect of accumulated postretirement benefit obligations

Plan Assets

Most Subsidiaries have issued group annuity and life insurance contracts supporting the pension and other postretirement benefit plans

assets which are invested primarily in separate accounts

Interest costs l6 16 20

Pension

-Benefits

Other

Posretlrement
Benefits

December 31

2009 2010

2.O%-715% 2A

2009

259
N/A

8.25% 7.20% 7.36% 7.33%

35%-8% N/A N/A N/A

December 81

Assumed healthcare costs trend rates may have significant effect on the amounts reported for healthcare plans one-percentage point

change in assumed healthcare costs trend rates would have the following effebts

One Percent One Percent

increase Dereese

In millions

$8

$86 $104
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The underlying assets of the separateaccounts are principally comprised of cash and cash equivalents short-term investments fixed

maturity and equity securities mutual funds real estate private equity investments and hedge funds investments

The comparative presentation of the 2009 plan assets has been realigned to Ooflform to the 2010 presentation to disclose the estimated

fair value of The undelying asets of each separate account at ths security level

The pension and postretirement plan assets and liabilities measured at estimated fair value on recurring basis were determined as

described below These estirnatd fair values and their corresponding placement in the fak value hierarchy are summarized as follows

December 312010

PensioflBenefita Other Postretirement Benefits

Fair Value Measurements at

Reporting Date Using

Fair Value Measurements at

Reporting Date Using

Quoted Quoted

Prices Prices

In Active In Active

Markets Markets

for Significant for

identical Other Significant Total Identical

Assets and Observable Unobservable Estimated Assets and

Liabilities Inputs Inputs Fair Liabilities

Level Level Level Value Level

In millions

Assets

Fixed maturity securities

Corporate

Federal agencies

Foreign bonds

Municipals

Preferred stocks

U.S government bonds

Total fixed maturity securities

Significant

Other Significant Total

Observable Unobservable Estimated

inputs Inputs Fair

Level Level Value

$1528 49 $1577 67

175

222

137

$4 71

136

2202

650

651

1410

49

1879

200

16

175 15 15

227 19 19

137 37 38

786 82 82

53 .2906 82 138 225

93 240 1743 359 362

504 77

128 240 2247 436 439

100 300

321 323 73 79

11

105 96 443 451

63 471 55.0

39 39

70

Common stock domestic

Common stock foreign

Total equity securities

Money market securities.....

Pass-through securities

Derivative securities

Short-term investments

Other invested assets

Other receivables

Securities receivable

Real estate

Total assets

Liabilities

Securities payable

Total liabilities

Total assets and liabilities

70

$2 74Q

$2740

$3023

60

60

$2963

$785

$785

$6548

60

60

$6488

$1201$527

$527

$663

$1

$662 $11

$1
$1
$1200
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December 31 2009

Quoted Quoted

Prices Prices

In Active in Active

Markets Significant Markets Significant

for Other Significant Total for Other Significant

identical Observable Unobservable Estimated identical Observabie Unobservable

Assets inputs Inputs Fair Assets inputs inputs

Level Level Level Value Level Level Level
________

in mliiions

Total assets $2328
______ ______ ______

The pension and other postretirement benefit plan assets are categorized into the three-level fair value hierarchy as defined in Note

based upon the priority of the inputs to the respective valuation technique The following summarizes the types of assets included within the

three-level fair value hierarchy presented in the table above

Level This category includes investments in liquid securities such as cash short-term money market and bank time deposits

expected to mature within year

Level This category includes certain separate accounts that are primarily invested in liquid and readily marketable securities The

estimated fair value of such separate account is based upon reported NAV provided by fund managers and this value represents

the amount at which transfers into and out of the respective separate account are effected These separate accounts provide

reasonable levels of price transparency and can be corroborated through observable market data

Certain separate accounts are invested in investment partnerships designated as hedge funds The values for these separate

accounts is determined monthly based on the NAV of the underlying hedge fund investment Additionally such hedge funds

generally contain lock out or other waiting period provisions for redemption requests to be filled While the reporting and

redemption restrictions may limit the frequency of trading activity in separate accounts invested in hedge funds the reported

NAy and thus the referenced value of the separate account provides reasonable level of price transparency that can be

corroborated through observable market data Directly held investments are primarily invested in and foreign government

and corporate securities

Level This category includes separate accounts that are invested in real estate and private equity investments that provide little or no

price transparency due to the infrequency with which the underlying assets trade and generally require additional time to

liquidate in an orderly manner Accordingly the values for separate accounts invested in these alternative asset classes are

based on inputs that cannot be readily derived from or corroborated by observable market data

Pension Benefits

Fair Vaiue Measurements at

Reporting Date Using

Other Poatretirement Benefits

Fair Value Measurements at

Reporting Date Using

Assets

Fixed maturity securities

Corporate $1458 68 $1526

Federal agencies 41 140 99

Foreign bonds 195 201

Municipals 56 56

Preferred stocks

Total

Estimated

Fair

Value

U.S government bonds

U.S treasury notes

Total fixed maturity securities

Equity securities

48

30

21

319 50 369 45

12

279 1901 73 2253 57 105

241 2044 342

393 72

_____ _____
241 2437 414

128 12

48

30

21

45

12

162

348

72

420

13

Common stock domestic 1565 238

Common stock foreign 393

Total equity securities 1958 238

Money market securities 72 56

Pass-through securities 376

Derivative securities

Short-term investments 115

Other invested assets 13
______

_____ $2686

373

$756

69 446 75 84

117 442 442

386

$5770 $483 $629 $1121
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roilforward of all pension and other postretirement benefit pan assets measured at estimated fair value on recurring basis using

significant unobservable Le\eI inputs is as follows

Total Realized/Unrealized
-- Gains Losses1ælUdŁd in

Pchases
Other Sales

Balance Comprehensive Issuances and Transfer Into Transfer Out Balance
January Earnings Income Loss Settlements Level of Level December 31

In millions

Year Ended December 31 2010

Pension

Fixed maturity securities

Corporate 68 $17 $13 49

Foreign bonds

Total fixed maturity securities 73 19 13 53

Equity securities

Common stock domestic 241 240

Total equity securities 241 -- 240

Pass-through securities 69 11 14 71

Derivative securities1 12 11

Other invested assets 373 78 24 471

Real estate1

Total pension assets $756 $70 $13 $66 $26 $14 $785

Other postretirement

Fixed maturity securities

Corporate .$

Municipals -_

.Totalfixed maturity securities

Pass-through securities

Total other postretirement assets $9 $4 $2 $1 $5 $11

Total asseth $765 $66 $15 67 $31 $14 $796

Derivative securities and real estate transfers into Level are due to the Acquisition and are not rolated to the changes iq Level

tlassifibation atihe security level

MetLife lrc F-127
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Total Realized/Unrealized

Gains Losses included in
Purchases

Other Sales Transfer Into

Balance Comprehensive Issuances and and/or Out Balance
January Earnjflge lncomeALoss Settlements of Level December 31

in millions

Year nded December31 2009

Pension

Fixed maturity securities

Corporate 57 21 $2 68

Foreign bonds

Total fixed maturity securities 61 26 73

Equity seOurities

Common stock domestic 460 232 13 41

Total equity securities 460 232 13 241

Pass-through securities 80 24 69

Derivative securities 40 36 39 37
Other invested assets 392 59 36 373

Total pension assets $1033 $32 $296 $18 $5 $756

Other postretirement

Pass-through securities 13 $17 $17 $4 $9
Toti other postretlrement

assets 13 $17 $17 $4 $9
Total assets $1046 $15 $279 $22 $5 $765

The U.S Subsidiaries provide employees with benefits under various ERISA benefit plans These include qualified pension plans

postretirement medical plans and certain retiree life insurance coverage The assets of the Subsidiaries qualified pension plans are held in

insurance group annuity contraQts and the vastmajority of the assets of the postretirement medical plan and backing the retiree life doverage

are held in insurance contracts All of these contracts are issued by Company insurance affiliates and the assets underthe contracts are held

in insurance separate account8 that have b6en established by the Company The insurance contract provider engages investment

management firms Managers to serve as sub-advisors for the separate accounts based on the specftic investment needs and requests

identified by the plan fiduciary These Managers have portfolio management discretion over the purchasing and selling of securities and other

investment assets pursuant to the respective investment management agreements and guidelines established for each insrance separate

account The assets of the qualified pension plans andpostretirement medical plans the Invested Plans are well diversified across multiple

asset categories and adrss humber of different Managers with the intent of minimizing risk concentrations within any given asset category

or with any given Manager

The Invested Plans other than those held in participant directed investment accounts are managed in accordance with investment

policies consistent with the longer-term nature of related benefit obligations and within prudent risk parameters Specifically investment

policies are oriented toward maximizing the Invested Plans funded status ii minimizing the volatility of the Invested Plans funded status

iii generating asset returns that exceed liability increases and iv targeting rates of return in excess of custom benchmark and industry

standards over appropriate reference time periods These goals are expected to be met through identifying appropriate and diversified asset

classes and allocations ensuring adequate liquidity to pay benefits and expenses when due and controlling the costs of administering and

managing the Invested Plans investments Independent investment consultants are periodically used to evaluate the investment risk of

Invested Plans assets relative to liabilities analyze the economic and portfolio impact of various asset allocations and management

strategies and to recommend asset allocations

Certain foreign subsidiaries sponsor defined benefit plans that cover employees and sales representatives who meet specified eligibility

requirements Pension benefits are provided utilizing either traditional formula or cash balance formula similar to the U.S plans discussed

above The investment objectives are also similar subject to local regulations Generally these international pension plans invest directly in

high quality equity and fixed maturity securities The assets of the foreign pension plans are comprised of cash and cash equivalents equity

and fixed maturity securities real estate and hedge fund investments

Derivative contracts may be used to reduce investment risk to manage duration and to replicate the risk/return profile of an asset or asset

class Derivatives may not be used to leverage portfolio in any manner such as to magnify exposure to an asset asset class interest rates

or any other financial variable Derivatives are also prohibited for use in creating exposures to securities currencies indices or any other

financial variable that are otherwise restricted
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The tables below summarizethe actual weighted average allocation by major asset classfor the Invested Plans

Year EædØdDecember 31 2009

Asset Class

Fixed maturity securities target range

Corporat

Fedral gency

Foreign bonds

Municipals

U.S government bonds

U.S treasury notes

Total fix6d maturity securities.

