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ChairmansLetter

To my 1efow shareholders

When beca Eresdenr and CEO o1 MetLife nc on May 2011 knew was takng the

reins of great nsurance company one of the very best the world But also knew that

we comb ned our exist ng strengths with the right strategy and organizational structure MetLife

could be great company by any measure believe we are off to very strong start

In th letter will review our financial ach evements for 2011 and scuss the ways we are

position ng MetLife to continue to deliver shareholder value over the long term

Before do want to share with you my thoughts on the Federal Reserves recent decision to object to MetLife

incrementa capita stribution plan MetLife remains the same financially strong company it has ways been The

establ shed rat os used to measure insurance company capital adequacy such as the NAICs risk based cap tal rato

show that MetLife is fnancally strong Moreover at year-end 2011 we had $3.5 billion of excess capital which we

proect wit grow to $6 billion to $7 billion at year-end 2012 before any capital distribution actions Our plan to deregister

as bank hod ng company by the end of the second quarter of 2012 is on track which wi help ensure we can operate

on lava paying fieid with other nsurance companies Wh am deeply disappointed with the Federal Reserve

den soc barr rg us from returr ing aptal to snareho1ders at this time MetLife remains committed to creating shareholder

value ard returning excess capita sharaholoers

Soild Year

ir 2011 MetLfe operating earnings per share were up 16% from 2010 and our operating return on common

ecuty was uo 10% from 2010 These results are particularly noteworthy in light of the challenging environment faced by

the insurance industry in 2011 volat le global economy declining interest rates flat equity markets and natural

dsasters the United States and Japan

MetL succeeued in 2011 by getting the fundamentas right Underwritng margins remained solid despite record

catastrophes in the ard Japan In addton our rsk management culture helped our core spreads remain reativey

stable despte the low interest-rate environment largely on the strength of our hedging and asset- iabilitji management

nrngrams

Our acausitcn of Aico November 2010 contrbuted signficantly to our strong resuts in 2011 VVhen we emerged

from the fnancial crisis as one of the only companies in position to buy Alico we said the deal wou be accretive to

earnings in the first year That has proven to be the case indeed it is one of the principal reasons our financial results

mproved in 201 Lookng ahead am confident that MetLifes global operations will continue to drive profitable growth

ror the company

Our Key Strengths

As have been telling investors and analysts since last tall bet eve MetLife nas the strongest plafform for shareholder

value creation in the life insurance industry That platform built on four pillars

Prst we are one of the most geographcally cflverse insurance companies in the world Our presence has grown

from 17 countres pre-Alco to more than 50 today and now spans 90% of the global insurance market We have

eadership postons in the two largest insurance markets in the world the United States and Japan Ano we have

wrong and growng positions in high-growth markets wth affractve demographics and increasing demand for nsurance

products Overa we are among tL top five ife nsurers by revenue in almost half the markets in which we do business

Th globa presence differentiates us from most of our peers giv ng us access to more attractive markets and creating

economies scale We be lava this is competitive advantage that is very difficult to replicate

pera gs per ae means ocerat corn gs ave iatte to comrson shareholders per iuted comrr on shere



Second in addition to being highly diversified by geography we have exceptional product and distribution

diversity MetLife is cot overly dependent on any one product for Qarnings and we can adjust our mix to take

advantage of.tnarket opportunities We cr also Jeverage our product .capabilitis around the world For example we

believe the expertise we have developed with Accident Health in Japan ad China will allow us to sell this product

successfully in markets throughout Asia and the Americas In addition we have expertise in all four distribution

channels face-to-face bancassurance broker and direct Which allows customers to do business with us how they

wish In every channel and across the company we are placing much stronger focus on becomihg customer-centric

company breaking down barriers and becoming easier to do business with

Third we have what we believe is the best risk-management culture in the business which saw us safely

through the financial crisis and allowed us to complete the $16.3 billion purchase of Alico Today that same commitmdht

to risk management is allowing us to weather thp low interest rate environment with far smaller impact on earnings than

many expected significant part of the reason is that we started buying protection against low interest rates in 2004

when fates were much higher and the cost of hedging was comparatively low Even under an extended low-rate

scenario we expect to continue to generate excess capital

Finally we have one of the strongest brands in the industry driven by our nearly 145-year history of doing what

is right for our customers We recently re-launched our brand in the United States around the promise that MetLife wil

enable and embolden consumers to build their financial security and we kicked off our campaign with ouf first-ever ad

during the Super Bowl This built on our 2011 acquisition of the naming rights to MetLife Stadium home of the NFLs

Giants and Jets We are also extending the reach of our brand to new customers in key markets Our re-branding efforts

for the combined MetLife-Alico companies are now complete and have been well received across the globe In an

industry where many 3roducts are easy to replicate brand becomes key differentiator one that we believe is helping

to drive consumer preference for our products and create shareholder value

The Right Strategy

As we did in 2007 and again in 2009 MetLife is conducting strategic business review to ensure that we capitalize

on our strengths As CEO of MetLife believe it is important for us to continuously reassess our strategy especially in

light of the uncertain external environment

Our strategic review is being guided by core principles essential to running successful enterprise First and

foremost we are committed to taking portfolio view of our businesses That means we will invest in the businesses that

will deliver the highest risk-adjusted returns for shareholders No business is automatically entitled to capital All must

compete on the basis of which will deliver the most value to shareholders

corollary principle is that we will strike the right balance between growth profitability and risk MetLife will not pursue

growth for growths sake On the contrary we are committed to achieving returns in excess of our long-term cost of

capital We will not achieve this goal overnight But over time we will fix or exit businesses that cannot consistently clear

their hurdle rates

You can see these principles in action in our decision to exit the long-term care business in 2010 You can see them

in our decision in 2011 to sell businesses in the Caribbean and Taiwan and sell certain blocks in the U.K which will free

up more than $1 billion of capital Finally you can see them in our decision to re-price our leading variable annuity

product and our plan to reduce our VA sales to roughly $18 billion in 2012

The Right Structure

Of course having the right strategy is not sufficient We must also have the right structure in place to ensure that we

are positioned to deliver superior business results Last November announced that MetLife was reorganizing from

U.S and International structure into three broad geographic regions the Americas EMEA and Asia and creating

Global Employee Benefits business We believe this structure lays the foundon for truly global company It eliminates

the separation between the U.S and the rest of the world drives collaboration and efficiency and more effectively meets

the needs of our customers With these changes we have taken big step toward operating as One MetLife

Conclusion

In closing let me say that as proud as am of our achievements in 2011 am even more excited about the

opportunities that lie ahead believe that MetLife is building the right strengths the right strategy and the right structure to

achieve our vision of being recognized as the leading global life insurance and employee benefits company



From the entire team here at MetLife thank you for entrusting us to run your company

Sincerely

Steven Kandarian

Chairman of the Board President and Chief Executive Officer

MetLife Inc

March 16 2012
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As used in this Annual Report MetLife the Company we orand us refer to MetLife Inc Delaware corporation incorporated in 1999 its

subsidiaries and affiliates

Note Regarding Forward-Looking Statements

This Annual Report including 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 historcal or current facts They use words such as anticipate estimate expect project intend plan beteve 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

kiy 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 irhplied 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 concerns over U.S fiscal policy and the trajectory of the national debt of the U.S as well as rating agency downgrades of U.S Treasury

securities uncertainty about the effectiveness of governmental and regulatory actions to stabilize the financial system the imposition of fees relating

thereto or the promulgation of additional regulations increased volatility and disruption of the capital and credit markets which may affect our ability

to seek financing or access our credit facilities impact of comprehensive financial services regulation reform on us economic political legal

currency and other risks relating to our international operations including with respect to fluctuations of exchange rates exposure to financial and

capital market risk including as result of the disruption in Europe and possible withdrawal of one or more countries from the Euro zone 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 11 impairments of goodwill and realized losses or market

value impairments to illiquid assets 12 defaults on cur mortgage loans 13 the defaults or deteriorating credit of other financial institutions that could

adversely affect us our ability to address unforeseen liabilities asset impairments or rating actions arising from acquisitions or dispositions

including our acquisition of American Life Insurance Company and Delaware American Life Insurance Company collectively ALICO and to

successfully integrate and manage the growth of acquired businesses with minimal disruption 15 uncertainty with respect to the outcome of the

closing agreement entered into with the United States Internal Revenue Service in connection with the acquisition of ALICO 16 the dilutive impact on

our stockholders resulting from the settlement of common equity units issued in connection with the acquisition of ALICO or otherwise 17 MetLife

Inc.s primary reliance as holding company on dividends from its subsidiaries to meet debt payment obligations and the applicable regulatory

restrictions on the ability of the subsidiaries to pay such dividends 18 downgrades in our claims paying ability financial strength or credit ratings

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 U.S government programs and for personnel 24 unanticipated changes in industry trends

25 changes in assumptions related to investment valuations deferred policy acquisition costs defeised sales inducements value of business acquired

or goodwill 26 changes in accounting standards practices and/or policies 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 30 adverse results or other consequences from litigation arbitration or regulatory investigations

31 inability 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 or increase the

cost or administrative burdens of providing benefits to employees 34 the effects of business disruption or economic contraction due to disasters such

as terrorist attacks cyberattacks other hostilities or natural catastrophes including any related impact on our disaster recovery systems cyber- or other

information security systems and management continuity planning 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 MetLife Inc later becomes 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



Statements of Operations Data1

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

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

Preferred stock redemption premium

Net income loss available to MetLife Inc.s common shareholders

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 December 31 2011 2010 and 2009 and the balance sheet data at December 31 2011 and 2010 have been derived from

the Companys audited financial statements included elsewhere herein The statement of operations data for the years ended December 31 2008 and

2007 and the balance sheet data at December 31 2009 2008 and 2007 have been derived from the Companys audited tinancial 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

2011 2010 2009 2008 2007

In millions

$36361 $27071 $26157 $25604 $22671

7806 6028 5197 5373 5233

19606 17511 14741 16181 17965

2532 2329 1585 1465

867 408 2901 2085 318

4824 4866j 3910

70262 52265 40657 50568 46756

35457 29185 28003 27094 23452

5603 4919 4845 4787 5458

1446 1485 1649 1749 1722

17730 12764 10521 11908 10373

60236 48353 45018 45538 41005

10026 3912 4361 5030 5751

3075 1165 1568 1664

6951 2747 2336 3462 4087

20 39 58 1$4 378

6971 2786 2278 3278 4465

lOj 69 148

6981 2790 2246 3209 4317

122 122 122 125 137

146

6713$ 2668$_$ 3084$ 4180

MetLife Inc



December31

2011 2010 2009 2008 2007

In millions

Balance Sheet Data1

Assets

Genera account assets2 596602 547768 390460 380981 399099

Separate account assets 203023 183138 148854 120697 160050

Total assets $799625 $730906 $539314 $501678 $559149

Liablities

Policyholder liab lities and pfher policy-related bqlances3 421 244 399125 281 487 280345 259682

Payables for collateral undOr securit es loaned and other transactions 33716 27272 24196 31059 44136

Bankdeposits 10507 10316 10211 6884 4534

Short4erm.debt 686 306 912 2659 667

Long-term debt2 23692 27586 13220 9667 9100

Collateral financing arrangements 4647 5297 5297 5192 4882

Junior subordinated deb securities 3192 3191 3191 3758 4075

Other2 38642 25562 18448 17432 35038

Separate account liabilities 203023 183138 148854 120697 160050

Total liabilities 739349 681793 505816 477.693 522164

Redeemable noncontrolling interests in partially owned consolidated securities 105 117

Equity

MetLife Inc.s stockholders equity

Preferred stock at par value

Convertible preferred stock at par value

Common stock at par value 11 10

Additional paid-in capital 26782 26423 16859 15811 17098

Retained earnings 27289 21363 19501 22403 19884

Treasurstock at cost 172 172 190 236 2890

Accumulated other comprehensive income loss 5886 1000 3058 14253 1078

Total MetLife Inc.s stockholders equity 59797 48625 33121 23734 35179

Noncontrolling interests 374 371 377 251 1806

Total equity 60171 48996 33498 23985 36985

Total liabilities and equity $799625 $730906 $539314 $501678 $559149

Years Ended December31

2011 2010 2009 2008 2007

In millions except per share data

Other Data1
Net income loss available to MetLife Inc.s common sharehoders $6713 $2668 $2368 $3084 $4180

Return on MetLife Inc.s common equty 12.8% 6.9% 9.0% 11.2% 12.9%

Return on MetLife Inc.s common equty excludng accumulated other comprehensive

income loss 13.8% 7.0% 6.8% 9.1% 13.3%

EPS Data1

Income loss from continuing operations availab to MetLife Inc.s common shareholders per

common share

Basic 6.32 2.98 296 4.57 5.30

Diluted 6.27 2.96 2.96 4.52 5.17

Income loss from discontinued operations per common share

Basic 0.02 0.04 0.07 0.38 0.32

Diluted 0.02 0.04 0.07 0.38 0.31

Net income loss available to MetLife Inc.s common shareholders per common share

Basic 6.34 3.02 2.89 4.19 5.62

Diluted 6.29 3.00 2.89 4.14 5.48

Cash dvidends declared per common share 0.74 0.74 0.74 0.74 0.74

On November 2010 the Acquisition Date MetLife Inc completed the acquisition of American Life Insurance Company American Life from

AM Holdings LLC formerly known as ALICO Holdings LLC AM Holdings subsidiary of American International Group Inc AIG and Delaware

American Life Insurance Company DelAm from AIG American Life with DelAm collectively ALICO the Acqusition The results of the

Acquiston are reflected in the 2011 and 2010 selected financial data from the Acquisition Date See Note of the Notes to the Consolidated

Fnancial Statements

MetLjfe no



At December 31 2011 general account assets long-term debt and other liabilities include amounts relating to variable interest entities of

$7.3 billion $3.1 billion and $60 million respectively At December 31 2010 general account assets long-term debt and other liabilities include

amounts relating to variable interest entities of $1 1.1 billion $6.9 billion 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 December 31 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 50 countries Through our subsidiaries and affiliates we hold leading market positions in the United States 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 included completing number of transactions that have resulted in the acquisition and in some cases

divestiture of certain businesses while also furthdr strengthening our balance sheet to position MetLife for continued growth

MetLife is organized into six segments Insurance Products Retirement Products Corporate Benefit Funding and Auto Home collectively U.S

Business and Japan and Other International Regions collectively International In addition the Company reports certain of its results of operations in

Corporate Other which includes MetLife Bank National Association MetLife Bank and other business activities On November 21 2011 MetLife

Inc announced that it will be reorganizing its business into three broad geographic regions The Americas Europe the Middle East and Africa EMEA
and Asia and creating global employee benefits business to better reflect its global reach While the Company has initiated certain changes in

response tO this announcement including the appointment of certain executive leadership into some of the roles designed for the reorganized structure

management continued to evaluate the performance of the operating segments under the existing segment structure Os of December 31 2011 In

addition management continues to evaluate the Companys segment performance and allocated resources and may adjust such measurements in the

future to better reflect segment profitability

In December 2011 MetLife Bank and MetLife Inc entered into definitive agreement to sell most of the depository business of MetLife Bank The

transaction is expected to close in the second quarter of 2012 subject to certain regulatory approvals and other customary closing conditions

Additionally in January 2012 MetLife Inc announced it is exiting the business of originating forward residential mortgages together with MetLife Banks

pending actions to exit the depository business including the aforementioned December 2011 agreement the MetLife Bank Events Once MetLife

Bank has completely exited its depository business MetLife Inc plans to terminate MetLife Banks Federal Deposit Insurance Corporation FDIC

insurance putting MetLife Inc in position to be able to deregister as bank holding company The Company continues to originate reverse

mortgages and will continue to service its current mortgage customers See Note of the Notes to the Consolidated Financial Statements

In November 2011 the Company entered into an agreement to sell its insurance operations in the Caribbean region Panama and Costa Rica the

Caribbean Business The sale is expected to close in the second quarter of 2012 subject to regulatory approval dnd other customary closing

conditions See Note of the Notes to the Consolidated Financial Statements

On November 2010 the Acquisition Date MetLife Inc completed the acquisition of American Life Insurance Company American Lite from

AM Holdings LLC formerly known as ALICO Holdings LLC AM Holdings subsidiary of American International Group Inc AIG and Delaware

American Life Insurance Company DelAmfrom AIG American Life together with DelAm collectively ALICO the Acquisition ALICO fiscal

year-end is November 30 Accordingly the Comanys consolidEted financial statements ref ect the assets and liabilities of ALICO as of November 30

2011 and 2010 and the operating results of ALICO for the year ended November 30 2011 and the one month ended November 30 2010 The

assets liabilities and operating results relating to the Acquisition are included in the Japan and Other International Regions segments Prior year results

have been adjusted to conform to the current year presentation of segments See Note of the Notes to the Consolidated Financial Statements

In the U.S we provide variety of insurance and finOncial services products including life dental disability auto and homeowners 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 approximately 60000 group customers including over 90 of the top one hundred FORTUNE 500 companies and

provides protection and retirement solutions to millions of individuals 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 sold via sales forces primarily comprised 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 channel 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

Outside the US we operate in Japan and over 50 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 Korda This business provides life insurance accident and

health insurance credit insurance annuities endowment and retirement savings products to both individuals and groups We believe our intemational

operations will grow more quickly than our U.S Business in the future International markets its products and services through multi-distribution

strategy which vanes by geographic region The various disthbution channels include agency bancassurance direct marketing DM brokerage and

e-commerce In developing countries agency covers the needs of the emerging middle class with primarily
traditional products eg 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

partnerships 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

our largest DM market

Operating revenues 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

MetLfe inc



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 Analysis of Financial Condition and Results of Operations for

defnitions of such measures

MetLifes operations in the United States and in other jurisdictions are subject to regulation See Business U.S Regulation and Business

International Regulat on in the 2011 Form 10-K Each of MetLifes insurance subsidiaries operating in the United States is licensed and regulated

each U.S jurisdiction where it conducts insurance business The extent of such regulation varies but most jurisdictions have laws and regulations

governing the financial aspects of insurers including standards of solvency statutory reserves reinsurance and capital adequacy and the business

conduct of insurers and other matters MetLite Inc and its U.S insurance subsidiaries are subject to regulation under the insurance holding company
laws of various U.S jurisdictions The insurance holding company laws and regulations vary from jurisdicton to jurisdiction but generally require

controlled insurance company insurers that are subsidiaries of insurance holding companies to register with state regulatory authorities and to file with

those authorities certain reports including information concerning its capital structure ownership financia condition certain intercompany transactions

and general business operations State insurance statutes also typically place restrictions and Imitations on the amount of dividends or other

distributions payable by insurance company subsidiaries to their parent companies as well as on transactions between an insurer and its affiliates See

Business U.S Regulation Insurance Regulaton in the 2011 Form 10-K and Managements Discussion and Analysis of Financial Condition and

Results of Operations Liquidity and Capitol Resources MetLife Inc Liquidity and Capital Sources Dividends from Subsidiaries

Currently as the owner of federally-chattered bank MetLife Inc remains bank holding company and financial holding company As such

MetLife Inc contnues to be subject to regulation under the Bank Holding Company Act of 1956 as amended the BHC Act and to inspection

examination and supervision by the Federal Reserve In addition MetLife Bank is subject to regulation and examination primarily by the Office of the

Comptroller of the Currency and the Consumer Financial Protection Bureau and secondarily by the Board of Governors of the Federal Reserve System

the Federal Reserve Board and the Federal Reserve Bank of New York the FRB of NY and collectively with the Federal Reserve Board the Federal

Reserve and the FDIC as described under Business U.S Regulation Banking Regulation in the 2011 Form 10-K As financial holding

company MetLife Inc.s activities and nvestments are restricted by the BHC Act as amended by the Gramm-Leacb Bliley Act of 1999 to those that

are financial in nature or incidental or complementary to such financial activities MetLife Inc and MetLife Bank are subject to risk-based and

leverage capital guidelines issued by the federal banking regulatory agencies for banks and financial holding companes See Business U.S

Regulation Financial Holding Company Regulation in the 2011 Form 10-K

In recent years the Federal Reserve has conducted ts own assessment of
large bank holding companies internal capital planning processes

capital adequacy and proposed capital distributions In 2011 and 2012 the Federal Reserve conducted the Comprehensive Capital Analysis and

Review of the 19 largest bank holding companies CCAR including MetLife Inc See Risk Factors Our Insurance Brokerage and Banking

Businesses Are Highly Regulated and Changes in Regulation and in Supervisory and Enforcement Policies May Reduce Our Profitability and Limit Our

Growth in the 2011 Form 10 In January 2012 MetLife submitted to the Federal Reserve comprehensive capital plan as mandated by the Federal

Reserves capital plans rule and additional information required by the 2012 CCAR The capital plan projects MetLifes capital levels to the end of 2013

under baseline and stress scenarios including stress scenario developed and provided by the Federal Reserve as part of the 2012 CCAR MetLifes

capital plan was created in accordance with MetLifes capital policy which addresses capital management objectives measurement and assessment of

capital adequacy and capital governance and other approval processes for distributions and other uses of capital See Managements Discussion and

Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources Capital Management and Ouantitative and Qualitative

Disclosures About Market Risk Risk Management In March 2012 the Federal Reserve informed MetLife that it objected to MetLifes proposed

capital plan See Managements Discussion and Analysis of Financial Condition and Results of Operations Recent Developments As result

MetLife is currently not able to pay an annual common stock dividend of more than $0.74 per share

Managements Discussion and Analysis of Financial Condition and Results of Operations
For purposes of th discussion MetLife the Company we our and us refer to MetLife Inc Delaware corporation incorporated in 1999

its subsidiaries and affiliates Following this sunmary 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 Regardng Forward-Looking Statements Selected

Financial Data and the Companys consolidated financial statements included elsewhere herein and Risk Factors included in MetLifes Annual Report

for the Year Ended December31 2011 the 2011 Form 10-K
This Managements scussion and Analys of Financial Condition and Results of Operations may contain or incorporate by reference information

that includes or is based upon forwara-looking statements within the meaning of the Private Securities Litigation Heform 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 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
Actual results could differ materia ly from those expressed or implied the forward-look ng statements See Note Regarding Forward-Looking

Statements

The following discussion includes references to our performance measures operating earnings and operating earnings available to common

shareholders that are not based on accounting principles generally accepted in the Unted States of America GAAP Operating earnings is the

measure of segment profit or loss we use to evaluate segment performance and allocate resources Consistent with GMP account ng guidance for

segment reporting operating earnings is our measure of segment performance Operating earnings is also measure by which senior managements

and many other employees performance is evaIated for the purposes of determining their compensation urde appicable compensaton plans

Operating earnings is defined as operating revenues less operating expenses both net of income tax Operating earnings available to common

shareholders is defined as operating earnings less preferred stock dividends

Operating revenues and operating expenses exclude results of discontinued operations and other businesses that have been or will be sold or

exited by MetLife Inc Divested Businesses Operating revenues also excludes net investment gains losses and net derivative gains losses

The following additional adjustments are made to GAAP revenues in the line items indicated in calculating operating revenues

Universal life and investment-type product policy fees exc udes the amortization of unearned revenue related to net investment gains losses and

net derivative gains losses and certain varable annuity guaranteed minimum income benefits GMIB fees GMIB Fees
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Net investment income includes amounts for scheduled periodic settlement payments and amortization of premium on derivatives that are

hedges of investments but do not qualify for hedge accounting treatment ii includes income from discontinued real estate operations

iii
excludes post-tax operating earnings adjustments relating to insurance joint ventures accounted for under the equity method iv excludes

certain amounts related to contractholder-directed unit-linked investments and excludes certain amounts related to securitization entities that

are variable interest entities VIEs consolidated under GAAP and

Other revenues are adjusted for settlements of foreign currency earnings hedges

The following additional adjustments are made to GMP expenses in the line items indicated in calculating operating expenses

Policyholder benetits and claims artd policyholder dividends excludes changes in the policyholder dividend obligation
related to net investment

gains losses and net derivative gains losses ii inflation-indexed benefit adjustments associated with contracts backed by intlation-indexed

investments and amounts associated with periodic crediting rate adjustments based on the total return of contractually referenced pool of

assets iii
benefits and hedging costs related to GMIBs GMIB Costs and iv market value adjustments associated with surrenders or

terminations of contracts Market Value Adjustments

Interest credited to policyholder account balances includes adjustments for scheduled periodic settlement payments and amortization of premium

on derivatives that are hedges of policyholder account balances PABs but do not qualify for hedge accounting treatment and excludes

amounts related to net investmeht income earned on contractholder-directed unit-linked investments

Amortization of deferred policy acquisition costs DAC and value of business acquired VOBA excludes amounts related to net investment

gains losses and net derivative gains losses ii GMIB Fees and GMIB Costs and iii Market Value Adjustments

Amortization of negative VOBA excludes amounts related to Market Value Adjustments

Interest expense ondebt excludes certain amounts related to securitization entities that are VIEs consolidated under GAAP and

Other expenses excludes costs related to noncontrolling interests ii implementation of new insurance regulatory requirements and

iii business combinations

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 protitability
drivers of our

business Operating revenues operating expenses operating earnings and operating earnings available to common shareholders should not be

viewed as substitutes for the followingfinancial measures calculated in accordance with GMP GAAP revenues GA4P expenses GA4P income loss

from continuing operations net of income tax and GAAP net income loss available to MetLife Inc.s common shareholders respectively

Reconciliations of these measures to the most directly comparable GAAP measures are included in Results of Operations

In 2011 management modified its definition of operating earnings to exclude the impacts of Divested Businesses which includes certain operations

of MetLife Bank National Association MetLife Bank and our insurance operations in the Caribbean region Panama and Costa Rica the Caribbean

Business as these results are not relevant to understanding the Companys ongoing operating results Consequently prior years results for

Corporate Other and total consolidated operating earnings have been decreased by $1 11 million net of $66 million of income tax and $21 million

net of $139 million of income tax for the years ended December31 2010 and 2009 respectively

In addition in 2011 management modified its definition of operating earnings and operating earnings available to common sharehblders to exclude

impacts related to certain variable annuity guarantees and Market Value Adjustments to better conform to the way it manages and assesses its

business Accordingly such results are no longer reported in operating earnings and operating earnings available to common shareholders

Consequently prior years results for Retirement Products and total consolidated operating earnings have been increased by $64 million net of

$34 million of income tax and $90 million net of $49 million of income tax for the years ended December31 2010 and 2009 respectively

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

are used as relevant measures of business activity Additionally the impact of changes in our foreign currency exchange rates is calculated using the

average foreign currency exchange rates for the current year and is applied to each of the comparable years

Executive Summary

MetLife is leading global provider of insurance annuities and employee benefit programs throughout the United States Japan Latin America Asia

Pacitic 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 retirement savings products and services to

corporations and other institutions MetLife is organized into six segments Insurance Products Retirement Products Corporate Benefit Funding and

Auto Home collectively U.S Business and Japan and Other International Regions collectively International In addition the Company reports

certain of its results of operations in Corporate Other which includes MetLife Bank and other business activities

On November21 2011 MetLife Inc announced that it will be reorganizing its business into three broad geographic regions The Americas Europe

the Middle East and Africa EMEA and Asia and creating global employee benefits businessto better reflect its global reach While the Company

has initiated certain changes in response to this announcement including the appointment of certain executive leadership into some of the roles

designed for the reorganized structure management continued to evaluate the performance of the operating segments under the existing segment

structure as of December 31 2011 In addition management continues to evaluate the Companys segment performance and allocated resources and

may adjust such measurements in the future to better retlect segment profitability

In December 2011 MetLife Bank and MetLife Inc entered into definitive agreement to sell most of the depository business of MetLife Bank The

transaction is expected to close in the second quarter of 2012 subject to certain regulatory approvals and other customary closing conditions

Additionally in January 2012 MetLife Inc announced it is exiting the business of originating forward residential mortgages together with MetLife Banks

pending actions to exit the depository business including the aforementioned December 2011 agreement the MetLife Bank Events Once MetLife

Bank has completely exited its depository business MetLife Inc plans to terminate MetLife Banks Federal Deposit Insurance Corporation FDIC

insurance puffing MetLife Inc in position
to be able to deregister as bank holding company See Business U.S Regulation Financial Holding

Company Regulation in the 2011 Form 10-K The Company continues to originatereverse mortgages and will continue to service its current mortgage

customers As result of the MetLife Bank Events for the year ended December31 2011 the Company recorded charges totaling $212 million net of

income tax which included intent-to-sell other-than-temporary impairment 0111 investment charges charges related to the de-designation of certain

cash flow hedges goodwill impairment charge and other employee-related charges In addition the Company expects to incur additional charges of

$90 million to $1 10 million net of income tax during 2012 related to exiting the forward residential mortgage origination business with no expected

impact on the Companys operating earnings See Note of the Notes to the Consolidated Financial Statements
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On November 2010 the Acquisition Date MetLite Inc completed the acquisition of American Life Insurance Company American Life from

AM Holdings LLC formerly known as ALICO Holdings LLC AM Holdings subsidiary of American International Group Inc çAIG and De aware

American Life Insurance Company DelAm from AIG American together with DelAm collectively ALICO the Acquisition ALICOs fiscal

year-end is November 30 Accordingly the Companys consolidated financial statements reflect the assets and liabi ities of ALICO as of November 30
2011 and 2010 and the operating results of ALICO for the year ended November 30 2011 and the one month ended November 30 2010 The

assets liabilities and operating results relating to the Acquisition are included in the Japan and Other International Regions segments Prior year results

have been adjusted to conform to the current year presentqtion of segments See Note of the Notes to the Consolidated Financial Statements

We continue to experience an increase in market share and sales in several of our businesses however the general economic conditions including

the high levels of unemployment negatively impacted the demand for certain of our products Portfolio growth in response to the higher sales levels

drove improved investment results despite lower yields experiencea connection with the continued decline in interest rates in 2011 me declining

interest rate environment however also generated significant denvative gains in 2011 Current year results were negatively impacted by severe weather

including the earthquake and tsunami in Japan in the first quarter record numbers of tornadoes in the second quarter and Hurricane Irene in the third

quarter

Years Ended December31

2011 2010 2009

In millions

Income loss from continu ng operations net of income tax 6951 2747 2336
Less Net investment gains losses 867 408 2901
Less Net derivative gains losses 4824 265 4866
Less Other adjustments to continuing operations 1641 914 480

Less Proosion for income tax expense benefit 845 379 2597

Operating earnings 5480 3955 2354

Less Preferred stock dividends 122 122 122

Operating earnings available to common shareholders 5358 3833 2232

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

Year Ended December 31 2011 compared with the Year Ended December 31 2010

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

During the year ended December 31 2011 income loss from continuing operations net of income tax increased $4.2 billion to $7.0 billion from

$2.8 billion in 2010 The change was predominantly due to $5.1 billion favorable change in net derivative gains losses before income tax and

$1 .5 billion favorable change in operating earnings available to common shareholders which includes the impact of the Acquisition

The favorable change in net derivative gains losses of $3.3 billion was pnmarily driven by favorable changes in freestanding derivatives partially

offset by Unfavorable changes in embedded derivatives The favorable change in freestanding derivatives was primarily attributable to the impact of

falling long-term and mid-term interest rates and equity market movements and volatility

The Acquisition drove the majority of the $1 .5 billion increase in operating earnings available to common shareholders In addition improved

investment performance was the resultof portfolio growth in response to increased sales across many of our businesses which more than offset the

negative impact of the declining interest rate environment on yields Current year results were negatively impacted by severe weather as well as in the

third quarter charge to increase reserves in connection with the Companys use of the U.S Social Security Administrations Death Master File .and

similar databases to identify potential life nsurance claims that have not been presented to the Company Death Master File and expenses incurred

related to liquidation plan filed by the New York State Department of Financial Services the Department of Financial Services for Executive Life

Insurance Company of New York ELNY
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 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 is from the inclusion of ALICO results for one 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 .4 billion before income tax and $2.2 billion of income tax resulting in total

favorable variance of $3.5 billion In addition operating earnings available to common shareholders increased $1 .6 billion to $3.8 billion in 2010 from

$2.2 billion in 2009

The favorable change in net derivative gains osses of $3.0 billion was primarily driven by net gains on freestanding derivatives in 2010 compared to

net losses in 2009 partially offset by an unfavorable change in embedded derivatives from gains in 2009 to losses in 2010 The favorable change in

freestanding derivatives was primarily attributable to market factors including falling long-term and mid-term interest rates stronger recovery in equity

markets in 2009 than 2010 equity volatlity which decreased more in 2009 as compared to 2010 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 $518 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 .6 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 in variable 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 2010 gross margins in

the closed block driven by increased investment yields and the impact of dividend scale reductions The 2010 period also includes one month of ALICO

results contributng $1 14 million to the increase in operating earnings The favorable impact of reduction discretionary spending associated with our
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enterprise-wide cost reduction and revenue enhancement initiative was more than offset by an increase in other expenses related to our Other

International Regions segment 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

Consolidated Company Outlook

In 2012 we expect solid improvement in the operating eamings of the Company over 2011 driven primarily by the following

Premiums fees and other revenues growth in 2012 is expected to be driven by

Rational pricing strategy in the group insurance marketplace

Higher fees earned on separate accounts primarily due to favorable net flnws of variable annuities which are expected to remain sttong in

2012 thereby increasing the value of those separate accounts and

Increases in our International businesses notably accident and health from continuing organic growth throughout our various geographic

regions

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

solid results in 201 however unanticipated catastrophes similar to those that occurred during 2011 could result in high volume of weather

related claims

Focus on expense management We continue to focus on expense control throughout the Company and managing the costs associated with

the integration of ALICO

Continued disciplined approach to investing and asset/liability management including significant hedging to protect against low interest rates

As result of new financial accounting guidance for DAC which we intend to adopt in the first quarter of 2012 we estimate that on the date of

adoption DAC will be reduced by approximately $3.1 billion to $3.6 billion and total equity will be reduced by approximately $2.1 billion to $2.4 billion

net of income tax Additionally we estimate that there will be negative impact on our 2012 operating eamings primarily in Japan with no impact on our

on-going cash flows The Company plans to apply this accounting change retrospectively to all prior periods presented in its consolidated financial

statements for all insurance contracts

We expect only modest investment losses in 2012 but 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

We continue to be impacted by the unstable global financial and economic environment that 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 Stressed conditions volatility and disruptions in global capital markets particular markets or financial asset classes can have an

adverse effect on us in part because we have large investment portfolio and our insurance liabilities are sensitive to changing market factors Global

market factors including interest rates credit spreads equity prices real estate markets foreign currency exchange rates consumer spending

business investment government spending the volatility and strength of the capital markets deflation and inflation all affect the business and economic

environment and ultimately the amount and profitability of our business Disruptions in one market or asset class can also spread to other markets or

asset classes Upheavals in the financial markets can also affect our business through their effects on general levels of economic activity employment

and customer behavior While our diversified business mix and geographically diverse business operations partially mitigate these risks correlation

across regions countries and global market factors may reduce the benefits of diversification

Beginning in 2010 and continuing throughout 2011 concerns increased about capital markets and the solvency of certain European Union member

states including Portugal Ireland Italy Greece and Spain Europe perimeter region and of financial institutions that have significant
direct or indirect

exposure to their sovereign debt See Investments Current Environment for infomiation regarding credit ratings downgrades and support

programs for Europes perimeter region These ratings downgrades and implementation of European Union and private sector support programs have

increased concerns that other European Union member states could experience similar financial troubles that some countries could default on their

obligation or have to restructure their outstanding debt that financial institutions with significant holdings of sovereign or private debt issued by borrowers

in peripheral European counthes could experience financial stress or that one or more countries may exit the Euro zone any of which could have

significant adverse effects on the Europeab and global economies and on financial markets generally See Risk Factors We Are Exposed to

Significant Financial and Capital Markets Risk Which May Adversely Affect Our Results of Operations Financial Condition and Liquidity and May Cause

Our Net Investment Income to Vary from Period to Period in the 2011 Form 10-K

Although the downgrade by Standard Poors Ratings Services SP of U.S Treasury securities initially had an adverse effect on financial

markets the extent of the longer term impact cannot be predicted Fitch Ratings Fitch warned that it may in the future downgrade the credit

rating
unless action is taken to reduce the national debt of the U.S See Risk Factors Concerns Over U.S Fiscal Policy and the Trajectory of the

National Debt of the U.S as well as Rating Agency Downgrades of U.S Treasury Securities Could Have an Adverse Effect on Our Business Financial

Condition and Results of Operations in the 2011 Form 10-K See also Investments Current Environment for further information about European

region support programs announced in July 2011 and October 2011 ratings actions and our exposure to obligations of European governments and

private obligors

All of these factors 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

As financial holding company with significant operations in the U.S we are affected by the monetary policy of the Board of Governors of the

Federal Reserve System the Federal Reserve Board and the Federal Reserve Bank of New York the FRB of NY and collectively with the Federal

Reserve Board the Federal Reserve The Federal Reserve Board has taken number of actions in recent years to spur economic activity by keeping

interest rates low and may take further actions to influence interest rates in the future which may have an impact on the pricing
levels of risk-bearing

investments and may adversely impact the level of product sales In January 2012 the Federal Reserve Board announced its plans to keep interest

rates low until at least through late 2014 18 months longer than previously planned in order to revive the slow recovery from stressed economic

conditions See Risk Factors Governmental and Regulatory Actions for the Purpose of Stabilizing and Revitalizing the Financial Markets and

Protecting Investors and Consumers May Not Achieve the Intended Effect or Could Adversely Affect Our Competitive Position in the 2011 Form 10-K

and Investments Current Environment
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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 th ability to nvest in brand

equity product development technology and risk management which are among the fundamentals for sustained 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 scae financial

strength and financial flexibility are becoming prerequisites for sustainable growth in the life insurance industry Larger market participants tend to have

the capac ty to invest in add tiona 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 mpact on

the capital position of many competitors and subsequent actions by regulators and rating agencies have highlighted financial strength as signif cant

differentator from the perspectve of customers and certain distributors In addtion the financial market turbulence and the economic recession have

Fed many compan es in our industry to re-examine the pricing and features of the products they offer and may lead to consolidation in tne life nsurance

industry

Regulatory Changes The U.S life nsurance industry is regulated primarily at the state level with some products and servces also sublect 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 recenty adopted or currently Jnder review can potent ally impact the statutory reserve and capital

requirements of the industry In addition regulators have undertaken market and sales practices revews of several markets or products including

equty-indexed annuities variable annuities and group products The regulation of the financia services industry in the U.S and nternationally has

received renewed scrutiny as result of the disruptions in the financial markets Significant regulatory reforms have been recently adopted and additional

reforms proposed and these or other reforms could be implemented See Business U.S Regulation Business International Regulation Risk

Factors Our Insurance Brokerage and Banking Businesses Are Highly Regulated and Changes in Regulation and in Supervisory and Enforcement

Policies May Reduce Our Profitability and Limit Our Growth and Risk Factors Changes in U.S Federal and State Securites Laws and Regulations

and State Insurance Regulations Regarding Suitability of Annuity Product Sales May Affect Our Operations and Our
Profitability in the 2011 Form 10

The Dodd-Frank Wall Street Reform and Consumer Protecton Act Dodd-Frank which was signed by President Obama in JJy 2010 effected the

most far-reaching overhaul of financial regulation in the U.S in decades The full impact of Dodd-Frank on us will depend on the numerous rulemaking

initiatives required or permitted by Dodd-Frank which are scheduled to be completed over the next few years See Business U.S Regulation

Dodd-Frank and Other Legislative and Regulatory Developments and Risk Factors Various Aspects of Dodd-Frank Could Impact Our Business

Operations Capital Requirements and Profitability and Limit Our Growth in the 2011 Form 10-K

As federally chartered national banking association MetLife Bank is subject to wde variety of banking laws regulations and gudelines as is

MetLife Inc as bank holding company See Business U.S Regulation Banking Regulation and BusinessU.S Regulation Financial Holding

Company Regulation in the 2011 Form 10-K In December 2011 MefLife Bank and MetLife Inc entered into definitive agreement to sell most of the

depository business of MetLife Bank In January 2012 MetUfe Inc announced it is exiting the business of originating forward residentia mortgages
Once MetLife Bank has completely exited its depository business MetLife Inc plans to terminate MetLife Banks FDIC nsurance putting MetLife Inc in

position to be able to deregister as bank holding company Upon completion of the foregoing MetLife Inc will no longer be regulated as bank

holding comjjany or subject to enhanced supervision and prudential standards as bank hold ng company with assets of $50 billion or more However

if in the future MetLife Inc is designated by the Financial
Stability Oversight Council FSOC as non-bank systemically important financial institution

as discussed be ow it could once again be subject to regulation by the Federal Reserve and enhanced supervis on and prudential standards such as

Regulation YT as discussed below In October 2011 the FSOC ssued notice of proposed rulemaking outlining the process it wil fol ow and the

crteria it will use to assess whether non-bank financial company should be subject to enhanced supervsion by the Federal Reserve as non-bank

systemically important financial institution If MetLife Inc meets the quantitative thresholds set forth in the proposal the FSOC will continue with further

analysis using qualitative and quantitative factors

In December 2010 the Basel Committee on Banking Supervision the Basel Committee published its final rules for increased capital and Iiqudty

requirements commonly referred to as Basel Ill for bank holding companies such as MetLife Inc Assumng these requiremehts are endorsed and

adopted by the U.S banking regulators they are to be phased in beginning January 2013 It is possible that even more stringent capital and liquidity

requirements could be imposed under Basel Dodd-Frank and Regulation as long as MetLife Inc remains bank holding company or if in the

future it is designated by the FSOC as non-bank systemically important financial institution The Basel Committee has also published rules requiring

cap tal surcharge for globe ly systemically important banks which are to be phased in beginning January 2016 if they are endorsed and adopted by the

U.S banking regulators As currently proposed this surcharge would not apply to global non-bank systemically important financial institutions However
iiernaticnal regulatory bodies are currently engaged in evaluating standards to identify such companies and to develop regulatory regime that wood

apply to them which may include enhanced capital requirements or other measures The ability of MetLife Bank and MetLife Inc to pay dividends

repurchase common stock or other securities or engage in other transactions that could affeOt its capital or need for capital could be reduced by any

add ticnal capital requirements that might be imposed as result of the enactment of Dbdd-Frank Regulation rT and/or the endorsement and adoption

by the U.S of Basel Ill and other regulatory initiatives See Risk Factors Our Insurance Brokerage and Banking Businesses Are Highly Regulated and

Changes in Regulation and in Supervibory and Enforcement Policies May Reduce Our Profitability and Limit Our Growth in the 2011 Form 10

In April 2011 the Federal Reserve Board and the FDIC proposed rule regarding the imp ementation of the Dodd-Frank requ rement that each

non bank financial company desibnated by the FSOC for enhanced supervision by the Federal Reserve Board non-bank systemically important

financial institution or non-bank SIFI and each bank holding company with assets of $50 billion or more report periodical to the Federal Reserve

Board the FDIC and the FSOC the plan of such company for rapid and orderly resolution in the event of material financial distress or fai ure and that

each such company report on the nature and extent of credit exposures of such company to significant bank holding companies and significant

non-bank financial companies and the nature and extent of credit exposures of significant bank holding companies and significant non-bank financ al

companies to such covered company In November 2011 the Federal Reserve Board and the FDIC adopted final rule implementing the reso ution

plan requirement effective November 30 2011 but deferred finalizing the credit exposure reporting requirement until later date If MetLife Inc rema ns

bank holding company on July 2012 or if in the future it is designated by theFSOC as non-bank SIFI it would be required to submit resolution

plan See Business U.S Regulation Dodd-Frank and Other Leg slative and Regulatory Developments Orderly Liquidation Authorty in the 2011

Form 10-K

In December 2011 the Federal Reserve Board issued release proposing the adoption of enhanced prudential standards required by Dodd-Frank

Regulation dy Regulation dy would apply to bank holding companies with absets of $50 billion or more and non-bank SIFI5 Regulation would

impose enhanced risk-based capital RBC requirements leverage limits liquidity requirements iv single counterparty exposure limits

governance requirements for risk management vi stress test requirements and vi specia debt-to etuity limits for certain companies and would
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establish procedure for early remediation based on the failure to comply with these requirements As proposed Regulation Yr would apply the same

enhanced regulatory standards to non-bank systemically important financial institutions as would apply to systemically important banks the Federal

Reserve Board has solicited comments on the appropriateness of this treatment For further information regarding enhanced prudential standards and

Regulation seeBusiness U.S Regulation Dodd-Frank and Other Legislative and Regulatory Developments Enhanced Prudential

Standards in the 2011 Form 0-K Dodd-Frank also includes provisions that may impact the investment and investment activities of MetLife Inc and its

subsidiaries including the federal regulation of such activities Such provisions include the regulation of the over-the-counter 010 derivatives markets

and the prohibitions on covered banking entities engaging in proprietary trading or sponsoring or investing in hedge tunds or private equity funds See

Business U.S Regulation Dodd-Frank and Other Legislative and Regulatory Developments Regulation of Over-the-Counter Derivatives and

Business U.S Regulation Dodd-Frank and Other Legislative and Regulatory Developments Voicker Rule in the 2011 Form 0-K

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

quarterof 2010 MetLife Bank has acquired additional residential mortgage loan servicing rights On January 10 2012 MetLife Inc announced that it is

exiting the business of originating forward residential mortgages but will continue to service its current mortgage customers As an originator
and

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

compensate for losses upon demand by the investor due to defects in servicing of the loans or 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 MetLife Bank is indemnified by

the sellers of the acquired assets for various periods depending on the transection 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 were acquired by MetLife Bank relate to loans sold to Federal National

Mortgage Association FNMA or Federal Home Loan Mortgage Corporation çFHLMC MetLife Bank has originated and sold mortgages primarily to

FNMA and FHLMC and sold Federal Housing Administration and loans guaranteed by the United States Department of Veterans Affairs in mortgage-

backed securities guaranteed by Government National Mortgage Association GNMA collectively the Agency Investors and to limited extent

small number of private investors Currently 99.5% of MetLife Banks $82.0 billion servicing portfolio consists of Agency Investors product 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 $58.6 billion of loans originated by MetLife Bank all of which have

been originated since August 2008 Reserves for representation and warranty repurchases and indemnifications were $69 million and $56 million at

December 31 2011 and 2010 respectively MetLife Bank is exposed to losses due to servicing deficiencies on loans originated and sold as well as

servicing acquired to the extent such servicing deficiencies occurred after the date of acquisition Management is satisfied that adequate provision has

been made in the Company consolidated financial statements for all probable and reasonably estimable repurchase obligations and losses

Currently MetLife Bank services approximately of the aggregate principal amount of the mortgage loans serviced in the State and federal

regulatory and law enforcement authorities have initiated various inquiries investigatiOns or examinations of alleged irregularities
in the foreclosure

practices of the residential mortgage servicing industry Mortgage servicing practices have also been the subject of Congressional attention Authorities

have publicly
stated that the scope of the investigations extends beyond foreclosure documentation practices to include mortgage loan modification and

loss mitigation practices

MetLife Banks mortgage servicing has been the subject of recent inquiries and requests by state and federal regulatory and law enforcement

authorities MetLife Bank is cooperating with the authorities review of this business On April 13 2011 the Office of the Comptroller of the Currency the

0CC entered into consent decrees with several banks including MetLife Bank The consent decrees require an independent review of foreclosure

practices and set forth new residential mortgage servicing standards including requirement for designated point of contact for borrower during the

loss mitigation process In addition the Federal Reserve Board entered into consent decrees with the affiliated bank holding companies of these banks

including MetLife Inc to enhance the supervision of the mortgage servicing activities of their banking subsidiaries In aFebruary 2012 press release

the Federal Reserve Board announced that it had issued monetary sanctions against five banking organizations for deficiencies in the organizations

servicing of residential mortgage loans and processing of foreclosures The Federal Reserve Board also stated that it plans to announce monetary

penalties against six other institutions under its supervision against whom it had issued enforcement actions in 2011 for deficiencies in servicing of

residential mortgage loans and processing foreclosures The Federal Reserve Board did not identity these six institutions but MetLife Inc is among the

institutions that entered into consent decrees with the Federal Reserve Board in 2011 MetLife Bank has also had meeting with the Department of

Justice regarding mortgage servicing and foreclosure practices It is possible that various state or federal regulatory and law enforcement authorities may

seek monetary penalties from MetLife Bank relating to foreclosure practices MetLife Bank is responding to subpoena issued by the Department of

Financial Services regarding hazard insurance and flood insurance that MetLife Bank obtains to protect the lienholders interest when the borrowers

insurance has lapsed

These consent decrees as well as the inquiries or investigations referred to above could adversely affect MetLifes reputation or result in material

fines penalties equitable remedies or other erforcement actions and result in significant legal
costs in responding to governmental investigations or

other litigation In addition the changes to the mortgage servicing business required by the consent decrees and the resolution of any other inquiries or

investigations may affect the profitability of such business

The MetLife Bank Events may not relieve MetLife from complying with the consent decrees or protedt it from the inquiries and investigations relating

to residential mortgage servibing and foreclosure activities or any fines penalties equitable remedies or enforcement actions that may result the costs

of responding to any such governmental investigations or other litigation

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 For discussion of the Company significant accounting policies

see Note of the Notes to the Consolidated Financial Statements The most critical estimates include those used in determining

estimated fair values of investments in the absence of quoted marketvalues

investment impairments

ti estimated fair values of freestanding derivatives and the recognition and estimated fair value of embedded derivatives requiring bifurcation

iv amortization of DAC and the establishment and amortization of VOBA

measurement of goodwill and related impairment if any

vi liabilities for future policyholder benefits and the accounting for reinsurance

vi measurement of income tazes and the valubtion of deferred tax assets

vii measurement of employee benefit plan liabilities and

ix liabilities for litigation and regulatory matters
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In addition the application of acquisition 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 servces industries others are specific to the Companys
business and operations Actual results could differ from these estimates

Estimated Fair Value of Investments

In determining the estimated fair value of fixed maturity securities equity securities trading and other securities short-term investments cash

equivalents mortgage loans and MSR5 various methodologies assumptions and inputs are utilized

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

methodologies giving priority to observable inputs The market standard valuation methodologies utilized include disco.unted 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

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

available market information and managements 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 actve liqu 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 valuatioh 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 princpally from or corroborated by observable market data These unobservable inputs can be based

in large part on management judgment or estmation 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 estirdated fair va ue of residential mortgage loans held-for-sale and securitized reverse residential mortgage loans is determined based on

observable
pricing for securities backed by similar types of loans adjusted to convert the securities prices to loan prices or from independent broker

quotations which is intended to approximate the amounts that would be received from third parties Certain other mortgage loans that were previously

designated as held-for-investment but now are designated as held-for-sale are recorded at the lower of amortized cost or estimated fair va ue or for

collateral dependent loans estimated fair value of the collateral less expected disposition costs determined on an individual loan basis For these loans

estimated fair value is determined using independent broker quotations or values provided by independent valuation specialists or when the loan is in

foreclosure or otherwise collateral dependent the estimated fair value of the underlying collateral is estimated using internal models

The estimated fair value of MSRs principally determined through the use of internal discounted cash few models which utilize various

assumptions Valuation nputs and assumptions include generally observable items 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 markets 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 quidity

The Companys 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

See Note of the Notes to the Consolidated Financial Statements for additional information regarding the estimated fair value of investments

Investment Impairments

One of the gnificant estimates related to available-for-sale securities is the evaluation of investments for impairments The assessment of whether

impairments have occurred is based on our case-by-case evaluation of the underlying reasons for the decline in estmated fair value The Compans
review of its fixed maturty and equity securities for impairment includes an analysis of gross unrealized losses by three categories of severity and/or age
of gross unrealized loss An extended and severe unrealized loss position on fixed maturity security may not have any impacf on the ability of the

issuer to service scheduled interest and principal payments and the Companys evaluation of recoverability of all contractja 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 estimated far value and the likel hood 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

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

the potential for impairments 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 issudr series of issuers or industry has suffered catastrophic type of loss or has

exhausted natural resources

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

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

vi wth respect to equity securties whether the Companys ability and intent to hold particular security for perod of time sufficient to low

for the recovery of its estmated fair value to an amount at least equal to its cost

vi with respect to structured securities changes in forecasted cash flows after considering 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 and

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

See Note of the Notes to the Consolidated Financial Statements for additional information relating to investment impairments

Derivative Financial Instruments

The determination of estimated fair value of freestanding derivatives when quoted market values are not available is based on market standard

valuation methodologies and inputs that management believes are 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 nonperformance risk 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 OTC derivative pricing
models and credit risk adjustment

The Company issues certain variable annuity products with guaranteed minimum benefits which are measured at estimated fair value separately

from the host vanable 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 Company nonperformance risk and

risk margins for non capital market inputs The nonperformance risk adjustment which is captured as spread over the risk free rate in determining the

discount rate to discount the cash flows of the liability is determined by taking into consideration publicly available information relating to spreads in the

secondary market for MetLife Inc 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 MetLife Inc Risk 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 in certain actuarial assumptions 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

As part of its regular review of critical accounting estimates the Company periodically assesses inputs for estimating nonpertormance 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 during the recent financial crisis As result at the end of the second

quarter of 2010 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 Company income from continuing operations net of income tax with no effect on operating earnings

The table below illustrates the impact that range of reasonably likely variances in credit spreads would have on the Company consolidated

balance sheet excluding the effect of income tax 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 recent financial crisis as the Company does

not consider those to be reasonably likely events in the near future

Carrying Value

At December 312011

DAC and

PABs VOBA

In millions

100% increase in the Companys credit spread $2449 700

As reported $4176 958

50% decrease in the Companys credit spread $5479 $1 110

The accounting for derivatives is complex and interpretations
of accounting standards continue to evolve in practice If

it is 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

Variable annuities with 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

nonpertormance risk variations in actuarial assumptiOns regarding policyholder behavior mortality and risk margins related to noncapital market inputs

may result in
significant

fluctuations in the estimated fair value of the guarantees that could materially affect net income If interpretations change there is

risk that features previously not bifurcated may require bifurcation and reporting at estimated fair value in the consolidated nancial statements and

respective changes in estimated fair value could materially affect net income

Additionally the Company ceded the risk associated with certain of the variable annuities with guaranteed minimum benefits 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 with the exception of the input for nonperformance risk that reflects the credit of the

reinsurer Because certain of the direct guarantees do not meet the definition of an embedded derivative and thus are not accounted for at fajr value

significant
fluctuations in net income may occur since the change in fair value of the embedded derivative on the ceded risk is being recorded in net

income without corresponding and offsetting change in fair value of the direct guarantee

See Note of the Notes to the Consolidated Financial Statements for additional information on the Companys derivatives and hedging programs

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 and renewal insurance business are deferred as DAC Such costs consist principally of commissions certain agency expenses
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policy issuance expenses and certain advertising costs VOBA 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 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 included in other policy-related balances 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 profitabi ity of the related business

The Company will adopt new guidance regarding the accounting for DAC beginning in the first quarter of 2012 and will apply it retrospectively to all prior

periods presented in its conso idated financial statements for all insurance contracts See Note of the Notes to the Consolidated Financial Statements

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 practice to determine the

impact of gross profits resultihg from returns on separate accounts assumes that long-term appreciation equty markets 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 00 basis points in the assumed future rate of return is

reasonably likely to result in decrease/increase in the DAC and VOBA amortization of approximately $161 million with an offset to the Companys
unearned revenue liability of approximately $26 million for this factor

The Company also periodically revews 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 admnister business

Assumptions used in the calculation of estimated gross margins and profits which may have significantly chahged are updated annually 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 sgnificant assumption updates resulting change to expected future gross margins and profts and the amortzation of DAC

and VOBA are due to revisions to expected future nvestment returns expenses in-force or persistency assumptions and policyholder dvidends on

participating traditional life contracts variable and uni0ersal life contracts and annuity contracts The Company expects these assumptiong to be the

ones most reasonably likely to cause significant changes the future Changes in these assumptions can be offseffing and the Company is unable to

predict their movement or offeettng mpact over time

At December 31 2011 2010 and 2009 DAC and VOBA for the Company was $28.0 billion $27.1 billion and $19.1 billion respectively

Amortization of DAC and VOBA associated with the variable and universal life and the annuity contracts was significantly impacted by movements in

equity markets The following chart illustrates the effect on DAC and VOBA 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 December 31 2011 2010 and 2009 Increases

decreases in DAC and VOBA balances as presented below resulted in corresponding decrease increase in amortization

Years Ended December31

2011 2010 2009

In millions

Investment return 64 84 22

Separate account balances 145 23 85
Net investment gain oss 576 124 712

Guaranteed Minimum Income Benefits 15 84 187

Expense 96 61

In-force/Persistency 118

Policyholder vidends and other 60 154

Total $933

The following represents sgnificant items contributing to the changes to DAC and VOBA amortization in 2011

The decrease in equity marlets dutng the year lowered separate account balances which led to reduction in actual and expected future gross

profits on variable universal life contracts and variable deferred annuity contracts resulting in an increase of $1 45 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 liablities associated with guarantee obligations on variable annuities resulting in

decrease of DAC and VOBA amortization of $531 million excluding the impact from the Companys nonpertormance risk and risk margins

which are described below This decrease in actual gross profits was more than offset by freestanding derivative gains associated with the

hedging of such guarantee obligations which resulted in an increase in DAC and VOBA amortization of $847 million

The widening of the Companys nonpertormance risk adjustment decreased the valuation of guarantee liabilities increased actual gross profits

and increased DAC and VOBA amortization by $260 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 $72 million

The remainder of the mpact of net investment gains losses which increased DAC amortization by $72 million was primarily aifributable to

current period investment activities

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 profts increased as result of decrease in liabilities associated with guarantee obligations on variable annuities resulting an

increase of DAC and VOBA amortzaton of $197 million excluding the impact from the Companys nonpertormance risk and risk margins

which are described below This increase actual gross profits was partially offset by freestanding derivative losses assoc ated with the

hedging of such guarantee obligations which resulted in decrease in DAC and VOBA amortization of $88 million
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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 of 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

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 increased 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 other was 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 immaterial items

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 realized The increase in unrealized investment gains decreased the DAC and VOBA balance by

$879 million and $1 billion in 2011 and 2010 respectively The decrease in unrealized investment losses decreased the DAC and VOBA balance by

$2.8 billion in 2009 Notes and of the Notes to the Consolidated Financial Statements include the DAC and VOBA offset to unrealized investment

losses

Goodwill

Goodwill 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

For purposes of goodwill impairment testing if the carrying value of reporting unit exceeds its estimated fair value the implied fair value of the

reporting unit goodwill is compared to the carrying value of that goodwill to measure the amount of impairment loss if any 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 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

reporting unit The estimated fair values of the retirement products and individual life reporting units are particularly sensitive to the equity market levels

We apply significant Iudgment 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

During the third quarter of 2011 the Company announced its decision to explore the sale of MetLife Banks depository business As result in

September 2011 the Company performed goodwill impairment test on MetLife Bank which is separate reporting unit within Corporate Other As

result of the testing the Company recorded $65 million goodwill impairment charge that is reflected as net investment loss for the year ended

December 31 2011 See Note of the Notes to the Consolidated Financial Statements

In addition the Company performed its annual goodwill impairment tests of its other reporting units and 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 we evaluate potential triggering events that

may affect the estimated fair value of our reporting units to assess whether any goodwill impairment exists

In the fourth quarter of 2011 the Company performed interim goodwill impairment testing on the Retirement Products reporting unit This testing was

due to adverse market conditions which caused both the equity markets and interest rtes to decline The fair value of the Retirement Products

reporting unit which was calculated based on application of an actuahal valuation approach exceeded the carrying value by approximately 10% The

valuation methodology is subject to judgments and assumptions that are sensitive to change If we had assumed that the discount rate was 00 basis

points higher than the discount rate the fair value of the Retirement Products reporting unit would have exceeded the carrying value by approximately

2% As of December 31 2011 the amount of goodwill allocated to the Retirement Products reporting unit was approximately $1 .7 billion The estimate

of fair value is inherently uncertain and the judgments and assumptions upon which the estimate is based will in all likelihood differ in some respects

from actual future results change in market conditions including equity market returns interest rate levels and market volatility could result in

goodwill impairment

In the fourth quarter of 2011 the Company ahnounced that it will be reorganizing its business into three broad geographic regions The Americas

EMEA and Asia and creating global employee benefits business to better reflect its global reach As result the Companys reporting structure may

change the composition of certain of its reporting units

See Note of the Notes to the Consolidated Financial Statements for additional information on the Company goodwill

Liability for Future Policy Benefits

Generally future policy benefits 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
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underIyig assumptions in accordance with GAAP and applicable actuarial standards Principal assumptions used in the establishment ot liabilities for

future policy benefits are modality morbidity policy lapse renewal retirement disability incidence disability terminations investment returns inflation

expenses and other contingent events as appropriate to the respective product typo and geographical area.These assumptions are established at the

time thepolicy 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 additional liabilities may be established resulting in 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 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 are based on estimates of the

expected value of benefits in excess of the projected account balance recognizing the excess zatably 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 estimating 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 appropt ate underlying equity index such as the 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 these policies and guarantees as well as in the establishment of the

related liabilities result in variances in profit and could result in losses

See Note of the Notes to the Consolidated Financial Statements for additional information on the Companys liability for future policy benefits

Reinsurince

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

aforØmkntioned 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 of its reinsurance agreements the Company determines whether the agreement provides indemnification against loss or liability relating to

insurance risk in accordancewith 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

agreement using the deposit method ofaccounbpg

See Note of the Notes to the Consolidated Financial Statementsfor additional information on the Companys reinsurance programs

Income Taxes

The Company brovides for federal state and foreign income taxes currently payable as well as those deferred due to temporary differences

between the financial reporting and tax bases of assets and liabilities The Companys accounting for- income taxes represents managements best

estimate of various events and transaCtions These tax laws are complex and are subjeCt to differing interpretations by the taxpayer and the relevant

governmental taxing authorities In establishing provision for income tax expense we must make judgments and interpretations about the application

of these inherently complex tax awe We must also make estimates about when in the future certain items will effect taxable income in the various tax

jurisdictions both domestiC and foreign

-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 Iunsdiction Valuation allowances are established when management determines based on available information that it is

more likely than not that defdrrdd ricometax assets will not be realiSed Factors in manCgements determination include -the performance of the

business and its 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 tenorary differences and carryforwards

ii future reversals of existing taxable temporary differences

iii taxable income in prior carryback years and

-iv tax planning strategies

Disputes over lhterpretations of the tax laws may be subject to- review and adjudication by the coud systems of the various taxjurisdictions or may

be settled with the taxing authority upon audit The Company detdrmines 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 the financial statements The Company may be required to

change its provision for income taxes when estimates used in determining Valuation allovÆnces off deferred tax assets significantly change or when

receipt of new information indicates the need fOr hdjustment ln valuation allowances Additionally future events such as changes in tax laws tax

regulations or interpretations of such laws or regulatwns could have an impact on the provision for income tax and the effective tax rate Any such

changes could
significantly affect the amounts reported ln the consolidated financial datement in the year these changes occur

See Note 15 of the Notes to the Consolidated Financial Statements for additional information on the Company income taxes

Employee Benefit Plans

Certain subsidiaries of MetLife Inc 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 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 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 We determine our expected rate of return on plan assets based upon an

approach that considers inflation real return term premium credit spreads equity risk premium and capital apprettiatioh as wellObexpenses- expected

asSet manager performance and the effect of rebalancing for the euity debt and real estateasset mix applied- on weighted average basis to our

pension asset portfolio Given the amount of plan assetC as of Deddmber 31 2010 if we had assumed an expected rate of return or both our pensioh
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and other postretirement benefit plans that was 00 basis points higher or 100 basis points lower than the rates we assumed the change in our net

periodic costs would have been decrease of $75 million and an increase of $75 million respeptively This considers only changes in our assumed

long-term rate of return given the level and mix of invested assets at the beginning of the year without consideration of possible changes in any of the

other assumptions described above that could ultimately accompany any changes in our assumed long-term rate of return

We determine our discount rates used to value the pension and postretirement obligations based Upon rates commensurate with current yields on

high quality corporate bonds Given the amount of pension and postretirement obligations as of December31 2010 the beginning of the measurement

year if we had assumed discount rate for both oUr pension and postretirement benefit plans that was 100 basis points higher or 100 basis points

lower than the rates we assumed the change in our net periodic costs would have been decrease of $122 million and an increase of $142 million

respectively This considers only changes in our assumed discount rates without consideration of possible changes in any of the other assumptions

described above that could ultimately accompany any changes in our assumed discount rate 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 Companys consolidated financial statements and liquidity

See Note 17 of the Notes to the Consolidated Financial Statements for additional assumptions used in measuring liabilities relating to the Companys

employee benefit plans

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 Companys 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 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 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 Companys

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

See Note 16 of the Notes to the Consolidated Financial Statements for additional information regarding the Companys assessment of litigation

contingencies

Economic Capital

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

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

business

Effective January 2011 the Company updated its economic capital model to align segment allocated equity with emerging standards and

consistent risk principles Such changes to the Companys economic capital model are applied prospectively Segment net investment income is also

credited or charged based on the level of allocated equity however changes in allocated equity do not impact the Companys consolidated net

investment income operating earnings or income loss from continuing operations net of income tax

Acquisitions and Dispositions

See Note of the Notes to the Consolidated Financial Statements

During 2011 local operating subsidiary of American Life closed on the purchase of 99.86% stake in Turkish life insurance and pension

company and at the same time entered into an exclusive 15-year distribution arrangement with the seller todistributethe companys products in Turkey

Also in 2011 American Life agreed to sell certain closed blocks of business in the United Kingdom U.K. Finally in 2011 Punjab National Bank

PNB agreed to acquire 30% stake in MetLife India Insurance Company Limited MetLife India and to enter into separate exclusive 10-year

distribution arrangement to sell MetLife Indias products through PNBs branch network PNBs acquisition of the 30% stake in MetLife India is subject to

among other things regulatory approval and final agreements among PNB and the existing shareholders of MetLife India If such agreements are not

obtained or the transaction does not receive regulatory approval PNB may request to amend or cancel the distribution agreement

In addition in 2012 local operating subsidiaries of MetLife Inc agreed to acquire from members of the Aviva Plc group Aviva Avivas life

insurance business in the Czech Republic and Hungary and Avivas life insurance and pensions business in Romania The closing of each of these

transactions is subject to regulatory and other approvals

Recent Development

In January 2012 MetLife submitted to the Federal Reserve comprehensive capital plan as mandated by the Federal Reserves capital plans rule

and additional information required by the 2012 Comprehensive Capital Analysis and Review of the 19 largest
bank holding companies CCAR The

capital plan proposed among other things $2 billion of stock repurchases and an increase in the annual dividØttd from $0.74 per share to $1 .10 per

share In March 2012 the Federal Reserve informed MetLife that it objected to MetLifes proposed capital plan As result MetLife is currently nof able

to engage in share repurchases or to pay an annual common stock dividend of more than $0 74 per share See Business

MetLife inc
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Results of Operations

Year Ended December 31 2011 Compared with the Year Ended December 31 2010

Consolidated Results

We have experienced growth and an increase in market share in several of our businesses Sales of our domestic annuity products were up 51

driven by strong growth in variable annuities across all distribution channels Even with the impact of the March 2011 earthquake and tsunamt our sales

results in Japan are stronger than anticipated and continue to show steady growth and improvement across essentially all distribution channels Market

penetration continues in our pension closeout business in the U.K however our domestic pension closeout business has been adverse impacted by

combination of poor equity market returns and lower interest rates In the U.S sustained high levels of unemployment and challenging pricing

environment continue to depress growth across our group insurance businesses While we experienced growth in our traditional life and universal life

businesses sales of group life and non-medical health products declined Policy sales of auto and homeowners products decreased as the housing

and automobile markets remained slugg sh We experienced steady growth and improvement in sales of the majority of our products abroad

Years Ended

December31

2011 2010 Change %Change

In millions

Revenues

Premums $36361 $27071 9290 34.3%

Universal fe and investment-type product policy fees 7806 6028 1778 29.5%

Net nvestment income 19606 17511 2095 12.0%

Otherrevenues 2532 2328 204 8.8%

Net investment gains losses 867 408 459
Net derivative gains losses 4824 265 5089

Total revenues 70262 52265 17997 34.4%

Expenses

Policyholder benefits and claims and policyholder dividends 36903 30670 6233 20.3%

Interest credited to policyholder account balances 5603 4919 684 13.9%

Capitalization of DAC 6858 3299 3559
Amortization of DAC and VOBA 5391 2843 2548 89.6%

Amortization of negative VOBA 697 64 633
Interest expense on debt 1629 1500 79 5.1%

Otherexpenses 18265 11734 6531 55.7%

Total expenses 60236 48353 11883 24.6%

Income loss from continuing operations before provision for income tax 10026 3912 6114

Provision for income tax expense benefit 3075 1165 1910

Income loss from continuing operations net of income tax 6951 2747 4204

Income loss from discontinued operations net of income tax 20 39 19 48.7%

Net income loss 6971 2786 4185

Less Net income loss attributable to noncontrolling interests 10

Net income loss attributable to MetLife Inc 6981 2790 4191

Less Preferred stock dividends 122 122

Preferred stock redemption premium 146 146

Net income loss availabe to MetLife Inc.s common shareholders 6713 2668 4045

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

During the year ended December 31 2011 income loss from continuing operations net of income tax increased $4.2 billion to $7.0 billion

primarily driven by favorable change in net detvative gains losses partially offset by increased net investment losses net of related adlustments

principally associated wth DAC and VOBA amortization Also included in income loss from continuing operations net of income tax are the results of

the Divested Businesses In addition operating earnings increased reflecting the impact of the Acquisition

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

our current and future liablities Our intent is to match the tming and amount of liability cash oufflows with invested assets that have cash inflows

comparable tmng 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 whch 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 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
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segments In addition the general account investment portfolio includes within trading and other securities contractholder-directed investments

supporting unit-linked variable annuity type liabilities which do not qualify as separate account assets The returns on these contractholder-directed

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 net investment gains

and losses are incurred and can change significantly
from period to period due to changes in external influences including changes in market factors

such as 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 Changes in these factors from period to period can significantly impact the

levels of both impairments and realized gains and losses on investments sold

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

liabilities including embedded derivatives within certain of our variable annuity minimum benefit guarantees For those hedges not designated as

accounting hedges changes in market factors 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 factors and are also

recognized in net derivative gains losses

The favorable change in net derivative gains losses of $3.3 billion from losses of $172 million in 2010 to gains of $3.1 billion in 2011 was driven

by favorable change in freestanding derivatives of $3.9 billion which was partially offset by an unfavorable change in embedded derivatives of $583

million primarily associated with variable annuity minimum benefit guarantees The $3.9 billion favorable change in freestanding derivatives was primarily

attributable to the impact of falling long-term and mid-term interest rates and equity market movements and volatility Long-term and mid-term interest

rates fell more in 2011 than in 2010 which had positive impact of $2.1 billion on our interest rate derivatives $670 million of which was attributable to

hedges of variable annuity minimum benefit guarantee liabilities that are accounted for as embedded derivatives The impact of equity market

movements and volatility in 2011 compared to 2010 had positive impact of $1 .5 billion on our equity derivatives which was primarily attributable to

hedges of variable annuity minimum benefit guarantee liabilities that are accounted for as embedded 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 recorded in net derivative gains losses The fair value of these

embedded derivatives also includes an adjustment for nonperformance risk which is unhedged The $583 million unfavorable change in embedded

derivatives was primarily attributable to hedged risks relating to changes in market factors of $1 .6 billion and an unfavorable change in other unhedged

non-market risks of $308 million partially
offset by favorable change in unhedged risks for changes in the adjustment for nonperformance risk of $1 .3

billion The aforementioned $1 .6 billion unfavorable change in embedded derivatives was more than offset by favorable changes on freestanding

derivatives that hedge these risks which are described in the preceding paragraphs

The increase in net investment losses primarily reflects impairments on Greece sovereign debt securities intent-to-sell impairments on other

sovereign debt securities due to the repositioning of the ALICO portfolio into longer duration and higher yielding investments intent-to-sell impairments

related to the Divested Businesses and lower net gains on sales of fixed maturity and equity securities These losses were partially offset by net gains

on the sales of certain real estate investments and reductions in the mortgage valuation allowance reflecting improving real estate market fundamentals

Income loss from continuing operations net of income tax related to the Divested Businesses excluding net investment gains losses and net

derivative gains losses decreased $152 million to loss of $41 million in 2011 compared to gain of $111 million in 2010 Included in this loss was

reduction in total revenues of $73 million and an increase in total expenses of $79 million As previously mentioned the Divested Businesses include

certain operations of MetLife Bank and the Caribbean Business

Income tax expense for the year ended December 31 2011 was $3.1 billion or 31% of income loss from continuing operations before provision

for income tax compared with $1.2 billion or 30% of income loss from continuing operations before provision for income tax for 201d The

Companys 2011 and 2010 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 provision for income tax as well as certain foreign permanent tax differences

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 net of income tax as determined in accordance with GAAP to analyze our performance evaluate segment performance and

allocate resources We believe that 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 the business Operating earnings and operating earnings available to common shareholders should not be viewed as substitutes for GMP

income loss from continuing operations net of income tax and GAAP net income loss available to MetLife Inc.s common shareholders respectively

Operating earnings available to common shareholders increased $1.5 billion to $5.3 billion in 2011 from $3.8 billion in 2010

MetUfe Inc
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Reconciliation of income loss from continuing operations net of income tax to operating earnings available to common
shareholders

Year Ended December 31 2011

Year Ended December 31 2010

Corporate Auto Other

Insurance Retirement Benefit International Corporate
Products Products Funding Home Japan Regions Other Total

In millions

Income loss from continuing operations net of income

tax

Less Net investment gans losses

Less Net derivatve gains losses

Less Other adjustments to continuing

operations1

Less Provision for income tax expense benefit

Operating earnings

Less Preferred stock dividends

Operating earnings available to common shareho ders

$2629 $1419 $1405 90 $1190 782 $564 $6951

53 84 23 221 616 181 867

1849 1747 366 12 200 785 111 4824

125 777 91 38 441 427 1641

623 368 166 18 290 845

$1475 733 $1091 $104 $1176 $1036 135 5480

122 122

$257 $5358

Total

Corporate Auto Other

Insurance Retirement Benefit International Corporate
Products Products Funding Home Japan Regions Other

In millions

Income loss from continuing operations net of income tax $1367 792 $1 02P $295 $155 $574 $2747

Less Net investment gains losses 103 139 176 280 530 408
Less Net derivative gains losses 215 235 162 144 347 61 265
Less Other adjustments to continuing

operations1 244 381 140 12 439 914
Less Provision for income tax expense benefit 2$ 54 49 225 188 379

Operatingearnings $1321 $803 920 $300 $94 $686 169 3955

Less Preferred stock dividends 122 122

Operating earnings available to common shareholders $291 $3833

See definitions of operating revenues and 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 2011

Corporate Other

Insurance Retirement Benefit Auto International Corporate
Products Products Funding Home Japan Regions Other Total

In millions

Total revenues 3217 8822 $10538 $2216 $70262

Less Net investment gains losses 221 616 181 867

Less Net derivative gains losses 12 200 785 4824

Less Adjustments related to net investment gains

losses and.net derivative gains losses 14 14

Less Other adjustments to

revenues1 224 78 145 407 50 1265 907

Total operating revenues 26149 $7106 $8079 3238 9250 $10319 $1243 $65384

Total expenses 23795 $6833 $6454 3162 6994 9376 $3622 $60236

Less Adjustments related to net investment gains

losses and net derivat ye gains losses 85 638 19 572

Less Other adjustments to

expenses1 217 54 464 491 1692 1990

Total operating expenses 23880 $5978 $6400 3162 7439 8885 $1930 $57674

27841

53

1849

$9015

84

1747

$8613

23

366
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Year Ended December 31 2010

Corporate

Insurance Retirement Benefit

Products Products Funding

Total revenues 26444 $6849 $7568

103 139 176Less 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 151 ______

Total operating revenues 26276
______

Total expenses 24338

Less Adjustments related to net investment gains

losses and net derivative gains losses 90

Less Other adjustments to

expenses1
307

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

1525

The increas8 in operating earnings reflects the impact of the Acquisition with the corresponding effects on each of our financial statement lines in

both Japan and Other International Regions Further trends and matters impacting our business and the comparison to 2010 results are discussed

below

Positive results from strong sales in 2011 were offset by losses from severe weather and the impact of the low interest rate environment Changes in

foreign currency exchange ates had slihtly positive impact on results compared to 2010

In 2011 we benefited from strong sales as well as growth and higher persistency in our business across many of our products As result we

experienced growth in our investment portfolio as well as our average separate account assets generating both higher net investment income of $479

million and higher policy fee income of $265 million Since many of our products are interest spread based the growth in our individual life long term

care LTC and structured settlement businesses also resulted in $1 31 million increase in interest credited expenses These increased sales also

generated an increase in commission and other volume related expenses of $622 million which was largely offset by an increase of $538 million in

related DAC capitalization In addition other non variable expenses increased $73 million due to growth in our existing
businesses

Auto

Home Japan

In millions

$3146 $669

215 235

Other

International Corporate

Regions Other

$5685 $1904

Total

52265

280 530 408

162 144 347 61 265

$6514

$5622

190 72

$7364

$5999

$3154 $706

2781 $664

Total operating expenses 24244

1450

$1045$6384

$5917

1494

51443

35 125

______
sic

$5280 $5949

$3032 48353

_____ 104

2781 $560-

367

$5550

1452 2284

$1580 45944

Change Change

Years Ended December31

2011 2010

In millions

$36269 $27071

7528 5817

19676 16880

1911 1675

9198

1711

2796

236

34.0%

294%

16.699

14.1%

Consolidated Results Operating

Operating Revenues

Premiums

Universal life and investment-type product policy
fees

Net investment income

Other revenues

Total operating revenues

Operating Expenses

Policyholder benefits and claims and policyholder dividends

Interest credited to policyholder account balances

Capitalization-
of DAC

Amortization of DAC and VOBA

Amortization of negative VOBA

Interest expense on debt

Other expenses

Total operating expenses

Provision for income tax expense benefit

Operating earnings

Less Preferred stock dividends

Operating earnings available to common shareholders

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

65384 51443
--

13941 27.1%

36227

6057

6849

4799

619

1305

16754

57674

29972 6255 20.9%

4697 1360 29.0%

3299 3550

2802 1997 71.3%

57 562

1139 166 14.6%

10690 6064 56.7%

45944 11730 25.5%

2230 1544 686 44.4%

5480 3955 1525 38.6%

122 122

5358 3833 39.8%
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On an annual basis we perform experience studies as well as update our assumptions regarding both expected policyholder behaviors and the

related investment environment These updates commonly known as unlocking events result in changes to certain insurance-related liabilities DAC

and revenue amortization The impact of updates to our assumptions in both 2011 and 2010 resulted in net increase to operating earnings of $23

million in the current year

In the fourth quarter of 2011 we announced reduction in our dividend scale related to our closed block The impact of this action increased

operating earnings by $54 million

Severe weather during 2011 was the primary driver of our unfavorable claims experience in Auto Home which decreased operating earnings by

$239 million In addition in the third quarter of 2011 we incurred $1 17 million charge to increase reserves in connection with our use of the Death

Master File impacting primarily Insurance Products These events overshadowed favorable claims experience in our dental and disability businesses

and strong mortality gains in our group life business which combined improved operating earnings by $100 million

Market factors specifically the current low interest rate environment continued to be challenge during 2011 Also in 2011 equity markets

remained relatively flat compared to much stronger 201 equity market performance Investment yields were negatively impacted by the current low

interest rate environment and lower returns in the equity markets partiallyoffset by improving real estate markets resulting in $157 million decrease in

net investment income DAC VOBA and DSl amortization and certain insurance related liabilities are sensitive to market fluctuations which was the

primary driver of higher expenses of $102 million in these categories In particular the less favorable 2011 investment markets caused acceleration of

DAC amortization Partially offsefting these decreases was $1 19 million improvement in operating earnings primarily driven by lower average crediting

rates on our annuity and funding agreement businesses The lower average crediting rates continue to reflect the lower investment returns available in

the marketplace Also contributing to the decrease in interest credited is the impact from derivatives that are used to hedge certain liabilities in our

funding agreement business In addition growth in our separate accounts due to favorable equity market performance in -2010 and stable equity

markets in 2011 resulted in increased fees and other revenues of $79 million

Interest expense on debt increased $109 million primarily as result of debt issued in the third and fourth quarters of 2010-in connection with the

Acquisition and Federal HomeLoan Bank FHLB borrowings

The Company incurred $40 million of expenses related to liquidation plan filed by the Department of Financial Services for ELNY in the third quarter

of 2011 Results from our mortgage loan servicing business were lower driven by an increase in expenses of $31 million in response to both larger

portfolio and increased regulatory oversight

The Company also benefited from higher tax benefit in 2011 of $88 million over 2010 primarily due to $75 million of charges in 2010 related to the

Patient Protection and Affordable--Car Ac-and the Health Care and Education Reconciliation Act of 2010 together the Health Care Act 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 was reflected in our financial statements the entire future impact of this change in law was required to be

recorded as charge in the first quarter of 2010 when the legislation was enacted The higher tax benefit was also result of higher utilization of tax

preferenced investments which- provide tax credits and deductions

Insurance Products

Years Ended December 31

2011 2010 Change %Change

In millions

Operating Revenues

Premiums $16949 $17200 $251 1.5%

Universal life and investment-type product policy fees ................ 2264 2247 17 0.8%

Netinvestmentincome 6107 6068 39 0.6%

Other revenues 829 761 68 8.9%

Total operating revenues 26149 26276 127 0.5%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 18707 19075 368 .9%

Interest credited to policyholder account balances 997 963 34 3.5%

CapitalizationofDAC 864 841 23 2.7%

Amortization of DAC and VOBA 897 966 69 7.1%

Interest expense on debt 00.0%

Otherexpenses 4143 4080 63 1.5%

Total operating expenses 23880 24244 364 .5%

Provision for income tax expense benefit 794 711 83 11 .7%

Operatingearnings $1475 -$ 1321 $154 11.7%

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

Strong underwriting results generated about half of our increase in operating earnings The remaining increase resulted from the impact of annual

assumption updates lower policyholder dividends and higher fees from our variable and universal life business These increases were dampened by the

negative impacts of the sustained low interest rate environment

Growth in our open block traditional life and in our variable and universal life businesses was more than offset by declines in our group life and

non medical health businesses as well as the expected run off from our closed block business Sustained high levels of unemployment and

challenging pricing environment continue to depress growth in many of our group insurance businesses Our dental business benefited from higher

enrollment and certain
pricing

actions but this was more than offset by decline in revenues from our disability business This reduction was mainly due

to net customer cancellations and lower covered lives Our LTC revenues were flat period over period consistent with the discontinuance of the sale of

this coverage at the end of 2010 Although revenues have declined from the prIor year current year premiums and deosits elong with an expansion
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of our securities lending program resulted in an increase in our average invested assets which contributed $189 million to operating earnings Mirroring

the growth in average invested assets in our individual life and businesses interest credited on long-duration contracts and on our policyholder

account baances increased by $76 million The aforementioned increased sales of our individual variable and universal life products which was mainly

driven by our launch of new product in the cun-ent year coupled with ongoing organic growth in the business increased operating earnings by $41

million These increased sales also generated an increase in commission expenses which was mostly offset by the capitalization
of these expenses

Brokerdealer related revenues also increased during the year and were significantly
offset by corresponding increase in other expenses

In 2011 pricing actions and improved claims experience mainly as result of stablizing benefts utilization drove $57 million increase in our dental

results gher closures and lower incidences in 2011 contributed to the $43 million increase in our disability results Our fe businesses were essentalIy

flat however lower claims incidence resulted in very strong group life modality gains which were offset by increased severity of claims in the variable

and universal fe ousinesses On an annual basis we perform experience stud es as wet as update our assumptions surround ng both expected

policyholder behaviors and the related investment environment These updates commonly known as un ocking events result in changes to certain

insurance related liabHties DAC and revenue amortization The impact of updates to our assumptions in both 2011 and 2010 prmarly related to

policyholder behaviors such as projected premium assumptons and various factors impacting persistency coupled with insurance related refinements

resulted in net increase to operating earnings of $41 mil ion Partially offsetting these favorable impacts was $109 million charge recorded in the

third quarter of the current year rested to our use of the Death Master Fi in both our group and individual fe businesses

Refinements in our DAC model in both years as well as the impact of higher amortization 2010 contributed to $37 mi lion net decrease in

amortization The higher level of amortization in 2010 was primarily due to the emergence of actual premum and apse information which differed from

managements expectations

In the fourth quarter of 2011 we announced reduction to our dividend scale related to our closed bock The impact of th action incrØttsØd

operating earnings by $54 million

Market factors specifically the current ow interest rate environment continued to be chal enge during 2011 Investment yields were negatively

impacted by iower returns on al.ocated equity and ower returns in the equity markets partially offset by improving real estate markets Unlike in

Retirement Products and Corporate Benefit Funding reduction in investment yield does not necessarily drive correspond ng change in the rates

credited on policyholder account balances or amounts held for future policyhoder benefts The reduction in investment yed resulted in $164 million

decrease in operating earnings Partially offsett ng this decline was the impact of updating projected market factors as part of our aforementioned annual

update to assumptions This update resulted in an un ocking event resulting in $32 million ncrease to operating earnings