Equity sebunties taret rane
Cdmmon stpck -- dnestic

Qommon stock -foreign

Total equity sØcürities

Mpney marlet securities

Pass-through securities

Short-term investments

Other invested assets

Actual Allocation

DefLned Benefit Plan Postretirement Medical Postretirement Life

Actual Allocation

Defined Benefit Plan Postretlrement Medical Postretirement Life

50% to 80% 20% to 50%

24%

Year Ended December 31 2010

Asset Class

Fixed maturity securities target range

Corporate

Federl agency

Foreign bonds

Municipals

U.S government bbnds

Total fixed maturity securities

Equfty.s.curities target range

Conjinón tocc- domestic

Cornrnorstook foreign

Total equity sedurifies

Money market securities

Pas-through separities

Shorterm investment

Other invested asets

Other receivables

Securities receivable

Total assets

12

44%

0% to 40%

.3

-ii

30%

50% to 80%

27% 48%

10

35% 58%

5%

10

100%

100% 100% 100%

35% to 55%

26%

39%

25% to 45%

35%

42%

2%

0%tO

4-

.7

24%

50%to8O%

51%

-ri

62%

26

12

100%

_______ 100
_____

ttaassetg OO% 100%

The target çangs in the tables above are forward-looking

Expected Future Contributions and Benefit Payments

It is the Subsidiaries practice to make contributions to the qualified pension plan to comply with minimum fundin requirements-Of ERISA

In accordanoewith such practice no contributions were.requiredfor.both of the years ended December31 2010 and 2009 No contributions

will be required for 2011 The Subsidiaries made discretionary contributions of $255 million to the qualified pension plan during the year

MetLife Inc F-129



MetLife lnC

Nptesto the Consolidated Financial Staternents Continued

ended December 31 2010 The Subsidiaries made no discretionary contributions to the qualified pension plan during the year ended

December31 2009 The Subsidiaries expect to make additional discretionary contributions to the qualified pension plan of $175 million in

2011

Benefit payments due under the non-qualified pension plans are primarily funded from the Sibsidiaries general assets as they become

due under the provision of the plans These payments totaled $70 million and $57 million for the years ended Dcembe 31 2610 ahd 2009

respectively These payments are expected to be at approximately the same level in 2011

Postretirement benefits other than those provided under qualified pension plans are either not vested under law ii non-funded

obligation of the Subsidiaries or iii both Current regulations do not require funding for these benefits The Subsidiaries use their general

assets net of participants contributions to pay postretirement medical claims as they come due in lieu of utilizing any plan assets Total

payments equaled $154 million and $158 million for the years ended December 31 2010 and 2009 respectively

The Subsidiaries expect to make contributions of $120 million net of participants contributions towards benefit obligations other than

those under qualified pension plans in 2011 As notad previously the Subsidiaries no longer expect to receive the ADS under the Medicare

Modernization Act of 2003 to partially offset payment of such benefits Instead the gross benefit payments that will be made under the PDP

will already reflect subsidies

Gross benefit payments for the next ten years which reflect expected future service where appropriate areexpected to be as follows
Other

Pension Postretirement

Benefits Benefits

In millions

2011 446 $20

2012 454 $121

2013 463 $122

2014 486 $123

2015 500 $124

2016-2020 $2789 $631

Additional In formation

As previously discussed most of the assets of the pension and other postretirement benefit plans are held in group annuity and life

insurance contracts issued by the Subsidiaries Total revenues from these contracts recognized in the consolidatedstatemOnts of operations

were $46 million $45 million and $42 miflion for the years ended December 31 2010 2009 and 2008 respectively and included policy

charges and net investment income frgm-jnvestments backing the contracts and administrative fees Total investment income loss

includingrealized and unrØalizacgains lossee- creditecttotheaccount balances was $767 million $725 million and $1 090 million for the

years ended December 31 2010 2009 and 2008 respectively The terms of these contracts areconsistent in all ma.teriairspects with

those the Subsidiaries offer to unaffiliated parties that are similarly situated

Savings and In vestment Plans

The Subsidiaries sponsorsavings and investment plans for substantially all Company employees under which portion of employee

contributions are matched The Subsidiaries contributed $86 million $93 million and $70 million for the years ended Debember 31 2010

2009 and 2008 respectively

18 Equity

Preferred Stock

There are 200000000 authorized shares of preferred stock of which 6857000 shares were designated for issuance of convertible

preferred stock in connection with the financing of the Acquisition See Convertible Preferred Stock below

The Holding Company has outstanding 24 million shares of Floating Rate Non-Cumulative Preferred Stock Series the Series

preferred shares with $0.01 par value per share and liquidation preference of $25 per share for aggregafe proceeds of $600 million

The Holding Company has outstanding 60 million shares of 6.50% Non-Cumulative Preferred Stock Series the eries preferred

shares with $0.01 par value per share and liquidation preference of $25 per share for aggregate proceedC of $1.5 billion

The Series and Series preferred shares the Preferred Shares rank senior to the Convertible Preferred Stock and the common stock

with respect to dividends and liquidation rights Dividends on the Preferred Shares are not cumulative Holders of the Preferred Shares will be

entitled to receive dividend payments only when as and if declared by the Holding Companys Board of Directors or duly authorized

committee of the Board If dMdends are declared on the Series preferred shares theywill be payable quarterly in arrears at an annual rate

of the greater of .00% above 3-month LIBOR on the related LIBOR determination date or ii 4.00% Any dividends deClared on the

Series preferred shares wilt 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 accrue and be payable If

dividend is not declared before the dividend payment date the Holding Company has no obligation to pay dividends accrued for that dividend

period whether or not dividends are declared and paid in future periods No dividends may however be paid or declared on the Holding

Companys common stock or any other securities ranking junior to the Preferred ShareC unless the fulldividends for the latest

completed dividend period on all Preferred Shares and any parity stock lave been declared ad paid-or provided -for-

The Holding Company is prohibited from declaring dividends on the Preferred Shares if it fails to meet specified capital adequacy net

income and equity levels In addition under Federal Aeserve Benk of N.ew York Board policy the Holding Company may not be able to pay

dividends if it does not earn sufficient operating income
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The Preferred Shares do not have voting rights except in certain circumstances where the dividends have not been paid for an equivalent

of six or more dividend payment periods whether or not those periods are consecutive Under such circumstances the holdersof the

Preferred Shares have certain voting rights with respect to members of the Board of Directors of the Holding Company
The Preferred Shares are not subject to any mandatory redemption sinking fund retirement fund purchase fund or similar provisions The

Preferred Shares are redeemable at the Holding Companys option in whole or in part at redemption price of $25 per Preferred Share plus

declared and unpaid dividends

In December 2008 the Holding Company entered into an RCC related to the Preferred Shares As part of the RCC the Holding Company

agreed that it will not repay redeem or purchase the Preferred Shares on or before December31 2018 unless such repayment redemption

or purchase is made from the proceeds of the issuance of certain capital securities The RCC is for the benefit of holders of one or more series

of its indebtedness as designated from time to time by the Holding Company The RCC will terminate upon the occurrence of certain events

including the date on which there are no series of outstanding eligible debt securities

In connection with the offering of the Preferred Shares the Holding Company incurred $57 million of issuance costs which have been

recorded as reduction of additional paid in capital

Information on the declaration record and payment dates as well as per share and aggregate dividend amounts for the Preferred Shares

is as follows

Declaration Date Record Date

November 15 2010 November 30 2010

August 16 2010 August31 2010

Mayl72010 May3l2010

March 2010 February 28 2010

November 17 2008 November 36 2008

August 15 2008 August 31 2008

May 15 2008 May31 2008

March 2008 February 29 2008

Dividend

Series Series Series

Per Share Aggregate Per Share

In millions except per share data

Series

___________________________ ____________ _________ ____________
Aggregate

$04062500 $24

$04062500 24

$04062500 24

$04062500 24

$02527777 $04062500 $24

$0 2555555 $0 4062500 24

$0 2555555 $0 4062500 24

$0 2500000 $0 4062500 24

$0 2527777 $0 4062500 $24

$02555555 $04062500 24

$0 2555555 $0 4062500 24

$04062500

$29

24

$96

Convertible Preferred Stock

In connection with the financing of the Acquisition see Note in November 2010 the Holding Company issued to ALICO Holdings

857 000 shares of Convertible Preferred Stock wth $0 01 par value per share liquidation preference of $0 01 per share and fair value

of $2 805 million

The Convertible Preferred Stock will convert into 68 570 000 shares of the Holding Company common stock subject to anti dilution

adjustments upon favorable vote of the Holding Company common stockholders If the Company pays dividend or makes another

distribution on common stock to all holders of common stock payable in whole or in part in shares of common stock ii subdivides or splits

the outstanding shares of common stock into greater number of shares or ni combines or reclassifies the outstanding shares of common

stock into small6r number of shares then the conversion rate will be adjusted by multiplying the conversion rate by the number of shares of

common stock which person who owns only one share of common stock immediately before the record date or effective date of the

applicable event would own immediately after giving effect to such dividend distribution subdivision split combination or reclassification If

favorable vote of its common stockholders is not obtained by the first anniversary of the Acquisition Date then the Company must pay