Retirement Products

Years Ended December 31

2011 2010 Change %Change

In millions

Operating Revenues

Premiums $1141 875 $266 30.4%

Unversal life and investment-type product policy fees 2463 2024 439 21.7%

Net investment income 3195 3395 200 5.9%

Other revenues 307 220 87 39.5%

Total operating revenues 7106 6514 592 9.1%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 1846 1487 359 24.1%

Interest credited to policyholder account baances 1595 1612 17 .1%

Capitalization of DAC 1612 1067 545 51 .1

Amortization of DAC and VOBA 1004 808 196 24.3%

Interest expense on debt 33.3%

Otherexpenses 3143 2437 706 29.0%

Total operatng expenses 5978 5280 698 13.2%

Provision for ncome tax expense benefit 395 431 36 8.4%

Operating earnings 733 803 $70 8.7%

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

Total annuity sales increased 51% to $30.4 billion due to strong growth in variable annuities across all distribution channels Variable annuity product

sales increased primari due to the introduction of new higher benefit lower-risk variable annuity rider and changes in competitors offerings which we

believe made our products more attractive We have launched several changes to the products and riders we offer that we expect will reduce sales

volumes in 2012 as we manage these sales volumes tostrike the right balance among growth profitabi ity and risk Total annuity net flows were $16.2

billion higher than in 2010 Changes in interest rates and equity markets can signicantIy impact our earnings In 2011 interest rates declined while

equity markets remained re atively fat comoared to much stronger 2010 esuity market performance Operating earnings were down 9% mainly due to

these market factors

Strong sales and higher persstency in 2011 along with the impact of an increase in located equity increased operating earnings by $147 million

The strong sales of variable annuites increased our average separate account assets and as resu we generated hgher asset-based fee revenue on

the separate account assets and higher net investment income partially offset by increases in DAC amortization Partially offsetting
those favorable

impacts was an increase in variable expenses primarily related to new business commissions and asset based commissions of $38 lIon net of

related DAC capitalization Other non-variable expenses also increased $16 million due to growth in the bus ness
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Investment market performance reduced our operating earnings by $56 million DAC VOBA and DSI amortization as well as certain insurance-

related liabilities are sensitive to market fluctuationsl which was the phmary dhver of higher expenses in these categories In particular the less favorable

2011 equity markets when compared to 2010 caused an acceleration of DAC amortization Lower investment returns on certain limited partnerships

and lower retums on allocated equity also contributed to the decline in operating earnings Partially offsetting these decreases was an improvement in

operating earnings primafly driven by lower average crediting rates on annuity fixed rate funds Lower average crediting rates continue to reflect the

lower investment returns available in the marketplace Growth in our separate accounts due to favorable equity market performance in 2010 and 2011

resulted in increased fees and other revenues

To betteralign with hedged hsks certain elements of our variable annuity hedging program that were previously recorded in net investment income

were recorded in net derivative gains losses beginning in 2011 which resulted in decrease in operating earnings of $77 million Lower income annuity

mortality gains of $18 million also reduced operating earnings in 2011 We review and update our long-term assumptions used in our calculations of

certain insurance-related liabilities and DAC annually which may result in changes and are recorded in the fourth quarter each year This annual update

of assumptiOns other insurance liability refinements and DAC model revisions made during the year contributed to net operating earnings reduction of

$12 million

Corporate Benefit Funding

Years Ended December 31

2011 2010 Change %Change

In millions

Operating Revenues

Premiums $2418 $1938 $480 24.8%

Universal life and investment-type product policy fees

Net investment income

Other revenues

231 226 2.2%

5181 4954 227 4.6%

249 246 1.2%

Total operating revenues 8079 7364 715 9.7%

Policyholder benefits and claims and policyholder dividends 4594

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

Corporate Benefit Funding had strong pension closeout sales in the U.K and strong sales of structured settlements Although the combination of

poor equity returns and the low interest rate environment has resulted in underfunded pension plans which reduces our customers flexibility to engage

in transactions such as pension closeouts sales in the U.K remained strong as we continue to penetrate that market Sales in our structured settlement

business were strong as we remain very competitive in the marketplace Premiums for these businesses were almost entirely offset by the related

change in policyholder benefits However current year premiums deposits funding agreement issuances increased allocated equity and the

expansion of our securities lending program all contributed to the growth of our average invested assets which led to an increase in net investment

income of $167 million

Deposits into separate accounts including guaranteed interest contracts and corporate owned life insurance increased significantly resulting in

$9 million increase in advisory fees and an $8 million increase in premium tax However these expenses are offset by corresponding increase in

revenues

Market factors including the current low interest rate environment have negatively impacted our investment returns by $19 million These lower

investment returns incJude the impact of returns on invested economic capital The low interest rate environment was also the primary driver of the

decrease in interest credited to policyholders of $81 million Many of our funding agreement and guaranteed interest contract liabilities are tied to market

indices Interest rates on new business were set lower as were the rates on existing business with terms that can fluctuate Aso contributing to the

decrease in interest credited is the impact from derivatives that are used to hedge certain liabilities in our funding agreement business Commensurate

with our strong sales of structured settlements the interest credited expense associated with these insurance liabilities increased $26 million

The Companys use of the Death Master File in connection with our post-retirement benefit business resulted in charge in the third quarter of the

currentyear of $8 million Other insurance liability refinements and mortality results negatively impacted our year-over-year operating earnings by $20

million

Operating Expenses

Interest credited to policyholder account balances

Capitalization of DAC

Amortization of DAC and VOBA

Interest expense on debt

Otherexpenses

Total operating expenses

Provision for income tax expense benefit

Operating earnings

4041 553 13.7%

1321 1445 124 8.6%

27 19 42.1%

17 16 6.3%

33.3%

487 460 27 5.9%

6400 5949 451 7.6%

588 495 93 18.8%

$1091 920 $171 18.6%
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Auto Home
Years Ended December31

2011 2010 Change %Change

In millions

Operating Revenues

Premiums
$3000 $2923 77 2.6%

Net investment income
205 209 9%

Other revenues
33 22 11 500%

Total operating revenues 3238 3154 84 2.7%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 375 021 354 17 5%

Capitalization of DAC 453 48 1%

Amortization of DAC and VOBA 448 439 2.1%

Other expenses
792 769 23 3.0%

Total operating expenses
3162 2781 381 137%

Provision for income tax expense benefit
28 73 101

Operating earnings
104 300 $196 65.3%

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

In 2011 operating resultswere negatively impacted by severe weather including record numbers of tornadoes in the second quarter and Hurricane

Irene in the third quarter Policy sales decreased as the housing and new automobile sales markets remained sluggish resulting in decrease in

exposures However average premium per policy increased for both our homeowners and auto policies more than offsetting the negative impact from

the decrease in exposures

Adverse claims experience was the primary driver of the decrease in operating earnings Cataotrophe-related losses ihcreased $187 million

compared to 2010 mainly due to severe storm activity in the U.S during the second and third quarters of 2011 which resulted in $261 million of losses

The second quarter included catastrophe-related losses mainly due to record number of tornadoes for one-month period that resulted in damage in

many states The third quarter included catastrophe-related losses resulting from the impact from Hurricane Irene In addition current year

non catastrophe claim costs increased $75 million as result of higher claim frequencies in both our auto and homeowners businesses due primarily
to

more severe winter weather in the first quarter of 2011 and to non-catastrophe wihd and hail through the remainder of the year The negative impact of

these items was partially offset by additional favorable development of prior year losses of $23 million

The increase in average premium per policy in both our homeowners and auto businesses improved operating earnings by $60 million and the

decrease in exposures resulted in $4 million decrease in operating earnings as the negative impact from lower premiums exceeded the positive

impact from lower claims. Exposures are primarily each automobile for the auto line of business and each residence for the homeowners line of

business

The impact of the items discussed above can be seen in the unfavorable change in the combined ratio including catastrophes to 104.9% in 2011

from 94 6% in 2010 The combined ratio excluding catastrophes was 89 1% in 2011 compared to 88 1% in 2010

Higher commissions resulting from the increase in average premium per policy coupled with an increase in other volume related expenses

contributed to the decrease in operating earnings This increase is included in the $18 million increase in other expenses including the net change in

DAC

Japan
Years Ended December31

2011 2010 Change

in millions

Operating Revenues

Premiums $6325 $499 $5826

Universal life and investment type product policy fees 824 55 769

Net investment income
079 145 934

Other revenues
22 15

Total operating revenues
250 706 544

Operating Expenses

Policyholder benefits and claims and policyholder dividends 973 309 664

Interest credited to policyholder account balances 1561 123 1438

Capitalization of DAC 2250 149 2101

Amortization of DAC and VOBA 312 82 230

Amortization of negative VOBA 555 49 506

Other expenses
398 244 154

Total operating expenses
7439 560 6879

Provision for income tax expense benefit
635 52 583

Operating earnings
1176 $94 1082
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Unless otherwise stated all amounts discussed below are net of income tax

Our Japan operation is comprised of the Japanese business acquired in the Acquisition and remains among the
largest foreign life insurers in Japan

The stability of this business is evidehced by solvency margin ratio significantly in excess of the legally mandated solvency margin in Japan and above

average with respect to the industry Through our Japan operation we provide accident and health insurance life insurance annuities and endowment

products to both individuals and groups Japans operating earnings for 2010 include one month of results from the ALICO operations

The Japanese economy to which we face substantial exposure given our operations there was significantly negatively impacted by the March 2011

earthquake and tsunami Although we expect modest growth in the Japanese economy during 2012 disruptions to the Japanese economy are having

and will continue to have negative impacts on the overall global economy not all of which can be foreseen Despite the impact of the earthquake and

tsunami our sales results continued to show steady growth and improvement across our captive agent independent agent broker bancassurance
and direct marketing distribution channels

Japan reported premiums fees and other revenues of $7.2 billion for 2011 including $4.3 billion from accident and health insurance and $2.7 billion

from life insurance products distributed through our multi-distribution platform In addition during 2011 the Company incurred $39 million of incremental

insurance claims and operating expenses related to the March 2011 earthquake and tsunami

Other International Regions

Years Ended December 31

2011 2010

In millions

Operating Revenues

Premiums 6426 $3625 $2801 77.3%

Universal life and investment-type product policy fees

Net investment income 1995 1466

Other revenues 152 28

Total operating revenues 10319 6384
______

Operating Expenses

Pplicyholder benefits and claims and policyholder dividends 4724 3053 1671 54.7%

Interest credited to policyholder account balances 583 554

Capitalization of DAC

Amortization of DAC and VOBA

Amortization of negative VOBA

Interest expense on debt

Other expenses

Total operating expenses

.643 775 868

1120 490 630

64 56

66.7%

4164 2233 1931 86.5%

8885 5550 3335 60.1%

Provision for income tax expense benefit 398 148 250

Operating earnings 1036 686 350 510%

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

Sales results continued to show steady growth and improvement with increases over 2010 in essentially all of our businesses In the Asia Pacific

region sales continued to grow driven by strong variable universal life sales the launch of whole life cancer product in Korea and higher group sales

in the Australia business In Latin Ametca accident and health sales increased throughout the region In addition there was strong retirementsales

growth in Mexico as well as strong growth in Chiles immediate annuity products Our business in Europe experienced higher credit life sales and

continued growth in our variable annuity business

Reported operating earnings increased over 201 as result of the inclusion of full year of results of the ALICO operations other than Japan for

2011 compared to one month of results for 2010 The positive impact of changes in foreign currency exchange rates improved reported earnings by

$19 million for 2011 compared to 2010

In addition to the increase in operating earnings due to the ALICO operations other than Japan the current year benefited from business growth

most notably in Mexico Korea and Ireland These increases were partially offset by decrease in the Japan reinsurance business mainly due to market

performance The impact of the sale of the Companys interest in Mitsui Sumitomo MetLife Insurance Co LTD MSI MetLife on April 2011 also

decreased operating results for 2011 as no earnings were recognized in the current year

Net investment income increased
reflecting an increase from growth in average invested assets and decrease from lower yields The increase in

average invested assets reflects the Acquisition and growth in our businesses Beginning in the fourth quarter of 2010 investment earnings and interest

credited related to contractbolder-directed unit-linked investments were excluded from operating revenues and operating expenses as the

contractholder and not the Company directs the investment of the funds This change in presentation had no impact on operating earnings in the

current period however it unfavorably impacted the change in net investment income in 2011 when compared to 2010 as positive returns were

incurred in 2010 from recovering equity markets The corresponding favorable impact is reflected in interest credited expense Decreased yields reflect

the decreased operating joint venture returns from the sale of MSI MetLife in second quarter of 2011 the Acquisition as ALICOs acquired investment

portfolio has larger allocation to lower yielding government securities partially offset by the impact of higher inflation The change in net investment

income from inflation was offset by similar change in the related insurance liabilities

In addition to an increase associated with the Acquisition operating expenses increased primarily due to higher commissions and compensation

expenses in Korea Mexico Brazil and Ireland due to business growth portion which is offset by DAC capitalization

Change Change

1746 1265 481 38.0%

529 36.1%

124

3935 61.6%

29 5.2%
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Corporate Other

Years Ended December31

2011 2010 Change %Change

In millions

Operating Revenues

Premiums
10 11 9.1%

Net investment income 914 643 271 42.1%

Other revenues 319 391 72 8.4%

Total operating revenues
243 1045 196 18.9%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 14 22

Amortization of DAC and VOBA

Interest expense on debt 1294 1126 168 14.9%

Otherexpenses
627 467 160 34.3%

Total operating expenses
1930 580 350 22.2%

Provision for income tax expense benefit 552 366 186 50.8%

Operating earnings 135 169 34 20.1%

Less Preferred stock dividends 122 122

Operating earnings ava labia to common shareholders 257 291 34 11.7%

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

MetLife Inc completed four debt financings in August 2010 in connection with 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 floatng rate senor notes MetLife Inc also issued debt

securities in November 2010 wh oh are part of the $3.0 billion stated value of common equity units The proceeds from these debt issuances were

used to nance the Acquisition

Operating earnings available to common shareholders and operating earnings each increased $34 million primarily due to higher net investment

income and higher tax benefit These increases were partially offset by an increase interest expense of $1 09 million primarily resulting from the

2010 debt issuances decrease in earnings related to resolutions of certain legal maffers in 2010 and an increase in other expenses

Net investment income increased $176 million due to an increase of $130 million from higher yields and an ncrease of $46 mllion from growth in

average invested assets Yields were primarily impacted by tne decline in nterest rates as lower crediting rates were paid to the segments on the

economic capital invested on their behalf period over period lower returns in equity markets and lower returns on alternative investments An increase in

the average invested assets was primarily due to proceeds from the debt issuances referenced above Our investments primarily include stn.ictured

securities nvestment grade corporate fixed maturities mortgage loans and U.S Treasury and agency securities In addition our investment portfolio

includes the excess capital not allocated to the segments Accordingly it includes higher allocation to certain other invested asset classes to provide

additional diversification and opportunity for long-term yeld enhancement including leveraged leases other limited partnership interests real estate real

estate joint ventures trading and other securities and equity securities

Corporate Other also benefited in 2011 from higher tax benefit of $133 million over 2010 primarily due to $75 ml lion of charges in 2010 related

to the Health Care Act The higher tax benefit was also result of hgher utilization of tax preferenced investments which provide tax credits and

deductions

Results from our mortgage loan servicing business were lower driven by an increase in expenses of $31 million in response to both larger portfolio

and increased regulatory oversight In addition hedg ng results were lower by $21 million

The Company incurred $40 milion of expenses related to liquidation plan filed by the Department of Financial Services for ELNY in the third ouarter

of 2011 In addition the Company increased advertising costs by $15 Ilion and incurred higher internal resources costs for associates committed to

the Acqu sition of $13 million Minor fluctuations in various other expense categories such as interest on uncertain tax positions and discretionary

spending such as consulting and postemployment related costs offset each other and resulted in small increase to earnings Additionally the

reso utions of certain legal matters in the prior period resulted in $39 million of lower operating earnings for 2011
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Results of Operations

Year Ended December31 2010 Càmpared with the Year Ended December31 2009

Consolidated Results

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 porffolio and increased policy 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 201 from strong sales of structured settlement products Market penetration continues in our

pension closeout business in the U.K however although improving our domestic 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 While we 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 autonobile markets have

improved We experienced 30% increase in sales of retirement and savings products abroad
Years Ended December 31

2010 2009 Change %Change

In millions

Revenues

Premiums $27071 $26157 914 3.5%

Universal life and investment-type product policy fees 6028 5197 831 16.0%

Net investment income 17511 14741 2770 18.8%

Other revenues 2328 2329

Net investment gains losses 408 2901 2493 85.9%

Net dehvative gains losses 265 4866 4601 94.6%

Total revenues 52265 40657 11608 28.6%

Expenses

Policyholder benefits and claims and policyholder dividends 30670 29652 1018 3.4%

Interest credited to policyholder accouCt balances 4919 4845 74 1.5%

Capitalization of DAC 3299 2976 323 0.9%

Amortization of DAC and VOBA 2843 1289 1554

Amortization of negative VOBA 64 64
Interest expense on debt 1550 1044 506 48.5%

Otherexpenses 11734 11164 570 51%

Total expenses 48353 45018 3335 7.4%

Income loss from continuing operations before provision for income tax 912 361 273

Provision for income tax expense benefit 1165 2025 3190

Income loss from continuing operations net of income tax 2747 2336 5083

Income loss from discontinued operations net of income tax 39 58 19 32 8%

Net income loss 2786 2278 5064

Less Net income loss attributable to noncontrolling interests 32 28 87.5%

Net income loss attributable to MetLife Inc 2790 2246 5036

Less Preferred stock dividends 122 22

Preferred stock redemption premium

Net income loss available to MetLife Inc.s common shareholders 2668 2368 5036

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

During the year ended December 31 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 $518 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

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 variance was

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
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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 long-term and mid-term interest rates in the prior year had positive impact of $2.6 billion on our interest rate ddrivatives

$931 million of which is attributable to hedges of variable annuity minimum benefit guarantee liabilities which are accounted for as embedded

derivatives In addition 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 defivatives which we uhe to hedge variable annuity minimum beneft guarantees U.S dolar strengthening had

positive impact of $554 million on certain of our foreign currency derivatives which are used to hedge foreign-denominated asset and liability

exposures Finally widening corporate credt 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 estimated fair value reporteo in net derivative gains losses These embedded

derivatives also include an adjustment for nonperformance risk of the related liabilities carried at estmated fair value The $1 .4 billion unfavorable change

in embedded dervatives was primarily attributable to the impact of market factors ncluding falling long-term and d-term nterest 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 fore gn currency exchange

rates had negative impact of $468 million Equity volatility decreased more in the prior year than in the current year causng negatve impact of

$284 mIlion and stronger recovery in the equity markets in the prior year than in the current year had negatve 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 bill on

from losses of $1.3 billion in 2009 to losses of $62 million in 2010 This $62 million loss was net ofa $621 million loss related to refinement

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 tactors excluding the adjustment for

nonperformance risk which does not have an economic impact on the Company

Improved or stabllzing market conditons across severa1 invested asset classes and sectors as compared to the prior year resulted in decreases

impairments and in net realized losses from sales and disposals of investmentsin most components of our investment portfo io These decreases

coupled with decrease in the provision for credit losses bh mortgage loans dueto improved market conditions resulted in $1 .6 billion mprovement

in net investment gains losses

Income from continuing operations net of income tax for 2010 includes $138 million of expenses re ated to the acquisition and ntegration of ALICO

These expenses which primarily consisted of investment banking and legal fees are recorded in Corporate Other and are not component of

operating earnings

Income tax expense for the year ended December 31 2010 was $1 .2 bi lion or 30% of income from continuing operations before provision for

income tax compared with income tax benefit of $2.0 billion or 46% of the loss from continu ng 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% primer ly due to the impact of

certain permanent tax differences including non-taxable investment income and tax credits for investments low income housing in relaton to income

loss from cont nuing operations before income tax as well as certain foreign permanent tax differences

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

continuing operations as determined in accordance with GAAP to analyze our performance evaluate segment performance and locate resources

Operating earnngs is also measure by which senior managements and many other emp oyees performance is evaluated for the purpose of

determining ther compensation under applicable compensation plans We believe that the presentaton of operatng earnings as we measure it for

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

of the business Operating earnings should not be viewed as substitute for GMP income loss from continuing operations net of income tax

Operating eardings available to common shareholders increased by $1.6 billion to $3.8 billion 2010 from $2.2 billion in 2009

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

shareholders

Year Ended December 31 2010

Corporate Other

Insurance Retirement Benefit Auto International Corporate

Products Products Funding Home Japan Regions Other Total

In millions

Income loss from continuing operations net of income tax $1 367 792 $1 020 $295 $1 55 $574 $2747

Less Net investment gains losses 103 139 176 280 530 408

Less Net derivative gains losses 215 235 162 144 347 61 265

Less Other adjustments to continuing

operations1 244 381 140 12 439 914

Less Provision for income tax expense benefit J4 54 49 225 188 379

Operatingearnings $1321 $803 920 $300 $94 $686 169 3955

Less Preferred stock vidends
122 122

Operating earnings avalable to common shareholders .i $3833
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Less Net derivative gains losses

Less Adjustments related to net investment gains losses
and net derivative gains losses

Less Other adjustments to revenues1 151 39 190 116

Total operating revenues $26276 $6514 $7364 $3154 $706

Total expenses $24338 $5622 $5999 $2781 $664

Less Adjustments related to net investment gains losses

and net derivative gains losses 90 35

Less Other adjustments to expenses1 307 50 104

Total operating expenses $24244 $5280 $5949 $2781 $560

Year Ended December 31 2009

Total revenues $23476 $3975

Less Net investment gain$ losses 472 533

Less Net derivative gains losses 1786 1175

Less Adjustments related to net investment gains losses

and net derivative gains losses 27

Less Other adjustments to revenues1 81 51 ______ ______

Total operating revenues $25842 $5734
______ ______

Total expenses $24165 $4690

Less Adjustments related to net investment gains losses

and net derivative gains losses 39 739

Less Other adjustments to expenses1 309
______ ______

Total operating expenses $24127 5120
______ ______

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

Corporate Other
Insurance Retirement Benefit Auto international Corporate
Products Products Funding Home Japan Regions Other Total

In millions

Year Ended December31 2009

Income loss from continuing operations net of income tax 422 466 746 $321 $289

Less Net investment gains losses 472 533 1486 41 100
Less Net derivative gains losses 1786 11 75 672 39 798
Less Other adjustments to continuing operations1 146 379 121 206
Less Provision for income expense benefit 840 465 711

Operating earnings 1142 398 580 $322

Less Preferred stock dividends

Operating earnings available to common shareholders

See definitions of operating revenues and 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 Other

Insurance Retirement Benefit Auto International

Products Products Funding Home Japan Regions

In millions

Total revenues $26444 $6849 $7568 $3146 $669 $5685

Less Net investment gains losses 103 139 176 280

215 235 162 144 347

$734 $2336

269 2901

474 4866
332 480

364 216 2597

$451 539 2354

122 122

jj $2232

Corporate
Other Total

$1904 $52265

530 408

61 265

_____ 1450 1494

_____
$1045 $51443

$3032 $48353

125

_____ 1452 2284

_____
$1580 $45944

72

$6384

$5917

367

$5550

Corporate
Insurance Retirement Benefit Auto

Products Products Funding Home Japan

In millions

Other

International Corporate

Regions Other Total

$5231

1486

672

$3113

41

39

$3997 865

100 269

798 474

184 169 1283

$7205 $3115 $5064 325

$6400 $2697 $4495 $2571

$40657

2901

4866

27

1166

$47285

$45018

700

1359

$44359

63

$6337 $2697

37 951

$4458 $1620
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Consolidated Results Operating

Years Ended December 31

2010 2009 Change %Change

In millions

Operating Revenues

Premiums $27071 $26157 914 3.5%

Universal life and investment-type product policy fees 5817 5055 762 15.1%

Net investment income 16880 14600 2280 15.6%

Other revenues 1675 1473 202 13.7%

Total operating revenues 51443 47285 4158 8.8%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 29972 29104 868 3.0%

Interest credited -to policyholder account balances 4697 4849 152 3.1

Capitalization of DAC 3299 2976 323 10.9%

Amortization of DAC and VOBA 2802 2186 616 28.2%

Amortization of negative VOBA 57 57

Interest expense on debt 1139 1044 95 9.1%

Otherexpenses 10690 10152 538 5.3%

Total operating expenses 45944 44359 1585 3.6%

Provision for income tax expense benefit 1544 572 972

Operating earnings 3955 2354 1601 68.0%

Less Preferred stock dividends 122 122

Operating earnings available to common shareholders 3833 2232 $1 601 71 .7%

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

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

and an increase in average separate account balances which resulted in an increase in policy fee income Partially 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 $37 million for 2010 compared to 2009 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 the prior period impact of

pesification in Argentina and unfavorable claims experience

Net investment income increased from higher yields and 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 by the 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 the Acquisition and positive net cash flows

from growth in our domestic individual and group life businesses as well as certain international businesses 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 securites 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 benetits and claims decreased primarily in our 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 The impact from the growth in our structured settlement LTC 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 end other

revenues of $444 million most notably in our Retirement Products segment In addition changes in foreign currency exchange rates increased policy

tees by $52 million The improvement in fees is partially offset by greater DAC VOBA and DSI amortization of $325 million Policy fees are typically

calculated as percentage of the average assets in the separate accounts DAC VOBA and DSl 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

The reduction in the dividend scale in the fourth quaffer of 2009 resulted in $109 million decrease in policyholder dividends in the traditional life

business in the current period
--

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 mixed 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

Interest expense increased $62 million primarily as result of the full year impact of debt issuances in 2009 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
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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 $60 million increase related to the investment and growth in our

international businesses Changes in foreign currency exchange rates also increased other expenses by $54 million 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 was $35 million

reduction in real estate-related charges and $15 million of lower
legal

costs

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 tuture 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 Other International Regions 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 $82 million as compared to 2010 related to the utilization of tax preferenced investments which provide tax credits and deductions

Insurance Products

Years Ended December31

2010 2009 Change %Change

In millions

Operating Revenues

Premiums $17200 $17168 32 0.2%

Universal life and investment-type product policy fees 2247 2281 34 .5%

Net investment income 6068 5614 454 8.1%

Other revenues 761 779 __ J%
Total operating revenues 26276 25842 434 1.7%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 19075 19111 36 0.2%

Interest credited to policyholder account balances 963 952 11 1.2%

Capitalization of DAC 841 873 32 3.7%

Amortization of DAC and VOBA 966 725 241 33.2%

Interest expense on debt 83.3%

Other expenses 4080 4206 jj 3.0%

Total operating expenses 24244 24127 117 0.5%

Provision for income tax expense benefit 711 573 138 24.1%

Operating earnings 1321 1142 $179 15.7%

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 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 lives Our long-term care revenues were flat 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 of 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 eamings 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 was 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 and agency securities and to lesser extent certain other invested asset classes including other limited partnership interests real estate

joint 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 LTC and disability businesses
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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 2010

Claims experience varied aFnorigst lntfurance 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 seventy as well as favorable reserve refinements in 2010 In

addition an improvement in our LTC results was driven by favorable claim experience mainly due to higher terminations and less claimants in 2010

coupled with the impact of unfavorable reserve refinements in 2009 Our improved dental results were driven by higher enrollment and pricingactinns

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 agreement in 2009

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 2010 and 2009 increased DAC amortization

Certain events reduced operating earnings including the impact of benefit being recorded in 2009 of $17 million related to the positive resolution

of certain legal
matters and an increase in current income tax expense of $27 million resulting from an increase in our effective tax rate

Retirement Products

Years Ended December 31

2010 2009 Change Change

In millions

Operating Revenues

Premiums 875 920 45 4.9%

Universal life and investment-type product policy fees 2024 1543 481 31.2%

Net investment income 3395 3098 297 9.6%

Otherrevenues 220 173 47 27.2%

Total operating revenues 6514 5734 780 13.6%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 487 486 1%

Interest credited to policyholder account balances 612 688 76 5%

Capitalization of DAC 067 067

Amortization of DAC and VOBA 808 610 198 32.5%

Interest expehse on debt

Otherexpenses 2437 2403 34 1.4%

Total operating expenses
5280 5120 160 3.1%

Provision for income tax expense benefit 431 216 215 99.5%

Operating earnings
803 398 $405

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

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 alternativedistribution 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 $405 million increase in operating earnings with the largest impact resulting

from $343 million increase in policy fees and other revenues and $193 million increase in net investment income offset by $132 million increase

in DAC VOBA and DSI amortization and $39 million increase in commission expense resulting from growth in annuity contract balances

significant increase in average separate account balances was largely attributable to fayorable 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 $343 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 and agency 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
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Corporate Benefit Funding

Years Ended December31

2010 2009

In millions

Operating Revenues

Premiums $1938 $2264

Universal life and investment-type product policy fees

Net investment income 4954

Other revenues 246

Total operating revenues 7364

Operating Expenses

Policyholder benefits and claims and policyholder dividends 4041 4245

Interest credited to policyholder account balances 1445

Capitalization of DAC

Amortization of DAC and VOBA

Interest expense on debt

Other expenses 460

Total operating expenses 5949

Provision for income tax expense benefit 495

Operating earnings 920

Annuity guaranteed benefit liabilities net of decrease in paid claims increased benefits by $13 million primarily from our annual unlocking of

assumptions related to thesO liabilities

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 PAB5

________ _________
Change %Change

$326 14.4%

226 176 50 28.4%

4527 427 94%

_____ 238 3.4%

_____ 7205 159 2.2%

204 4.8%

1632 187 1i.5%

19 14 35.7%

16 15 6.7%

100.0%

______
456 09%

_____ 6337 Jj 6.1%

_____ 288 207 71.9%

_____
580 $340 58.6%

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

Corporate Benefit Funding benefited in 2010 from strong sales of structured settlement products and continued market penetration of our pension

closeout business in the 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 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 offsetby 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 indrease 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 pnmary 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 ventures and other limited partnership interests These 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 PAB5 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 U.S Treasuryand agency 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 pt manly in structured finance secutties 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 of 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 Certaih
crediting rates can move consistently with the underlying market

indices primatly LIBOR which were lower than the prior year Interest credited expense related to the structured settlement businesses increased

$40million 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 wab only slightly offset by favorable mortality experience in our structured settlements

business

Liability refinements in both 2010 and 2009 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
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Auto Home

Operating Revenues

Years Ended December31

2010 2009 Change %Change

In millions

Premiums $2923 $2902 $21

Net investment income
209 100 29

Otherrevenues
22 33 ill

Total operating revenues 3154 3115 39 1.3%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 2021

Capitalization of DAC 448

Amortization of DAC and VOBA 439

Other expenses
769 764 0.7%

Total operating expenses
2781 ______

Provision for income tax expense benefit ______ ______

Operating earnings 300
______

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 claifns experience partially offset by higher net investment

income and increased premiums

Cetastrophe-related losses increased by $58 million compared to 2009 due to increases in bbth the number and severity of storms The 2010 claim

costs decreased $19 million as result of lower frequenCies in both our auto and homeowners businesses hOwever this was pertially 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 loss adjusting expense liabilities at the end of 2009

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

$1 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 primarily 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 ihcrease 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 in income from retroactive reinsurance agreement in run-off both of which were recorded in other revenues 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

0.7%

16.1%

33.3%

1932 89

435 13

436

4.6%

3.0%

0.7%

_____ 2697 _$i 3.1%

73 96 24.0%

_____
322 6.8%
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Japan

Years Ended December 31

2010 2009 Change

In millions

Operating Revenues

Premiums $499 $499

Universal life and investment-type product policy fees 55 55

Net investment income 145 145

Other revenues

Total operating revenues _L
Operating Expenses

Policyholder benefits and claims and policyholder dividends 309 309

Interest credited to policyholder account balances 123 123

Capitalization of DAC 149 149
Amortization of DAC and VOBA 82 82

Amortization of negative VOBA 49 49
Other expenses 244 244

Total operating expenses 560 560

Provision for income tax expense benefit 52 52

Operating eamings $94 $94

Our Japan operation is comprised of the Japan business acquired in the Acquisition and is among the largest foreign life insurers in Japan Through

our Japan operation we provide life insurance accident and health insurance annuities and endowment products to both individuals and groups

Reported operating earnings reflect the operating results of ALICO from the Acquisition Date through November 30 2010 ALICOs fiscal year-end

Therefore Japans operating earnings for 2010 include one month of results from ALICO operations

Other International Regions

Years Ended December 31

2010 2009 Change Change

In millions

Operating Revenues

Premiums $3 625 $2 884 741 25 7%

Universal life and investment-type product policy fees 1265 1055 210 19.9%

Netinvestmentincome 1466 1111 355 32.0%

Other revenues 28 14 14 100.0%

Total operating revenues 384 064 320 26 1%

Operating Expenses

Policyholder benefits and claims and policyholder dividends 3053 2326 727 31 .3%

Interest credited to policyholder account balances 554 577 23 4.0%

Capitalization of DAC 775 587 188 32.0%

Amortization of DAC and VOBA 490 397 93 23.4%

Amortization of negative VOBA

Interest expense on debt 62.5%

Otherexpenses 2233 1737 496 28.6%

Total operating expenses 5550 4458 1092 24.5%

Provision for income tax expense benefit 148 155 4.5%

Operating earnings 686 451 235 52.1%

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

The improvement in the global financial markets has resulted in continued growth with an increase in sales in the current period compared to the

prior period excluding the results of our Japan joint venture Retirement and savings sales increased driven by strong annuity universal life and pension

sales in Europe Mexico Chile 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 vahable 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 Korea slightly offset by the decline in annuity sales and strong bank channel sales in China

Reported operating earnings increased by $235 million over the prior year The positive impact of changes in foreign currency exchange rates

improved reported earnings by $37 million for 2010 compared to 2009 Reported operating earnings reflect the operating results of ALICO operations
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other then Japan from the Acquisition Date through November 30 2010 which contributed $20 mu ion to our 2010 operating earnings As previously

noted ALICOs fiscal year-end is November 30 therefore our resu ts for the year include one month of results from ALICO operations other than Japan

Changes in assumptions for measuring the impact of inflation on certain inflation-indexed fixed maturity securit es ncreased operating earnings

Changes to the provison for income taxes in both periods contributed to an increase in operating earnings resulting from an unfavorable mpact in 2009

from change in assumpton regarding the repatriation of earnings and benefit the current year from additiona permanent reinvestment of earnings

the reversal of tax provisions and favorable changes in iabilites for tax uncertainties Business growth in our Latin America operaton contributed to an

increase in operating earnings Operating earnings in Mexico increased due to growth in our institutional and individual businesses partia ly offset by the

impact of unfavorable claims experience Higher nvestment yelds resulting from portfolio restructurng was the primary dryer in Argentina contributing to

an improvement in operating earnings Indias results benefited primarily due to lower expenses resulting from the loss of major distributor and slower

growth resu ng from market conditions

Partally offsetting these increases is the mpact of pesification in Argentina which favoraby impacted 2009 reported earnings by $95 million This

pror period benefit was due to ability release resulting from reassessment of our approach in manag ng existing and potentia future claims rested

to certain social securty pension annuity contractho ders in Argent na In addition operating earn ngs in Australia were lower which was primarily
due to

write-off of DAC attributable to change in product feature in the current period

Net investment ncome increased from growth in average invested assets and improved ye ds Growth in average invested assets ref ects growth in

our businesses Improved yields reflects the impact of increased infation prmarily in Chile as well as the impact of changes in assumptions for

measuring the effec of inflation on certain infation-indexed fixed maturity securities The increase in net investment income from higher inflation was

offset by an increase in the related insurance liabhtes due to higher nflation Although diversification into higher yeding investments had positve

impact on yields this was partially offset by decreased trading and other securities resu ts driven by stronger recovery in equity markets in 2009

compared .to 2010 primarily in Hong Kong and by decrease in the results of our operatng joint ventures The reducton in net investment income

from our trading portfolio is entirely offset by corresponding decrease the interest credited on the related contractbolder account balances and

therefore had no impact on operating earnings

In additon to an increase associated wth the Acquisition operating expenses increased due to the impact of the pesificat on in Argent na noted

above as well as current period busness growth in Korea Brazil and Mexico which resulted in increased commissions and compensation These

increases were partially offset by lower commissions and business expenses India

Corporate Other

Years Ended December31

2010 2009 Change %Change

In millions

Operating Revenues

Premiums 11 19 42.1%

Net investment income 643 70 573

Othmrevenes 391 236 155 65.7%

Total operating revenues 1045 325 720

Operating Expenses

Policyholder benefits and claims and polcyholder divdends 14 18

Amortization of DAC and VOBA 66.7%

Interest expense on debt 1126 1027 99 9.6%

Other expenses
467 586 jii 20.3o

Total operatng expenses 1580 1620 JQ 2.5%

Provision for income tax expense beneft 366 756 390 51 .6%

Operatng earnngs 169 539 370 68.6%

Less Preferred stock dividends 122 122

Operating earnings losses availabeto common shareholders 2ty 661 $370 56.0%

Un ess otherwise stated Al amounts discussed below are net of income tax

MetLife Inc completed four debt financings in August 2010 in anticipation of the Acquisition ssuing $1 .0 billion of 2.375% senior notes $1 billion

of 4.75% senior notes $750 million of 5.875% senior notes and $250 ml lion of floating rate senor notes MetLife Inc 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 fnance the Acquisitior

MetLife Inc completed three debt issuances in 2009 in response to the economc crisis ssuing $397 mi lion of eating rate senior notes March

2009 $1 .3 bil ion of senior notes in May 2009 and $500 ml lion of junior subord nated debt securities in July 2009 The proceeds from these debt

issuances were used for general corporate purposes

Operating earn ngs avai able to common shareholders and operating earnings wh ch excludes preferred stock vidends each ncreased

$370 million primarIy due to an increase in net investment income and reduction in operatng expenses partially offset by decrease in tax benefit

and an increase interest expense resulting from the debt ssuances noted above

Net investment income increased $372 millon reflecting an increase of $242 million due to higher yields
and an increase of $130 mu ion from growth

in average invested assets Yields were positively impacted by the effects of recover ng private equity markets and stabilizing real estate markets on

other limited partnershp nterests and real estate joint ventures This was partia ly offset by lower fixed maturities and mortgage loan ye ds which were

adversely impacted by the reinvestment of proceeds from maturties and saes during this lower nterest rate environment and from decreased trading

and other securities results due to stronger recovery equity markets 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 indested

assets was primarily due to higher cash collatera balances received from our derivative counterpart as and the temporary nvestment of the proceeds

from the debt and common stock issuances in anticipation of the Acquisition Our investments primarily mc ude structured finance securit as nvestment
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grade corporate fixed maturities mortgage loans and U.S Treasury and agency 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 for long-term yield enhancement including leveraged leases other limited partnership interests real estate real estate

joint ventures trading securities and equity securities

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 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 Additionally

the resolutions of certain legal matters increased operating earnings by $35 million

Positive results from our mortgage loan servicing business were driven by $32 million improvement in hedging results larger portfolio resulted in

higher servicing fees of $18 million This was partially offset by $10 million of additional expenses incurred in response to both the larger portfolio and

increased regulatory oversight

Interest expense increased $64 million primarily as result of the debt issuances in 2009 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 reducedthe tax deductibility of retiree health care costs to the extent of any Medicare Part subsidy received beginning

in 2018 Because the deductibility of future retiree health care costs is reflected in ourfinancial 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 As result we incurred $75 million charge in the first

quarter of 2010 The Health Care Act also amended Section 162m of the Internal Revenue Code of 1986 as amended 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 In

December 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 Corporate Other received larger benefit of $49 million as compared to 2010

related to the utilization of tax preferenced investments which provide tax credits and deductions

Effects of Inflation

Management believes that inflation has not had material effect on its consolidated results of operations except insofar as inflation may affect

interest rates

An increase in inflation could affect our 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 cannot be passed through in dur 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

Investmenf Risks The Companys primary investment objective is to optimize net of income tax risk-adjusted investment income and risk-

adjusted total return while ensuring that assets and liabilities are managed on 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 through product

design such as the use of market value adjustment features and surrender charges and through 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

Purchased credit default swaps are utilized by the Company to mitigate credit risk in its investment portfolio Generally the Company purchases

credit protection by entering into credit default swaps referencing the issuers of specific assets owned by the Compahy In certain cases basis risk

exists between these credit default swaps and the specific assets owned by the Company For example the Company may purchase credit protection

on macro basis to reduce exposure to specific industries or other portfolio concentrations In such instances the referenced entities and obligations

under the credit default swaps may not be identical to the individual obligors or securities in the Companys investment portfolio In addition the

Companys purchased credit default swaps may have shorter tenors than the underlying investments they are hedging However the Company

dynamically hedges this risk through the rebalancing and rollover of its credit default swaps at their most liquid tenors The Company believes that its

purchased credit default swaps serve as effective legal and economic hedges of its credit exposure

The Company generally enters into market standard purchased and written credit default swap contracts Payout under such contracts is triggered

by certain credit events experienced by the referenced entities For credit default swaps covering North American corporate issuers credit events

typically include bankruptcy and failure to pay on borrowed money For European corporate issuers credit events typically also include involuntary

restructuring With respect to credit default contracts on Western European sovereign debt credit events typically include failUre to pay debt obligations

repudiation moratorium or involuntary restructuring In each case payout on credit default swap is triggered only affer the Credit Derivatives

Determinations Committee of the International Swaps and Derivatives Association deems that credit event has occurred

Current Environment

The global economy and markets are still affected by period of significant stress that began in the second half of 2007 This disruption adversely

affected the financial services sector in particular and global capital markets The Federal Reserve Board has taken number of actions in recent years

to spur economic activity by keeping interest rates low and may take further actions to influence interest rates in the future which may have an impact
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on the pricing levels of risk-bearing investments See Risk Factors Governmental and Regulatory Actions for the Purpose of Stabilizing and

Revitalizing the Financial Markets and Protecting Investors and Consumers May Not Achieve the Intended Effect or Could Adversely Affect Our

Competitive Position in the 2011 Form 10-K

Beginnng in 2010 and continuing throughout 2011 concerns increased about capital markets and the solvency of certain European Union member

states including Portugal Ireland Italy Greece and Spain and of financial institutions that have sign ficant direct or indirect exposure to their soveregn

debt This in turn increased market volatility that will continue to affect the performance of various asset classes in 2012 and perhaps longer until there

is an ultimate reso ution of these European Union sovereign debt-related concerns

As resu of concerns about the ability of Portugal Ireland Italy Greece and Spain commonly referred to as Europes perimeter region to service

their sovereign debt these countries have experienced credit ratings downgrades including the downgrade ofGreeces sovereign debt in July 2011 by