ALICO Holdings approximately $300 million and use reasonable efforts to list the preferred stock on NYSE The Convertible Preferred Stock

ranks senior to the common stock with respect to dividends and liquidation rights and holders of the Convertible Preferred Stock will be

entitled to receive dividend payments only when as and if declared by the Holding Companys Board of Directors Under the terms of the

Convertible Preferred Stock the Board will declare dividend payment or other distribution on the Convertible Preferred Stock on an as-

converted basis at any time and with the same terms as any dividend or other distribution declared on MetLife Inc.s common stock No

distribution is payable on the Convertible Preferred Stock unless there is concurrent distribution on the MetLife Inc common stock

The Convertible Preferred Stock does not have voting rights except in certain circumstances when the Convertible Preferred Stock is

listed on the same exchange on which MetLife Inc.s common stock is listed and where the dividends have not been paid notwithstanding

payment of dividends on MetLife Inc.s common stock for an equivalent of six or more dividend payment periods whether or not those periods

are consecutive Under such circumstances the holders of the Convertible Preferred Stock have certain voting rights with respect to

November 16 2009

August 17 2009

May 15 2009

March 2009

$0 2527777

$02555555

$02555555

$02500000

November 30 2009

August 31 2009

May 31 2009

February 28 2009

Payment Date

December 15 2010

September 15 2010

June 15 2010

March 15 2010

December 15 2009

September 15 2009

JOne 152009

March 16 2009

December 15 2008

September15 2008

June16 2008

March 17 2008

See NOte 24 for information on subsequent dividends declared

$03785745
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members of the Board of Directors of the Holding Company The Convertible Preferred Stock is not redeemable andis not subject to any

sinking fund retirement fund purchase fund or similar provisions

For purposes of the earnings per common share calculation the Convertible Preferred Stock is assumed converted into shares of

common stock for both basic and diluted weighted average shares See Note 20

Common Stoök

lssuances

In connection with the financing of the Acquisition see Note in Npvember 2010 the Holding Company issued to ALICO Holdings

78 239 712 new shares of its common stock at $40 90 per share with fair value of $3 200 million

In anticipation of the Acquisition see Note in August 2010 the Holding Company issued 86 250 000 new shares of its common stock

at $42 00 per share for gross proceeds of $3 623 million In connection with the offering of common stock the Holding Company incurred

$94 million of issuance costs which have been recorded as reduction of additional paid in capital

In February 2009 the Holding Company delivered 24343154 shares of newly issued common stock for $1035 million and in August

2008 the Holding Company delivered 20244549 shares of itscommon stockfrom treasury stock also for $1 .035 million Each issuance was

made in connection with the initial settlement of the stock purchase contracts issued as part of the common equity units sold in June 2005.as

described in Note 14

In October 2008 The Holding Company issued 86 250 000 shares of its common stock at price of $26 50 per share for gross proceeds

of $2 286 million Of the shares isSued 75 000 000 shares with value of $4 040 million were issued from treasury stock for consideration

of $1 988 mIllion In connection with the offering of common stock the Holding Company incurred $60 million of issuance costs which have

been recorded as reduction of additional paid in capital

During theyears ended December31 20102009 and 2008 332121 shares 861 .586 sharesand 2271 .188 shares of cOmmon stock

were issued from treasury stock for $18 millioh $46 million and $1 18 million respectively to satisfy various stock option exercises and other

stock-based awards During the year ended December 31 2010 2182174new shares of common stock vere issued for$74 million to

satisfy various stock option exercises and other stock-based awards There were no new shares of common stock issued to satisfy the

various stock option exercises and other stock-based awards during both of the years ended December 31 2009 and 2008

Repurchase Programs

At January 20d8 the Company had $51 million remaining under its September 2007 stock repurchase program authorization In both

January and April2008 the Company Board of Directors authorized additional $1 billion common stock repurchase programs During the

year ended December 31 2008 the Comany repurchased 19716418 shares under accelerated share repurchase programs and

1550000 shares under open market repurchases for $1162 million and $88 million respectively During the years ended December31

2010 and 2009 the Company did not repurchase any shares At December31 2010 the Company had $1 261 million remaining under its

January and April 2008 stock repurchase program authorizations

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 pre set trading plan meeting the requirements of Rule 0b5 under the Exchange Act and in privately

negotiated transactionC Any future common stock repurch6ses will be dependent upon several factors inclUding the Companys capital

position its liquidity its financial strength and credit ratings general market conditions and the market price of MetLife Inc.s common stock

compared to managements assessment of the stocks underlying value and applicable regulatory legal and accounting factors Whether or

not to purchase any common stock and the size and timing of any such purchases will be determined in the Companys complete discretion

Other

In September 2008 in connection with the split off of RGA as described in Note the Holding Company ieceived from MetLife Inc

stockholders 23 093 689 shares of MetLife Inc common stock with fair market value of $1 318 million and in exchange delivered

29 243 539 shares of RGA Class common stock with net book value of $1 716 million resulting in loss on disposition including

transaction costs of $458 million

Dividends

The table below presents declaration record and payment dates as well as per share and aggregate dividend amounts.for the common

stock

Divkend

Declaration Date Reààrd bite Payment Date Per Share Aggregate

In miIlions except

per share data

October26 2010 November 2010 December 14 2010 $0 74 $7841

Qctober 29 2009 November 2009 December 14 2009 $9.74 $610

October 28 2008 November 10 2008 December 15 2008 $0.74 $592

Includes dividends on Convertible Preferred Stock see abbve

Stock-Based Compensation Plans

Description of Plans for Employees and Agents General Terms

The MetLife Inc 2000 Stock Incentive Pan as amended the 2000 Stock Plan authorized the granting of awards to employees and

agents in the form of options to buy shares of MetLife Inc common stock Stock Options that either qualify as incentive Stock Options
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under Section 422A of the Code or are non-qualified By December31 2009 all awards under the 2000 Stock Plan had either vested or been

forfeited Np awards were mpde under the 2000 Stock Plan in 2Q10

Under the MetLife Inc 2005 Stock and Incentive Compensation Planthe 2005 Stock Plan awards granted to employees and agentar

may be in the form of Stock Options Stock Appreciation Rights Restricted Stock or Restricted Stools Units Performance Sharps or

Pefformance Share-Units Cash-Baspd Awards and Stock-BasedAwards each as defined in the 2005 Stock Plan with reference to MptLife

Inc common stocl

The aggregate number of shares authorized for issuance under the 2005 Stock Plan is 68000000 plus those shares available but not

utilized under the 2000 Stock Plan and those shares utilized under the 2000Stock Plan that are recovered due to forfeiture of Stock Options

Each share issued under the 2005 Stock Plan in connection with Stock Option or Stock Appreciation Right reduces the number of shares

remaining for issuance underthpt plan by one and each share issued under the 2005 Stock Plan in connection with awards other than Stock

Options or StockAppreciatidn Rightsreducesthe number of shares remaining for issuance under that plan by .179 shares At December31
2010 the ateqte number of shares rdmdiing available for issuance pursuant to the 2005 Stock Plan was 40477451 Stock Option
exercisesand otlier awards sdttled in shares are satisfied through the issuance of shares held in treasury by the Company or by the issuance

of new shares

Compensation expense related to awards under the 2005 Stock Plan is recognized based on the number of awards expected to vest

which represents the awards granted less expected forfeitures over the life of the award as estimated at the date of grant Unless material

deviation from the assumed forfeiture rate is observed during the term in which the awards are expensed any adjustment necessary to reflect

differences in actual experience is recognized in the period the award becomes payable or exercisable

Compensation expense related to awards under the 2005 Stock Plan is principally related to the issuance of Stock Options Performance

Shares and Restricted Stock Units The majority of the awards granted each year under the 2005 Stock Plan are made ip the first quarter of

each year

Description of Plans for Directors General Terms

The MetLife Inc 2000 Directors Stock Plan as amended the 2000 Directors Stock Plan authorized the granting of awards in the form of

MetLife Inc common stock non qualified StOck Options or combination of the foregoing to non management Directors of MetLife Inc As

of December 31 2009 all awards under the 2000 Directors Stock Plan had either vested or been forfeited No awards were made under the

2000 Directors StoOk Plan in 2010

Under the MetLife Inc 2005 Non-Management Director Stock Compensation Plan the 2005 Directors Stock PIah awardsgranted may
bein the form of non-qualified Stock Options StockAppreciation Rights Restrictdd Stockor Restricted Stock Units orStock-Based Awards

each as defined in the 2005 Directors St0ck Plan with reference to MetLife Inc domno stodk to non-mafiagement Directors of MetLife

nd The dijrnber of shares authorized for issuance under the 2005 Directors Stock Plan is 2000000 There were no shares darned fOrward

from the 20O0 Directors Stack Plarito the 2005 Directors Stock Plan At Debember3120l0tde aggregate number of shares remaining

available for issuance pursuant to the 2005 Directors Stock Plan was 18081 Stock Option execiseC and Other awards settled in shares

aredtisfIed through the issuance of shares held in treasury by the Comany or by the issuance of new shares

Compens5tion expense related to awards under the 2005 Directors Plan is recognid based on thp numbdr.bf shares awarded The

Stoctc-Baed Awards granted underthe 2005 DirectOrs Plan have vested immediately The rriajority àf the aeards granted each year underthe

200 Directors Stock Plan are made in the second quarter of each year

Cojnpensation Expense Related to Stock-Based Compensation

The components of compensation expense related to stock-based compensationexcluding the insignificant compensation expense
related to the 2005 Directors Stock Plan is as follows

Years Ended
December 31

2010 2009 2008

In millions

Stock Options $45 $55 51

Performance Shares1 29 11 70

Restricted Stock Units 10

Total compensation expenses related to the Incentive Plans $84 $69 $123

Income tax benefits $29 $24 $43

Performance Shares expected to vest and the related compensation expenses may be further adjusted by the performance factor most

likely to be achieved as estimated by management at the end of the performance period
The following table presents the total unrecognized compensation expense related to stock-based compensation and the expected

weighted average period over which these expenses will be recognized at
December 31 2010

Weighted Average
Expense Period

In millions Years

Stock Options $39 .73

Performance Shares $30 .74

Restricted Stock Units $14 1.87

MetLife Inc F-i 33



MetLife Inc

Notes tQthe Consolidated Financial Statements Continued

Stock Options

Stock Options are the contingent right
of award holders to purchase shares of MetLife Inc common stock at stated price for limited

time All Stock Options have an exercise price equal to the closing price of MetLifd Inc common stock reported on the NYSE on the date of

grant and have madmum term often years The vast majority of Stock Options granted have become or will become exercisable at rate of

one-third of each award on each of the first three anniversaries of the grant date Other Stock Options have become or will become

exercisable on the third anniversary of the grant date Vesting is subject to continued service except for employees who are retirement

eligible and in certain other limited circumstanceS

summary of the activity related to Stock Options for the year ended December 31 2010 is as follows

Weighted

Average

Remaining Aggregate

Shares Under Weighted Average Contractual intrinSic

Optton Exercise Price Term Vaiuf1

Years In millions

Outstanding at January 2010 30152405 $38.51 5.50

Granted2 4683144 $35.06

Exercised 1742003 $29.74

Expired 154947 $47.78

Forfeited 236268 $34.64

Outstanding at December 31 2010 32702331 $38.47 5.30 $195

Aggregate number of stock options expected to vest at

December3l2010 31930964 $38.62 5.21 $186

Exercisable at December31 2010 23405998 $40.43 4.0 $94

The aggregate intrinsic value was computed using the closing share price on December31 2010 of $44.44 and December 31 2009 of

$35.35 as applicable

The total fair value on the date of the grant was $3 millbn

The fair value of Stock Options is estimated on the date of grant using binomial lattice model Significant assumptions used in the

Companys binomial lattice model which are further.descri.bd below include expected volatility of the price of MetLife Inc common stock

rislc-free rate of return expected dividend yield on MetLife inc common stock exercise multiple and the post-vesting termination rate

Expected volatility is based upon an analysis of historical prices of MetLife Inc common stock nd call options on that common tock

traded on the open market The Company uses weighted-average of the implied volatility for pullicly-traded call options with the longest

remaining maturity nearçst to the money as of each valuation date and the historical volatility calculated using monthly closing price of

MetLife Inc.s common stock The Company chose monthly measurement interval for historical vblatility as it believes this better depict the

nature of eftployee option exercise decisions being based on ldnger-term trends in the price of the underlying shares rather than on daily

price movements

The binomial lattice model used by the Company incorporates different risk-free rates based on the imputed forward rates for

U.S Treasury Strips for each year over the contractual term of the option The table below presents the full range of rates that were used

for options granted during the respective periods

Dividend yield is determined based on historical dividend distributions compared to the price of the underlying common stock as of the

valuation dateand held constant over the life of the Stock Option

The binomial Ittice model used by the Company incorporates the contractual term of the Stock Options and then factors in expected

exercise behŁvior and post-vesting termination rate or the rate at which vested options are exercised or expire prematurely due to

termination of employment to derive an expected life Exercise behavior in the binomial lattice model used by the Company is expressed

using an exercise multiple which reflects the ratio of exercise price to the strike price of Stock Options granted at which holders of the Stock

Options are expected to exercise The exercise multiple is derived from actual historical exercise activity The post-vesting termination rate is

determined from actual historical exercise experience and expiration activity
under the Incentive Plans
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The following table presents the weighted average assumptions with the exception of risk-free rate which is expressed as range used
to determinethe fair value of Stock Options issued

Years Ended December 31

2010 2009 2008

Dividend yield 2.11% 3.15% 1.21%

Risk-free rate of return 0.35%-5.88% 0.73%-6.67% 1.91%-7.21%

Expected volatility 34.41% 4439% 24.85%

Exercise multiple .75 .76 .73

Post-vesting termination rate 3.64% 370% 3.05%

Contractual term years 10 10 10

Expected life years

Weighted average exercise price of stock options granted $35.06 $23.61 $59.48

Weighted average fair value of stock options granted $1 .29 $8.37 $17.51
The following table presents summary of Stock Option exercise activity

Years Ended
December 31

2010 2009 2008

In millions

Total intrinsic value of stock options exercised $22 $36

Cash received from exercise of stock options $52 $45

Tax benefit realized from stock options exercised
$13

Performance Shares

Performance Shares are units that if they vest are multiplied by performance factor to produce number of final Performance Sh8res
which are payable in shares of MetLife Inc common stock Performance Shares are accounted for as equity awards but are not credited with

dividend-equivalents for actual dividends paid on MetLife Inc common stock during the performance period Accordingly the estimated fair

value of Performance Shares is based upon the closing price of MetLife Inc common stock on the date of grant reduced by the present

value of estimated dividendsto be paid on that stock during the performance period
Performance Share awards normally vest in their entirety at the end of the three-year performance period Vesting is subject to continued

service except for employees who are retirement eligible and in certain other limited circumstances Vested Performance Shares are

multiplied by performance factor of 0.0 to 2.0 based largely on MetLife Inc.s performance in change in annual net operating earnings and
total shareholder return over the applicable three-year performance period compared to the performance of its competitors performance
factor of 0.94 was applied for the January 2007 December 31 2009 performance period

The following table presents summary of PºrformÆnce Share activity for the year ended December 31 2010

Weighted Average
Performance Giant Date

Shares Fair Value

Outstanding at January 2010 3493435 $38.43

Granted1 1528065 $32.24

Forfeited
58176 $30.06

Payable2 807750 $60.83

Outstanding at December31 2010 4155574 $31.91

Performance Shares expected to vest at December 31 2010 3972769 $33.40

The total fair value on the date of the grant was $49 million

Includes both shares paid and shares deferred for later payment
Performance Share amounts above represent aggregate initial target awards and do not reflect potential increases or decreases resulting

from the performance factor determined after the end of the respective performance peridds At December 31 2010 the three year
performance period forthe 2008 Performance Share grants was completed but the performance factor has not yet been calculated Included

in the immediately preceding table are 824825 outstanding Performance Shares to which the performance factor will be applied

Restricted Stock Units

Restricted Stock Units are units that if they vest are payable in shares of MetLife Inc common stock Restricted Stock Units are

accounted for as equity awards but are not credited with dividend-equivalents for actual dividends paid on MetLife Inc common stock
during the performance period Accordingly the estimated fair value of Restricted Stock Units is based upon the closing price of MetLife Inc
common stock on the date of grant reduced by the present value of estimated dividends to be paid on that stock during the performance
period

The vast majority of Restricted Stock Units normally vest in their entirety on the third anniversary of their grant date Other Restricted Stock
Units normally vest in their entirety on the fifth anniversary of their grant date Vesting is subject to continued service except for employees
who are retirement

eligible and in certain other limited circumstances
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The following table presents summary of Restricted Stock Unit activity for the year ended December 31 2010

Weighted Average

Restricted Stock Grant Date

Units Fair Value

Outstanding at January 2010 393362 $28.05

Granted1 607200 $32.32

Forfeited 31 275 $27.31

Payable2 32115 $63.32

Outstanding at December31 2010 937172 $29.63

Restricted Stock Units expected to vest at December 31 2010 937172 $29.63

The total fair value on the date of the grant was $20 million

Includes both shares paid and shares deferred for later payment

Statutory Equity and Income

Except for American Life each insurance companys state of domicile imposes minimum risk-based capital RSC requirements that

were developed by the NAIC The formulas for determining the amount of RBC specify various weighting factors that are applied to financial

balances or various levels of activity based on the perceived degree of risk Regulatory compliance is determined by ratio of total adjusted

capital as defined by the NAb to authorized control level RBC as defined by the NAb Companies below specific trigger points.or ratios are

classified within certain levels each of which requires specified corrective action Each of the Holding Companys U.S insurance

subsidiaries exceeded the minimum RBC requirements for all periods presented herein

American Life does not-write business in Delaware or any other domestic state and as such is Øxemptfrom RBC by Delaware law

American Life operations are regulated by applicable authorities of the countries in which the company operates and are subject to capitaland

solvency requirements in those countries

The NAIC has adopted the Codification of Statutory Accounting Principles Statutory Codification Statutory Codification is intended to

standardize regulatory accounting and reporting to state insurance departments However statutory accounting principles continue to be

established by individual state laws and permitted praptices The New York Insuranpe Department the Department has adopted Statutory

Codification with certain modifications for the preparation of statutory financial statements of insurance companies domiciled in -New York