Moodys Investors Service Inc Moodys and SP to Ca and CC ratings respectively rating designations of likely in or very near oetault tol owing

the announcement of the debt exchange proposal summarized below In Febn.Jary 2012 SP further downgraded Greece as described below

Despite support programs for Europes perimeter region concerns about the ability to service sovereign debt subsequently expanded to other European

Union member states As result in late 2011 and early 2012 several other European Union member states have experienced credit ratings

downgrades or have had their credit ratings outlook changed to negative As summarized below at December 31 2011 the Company did not have

significant exposure to the sovereign debt of Europes perimeter region Accordingly we do not expect such investments to have material adverse

effect on our resu ts of operations or financial condition Outside of Europes perimeter region the Companys sovereign debt corporate debt and

perpetual hybrid securities in Europe were concentrated in the United Kingdom Germany France the Netherlands and Poland wh ch are higher-rated

countries within the European Union as well in Switzerland and Norway which are two higher-rated non-European Union countries

Greece Support Program In July 2011 public sector support program for Greece of 109 bllion was announced as well as separate

voluntary debt exchange proposal for private sector holders of Greece sovereign debt known as Private Sector Involvement or PSI Private investors

that voluntarily participate in the initially proposed July PSI proposal which was expected to apply to Greeces sovereign debt maturing through 2019

were expected to incur osses on net present value basis of approxmately 20% on such securties In October 2011 rev sion the JJy PSI

proposal was announced which included voluntary 50% nominal discount on all maturities of Greece sovereign debt held by the private sector In

addition to ths the public sector Greece financing package was revised to 100 billion plus contribution of 30 billion from Greeces public sector

creditors to provide collateral enhancements on the exchanged Greece sovereign bonds under the October PSI proposal On February 21 2012 the

Euro Group which is comprised of the finance ministers of the member states of the European Union representatives of the European Commission and

the European Central Bank announced 130 billion support program that contains PSI proposal for voluntary 535% nominal discount on all

maturities of Greece sovereign debt held by the private sector On February 23 2012 Greeces Parliament retroactively inserted collective action

clauses in the documentation of certain series of its sovereign debt which has the effect of binding all private sector investors to accept the terms of

debt exchange if quorum of private sector investors accepts the debt exchange proposal Greece launched sovereign debt exchange otter on

February 24 2012 On February 27 2012 as result of the retroactive insertion of such collective action clauses SP downgraded Greeces cred

rating to SD rating of selective default It the Greece sovereign debt exchange offer is consummated SP has stated it will
likely consider the

selective default to have been cured and would kely raise the sovereign credit rating on Greece

Europes Perimeter Region Sovereign Debt Securi ties Our holdings of Greece sovereign debt were acquired in the Acquisition and our amortized

cost basis reflects recording such securities at estimated fair value on November 201 which was substantially below par partially mitigating our

impairment exposure During the year ended December 31 2011 we recorded non-cash impairment charges of $405 mIlion on our holdings of

Greeces sovereign debt In addition during the year ended December 31 2011 we sold
significant portion of our Europes perimeter region

sovereign debt thereby substantially reducing our exposure The par value amortized cost and estimated far value of holdings in sovereign debt of

Europes perimeter region were $874 ml lion $254 million and $264 million at December 31 2011 respectively and $1 .9 billion $1 .6 billion and $1 .6

billion at December31 2010 respectively
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Select European--Countries Investment Exposures Due to the current level of economic fiscal and political strain in Europes perimeter region

and Cyprus the Company continually monitors-and adjusts its level of investment exposure in these countries We manage direct and indirect

investment exposure in these countries through fundamental credit analysis The following table presents summary of investments by invested asset

class and related purchased credit default protection across Europes perimeter region by country and Cyprus

Summary of Select European Country Investment Exposure at December31 201 112
Fixed Matunty SecuritiesS

All Other

General Account Purchased

Financial Non-Financial Investment Total Credit Default Net

Sovereign Services Services Total Exposure45 Exposure6 Protection7 Exposure

In millions

Europe perimeter region

Portugal 16 164 184 193 5% $31 162 4%

Italy 30 242 995 267 80 347 33 11 336 33

Ireland 16 537 559 532 1091 26 1091 27

Greece 189 189 203 392 392

Spain 13 163 764 940 60 000 24 000 24

Total Europe perimeter

region 264 415 2460 3139 884 4023 97 J4 3981 97

Cyprus 80 80 34 114 114

Total $344 $415 $2 460 $3 219 $918 $4 137 100% $4 095 100%

As percent of total cash and

invested assets 01% 0.1% 0.4% 0.6% 0.2% 0.8% 0.0% 0.8%

Investment grade percent 41% 99% 93% 88%

Non investment grade

percent 59% 1% 7% 12%

Information is presented on country of risk basis the country where the issuer primarily conducts business

The Company has not written any credit default swaps with an underlying risk related to any of these six countries

Presented at estimated fair value The par value and amortized cost of the fixed maturity securities were $3 billion and $3 billion respectively at

December 31 2011

Comprised of equity securities FVO general account securities real estate and real estate joint ventures other limited partnership interests cash

cash equivalents and short term investments and other invested assets at carrying value See Note of the Notes to the Consolidated Financial

Statements for an explanation of the carrying value for these invested asset classes

Excludes FVO contractholder directed unit linked investments of $667 million which support unit linked variable annuity type liabilities and do not

qualify for separate account summary total assets and liabilities The contractholder and not the Company directs the investment of these funds

The related variable annuity type liability is satisfied from the contractholders account balance and not from the general account investments of the

Company

There were no unfunded commitments related to these investments as of December31 2011

Purchased credit default protection is stated at the estimated fair value of the swap For Portugal the purchased credit default protection relates to

sovereign securities and this swap had notional amount of $100 million and an estimated fair value of $31 million as of December31 2011 For

Italy the purchased credit default protection relates to financial services corporate securities and these swaps had notional amount of $80 million

and an estimated fair value of $1 million at December 31 2011 The counterparties to these swaps are financial institutions with SP credit ratings

ranging from to A- as of December 31 2011

European Region Investments The Company has investments across certain European Union member states and other countries in the region

that are not members of the European Union collectively the European Region In the European Region we have proactively mitigated risk in both

direct and indirect exposures by investing in diversified portfolio of high quality investments with focus on the higher-rated countries reducing our

holdings through sales of financial services securities during 2010 and 2011 and sales of Europes perimeter region sovereign debt in 2011 and by

purchasing certain single name credit default protection in 2010 and 2011 Our sales of financial services securities were focused on institutions with

exposure to Europes perimeter region lower preference capital structure instruments and larger positions Sovereign debt issued by countries outside

of Europes perimeter region comprised $8.4 billion or 97% of European Region sovereign fixed maturity securities at estimated fair value at

December 31 2011 The European Region corporate securities fixed maturity and perpetual hybrid securities classified as non-redeemable preferred

stock are invested in diversified portfolio
of primarily non-financial services securities which comprised $25.8 billion or 77% of European Region total

corporate securities at estimated fair value at December 31 2011 Of these European Region sovereign fixed maturity and corporate securities 92%

were investment grade and for the 8% that were below investment grade the majofty were non-financial services corporate securities at December 31

2011 European Region financial services corporate securities at estimated fair value were $7.6 billion including $5.9 billion within the banking sector

with 94% invested in investment grade rated corporate securities at December 31 2011

Rating Actions U.S Treasury Securities In August 2011 SP downgraded the IW\ rating on U.S Treasury securities to with negative

outlook while Moodys affirmed the Aaa rating on U.S Treasury securities but with negative outlook Fitch affirmed its AL\A rating on U.S Treasury

securities and kept its outlook stable In October 2011 Moodys affirmed its August 2011 ratings but revised its negative outlook to stable In November

2011 Fitch affirmed its 4AA rating on U.S Treasury securities but changed its U.S credit rating outlook to negative from stable citing the failure of

special Congressional committee to agree on certain deficit-reduction measures We continue to closely evaluate the implications on our investment

portfolio of further rating agency downgrades of U.S Treasury securities and believe our investment portfolio is well positioned In light of the related

market uncertainty we increased our liquidity position in July 2011 With the raising of the statutory
debt ceiling in August 2011 we have subsequently
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redeployed and reduced some of this increased liquidity posit on into higher yielding inveqtments according to our 4LM discipline Despite the

downgrade by SP yields on U.S Treasury securities have decreased since these actions causing an increase in the unrealized gain position on our

holdings of U.S Treasury and agency securities The SP downgrade initia ly had an adverse effect on financial markets but the extent of the longer-

term impact cannot be predicted See Risk Factors Concerns Over U.S Fiscal Policy and the Trajectory of the National Debt of the U.S as well as

Rating Agency Downgrades of U.S Treasury Securities Could Have an Adverse Effect on Our Business Financial Condition and Results of Operations

in the 2011 Form 10-K

Japan Investments The Japanese economy to which we face substantial exposure given our operations there was significantly negatvely

impacted by the March 2011 earthquake and tsunam Although we expect modest growth in the Japanese economy dur ng 2012 disruptions to the

Japanese economy are having and will continue to have negative mpacts on the overal global economy not all of which can be foreseen The

Companys investment in fixed maturity and equity securites Japan were $28.4 billion of which $21 .0 bi lion or 74% were Japan government and

agency fixed maturity securities at December31 2011

Summary Al of these factors have had and could continue to have an adverse effect on the financial results of companies in the financ al serv ces

industry including MetLife Such global economic conditions as well as the global financia markets continue to mpact our net investment income our

net investment gains losses and net derivative gains losses level of unrealized gains and losses within the various asset classes with our

investment portfolio and our allocation to lower yielding cash equivalents and short-term investments See Industry Trends and Risk Factors

Difficult Conditions in the Global Capital Markets and the Economy Generally May Materially Adversely Affect Our Bus ness and Results of Operations

and These Conditions May Not Improve in the Near Future in the 2011 Form 10-K
..
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Composition of Investment Portfolio and Investment Portfolio Results

The following yield table presents the investment income investment portfolio gains losses annualized yields on average ending assets and ending

carrying value for each of the asset classes within the investment portfolio as well as investment income and investment portfolio gains losses for the

investment portfolio as whole The yield table also presentsgains losses on derivative instruments which are used to manage risk for certain invested

assets and certain insUrance liabilities

At and for the Years Ended December31

2011 2010 2009

In millions

Fixed Maturity Securities

Yield 4.94% 5.54% 5.75%

Investment income234 15016 12567 11827

Investment gains losses3 932 255 1658
Ending carrying value23 $351011 $325391 $228070

Mortgage Loans

Yield1 5.53% 5.51% 5.38%

Investmentincome34 3162 2821 2734

Investment gains losses3 175 22 442

Ending carrying value3 61303 55457 50824

Real Estate and Real Estate Joint Ventures

Yield1

Investment income3

Investment gains losses3

Ending carrying value

Policy Loans

Yield1

Investment income

Ending carrying value

Equity Securities

Yield1

Investment income

Investment gains losses

Ending carrying value

Other Limited Partnership Interests

Yield1

Investment income

Investment gains losss

Ending carrying value

Cash and Short-Term Investments

Yield1
Investment income

Investment gains losses

Ending carrying value3

Other Invested Assets1
Investment income

Investment gains losses3

Ending carrying
value

Total Investments

Investment income yield1

Investment fees and expenses yield _________ _________ _________

Net Investment Income Yield1 35 _______ _______ _______

3.76% 1.10% 7.47%
307 77 541
230 40 156

8563 8030 6896

543% 6.38% 6.49%

641 649 641

11892 11761 9932

4.44% 4.40% 5.12%

141 128 176

23 104 399
3023 3602 3081

10.58% 14.99% 3.22%

681 879 174

18 356
6378 6416 5508

1.04% 0.61% 0.53%

155 81 93

2$ 2$
27750 22302 18385

454 492 335

32
23628 15430 12697

5.01% 5.51% 5.08%

0.13 0.14 0.14

4.88% 5.37% 4.94%

20557 17694 15439

546 465 432

20011 17229 15007

335 349 407

19676 16880 14600

$493548 $448389 $335393

553 193 3037
140 33 129

413 160 2908
1354 1180 1226

1058 840 1393
709 500 2741

413 160 2908
148 46 1068

265 114 1840

4545 614 5106
163 41 12

4708 573 5108
1643 144 1804

3065 429 3304

Investment income

Investment fees and expenses

Net investment income including divested businesses

Less net investment income from divested businessess

Net Investment Income3

Ending Carrying Value3

Investment portfolio gains losses including divested businesses

Less investment portfolio gains losses from divested businesses5

Investment portfolio gains losses356
Gross investment gains

Gross investment losses

Writedowna

Investment Portfolio Gains Losses356
Investment portfolio gains losses income tax expense benefit

Investment Portfolio Gains Losses Net of Income Tax

Derivative gains losses including divested businesses

Less derivative gains losses from divested businessess

Derivative gains Iosses356
Derivative gains losses income tax expense benefit

Derivative Gains Losses Net of Income Tax

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
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operations This yield table presentation consistent wth how we measure our nvestment performance for management purposes and we believe

it enhances onderstanding of our investment porttoi results

Yields are calculated as investment income as percent of average quarterly asset carrying values Investment income excludes recognized gains

and losses and retlects the operating revenue adjustments related to net investment income Asset carrying values exclude unreal zed investment

gains losses collateral received from counterpartes associated with our securites lendng program freestanding derivative assets colatera

received from derivative counterparties the effects of consol dating under GAAP certain VIEs that are treated as consolidated securitization entities

CSEs contractholder-directed unit-linked investments and securitized reverse residential mortgage oans yed not presented for other

invested assets as it is not considered meaningfu measure of performance for this asset class

Fxed maturity securities include $740 mill on $594 million and $2.4 bi Ion at estimated fair value of trad ng and other securities at December 31

2011 2010 and 2009 respectively Fixed maturity securities include $31 million $234 mill on and $400 mill on of investment income loss related

to trading and other securities for the years ended December 31 2011 2010 and 2009 respectively

As described in footnote above ending carrying values exclude contractholder-directed unit-linked investments reported within trad ng and

other securties securities held by CSE5 reported withn trading and other securit es and securtized reverse residential mortgage loans reported

wthin mortgage oans The related adiustments to ending carrying vaue investment income and nvestment gans osses by invested asset class

are presented be ow The adjustments to investment income net investment income and investment gans losses in the aggregate are as shown

footnote to this yield table The ad ustment to nvestment gains losses presented below and in footnote to this yeld table includes the effects

of remeasuring both the invested assets and ong-term debt in accordance with the FVO

At or for the Year Ended December 31 2011 At or for the Year Ended December31 2010

As Reported in the Excluded As Reported in the Excluded

Yield Table Amounts Total Yield Table Amounts Total

In millions In millions

Trading and Other Securities

included within Fixed Maturity

Securities

Endngcarryngvalue 740 $17528 18268 594 $17995 18589

Investment income 31 444 413 234 226 460

Investment gains losses 10 30 30

Mortgage Loans

Ending carrying value 61303 $10790 72093 55457 6840 62297

lnvestmentincome 3162 332 3494 2821 396 3217

Investment gäns losses 175 13 188 22 36 58

Cash and Short-Term

Investments

End ng carrying value 27750 2777 22302 39 22341

Total Investments

Ending carrying value $493548 $28339 $521 887 $448389 $24874 $473263

Investment income trom fxed maturty securities and mortgage Igans includes prepayment fees

For further nformation on Divested Businesses see Note of the Notes to the Consolidated Financial Statements Prior period yields
have been

recast to conform to the current period presentation to exclude from asset carrying ye ues freestanding derivatves and on latera received from

derivative counterparties Net investment income nvestment portfo io ga ns losses and derivatve gains osses are presented including and

excluding the impact of Divested Businesses Yields are calculated including the net investment ncome and ending carrying values of the Divested

Businesses

Net investment income investment portfolio gains losses and derivative gains losses presented in tb yield table vary from the most directly

comparable measures presented in the GASP consolidated statements of operations due to certain reclassifications affecting net nvestment

income net investment gans losses net dervative ga ns losses nterest credited to P0 icyholder account balances and other revenues and

excludes the effects of consolidating under GASP certain VIEs that are treated as CSE5 Such reclassif cations are presented in the taNes be ow

Years Ended December 31

2011 2010 2009

In millions

Net investment income in the above yield table $20011 $17229 $15007

Real estate dscontinued operatons deduct from net investment income 22

Scheduled periodic settlement payments on derivatives not qualifying for hedge

account ng deduct from net investment income add to net derivative gains losses 249 208 88

Equity method operating joint ventures add to net investment income deduct from net

dervative gains losses 23 130 156

Net investment income on contractho der-directed unit-I nked investments reported within

trading and other securties add to net investment income 453 211

Incremental net investment income from CSE5 add to net investment ncome 324 411

Net investment income GASP consolidated statements of operations $19606 $1 7511 $14741
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Years Ended December 31

2011 2010 2009

In millions

Investment portfolio gains losses in the above yield table 553 $1 93 $3037
Real estate discontinued operations deduct from net investment gains losses 96 14
Investment gOins losses related to CSEs add to net investment gains losses

Other gains losses add to net investment gains losses 223 JQ7 144

Net investment gains losses GAAP consolidated statements of operations 867 $2901

Derivative gains losses in the above yield table $4545 $61 $5 106

Scheduled periodic settlement payments on derivatives not qualifying for hedge

accounting add to net derivative gains losses deduct from net investment income 249 208 88

Scheduled periodic settlement payments on derivatives not qualifying for hedge

accounting add to net derivative gains losses deduct from interest credited to PAB5 19

Settlement of foreign currency eamings hedges add to net derivative gains losses deduct

from other revenues

Equity method operating joint ventures add to net investment income deduct from net

derivative gains losses 23 130 156

Net derivative gains losses GAAP consolidated statements of operations $4824 $4866

See Results of Operations Year Ended December 31 2011 Compared with the Year Ended December 31 2010 and Year Ended

December 31 2010 Compared with the Year Ended December 31 2009 for analyses of the year over year changes in net investment income 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 $350.3 billion and

$324.8 billion at estimated fair value or 67% and 69% of total cash and invested assets at December31 2011 and 2010 respectively Publicly-traded

fixed maturity securities represented $303.6 billion and $284.0 billion of total fixed maturity securities at estimated fair value at December 31 2011 and

2010 respectively or 87% of total fixed maturity securities at estimated fair value at both December 31 2011 and 2010 Privately placed fixed maturity

securities represented $46.7 billion and $40.8 billion at estimated fair value at December 31 2011 and 2010 respectively or 13% of total fixed maturity

securities at estimated fair value at both December31 2011 and 2010

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 $3.0 billion and $3.6 billion at estimated fair value or 0.6% and 0.8% of total cash and invested assets at

December 31 2011 and 2010 respectively Publicly-traded equity securities represented $1.7 billion and $2.3 billion at estimated fair value or 57%
and 64% of total equity securities at December 31 2011 and 2010 respectively Privately-held equity securities represented $1 .3 billion of total equity

securities at estimated fair value at both December 31 2011 and 2010 or 43% and 36% of total equity securities at estimated fair value at

December31 2011 and 2010 respectively

Upon acquisition the Company classifies perpetual securities that have attributes of both debt and equity as fixed maturity securities if the securities

have an interest rate step-up feature which when combined with other qualitative factors indicates that the securities have more debt-like

characteristics while those with more equity-like characteristics are classified as equity securities within non-redeemable preferred stock Many of such

securities commonly referred to as perpetual hybrid securities have been issued by non-U.S financial institutions that are accorded the highest two

capital treatment categories by their respective regulatory bodies i.e core capital or Tier capital and perpetual deferrable securities or Upper Tier

capital The following table presents the amount and classification of perpetual hybrid securities held by the Company at

December31

2011 2010

Classification Estimated Estimated

Fair Fair

Consolidated Balance Sheets Sector Table Primary Issuers Value Value

In millions

Fixed maturity securities Foreign corporate securities Non-U.S financial institutions 523 2008

Fixed maturity securities U.S corporate securities U.S financial institutions 226 83

Equity securities Non-redeemable preferred stock Non-U.S financial institutions 440 1043

Equity securities Non-redeemable preferred stock U.S financial institutions 350 236

The Companys holdings in redeemable preferred stock with stated maturity dates commonly referred to as capital securities were primarily issued

by financial institutions and have cumulative interest deferral features The Company held $1 billion and $2 billion at estimated fair value of such

securities at December 31 2011 and 2010 respectively which are included in the U.S and foreign corporate securities sectors within fixed maturity

securities

Valuation of Secunties We are responsible for the determination of estimated fair value The estimated fair value of publicly traded 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 whereas for privately placed securities estimated fair value is determined after considering one of three

primary sources of information market standard internal matrix pricing market standard internal discounted cash flow techniques or independent pricing

services after we determine their use of available observable market data Discounted cash flow techniques rely upon the estimated future cash flows of

the security credit spreads of comparable public securities and secondary transactions as well as other factors including the credit quality of the issuer

and the reduced liquidity associated with privately placed debt securities For publicly-traded securities the number of quotations obtained varies by

instnjment 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 data about market transactions and inputs from multiple
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pricing sources that are market bbservable or can be derived principally from or corroborated by observable market data See Note of the Notes to the

Consolidated -Financial Statements for discussion of the types of market standard valuation methodologies utilized and key assumptions and

observable inputs used in applying these standard valuation methodologies When price is not available in the active market or through an

independent pncing service management will value the security primarily using market standard internal matrix pricing or discounted cash flow

techniques dnd non-binding quotations from independent brokers who are knowledgeable about these securities Independent non-binding broker

quotatiOns utilize inputs that may be difficult to corroborate with observable market data As shown in the following section less than 1% of our fixed

matunty securities were valued using non binding quotations from independent brokers at December31 2011

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 when applied are based upon established policies

and are applied consistently over time We review our valuation methodologies on an ongoing basis and revise when necessary based on changing

market conditions 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 our controls designed to ensure that the financial assets and financial liabilities

are appropriately valued and represent an exit price We utilize several controls including certain monthly controls which include but are not limited to

analysis of portfolio returns to corresponding benchmark returns comparing sample of executed prices of securities sold to th fair value estimates

comparing fair value estimates to managements knowledge of the current market reviewing the bid/ask spreads to assess activity comparing prices

from multiple pricing sources when available reviewing independent auditor reports regarding the controls over valuation of securities employed by

independent pncing services and ongoing due diligence to confirm that independent pricing services use 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

inputscan be corroborated by observable market data

The Company also applies 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 we will seek independent non-binding broker quotes or use an internally developed valuation to override these

prices As described below such ovenideshave not been material Our internally developed valuations of current estimated fair value which reflect our

estimates of liquidity and non performance risks compared with pncing received from the independent pncing services did not produce material

differences for the vast majority
of our fixed maturity secunties portfolio This is in part because our internal estimates of liquidity and non performance

risks are generally based on available market evidence and estimates used by other market participants In the absence of such market-based

evidence managements best estimate is used As result we generally use the price provided by the independent pricing service under our normal

pricing protocol

The Company has reviewed the significance and observability of inputs used in the valuation methodologies to determine the appropnate 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 lowest level
significant input to its valuation Certain secunties have been classified into Level because of unadjusted quoted prices

and high volumes of trading activity and narrow bid/ask spreads Most securibes 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 secunties and certain below investment grade privately placed fixed matunty secunties priced by

independent pncing services that use observable inputs have been classified within Level Distressed pnvately placed fixed maturity secunties have

been classified within Level Below investment grade pnvately placed fixed matunty securities and less liquid secunties with very limited trading activity

where estimated fair values are determined by independent pricing services or by non-binding quotations from independent brokers that uge inputs that

may be difficult to corroborate with 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 See Note of the Notes to the Consolidated Financial Statements for further information regarding the valuation techniques and inputs by level

within the three level fair value hierarchy by major classes of invested assets

Quarterly we evaluate and monitor the markets in which our fixed maturity and equity securities trade and in our judgment despite reduced levels of

liquidity discussed above believe none of these fixed matunty and equity securities trading markets should be charactenzed as distressed and

disorderly

Fair Value Hierarchy end Level Roilforward Fiyed Maturity and Equity Secud ties 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 2011

Fixed Maturity Equity

Securities Securities

In millions

Level

Quoted prices in active markets for identical assets 19987 5.7% 819 27.1%

Level

Independent pncing source 275 575 78 497 16

Internal matrix pricing or discounted cash flow techniques 36944 10.5 988 32.7

Significant other observable inputs 312519 892 1485 49.1

Level

Independent pncing source 178 513 17

Internal matrix pricing or discounted cash flow techniques 8138 23 158 5.2

Independent broker quotations
449 04 48 16

Significant unobservable inputs 17 765 51 719 238

Total estimated fair value $350271 100.0% $3023 100.0%
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December 31 2011

Fair Value Measurements Using

Quoted

Prices in Significant

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 99001 6784 $105785

Foreign corporate securities 59648 4370 64018

Foreign government securities 76 50138 2322 52536

Residential mortgage-backed securities RMBS 41035 1602 42637

U.S.Treasuryandagencysecurities 19911 20070 31 40012

Commercial mortgage-backed securities CMBS -- 18316 753 19069

State and political subdivision securities 13182 53 13235

Asset-backed securities ABS 11129 1850 12979

Other fixed maturity securities

Total fixed maturity securities $19987 $312519 $17765 $350271

Equity Securities

Common stock 819 1105 281 2205

Non-redeemable preferred stock 380 438 818

Total equity securities 819 1485 719 3023

The composition of fair value pricing sources for and significant changes in Level securities at December 31 2011 are as follows

The majority of the Level fixed maturity and equity securities 83% as presented above were concentrated in tour sectors U.S and foreign

corporate securities foreign government securities and ABS
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 consist of less liquid fiyed 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 Alt-A

and sub-prime 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 less liquid foreign government securities and less liquid ABS

During the year ended December 31 2011 Level fixed maturity securities decreased by $5.0 billion or 22% The decrease was driven by

net transfers out of Level partially offset by net purchases in excess of sales and increase in estimated fair value recognized in accumulated

other comprehensive income loss See analysis of transfers into and/or out of Level below The increase in net purchases in excess of

sales of fixed maturity securities were concentrated in ABS and foreign government securities and the increase in estimated fair value

recognized in accumulated other comprehensive income loss for fixed maturity securities was concentrated in U.S corporate securities due

in part to decrease in interest rates

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 2011

Fixed Maturity Equity

Securities Securities

In millions

Balance beginning of period $22716 $1 173

Total realized/unrealized gains losses included in

Eamings1 48 57

Other comprehensive income loss 403 10

Purchases 4907 109

Sales 4219 462

Transfers into Level 599 12

Transfers out of Level 6689 66D

Balance end of period.. $17765 719

Total gains and losses in earnings and other comprehensive income loss are calculated assuming transfers into or out of Level occurred at the

beginning of the period Items transferred into and out for the same period are excluded from the roliforward Total gains losses for fixed maturity

securities included in earnings of $7 million and other comprehensive income loss of $9 million were incurred on these securities subsequent to

their transfer into Level for the year ended December31 2011 respectively

An analysis of transfers into and/or out of Level for the year ended December 31 2011 is as follows

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
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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 into and/or out of Level assets andliabilities for

the year ended December 31 2011 are summarized below

During the year ended December31 2011 fixed maturity securities transfers into Level of $599 million resulted primarily from current market

conditions characterized bya lack of trbding aritivity
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 U.S and foreign corporate securities and foreign

government securities

During the year ended December 31 2011 fixed maturity securities transfers out of Level of $6.7 billion 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 obtain pricing from or corroborate pricing received from

independent pricing services with observable inputs or there were increases in market activity and upgraded credit ratings primarily for ABS

foreign govemment securities U.S and foreign corporate securities and RMBS

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 Note of the Notes to the Consolidated Financial Statements 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 See Note of the Notes to the Consolidated Financial Statements for information about

Fixed maturity and equity securities on sector basis and the related cost or amortized cost gross unrealized gains and losses including the

noncredit loss component of OTTI loss and estimated fair value of such securities at December 31 2011 and 2010

Government and agency securities holdings in excess of 10% of the Companys equity at December31 2011 and 2010 and

Maturities of fixed maturity securities at December31 2011 and 2010

Fixed Maturity Securities Credit Quality Ratings The Securities Valuation Officeof the National Association of Insurance Commissioners NAIC
evaluates the fixed maturity security investments of insurers for regulatory reporting and capital assessment purposes and assigns securities to one of

six credit 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 Organizations

NRSROs for marketable fixed maturitysecurities called rating agency designations except for certain structured securities as ddscribrid below

NAIC ratings and include fixed matunty securities generally considered investment grade rated Baa3 or better by Moody or rated BBB or

better by SP and 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 Rating agency designations are

based on availability of applicable ratings from rating agencies on the NAIC acceptable rating organizations list including Moodys SP Fitch and

Realpoint LLC If no rating is available from rating agency then an internally developed rating is used

The NAIC adopted revised rating methodologies for certain structured securities comprised of non-agency RMBS CMBS and ABS 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 appropriate capital requirement for such structured securities The revised methodologies reduce

regulatory reliance on rating agencies and allow for greater regulatory input into the assumptions used to estimate expected losses from structured

securities The Company applies the revised NAIC rating methodologies to structured securities held by MetLite Inc.s insurance subsidiaries that file

NAIC statutory financial statements The NAICs present methodology is to evaluate structured securities held by insurers using the revised NAIC rating

methodologies on an annual basis If such insurance subsidiaries of the Company acquire structured securities that have not been previously evaluated

by the NAIC but are expected to be evaluated by the NAIC in the upcoming annual review an internally developed rating is used until final rating

becomes available

The four tables below present fixed maturity securities based on rating agency designations and equivalent designations of the NAIC with the

exception of certain structured securities described above These structured securities are presented based on 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 e.g Aaa/AA amounts

and percentages presented herein are based on rating agency designations without adjustment for the revised NAIC methodologies described above

The following table presents total fixed maturity securities by NRSRO designation and the equivalent designations of the NAIC except for certain

structured securities which are presented as described above as well as the percentage based on estimated fair value that each designation is

comprised of at

December 31

2011 2010

Estimated Estimated

NAIC Amortized Fair of Amortized Fair of

Rating Rating Agency Designation Cost Value Total Cost Value Total

In millions

Aaa/Aa/A $230195 $246786 70.5% $226639 $231198 71.2%

Baa 73352 78531 .22.4 65412 68729 21.2

Ba 14604 14375 4.1 15331 15290 4.7

9437 8849 2.5 8742 8308 2.6

Caa and lower 2142 1668 0.5 1340 1142 0.3

In or near default 81 62 153 130

Total fixed maturity securities $329811 $350271 100% $317617 $324797 lOOfl%
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The following tables present total fixed maturity securities based on estimated fair value by sector classification and by NRSRO designation and the

equivalent designations of the NAIC except for certain structured securities which are presented as described above that each designation is

comprised of at December 31 2011 and 2010

Fixed Maturity Securities by Sector Credit Quality Rating at December31 2011

Presented using the revised NAIC rating methodologies described above

Within fixed maturity securities reclassification from the ABS sector to the RMBS sector has been made to the prior year amounts to conform to

the current year presentation for securities backed by sub-prime residential mortgage loans to be consistent with market convention relating to the

risks inherent in such securities and the Companys management of its investments within these asset sectors

The following table presents selected information about certain fixed maturity securities held at

December 31

2011 2010

In millions

Below investment grade or non-rated fixed maturity securities

Estimated fair value $24954

Net unrealized gains losses 1310

Non-income producing fixed maturity securities

Estimated fair value 62

Net unrealized gains losses 19

NAIC Rating

Rating Agency Designation Aaa/Aa/A Baa Ba

In millions

51045 $41533 8677 $4257

33403 26383 2915 1173

42360 7553 1146 1281

36699 1477 1450 2026

Total

In or Near Estimated

Default Fair Value

Gas and

Lower

271

140

196

933

U.S corporate securities

Foreign corporate securities

Foreign govemment securities

RMBS1

U.S Treasury and agency
securities

CMBS1

State and political

subdivision securities

ABS1

Other fixed maturity securities

Total fixed maturity securities

Percentage of total

NAIC Rating

Rating Agency Designation

$2

52

$105785

64018

52536

42637

40012 40012

18403 388 125 57 96 19069

12357 842 23 13235

12507 355 39 50 24 12979

$246786 $78531 $14375 $8849 $1668 $62 $350271

70.5% 22.4% 4.1% 2.5% 0.5% 100.0%

Fixed Maturity Securities by Sector CreditQuality Rating at December 31 2010

Aaa/Aa/A Baa Ba

$34259

24352

7184

1196

U.S corporate securities

Foreign corporate securities

Foreign government securities

RMBS12
U.S Treasury and agency securities

CMBS1

State and political subdivision

securities

ABS12
Other fixed maturity securities

Total fixed maturity securities

Percentage of total

Total

Caa and In or Near Estimated

Lower Default Fair Value

In millions

7633 $3452 353 40 91772

2474 1454 169 67888

2179 1080 42002

2411 2054 497 54 45852

33304

20675

46035

39430

31559

39640

33304

19385

9368

12477

$231198

71.2%

665 363 205 56

722

348

$68729

21.2%

59 60

32

198

$15290

4.7%

10129

26 13168

$8308

2.6%

$1142

0.3%

$130 $324797

1000%

$24870

696

130

23
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Corporate fixed maturity securities by sector

Foreign corporate fixed maturity securities1 64018 37.7% 67888 425%

U.S corporatefixed matjrity securities by industry

Industrial 26962 15.9 22070 13.8

Consumer 26739 15.7 21482 13.5

Finance 20854 12.3 20785 13.0

Utility
19508 11.5 16902 10.6

Communications 8178 4.8 7335 4.6

Other 3544 3198

Total $169 803 1000% $159660 1000%

Includes dollar denominated and foreign denominated debt obligations of foreign obligors and other foreign fixed matunty securities

December 31

2011 2010

Estimated Estimated

Fair of Total Fair of Total

Value Investments Value Investments

In millions In millions

Concentrations within corporate fixed matunty secunties

Largest exposure to single issuer 642 3% 291 5%

Holdings in ten issuers with the largest exposures $10 716 1% $14 247 1%

Structured Securities The following table presents information about structured securities at

December31

U.S and Foreign Corporate Fixed Maturity Securities 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

information for and foreign corporate securities at

December 31

2011

Estimated

Fair of

Value Total

In millions

2010

Estimated

Fair of

Value rotal

In millions

2011 2010

Estimated Estimated

Fair of Fair of

Value Total Value Total

In millions

RMBS $42637 57.1% $45852 57.5%

CMBS 19069 25 20 675 260

ABS 12979 174 13168 165

Total structured securities $74685 100.0% $79695 100%

Ratings profile

RMBS rated Aaa/AAA $31690 74.3% $36244 79.0%

RMBS rated NAIC $36699 86.1% $39640 86.5%

CMBS rated Aaa/PAA $15785 82.8% $16901 81.7%

CMBS rated NAIC $18403 96.5% $19385 93.7%

ABS rated Aaa/AM 8223 63.4% $10252 77.9%

ABS rated NAIC $12507 96.4% $12477 94.8%
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RMBS The table below presents information on RMBS holdings at

December 31

2011 2010

Estimated Estimated
Fair %of Fair %of

Value Total Value Total

In millions In millions

By security type

Collateralized mortgage obligations $23392 54.9% $23422 51 .1%

Pass-through securities 19245 45.1 22430 49
Total RMBS $42637 100.0% $45852 100.0%

By risk profile

Agency $31055 72.8% $34254 74.7%

Prime 5959 14.0 6258 13.7

Alt-A 4648 10.9 4221 9.2

Sub-prime 1119

Total RMBS $42637 100% $45852 100.0%

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 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 governm8nt agency or investment bank which collects the payments and for fee remits or

passes these payments through tothe holders of the pass-through securities

The majority ofRMBS held by the Company was rated AaaA by Moodys SP or Fitch and the majority was rated NAIC by the NAIC at

December 31 2011 and 2010 as presented above Agency RMBS were guaranteed or otherwise supported by FNMA FHLMC or GNMA
Non-agency RMBS include prime Alt-A and.sub-prime RMBS Prime residential mortgage lending includes the origination of residential mortgage loans

to the most creditworthy borrowers withhigh quality credit profiles Alt-A is 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 prime and Alt-A RMBS are resecuftization of real estate mortgage investment conduit Re-REMIC securities Re-REMIC RMBS involve

the pooling of previous issues of prime and Alt-A 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

At December 31 2011 and 2010 the Companys AItLA securities portfblio 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 93% and 91% at

December 31 2011 and 2010 respectiv8ly which have performed better than both option ARMs and hybrid ARMs in the overall Alt-A market The

Companys Alt-A RMBSholdings had unrealized losses of $871 million and $670 million at December 31 2011 and 2010 respectively Approximately

7% and 16% of this portfolio was rated Aa or better at December31 2011 and 2010 respectively

The sub-rime RMBS had unrealized losses of million and $317 million at December 31 2011 and 2010 respectively At December 31

2011 approximately 21% of this portfolio was rated Aa or better of which 79% was in vintage year 2005 and prior At December 31 2010

approximately 54% of this portfolio was rated Aa or better of which 88% was in vintage year 2005 and prior These older vintages from 2005 and prior

benefit from better underwriting improved credit enhancement levels and higher residential property price appreciation Approximately 69% and 66% of

this portfolio was rated NAIC or better at December 31 2011 and 2010 respectively The slowing U.S housing market greater use of affordable

mortgage products relaxed underwriting standards for some originators of sub-prime residential mortgage loans have led to higher delinquency and

loss rates esecially 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 residential mortgage loans as compared to historical levels
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CMBS The following tables present holdings of CMBS by rating agency designation and by vintage year at

December 31 2011

December 31 2010

74 71 28 24 8023

181 175 91 68 4254

263 255 73 66 4057

385 398 166 156 2341

119 108 122 133 1521

12 ______

_____ ______ _____
$1022 $1007 $480 $447 $20213 _____

81.7% 6.4% 4.8% 4.9% ____
The tables above reflect rating agency designations assigned by nationally recognized rating agencies including Moodys SP Fitch and Realpoint

LLC

The weighted average credit enhancement of the Companys CMBS holdings was 27% and 26% at December 31 2011 and 2010 respectively

This credit enhancement percentage represents the current 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 The following table presents information about ABS held at

December 31

By collateral type

Creditcard loans 4038 31.1% 6027 45.8%

Collateralized debt obligations 2575 19.8 1798 13.7

Student loans 2434 18.8 2416 18.3

Automobile loans 977 7.5 605 4.6

Other loans 2955 22.8 2322 17.6

Total $12979 100.0% $13168 100.0%

Evaluation of Fixed Maturity Securities and Equity Securities Available-for-Sale for Other-Than-Temporary Impairment

See the following sections within Note of the Notes to the Consolidated Financial Statements for information about the evaluation of fixed maturity

securities and equity securities available-for-sale for 0111

Evaluating available-for-sale securities for other-than-temporary impairment

Below

Investment

Aaa As Baa Grade Total

Amortized Estimated Amortized Estimated Amortized Estimated Amortized Estimated Amortized Estimated Amortized Estimated

Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value

In millions

2003 Prior 5574 5677 176 176 91 88 54 52 29 27 5924 6020

2004 3586 3730 430 440 135 129 83 80 32 25 4266 4404

2005 3081 3318 427 432 277 269 184 175 31 28 4000 4222

2006 1712 1835 245 237 89 83 118 110 123 106 2287 2371

2007 643 665 395 332 163 138 67 71 94 88 1362 1294

2008 25 27 25 27

2009

2010 60 66 63 69

2011 536 557 92 96 638 662

Total $15135 $15785 $1674 $1618 $847 $803 566 554 $343 $309 $18565 $19069

Ratings Distribution 82.8% 8.5% 4.2% 2.9% 1.6% 100.0%

Aaa

Amortized Estimated

Cost Fair Value

7411 7640

3489 3620

3113 3292

1463 1545

840 791

$16329 $16901

Below

Investment

Grade

Amortized Estimated

Cost Fair Value

2003 Prior

2004

2005

2006

2007

2008

2009

2010

Total

Ratings Distribution

As

Amortized Estimated

Cost Fair Value

282 282

277 273

322 324

159 160

344 298

$1384 $1337

Baa

Amortized Estimated Amortized Estimated

Cost Fair Value Cost Fair Value

In millions

$228 $227

216 209

286 280

168 168

96 95

___ ___
$998 $983

_____ _____

Total

Amortized Estimated

Cost Fair Value

8244

4345

4217

2427

1425

______ 12

_______
$20675

100.0%

2011

Estimated

Fair of

Value Total

In millions

2010

Estimated

Fair %of
Value Total

In millions
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Net unrealized investment gains losses

Continuous gross unrealized losses and GUI losses for fixed maturity and equity securities available-for-sale by sector

Aging of gross unrealized lpsses and GUI losses for fixed maturity and equity securities available-for-sale

Concentration of grOs unrealized losses and 0111 losses for fixed maturity and equity securities available-for-sale and

Evaluating temporarily impaired available-for-sale securities

lrading 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 R/G 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 qualify for presentation 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 PAB5 through interest credited to policyholder account balances FVG Securities also include securities held by CSEs former qualifying

special purpose entities Trading and other securities were $18.3 billion and $18.6 billion at estimated fair value or 3.5% and 3.9% of total cash and

invested assets at December 31 2011 and 2010 respectively See 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 and investments pledged to secure

short sale agreement liabilities at December31 2011 and 2010

Trading and other securities and trading short sale agreement liabilities measured at estimated feir value on recumng basis and their

corresponding fair value hierarchy are presented as follows

December 312011

Trading and Other Trading

Securities Liabilities

In millions

Quoted prices in active markets for identical assets and liabilities Level 7572 41% $124 98%

Significant other observable inputs Level 9287 51

Significant unobservable inputs Level 1409

Total estimated fair value $18268 100% $127 100%

rollforward of the fair value measurements for trading and other securities measured at estimated fair value on recurring basis using gnificant

unobservable Level inputs for the year ended December31 2011 is as follows

Year Ended

December31 2011

In millions

Balance beginning of period 822

Total realized/unrealized gains losses included in eamings

Purchases 1246

Sales 519

Transfers into Level 121

Transfers out of Level 259

Balance end of period $1409

See Summary of Critical Accounting Estimates for further information on the estimates and assumptions that affect the amounts reported

above

See Note of the Notes to the Consolidated Financial Statements for further information about the valuation techniques and inputs by level of major

classes of invested assets that affect the amounts reported above

Net Investment Gains Losses Including OTT Losses Recognized in Earnings

See Note of the Notes to the Consolidated Financial Statements for tables that present

The components of net investment gains losses for the years ended December31 2011 2010 and 2009

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 2011 2010 and 2009

Fixed maturity security GUI losses recognized in eamings by sector and industry within the U.S and foreign corporate securities sector for the

years ended December31 2011 2010 and 2009 and

Equity security GUI losses recognized in earnings by sector and industry for the years ended December31 2011 2010 and 2009