Modifications by the various state insurance departments may impact the effect of Statutory Codification on thestatutory capital and surplus

of the Holding Companys U.S insurance subsidiaries

Statutory accounting principles differ from OMP primarily by charging policy acquisition costs to expense as incurred establishing future

policy benefit liabilities using different actuarial assumptions reporting surplus notes as surpl.ys instead of debt and valuing securities on

different basis

In addition certain assets are not admitted under statutory accounting princiles and are charged directly to surplus The most signifiqant

assets not admitted by the Company are net deferred income tax assets resulting from temporary differences between statutory accounting

principles-basis and tax basis not expected to reverse and become recoverable within three years Further statutory accounting principles do

not give recognition to purchase accounting adjustments

Statutory net income loss of MLIC New York domiciled insurer was $2066 million $1 221 million and $338 million for the years

ended December31 2010 2009 and 2008 respectively Statutory capital and surplus to be filed with the Department was $13.2 billion and

$1 2.6 billion at December 31 2010 and 2009 respectively

Statutory net income of American Life Delaware domiciled insurer of approximately $800 million will bereported in the Statutory Annual

Statement for the year ended December31 2010 Statutory capital and surplus to be filed with the Delaware Insurance Department was

approximately $4.0 billion at December31 2010

Statutory net income of MICC Connecticut domiciled insurer was $668 million $81 million and $242 million for the years ended

December31 2010 2009 and 2008 respectively Statutory capital and surplus to be filed with fhe Connecticut Insurance Department was

$5.1 billion and $4.9 billion at December31 2010 and 2009 respectively

Statutory net income of Metropolitan Property and Casualty Insurance Company MPC Rhode Island domiciled insurer was

$273 million $266 million and $308 million for the years ended December 31 2010 2009 and 2008 respectively Statutory capital and

surplus to be filed with the Insurance Department of Rhode Island was $1.8 billion at both December 31 2010 and 2009

Statutory net income of MTL Delaware domiciled insurer was $151 million $57 million and $212 million-for the years ended

December 31 2010 2009 and 2008 respectively Statutory capital-and surplus to be filed with the Delaware Insurance Department

was $805 million and $867 million at December 31 2010 and 2009 respectively
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Dividend Restriótions

The table below sets forth the dividends permitted to be paid by the respective insurance subsidiary without insurance regulatory approval

and the respective dividends paid

2011 2010 2009

Permitted wlo Permitted wlo Permitted wIo
Company Approval1 Paid ApprovalS Paid2 Approval3

In millions

Metrdpolitan Life.lnsurdnce Company $1 321 $631 $1 262 $552

American Life Insurance Company 661 511 N/A N/A

MetLife Insurance Company of Connecticut 517 $330 659 $714

Metropolitan Proerty and Casualty Insurance

Company $260 $300

Metropolitan Tower Life Insurance Company 80 $569 93 88

Reflects dividend amounts that may be paid during 2011 without prior regulatory approval However because dividend tests may be

based on dividends previously paid over rolling 12-month periods if paid before specified date during 2011 some or all of such

dividends may require regulatory approval

All amounts paid including those requiring regulatory approval

Reflects dividend amounts that could have been paid during the relevant year without prior regulatory approval

Includes securities trahsferrØd to the Holding Company of $399 million

Reflects approximate dividends permitted to be paid and the respective dividends paid since the Acquisition Date See Note

Includes shares of an affiliate distributed to the Holding Company as an in-kind dividend of $475 million

In addLtlon to the amounts presented in the table above for the years ended December 31 2010 and 2009 cash dividends in the

aggregate amount $0 and $215 million respectively were paid to the Holding Company
Under New York State Insurance Law MLIC is permitted without prior insurance regulatory clearance to pay stockholder dividends to the

Holding Company as long as the aggregate amount of all such dividends in any calendar year does not exceed the lessor of 10% of its

surplus to policyholders as of the end of the immediately preceding calendar year or ii its statutory net gain from operations for the

immediately preceding calendar year excluding realized capital gains. MLIC will be permitted to pay dividend to the Holding Company in

excess of the lesser of such two amounts only if it files notice of its intention to declare such dividend and the amount thereof with the

Superintendentand the Superintendent does not disapprove the dividend within 30 days of its filing Under New York State Insurance Law
the Superintendent has broad discretion in determining whether the financial condition of stock life insurance company would support the

payment of such dividends to its shareholders

Under Delaware State Insurance Law each of American Life and MTL is permitted without prior insurance regulatory clearance to pay
stockholder dividend to the Holding Company as long as the amount of the dividend when aggregated with all other dividends in the

preceding 12 mdnthd does not exceed the greater of 10% of its surplus to policyholders as of the end of the immediately preceding
calendar year or ii its statutory net gain from operations for the immediately preceding calendar year excluding realized capital gains Each

of American Life and MTL will be permitted to pay dividend to the Holding Company in excess of the greater of such two amounts only if it files

notice of the declaration of such dividend and the amount thereof with the Delaware Commissioner of Insurance the DeIawae
Commissioner and the Delaware Commissioner either approves the distribution of the dividend or does not disapprove the distribution

within 30 day%of its .filng In addition any dividend that exceeds earned surplus defined as unassigned funds as of the last filed annual

statutory statment requies insurance regulatory approval Under Delaware State Insurance Law the Delaware Commissioner has broad

discretion in determining whether the financial condition of stock life insurance company would support the payment of such dividends to its

sharehol.des

Under.Connecticut State Insurance Law MICC is permitted without prior insurance regulatory clearance to pay stockholdar dividends to

its stockholders as long as the amount of such dividends when aggregated with all other dividends in the preceding 12 months does not

exceed the greater of 10% of its surplus to policyholders as of the end of the immediately preceding calendar year or ii its statutory net

gain from operations for the immediately preceding calendar year MICC will be permitted to pay dividend in excess of the greater of such

two amounts only if it files notice of its declaration of such dividend and the amount thereof with the Connecticut Commissioner of Insurance

the Connecticut Commissioner and the Connecticut Commissioner does not disapprove the payment within 30 days after notice In

addition anydividend that exceeds earned surplus unassigned funds reduced by 25% of unrealized appreciation in value or revaluation of

assets or unrealized profits on investments as of the last filed annual statutory statement requires insurance regulatory approval Under

Connecticut State Insurance Law the Connecticut Commissioner has broad discretion in determining whether the financial condition of

stock life insurance company would support the payment of such dividends to its shareholders

Under Rhode Island State Insurance Law MPC is permitted without prior insurance regulatory clearance to pay stockholder dividend to

the Holding Company as long as the aggregate amount of all such dividends in any twelve-month period does not exceed the lesser of 10%
of its surplus to policyholders as of the end of the immediately preceding calendar year or ii net income not including realized capital gains
for the immediately preceding calendar year which may include carry forward net income from the second and third preceding calendar years

excluding realized capital gains and less dividends paid in the second and immediately preceding calendar years MPC will be permitted to

pay dividend to the Holding Company in excess of the lesser of such two amounts only if it files notice of its intention to declare such

dividend and the amount thereof with the Rhode Island Commissioner of Insurance the Rhode Island Commissioner and the Rhode Island

Commissioner does not disapprove the distribution within 30 days of its filing Under Rhode Island State Insurance Code the Rhode Island
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Commissioner has broad discretion in determining whether the financial condition of stock property and casualty insurance company would

support the payment of such dividends to its shareholders

Other Comprehensive Income Loss
The following table sets forth the reclassification adjustments required for the years ended December 31 2010 2009 and 2008 in other

comprehensive income loss that are included as part of net incqme for the current year that have been reported as part of other

comprehensive income loss in the current or prior year

Years Ended December 31

2010 2009 2008

In millions

Holding gains losses on investments arising during the year $10092 $18548 $26650

Income tax effect of holding gains losses 3516 6243 8989

Reclassification adjustments

Recognized holding gains losses included in current year income 143 1954 2040

Amortization of premiums and accretion of discounts associated with investments 590 490 926

Income tax effect 255 493 377

Allocation of holding gains losses on investments relating
to other policyholder amounts 2813 2979 4809

Income tax effect of allocation of holding gains losses to other policyholder amounts 980 1002 1621

Unrealized investment loss of subsidiary at date of sale 131

Deferred income taxon unrealized investment lossof subsidiary at date of sale 60

Net unrealized investment gains losses net of income tax 265 11 299 13 665

Foreign currency translation adjustments net of income tax 350 63 700

Defined benefit plans adjustment net of income tax 96 102 1199

Other comprehensive income loss 4011 11260 5564

Other comprehensive income loss attributable to noncontrolling interests 11 10

Other comprehensive income loss attributable to noncontrolling iriterest of subsidiary at

date of disposal 150

Foreign currency translation adjustments attributable to noncontrolling interests of subsidiary

at date of disposal 107

Defined benefit plans adjustment attributable tononcontrolling interests of subsidiary at date

of disposal

Other comprehensive income loss attributable to MetLife Inc excluding cumulative effect

of change in accounting principle 4006 11271 15321

Cumulative effect of changein accounting principle net of income tax of$27 million

$40 million and $0 see Note 52 76

Other comprehensive income loss attributable to MetLife Inc 4058 $1 1195 $1 5321

19 Other Expenses

Information on other expenses was as follows

Compensation 3584

Years

2010

Pension postretirement postemployment benefit costs 380

Commissions 646

Volume related costs 379

Interest Qredited to bank deposits 137

Capitalization of DAC 3343

Amortization of DAC and VOBA 2801

Interest expense on debt and debt issue costs 550

Premium taxes licenses fees 514

Professional services 104

Rent net of sublease income 307

Other 1744

Total other expenses $1 803

Ended December 31

2009 2008

In millions

3402 3299

452 120

3433 3384

407 354

163 166

3019 .3092

1307 3489

1044 1051

52 471

902 949

385 .373

1553 1383

$10556 $11947

F-138 MetLife inc



MetLite Inc

Notes to the COns1idated Financial Statements 4Oontirnied

Capitalization of DAC and Amortization of DAC and VOBA

See Note for DAC and VOBA by segment and roliforward of each including impacts of capitalization and amortization See also Note 10
for description of the DAC amortization impact associated with the closed block Amortization of DAC and VOBA includes amorti2ation of

negative VOBA related to the Acquisition of $64 million for the year ended December 31 2010 Negative VOBA is recorded in other policy-

related balances see Note and therefore the amortization of negative VOBA is an offset to the VOBA amortization in Note