GveMew of Eyed Maturity and Equity Security 0777 Losses Recognized in Earnings Impairments of fixed maturity and equity securities were

$1 .0 billion $484 million and $1 .9 billion for the years ended December31 2011 2010 and 2009 respectively Impairments of fixed maturity securities

were $955 million $470 million and $1 .5 billion for the years ended December31 2011 2010 and 2009 respectively Impairments of equity securities

were $60 million $14 million and $400 million for the years ended December31 2011 2010 and 2009 respectively

The Companys credit-related impairments of fixed maturity securities were $645 million $423 million and $1 .1 billion for the years ended

December31 2011 2010 and 2009 respectively

The Companys three largest impairments totaled $499 million $105 million ad $508 million for the years ended December 31 2011 2010 and

2009 respectively

The Company records 0Th losses charged to eamings 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
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Explanations of changes in fixed maturity and equity securities impairments are as follows

Year Ended December 31 2011 compared to the Year Ended December 31 2010 --- Overall OTfl losses recognized in earnings on fixed

maturity and equity securities were $1 .0 billion for the current year as compared to $484 million in the prior year The increase in OTTI losses on

fixed maturity and equity securities primarily reflects impairments on Greece sovereign debt securities of $405 million as result of the reduction in

the expected recoverable amount see Investments Current Environment and intent-to-sell fixed maturity security impairments on other

sovereign debt securities due to the repositioning of the acquired ALICO portfolio into longer duration and higher yielding investments resulting
in

total sovereign debt security impairments of $486 million recognized in 2011 In addition intent-to-sell impairments related to the Divested

Businesses of $154 million were recognized in 2011 primarily
concentrated in the RMBS sector These increased impairments were partially offset

by decreased impairments in the CMBS ABS and corporate sectors reflecting improving economic fundamentals

Year Ended December 31 2010 compared to the Year Ended December 31 2009 Overall OTTI losses recognized in eamings on fixed

maturity and equity securities were $484 million for the year ended December 31 2010 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 lower level of impairments in fixed maturity and equity securities in 201 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 year ended December 31 2009 as compared to $129 million in

impairments in the year ended December 31 2010 Of the $799 million in financial services industry impairments in the prior 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 then 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 $1.9 billion in the years ended December 31 2010 and 2009 respectively $287 niillion and $449 million or

59% and 24% respectively were in the Companys RMBS ABS and CMBS holdings

Future Impairments Future OTTI5 will depend primarily on economic fundamentals issuer performance including changes in the present value of

future cash flows expected to be collected changes in credit ratings changes in collateral valuation changes in interest rates and changes in credit

spreads If economic fundamentals or any of the above factors deteriorate additional OTils may be incurred in upcoming quarters

Credit Loss Roilforward Rollfoward of the Cumulative Credit Loss Component of OTT Loss Recognized in Earnings on

Fixed Maturity Securities Still Held for Which Portion of the 0771 Loss Was Recognized in Other Comprehensive Income

Loss
See Note of the Notes to the Consolidated Financial Statements for the table that presents rollforward of the cumulative credit loss component of

OTTI loss recognized in earnings on fixed maturity securities still held at December 31 2011 and 2010 for which portion of the OTTI loss was

recognized in other domprehensive income loss for the years ended December31 2011 and 2010

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 The Company obtains collateral usually cash in an amount

generally 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 retum to its counterparties the cash collateral under its control These transactions are treated as financing arrangements and the associated

liability
is recorded at the amount of the cash received

See Note of the Notes to the Consolidated Financial Statements for the following information regarding the Companys securities lending program

securities on loan cash collateral on deposit from counterparties security collateral on deposit from counterparties and the estimated fair value of the

reinvestment portfolio at December31 2011 and 2010

invested Assets on Deposit Held in Trust and Pledged as Collateral

See Note of the Notes to the Consolidated Financial Statements for table of the invested assets on deposit held in trust and pledged as

collateral at December31 2011 and 2010

Mortgage Loans

The Company mortgage loans are principally collateralized by commercial real estate agncultural real estate and residential properties The carrying

value of mortgage loans was $72 billion and $62 billion or 13 8% and 13 1% of total cash and invested assets at December 31 2011 and 2010

respectively See Note of the Notes to the Consolidated Financial Statements for table that presents the Company mortgage loans

held for investment of $56 billion and $59 billion by portfolio segment at December 31 2011 and 2010 respectively as well as the components of

the mortgage loans held-for-sale of $15.2 billion and $3.3 billion at December 31 2011 and 2010 respectively The information presented below

excludes the effects of consolidating certain VIEs that are treated as CSEs and securitized reverse residential mortgage loans Such amounts are

presented in the aforementioned table

The Company diversifies its mortgage loan portfolio by both geographic region and property type to reduce the risk of concentration Of the

Companys commercial and agricultural mortgage loans 90% are collateralized by properties located in the U.S with the remaining 10% collateralized

by properties located outside the U.S calculated as percent of the total mortgage loans held for- investment excluding commercial mortgage loans

held by CSE5 at December 31 2011 The carrying value of the Companys commercial and agricultural mortgage loans located in California New York

and Texas were 19% 10% and 8% respectively of total mortgage loans held for investment excluding commercial mortgage loans held by CSE5 at

December 31 2011 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 collateral
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Commercial Mortgage Loans by Geographic Region and Property Type Commercial mortgage loans are the largest component of the mortgage

loan invested asset class as it represents over 70% of total mortgage loans held-for-investment excluding the effects of consolidating certain \1Es that

are treated as CSEs at both December31 2011 and 2010 The tables below present the diversification across geographic regions and property types

of commercial mortgage loans held-for-investment at

December 31

2011 2010

%of %of
Amount Total Amount Total

In millions

Region1

South Atlantic 9022 22.3% 7910 20.9%

Pacific 8209 20.3 8616 22.8

Middle Atlantic 6370 15.8 5486 14.5

Intemational 4713 11.7 4095 10.8

West South Central 3220 8.0 2922 7.7

East North Central 2984 7.3 2900 7.7

New England 1563 3.9 1310 3.5

Mountain 746 1.8 811 2.2

East South Central 487 .2 461 .2

West North Central 365 0.9 643 1.7

Multi-Region and Other 2761 2664 7.0

Total recorded investment 40440 100.0% 37818 100.0%

Less valuation allowances 398 562

Carrying value net of valuation aIloances $40042 $37256

Property Type

Office $18582 45.9% $16857 44.6%

Retail 9524 23.6 9215 24.3

Apartments 4011 9.9 3630 9.6

Hotels 3114 7.7 3089 8.2

Industrial 3102 7.7 2910 7.7

Other 2107 52 2117

Total recorded investment 40440 100.0% 37818 100.0%

Less valuation allowances 398 562

Carrying value net of valuation allowances $40042 $37256

Reclassifications have been made to the prior year amounts from vahous regions to the Multi-Region and Other region to conform to the current year

presentation .-...

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 grsnts 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 mortage loans 60 days or more agricultural

mortgage loans 90 days or more and residential mortgage loans 60 days or more The Company defines mortgage loans under foreclosure as

loans in which foreclosure proceedings have formally commenced
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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

2011 2010

%of %of

Recorded of Valuation Recorded Recorded of Valuation Recorded

Investment Total Allowance Investment Investment Total Allowance Investment

In millions

Commercial

Performing
$40106 99.1% $339 0.8% $37487 99.1% $528 1.4%

Restructured1 248 0.6 44 17.7% 93 0.2 6.5%

Potentiallydelinquent
23 0.1 15 65.2% 180 0.5 28 15.6%

Delinquent or under foreclosure 63 58

Total $40440 100.0% $398 1.0% $37818 100.0% $562 15%

Agrlcultural2

Performing $12899 98.3% 41 0.3% $12486 97.9% 35 0.3%

Restructured3 58 0.4 12.1% 33 0.3 24.2%

Potentiallydelinquent
25 0.2 16.0% 62 0.5 11 17.7%

Delinquent or under foreclosure3 147 1.1 29 19.7% 170 1.3 34 20.0%

Total $13129 100.0% $81 0.6% $12751 100.0% $88 0.7%

Residential4

Performing
664 96.4% 0.2% 2145 96.1% 12 0.6%

Restructureds
0.2

Potentially delinquent 0.2

Delinquentorunderforeclosure5 ................... 25 4.0% 78 3.5 2.6%

Total6 689 100.0% $2 0.3% 2231 100.0% $14 0.6%

As of December31 2011 and 2010 restructured commercial mortgage loans were comprised of 10 and five restructured loans respectively all of

which were performing

Of the $13.1 billion of agricultural mortgage loans outstanding at December31 2011 50% were subject to rate resets prior to maturity substantial

portion of these mortgage loans have been successfully reset refinanced or extended at market terms

As of December 31 2011 and 2010 restructured agricultural mortgage loans were comprised of 11 and five restructured loans respectively all of

which were performing Additionally as of December 31 2011 and 2010 delinquent or under foreclosure agricultural mortgage loans included four

and two restructured loans with arecorded investment of $13 million and $29 million respectively which were not performing

Residential mortgage loans held-for-investment consist primarily of first lien residential mortgage loans and to much lesser extent second lien

residential mortgage loans and home equity lines of credit

There were no restructured residential mortgage loans at December 31 2011 As of December 31 2010 restructured residential mortgage loans

were comprised of 12 restrUctured loans all of which were performing

The valuation allowance on and the related carrying value of certain residential mortgage loans held-for-investment was transferred to held-for-sale in

connection with the pending disposition of certain operations of MetLife Bank See Note of the Notes to the Consolidated Financial Statements

See Note of the Notes to the Consolidated Financial Statements for tables that present by portfolio segment mortgage loans by credit quality

indicator impaired mortgage loans past due and nonaccrual mortgage loans as well as loans modified through troubled debt restructurings

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 probess focuses on higher risk loans which include those that are classified as restructured potentially delinquent

delinquent or in fojeclosure 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 over the 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 61% and 66% at December 31 2011 and 2010 respectively and the average debt service coverage ratio

was 2.1 at December 31 2011 as compared to 2.4x at December 31 2010 The commercial mortgage loan debt service coverage ratio and

loan-to-value ratio as well as the values utilized in calculating these ratios are updated annually on rolling basis with portion of the commercial

mortgage loan portfolio updated each quarter For agricultural mortgage loans the average loan-to-value ratio was 48% and 49% at December 31

2011 and 2Q10 respectively The values utili7ed in calculating the agricultural mortgage loan loan-to-value ratio are developed in connection with the

ongoing review of the agricultural
loan portfolio and are routinely updated
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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 loans 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 $74 million and $95 million at December 31

2011 and 2010 respOctively and certain of the higher loan-to-value residential mortgage loans have mortgage insurance coverage which reduces the

loan-tovalue ratio to less than 80% Additionally the Companys investment in traditional residential interest-only mortgage loans was $6 million and

$389 million at December31 2011 and 201.0 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 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 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 ii 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 inherent 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 net investment gains losses

See 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 December 31 2011 2010 and 2009 and for tables that present the Companys valuation allowances by type

of credit loss by portfolio segment at December31 2011 and 2010

Impairments to estimated fair value included within net investment gains losses for impaired mortgage loans were $18 million and $17 million for the

year ended December 31 2011 and 2010 respectively The estimated fair value of the impaired mortgage loans after these impairments was $209

million and $197 million at December 31 2011 and 2010 respectively which are carried at estimated fair value based on the value of the underlying

collateral or independent broker quotations if lower of which $151 million and $164 million related to impaired mortgage loans held-for-investment and

$58 million and $33 million to certain mortgage loans held-for-sale at December 31 2011 and 2010 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 due to the

lack of transparency and unobservability in collateral valuation and independent broker quotations

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 83% are primarily located in the United States with the remaining 17% located outside the United States at December 31

2011 The three locations with the largest real estate investments were Califomia Japan and Florida at 19% 14% and 12% respectively at

December 31 2011 See Note of the Notes to the Consolidated Financial Statements for additional information regarding real estate and real estate

joint venture investments

Real estate and real estate joint venture investments by properly type are categorized as follows

December 31

2011 2010

Carrying of Carrying of

Value Total Value Total

In millions In millions

Office $5089 59.4% $4369 54.4%

Apartments 1610 18.8 1774 22.1

Real estate investment funds 562 6.6 552 6.9

Industridl 427 5.0 433 5.4

Retail 332 3.9 389 4.8

Hotel 218 2.5 233 2.9

Land 126 1.5 133 1.7

Agriculture 14 0.2 17 0.2

Other 185 2.1 130 1.6

Total real estate and real estate joint ventures $8563 100.0% $8030 100.0%
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There were no impairments recognized on real estate and real estate joint ventures held-for-investment for the year ended December 31 2011

Impairments recognized on real estate and real estate joint ventures held-for-investment were $48 million and $160 million for the years ended

December 31 2010 and 2009 respectively which included impairments on cost basis real estate joint ventures of $25 million and $82 million

respectively There were no impaired cost basis real estate joint ventures held as of December 31 2011 The estimated fair value of the impaired cost

basis real estate joint ventures after impairments held as of December 31 2010 was $8 million These impairments to estimated fair value represent

non-recurring fair value measurements that have been classified as Level due to the limited activity and limited price transparency inherent in the

market for such investments Impairments recognized on real estate held-for-sale were $2 million and $1 million for the years ended December 31

2011 and 2010 respectively There were no impairments recognized on real estate held-for-sale for the year ended December31 2009

Other Limited Partnership Interests

The carrying value of other limited partnership interests which primarily represent ownership interesf ri pooled invdstmentfunds that principally

make private equity investments in companies in the United States and overseas was $6.4 billion at both December 31 2011 and 2010 which

included $1.1 billion and $1.0 billion of hedge funds at December31 2011 and 2010 respectively Impairments to estimated fair value for such other

limited partnership interests of $5 million $12 million and $354 million for the years ended December 31 2011 2010 and 2009 respectively were

recognized within net investment gains losses The estimated fair value of the impaired other limited partnership interests after these impairments was

$13 million $23 million and $561 million at December 31 2011 2010 and 2009 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 limited price transparency inherent in the

market for such investments

Other Invested Assets

See Note of the Notes to the Consolidated Financial Statements for table that presents the Company other invested assets by type at

December31 2011 and 2010 and related information

Short-term Investments and Cash Equivalents

The carrying value of short-term investments which includes securities and other investments with remaining maturities of one year or less but

greater than three months at the time of purchase was $1 7.3 billion and $9.4 billion or 3.3% and 2.0% of total cash and invested assets at

December 31 2011 and 2010 respectively The carrying value of cash equivalents which includes securities and other investments with an original or

remaining maturity of three .months or less at the time of purchase was $5.0 billion and $9.6 billion or 1.0% and 2.0% of total cash and invested

assets at December 31 2011 and 2010 respectively

Derivative Financial Instruments

Derivatives The Company is exposed to various risks relating to its ongoing business operations including interest rate risk foreign cunency 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 2011 and 2010

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 2011 and 2010

The notional amount and estimated fair value of denvatives that are not designated or do not qualify as hedging instruments by derivative type at

December 31 2011 and 2010

The statement of operations effects of derivatives in cash flow fair value or non-qualifying hedge relationships for the years ended December 31

20112010 and 2009

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

Fair Value Hierarchy Derivatives measured at estimated fair value on recurring basis and their corresponding fair value hierarchy are presented

as follows

December 31 2011

Derivative Derivative

Assets Liabilities

In millions

Quoted prices in active markets for identical assets and liabilities Level 62 1% 103 3%

Significant
other observable inputs Level 14746 90 3750 93

Significant
unobservable inputs Level 1392 158

Total estimated fairvalue $16200 100% $4011 100%

The valuation of Level derivatives involves the use of significant unobservable inputs and generally requires higher degree of management

judgment or estimation than the valuations of Level and Level derivatives Although Level inputs are unobservable management believes they are

consistent with what other market participants would use when pricing such instruments and are considered appropriate given the circumstances 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 2011 include interest rate swaps and 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 foreign currency swaps which are cancelable and priced through independent broker quotations

credit default swaps based upon baskets of credits having unobservable credit spreads or that are priced through independent broker quotations
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equity options with unobservable volatility inputs or that are priced via independent broker quotations and credit forwards having unobservable

repurchase rates

At December31 2011 and 2010 5% and 2% respectively of the net derivative estimated fair value was priced via independent broker quotations

roliforward of the fair value measurements for net derivatives measured at estimated fair value on recurring basis using significant unobservable

Level inputs for the year ended December31 2011 is as follows

Year Ended

December31 2011

In millions

Balance beginning of period 173

Total realizffd/unrealized gains losses included in

Earnings 637

Other comprehensive income loss 344

Purchases sates issuances and settlements 156

Transfer into and/or out of Level 76

Balance end of period $1234

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 deriatives including the use of master netting agreements and collateral arrangements

The Companys policy is not to offset the fair value amounts recognized for derivatives executed with the same counterparty under the same master

netting agreement This policy applies to the recognition of derivatives in the consolidated balance sheets and does not affect the .Compan/s legal right

of offset The estimated fair value of the Companys net derivative assets and net derivative liabilities after the application of master netting agreements

and collateral were as follows at December 31 2011

December 31 2011

Net Derivative Net Derivative

Assets Liabilities

In millions

Estimated Fair Value of OTC Derivatives After Application of Master Netting Agreements $12905 $619

Cash collateral on OTC Derivatives 9493

Estimated Fair Value of OTC Derivatives After Application of Master Netting Agreements and Cash

Collateral1 3412 611

Securities Collateral on OTC Derivatives2 2520

Estimated Fair Value of OTC Devatives After Application of Master Netting Agreements and Cash

and Securities Collateral1 892 195

Estimated Fair Value of Exchange-Traded Derivatives 54 30

Total Estimated Fair Value of Derivatives After Application of Master Netting Agreements and Cash

and Securities Collateral1 946 $225

Includes income accruals on derivatives

The collateral is held in separate custodial accounts and is not recorded on the Companys consolidated balance sheets

Credit Deriiatives See Note of the Notes to Consolidated Financial Statements for information about the estimated fair value and mdmum
amount at risk related to ttte 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 2011

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 19

Significant unobservable inputs Level 362 99 4565 99

Total estimated fair value $363 100% $4584 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

December31 2011

In millions

Balance beginning of period $2438

Total realized/unrealized gains losses included in

Eamings 1191

Other comprehensive income loss 119

PUrchases sales issuances and settlements 455

Transfer into and/or out of Level

Balance end of period $4 203

The valuation of guaranteed minimum benefits includes an adjustment for nonperformance risk Included in net derivative gains losses for the year

ended December31 2011 were gains losses of $1 .8 billion in connection with this adjustment

See Summary of Critical Accounting Estimates Derivative Financial Instruments for further information on the estimates and assumptions that

affect the amounts reported above

Off-Balance Sheet Arrangements

Credit Facilities and Committed Facilities

The Company maintains unsecured credit and committed facilities with various financial institutions See Liquidity nd Capital Resources The

Company Liquidity and Capital Sources Credit and Committed Facilities for further descriptions of such arrangements

Collateral for Securities Lending and Derivative Financial Instruments

The Company has non-cash collateral for securities lending from counterparties on deposit from customers which cannot be sold or repledged and

which has not been recorded on its consolidated balance sheets The Company participates in secunties lending program in the normal course of

business for the purpose of enhancing the Companys total return on its investment portfolio The amount of this collateral was $371 million at estimated

fair value at December 31 2011 There was no non-cash collateral for securities lending on deposit from customers at December 31 2010 See

Investments Securities Lending and Securities Lending in Note of the Notes to the Consolidated Financial Statements for discussion of the

Companys securities lending program and the classification of revenues and expenses and the nature of the secured financing arrangement and

associated liability

The Company has non-cash collateral from counterparties for derivative financial instruments which can be sold or repledged subject to certain

constraints and has not been recorded on its consolidated balance sheets The Company enters into denvative financial instruments to manage vanous

risks relating to its ongoing business operations The amount of this collateral was $2.5 billion and $984 million at December 31 2011 and 2010

respectively which were held in separate custodial accounts and not recorded on the Companys consolidated balance sheets See Liquidity
and

Capital Resources The Company Liquidity and Capital Sources Collateral Finahcing Arrangements and Derivatives in Note of the Notes to

the Consolidated Financial Statements for information on the earned income on and the gross notional amount estimated fair value of assets and

liabilities and pnmary underlying nsk exposure of the Company derivative financial instruments

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 Capit

Resources The Company Liquidity and Capital Uses Contractual Obligations and Note 16 of the Notes to the Consolidated Financial

Statements

Guarantees

See Guarantees in Note 16 of the Notes to the Consolidated Financial Statements

Other

Additionally the Company has the following commitments in the normal course of business for the purpose of enhancing the Companys total return

on its investment portfolio

Commitments to Fund Partnership Investments

Mortgage Loan Commitments and

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

See Net Investment Income and Net Investment Gains Losses in Note of the Notes to the Consolidated Financial Statements for information

on the investment income investment expense gains and losses from such investments See also Fixed Maturity and Equity Securities Available-for-

Sale Mortgage Loans Real Estate and Real Estate Joint Ventures and Other Limited Partnerships in Note of the Notes to the Consolidated

Financial Statements for information on our investments in fixed maturity securities mortgage loans and 3artnership investments

Other than the commitments disclosed in Note 16 of the Notes to the Consolidated Financial Statements there are no other materiaJ bligations or

liabilities arising
from the commitments to fund partnership investments mortgage loans bank credit facilities bridge loans and pnvate corporate bond

investments

See also Liquidity and Capital Resources The Company Liquidity and Capital Uses Contractual Obligations for further information on

commitments to fund partnership investments mortgage loans bank credit facilities bndge loans and pnvate corporate bond investments In addition

see Pnmary Risks Managed by Denvative Financial Instruments and Non Denvative Financial Instruments in Note of the Notes to the Consolidated

Financial Statements for further information on interest rate lock commitments
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Policyholder Liabilities

We establish and carry 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 provide 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

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 particulariy when payments may not occur until well into the future

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 GMP if we determine that future expected experience differs from assumptions used in the development of actuarial liabilities

Insurance tegulators in many of the non-U.S countries in which MetLife operates require certain MetLife entities to prepare sufficiency analysis of

the reserves posted in the locally required regulatory financial statements and to submit that analysis to the regulatory authorities See Business

Intemational Regulation in the 2011 Form 10-K

We have 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 on 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 manUge risk from these

perils

Futuie Policy Benefits

We establish liabilities for Æmôunts payable under insurance policies See Notes and 8of the Notes to the Consolidated Financial Statements for

additional information

Insurance Products Future potcy benefits are comprised mainly of liabilities for disabled lives under disability waiver of premium policy provisions

liabilities for survivor income benefit insurance 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 denvative 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 pncng 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 Benefit Funding Liabilities are primarily related to payout annuities including pension closeouts and structured settlement annuities

There is no interest rate crediting flexibility on these liabilities sustained low interest rate environment could negatively impact earnings as result

however the Company has employed various asset/liability management strategies including the use of various denvative 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 Uabilities 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 pattems 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

Japan and Other International Regions 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 retum 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 uneamed 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 actual lapses resulting
in lower than

expected income asset impairments and actual mortality resulting in higher than expected benefit payments 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

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-off

businesses that have been included within Corporate Other since the acquisition of MICC

Policyholder Account Balances

PAB5 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 See Notes and of the Notes to the Consolidated Financial Statements for additional information

Insurance Products PABs 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 life policies PAB5 are credited interest at

rate set by the Company which are influenced by current market rates The majority of the PAB5 have guaranteed minimum credited rate between

05% 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 PABs 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 PAB5 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 PAB5 are comprised of funding agreements Interest crediting rates vary by type of contract and can be fixed or

variable Variable interest ctediting ratesaregenerally tied to an external index most commonly -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

Japan and Other International Regions PABs 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 Jso

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 PAB5 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 an asset/liability matching policy 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 directly and through assumed reinsurance 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 See Notes and of the Notes to the

Consolidated Financial Statements for additional information

The net amount at risk NAR for guarantees can change significantly dunng 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 2011 and

2010 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 PASs

Guaranteesaccounted for as embedded derivatives include guaranteed minimum accumulation benefits the non life-contingent portion of guaranteed

minimum withdrawal benefits 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 PAB5 at

December 31

2011 2010

In millions

U.S Business

Guaranteed minimum accumulation benefit
52 44

Guaranteed minimum withdrawal benefit
710 173

Guaranteed minimum income benefit
988 51

International

Guaranteed minimum accumulation benefit
694 454

Guaranteed minimum withdrawal benefit 2000 1936

Total $4444 $2556

Included in net derivative gains losses for the years ended December 31 2011 and .2010 were gains losses of $1.3 billion and $269 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 $1 .8 billion and $96 million

are included in the gains losses of $1 .3 billion and $269 million in net derivative gakrs losses for the year ended December 31 2011 and 2010

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 performancey equityvolatility 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

2011 2010

Estimated Fair Value Estimated Fair Value
Primary Underlying Notional Notional

Risk Exposure Instrument Type Amount Assets Liabilities Amount Assets Uabliltles

In millions

Interest rate k3rerest rate swaps $22719 $1869 $598 $13762 401 193

Interest rate futures 11126 17 16 5822 32 10

Interest rate options 11372 567 614 15

Foreign currency Foreign currency forwards 2311 41 2320 46

Foreign currency futures 177

Equity market Equity futures 4916 15 10 6959 17

Equityoptions 16367 3239 177 32942 1720 1196

Variance swaps 18402 390 75 17635 190 118

Total rate of retum swaps 1274 31 1547

Total $88664 $6146 $917 $81601 $2421 $1527

Included in net derivative gains losses for the years ended December 31 2011 and 2010 were gains losses of $3.2 billion and $1 13 million

related to the change in estimated fair value of the above derivatives Additionally included in net derivative gains losses for the years ended

December31 2011 and 2010 were gains losses of $26 million and $35 million 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 add 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

lower then 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 eamings

The table below contains the carrying value for guarantees included in future policy benefits at

December 31

2011 2010

In mililons

U.S Business

Guaranteed minimum death benefit 260 $167

Guaranteed minimum income benefit 723 507

International

Guaranteed minimum death benefit 118 66

Guaranteed minimum income benefit 149 116

Total $1250 $856

Includedin policyholder benefits and claims for the year ended December 31 2011 is charge of $394 million and for the year ended

December 31 2010 is charge of $802 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 December31

2011 and 2010 were gains losses of $86 million and $8 million respectively related to reinsurance agreements containing embedded derivatives

carried at estimated fair value andgains losses of $87 million and $275 million respectively related to freestanding derivatives

While the Company believes that the hedging strategies employed for guarantees included in both PABs and in future policy benefits as well as

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 nefting 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

Other Policy-related Balances

Other policy-related balances include
policy and contract claims unearned revenue liabilities premiums received in advance policyholder dividends

due and unpaid and policyholder dividends left on deposit See Notes and of the Notes to the Consolidated Financial Statements for additional

information
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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 global economy Stressed

conditions volatility and disruptions in global capital markets particular markets or financial asset classes can have an adverse effect on us in part

bebause we have large investment portfolio and our insurance liabilities are sensitive to changing market factors The global economy and markets are

still affected by period of significant stress that began in the second half of 2007 This disruption adversely affected the financial services sector in

particular
and global capital markets Consequently financial institutions paid higher spreads over benchmark Treasury securities than before the

market disruption began

Beginning in 2010 and continuing throughout 2011 concerns increased about capital markets and the solvency of certain European Union member

states and of financial institutions that have significant direct or indirect exposure to debt issued by these countries The Japanese economy to which

we face substantial exposure given our operations there was significantly negatively impacted by the March 2011 earthquake and tsunami Disruptions

to the Japanese economy are having and vill continue to have negative impacts on the overall global economy not all of which can be foreseen

Although the August 2011 downgrade by SP of U.S Treasury securities initially had an adverse effect on financial markets the extent of the longer-

term impact cannot be predicted In November 2011 Fitch warned that it may in the future downgrade the U.S credit rating unless action is taken to

reduce the national debt of the It is possible that the August 2011 SP downgrade and any future downgrades as well as continued concerns

about fiscal policy and the trajectory of the national debt of the could have severe repercussions to the and global credit and financial

markets could further exacerbate concerns over sovereign debt of other countnes and could disrupt economic activity in the and elsewhere All of

these factors could affect the Company ability to meet liquidity needs and obtain capital See Industry Trends and Investments Current

Environment See also Risk Factors Concerns Over Fiscal Policy and the Trajectory of the National Debt of the as well as Rating Agency

Downgrades of U.S Treasury Securities Could Have an Adverse Effect on Our Business Financial Condition and Results of Operations in the 2011

Form 10-K

Liquidity Management

Based upon the strength of its franchise diversification of its businesses and sttong financial fundamentals we continue to believe the Company

has ample liquidity to meet business requirements under current market conditiond and unlikely but reasonably possible stress scenarios The

Companys short-term liquidity position includes cash and cash equivalents ahd short-term investments excluding cash collateral received under the

Companys securlties lending program that has been reinvested in cash and cash equivalents short-term investments and publicly-traded securities

and ii cash collateral received from counterparties in connection with derivative instruments AtDecember 31 2011 and 2010 the Companys short-

term liquidity position was $16.2 billion and $17.6 billion respectively We continuously monitor and adjust our liquidity and capital plans for MetLife Inc

and its subsidiaries in light
of changing needs and opportunities See Investments Current Environment

Capital Management

The Company has established several senior management committees as part
of its capital management process These committees including the

Capital Management Committee and the Enterprise Risk Committee comprised of members of senior management including MetLife Inc Chief

Financial Officer Treasurer and Chief Risk Officer and in the case of the Enterprise Risk Committee MetLife Inc Chief Investment Officer regularly

review actual and projected capital levels under vanety of scenarios including stress scenanos and MetLife capital plan in accordance with its

capital potcy

MetLife Board and senior management are directly involved in the development and maintenance of MetLife capital policy The capital policy sets

forth among other things minimum and target capital levels and the governance of the capital managerneflt process All capital actions including

proposed changes to the capital plan capital targets or capital policy are reviewed by the Finance and Risk Committee of the Board prior to obtaining

full Board approval The Board approves the capital policy and the annual capital plan and authohzes capital actions as required

MetLifes 2012 capital plan as submitted to the Federal Reserve for approval in January 2012 as part of the Federal Reserve Boards 2012 CCAR

was created in accordance with MetLfe capital policy See Business Regulation Financial Holding Company Regulation in the 2011 Form

10-K In March 2012 the Federal Reserve informed MetLife that it objected to MetLifes proposed capital plan See Business and Recent

Developments

The Company

Liquidity

Liquidity refers to companys ability
to generate adequate amounts of cash to meet its needs Liquidity

needs are determined from rolling

six-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 anticipated cash requirements or is required to post or return cash collateral in connection with

its investment portfolio derivatives transactions or securities lending program 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 guidance require the recognition of loss for certain securities in an unrealized loss position and may require the impairment of other
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securities based upon the Companys ability to hold such securities which may negatively impact the Companys financial condition See Risk Factors

Some of Our Investments Are Relatively Illiquid and Are in Asset Classes That Have Been Experiencing Significant Market Valuation Fluctuations in

the 2011 Form 10-K

In extreme circumstances all general account assets within particular legal entity other than those which may have been pledged to specific

purpose are available to fund obligations of the general account of that legal entity

Capital

The Companys capital position is managed to maintain its 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 Comany was able to issue new debt and remarket outstanding debt during the difficult market conditions prevailing in the second half of 2008

and early 2009 as well as during the rebound and recovery periods beginning in the second quarter of 2009 and continuing intO 2010 The increase in

credit spreads experienced during the crisis resulted in an increase in the cost of capital as well as increases in facility fees Most recently as result of

reductions in interebt rates and credit spreads the Companys interest expense and dividends on floating rate securities have been lower

Despite the still unsettled financial markets the Company also raised new capital from successful offerings of MetLife Inc.s common stock in

August 2010 and March 2011 The August 2010 offering provided financing for the Acquisition and the March 2011 offering provided financing for the

repurchase from AM Holdings of MetUfe Inc.s Convertible Preferred Stock that was issued in connection with the Acquisition See The

Company Liquidity and Capital Sources Convertible Preferred Stock and Common Stock

Rating Agencies Rating agencies assign insurer financial strength ratings to MetUfe Inc.s domestic life insurance subsidiaries and credit ratings to

MetLife Inc and certain of its subsidiaries 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 evaluatioh 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 frequency 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 MetLife Inc or its subsidiaries would likely impact the cost and availability of

financing for MetLife Inc 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 identity

companies that merit regulatory aetion 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 MetUfe Inc.s 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 statementsfiledwith insurance

regulators the total adjusted capital of each of these subsidiaries was In excess of each of those RBC levels

American Life does not conduct iriourance business in Delaware or any other domestic state and aŁ such is exempt from ABC requirements 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 MetLife Inc or other parent entities is constrained 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 take actions to

maintn
capital consistent with these ratings objectives which may include adjusting dividend arirounts 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 MetLife Inc and other parent entities by their respective insurance subsidiaries is regulated by insurance laws and regulations See Business

U.S Regulation Insurance Regulation and Business International Regulation in the 2011 Form 10-K See also MetUfe Inc Liquidity and

Capital Sources Dividends from Subsidiaries and Note 18 of the Notes to the Consolidated Financial Statements
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Summaty of Pimary Sources and Uses of Liquidity
and Capital The Companys primary sources and uses of liquidity and capital are summarized

as follows

Years Ended December31

2011 2010

In millions

Sources

Net cash provided by operating activities $10290 7996 3803

Net cash provided by changes in policyholder account balances 4321 4557

Net cash provided by changes in payables for collateral under securities loaned and other

transactions 6444 3076

Net cash provided by changes in bank deposits
96 3164

Net cabh provided by short-term debt issuances 380

Long-term debt issued 1346 5090 2961

Collateral financing arrangements issued 105

Cash received in connection with collateral financing arrangements 100 775

Junior subordinated debt securities issued 500

Common stock issued net of issuance costs 2950 3529

Stock options exercised 88 52

Common stock issued to settle stock forward contracts 1035

Cash provided by other net 125

Cash provided by the effect of change in foreign currency exchange rates 108

Total sources 26140 24300 12459

Uses

Net cash used in investing activities 22235 18314 13935

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

Net cash used for changes in bank deposits
32

Net cash used for short-term debt repayments
606 1747

Long-term debt repaid
2042 1061 555

Collateral financing arrangements repaid 502

Cash paid in connection with collateral financing arrangements 63 400

Debt issuance costs
14 30

Redemption of convertible preferred stock 2805

Preferred stock redemption premium 146

Dividends on preferred stock 122 122 122

Dividends on common stock 787 784 610

Cash used in other net 304 42

Cash used in the effect of change in foreign currency exchange rates 22 129

Total uses 28725 21366 26586

Net increase decrease in cash and cash equivalents 2585J 2934 $14127

Liquidity and Capital Sources

Cash Rows from Operations The Companys principal cash inflows from its insurance activities come frdm 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 Rows from Investments The Companys principal cash inflows from its investment activities come from repayments of principal proceeds

from maturities sales of invested assets settlements of freestanding derivatives and net investment income The primary liquidity concems with respect

to these cash inflows are the risk of default by debtors and market disruption The Company closely monitors and manages these risks through its credit

risk management process

Liquid Assets 4n integral part of the Companys liquidity management is the amount of liquid assets it holds Uquid assets include cash and 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 and cash equivalents short-term investments and publicly-traded securities ii cash collateral received from

counterparties in connection with derivative instruments Ui cash and 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 2011 and 2010 the Company had $258.9 billion and $245.7 billion respectively in liquid assets 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
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Dispositions Net cash proceeds from dispositions during the years ended December 31 2011 2010 and 2009 were $449 million $0 and $130

million respectively See Note of the Notes to the Consolidated Financial Statements for information regarding certain of these dispositions

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-term debt preferred securities junior subordinated debt securities

and equity and dquity-Iinked 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

MetLife Inc and MetLife Funding Inc MetLife Funding each have commercial paper programs supported by $4 billion in general corporate

credit facilities see The Company Liquidity and Capital Sources Credit and Committed Facilities MetLife Funding subsidiary of

Metropolitan Life Insurance Company MLIC serves as centralized fInance unit for the Company MetUfe Funding raises cash from its

commercial paper program and uses the proceeds to extend loans through MetLife Credit Corp another subsidiary of MLIC to MetLife Inc

MLIC and other affiliates in order to 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 December 31 2011 and 2010 MetUfe Funding had tangible net

worth of $12 millbn At December 31 2011 and 2010 MetLife Funding had total outstanding liabilities for its commercial paper program

including accrued interest payable of $101 million and $102 million respectively

MetLife Bank is depository institution that is approved to use the FRB of NY Discount Window borrowing privileges To utilize these privileges

MetLife Bank has pledged qualifying loans and investment securities to the FRB of NY as collateral At both December 31 2011 and 2010
MetLife Bank had no liability for advances from the FRB of NY under this facility For further discussion of MetLife Inc.s status as bank holding

company see MetLife Inc Capital

MetLife Bank has cash need to fund residential mortgage loans that it originates and holds generally for relatively short period before selling to

one of the govemment-sponsored enterprises such as FNMA 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 mortgage loans mortgage

loans held-for-sate commercial mortgage loans and mortgage-backed securities to collateralize MetLife Banks repayment obligations Upon any

event of default by MetUfe Bank the FHLB of NYs recovery is limited to the amount of MetLife Banks liability under the advances agreements

MetUfe Bank has received advances from the FHLB of NY on both short-term and long-term bases with total liability of $4.8 billion and

$3.9 billion at December 31 2011 and 2010 respectively As result of the recently announced exit from MetLife Banks forward mortgage

origination business MetLife Banks cash need to fund residential mortgage loans will be reduced MetLife Bank also intends to discontinue

entering into advances agreements with the FHLB of NY and intends to effect transfer of any outstanding advances to MUC in 2012

Additionally in connection with the MetUfe Bank Events and the transfer of the FHLB of NY advances there may be timing differences in MetLife

Banks cash flows giving rise to short-term liquidity needs Should these needs arise the Company will provide MetLife Bank with temporary

liquidity support through possible combination of internally and
externally sourced funds See MetLife Inc Capital

The Company issues fixed and floating rate funding agreements which are denominated in either U.S dollara or foreign currencies to certain

special purpose entities SPE5 that have issued either debt secunties or commercial paper for which payment of interest and principal is

secured by such funding agreements During the years ended December 31 2011 2010 and 2009 the Company issued $39.9 billion $34.1

billion and $28.6 billion respectively and repaid $41 .6 billion $30.9 billion and $32.0 billion respectively of such funding agreements At

December31 2011 and 2010 funding agreements outstanding which are included in PAB5 were $25.5 billion and $27.2 billion respectively

See Note of the Notes to the Consolidated Financial Statements

The Company also had obligations under funding agreements with the FHLB of NY of $1 .7 billion and $12.6 billion at December 31 2011 and

2010 respectively for MLIC iich are included in PAB5 During the years ended December 31 2011 2010 and 2009 the Company issued

$7.4 billion $10.8 billion and $16.7 billion respectively and repaid $8.3 billion $11.8 billion and $18.1 billion respectively of such funding

agreements See Note of the Notes to the Consolidated Financial Statements The liability for outstanding advances agreements entered into by

MetLife Bank is expected to be transferred to MLIC in 2012 under newly executed funding agreements MetLife Bank will transfer an agreed upon

amount of cash as part of such transfer and the liability will be included in PAB5 for MLIC

The Company had obligations under funding agreements with the Federal Home Loan Bank of Boston FHLB of Boston of $450 million and

$100 million at December31 2011 and 2010 respectively for MICC which are included in PABs During the years ended December 31 2011

2010 and 2009 the Company issUed $425 million $0 and $0 respectively and repaid $75 million $225 million Ond $200 million respectively

of such funding agreements See Note of the Notes to the Consolidated Financial Statements

The Company had obligations under funding agreements with the FHLB of Des Moines of $220 million for MetLife Investors Insurance Company

MUIC and $475 million for General American Life Insurance Company GAUC at December 31 2011 which are included in PABs There

were no funding agreements with the FHLB of Des Moines at December 31 2010 During the year ended December 31 2011 the Company
issued $295 million and repaid $75 million of such funding agreements for MLIIC During the year ended December 31 2011 the Company

issued $700 million and repaid $225 million of such funding agreements for GALIC See Note of the Notes to the Consolidated Financial

Statements

MLIC and MICC have earth issued fuhding agreements to the Federal Agricultural Mortgage Corporation Farmer Mac and to certain SPEs that

have issued debt securities for which payment of interest and principal is secured by such funding agreements such debt securities are also

guaranteed as to payment of interest and principal by Farmer Mac The obligations under all such 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 Company liability for funding agreements issued was $2 billion at both December 31 2011 and 2010 respectively which is included in

PABs During the years ended December 31 2011 2010 and 2009 the Company issued $1 billion $250 million and $0 respectively and

repaid $1 billion $0 and $0 respectively of such funding agreements See Note of the Notes to the Consolidated Financial Statements
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Outstanding Debt The following table summarizes the outstanding debt of the Company at

December 31

2011 2010

In millions

Short-term debt 686 306

Long-term debtl $20624 $20766

Collateral financing arrangements 4647 5297

Juniorsubordinateddebtsecurities 3192 3191

Excludes $3.1 billion and $6.8 billion at December31 2011 and 2010 respectively of long-term debt relating to CSEs See Note of the Notes to

the Consolidated Financial Statements

Debt Issuances and Other Borrowings During the years ended December 31 2011 2010 and 2009 MºtLife Bank received advances related to

long-term borrowings totaling $1 .3 billion $2.1 billion and $1 .3 billion respectively from the FHLB of NY During the years ended December 31 2011

2010 and 2009 MetLife Bank received advances related to short-term borrowings totaling $10.1 billion $12.5 billion and $26.3 billion respectively

from the FHLB of NY
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 AM Holdings $3.0 billion 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

.56% .92% and 2.46% respectively an average rate of .98% and carry initiSl 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 femarketing 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 Prior to the first scheduled attempted remarketing of Ihe 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

In August 2010 in anticipation of the Acquisition MetLife Inc issued senior notes as follows

$1 .0 billion senior notes due February 2014 which bear interest at fixed rate of 2.375% payable semi-annually

$1 .0 billion 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 UBOR reset quarterly pIus .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 July 2009 MetLife Inc 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 three-month LIBOR plus margin equal to 7548%

payable quarterly in arrears In connection with the offering MetUfe Inc 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 thejunior subordinated debt securities

In May 2009 MetLife Inc issued $1 .3 billion of senior notes due June 201 The senior notes bear interest at fixed rate of 6.75% payable

semi-annually In connectioo with the offering MetLife Inc 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 senior notes

In March 2009 MetLife Inc issued $397 million of floating rate senior notes due June 2012 under the FDICs Temporary Liquidity Guarantee

Program The senior notes bear interest at rate equal to three-month UBOR reset quarterly pIus 0.32% The senior notes are not redeemable prior to

their maturity In connection with the offering MetLife Inc incurred $15 million of issuance costs which have been capitalized end included in other

assets These costs are being amortized over the term of the senior notes

In February 2009 MetLife Inc remarketed its existing $1 .0 billion 4.91% Series junior subordinated debt securities as 7.717% senior debt

securities Series due 2019 IntereSt On theSe senior debt securities is payable semi-annually See The Company Liquidity and Capital

Sources Remarketing of Junior Subordinated Debt Securities and Settlement of Stock Purchase Contracts

Collateral Financing Arrangements As described more fully in Note 12 of the Notes to the Consolidated Financial Statements

MetLife Inc in connection With the collateral financing arrangement associated with MetLife Reinsurance Company of Charlestons MRC
reinsurance of the closed block liabilities entered into an agreement in 2007 with an unaffiliated financial institution that referenced the $2.5 billion

aggregate principal amount of 35-year surplus notes by MAC Under the agreement MetLife Inc is entitled to the interest paid by MAC on the

surplus notes of three-month LIBOR pIus 0.55% in exchange for the paymeht of three-month LIBOR pIus 1.12% payable quarterly on such

amount as adjusted as described below

Under this agreement MetLife Inc 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 accounted 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 jjayments due from MetLife Inc 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 MetUfe Inc under the agreement In addition the unaffiliated financial institution may be required to pledge

collateral to MetLife Inc related to any increase in the estimated fair value of the surplus notes MetUfe Inc may also be required to make

payment to the unaffiliated financial institution in connection with any early termination of this agreement

In December 2011 following regulatory approval MRC repurchased and canceled $650 million in aggregate principal amount of the surplus

notes the Partial Repurchase Payments made by the Company in December 2011 associated with the Partial Repurchase which also

included payments made to the unaffliated financial institution totaled $650 million exclusive of accrued interest on the surplus notes At

December31 2011 and 2010 the amount of the surplus notes outstanding was $1 .9 billion and $2.5 billion respectively
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At December 31 2011 and 2010 the amount of the receivable from the unaffiliated financial institution was $241 million and $425 million

respectively In June 2011 MetLife Inc received $100 million from the unaffiliated financial institution related to an increase in the estimated fair

valoeof the Surplus notes No payments were made or received by MetLife Inc during 2010 During 2009 on net basis MetLife Inc

received $375 million from the unaffiliated financial institution related to changes in the estimated fair value of the surplus notes

In addition at December 31 2011 and 2010 MetLife Inc had pledged collateral with an estimated fair value of $125 million and $49 million

respectively to the unaffiliated financial institution

Mettife Inc in connection with the collateral financing arrangement associated with MetLife Reinsurance Company of South Carolinas MRSC
reinsurance of universal life secondary guarantees entered into an agreement in 2007 with an unaffiliated financial institution under which MetUfe

Inc is entitled to the retum 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 three-month LIBOR plus 0.70% payable quarteriy The

collateral financing agreement may be extended by agreement of MetLife Inc and the unaffiliated financial institution on each anniversary of the

closing MetLife Inc 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 2011 and 2010 no payments were made or received by MetUfe Inc During 2009 MetUfe Inc

contributed $360 million as aresult of declines in the estimated fair value qf the assets in the trusts Cumulatively since May 2007 MetUfe Inc

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 MetLife Inc may be required to pledge collateral to the unaffiliated financial institution under this agreement At December 31 2011

and.201 MetLife Inc hadpledged $92 million and $63.million under the agreement respectively

Remarketing of Junior Subordinated Debt Securities and Settlement of Stock Purchase Contracts. In February 2009 MetLife Inc closed the

remarketing of the Series portion of its junior subordinated debt securities originally issued in 2005 The Series iunior subordinated debt securities

were modified aspermitted by their terms to be 7.717% senior debt securities Series due February 15 2019 MetLife Inc did not receive any

proceeds from the remarketing The subsequent settlement of the stock purchase contracts occurred on February 17 2009 providing proceeds to

MetUfe Inc of $1.0 billion in exchange for shares of MetLife Inc.s common stock MetLife Inc delivered 24343154 shares of its newly issued

common stock to settle the stock purchase contracts

Credit and Committed Facilities The Company maintains unsecured credit facilities and committed facilities which aggregated $4 billion and

$12.4 billion respectively at December 31 201 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 paper programs and for the issuance

of letters of credit At December 31 2011 the Company had outstanding $3.1 billion in letters of credit and no drawdowns against these facilities

Remaining unused commitments were $916 million at December31 2011

The committed facilities are used for collateral for certain of the Company affiliated reinsurance liabilities At December 31 2011 the Company had

outstanding $5.4 billion in letters of credit and $2.8 billion in aggregate drawdowns against these facilities Remaining unused commitmentswere $4.2

billion at December31 2011

See Note 11 of the Notes to the Consolidated Financial Statements for further discussion of these facilities

We have no reason to believethat our lending counterparties will be unable to fulfill their respective contractual obligations under these facilities As

commitments associated with letters of credit andfinancing arrangements may expire unused these amounts do not necessarily reflect the Companys

actual future cash funding requirements

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 such covenants at December 31 2011

Preferred Stock See The Company Liquidity and Capital Uses Dividends for information on MetLife Inc Floating Rate

Non-Cumulative Preferred Stock Series and 6.50% Non-Cumulative Preferred Stock Sees collectively the Preferred Stock

Donvertible Preferred Stock In November 2010 MetLife Inc issued to AM Holdings in connection with the financing of the Acquisition

857 000 shares of Series contingent convertible
junior participating non cumulative perpetual preferred stock the Convertible Preferred Stock

convertible into approximately 68570000 shares valued at $40.90 per share at the time of the Acquisition of MetUfe Inc.s common stock subject to

anti-dilution adjustments upon favorable vote of MetLife Inc.s common stockholders On March 2011 MetUfe Inc repurchased and canceled all

of the Convertible Preferred Stock See Common Stock below

Common Stock In November 2010 MetUfe Inc issued to AM Holdings in connection with the financing of the Acquisition 78239712 new

shares of its common stock at $40.90 per share On March 2011 AM Holdings sold the 78239712 shares of common stock in public offering

concurrent with public offering by MetLife Inc of 68570000 new shares of its common stock at price of $43.25 per share for gross proceeds of

$3.0 billion In connection with the offering of common stock MetLife Inc incurred $1 million of issuance costs which have been recorded as

reduction of additional paid-in capital The proceeds were used to repurchase the Convertible Preferred Stock

In August 2010 in connection with the financing of the Acquisition MetLife Inc issued 86250000 new shares of its common stock at price of

$42.00 per share for gross proceeds of $3.6 billion In connection with the offering of common stock MetUfe Inc 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 MetLife Inc delivered 24343154 shares of its

newly issued common 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

During the years endedDember 31 2011 and 2010 3549211 and 2182174 new shares of common stock were issued for $1 15 million and

$74 million respectively to satisfy various stock option exercises and other stock-based awards There were no new shares of common stock issued

to atisfy the various stock option exercises and other stock-based awards during the year ended December 31 2009 There were no shares of

common stock issued from treasury stock during the year ended December 31 2011 During the years ended December 31 2010 and 2009

332121 shares and 861586 shares of common stock were issued from treasury stock for $18 million and $46 million respectively to satisfy various

stock option exercises and other stock-based awards

Equity Units On the Acquisition Date MetLife inc issued to ANt Holdings in connection with the financing of the Acquisition $3 billion aggregate

stated amount of Equity Units On March 2011 concurrently with the public offering of common stockby MetLife Inc AM Holdings sold all the

Equity Units in public offering The terms and conditions of the Equity Units were unaffected by the resulting transfers of ownership The Equity Units

MetlJfe inc



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 billion on each settlement date and ii an interest in each of three series

of Debt Securities of MetUfe 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 Senes and Debt Secunties will be sublect 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

Liquiditf and Capital Uses

Acquisitions Cash outflows for acquisitions during the years ended December 31 2011 and 2010 were $233 million and $7.2 billion

respectively During the year ended December 31 2009 there were no cash outflows for acquisitions See Note of the Notes to the Consolidated

Financial Statements for information regarding certain of these acquisitions

Debt Repayments In December 2011 MetUfe Inc repaid its $750 million senior note with an interest rate of 6.13% During the years ended

December 31 2011 2010 and 2009 MetLife Bank made repayments of $750 million $349 million and $497 million respectively to the FHLB of NY

related to long-term borrowings During the years ended December 31 2011 2010 and 2009 MetLife Bank made repayments to the FHLB of NY

related to short-term borrowings of $9.7 billion $12.9 billion and $26.4 billion respectively During the year ended December 31 2009 MetUfe Bank

made repayments of $21 .2 billion to the FRB of NY and MICC made repayments of $300 million to the FHLB of Boston each related to short-term

borrowings

Debt Repurchases We may from time to time seek to 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
and accounting

factors Whether or not to repurchase any debt and the size and timing of any such repurchases will be determined in the Companys discretion In

December 2011 following regulatory approval the Company repurchased $650 million in aggregate principal amount of the surplus notes included in

collateral financing arrangements

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 indiyidual annuities lapses and surrenders tend to occur in the normal course of business During the

years ended December 31 2011 and 2010 general account surrenders and withdrawals from annuity products were $4.1 billion and $3.8 billion

respectively In Corporate Benefit Funding 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 the FHLB of Des Moines and the FHLB of Boston and other capital market

products most of the products offered have fixed maturities or fairlypredictable surrenders or withdraws With regard to Corporate Benefit Funding

liabilities that provide customers with limited liquidity rights at December 31 2011 there were $2.4 billion of funding agreements and other capital

market products that could be put back to the Company after period of notice Of these liabilities $535 million were subject to notice period of

90 days The remainder was subject to notice period of five months or greater An additional $188 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

DMdends 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 25 2011 November 2011 December 14 2011 $0.74 $787

October26 2010 November 2010 December14 2010 0.74 7841

October 29 2009 November 2009 December 14 2009 74 610

Includes dividends on convertible preferred stock issued in November 2010 See The Company Liquidity
and Capital Sources Convertible

Preferred Stock

Common stock dividend decisions are determined by MetLife Inc Board of Directors after taking into consideration factors such as the

Company current eamings expected medium term and long term eamings financial condition regulatory capital position and applicable

governmental regulations and policies The payment of dividends and other distributions by MetLife Inc to its security holders is subject to regulation by

the Federal Reserve See Business Regulation Financial Holding Company Regulation in the 2011 Form 10 and Note 18 of the Notes to

the Consolidated Financial Statements
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Information on the declaration record and payment dates as well as per share and aggregate dividend amounts for Preferred Stock is as follows for

the years ended December31 2011 2010 and 2009

Dividend

November 16 2009 November30 2009 December 15 2009

August 17 2009 August31 2009 September 15 2009

May 15 2009 May312009 June 15 2009

March 2009 February 28 2009 March 16 2009

Share Repurchases At December31 2011 MetLife Inc had $1.3 billion remaining under its common stock repurchase program authorizations

See Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity Securities in the 2011 Form 0-K for further

information relating to such authohzations During the years ended December31 2011 2010 and 2009 the Companydid not repurchase any shares

Under these authorizations MetLife Inc may purchase its common stock from the MetLife Policyholder Trust in the open market including pursuant

to the terms of pro-set trading plan meeting the requirements of Rule 0b5-1 under the Securities Exchange Act of 1934 as amended 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 market price of MetLife Inc.s common stock compared
to managements assessment of the stocks underlying value and applicable regulatory approvals as well as other legal and accounting factors See

Business U.S Regulation Financial Holding Company Regulation in the 2011 Form 10-K

Residential Mortgage Loans Held-for-Sale At December 31 2011 and 2010 the Company held $15.2 billion and $3.3 billion respectively in

residential mortgage loans held-for-sale From time to time MetLife Bank has an increased cash need to fund mortgage loans that it holds generally for

relatively short peod before
selling 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 FRB of NY 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 Securitized reverse residential mortgage loans were funded through issuance of GNMA securities for which the corresponding

liability at December 31 2011 of $7.7 billion is included in other liabilities

Investment and Other Additional cash outflows include those related to obligations of secunties lending activities investments in real estate limited

partnerships and joint v5ntur5s as well as litigOtiortLrelated liabilities Also the Company pledges collateral to and has collateral pledged to it by

counterparties under the Companys current dedvative transactions At December 31 2011 and 2010 the Company was obligated to return cash

collateral under its control of $9.5 billion and $26 billion respectively See Investments Derivative Financial Instruments Credit Risk With

respect to derivative transactions with credit ratings downgrade triggers two-notch downgrade would have increased the Companys derivative

collateral requirements by $83 million at December 31 2011 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

Secunties Lending The Company participates in securities lending program whereby blocks of securities which are included in fixed maturity

secunties and short term investments are loaned to third parties primarily brokerage firms and commercial banks The Company obtains collateral

usually cash from the borrower which must be returned to the borrower when the loaned securities are retumed to the Company Under the

Company securities lending program the Company was liable for cash collateral under its control of $24 billion and $24 billion at December 31

2011 and 2010 respectively.Of these amounts $2.7 billion and $2.8 billion at December31 2011 and 2010 respectively were on open meaning
that the related loaned security could be returned to the Company on the next business day upon return of cash collateral The estimated fair value of

the securities on loan related to the cash collateral on open at December 31 2011 was $2.7 billion of which $2.6 billion were U.S Treasury and

agency securities which if put to the Company can be immediately sold to satisfy the cash requirements

Declaration Date Record Date Payment Date

November15 2011 November 30 2011 December 15 2011 $02527777

August 15 2011 August 312011 September 15 2011 $02555555

May 16 2011 May31 2011 June 15 2011 $02555555

March 2011 February 28 2011 March 15 2011 $02500000

Series Series Series

Per Share Aggregate Per Share

In millions except per share data

$04062500

November 15 2010 November 30 2010 December 15 2010

August 16 2010 August31 2010 September 15 2010

May17 2010 May31 2010 June15 2010

March 2010 February 28 2010 March 15 2010

$02527777

$04062500

$04062500

$04062500

$26

$04062500

$04062500

$04062500

$04062500

$02555555

$02555555

$02500000

Series

Aggregate

$24

$24

24

24

$96

$24

24

24

24

$96

$24

24

24

24

$96

$26

$02527777

$02555555

$02555555

$02500000

$26

$04062500

$04062500

$04062500

$04062500
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Contractual Obligations The following table summarizes the Companys major contractual obligations at December31 2011

More than More than

One Year One Year to Three Years to More than

Totall or Less1 Three Years1 Five Years1 Five Years1

In millions

Future policy benefits $317 340 348 $10 561 $13 444 $286 987

Policyholder account balances 295341 33909 48569 32605 180258

Other policyholder liabilities 12188 7997 390 150 3651

Payables for collateral under securities loaned and

othertransactions 33716 33716

Bank deposits 10575 9309 218 48

Short-term debt 686 686

Long-term debt 30054 2390 4804 6126 16734

Collateral financing arrangements 6106 67 135 133 5771

Junior subordinated debt secutties 9933 258 517 516 8642

Commitments to lend funds 15065 13 736 101 93 1135

Operating leases 052 337 481 317 917

Other 25324 24850 31 443

Total $758380 $133603 $66807 $53432 $504538

The contractual obligations have not been adjusted for businesses exected to be divested in 2012 which are categorized according to he future

timing of such obligations irrespective
of the corresponding divestitures See MetLife Inc Capital and Note of the Notes to the

Consolidated Financial Statements

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 $4.6 billion have been excluded from 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 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 currentlyin-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 $317 billion exceeds the liability amount of $184 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 Æurrent date

For the majority of the Company 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 expenence and the assumptions used in the establishment of these

liabilities and the estimation of these cash payments

Policyholder account balances PAB5 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 PAB5 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 triggenng event such as surrender of or partial
withdrawal on policy or deposit contract is outside the control of the Company The

Cbmpany 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 $381 million as well as $4.3 billion relating to embedded derivatives

have been excluded from arnount 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 anyreinsurance

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 $295.3 billion exceeds the liability amount of $217.7 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 PABs
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 asfollows

Other policy-related balances includes liabilities for incurred but not reported claims and claims payable on group term life long-term disability

LIC and dental policyholder dividends left on deposit and policyholder dividends due and unpaid related primarily to traditional life ahd group life

and health and premiums received in advance Liabilities related to unearned revenue and negative VOBA of $2.3 billion and $3.6 billion

respectively have been excluded from 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 10 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 secunties 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 $2 billion at December 31 2011

Bank deposits Bank deposits of $10 billion exceed the amount on the balance sheet of $10 billion due to the inclusion of estimated interest

payments Liquid deposits including demand deposit accounts money market accounts and savings accounts are asCumed 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 secunties 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 future 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 future interest for the period from January

2012 through maturity

Long term debt bears interest at fixed and variable interest rates through their respective maturity dates Future interest on fixed rate debt was

computed using the stated rate on the obligations for the period from January 2012 through maturity Future interest on variable rate debt was

computed using prevailing rates at December 31 2011 and as such does not consider the impact of future rate movements Long-term debt also

includes payments under capital lease obligations of $1 million $6 million $2 million and $28 million in the one year or less more than one year to

three years more than three years to five years and more than five years categories respectively Long term debt presented in the table above excludes

$3 billion at December31 2011 of long term debt relating to CSEs

Collateral financing arrangements bear interest at fixed and variable interest rates through their respective maturity dates Future interest on fixed rate

debt was computed using the stated rate on the obligations for the period from January 2012 through maturity Future interest on variable rate debt

was computed using prevailing rates at December 31 2011 and as such does not consider the impact of future rate movements Pursuant to these

collateral financing arrangements MetLfe Inc 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 secunties bear interest at fixed interest rates through their respective redemption dates Future interest was computed

using the stated rates on the obligations for the period from January 2012 through the scheduled redemption dates as it is the Company
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 dates of the corresponding commitments As it relates to commitments to lend funds to partnerships and under bank credit facilities the

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

cannot be predicted such obligations are presented in the 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 Note 16 of the Notes to the Consolidated

Financial Statements and Off-Balance Sheet Arrangements
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Operating leases --- As lessee the Company has various operating leases primarily
for office space Contractual Drovisions 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 Note 16 of the Notes to the Consolidated

Financial Statements

Other Other liabilities presented in the table above are principally comprised of amounts due under reinsurance agreements 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 valueôffbrvard stock puruhase contracts the liability related to securitized reverse

residential mortgage loans and 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 $5.6 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 status of the Company 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 $205 million expected to be made by

the Company to the pension plan in 2012 and the contributions of $1.09 million expected to be made by the Company to the postretirement benefit

plans during 2012 virtually all contributions to the pension and postretirement benefit plans are made by the insurance subsidiaries of MetLife Inc with

little impact on MetLife Inc.s cash flows

Excluded from the table above àíº unrecognized tax benefits and related accrued interest of $679 million and $235 million respectively for which

the Company cannot reliably determine the timing of payment Current income tax payable is also excluded from the table

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 2011

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 been eliminated in consolidation Intercompany transactions amonginurance

subsidiaries and affiliates have been approved by the appropriate insurance regulators as required

Support Agreements MetUfe Inc and several of its subsidiaries eabh an Obliger are parties to various capital support commitments

guarantees and contingent-reinsurance agreements with certain subsidiaries of MetLife Inc 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 reinsurancri 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 MetLife Inc 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 conceming the Companys compliance with applicable insurance and other laws and regulations

The Company establishes liabilities for litigation
and regulatory loss contingencies when it is probable that loss has been incurred and the amount

of the loss can be reasonably estimated For material matters where loss is believed to be reasonably possible but not probable no accrual is made

but the Company discloses the nature of the contingency and an aggregate estimate of the reasonably possible range of loss in excess of amounts

accrued when such an estimate can be made 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 cases could have material adverse effect upon the

Companys financial position based on informatiori 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 litigatioh- 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

MetLife Inc

capital

Restrictions and Limitations on Bank Holding Companies and Financial Holding Companies MetLife Inc 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 all of MetUfe

Inc and MetLife Banks nsk based and leverage capital
ratios met the federal banking regulatory agencies well capitalized

standards In addition to

requirements whiCh may be imposed in connection with the implementation of Dodd-Frank such as the enhanced prudential standards under

proposed Regulation if adopted in the U.S Basel Ill will also lead to increased capital and liquidity requirements for bank holding companies such

as MetUfe Inc See Business U.S Regulation Industry Trends and Risk Factors Our Insurance Brokerage and Banking Businesses Are

Highly Regulated and Changes in Regulation and in Supervisory and Enforcement Policies May Reduce Our Profitability and Limit Our Growth in the

2011 Form 10K
Once MetLife Bank has completely exited its depository business MetLife Inc plans to terminate MetLife Banks FDIC insuranCe putting MetLife

Inc in position to be able te deregister as bank holding company Upon completion of the foregoing MetUfe Inc will no longer be regulated as

bank holding company However if in the future MetLife Inc is designated by the FSOC as non-bank systemically important financial institution it

would once again be regulated by the Federal Reserve including its capital requirements and may be suhject to enhanced supervision and prudential
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standards In October 2011 the FSOC issued notice of proposed ruleniaking outlining the process it will follow and the criteria it will use to assess

whether non-bank financial company should be so subject If MetLife Inc meets the quantitative thresholds set forth in the proposal the FSOC wilt

continue with further analysis using qualitative and quantitative factors For further information see Industry Trends

The following table contains the ABC ratios and the regulatory requirements for MetLife Inc as bank holding company and MetLife Bank

MetLfe Inc

ABC Ratios Bank Holding Company

Total ABC Ratio

Tier RBC Ratio

Tier Leverage Ratio

Tier Common Ratio

MetLife Bank

ABC Ratios Bank

December 31 Regulatory Regulatory

Requirements Requirements
2011 2010 Minimum Well Capitalized

Total RBC Ratio 12 55% 1500% 800% 10 00%

Tier ABC Ratio 12 54% 14 16% 400% 00%

Tier Leverage Ratio 527% 14% 400% 00%

Tier Common Ratio 9.72% 13.56% N/A N/A

Summary of Pr/many Sources and Uses of Liquidity and Capital For information regarding the primary sources and uses of MetUfe Inc.s liquidity

and capital see The Company Capital Summary of Primary Sources and Uses of Uquidity 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 facilities MetLife Inc is an active participant in the global financial

markets through which it obtaips significant amount of funding These markets which serve as cost-effective sources of funds are critical

components of MetUfe Inc.s 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 MetLife Inc access to

liquidity

MetLife Inc.s 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 eamings 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 intemal 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

MetLife Inc.s liquidity

Liquidity and Capital Sources

Dividends from Sçibsidianes MetLife Inc relies in part on dividends from its subsidianes to meet its cash requirements MetLife Inc insurance

subsidiaries are subject to regulatory restrictions on the payment of dividends imposed by the regulators of their respective domiciles The dividend

limitation for Li insurance subsidianes 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 paid

December 31 Regulatory

Requirements
2011 2010 Minimum

10.25% 8.52% 8.00%

9.98% 8.21% 4.00%

5.32% 5.11% 4.00%

9.39% 6.97% N/A

Regulatory

Requirements
Well Capitalized

10.00%

6.00%

N/A

N/A

Company

2012

Permitted

wlo

_________________________
Approval1

2011 2010 2009

Permitted Permitted Permitted

wlo w/o w/o

_______________________ _________
Paid2 Approval3 Paid2 Approval3 Paid2 Approval3

In millions

Metropolitan Life Insurance Company $1 350 $1 3214 $1 321 $6314 $1 262 $552

American Life Insurance Company 1685 661 6615 5115 $N/A $N/A

MetLife Insurance Company of Connecticut 504 517 517 $330 659 $714

Metropolitan Property and Casualty Insurance Company 30 $260 $300

Metropolitan Towe Life Insurance Company 82 80 80 $5697 93

$N/A

MetLife Investors Insyrance Company 18

Delaware American Life Insurance Company 12

Reflects dividend amounts that may be paid during 2012 without prior regulatory approval However because dividend tests may be based on

$$
88

$N/A
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dividends previously paid over rolling 12-month periods if paid before specified date during 2012 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 therelevant year without prior regulatory approval

Includes securities transferred to MetLife Inc of $170 million and $399 million during the years ended December 31 2011 and 2010 respectively

Reflects approximate dividend amounts permitted to be paid without prior regulatory approval

Reflects the respective dividends paid since the Acquisition Date See Note of the Notes to the Consolidated Financial Statements

Includes shares of an affiliate distributed to MetLife Inc as an in-kind dividend of $475 million

In addition to the amounts presented in the table above for the years ended December 31 2011 .2010 and 2009 cash dividends in the aggregate

amount of $139 million $0 and $215 million respectively were paid to MetLife Inc by certain of its other subsidianes Additionally for the years ended

December31 2011 2010 and 2009 MetUfe Inc received cash of $771 million $54 million and $0 respectively representing retums of capital

The dividend capacity of our non operations is subject to similar restrictions established by the local regulators The non 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 our non-U.S operations including Japans Financial Services Agency may also limit or not permit profit repatriations or

other transfers of funds to the U.S if such transfers are deemed to be detrimental to the solvency or financial strength of the non-U.S operations or for

other reasons Most of the non-U.S subsidiaries are second tier subsidiaries which are owned by various non-U.S holding companies The capital and

rating considerations applicable to the first tier subsidiaries may also impact the dividend flow into MetLife Inc

The Companys management actively manages its target and excess capital levels and dividend flows on proactive basis and forecasts local

capital positions as part
of the financial 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

MetLife Inc cannot provide assurances that MetUfe Inc.s subsidiaries will have statutory earnings to support payment of dividends to MetUfe Inc 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

Liquid Assets integral part of MetUfe Inc.s liquidity management is the amount of liquid assets it holds Liquid assets include cash and 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 and cash equivalents short-term investments and publicly-traded securities and ii cash collateral received

from counterparties in connection with derivative instruments At December 31 2011 and 2010 MetLife Inc had $4.2 billion and $2.8 billion

respectively in liquid assets In addition MetLife Inc 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 December 31 2011 and 2010 MetLife Inc had pledged

$449 million and $362 million respectively of liquid assets under collateral Łupport agreements

Dispositions Cash proceeds from dispositions during the years ended December 31 2011 2010 and 2009 were $180 million $0 and

$130 million respectively See Note of the Notes to the Consolidated Financial Statements for information regarding certain of these dispositions

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 MetLife Inc.s funding sources enhances funding flexibility limits dependence on any one source of funds and

generally lowers the cost of funds Other sources of MetLife Inc.s liquidity
include programs for short-term and long-term borrowing as needed

We continuously monitor and adjust our liquidity and capital plans in light
of changing requirements and market conditions

Long-term Debt The following table summarizes the outstanding long-term debt of MetLife Inc at

December 31

2011 2010

-In millions

Long term debt unaffiliated $15 666 $16 258

Long term debt affiliated1
500 665

Collateral financing arrangements
-- 2797 2797

Junior subordinated debt securities 1748 1748

Includes $165 million of affiliated senior notes associated with bonds held by ALICO at December31 2010 Such bOnds were sold to third party

in the second quarterof 2011

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 MetLife Inc had no short-term debt outstanding at both December 31 2011 and 2010 There was no short-term

debt activity in both 2011 and 2010 During the year ended December31 2009 the weighted average interest rate on short-term debt comprised-only

of commercial paper was 25% During the year ended December 31 2009 the average daily balance on short term debt was $5 million and the

average days outstanding was six days

Debt Issuances and Other Borrowings For information on MetLife Inc debt issuances and other borrowings see The Company Liquidity

and Capital Sources Debt Issuances and Other Borrowings
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Senior Notes The following table summarizes MetLife Inc.s outstanding senior notes series by maturity date excluding any premium or discount

atDecember3l 2011

Maturity Date Principal

In millions

2012 400

2012 397

2013 $500
2013 $250
2014

2014 $1 000

2015 $1 000

2016 $1250

2018 $1035

20181 500

201 82 500

2019 $1 035

2020 $729
2021 $1000

20231 500

2024 $1 000

2024 673

2032

2033

2034

2035

2041

20452

5.50%

2.38%

5.00%

6.75%

6.82%

1.56%

2.46%

7.72%

5.25%

4.75%

1.56%

1.92%

5.38%

6.50%

5.88%

6.38%

5.70%

5.88%

2.46%

Represents one of two tranches comprising the Series Debt Securities

Represents one of two tranches comprising the Series Debt Securities

Collateral Financing Arrangements For information on MetUfe Inc.s collateral financing arrangements see The Company Liquidity and

Capital Sources Collateral Financing Arrangements and Note 12 of the Notes to the Consolidated Financial Statements

Credit and Committed Facilities At December 31 2011 MetLife Inc 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 2011 MetLife Inc had outstanding $3.1 billion in letters of credit and no drawdowns against these

facilities Remaining unused commitments were $916 million at December31 2011

MetLife Inc maintains committed facilities with capacity of $300 million At December 31 2011 MetLife Inc had outstanding $300 million in

letters of credit ahd no drawdowns against these facilities There were no remaining unused commitments at December 31 2011 In addition MetLife

Inc is party tb committed facilities of certain of its subsidiaries which aggregated $12.1 billion at December 31 2011 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 MetLife Inc.s debt instruments credit facilities and committed facilities contain various administrative reporting legal and

financial covenants MetLife Inc believes it was in compliance with all such covenants at December 31 2011

Preferred Stock Convertible Preferred Stock Common Stock and Equity Units For information on preferred stock convertible preferred stock

common stock and equity units issued by MetLife Inc see The Company Liquidity and Capital Sources Preferred Stock Convertible

Prqferred Stock Common Stock and Equity Units respectively

Liquidity and Capital Uses

The primary uses of liquidity of MetLife Inc include debt service cash dividends on common and preferred 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 bur asset portfolio and other

cash flows and anticipated access to the capital markets we believe there will be sufficient liquidity and capital to enable MetLife Inc to make

payments on debt make cash dividend payments on its common and preferred stock contribute capital to its subsidiaries pay all general operating

expenses and meet its cash needs

Acquisitions During the years ended December 31 2011 and 2009 there were no cash outflows for acquisitions Cash outflows for acquisitions

during the year ended December 31 2010 were $7.2 billion See Note of the Notes to the Consolidated Financial Statements for information

regarding certain of these acquisitions

Affiliated Capital Transactions During the years ended December 31 2011 2010 and 2009 MetLife Inc invested an aggregate of $1 .9 billion

$699 million excludes the Acquisition and $986 million respectively in various subsidiaries

Interest Rate

5.38%

three-month UBOR .032%

5.00%

three-month LIBOR 1.25%

600

200

750

$1000

750

500
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MetLife Inc lends funds as necessary to its subsidiaries some of which are regulated to meet their capital requirements Such loans are included

in loans to subsidiaries and consisted of the following at

December 31

Subsidiaries
InterostRate MaturityDate 2011 2010

In millions

Metropolitan Life Insurance Company1 Six-month LIBOR 1.80% December31 2011 775

Metropolitan Life Insurance Company2 7.13% December 15 2032 400

Metropolitan Life Insurance Company2 7.13% January 15 2033 100

Total
$1275

In April 2011 MLIC repaid in cash the $775 million surplus note issued to MetLife Inc in December 2009 The early redemption was approved by

the New York Superintendent of Insurance

On December 15 2011 MLIC repaid in cash the $400 million and $100 million capital notes issued to MetUfe Inc in December 2002

In September and November 2011 American Life issued notes to MetLife Inc for $100 million and $270 million respectively American Life repaid

both notes during the fourth quarter of 2011

Debt Repayments In December 2011 MetLife Inc repaid the $750 million senior note with an interest rate of 6.13% MetLife Inc intends to

repay all or refinance in whole or in part the debt that is due in 2012 See MetLife Inc Liquidity and Capital Sources Senior Notes

Support Agreements MetLife Inc is party to various capital support commitments and guarantees with certain of its subsidiaries Under these

arrangements MetLife Inc has agreed to cause each such entity to meet specified capital and surplus levels or has guaranteed certain contractual

obligations

In June 2011 MetLife Inc guaranteed the obligations of its subsidiary DelAm under stop loss reinsurance agreement with RCA Reinsurance

Barbados Inc RGARe pursuant to which RGARe retrocedes to DelAm portion of the whole life medical insurance business that RGARe assumed

from American Life on behalf of its Japan branch

Prior to the sale in April 2011 of its 50% interest in MSI MetUfe to third party MetLife Inc guaranteed the obligations of its subsidiary Exeter

Reassurance Company Ltd Exeter under reinsurance agreement with MSI MetLife under which Exeter reinsures variable annuity business written

by MSI MetLife This guarantee will remain in place until such time as the reinsurance agreement between Exeter and MSI MetUfe is terminated

notwithstanding the April 2011 disposition of MetLife Inc.s interest in MSI MetLife as described in Note of the Notes to the Consolidated Financial

Statements

In March 2011 MetLife Inc guaranteed the obligations of its subsidiary Missouri Reinsurance Barbados Inc MoRe under retrocession

agreement with RGARe pursuant to which MoRe retrocedes portion of the closed block liabilities associated with industrial life and ordinary life

insurance policies that it assumed from MLIC

In November 2010 MetUfe Inc guaranteed the obligations of Exeter in an aggregate amount up to $1 .0 billion under reinsurance agreement with

MetUfe 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 MetUfe Inc guaranteed the obligations of MoRe under retrocession agreement with RGARe pursuant to which MoRe

retrocedes certain group term life insurance liabilities that it assumed from MLIC

In December 2009 MtLife Inc in connection with MetLife Reinsurance Company of Vermonts MRV 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 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

MetLife Inc 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

maintain total adjusted 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

MetLife Inc 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 MRC 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

MetLife Inc in connection with the collateral financing arrangement associated with MASCs reinsurance of universal life secondary guarantees

committed to the South Carolina Department of Insurance to take necessary action to cause MRSC to maintain total adjusted capital equal to the

greater of $250000 or 100% of MRSCs authorized control level ABC as defined in state 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

MetLife Inc has net worth maintenance agreements with two of its insurance subsidiaries MLIIC and First MetLife Investors Insurance Company

Under these agreements as subsequently amended MetLife Inc agreed without limitation as to the amount 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

MetLife Inc 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 Note of the Notes to the Consolidated Financial Statements
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Future Adoption of New Accounting Pronouncements

See Note of the Notes to the Consolidated Financial Statements

Subsequent Events

See Note 24 of the Notes to the Consolidated FinandiÆl Statements

Quantitative and Qualitative Disclosures About Market Risk

Risk Management

The Company must effectively manage measure and 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 management 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 regulariy 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 bhanges in the equity markets

Enterprise Risk Management MetUfe has established several financial and non-financial senior management committees as part of its risk

management process These committees manage capital and risk positions approve ALM strategies and establish appropriate corporate business

standards Further enhancing its committee structure during the second quarter of 2010 MetLife created an Enterprise Risk Committee including the

following voting merhbers the Chief Financial Officer the Chief Investment Officer 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 Companys Board of Directors with respect to credit risk reporting to the

Investment Committee of the Companys Board of Directors arid reporting on various aspects of risk to financial and non-financial senior

management committees

Asset/Liability Management The Company actively manages its assets using an approach that balances quality diversification asset/liability

matching liquidity concentration and investment retum The goals of the investment process are to optimize net of income tarç risk-adjusted

investment income 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 underiying 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 WorNng 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 are mainly exposed to changes in medium- and long-term interest rates The interest rate

sensitive liabilities for purposes of this disclosure include debt PABs related to certain investment type contracts and net embedded derivatives on

variable annuities with guaranteed minimum benefits which have the same typo 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 strategies include 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 in the 2011 Form 10-K

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-U.S 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 eehange rate risk in the Companys investment portfolios and liabilities are

the Euro the Japanese yen the British pound the Mexican peso and the Canadian dollar 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 Japanese yen the Polish zloty the Mexican peso the British pound the Australian dollar the Euro the Korean won and the Canadian 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 exchange rate fluctuation risk The Company has matched much of its foreign 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 in the 2011 Form 10-K

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 PAB5 alohgith 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
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benefits The Company also manages equity market risk exposure in fts 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 GMP

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 evaluatirg the potential gain or loss on most of the Companys in-force business under various increasing and decreasing interest

rate environments The Department of Financi Services regulations require that MetLife perform some of these analyses annually as part of MetUfes

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 GMP 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 unsegmented

general accounts for which the investment strategy reflects the aggregate characteristics of liabilities in those entities The Company measures relative

sensitivities of the vue of its assets and liabilities to changes in key assumptions utilizing Company models These models reflect specific product

characteristics and include assumptions based on current and anticipated experience regarding lapse mortality and interest crediting rates In addition

these models include asset cash flow projections reflecting interest payments sinldng 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 sensftivity of assets and liability values to changes

in interest ratØs.ln 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 CuTency Exchange Rate Risk Management Foreign currency exchange rate risk is assumed primarily in three ways investments 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

MetUfe uses foreign currency swaps and forwards to mitigate the liability exposure risk of loss and the volatility of net income associated with its

investments in foreign subsidiaries foreign currency denominated fixed income investments and the sale of certain 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 MetUfe uses derivatives to mitigate 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

Hedging Activities 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 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

futures 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 and foreign 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 2011 The sensitivity analysis separately calculates each of the Companys market risk exposures
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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 the related sensitivity analysis including the

impact of prepayment rates on mortgages

for the derivatives that qualify as hedges the impact on reported earnings may be materially different from the change in market values

the analysis excludes other
significant

real estate holdings and 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 todis 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 December31 2011

December31 2011

In millions

Non-trading

Interest rate risk $4319

Foreign currency exchange rate risk $4547

Equity market risk 37

Trading

Interest rate risk

Foreign currency exchange rate risk 486
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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 December31 2011 by type of asset or liability

December 31 2011

Estimated

Not lonal Fair

Amount Value3
___________

In millions

Assets

Fixed maturity securities

Equity securities

Trading and other securities

Mortgage loans

Held-for-investment

Held-for-sale ________ ______

Mortgage loans net

Policy loans

Real estate joint ventures1

Other limited partnership interests1

Short-term investments

Other invested assets

Mortgage servicing rights

Other

Cash and cash equivalents

Accrued investment income

Premiums reinsurance and other receivables

Other assets

Net embedded derivatives within asset host contracts2

Mortgage loan commitments 4129

Commitments to fund bank credit facilities bridge loans and private corporate bond investments 1432
______

Total Assets
_____

Liabilities

Policyholder account balances

Payables for collateral under securities loaned and other transactions

Bapk deposits

Short-term debt

Long-term debt

Collateral financing arrangements

Junior subordinated debt securities

Other liabilities

Trading liabilities

Other

Net embedded derivatives within liability host contracts2 ______

Total Liabilities

Assuming
10% Increase

in the Yield

Curve

$4941

220
35

255
125

227
10
17

$5530

740

186

105

25

1677

$2735

$350271

3023

18268

59560
7526

67086

14213
183

1656

17310

666

1434

10461

4344

5232

308

363

51

$153304

33716

10507
686

22514

4136

3491

127

4087

4584

Derivative Instruments

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Interest rate options

IntOrest rate forwards

Synthetic GICs

Foreign currency swaps

Foreign currency forwards

Currency futures

Currency options

Credit default swaps

Credit forwards

Equity futures

Equity options

Variance swaps

Total rate of return swaps

Total Derivative Instruments

Net Change

$79733

$23866

$49665
$14965

$16988
$14033

4454
$16461

$10149

633

1321

$13136

20

7853

$17099

$18801

1644

6042 $1049
1081 89

102 25

103
890 200
195 31

140

213

16

3084 90
322

24

$1 529

$4324

ReprOsents 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 bome by the holder of the

separate account
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Interest rate nsk has decreased by $1 .1 billion or 20% to $4.3 billion at December 31 2011 from $5.4 billion at December 31 2010 The

decrease in risk is primarily due to large decline in interest rates across the long end of the swaps and U.S Treasury curves which decreased risk by

$1 .8 billion This decrease in risk was partially offset by change in the net asset and liability bases of $590 million and the yield impact to long term

debt Cf $230 million The remainder of the fluctuation is attributable to numerous immaterial items

SenaitlvityAhalysis Foreign Cunpncy 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 December31 2011 by type of asset or liability

December31 2011

Assuming
Estimated 10% Increase

Notional Fair in the Foreign

Amount Value1 Exchange Rate

In millions

Assets

Fixed maturity securities $350271 $7945
Equity securities 3023 106
Trading and other secunties 18268 486
Mortgage loans

Held-for-investment 59560 450
Held-for-sale 7526

______

Mortgage loans net 67086 450
Policy loans 14213 187
Other limited partnership interests 1656 10
Short-term investments 17310 204
Other invested assets

Mortgage servicing rights 666

Other 1434 62
Cash and cash equivalents 10461 135
Accrued investment income 4344
Premiums reinsurance and other receivables 5232 162
Other assets 308

Total Assets $9761

Liabilities

Policyholder account balances $153304 $3375
Bank deposits 10507

Long-term debt 22514 126

Payable for collateral under securities loaned and other transactions 33716
Other liabilities 4087 163

Net embedded derivatives within liability host contracts2 4584 476

Total Liabilities $4143

Derivative Instruments

Interest rate swaps $79733 6042 41
Interest rate floors $23866 1081

Interest rate caps $49665 102

Interest rate futures $14965
Interest rate options $16988 890 17
Interest rate forwards $14033 195

Synthetic GICs 4454

Foreign currency swaps $16461 112 736

Foreign currencyforwards $10149 140 46

Currency futures 633 53
Currency options 1321 29

Credit default swaps $13136 213

Credit forwards 20

Equity futures 7053 16

Equity options $17099 3084 109
Varianceswaps $18801 322
Total rate of return swaps 1644 24

Total Derivative Instruments 585

Net Change $5033

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 foreign exchange risk

Embedded derivatives are recognized in fhe consolidated balance sheet in the same caption as the host contract

Foreign currency exchange rate risk increased by $1.0 billion to $5.0 billion at December31 2011 from $4.0 billion at December31 2010 This

change was due to an increase in exchange r3te risk relating to fixed maturity securities including trading and other securities of $1.6 billion due to

higher net exposures primarily to the British pound the Australian dollar and the Japanese yen This was partially offset by an increase in the foreign

exposure related to PAB5 and other liabilities and the use of derivatives employed by the Company of $274 million and $280 million respectively The

remainder of the fluctuation is attributable to numerous immaterial items
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Sensitivity Analysis Equity Market Prices The table below provides additional detail regardfrrg
the potential loss in estimated fair value of the

Companys portfolio due to 10% change in equity at December31 2011 by type of asset or liability