Interest Exjense oi Debt and Debt Issue Costh

See Notes 11 12 13 and 14 for attribution of interest expense by debt issuance Interest expense on debt and debt issue costs includes

interest expense related tp OSEs of $41 million for the year ended December 31 2010 and $0 for both of the years ended December 31
2009 and 2008 See Note3

Lease lmpirments

See Note 16 for description of lease impairments included within other expenses

Costs Related to the Acquisition

See Note for transaction costs and integration-related expenses related to the Acquisition which were included in other expenses

Restructuring Charges

In September 2008 the Company began an enterprise-wide cost reduction and revenue enhancement initiative which is expected to be

fully implemented by December 31 2011 This initiative is focused on reducing complexity leveraging scale increasing productivity and

improving the effectiveness of the Companys operations as we as providing foundation for future growth These.restrudturing costs were
included other expenses As the expenses relate to an enterprise-wide initiative they were incurred within Banking Corporate Other

Estimated restructuring costs may change as management continues to execute its restructuring plans Restructuring charges associated

with this enterprise-wide initiative were as follows

Years Ended
December 31

2010 2009 2008

In millions

Balance at January 36 86

Severance charges 17 84 109

Change in severance charge estimates

Cash payments 45 126 15
Balance at December 31 $7 $36 $86

Restructuring charges incurred in current period $16 $76 $101

Total restructuring charges incurred since inception of program $193 $177 $101

For the years ended December 31 2010 2009 and 2008 the change in severance charge estimates of $1 million $8 million and

$8 million rqspectively was due to changes in estimates for variable incentive compensation COBRA benefits employee outplacement
services and for employees whose severance status changed

In addition to the above charges the Company has recognized lease charges of $28 million associated with the consolidation of office

space since the inception of the initiative

Management anticipates further restructuring charges including severance lease and asset impairments will be incurred during the year
ending December31 2011 However such restructuring plans were not sufficiently developed to enable the Company to make an estimate
of such restructuring charges at December31 2010

See Note for discussion of restructuring charges related to the Acquisition
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Weighted Average Shares

Weighted average common stock outstarding for basic earnings per

Sommon share

Incremental common shares from assumed

Stock purchase contracts underlying common equity units

Exercise or issuance of stock-based awards

Weighted average common stock outstanding for diluted earnings per

common share1

Income Loss from Continuing Operations

Income loss from contiruing bperatiOns Set of incomd tax

Less Income loss from continuing operations net of iScome tax

attributable to norcontrolling inerests

Less Preferred Stock dividnds

Income loss from continuing operations net of income tax available to

MetLife nes common shareholders

Basic

Diluted

Income Loss from Discontinued Operations

Income loss from discontinued operations net of income ta

Less Income loss from discontinued operations net of income tax

attributable to noncontrolling interests

Income loss from disdontinudd operations net of income tax available to

MetLife Inc.s common shareholders

Basic

Diluted

Net Income Loss
Net income loss

Less Net income loss attributable to noncontrolling interests

Less Preferred stock dividendS

Net income loss avaIable to MetLife Inc.s common shareholders

Basic

Diluted

Yeais Ended December 31

2010 2009 2008

in millions except share and per share data

20 Earnings Per Common Share

The following table presents the weighted average shares used in calculating basic earnings per common share and those used in

calculating diluted earnings per common share for each income category preaented below

882436532 818462150 735184337

2043553

713146 7557540

889567878 818462150 744785430

2777 2319

32
122 122

2659

3.01

2.99

3479

25
125

3379

4.60

44

2409

2.94

2.94

.9 41 201

94

0.01

0.01

2786

122

2668

3.02

3.00

41

0.05

0.05

2278

32
122

2368

2.89

289

295

0.41

0.40

3278

69

125

3084

4.19

4.14

For purposes of the earnings per common share calculation the Convertible Preferred Stock is assumed converted into shares of

common stock for both basic and diluted weighted average shares See Note 18 for description of the Convertible Preferred Stock

See Note 14 for description of the Companys common equity units

For the year ended December31 2009 4213700 shares related to the assumed exercise or issuance of stock-based awards have

been excluded from the calculation of diluted earnings per common share as these assumed shares are anti-dilutive
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Three Months Ended

March 31 June 30 September 30 December 31

In millions except per share data

21 Quarterly Results of Operations Unaudited

The unaudited quarterly resuIt of operations for 2010 apd 2009 are summarized in the tbIe below

2010

Total revenues $13190 $14245 $12444 $12838

Total expenses $11999 $11875 $12051 $12834

Income.Ioss from
continuing operations net of income tax 833 1540 322 92

Income loss from discontinued operations net of income tax

Net income Ips 834 1547 320 85

Less Net income loss attributable to noncontrolling interests 10
Net income loss attributable to MetLife Inc 835 1557 316 82

Less Preferred stock dividends 30 31 30 31

Net inpome loss available to MetLife Inc.s common shareholders 805 1526 286 51

Basic earnings per common share

Income loss from
continuing operations net of income tax available to MetLife Inc.s

common shareholders 0.98 1.84 0.33 0.05

Income loss from discontinued operations net of incomq tax attributable to MetLife

Inc 0.01

Net income loss attributable to MetLite Inc 1.02 1.90 0.36 0.08

Net income loss available to MetLife Inc.s common shareholders .$ 0.98 1.85 0.33 0.05

Diluted earnings per common share

Income loss from continuing operations net of income tax available MetLife Inc.s

comnon shareholders 0.97 1.83 0.32 0.05

Income loss from discontinued operations net of income tax attiibutable to MetLife

Inc 0.01

Net Income lots attributable to MetLife Inc 1.01 1.87 0.36 0.08

Net incdme lbs available to MetLife Inc.s common shareholders 0.97 1.84 032 0.05

2009

Total revenues $10214 8264 $10238 $12341

Jot.ajexperises $11176 $10640 $11413 $12162

Income loss from continuing operations net of income tax 585 1420 624 310

.lpcome loss from discontinued operations net of income tax 37

Net income loss 548 $1418 625 313

Less Net income loss attributable to noncontrolling interests 16
Net income loss attributable to MefLife Inc 44 1402 620 320

Less Preferr6d stpck dividends 30 31 30 31

Net income loss available to MetLife Inc.s common shareholders 574 1433 650 289

Basic earnings per common share

Incomp loss from
continuing operations nef of income ax available to MetLife Inc.s

common shareholdrs .............. 0.76 1.74 0.79 0.35

Income loss from discontinued operations net of income tax attributable to MetLife

Inc 0.05

Net income loss attributable to MetLife Inc 0.67 1.71 0.75 0.39

Net income loss available to MetLife Inc.s common shareholders 071 1.74 0.79 0.35

Diluted earnings per common share

Income loss from continuing operations net of income tax available to MetLife Inc.s

common shareholders 0.76 1.74 0.79 0.35

Income loss from discontinued operations net of income tax attributable to MetLife

Inc $0.05
Net income loss attributable to MetLife Inc......... 0.67 1.71 0.75 0.39

Net income loss available to MetLife Inc.s common shareholders 0.71 1.74 0.79 035

22 Business Segment Information

MetLife is organized into five segments Insurance Products Retirement Products Corporate Benefit Funding and Auto Home

collectively U.S Business and International The assets and liabilities of ALICO as of November 30 2010 and the operating results

of ALICO from the Acquisition Date through November 30 2010 are included in the International segment In addition the Company reports

certain of its results of operations in Banking Corporate Other which includes MetLife Bank and other business activities For reporting

purposes beginning in 201 our non-U.S Business results will be presented within two separate segments Japan and Other International

Regions

Insurance Products offers broad range of protection products and services to individuals and corporations as well as other institutions

and their respective employees and is organized into three distinct businesses Group Ufe Individual Life and Non-Medical Health Group
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Life insurance products and services include variable life universal life and term life products Individual Life insurance products and services

include variable life universal life term life and whole life products Non Medical Health products and services include dental insurance

short- and long-term disability long-term care and other insurance products Retirement Products offers asset accumulation and income

products including wide variety of annuities Corporate Benefit Funding offers pension risk solutions structured settlements stable value

and investment products and other benefit fundirg products Auto Home provides personal lines property and casualty insurance

including private passenger autombbile homeowners and personal excess liability insurance In the fourth quarter of 2010 management

realigned certain income annuity products within the Companys segments to better conform to the way it manages and assesCesits

business and began reporting such product results in the Retirement Products segment previously reported in the Corporate Benefit

Funding segment Accordingly prior period results forthese segments have been adjusted by $29 million and $13 million of operating losses

net of $15 million and $8 million of income tax benefits for the years ended December 31 2009 and 2008 respectively to reflect such

product reclassifications

International provides life insurance accident and health insurance credit insurance annuities endowments and retirement savings

products to both individuals and groups

Banking Corporate Other contains the excess capital not allocated to the segments the results of operations of MetLife Bank various

start-up entities and run-off entities as well as interest expense related to the majority of the Companys outstanding debt and expenses

associated with certain legal proceedings and income tax audit issues Banking Corporate Other also includes the elimination of

intersegment amounts which generally relate to intersegment loans which bear interest rates commensurate with related borrowings

Operating earnings is the measure of segment profit or loss the Company uses to evaluate segment performance and allocate resources

Consistent with GAAP accounting guidance for segment reporting it is the Company measure of segment performance reported below

Operating earnings does not equate to income loss from continuing operations net of income tax or net income loss as determined in

accordance with OAAP and should not be viewed as substitute for those GAAP measures The Company believes the presentation of

operating earnings herein as the Company measures it for management purposes enhances the understanding of its performance by

highlighting the results from operations and the underlying profitability
drivers of the businesses

Operating earnings is defined as operating revenues less operating expenses net of income tax

Operating revenues is defined as GAAP revenues less net investment gains losses and net derivative gains losses less

amortization of unearned revenue related to net investment gains losses and net derivative gains losses ui plus scheduled periodic

settlement payments on derivatives that are hedges of investments but do not qualify for hedge accounting treatment iv plus income from

discontinued real estate operations less net investment income related to contractholder-directed unit-linked investments and vi plus

for operating joint ventures reported under the equity method of accounting the aforementioned adjustments those identified in the

definition of operating expenses and changes in fair value of hedges of operating joint venture liabilities all net of income tax

Operating expenses is defined as GMP expenses less changes in policyholder benefits associated with asset value fluctuations

related to experience-rated contractholder liabilities and certain inflation-indexed liabilities ii less costs related to business combinations

since January 2009 and noncontrolling interests iii less amortization of DAC and VOBA and changes in the policyholder dividend

obligation related to net investment gains losses and net derivative gains losses iv less interest credited to policyholder account

balances related to contractholder-directed unit-linked investments and plus scheduled periodic settlementpayments on derivatives that

are hedges of policyholder account balances but do not qualify for hedge accounting treatment

In addition operating revenues and operating expenses do not reflect the consolidation of certain securitization entities that are VIEs as

required under GAAP
Set forth in the tables below is certain financial information with respect to the Companys segments as well as Banking Corporate

Other for the years ended December 31 2010 2009 and 2008 and at December 31 2010 and 2009 The accounting policies of the

segments are the same as those of the Company except for the method of capital allocation and thO accounting for gains losses from

intercompany sales which are eliminated in consolidation Economic capital is an internally developed risk capital model the purpose of

which is to measure the risk in the business and to provide basis upon which capital is deployed The economic capital model accounts for

the unique and specific nature of the risks inherent in the Companys businesses As part of the economic capital process portion of net

investment income is credited to the segments based on the level of allocated equity The Company allocates certain non-recurring items

such as expenses associated with certain legal proceedings to Banking Corporate Other
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Operating Earnings

Ye8lEnded Decehibe 3l 2010

Revenues

Premiums $17200

Universal life and investment-type

product policy fees 2247

Net investment income 6068

Otherrevenues 761

Net investment gains losses

Net derkative gains losses

Total revenues 26276

Expenses

Policyholder benefits and claims

and policyholder dividends

Interest credited to policyholder

account balances

Interest credited to bank

deposits

Capitalization of DAC

Amortization of DAC and VOBA

Interest expense on debt

Other expenses
________

Total e4Denses
_______

Provision for income tax expense

benefit
_______

Operating earnings ______

Adjustments to

Total revenues

Total expenses

Provision for income tax

expense benefit

Income loss from continuing

operations net of income

At December 31 2010

Total assets

Separate account assets

Separate account liabilities

$164995

9864-

$173473 $986

$27394

6037

294 17615

2328

392

265

52717

137

3343

2801

1550

_____ 11658

______
48759

401 1181

U.S Business
--

Corporate .- Banking
Insurance Retirement Benefit AutO Cdtbrate
ProductS PYOdUcts unding Home Total International Other

In millions

Total

Total Adjustments Consblidated

875 $1938 $2923 $22936 $4447 11 $27394

2234 226 4-707 1329 6036

3395 4954 209 14626 1703 992 1732.1

220 246 22 1249 35 1044 2328

392

265

6724 7364 3154 43518 7514 2047 53079 362

3723 14 30725 306 31031

4703 222 4925

137 137

3343

2683 118

1126 1139 411

1155 11439 219

2405 47483 1276

19075 1879 4041 2021 27016

963 1612 1445 4020 683

841 1067 19 448 2375 968
966 724 16 439 2145 537

-1 .6 10

4080 2437 460 169 7746 2538

24244 5588 5949 2781 38562 6516

711 397 495 73 1676 206 300 1582

1321 739 $920 $300 3280 792 $58 4014

U.S Business

corporate Banking
lnsurane Retirement Bneflt Auto Corporate
ProduotS Products fundIng Home Total International Other Total

In millions

$141366 $177056 $172918 $5541 $496881 $6903O $730I906

9567 $107335 56571 $173473 $183337

9567 $107335 56571 $183337

362

1276

401

2777 2777
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Operating Earnings

tear Ended Dpcember 31 2009 _________

Revenues

Premiums $17168

Universal life and investment-type

product policy fees

Net investment income

Other revenues

Net investment gainfi losses

Net derivative gains losses _______

Total revenues
________

Expenses

Policyholder benefits and claims

and policyholder-dividends 19111

Interest credited to policyholder

account balances

Interest credited to bank

deposits

Capitalization of DAC

Amo1ization of DAC and VOBA

Interest expense on debt

Other-expenses

Total expenses

Provision for income tax expense

benefit

Operating earnings

Adjustments to

Total revenues

Total expenses

Provision for income tax expense

benefit

Income loss from

continuing operations net

of income tax

At December 31 2009

Totalassets

Separate account assets

Separate account liabilities

-84 .29986-

4849

163

3019

1307

1044

11061

______ _____

______
2683 2015

$2319 $231

Business

Corporate

insurenae Retirement Benefit

ProdUcts Products Funding
Auto

Home Total Internstionol

In mlIIiOfl8

920 $2264 $2902 $23254

Banking
Corporate Total

Other Total AdJustmentePonsoHdated

2281

5614

779

1712

3098

173

176

4-527

238-

$3187 19 $26460

4169

180 13419

33 1222

1061

1193

14

$26

6230

477 15089

1092 2329

2906

4866

25842 5903 7206 3115 4208 5455 1588 49108 8051

1950 4245 1932 27238

27 5203

252 14837

2329

2906

-4866

41057

952 1688

873 1067

725 424

4206 2433

24127 5428

2660 -4 29902

1632 4272 581 4853

163 163

14 435 2389 630 3019

15 436 1600 415 201.8

1027 1044

456 764 7859 1797 1336 10992

6337 2697 38589 4831 2533 45953

73

1j42

.167

308

711-

69

562

288 96

580 322

1124 161 617 668

2352 463 328 2487

.805

562

2683

.-- U.S Business

Córpórate Banking

Isuranpe IRtirement- BnefLt Auto Corporate

productsP.ioducts Funding Home Total International .9ther Total

In millions

$132720 $154228 $153795 $5517 $446260 $33923 $59133 $539
8838 -$ 87157 45688 $141683 735 $149.r04-1.-

8838 87157 45688 $141683 $.7358$ $149Ot
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Operating Earnings

696 $2348 $2971 $22417 $3470

1870 227 4268 1095 5363 18 5381

2624 5615 186 14212 1180 808 16200 89 16289

169 358 38 1384 18 184 1586 1586

2098 2098

Policyholder benefits and claims

and policyholder dividends 18183 1271 4398 1924 25776

Interest credited to policyholdr

account balances 930 1338 2297 4565 111 4743

Interest credied to bank

deposits 166 166 166

Capitalization of DAC 849 980 18 444 2291 798 3092 3092
Amortization of DAC and VOBA 743 1356 29 454 2582 381 2968 3489

Interestexpenseon debt 1033 1051 1051

Otherexpenses 4196 2101 440 794 7531 2079 699 10309 10333

Total expenses 23208 5088 7148 2728 38172 5027 1953 45152 45923

Provision for income tax expense

benefit

Operating earnings

Adjustments to

661 91 474 104 1330 257 495 1092

1310 180 926 363 2779 479 439 2819

Total revenues 1919

lotalexpenses 771

Provision for income tax expense

benefit 488

Income loss from continuing

operations net of income

tax $3479 _____
Net investment income is based upon the actual results of each segments specifically identifiable asset portfolio adjusted for allocated

equity Other costs are allocated to each of the segments based upon review of the nature of such costs ii time studies anaJyzing the

amount of employee compensation costs incurred by each segment and iii cost estimates included in the Companys product pricing

Operating revenues derived from any customer.did not exceed 10% of consolidated operating revenues for the years ended Decem
ber31 2010 2009 and 2008 Operating revenuesfrom U.S opertionswere $44.9 billion $4.8 billion anç$42.9 billion forthe years ended

December31 2010 2009 and 2008 respectively which represented 95% 87%and 87% respectively of consolidated operating revenues

23 Discontinued Operations

Real Estate

The Company actively manages its real estate portfolio with the objective of maximizing earnings through seleotive acquisitiorts and

dispositions Income related to reat estate classified as held-for-sale or sold is presented in discontinued operations These assets are

carried at the lower of depreciated cost or estimated fair value less expected disposition costs Income from disc0ætinuŒdreal estate

operations net of income tax was $3 million $11 million and $13 million for the years ended December 31 2010 2009and 2008

respectively

The carrying value of real estate related to discontinued operations was$8 million and $55 million at December 31 2010 and 2009

respectively

Year Ended December 31 2008

Revenues

Insurance
Products

U.S Business

qorpqrste
Retirement Benefit
Products Funding

Premiums $16402

Universal life and iivestrhent-type

product policy fees

Auto Banking
CorporstO

Home Total international Other Total

In millions

Net investment income

Other revenues

Net investment gains losses

Net derivative gains losses

2171

5787

819

Total

Adjustments Consolidated

27 $25914 $25914

Total revenqes 25179 5359 8548 3195 42281

Expenses

5763

3185

______
91Q

1019 49063 t919

3910

50982

46 29007 181 2.9188

45 4788

521

24

771

488 1580

3479
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Operations

Texas Life Insurance Company

During the fourth quarter of 2008 the Holding Company entered into an areeqºnt to sell its wholly-owned subsidiary Cova the parent

company of Texas Lifeto third-party and the sale occurred in-March 2009 SeeNote 2.The followingtable presents the amounts related to

the operations of Cova that have been reflected as discontinued operations in the consolidated statements of operations