December 31 2011

AsMimlng

Estimated 10% Increase

Notional Fair in Equity

Amount Value1 Prices

In millions

Assets

Equity securities
3023 346

Other invested assets

Net embedded derivatives within asset host contracts2
363 Ii7

Total Assets
329

Liabilities

Policyholder account balances
$153304

Bank deposits
10507

Other liabilities

Net embedded derivatives within liability host contracts2
4584 739

Total Liabilities
739

Derivative Instruments

Interest rate swaps
$79733 6042

Interest rate floors
$23866 1081

Interest rate caps
$49665 102

Interest rate futures $14965

Interest rate options
$16988 890

Interest rate forwards $14033 195

Synthetic GICs 4454

Foreign currency swaps
$16461 112

Foreign currency forwards $10149 140

Currency futures
633

Currency options
1321

Credit default swaps
$13136 213

Credit forwards
20

Equity futures 7053 16 680

Equityoptions
$17099 3084 286

Variance swaps
$18801 322 13

Total rate of return swaps
1644 24

Total Derivative Instruments
$1 iQ

Net Change
37

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 price risk

Embedded derivatives are recognized in the consolidated balance sheet in the same caption as the host contract

During the fourth quarter of 2011 the analysis of the impact of 10% change increase or decrease in equity prices determined that due to

change in the portfolio composition of derivatives employed by the Company an increase of 10% had the most adverse effect on our equity risk

while the prior year ends analysis of equity prices shows decrease of 10% had the most adverse effect

Equity price risk increased by $23 million to $37 million at December 31 2011 from $14 million at December 31 2010 This increase is primarily

due to change in the portfolio composition of derivatives employed by the Company
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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 of control

procedures ThelbbjectiCes 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 December 31 2011 pertaiHng to financial

reporting in accordance with the criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission

In the opinion of management MetLife Inc maintained effective internal control over financial reporting at December 31 2011

Deloitte Touche LLP an independent registered public accounting firm has audited the consolidated financial statements and consolidated

financial statement schedules included in the Annual Report on Form 10-K for the year ended December 31 2011 The Report of the Independent

Registered Public Accounting Firm on their audit of the consolidated financial statements and consolidated financial statement schedules iØ included at

page 204

Attestation Report of the Companys Registered Public Accounting Firm
The Companys independent registered ublic accduhting firm Deloiffe TouchØ LLP has issued their attestation report on rnaagements 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 December 31 2011 based on

criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission The

Companys management is responsible for maintaining effective 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 over financial reporting including the possibility of collusion or improper management override of

controls material misstatements due to error or fraud may not be prevented or detected on 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 effective internal control over financial reporting as of December 31 2011 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 December 31 2011 and our report dated February 28 2012 expressed an

unqualified opinion on those consolidated financial statements

Is DELOITTE TOUCHE LLP

DELOITTE TOUCHE LLP

New York New York

February 28 2012

MetUfe Inc
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

MetLife Inc

We have audited the accompanying consolidated balance sheets of MetLife Inc and subsidiaries the Company as of December31 2011 and

2010 and the related consolidated statements of operations equity and cash flows for each of the three years in the period ended December 31

2011 These consolidated financial statements are the responsibility of the Companys management Our responsibility is to express an opinion on the

consolidated financial statements based on our audits

We conducted our audits in accordance with the standard8 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 matenal

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 management 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 matenal respects the financial position of MetLife Inc and subsidiaries as

of December31 2011 and 2010 and the results of their operations and their cash flows foreach of the three years in the period endedDecember 31

2011 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

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the Companys intemal

control over financial reporting as of December 31 2011 based on the criteria established in Internal Control Integrated Framework issued by the

Committee of Sponsohng Organizations of the Treadway Commission and our report dated Febnjary 28 2012 expressed an unqualified opinion on

the Companys intemal control over financial reporting

Is DELOITTE TOUCHE LLP

DELOITTE TOUCHE LLP

New York New York

February 28 2012
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MetLife Inc

Consolidated Balance Sheets

December 31 2011 and 2010

In millions except share and per share data

2011 2010

Assets

Investments

Fixed maturity securities available-for-sale at estimated fair value amortized cost $32981 and $31 7617 respectively includes $3225 and

$3330 respectively relating to variable interest entities $350271 $324797

quity securities available-for-sale at estimated fair value cost $3208 and $3621 respectively 3023 3602

Trading and other securities at estimated fair value includes $473 and $463 respectively of actively traded securities and $280 and $387

respectively relating to variable interest entities 18268 18589

Mortgage loans

Held-for-investment principally at amortized cost net of valuation allowances of $481 and $664 respectively includes $3187 and $6840

respectively at estimated fair value relating to variable interest entities 56915 58976
Held-for-sale principally at estimated fair value includes $10716 ahd $2510 respectively under the fair value option 15178 3321

Mortgage loans net 72093 62297
Policyloans 11892 11761

Real estate and real estate Joint ventures includes $15 and $10 respectively relating to variable interest entities 8563 8030
Other limited partnership interests includes $259.and $298 respectively relating to variable interest entities 6378 6416
Short-term investments principally at estimated fair value 17310 9384
Other invested assets principally at estimated fair value includes $98 and $104 respectively relating to variable interest entities 23628 15430

Total investments 511426 460306
Cash and cash equivalents principally at estimated fair value includes $176 and $69 respectively relating to variable interest entities 10461 12957
Accrued investment income includes $16 and $34 respectively relating to variable interest entities 4344 4328
Premiums reinsurance and other receivables includes $12 and $2 respectively relating to variable interest entities 22481 19799
Deferred policy acquisition costs and value of business acquired 27971 27092
Goodwill 11935 11781
Other assets includes $5 and $6 respectively relating to variable interest entities 7984 8174
Assets of subsidiaries held-for-sale 3331

Separate account assets 203023 183138

Total assets $799625 $730906

Liabilities and Equity

Liabilities

Future policy benefits $184252 $1 70912

Policyholder account balances 217700 210757
Other policy-related balances 15599 15750

Policyholder dividends payable 774 830

Policyholder dMdend obligation 2919 876

Payables for collateral under securities loaned and other transactions 33716 27272

Bankdeposits 10507 10316
Short-term debt 686 306

Long-term debt includes $3068 and $6902 respectively at estimated fair value relating to variable interest entities 23692 27586
Collateral financing an-angements 4647 5297
Junior subordinated debt securities 3192 3191
Current income lax payable 193 297

Deferred income tax liability 7535 1856
Other liabilities includes $60 and $93 respectively relating to variable interest entities and $7626 and $0 respectively under the fair value

option 30914 20366
Uabilities of subsidaries held-for-sale 3043

Separate account liabilities 203023 183138

Total liabilities 739349 681 793

Contingencies Commitments and Guarantees Note 16
Redeemable noncontrolling interests in partially owned consolidated subsidiaries 105 117

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

Convertible preferred stock and 6857000 shares issued and outstanding at December31 2011 and 2010 respectively

Common stock par value $3.01 per share 3000000000 shares authorized 1061150915 and 989031704 shares issued at

December 31 2011 and 2010 respectively 1057957028 and 985837817 shares outstanding at December 31 2011 and 2010

respectively 11 10

Additional paid-in capital 26782 26423
Retained earnings 27289 21363

Treasury stock at cost 3193887 shares at December31 2011 and 2010 172 172
Accumulated other comprehensive income loss 5886 1000

Total MetUfe Inc.s stockholders equity 59797 48625

Noncontrolling interests 374 371

Total equity 60171 48996

Total liabilities and equity $799625 $730906

See accompanying notes to the consolidated financial statements

88 MetLife Inc



MetLife Inc

Consolidated Statements of Operations

For the Years Ended December 31 2011 2010 and 2009

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

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

Preferred stock redemption premium

Net income loss available to MetLife Inc.s common shareholders

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

Diluted

Cash dividends declared per common share

See accompanying notes to the consolidated financial statements

2011 2010 2009

$3636t $27071 $26157

7806 6028 5197

19606 17511 14741

2632 2328 2329

924 682 2432

31 212 939

88 62 1408

867 408 2901
4824k 265 486

70262 52265 40657

35457 29185 28003

5603 4919 4845

1446 1485 1649

17730 12764 10521

60236 48353 45018

10026 3912 4361
3075 1165 2025

6951 2747 2336
20 39 58

6971 2786 2278
10

6981 2790 2246
122 122 122

146

6713 2668 2368

632

6.27

6.34

6.29

0.74

2.98

2.96
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Consolidated Statements of Cash Flows

For the Years Ended December 31 20112010 and 2009

In millions

2011 2010 2009

Cash flows from operating activities

Net income loss
6971 2786 2278

Adjustments to reconcile net income loss to net cash provided by operating activities

Depreciation and amortization expenses
679 520

Amortization of premiums and accretion of discounts associated with investments net 477 967

Gains losses on investments and derivatives and from sales of businesses net 3181 7715

Income loss from equity method investments net of dividends or distributions
315 1279

Interest credited to policyholder account balances
5603 4852

Interest credited to bank deposits
95 163

Universal life and investment-type product policy fees
7806 5218

Change in trading and other securities
648 1152

Change in residential mortgage loans held-for-sale net 4530 800

Change in mortgage servicing rights
60 687

Change in accmed investment income
525 110

Change in premiums reinsurance and other receivables
58 1653

Change in deferred policy acquisition costs net
1397 1837

Change in income tax recoverable payable
2022 2614

Change in other assets
2360 660

Change in insurance-related liabilities and policy-related balances 7068 6401

Change in other liabilities

1136 865

Other net
261 153 Ji

Net cash provided by operating activities
10290 7996 3803

Cash flows from investing activities

Sales maturities and repayments of

Fixed maturity securities
104302 86529 64428

Equity securities
2006 1371 2545

Mortgage loans
13 486 361 769

Real estate and real estate joint ventures
1296 322 43

Other limited partnership interests
1121 522 947

Purchases of

Fixed maturity securities

Equity securities

Mortgage loans

Real estate and real estate joint ventures

Other limited partnership interests

Cash received in connection with freestanding dehvatives

Cash paid in connection with freestanding derivatives

Sales of businesses net of cash and cash equivalents disposed of $54 $0 and $180 respectively

Sale of interest in joint
venture

Disposal of subsidiary

Purchases of businesses net of cash and cash equivalents acquired of $70 $4175 and $0 respectively

Net change in policy loans

Net change in short-term investrriprits

Net change in other invested assets

Other net
J19 86J 6Q

Net cash used in investing activities
222 18314 $1 3935

See accompanying notes to the consolidated financial statements
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Consolidated Statements of Cash Flows Continued
For the Years Ended December 31 2011 2010 and 2009

In millions

2011 2010 2009

Cash flows from financing activities

Policyholder account balances

Deposits
$91946 74296 $77517

Withdrawals
87625 69739 79799

Net change in payables for collateral under securities loaned and other transactions 6444 3076 6863
Net change in bank deposits 96 32 3164
Net change in shod-term debt 380 606 1747
Long-term debt issued 1346 5090 2961
Long-term debt repaid 2042 1061 555
Collateral financing arrangements issued

05
Collateral financing arrangements repaid 502
Cash received in connection with collateral financing arrangements 00 775
Cash paid in connection with collateral financing arrangements 63 400
Junior subordinated debt securities issued

500
Debt issuance costs 14 30
Common stock issued net of issuance costs 2950 3529
Stock options exercised

88 52
Redemption of convertible preferred stock 2805
Preferred stock redemption premium 146
Common stock issued to settle stock forward contracts 1035
Dividends on preferred stock 122 122 122
Dividends on common stock 787 784 610
Other net

125 304 42
Net cash provided by used in financing activities 9382 13381 4103
Effect of change in foreign currency exchange rates on cash and cash equivalents balances 22 29 08

Change in cash and cash equivalents 2585 2934 14127
Cash and cash equivalents beginning of year 13046 10112 24239
Cash and cash equivalents end of year 10461 13046 10112
Cash and cash equivalents subsidiaries held-for-sale beginning of year 89 88 108

Cash and cash equivalents subsidiaries held-for-sale end of year 89 88

Cash and cash equivalents from continuing operations beginning of year $12957 10024 $24131

Cash and cash equivalents from continuing operations end of year $10461 12957 $10024

Supplemental disclosures of cash flow information

Net cash paid received during the year for

Interest

1565 1489 989

Income
676 23 397

Non-cash transactions during the year

Business acquisitions

Assets acquired1 327 $125728
Liabilities assumedi 94 109306
Redeemable and non-redeemable noncontrolling interests assumed 130
Net assets acquired 233 16292
Cash paid excluding transaction costs of $0 $88 and $0 respectively 233 7196
Other purchase price adjustments 98

Securities issued
9194

Remarketing of debt securities

Fixed maturity securities redeemed
32

Long-term debt issued
1035

Junior subordinated debt securities redeemed 1067

Purchase money mortgage loans on sales of real estate joint ventures 93

Real estate and real estate joint ventures acquired in satisfaction of debt 292 93 211

Collateral financing arrangements repaid 148

The 2010 amounts include measurement period adjustments described in Note

See accompanying notes to the consolidated financial statements
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Notes to the Consolidated Financial Statements

Business Basis of Presentation and Summary of Significant Accounting Policies

Business

MetLife or the Company refers to MetLife Inc Delaware corporation incorporated in 1999 its subsidiaries and affiliates MetLife is leading

global provider of insurance annuities and employee benefit programs throughout the United States Japan Latin America Asia Pacific 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 tydup insurance and retirement savings products and services to corporations and

other institutions

MetLife is organized into six segments Insurance Products Retirement Products Corporate Benefit Funding and Auto Home collectively

US Business and Japan and Other International Regions collectively International See Note 22

Basis of Presentation

The accompanying consolidated financial statements include the accounts of MetLife Inc and its subsidiaries as well as partnerships and joint

ventures in which the Company has control and variable interest entities MEs for which the Company is the primary beneficiary See Adoption of

New Accounting Pronouncements Closed block assets liabilities revenues and expenses are combined on line-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 CompanyAmerican Life from

AM Holdings LLC formerly known as ALICO Holdings LLC AM Holdings subsidiary of American International Group Inc AIG and Delaware

American Life Insurance Company DelAm from AIG American Life together with DeIAm collectively ALICO the Acquisition The Acquisition was

accounted for using the acquisition method of accounting ALICOs fiscal year-end is November 30 Accordingly the Companys consolidated financial

statements reflect the assets and liabilities of ALICO as of November 30 2011 and 2010 and the operating results of ALICO for the year ended

November 30 2011 and the one month ended November 30 2010 The accounting policies
of ALICO were conformed to those of MetLife upon the

Acquisition See Note

Certain amounts in the prior years consolidated financial statements and related footnotes thereto have been reclassified to conform with the 2011

presentation as discussed throughout the Notes to the Consolidated Financial Statements

Summaiy of Significant Accounting Policies and Critical Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America GAAP requires

management to adopt accounting policies and make estimates and assumptions that affect amounts reported in the consolidated financial statements

description of critical estimates is incorporated within the discussion of the related accounting policies which follows In applying these policies

management makes subjective and complex udgments 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 business

and operations Actual results could differ from these estimates

Investments

The accounting policies for the Companys principal
investments are as follows

Eyed 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 securities are recorded when declared Interest dividends and prepayment fees are recorded in

net investment income

Included within fixed maturity securities are structured securities including mortgage-backed and asset-backed securities ABS
Amortization of the premium or discount 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 originally anticipated and the actual

prepayments received and 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 maryet 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 decline in 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 of

severity 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

Management considers wide range of factors about the security issuer and uses its best judgment in evaluating the cause of the decline in

the estimated fair value of the security and in assessing the 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 significant

financial difficulties ii 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 fixed maturity securities whether the Company has the intent to sell or will more
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Notes to the Consolidated Financial Statements Continued

likely than not be required to sell particular security before the decline in estimated fair value below amortized cost recovers vii with respdct to

structured securities changes in forecasted cash flows after considering 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 and vu other subjective factors including concentrations and information obtained from

regulators and
rating agencies

For fixed maturity securities in an unrealized loss position an other-than-temporary impairment 0111 is recognized in earnings when it is

anticipated that the amortized cost will not be recovered In such situations the 0111 recognized in earnings is the entire difference between the

fixed maturity security amortized cost and its estimated fair value only when either the Company has the intent to sell the fixed matunty

security or 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 OJTIrelated to other-

than credit factors noncredit loss is recorded in other comprehensive income loss Adjustments are not made for subsequent recoveries in

value

With respect to equity securities the Company considers in its 0111 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 It 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 security will

be deemed other-than-temporarily impaired in the period that the sale decision was made and an 0Th 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

Upon acquisition the Company classifies perpetual securities that have attributes of both debt and equity as fixed maturity securities if the

securities have an interest rate step-up feature which when combined with other qualitative factors indicates that the securities have more debt-

like characteristics while those with more equity-like characteristics are classified as equity securities within non-redeemable preferred stock
Many of such securities commonly referred to as perpetual hybrid securities have been issued by non-U.S financial institutions that are

accorded the highest two
capital treatment categories by their respective regulatory bodies i.e core capital or Tier capital and perpetual

deferrable securities or Upper Tier capital With respect to perpetual hybrid securities the Company considers in its 0111 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 Company methodology and significant inputs used to determine the amount of the credit loss on fixed maturity securities 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 additional 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 of the 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 as described in ii above as well as private and public sector programs to restructure foreign government securities

The cost or amortized cost of fixed maturity and equity securities is adjusted for 0111 in the period in which the determination is made 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

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 fair value option 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
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certain insurance products RO Securities also include contractholder-directed investments supporting unit-linked variable annuity type liabilities

which do not qualify
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 PABs

through interest credited to policyholder account balances Changes in estimated fair value of these securities subsequent to purchase are

included in net investment income except for certain fixed maturity securities included in FVO Securities where changes are included in net

investment gains losses RO Securities also include securities held by consolidated securitization entities CSE5 with changes in estimated

fair value subsequent 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 lending 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 of loan the Company obtains collateral usually cash in an amount generally 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 Income and expenses associated

with securities lending transactions are reported as investment income and investment expense respectively 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 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 FVO was elected for these commercial mortgage loans and thus they are stated at estimated fair value with

changes in estimated fair value subsequent to consolidation recognized in net investment gains losses

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 believes all

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 onprincipal 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 under the 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 the estimated fair value of the loans underlying collateral if the loan is in

the process of foreclosure or otherwise collateral dependent or it 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 Companys experience for loan losses defaults and loss severity and loss expectations for loans with

similar risk characteristics These evaluations are revised as conditions change and new information becomes available

For commercial and agricultural mortgage loans the Company typically uses 10 years or more of historical experience in establishing

non-specific valuation allowances For commercial mortgage loans 20 years of historical experience is used which captures multiple

economic cycles For evaluations of commercial mortgage loans in addition to historical experience management considers factors that

include the impact of rapid change to the economy which may not be reflected in the loan portfolio and recent loss and recovery trend

experience as compared to historical loss and recovery experience For agricultural mortgage loans ten years of historical experience is used

which captures full economic cycle For evaluations of agricultural loans in addition to historical experience management considers factors

that include increased stress in certain sectors which may be evidenced by higher delinquency rates or change in the number of higher

risk loans For commercial and agricultural mortgage loans on quarterly basis management incorporates the impact of these current

market events and conditions on historical experience in determining the non-specific valuation allowance established for each portfolio

segment level For evaluations of residential mortgage loans the key inputs of expected frequency and expected losri reflect current market

conditions with expected frequency adjusted when appropriate for differences from market conditions and the Companys experience

Commercial and Agricultural Mortgage Loans All commercial loans are reviewed on an ongoing basis which may include an analysis of

the property financial statements and rent roll lease rollover analysis property inspections market analysis estimated valuations of the

underiying collateral loan-to-value ratios debt service coverage ratios and tenant creditworthiness All agricultural loans are monitored on an
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ongoing basis 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 Higherrisk 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 Company also reviews the loan-to-value ratio of its commercial loan portfolio

Loan-to-value ratios compare the unpaid principal balance of the loan to the estimated fair value of the underlying collateral loan-to-value

ratio greater than 100% indicates that the loans unpaid principal balance is greater than the collateral value loan-to-value ratio of less than

00% indicates an excess of collateral value over the loans unpaid principal balance Generally the higher the loan-to-value ratio the higher

the risk of experiencing credit loss The debt service coverage ratio and loan-to-value ratio as well as the values utilized in calculating these

ratios are updated annually on rolling basis with portion of the loan portfolio updated each quarter

For agricultural loans the Companys primary credit quality indicator is the loan-to-value ratio The values utilized in calculating this ratio are

developed in connection with the ongoing review of the agricultural loan portfolio and are routinely updated
Residential Mortgage Loans The Companys 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 charactehstics 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 pertorming or non-performing status is assessed monthly Generally non-performing residential loans have higher risk of

experiencing credit loss

Mortgage Loans Modified in Troubled Debt Restructuring For small portion of the portfolio classified as troubled debt restructurings

concessions are granted related to the borrowers financial difficulties Generally the types of concessions include reduction of the contractual

interest rate extension of the maturity date at an interest rote lower than current market interest rates and/or reduction of accrued interest The

amount timing and extent of the concession granted is considered in determining any impairment or changes in the specific valuation allowance

recorded in connection with the troubled debt restructuring Through the continuous portfolio monitoring process specific valuation allowance

may have been recorded prior to the quarter when the mortgage loan is modified in troubled debt restructuring Accordingly the carrying value

after specific valuation allowance before and after modification through troubled debt
restructuring may not change significantly or may

increase if the expected recovery is higher than the pre-modification recovery assessment

Mortgage Loans Mortgage Loans Held-For-Sale This caption includes three categohes of mortgage loans

Residential mortgage loans held-for-sale Forward and reverse residential mortgage loans originated with the intent to sell for which

the FVO was elected are stated at estimated fair value Subsequent changes in estimated fair value are recognized in other revenues

Mortgage loans held-for-sale lower of amortized cost or estimated fair value Mortgage loans that were previously designated as

held-for-investment but now are designated as held-for-sale are stated at the lower of amortized cost or estimated fair value 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 or for collateral

dependent loans estimated fair value less expected disposition costs with any loss recognized in net investment gains losses
Securitized reverse residential mortgage loans Reverse residential mortgage loans originated with the intent to sell which have been

sold into Government National Mortgage Association GNMA securitizations for which the FVO was elected are stated at estimated fair

value Prior to December 31 2011 consistent with historical industry practice these standard form loans were de-recognized from the

balance sheet upon the GNMA securitization However after an industry led review of the GNMA securitization program the Company has

determined that these securitized reverse residential mortgage loans do not quality for de-recognition Therefore as of December 31 2011
the Company recorded $7.7 billion of reverse mortgage loans included within mortgage loans held-for-sale The FVO was also elected for

the $7.6 billion corresponding liability included within other liabilities Subsequent changes in estimated fair value of both the asset and

liability are recognized in other revenues The Companys economic exposure is generally limited to its servicing rights Prior year amounts
have not been included in the financial statements as these amounts were not material to such financial statements

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 are 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 pior to seftiement of the policy

Real Estate 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 classifies 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 comparison to 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-forsale is
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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 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 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 ownership interest or more than minor influence over the joint ventures or partnerships operations but

does not have 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 not available and the contractual agreements provide for the

delivery of the investees financial information after the end of the Companys reporting period 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 Based on the nature and structure of these investments they do not

meet the characteristics of an equity security 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 0111 when the carrying value of real estate joint ventures and other limited

partnership interests exceeds the net asset value NAy 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 brown information and inherent risks in the underlying investments as well as future capital

commitments in determining whether an impairment has occurred When an 0111 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 securities and other investments with remaining maturities of one year or less but

greater than three months at the time of purchase and are stated at estimated fair value or amortized cost which approximates estimated fair

value

Other Invested Assets Other invested assets consist principally
of freestanding derivatives with positive estimated fair values leveraged

leases investments in insurance enterprise joint ventures tax credit partnerships funding agreements mortgage servicing rights MSRs and

funds withheld

Freestanding derivatives with positive estimated fair values are described in Derivative Financial Instruments below

Leveraged leases are recorded net of non-recourse debt 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 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 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

MSR5 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 MSRs are reported in other revenues in the period in

which the change occurs

Funds withheld represent receivable for amounts contractually withheld by ceding companies in accordance with reinsurance agreements

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 inbome

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 as described in Fair Value below and in Note Such estimated fair values are based on available market information and

managements judgments about financial instruments The observable and unobservable inputs used in the standard market valuation methodologies

are described in Note
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The estimated fair value of residential mortgage loans held-for-sale and securitized reverse residential mortgage loans are primarily based on

observable
pricing for securities backed by similar types of loans adjusted to convert the securities prices to loan prices or from independent broker

quotations which is intended to approximate the amounts that would be received from third parties Certain other mortgage loans designated as

held-for-sale are recorded at the lower of amortized cost or estimated fair value or for collateral dependent loans estimated fair value of the collateral

less expected disposition costs For these loans estimated fair value is determined using independent broker quotations or values provided by

independent valuation specialists or when the loan is in foreclosure or otherwise collateral dependent the estimated fair value of the underlying collateral

is 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 valuation

inputs and assumptions which are described in Note 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 Companys 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 certainl securities

The determination of the amount of valuation allowances and impairments as applicable is described previously by investment type The
determination of such valuation 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 e.g structured securities including mortgage-backed and ABS certain structured investment

transactions trading and other securities is dependent upon prepayments and defaults which could result in changes in amounts to be earned
The Company has invested in certain structured transactions that are VIEs These structured transactions include 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 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 VIEs primary beneficiary requires an evaluation 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 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 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 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 dC market The Company uses variety of derivatives

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 Company also purchases certain securities issues certain insurance policies and investment contracts and engages in certain

reinsurance agreements that have embedded derivatives

Freestanding derivatives are carried in the Companys 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 OTC derivatives The determination of estimated fair value of

freestanding derivatives when quoted market values are not available is based on market standard valuation methodologies and inputs that

management believes are 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 nonperformance risk volatility liquidity and

changes in estimates and assumptions used in the pricing models

Accruals on derivatives are generally recorded in accrued investment income or within other liabilities in the consolidated balance sheets However
accruals that are not expected to settle within one year are included with the derivative carrying value in other invested assets or other liabilities

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 ah accounting hedge or its use in managing risk does not quality 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 in net investment income for economic hedges of equity method

investments in joint ventures all derivatives held in relation to the trading portfolios and derivatives held within contractholder directed unit linked

investments ii 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 accounting can result in
significant volatility in net income

To quality 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 hedge of forecasted transaction or of the variability of cash flows to be received or paid related to
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recognized asset or liability cash flow hedge or fi hedge of 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 is formally assessed at inception and pehodically 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 dehvatives 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 approphately applied reported net income could be matedally affected

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

Under cash 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 earhings are affected by the variability in cash flows of the hedged item Changes in the

estimated fair value of the hedging instrument measured as ineffectiveness are reported within net derivative gains losses The estimated fair valdes 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

In hedge 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 ii the derivative expires issold terminated or exercised ti it is no longer probable

that the hedged forecasted transaction wilt occur or iv the derivative is de-designated as hedging instrument

When hedge accounting is discontinued because it is determined that the dedvative is not highly effective in offsetting changes in the estimated fair

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 adjusted 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 statements of operations when the Companys eamings are affected by the variability in cash flows of the hedged item

When hedge accounting is discontinued because it is no longer probable that the forecasted transactions will occur on the anticipated date or within

two months of that date the derivative continues to be canted 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 issues certain products and purchases certain investments that contain 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 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 dedvative is bifurcated

from the host contract and accounted for as freestanding derivative Such embedded dedvatives are canted 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 policyholder benefits and claims related to ceded reinsurance of guaranteed minimum income benefits GMIB If the Company is unable to propedy

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 pedod in net investment gains losses or net investment income if that contract contains an embedded derivative that requires bifurcation

Fair Value

As descdbed below certain assets and liabilities are measured at estimated fair value in the Companys consolidated balance sheets In addition

the notes to these consolidated financial statements include further disclosures of estimated fair values 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 pdncipal or most advantageous market for the asset or liability in an

orderly transaction between market participants on the measurement date In most cases the exit pdce and the transaction or entry pdce will be the

same at initial recognition

Subsequent to initial recognition fair values are based on unadjusted quoted prices for identical assets or liabilities in active markets that are readily

and regularly
obtainable When such quoted prices are not available fair values are based on quoted priCes in markets that are not active quoted prices

for similar but not identical assets or liabilities or other observable inputs If these inputs are not available or observable inputs are not determinative

unobservable inputs and/or adjustments to observable inputs requidng management judgment are used to determine the fair value of assets and

liabilities
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The Company considers three broad valuation techniques the market approach ii the income approach and ii the cost approach The

Company determines the most approprate valuation technique to use given what is being measured and the availability of sufficient inputs giving

priority to observable inputs The Company categorizes its assets and liabilities measured at estimated fair value into three-level hierarchy based on
the significant input with the lowest level in its valuation The input levels are as follows

Level Unadjusted quoted phces 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 indicator of market activity for fixed maturity securities

Level Quoted prices in markets that are not active or inputs that are observable either directly or indirectly These inputs can include quoted

prices for similar assets or liabilities other than quoted prices in Level quoted ptwes 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

Cash and Cash Equivalents

The Company considers all highly liquid securkies and other investments purchased with an original or remaining 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 10 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 $2.5 billion and
$2.4 billion at December 31 2011 and 2010 respectively Accumulated depreciation and amortization of property equipment and leasehold

improvements was $1 .2 billion at both December 31 2011 and 2010 Related depreciation and amortization expense was $199 million $151 million

and $151 million for the years ended December31 2011 2010 and 2009 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 $2.2 billion and $2.0 billion at

December 31 2011 and 2010 respectively Accumulated amortization of capitalized software was $1 .5 billion and $1 .4 billion at December 31 2011
and 2010 respectively Related amortization expense was $217 million $189 million and $171 million for the years ended December 31 2011 2010
and 2009 respectively

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 deferred policy acquisition costs DAC Such costs consist principally of commissions certain agency

expenses policy issuance expenses and certain advertising costs Value of business acquired VOBA is an intangible asset resulting from business

combination 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

The Company amortizes DAC for credit life insurance property and casualty insurance and other short-duration contracts which is primarily

composed of commissions and certain underwriting expenses in proportion to historic and future earned premium over the applicable contract term
The Company amortizes DAC and VOBA on life insurance accident ahd health and investment-type contracts in proportion to gross premiums

gross margins or gross profits depending on the type of contract as described below

The Company amortizes DAC and VOBA related to non-participating and non-dividend-paying traditional contracts term insurance non-participating

whole life insurance traditional group life insurance non-medical health insurance and accident and health insurance over the appropriate premium

paying period in proportion to the present value of actual historic and expected future gross premiums The present value of expected premiums is

based upon the premium 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 that 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 Company 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 margins for that 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
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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 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 retum on variable universal life contracts and vahable 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 Companys long-term expectation The Companys 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 marketfluctuations 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 intemal

replacement substantially changes the contract the associated DAC or VOBA is wriffen 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 ofginal 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 and

assumptions 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 Distnbution Agreements and Customer Relationships Acquired

Value of distribution agreements acquired 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 acquired as part
of business combination 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 each year based upon 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
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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 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 ma 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 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 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 considers its 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

On an ongoing basis the Company evaluates potential triggering events that may affect the estimated fair value of the Companys 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 discussion of goodwill impairment testing during 2011

Liability for Future Policy Benefits and PABs

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 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 Utilizing these assumptions liabilities are established on block of business basis For long duration insurance contracts assumptions such as

mortality morbidity and interest rates are locked in upon the issuance of new business However significant adverse changes in experience on such

contracts may require us to establish premium deficiency reserves Such reserves are determined based on assumptions at the time the premium

deficiency reserve is established and do not include provision for adverse deviation

Premium deficiency reserves may also be established for short duration contracts to provide for expected future losses These reserves on short

duration contracts are based on actuarial estimates of the amount of loss inherent in that period including losses incurred for which claims have not

been reported The provisions for unreported claims are calculated using studies that measure the historical length of time between the incurred date of

claim and its eventual reporting to the company Anticipated investment income is considered in the calculation of premium deficiency losses for short

duration contracts

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 benetits calculated based upon the non-forfeiture interest rate ranging from 3% to 7% for domestic business and 1% to 18% for

intematonal business and mortality rates guaranteed in calculating the cash surrender values described in such contracts and the liability for

terminal dividends for domestic business

Participating business represented approximately 6% of the Companys life insurance in-force at both December 31 2011 and 2010 Participating

policies represented approximately 21% 26% and 28% of gross life insurance premiums for the years ended December 31 2011 2010 and 2009
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 rato assumptions for the aggregate future policy benefit liabilities

range from 2% to 10% for domestic business and 1% to 14% 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 2% to 12% for international

business
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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%

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 2% to 9% 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 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 end 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

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 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 Standard Poors SP experience of the appropriate underlying equity index such as the SP 500 Index The benefits

used in calculating the liabilities are based on the average benefits payable over range of scenarios

Future policy benefit liabilities are established for certain variable annuity products with guaranteed minimum benefits as described below under

Variable Annuity Guaranteed Minimum Benefits

The Company regularly
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 these policies and guarantees and in the establishment of the related liabilities result in

changes in the additional liability balances with related charges or credits to benefit expenses in the period in which the changes occur

PAB5 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 PABs for these contracts are equal to

policy account values which consist of an accumulation of gross premium payments and investment performance credited interest ranging from

to 3% for domestic business and to 4% for international business less expenses mortality charges and withdrawals and iii fair value

adjustments relating to business combinations

Variable Annuity Guaranteed Minimum Benefits

The Company issues directly and through assumed reinsurance 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 optional 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 the occurrence of specific insurable event or 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 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

These guarantees include

Guaranteed minimum death benefit GMDB that guarantees the contractholder return of their purchase payment upon death even if the

account value is reduced to zero An enhanced death benefit may be available for an additional fee

GMIB that provides 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 that can be annuitized to receive monthly

income stream that is not less than specified amount Certain of these contracts also provide for guaranteed lump sum return of purchase

premium in lieu of the annuitization benefit

Guaranteed minimum withdrawal benefits GMWB that 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 Certain of these contacts include guaranteed withdrawals that are life contingent

Guaranteed minimum accumulation benefits GMAB that 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

Guarantees accounted for as insurance liabilities in future policy benefits include GMDB the portion of GMIB that require annuitization and the life-

contingent portion of certain GMWB These liabilities are established as follows

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 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 SP

500 Index The benefit assumptions used in calculating the liabilities are based on the average benefits payable over range of scenanos

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

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 Certain GMIB have settlement features that result in portion of that guarantee being accounted for as an embedded

derivative and are recorded in PABs as described below
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The liability for the life contingent portion of GMWB is determined based on the expected value of the life contingent payments and expected

assessments using assumptions consistent with those used for estimating the GMDB liabilities

Guarantees accounted for as embedded derivatives in PABs include the non life-contingent portion of GMWB GMAB and the portion of certain

GMIB that do not require annuitization These guarantees are recorded at estimated fair value separately from the host variable annuity with changes in

estimated fair value reported in net derivative gains losses At inception 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 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 related to non-capital market inputs The nonperformance adjustment which is

captured as spread over the risk free rate in determining the discount rate to discount the cash flows of the liability is determined by taking into

consideration publicly available information relating to spreads in the secondary market for MetLife Inc.s 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 MetLife Inc Risk 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 in certain actuarial assumptions 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 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 affect net income

The Company ceded the risk associated with certain of the GMIB and GMWB described in the preceding paragraphs With respect to GMIB
portion of the directly written GMIB guarantees that are accounted for as insurance i.e not as embedded derivatives but where the reinsurance

agreements contain embedded derivatives These embedded derivatives are included in premiums reinsurance and other receivables in the

consolidated balance sheet with changes in estimated fair value reported in net derivative gains losses or policyholder benefits and claims in the

consolidated statements of operations depending on the classification of the direct risk 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 with the exception of the

input for nonperformance risk that reflects the credit of the reinsurer

Other Policy-Related Balances

Other poliby-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 care LTC 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 arechanged 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 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 accident and health and certain credit life insurance contracts are recognized

on pro rata basis over the applicable contract term
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Deposits related to universal life-type and investment-type products are credited to PAB5 Revenues from such contracts consist of amounts

assessed against PABs 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 PAB5

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 also 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

Policyholder Dividends

Policyholder dividends are approved annually by the insurance subsidiaries boards of directors The aggregate amount of policyholder aividends 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

MetLife Inc 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 made an election under Section 338 of the Code the Section 338 Election relating
to the

Acquisition Pursuant to such election the historical tax basis in the acquired assets and liabilities was adjusted to the fair market value as of the

Acquisition Date resulting in change to the related deferred income taxes See Note 15

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 in managements determination include the performance of the

business and its ability to generate capital gains Significant iudgment 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

future reversals of existing taxable temporary differences

Ui 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

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% 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 chargedto 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 accouhting 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

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 otherexpenses on

basis consistent with the way the acquisition costs on the undetying 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
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For prospective reinsurance of short-duration contracts that meet thecriteria for reinsurance accounting amounts paid received are recorded as

ceded assumed premiums and ceded assumed unearned premiums and are reflected as component of premiums reinsurance 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 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 are net 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 Interest on 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 pertormance 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 agreements do not discharge the Companys obligations as theprimary insurer

Employee Benefit Plans

Certain subsidiaries of MetLife Inc 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 pcstretirement benefit plans correspond with the fiscal year ends of sponsoring Subsidiaries which are December 31 for

U.S Subsidiaries and November30 for most foreign Subsidiaries

The U.S pension benefits are provided utilizing either traditional formula or cash balance formula The traditional formula provides benefits based

upon years of credited service and either final average or career average eamings The cash balance formula utilizes hypothetical or notional accounts

which credit participants with benefits equal to percentage of eligible pay as well as earnings credits determined annually based upon the average

annual rate of interest on 30-year U.S Treasury securities for each account balance The non-U.S pension plans generally provide benefits based
either upon years of credited service and earnings preceding retirement or on points eamed on job grades arid other factors related to years of service

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 ABC 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 represent 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 postetirement benefit expense The accumulated

postretirement plan benefit obligations APBO represent the actuarial present value of future other postretirement behefits 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 postretirement 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 periodic

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 of the plans they are amortized into net periodic benefit cost over the expected service years of employees expected to receive benefits under

the plans
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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 participant demographics These differences may have 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

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 for the award Although the terms of the Companys 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 nonsubstantive 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 liabilities and operations of foreign affiliates and subsidiaries are recorded based on the functional currency of each entity The determination

of the functional currency is made 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 U.S 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 transactions 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 Company

as result of the disposal transaction and the Company will not have any significant continuing involvement in the operations of the component after the

disposal transaction

Earnings Per Common Share

Basic 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 ii 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 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 Except as otherwise disclosed in Note 16 legal costs are recognized in other

expenses as incurred 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 Companys consolidated financial statements It is possible that an adverse

outcome in certain of the Companys litigation and regulatory investigations 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 quartehy or annual periods

Separate Accounts

Separate accounts are established in conformity with insurance laws and are generally not chargeable with liabilities that arise from any other

business of the Company Separate account assets are subject to general account claims only 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 separately 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 if investments are

directed by the contractholder and iv all investment performance net of contract fees and assessments is passed through to the contractholder The

Company reports separate account 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
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line in the consolidated statements of operations Separate accounts credited with contractual investment return are combined on line-by-line basis

with the Companys 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 Such fees are included in universal life and investment-type product policy fees in the

consolidated statements of operations

Adoption of New Accounting Pronouncements

Financial Instruments

Effective July 2011 the Company adopted new guidance regarding accounting for troubled debt restructurings This guidance clarifies whether

creditor has granted concession and whether debtor is experiencing financial difficulties for the purpose of determining when restructuring

constitutes troubled debt restructuring Additionally the guidance prohibits
creditors from using the borrowers effective rate test to evaluate whether

concession has been granted to the borrowe The adoption did not have material impact on the Companys consolidated financial statements See

also expanded disclosures in Note

Effective January 2011 the Company adopted new guidance regarding accounting for investment funds determined to be VIEs 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 economic interest in VIE unless the separate account contractholder is related party The adoption

did not have material impact on the Companys consolidated financial statements

Effective December 31 2010 the Company adopted guidance regarding disclosures about the credit quality of financing receivables and valuation

allowances for credit losses includingcredit quality indicators 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

Effective July 2010 the Company adopted guidance regarding accounting for embedded credit derivatives within structured securities This

guidance clarifies the type of embedded credit denvative that is exempt from embedded denvative bifurcation requirements Specifically
embedded

credit derivatives resulting only from subordination of one financial instrument to another continue to quality 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 of the

adoption of this guidance the Company elected FVO for certain structured securities that were previously accounted for as fixed maturity securities

Upon adoption the Company reclassified $50 million of securities from fixed maturity securities to trading and other securities 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 guidance related to financial instrument transfers and consolidation of VIEs The financial

instrument transfer guidance eliminates the concept of qualified special purpose entity QSPE eliminates the guaranteed mortgage securitization

exception changes the criteria for achieving sale accounting when transferring financial asset and changes the initial recognition of retained 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 VIE and the obligation to absorb losses or receive benefits that could be significant to the VIE is considered to be the

primary beneficiary of the VIE The guidance requires quarterly reassessment as well as enhanced disclosures including the effects of companys

involvement with VIEs on its financiOl statements

As result of the adoption of this guidance the Company consolidated certain former QSPE5 that were previously accounted for as fixed maturity

CMBS and equity security collateralized debt obligations The Company also elected FV0 for all of the consolidated assets and liabilities of these

entities Upon consolidation the Company recorded $278 million of securities classified as trading and other securities $6.8 billion of commercial

mortgage loans and $6.8 billion of long-term debt based on estimated fair values at January 2010 and de-recognized $179 million in fixed maturity

secunties and less than $1 million in equity secunties The consolidation also resulted in decrease in retained earnings of $12 million net of income

tax and an increase in accumulated other bomprehensive income loss of $42 million net of income tax at January 2010 For the year ended

December 31 2010 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 guidance that indefinitely defers the above changes relating to the Companys interests in

entities that have all the attributes of an investment company or for which it is industry practice to apply measurement principles for financial reporting

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

Effective April 2009 the Company adopted 0Th guidance This guidance amends the previously used methodology for determining whether an

0111 exists for fixed maturity securities changes the presentation of OTTI for fixed maturity securities and requires additional disclosures for OTT on

fixed maturity and equity securities in interim and annual financial statements The Company net cumulative effect adjustment of adopting the OTTI

guidance was an increase of $76 million to retained earnings with corresponding increase to accumulated other comprehensive loss to reclassify the

noncredit loss portion of previously recognized 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
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fixed maturity securities of $126 million by sector was as follows $53 million ABS $43 million RMBS $17 million U.S corporate securities and

$13 million CMBS As result of the adoption of the 0Th 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 0Th relating to noncredit losses recognized during the year

ended December31 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 instruments 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

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 The adoption did not have material impact on the Companys consolidated financial statements