Years Ended December31

2009 2008

In millions

Total revenues $25 $134

Total expenses 19 119

Income before provision for income tax 15

Provision for income tax

Income from operations of discontinued operations net of income tax 11

Gain on disposal net of income tax 28 37

Income from discontinued operations net of income tax $32 $48

Reinsurance Group of America Incorporated

As more fully described in Note the Company completed tax-free split-off of its majority-owned subsidiary RGA in September 2008

The following table presents the amounts related -to the operations of RGA that have been reflected as discontinued operations in the

consolidated statements of operations
Year Ended

December 31 2008

In millions

Total revenues $3952

Total expenses 3796

Income before provision for income tax 156

Provision for income tax 53

Income from discontinued operations net of income tax available to MetLife Inc.s common

shareholders 103

Income from discontinued operations net of income tax attributable to noncontrolling interests 94

Loss on disposal net of income tax 458

Income loss from discontinued operations net of income tax 261

The operations of RGA included direct policies and reinsurance agreements with MetLife and some of its subsidiaries These agreements

are generally terminable by either party upon 90 days written notice with respect to future new business Agreements related to existing

business generally are not terminable unless the underlying policies terminate or are recaptured These direct joIicies and reinsurance

agreements do not constitute significant continuing involvement by the Company with RGA Included in continuing operations iri the

Companys consolidated statements of operations are amounts related to these transactions including ceded amounts- thatreduced

premiums and fees by $158 million and ceded amounts that reduced policyholder benefits and claims by $136 million for the year ended

December 31 2008 that have not been eliminated as these transactions have continued after the RGA disposition

24 Subsequent Events

Dividends

On February 18 2011 the Holding Company announced dividends of $02500000 per share for total of $6 million on its Series

preferred shares and $0 4062500 per share for total of $24 million on its Series preferred shares subject to the final confirmation that it

has met the financial tests specified in the Series and Series preferred shares which the Company anticipates will be made on or about

March 2b1 Both dividends will be payable March 15 2011 to Shareholders of record as of February 28 2011

Credit Facility

On February 2011 the Holding Company entered into committed facility with third-party bank to provide letters of credit for the

benefit of Missouri Reinsurance Barbados Inc MoRe captive reinsurance subsidiary to address its short-term solvency needs based

on guidance from the regulator This -one-year facility provides for the issuance of letters of credit in amounts up to $350 million Under the

facility letter of credit for $250 million was issued on February 2011 and increased to $295 million on February 23 2011 which

management believes satisfies MoRs solvency requirements

F-146 Metufe Inc



This page intentionally left blank



BOARD OF DIRECTORS EXECUTIVE OFFICERS

ROBERT HENRIKSON

Chairman of the Board

President and Chief

Executive Officer

MetLife Inc

Chair Executive Committee

Member Investment

Committee of Metropolitan

Life Insurance Company

SYLVIA MATHEWS BURWELL

President Global

Development Program The

Bill and Melinda Gates

Foundation

Member Governance and

Corporate Responsibility

Committee and Investment

Committee of Metropolitan

Life Insurance Company

EDUARDO CASTRO-WRIGHT

Vice Chairman Wal-Mart

Stores nc

Member Compensation

Committee Governance and

Corporate Responsibility

Committee and Investment

Committee of Metropolitan

Life Insurance Company

CHERYL GRISE Lead

Director

Retired Executive Vice

President Northeast Utilities

Chair Govenance and

Corporate Responsibility

Committee

Member Audit Committee

Compensation Committee

and Executive Committee

GLENN.HUBBARD PH.D

Dean and Russell Carson

Professor of Economics and

Finance Graduate School of

Business

Columbia University

Chair Investment Committee

of Metropolitan Life Insurance

Company

Member Executive

Committee and Finance and

Risk Committee

JOHN KEANE

Senior Partner SCP Partners

and President GSI LLC

General United States Army

Retired

Member Audit Committee

and Governance and

Corpdrate Responsibility

Committee

ALFRED KELLY JR

Retired President American

Express Company

Chair Finance and Risk

Committee

Member Audit Committee

and Compensation

Committee

JAMES KILTS

Partner Centerview Partners

Management LLC

Chair Compensation

Committee

Member Investment

Committee of Metropolitan

Life Insurance Company

CATHERINE KINNEY

Retired Group Executive Vice

President Listings

Marketing Branding NYSE

Euronext

Member Audit Committee

and Finance and Risk

Committee

HUGH PRICE

Visiting Professor of Public

and International Affairs

Woodrow Wilson School

Princeton University

Member Audit Committee

and Compensation

Committee

DAVID SATCHER M.D PH.D

Director Satcher Health

Leadership Institute and the

Center of Excellence on

Health Disparities

Morehouse School of

Medicine

Former Surgeon General

United States

Member Executive

Committee Governance and

Corporate Responsibility

Committee and Investment

Committee of Metropolitan

Life Insurance Company

KENTON SICCHITANO

Retired Global Managing

Partner

PricewaterhouseCoopers LLP

Chair Audit Committee

Member Compensation

Committee and Finance and

Risk Policy Committee

LULU WANG

Chief Executive Officer

Tupelo Capital Management

LLC

Member Finance and Risk

Policy Committee and

Investment Committee of

Metropolitan Life Insurance

Company

ROBERT HENRIKSON

Chairman of the Board

President and Chief Executive

Officer

GWENN CARR

Executive Vice President

Office of the Chairman

KATHLEEN HENKEL

Executive Vice President

Human Resources

STEVEN KANDARIAN

Executive Vice President and

Chief Investment Officer

NICHOLAS LATRENTA

Executive Vice President and

General Counsel

MARIA MORRIS

Executive Vice President

Technology and Operations

WILLIAM MULLANEY

President U.S Business

WILLIAM TOPPETA

President International

WILLIAM WHEELER

Executive Vice President and

Chief Financial Officer

86 MetLife Inc



CONTACT INFORMATION

Corporate Headquarters TrusteeMetLIfe Policyholder Trust
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212-578-2211 Wilmington DE 19890

www.metlife.com 302-651-bOO

www.wiImintontrustcom

Transfer Agent/Shareholder Records

For information or assistance regarding shareholder accounts or Additional Resources

dividend checks please contact MetLife Inc.s transfer agent
Investor Information

http//investor.metlife.comBNY Mellon Shareowner Services

P.O Box358015
Governance Information

Pittsburgh PA 15252-8015

www.metlife.com/corporategovernance-800-649-3593

TDD for Hearing Impaired 800-231 -5469
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CORPORATE INFORMA1ICN

Corporate Profile and other distributions to MetLife Inc by its insurance subsidiaries

MetLife Inc is leading global provider of insurance annuities and is regulated by insurance laws and regulations See

employee benefit programs serving 90 million customers in over
Managements Discussion and Analysis of Financial Condition

and Results of Operations Liquidity and Capital Resources
60 countries Through its subsidiaries and affiliates MetLife holds

The Holding Company Liquidity and Capital Sources
leading market positions in the United States Japan Latin Dividends from Subsidiaries and Note 18 of Notes to

America Asia Pacific Europe and the Middle East For more Consolidated Financial Statements

information visit www.metlife.com
The following table presents the high and low closing prices for the

common stock of MetLife Inc on the NYSE for the periods
Form 10-K and Other Information indicated

MetLife Inc will provide to shareholders without charge

upon written or oral request copy of MetLife Inc.s Common Stock
PriceAnnual Report on Form 10-K including financial ________________

statements and financial statement schedules but
2010

High Low
without exhibits as amended on Form 10-K/A for the First quarter $43.34 $33.64
fiscal year ended December 31 2010 MetLife Inc will Second quarter $47.10 $37.76
furnish to requesting shareholders any exhibit to the

Third quarter $42.73 $36.49Form 10-K or Form 10-K/A upon the payment of

reasonable expenses incurred by MetLife Inc in Fourth quarter $44.92 $37.74

furnishing such exhibit Requests should be directed to

MetLife Investor Relations MetLife Inc 1095 Avenue of

Common Stockthe Americas New York New York 10036 via the Internet
Price

by going to http//investor.metlife.com and selecting 2009 High LowInformation Requests or by calling -800-753-4904
The Annual Report on Form 10-K and Form 10-K/A may First quarter $35.97 $12.10

also be accessed at http//investor.metlife.com by Second quarter $35.50 $23.43
selecting Financial Information SEC Filings Third quarter $40.83 $26.90
MetLife Inc View SEC Filings as well as at the

Fourth quarter $38.35 $33.22website of the U.S Securities and Exchange Commission
at www.sec.gov

As of March 2011 there were approximately 4.4 million

Dividend Information and Common Stock Performance
beneficial owners of common stock of MetLife Inc

MetLife Inc.s common stock is traded on the New York Stock

Exchange NYSE under the trading symbol MET MetLife Inc

declared an annual dividend of $0.74 per common share on

October 26 2010 and October 29 2009 Future common stock

dividend decisions will be determined by MetLife Inc.s Board of

Directors after taking into consideration factors such as MetLife

Inc.s current earnings expected medium- and long-term earnings

financial condition regulatory capital position and applicable

governmental regulations and policies The payment of dividends
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