Business Combinations and Noncontrolling Interests

Effective January 2011 the Company adopted new guidance that addresses when business combination should be assumed to have

occurred for the purpose of providing pro forms disclosure Under 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 adoption did not have an impact on the Companys consolidated financial statements

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 of equity securities is determined on the acquisition date

Assets acquired and liabilities assumed 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 an asset or liability is recorded it existence or incurrence at the

acquisition date is probable and its amount is reasonably estimable

Changes in deferred income tax asset valuation allowances and income tax uncertainties affer 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 Companys consolidated financial statements

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 affer January 2009 in accordance with thisguidance

Fair Value

Effective January 2010 the Company adopted guidance that requires 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 disclosure requirements about level of

disaggregation and inputs and valuation techniques The adoption of this guidance did not have an impact on the Companys consolidated financial

statements

The following pronouncements relating to fair value had no material impact on the Companys consolidated financial statements

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 basis This guidance applies to such items as nonfinancial assets and nonfinancial liabilities initially

measured at estimated fair value in business combination reporting units measured at estimated fair value in the frst step of goodwill

impairment test and fi 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 fair value 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 April 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
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Effective December31 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 fair value hierarchy and it enhanced disclosure requirements for both

interim and annual periods about the nature and fsks of investments measured at fair value on recurring or non-recurring basis

Effective December 31 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 forsimilar liabilities or similar liabilities when traded as assets or it another valuation technique that is consistent with

the 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 Postretirement P/ans

Effective December 31 2011 the Company adopted guidance regarding enhanced disclosures for employers participation in multiemployer

pension plans The revised disclosures require additional qualitative and quantitative information about the employers involvement in significant

multiemployer pension and other postretirement plans The adoption of this guidance did not have an impact on the Companys consolidated financial

statements

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 January 2011 the Company adopted new guidance regarding goodwill impairment testing This guidance modifies Step of the

goodwill impairment test for reporting units with zero or 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 adoption did not have an impact on the

Companys consolidated financial statements

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

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 quality the instrument as

being indexed to an entitys own stock The adoption did not have material impact on the Companys consolidated financial statements

Future Adoption of New Accounting Pronouncements

In December 2011 the Financial Accounting Standards Board FASB issued new guidance regarding comprehensive income Accounting

Standards Update ASU 2011-12 Comprehensive Income Topic 220 Deferral of the Effective Date for Amendments to the Presentation of

Rec/assifications of Items Out of Accumu/ated Other Comprehensive Income in Accounting Standards Update No 2011-05 The amendments in ASU

2011-12 are effective for fiscal years and interim periods within those years beginning after December 15 2011 Consistent with the effective date of

the amendments in ASU 2011-05 discussed below ASU 2011-12 defers the effective date pertaining to reclassification adjustments out of

accumulated other comprehensive income in ASU 2011-05 The amendments are being made to allow the FASB time to re-deliberate whether to

present on the face of the financial statements the effects of reolassifications out of accumulated other comprehensive income on the components of

net income and other comprehensive income for all periods presented All other requirements in ASU 2011-05 are not affected by ASU 2011-12

including the requirement to report comprehensive income either in single continuous financial statement or in two separate but consecutive financial

statements The Company is currently evaluating the impact of this guidance on its consolidated financial statements

In December 2011 the FASB issued new guidance regarding balance sheet offsetting disclosures ASU 2011-11 Balance Sheet Topic 210

Disclosures about Offsetting Assets and Uabilities effective for annual reporting pehods beginning on or after January 2013 and interim periods

within those annual periods The guidance should be applied retrospectively for all comparative periods presented The amendments in ASU 2011-11

require an entity to disclose information about offsetting and related arrangements to enable users of its financial statements to understand the effects of

those arrangements on its financial position Entities are required to disclose both gross information and net information about both instruments and

transactions eligible for offset in the statement of financial position and instruments and transactions subject to an agreement similar to master netting

arrahgement The objective of ASU 2011-11 is to facilitate comparison between those entities that prepare their financial statements on the basis of

GMF and those entities that prepare their financial statements on the basis of International Financial Reporting Standards IFRS The Company is

currently evaluating the impact of this guidance on its consolidated financial statements and related disclosures

In December 2011 the FASB issued new guidance regarding derecognition of in substance real estate ASU 2011 10 Properly P/ant and

Equipment Topic 360 DerecognitiOn of in Substance Rea/ Estate Scope Clarification consensus of the EASE Emerging Issues Task Force

effective for fiscal years and interim periods within those fiscal years beginning on or after June 15 2012 The amendments should be applied

prospectively to deconsolidation events occumng after the effective date Under the amendments in ASU 2011 10 when parent ceases to have

controlling
financial interest in subsidiary that is in substance real estate as result of default on the subsidiary nonrecourse debt the reporting

entity
should apply the guidance in Subtopic 360 20 to determine whether it should derecognize the in substance real estate Generally reporting

entity
would not satisfy the requirements to derecognize in substance real estate before the legal transfer of the real estate to the lender and the

extinguishment of the related nonrecourse indebtedness The Company is currently evaluating the impact of this guidance on its consolidated financial

statements

In September 2011 the FASB issued hew guidance on goodwill impairment testing ASU 2011 -08 Intangibles Goodwill and Other Topic 350

Testing Goodwill for Impairment effective for calendar years beginning after December 15 2011 Early adoption is permitted The objective of this

standard is to simplify how an entity tests goodwill for impairment The amendments in this standard will allow an entity to first assess qualitative factors
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to determine whether it is more likely than not that the fair value of reporting unit is less than its carrying value as basis for determining whether it

needs to perform the quantitative two-step goodwill impairment test Only if an entity determines based on qualitative assessment that it is more likely

than not that reporting units fair value is less than its carrying value will it be required to calculate the fair value of the reporting unit The Company does

not expect the adoption of this new guidance to have material impact on its consolidated financial statements

In July 2011 the FASB issued new guidance on other expenses ASU 201 1-06 Other Expenses Topic 720 Fees Paid to the Federal Government

by Health Insurers effective for calendar years beginning after December 31 2013 The objective of this standard is to address how health insurers

should recognize and classify in their income statements fees mandated by the Patient Protection and Affordable Care Act as amended by the Health

Care and Education Reconciliation Act The amendments in this standard specify that the liability for the fee should be estimated and recorded in full

once the entity provides qualifying health insurance in the applicable calendar year in which the fee is payable with corresponding deferred cost that is

amortized to expense using the straight-line method of allocation unless another method beffer allocates the fee over the calendar year that it is payable

The Company is currently evaluating the impact of this guidance on its consolidated financial statements

In June 2011 the FASB issued new guidance regarding comprehensive income ASU 2011 -05 Comprehensive Income Topic 220 Presentation

of Comprehensive Income effective for fiscal years and interim periods within those years beginning after December 15 2011 The guidance should

be applied retrospectively and early adoption is permitted The new guidance provides companies with the option to present the total of comprehensive

income components of net income and the components of other comprehensive income either in single continuous statement of comprehensive

income or in two separate but consecutive statements The objective of the standard is to increase the prominence of items reported in other

comprehensive income and to facilitate convergence of GAftP and IFAS The standard eliminates the option to present components of other

comprehensive income as part of the statement of changes in stockholders equity The amendments in ASU 2011-05 do not change the items that

must be reported in other comprehensive income or when an item of other comprehensive income must be reclassified in net income The Company

intends to adopt the two-statement approach in the first quarter of 2012

In May 2011 the FASB issued new guidance regarding fair value measurements ASU 2011-04 Fair Value Measurement Topic 820 Amendments

to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S GMP and IFRS5 effective for the first interim or annual period

beginning after December 15 2011 The guidance should be applied prospectively The amendments in this ASU are intended to establish common

requirements for measuring fair value and for disclosing information about fair value measurements in accordance with GA4P and IFRS Some of the

amendments clarity the FASBs intent on the application of existing fair value measurement requirements Other amendments change particular

principle or requirement for measuring fair value or for disclosing information about fair value measurements The Company does not expect the

adoption of this new guidance to have material impact on its consolidated financial statements

In April 2011 the FASB issued new guidance regarding effective control in repurchase agreements ASU 2011-03 Transfers and Servicing

Topic 860 Reconsideration of Effective Control for Repurchase Agreements effective for the first interim or annual period beginning on or after

December 15 2011 The guidance should be applied prospectively to transactions or modifications of existing transactions that occur on or after the

effective date The amendments in this ASU remove from the assessment of effective control the criterion requiring the transferor to have the ability to

repurchase or redeem the financial assets 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 Financial Services Insurance

Topic 944 Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts ASU 2010-26 effective for fiscal years and interim

periods within those fiscal years beginning after December 15 2011 ASU 2010-26 specifies that only costs related directly to successful acquisition

of new or renewal contracts can be capitalized as DAC all other acquisition-related costs must be expensed as incurred Under the new guidance

advertising costs may only be included in DAC if the capitalization criteria in the direct-response advertising guidance in Subtopic 340-20 Other Assets

and Deferred CostsCapitalized Advertising Costs are met As result certain direct marketing sales manager compensation and administrative costs

currently capitalized by the Company will no longer be deferred The Company will adopt ASU 20 0-26 in the first quarter of 2012 and will apply it

retrospectively to all prior periods presented in its consolidated financial statements for all insurance contracts The Company estimates that DAC will be

reduced by approximately $3.1 billion to $3.6 billion and total equity will be reduced by approximately $2.1 billion to $2.4 billion net of income tax as of

the date of adoption

Acquisitions and Dispositions

Pending Dispositions

In December 2011 MetLife Bank National Association MetLife Bank and MetLife Inc entered into definitive agreement to sell most of the

depository business of MetLife Bank The transaction is expected to close in the second quarter of 2012 subject to certain regulatory approvals and

other customary closing conditions Additionally in January 2012 MetLife Inc announced it is exiting the business of originating forward residential

mortgages In conjunction with these events for the year ended December 31 2011 the Company recorded charges totaling $212 million net of

income tax which included intent-to-sell OTTI investment charges charges related to the de-designation of certain cash flow hedges goodwill

impairment charge and other employee-related charges In addition the Company expects to incur additional charges of $90 million to $1 10 million net

of income tax during 2012 related to exiting the forward residential mortgage origination business The total assets and liabilities recorded in the

consolidated balance sheet related to these two businesses as of December 31 2011 were approximately $1 1.0 billion and $10.0 billion respectively

These transactions did not quality for discontinued operations accounting treatment under GAAP See Notes and

In November 2011 the Company entered into an agreement to sell its insurance operations in the Caribbean region Panama and Costa Rica the

Caribbean Business The total assets and liabilities recorded in the consolidated balance sheet related to these insurance operations as of

December 31 2011 were $859 million and $707 million respectively Related to the pending sale the Company recorded loss of $21 million net of

income tax which included intent-to-sell OTTI investment charges during the year ended December 31 2011 The sale is expected to close in the

second quarter of 201 subject to regulatory approval and other customary closing conditions The results of the Caribbean Business are included in

continuing operations
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2011 DIspositions

On April 2011 the Company sold its 50% interest in Mitsui Sumitomo MetLife Insurance Co Ltd MSI MetLife Japan domiciled life insurance

company to its joint venture partner MSAD Insurance Group Holdings Inc MSAD for $269 million 422.5 billion in cash consideration less

$4 million 31 million to reimburse MSD for specific expenses incurred related to the transaction The accumulated other comprehensive losses in

the foreign currency translation adjustment component of equity resulting from the hedges of the Company investment in the joint venture of $46

million net of income tax were released upon sale but did not impact net income for year ended December 31 2011 as such losses were considered

in the overall impairment evaluation of the investment pnor to the sale During the years ended December 31 2011 and 2010 the Company recorded

loss of $57 million and $136 million net of income tax respectively in net investment gains losses within the consolidated statements of operations

related to the sale The Company operating eamings relating to its investment in MSI MetLife were included in the Other International Regions

segment

On November 2011 the Company sold its wholly-owned subsidiary MetUfe Taiwan Insurance Company Limited MetLife Taiwan for

$180 million in bash consideration The net assets sold were $282 million resulting in loss on disposal of $64 million net of income tax recorded in

discontinued operations for the year ended December 31 2011 Income loss from the operations of MetLife Taiwan of $20 million $22 million and

$9 million net of income tax for the years ended Debember 31 2011 2010 and 2009 respectively was also recorded in discontinued operations

See Note 23

2010 Acquisition of ALICO

Description of Transact/on

On the Acquisition Date MetLife Inc acquired all of the issued and outstanding capital stock of American Life from AM 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 securities of MetLife Inc valued at $9.2 billion

The $7.2 billion cash portion of the purchase phce was funded through the iŁsuance 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 AM Holdings included 78239712 shares of MetLife

Inc.s common stock 6857000 shares of 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 $3.0 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.s common stock for fixed price and an interest in each of three series of debt securities the Series

Debt Securities the Series 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

Secuhties initially at an aggregate annual rate of 5.00% an average annual rate of 3.02% on the Purchase Contracts and an average annual rate of

1.98% on the Debt Securities as described in Note 14

On March 2011 AM Holdings sold in public offering transactions all the shares of common stock and Equity Units it received as consideration

from MetLife in connection with the Acquisition The Company did not receive any of the proceeds from the sale of either the shares of common stock

or the Equity Units owned by AM Holdings On March 2011 MetLife Inc issued 68570000 shares of common stock for gross proceeds of

$3.0 billion which were used to repurchase and cancel 6857000 shares of convertible preferred stock received as consideration by AM Holdings

fromMetLife in connection with the Acquisition See Note 18

ALICO is an international life insurance company providing consumers and businesses with products and services for life insurance accident and

health insurance retirement and wealth management solutions The Acquisition significantly
broadened the Companys diversification by product

distribution and geography meaningfully aCcelerated MetLifes global growth strategy and provides the opportunity to build an international franchise

leveraging the key strengths of ALICO

Fair Value and A//ocat/on of Purchase Price

The computation of 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

MetLife Inc.s common stock 78239712 shares1 3200

MetLife Inc.s convertible preferred stock1 2805

MetLife Inc Equity Units $3 billion aggregate stated amount3 189

Total cash paid and securities issued to AM Holdings $15994

Contractual purchase price adjustments4 396

Total purchase price $16 390

Effective settlement of pre-existing relationships5 186

Contingent consideration6 88

Total purchase consideration for ALICO $16 292

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
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On March 2011 MetLife Inc repurchased and canceled all of the convertible preferred stock

The Equity Units include the Debt Securities and the Purchase Contracts that will settle in MetLife Inc.s 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 were owned by ALICO on the Acquisition Date and which reduced the total

purchase consideration Such debt securities were sold to third party in the second quarter of 2011

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

At the Acquisition Date management expected the aggregate amount of MetLife Inc.s common stock to be issued to AM Holdings to be between

214.6 million to 231 .5 million shares consisting of 78.2 million shares issued at closing 68.6 million shares to be issued upon conversion of the

convertible preferred stock 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 On March 2011 MetLife Inc issued 68.6 million shares of common stock and used the gross proceeds

to repurchase and cancel the convertible preferred stock On the same date AM Holdings sold in public offering all the Equity Units it received as

consideration from MetLife in connection with the Acquisition See Notes 14 and 18

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 inclusive of adjustments made in the first year after the Acquisition Date to the amounts initially recorded

measurement period adjustments

November 2010

in millions

Assets acquired

Total investments $101036

Cash and cash equivalents 4175

Accrued investment income 948

Premiums reinsurance and other receivables 1971

VOBA 9210

Other assets 1146

Separate account assets 244

Total assets $118730

Liabilities assumed

Future policy benefits 31811

Policyholder account balances 66652

Other policy-related balances 7306

Current and deferred income tax liability 375

Otherliabilities 2918

Separate account liabilities 244

Total liabilities $109306

Redeemable noncontrolling interests in partially owned consolidated subsidiaries assumed 109

Noncontrolling interests 21

Goodwill 6998

Net assets acquired 16292

The measurement pehod adjustments which related to the finalization of American Lifes current add deferred income tax liability did not have an

impact on the Companys earnings or cash flows and therefore the financial statements were not retrospectively adjusted See Note 15

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 Acquisition

includes the expected synergies and other benetits 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

As of the Acquisition Date of the $7.0 billion of goodwill approximately $4.0 billion was estimated to be deductible for tax purposes Of the

$4.0 billion approximately $573 million was 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

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
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The value of VODA and VOCRA included in other assets reflects the estimated fair value of AUCOs distribution agreements and customer

relationships acquired at November 201 and will be amortized over the useful lives Each year the Company reviews VODA and VOCRA to

determine the recoverability of these balances

The use of discount rates was necessary to establish the fair value of VOBAand 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 MetLife Incs 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 MetLife Inc and as necessary the relative credit spreads of the liabilities currencies of denomination as compared to USD

spreads

The fair values of business acquired distribution agreements and customer relationships and the weighted average amortization periods were 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

Negative VOBA

For certain acquired blocks of business the estimated fair value of acquired liabilities exceeded the initial policy reserves assumed at the Acquisition

Date resulting in negative VOBA of $4.4 billion recorded at the Acquisition Date Negative VOBA is recorded in other policy-related balances See Note

The following summarizes the major blocks of business all included within the Japan segment for which negative VOBA was recorded and

describes why the fair value of the liabilities associated with these blocks of business exceeded the initial policy reserves assumed

Fixed Annuities This block of business provides fixed rate of return to the policyholders decrease in market interest rates since the time of

issuance was the primary driver that resulted in the fair value of the liabilities associated with this block being significantly greater than the initial

policy reserves assumed at the Acquisition Date

Interest Sensitive Whole Life and Retirement Sav/ngs Products These contracts contain guaranteed minimum benefit features The recorded

reserves for these guarantees increase ratably over the life of the policies in relation to future gross revenues In contrast the fair value of the

guaranteed minimum benefit component of the initial policy reserves assumed represents the amount that would be required to be transferred to

market participant to assume the full liability at the acquisition date implicitly incorporating market participant views as to all expected future cash

flows This results in fair value significantly in excess of the initial guaranteed minimum benefit liability assumed at the Acquisition Date

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 be recognized ratably over their expected useful lives which is generally between five to 10 years

Indemnification Assets and Cont/ngent Considerat/on

The stobk purchase agreement dated as of March 2010 as amended by and among MetLife Inc AIG and AM Holdings formerly known as

AUCO Holdings LLC 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 Company 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 Datein accordnce with the indemnificatioh provisiohs 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 were included in other invested assets at

December31 2011 and 2010

Litigation The Company established indemnification assets associated with certain settlements expected to be made in connection with

the suspension of withdrawals from certain unit linked funds offered to certain policyholders These indemnification assets were included in other

assets at Decernber3l2011 and 2010

Section 338 Election See Note

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 The Company 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 If the shortfall between the aggregate guaranteed amount and the fair value of the fund exceeds

106 million as adjusted for withdrawals AIG will pay the difference to the Company and conversely if the shortfall at July 2012 is less than

106 million the Company will pay the difference to AID The Company believes that the fair value of the fund will equal or exceed the aggregate

guaranteed amount by July 2012 The contingent consideration liability was $109 million at December 31 2011 and $88 millioh at the Acquisition

Date The increase in the contingent consideration liability amount from the Acquisition Date to December 31 2011 was recorded in net derivative gains

losses in the consolidated statement of operations

Branch Restructuring

On March 2010 American Ufe entered into closing agreement the Closing Agreement with the Commissioner of the Internal Revenue

Service IRS with respect to U.S withholding tru issue arising as result of payments made by its foreign branches The Closing Agreement
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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

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 required that American Life submit plan to the IRS within 90 days after the close of

the Acquisition indicating the steps American Life would take on country by country basis to ensure that no substantial amount of 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 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 the Acquisition Date for the anticipated and estimated costs associated with

restructuring American Life foreign branches into subsidiaries in connection with the Closing Agreement

See Notes 15 and 19 for additional information related to the Acquisition

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 312010

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

December31 2010 and on January 2009 for the year ended December31 2009

Years Ended December31

2010 2009

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 attributableto common shareholders per

common share

Basic 3.60 .29

Diluted 3.57 1.29

The pro forms information was derived from the historical financial information of MetLife and ALICO reflecting the results of operations of MetLife

and ALICO for 2010 and 2009 The historical financial information has been adjusted to give effect to the pro forms events that are directly attributable

to the Acquisition 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

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
amortization of 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 AM 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

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 findncidl statements As result the Company recognized income from discontinued operations of $32 million net of

income tax during the year ended December31 2009 See Note 23
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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 matunty 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 gain of $5 million net

of income The gain was recognized in net investment gains losses

Investments

Fixed Maturity and Equity Securities Available-for-Sale

The following tables present the cost or amortized cost gross unrealized gains and losses estimated fair value of 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 losses

Fixed Maturity Securities

U.S corporate securities

Foreign corporate securities

Foreign government securities

RMBS

U.S Treasury and agency securities

CMBS

State and political subdivision securities

ABS

Other fixed maturity securities

Total fixed maturity securities

Within fixed maturity securities reclassification from the ABS sector to the RMBS sector has been made to the prior year amounts to conform to

the current year presentation for securities backed by sub-prime residential mortgage loans to be consistent with market convention relating
to the risks

inherent in such securities and the Companys management of its investments within these asset sectors

December31 2011

Gross Unrealized

Cost or Estimated

Amortized Temporary OTrI Fair of

Cost Gains Losses Losses Value Total

In millions

98621 8544 $1380 $105785 30.2%

61568 3789 1338 64018 18.3

49840 3053 357 52536 15.0

42092 2281 1033 703 42637 12.2

34132 5882 40012 11.4

18565 730 218 19069 5.4

11975 1416 156 13235 38

13018 278 305 12 12979 3.7

$329811 $25973 $4789 $724 $350271 100.0%

2219 83 97 2205 72.9%

989 31 202 818 27.1

3208 114 299 3023 100.0%

December 312010

Gross Unrealized
Cost or

Amortized

Cost

88905

65487

40871

Equity Securities

Common stock

Non-redeemable preferred stock

Total equity securities

Fixed Maturity Securities

U.S corporate securities

Foreign corporate securities

Foreign govemment securities

RMBS

U.S Treasury and agency securities

CMBS

State and political subdivision securities

ABS
Other fixed maturity securities

Total fixed maturity securities

Equity Securities

Common stock

Non-redeemable preferred stock

Total equity securities

Temporary Orri

Gains Losses Losses

In millions

4469

3326

1733

$1602

925

602

Estimated

Fair

Value

91772

67888

42002

of

Total

28.3%

20.9

12.9

45904 1661 1180 533 45852 14.1

32469

20213

10476

13286

$317617

1394 559 33304

740 266 12 20675

171 518 10129

265 327 56 13168

$13760 $5979 $601 $324797

10.2

6.4

4.1

100.0%

2059 146 12

1562 76 229

2193

1409

3621 222 241

60.9%

_______ 39.1

3602 100.0%
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The Company held non-income producing fixed maturity securities with an estimated fair value of $62 million and $130 million with unrealized gains

losses of $19 million and $23 million at December31 2011 and 2010 respectively

The Company held foreign currency derivatives with notional amounts of $15.3 billion and $1 2.2 billion to hedge the exchange rate risk associated

with foreign denominated fixed maturity securities at December31 2011 and 2010 respectively

Concentrations of Credit Risk Fixed Maturity Securities Summaiy 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 par value amortized cost and estimated fair value of holdings in sovereign fixed maturity

securities of Portugal Ireland Italy Greece and Spain commonly referred to as Europes perimeter region was $874 million $254 million and

$264 million at December 31 2011 respectively and $1.9 billion $1.6 billion and $1.6 billion at December 31 2010 respectively The estimated fair

value of these Europe perimeter region sovereign fixed maturity securities represented 0.4% and 3.2% of the Companys equity at December 31 2011

and 2010 respectively and 0.1% and 0.3% of total cash and invested assets at December31 2011 and 2010 respectively

Concentrations of Credit Risk Government and Agency Securities The following section contains summary of the concentrations of credit risk

related to government and agency fixed maturity and fixed-income securities holdings which were greater than 10% of the Companys equity at

December31

2011 2010

Carrying Value1

In millions

Government and agency fixed maturity securities

United States $40012 $33304

Japan $21003 $15591

Mexico2 5050

U.S Treasury and agency fixed-income securities included in

Short-term investments $15775 4048

Cash equivalents 1748 5762

Represents estimated fair value for fixed maturity securities and for short-term investments and cash equivalents estimated fair value or amortized

cost which approximates estimated fair value

The Companys investment in Mexico government and agency fixed maturity securities at December31 2011 of $5.0 billion is less than 10% of the

Companys equity

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 or 1% of total investments at December31 2011 and 2010

Maturities of Fi7ed Maturity Secunties The amortized cost and estimated fair value of fixed maturity securities by contractual maturity date

excluding scheduled sinking funds were as follows at

December31

2011 2010

Estimated Estimated

Amortized Fair Amortized Fair

Cost Value Cost Value

In millions

Dueinoneyearcrless 16747 16862 8580 8702

Due after one year through five years 62819 64414 65143 66796

Due after five years through ten years 82694 88036 76508 79571

Due after ten years 93876 106274 87983 90033

Subtotal 256136 275586 238214 245102

RMBS CMBS and ABS 73675 74685 79403 79695

Total fixed maturity securities $329811 $350271 $317617 $324797

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

As discussed further in Note an indemnification asset has been established in connection with certain investments acquired from American Life

Evaluating Available-for-Sale Securities for Other-Than-Temporary Impairment

As described more fully in Note the Company performs regular evaluation on security-by-security basis of its available-for-sale securities

holdings 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
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724

20372

167

1514

72

21791

47

2093

2919

8961

236

4596

8470

8479

601

7216

59

42

71 96

38

1205

876

2715

197

2986

$2990

2009

$1208

859

2067

103

144

71

2243

71

145

98

275

539

1331

$1 330

The changes in fixed maturity securities with noncredit 0111 losses included in accumulated other comprehensive income loss were as follows

December31

2011 2010

In millions

Balance beginning of period $601 $859

Noncredit 0111 losses recognized1 31 212

Transferred to retained earnings2 16

Securities sold with previous noncredit 0111 loss 125 137

Subsequent changes in estimated fair value 317

Balance end of period

Noncredit 0111 losses recognized net of DAC were $33 million and $202 million for the years ended December31 2011 and 2010 respectively

Amounts transferred to retained earnings were in connection with the adoption of guidance related to the consolidation of VIEs as described in

Note

120

2011 2010

In millions

$21096 $7817

Net Unrealized Investment Gains Losses
The components of net unrealized investment gains losses included in accumulated other comprehensive income loss were as follows

Years Ended December31

Fixed maturity securities

Fixed maturity securities with noncredit 0111 losses in accumulated other comprehensive

income loss _______ ______ ______

Total fixed maturity securities

Equity securities

Derivatives

Other ________ _______ _______

Subtotal _______ ______ ______

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

Policyholder dividend obligation _______ ______ ______

Subtotal

Deferred income tax benefit expense related to noncredit 0111 losses recognized in

accumulated other comprehensive income loss

Deferred income tax benefit expense _______ ______ ______

Net unrealized investment gains losses

Net unrealized investment gains losses attributable to noncontrolling interests ________ _______ _______

Net unrealized investment gains losses attributable toMetLife Inc
_______ ______ ______
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The changes in net unrealized inve2tment gains losses were as follows

Years Ended December31

In millions

2990 $1330 $12564

52 76

123 242 733

14823 9117 20745

105

3406 554 160

82

33

899 1350

11

2043 876

2011 2010 2009

Balance beginning of period

Cumulative effect of change in accounting principles net of income tax

Fixed maturity securities on which noncredit 0Th losses have been recognized

Unrealized investment gains losses during the year

Unrealized investment gains losses of subsidiary at the date of disposal

Unrealized investment gainslosses relating to

Insurance liability gain loss recognition

Insurance liability gain loss recognition of subsidiary at the date of disposal

DAC and VOBA related to noncredit 0Th losses recognized in accumulated other

comprehensive income loss

DAC and VOBA

DAC and VOBA of subsidiary at date of disposal

Policyholder dividend obligation

Deferred income tax benefit expense related to noncredit 0111 losses recognized in

accumulated other comprehensive income loss

Deferred income tax benefit expense

Deferred income tax benefit expense of subsidiary at date of disposal

Net unrealized investment gains losses

Net unrealized investment gains losses attributable to noncontrolling interests

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 MetLife Inc

61

2880

235

5969

1341

11

1330

11223

11

11234

39

2908

8474

8479

5484

5489

73

2208

2987

$2990

$4317

$4320
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Continuous Gross Unrealized Losses and OTTI Losses for Fixed Maturity and Equity Securities Available-for-Sale by Sector

The following tables present the estimated fair value and gross unrealized losses of 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 0111 loss Fixed maturity secutties on which noncredit 0111 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 positioh 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 CIII loss

December31 2011

Equal to or Greater

Less than 12 Months than 12 Months Total

Estimated Gross Estimated Gross Estimated Gross

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

In millions except number of securities

Fixed Maturity Securities

U.S corporate securities

Foreign corporate securities

Foreign government securities

RMBS

U.S Treasury and agency securities

CMBS

State and political subdivision securities

ABS

Other fixed maturity securities
________ ______ ________ ______ ________ ______

Total fixed maturity securities

________ ______ ________ ______ ________ ______

Equity Securities

Common stock

Non-redeemable preferred stock
________ ______ ________ ______ ________ ______

Total equity securities
________ ______ ________ ______ ________ ______

Total number of securities in an unrealized loss position 3978 ________

Fixed Maturity Securities

U.S corporate securities

Foreign corporate securities

Foreign government securities

RMBS

U.S Treasury and agency securities

CMBS

State and political subdivision securities

ABS

Other fixed maturity securities _________ ______ ________ ______ _________ ______

Total fixed maturity securities _________ ______ ________ ______ _________ ______

Equity Securities

Common stock

Non-redeemable preferred stock _________ ______ ________ ______ _________ ______

Total equity securities
_________ ______ ________ ______ _________ ______

Total number of securities in an unrealized loss position 5609 ________

$15642

12618

11227

4040

2611

2825

177

4972

$54112

581$ 96$

204 30 370

590 5135 790 $20777 1380

639 5957 700 18575 1339

230 1799 127 13026 357

547 4724 1189 8764 1736

50 2661

135 678 91 3503 226

1007 154 1184 156

103 1316 214 6288 317

2247 $20666 3266 $74778 5513

1$ 586$ 97

172 574 202

785 126 375 173 1160 299

1963

December 31 2010

Equal to or Greater

Less than 12 Months than 12 Months Total

Estimated Gross Estimated Gross Estimated Gross

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

In millions except number of securities

22954 447 8319 1155 31273 1602

22415 410 3976 515 26391 925

26659 585 189 17 26848 602

7630 221 7624 1492 15254 1713

13401 530 118 29 13519 559

3787 29 1363 249 5150 278

5061 246 988 272 6049 518

2671 33 2102 350 4773 383

$104579 2501 $24679 4079 $129258 6580

89$ 12$ 1$ 90$ 12

191 824 220 1015 229

280 21 825 220 1105 241

1704
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Aging of Gross Unrealized Losses and OTT Losses for Fixed Maturity and Equity Securities Available-for-Sale

The following tables present the cost or amortized cost gross unrealized losses including the portion of 0Th loss on fixed maturi securities

recognized in accumulated other comprehensive income loss gross unrealized losses as percentage of cost or amortized cost and number of

securities for fixed maturi and equi securities where the estimated fair alue had declined and remained below cost or amortized cost by less than

December 312011

Gross Unrealized
Number of

Cost or Amortized Cost Losses 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

Fixed Maturity Securities

Less than six months
4736 $1 346 1332

Six months or greater but less than nine months
1049 279 349

Nine months or greater but less than twelve months
288 55 93

Twelve months or greater
_______

2115 1216 843

Total _______
$8188 896 $2617

Percentage of amortized cost

4% 2%
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

Less than six months

Six months or grsater 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 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

20% or 20% or more at

3260
375

143

1523

320

63

14

167

$49249

4104

1160

17590

$72103

714

22

18

98

852

376 64

223

607 76

9%

123 154 42

19

96 24 20

223

37%

Fixed Maturity Securities

December 31 2010

Gross Unrealized
Number of

Cost or Amortized Cost Losses 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

$105301 $1403 $2348 368 5320 121

29 102 104 29
1125 376

371 89 28 27

21627 5546 1863 1815

128424 $7414 4268 $2312

3% 31%

50

1245 311

247 94 10 22 106 33

29 65 16

47 16

518 340

800$ 546

56 116 35 14

$170

9% 31%

Equi securities with gross unrealized losses of 20% or more for twelve months or greater decreased from $1 16 million at December 31 2010 to

$96 million at December 31 2011 As shown in the section Evaluating Temporarily Impaired Available-for-Sale Securities below all of the equi

securities with gross unrealized losses of 20% or more for twelve months or greater at December 31 2011 were financial seices indust investment

grade non-redeemable preferred stock of which 71% were rated or better

MetUfe nc
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Concentration of Gross Unrealized Losses and OTTI Losses for Fixed Maturity and Equity Securities Available-for-Sale
The gross unrealized losses related to fixed maturity and equity securities including the portion of OTTI losses on fixed maturity securities recognized

in accumulated other comprehensive income loss were $5.8 billion and $6.8 billion at December31 2011 and 2010 respectively The concentration
calculated as percentage of gross unrealized losses including 0Th losses by sector and industry was as follows at

December 31

2011 2010

Sector

RMBS
30% 25%

U.S corporate securities
24 23

Foreign corporate securities
23 14

Foreign government securities

ABS

CMBS

State and political subdivision securities

U.S Treasury and agency secUrities

Other

Total

1PP%
Industry

Mortgage-backed
34% 29%

Finance

27 21

Utility

Foreign government securities

Consumer

Asset-backed

Communications

State and political subdivision securities

Industrial

U.S Treasury and agency securities

Other

Total

100% 100%

Evaluating Temporarily Impaired Available-for-Sale Securities
The following table presents fixed maturity and equity securities each with gross unrealized losses of greater than $10 million the number of

securities total gross unrealized losses and percentage of total gross unrealized losses at

December31

2011 2010

Fixed Maturity Equity Fixed Maturity Equity
Securities Securities Securities Securities

In millions except number of securities

Number of securities
96 107

Totalgrossunrealizedlosses $1703 $117 $2014 $103

Percentage of total gross unrealized losses 31% 39% 31% 43%

Fixed maturity and equity securities each with gross unrealized losses greater than $10 million decreased $297 million during the year ended
December 312011 The decline in or improvement in gross unrealized losses for the year ended December31 2011 was

primarily attributable to
decrease in interest rates partially offset by widening credit spreads These securities were included in the Company OTTI review processAs of December 31 2011 $1 billion of unrealized losses were from fixed maturity securities with an unrealized loss position of 20% or more of
amortized coSt for six months or greater Of the $1 .3 billion $526 million or 41% are related to unrealized losses on investment grade securities
Unrealized losses on investment grade securities are principally related to widening credit spreads or rising interest rates since purchase Of the
$1 .3 billion $759 million or 59% are related to unrealized losses on below investment grade securities Unrealized losses on below investment grade
securities are principally related to RMBS primarily alternative residential mortgage loans and sub-prime residential mortgage loans U.S and

foreign
corporate securities primarily utility industrial and financial services industry securities and ABS primarily collateralized debt obligations and were the
result of significantly wider credit spreads resulting from higher risk premiums since purchase largely due to economic and market uncertainties
including concerns over the financial services industry sector unemployment levels and valuations of residential real estate supporting non-agencyRMBS As explained further in Note management evaluates these U.S and foreign corporate securities based on factors such as expected cashflows and the Otancial condition and near-term and long-term prospects of the issuer and evaluates non-agency RMBS and ABS based on actual and
projected cash flows after considering the

quality of underlying collateral expected prepayment speeds current and forecasted loss severity
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consideration of the payment terms of the underlying assets backing particular security and the payment priority within the tranche structure of the

security See Aging of Gross Unrealized Losses and 0111 Losses for Fixed Matufty and Equity Securities Available-for-Sale for discussion of

equity securities with an unrealized loss position of 20% or more of cost for months or greater

In the Companys impairment review process the duration and severity
of an unrealized loss position for equity securities are 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 are given by the Company to decline in market value and the

likelihood such market value decline will recover

The following table presents certain information about the Companys equity securities available-for-sale with gross unrealized losses of 20% or more

at December 31 2011

Non-Redeemable Preferred Stock

All Types of

All Equity Non-Redeemable

Securities Preferred Stock

Gross Gross of All

Unrealized Unrealized Equity

Losses Losses Securities

In millions

Lessthansixmonths $123 87 71% 46 53% 46

Six months or greater but less than twelve months

100% 96

All equity securities with gross unrealized losses of 20% or

more $223 $183 82% $142 78% $142 100% 55%

In connection with the equity securities impairment review process the Company evaluated its holdings in non-redeemable preferred stock

particularly those in the financial services industry The Company considered several factors including whether there 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 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 loss position i.e 12 months or greater

Based on the Companys current evaluation of available-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

Future OTTI5 will depend primarily on economic fundamentals issuer performance including changes in the present value of future cash flows

expected to be collected changes in credit ratings changes in collateral valuation changes in interest rates and changes in credit spreads If

economic fundamentals or any of the above factors deteriorate additional OTTIs may be incurred in upcoming quarters

Trading and Other Securities

The table below presents certain information about the Companys trading and other securities

Actively Traded Securities

FVO general account securities

FVO contractholder-directed unit-linked investments

FVO securities held by CSEs _______ _______

Total trading and other securities at estimated fair value _______ _______

Actively Traded Securities at estimated fair value 473 463

Short sale agreement liabilities at estimated fair value 127 46

Net long/short position at estimated fair value 346 417

Investments pledged to secure short sale agreement liabilities 558 465

See Note for discussion of FVO contractholder-directed unit-linked investments and Variable Interest Entities for discussion of CSEs included

in the table above See Net Investment Income and Net Investment Gains Losses for the net investment income recognized on trading and

other securities and the related changes in estimated fair value subsequent to purchase included in net investment income and net investment gains

losses for securities still held as of the end of the respective years as applicable

All Industries

Investment Grade

Twelve months or greater 96 96

Financial Services Industry

Gross of All Gross

Unrealized Non-Redeemable Unrealized of All Rated or

Losses Preferred Stock Losses Industries Better

In millions In millions

100%

100% 22%

96 100% 71%

December 31

2011 2010

In millions

$473 463

267 131

17411 17794

117 201

$18268 $18589
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Net Investment Gains Losses
The components of net investment gains losses were as follows

Total gains losses on fixed maturity securities

Total 0Th losses recognized

Less Noncredit portion of 0111 losses transferred to and recognized in other

comprehensive income loss

Net 0111 losses on fixed maturity securities recognized in earnings1

Fixed maturity securities net gains losses on sales and disposals

Total gains losses on fixed maturity secunties

Other net investment gains losses

EquitysecuritiØs

Trading and other securities FVO general account securities changes in

estimated fair value

Mortgage loans

Real estate and real estate joint ventures

Other limited partnership interests

Other investment portfolio gains losses

Subtotal investment portfolio gains losses

FVO CSEs changes in estimated fair value

Commercial mortgage loans

Securities

Long-term debt related to commercial mortgage loans

Long term debt related to securities

Other gains losses2

Subtotal FVO CSEs and other gains losses

total net investment gains losses

$924 $1682 $2432

939

955 470 493

25 215 165

930 255 658

23 104 399

175 22 442

134 54 164

18 356

26

_j.j 3045

84 758

78

97 722

48

144

.j 144

iij.tjQ $2901

Investment portfolio gains losses for the year ended December 31 2011 includes intent to sell impairments of $154 million as result of the

pending disposition of certain operations of MetLife Bank and the Caribbean Business See Note 2.

Other gains losses includes loss of $87 million and $209 million for the years ended December 31 2011. and 2010 respectively related to the

sale of the Companys investment in MSI MetLife See Note Other gains losses for the year ended December 31 2011 includes goodwill

impairment loss of $65 million and loss of $19 million related to the Companys pending sale of the Caribbean Business See Notes and

See Variable interestEntities for discussion of CSEs included in the table above

Gains losses from foreign currency transactions included within net investment gains losses were $37 million $230 million and $226 million for the

years ended December31 2011 2010 and 2009 respectively

Proceeds from sales or disposals of fixed maturity and equity securities and the components of fixed maturity and equity securities net investment

gains losses were as shown in the table below Investment gains and losses on sales of securities are determined on specific identification basis

Years Ended December 31 Years Ended December31 Years Ended December 31

.2011 2010 2009 2011 2010 2009 2011 2010 2009

Fixed Maturity Securities Equity Securities Total

In millions

Proceeds $67449 $54514 $38972 $1 $616 940 $68690 $55130 $39912

Grossinvestmentgains 892 831 939 108 $129 $134 1000 960 1073

Gross investment losses 867 616 1104 J7j Jj 938 627 t7
Total 0111 losses recognized in earnings

Credit related 645 423 1130 645 423 1130

Other1 310 47 60 J4 J4j 370 61 J7
Total 0TH losses recognized in earnings 955 470 11493 jQ J14 J4Q 1015 484 1893

Net investmentgains losses 255 $1658$ 23 $104 953$ 151 $2057

Years Ended December 31

2011 2010 2009

In millions
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Other 0111 losses recognized in earnings include impairments on equity securities impairments on perpetual 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 the Company will be required to sell the secuty before recovery of the

decline in estimated fair value

Fixed maturity security OTTI losses recognized in earnings related to the following sectors and industries with the U.S and foreign corporate

securities sector

Years Ended December31

2011 2010 2009

In millions

Sector

U.S and foreign corporate securities by industry

Finance
56 $126 452

Consumer
50 36 211

Communications
41 16 235

Industrial
11 30

Utility

10 89

Other industries
26

Total U.S and foreign corporate securifes
169 183 1043

Foreign government securities
486

RMBS
214 117 258

ABS
54 84 103

CMBS 32 86 88

Total
$955 $470 $1493

Equity security 0111 losses recognized in earnings related to the fo lowing sectors and ndustries

Years Ended December31

2011 2010 2009

In millions

Sector

Non-redeemable preferred stock $38 $333

Common stock
22 67

Total
$60 $14 $400

Industry

Financial services industry

Perpetual hybrid securites $38 $310

Common and remaining non-redeemable preferred stock 30

Total financial services industry
38 340

Other industries
22 11 .Q

Total
$60 $14 $400

Metufe Inc
127



MetLife lnc

Notes to the Consolidated Financial Statements Continued

Credit Loss Roliforward Roilforward of the Cumulative Credit Loss Component of 0771 Loss Recognized in Earnings on
Fixed Maturity Secunties Still Held for Which Portion of the OTT Loss Was Recognized in Other Comprehensive Income
Loss
The table below presents roilforward of the cumulative credit loss component of 0111 loss recognized in earnings on fixed maturity securities still

held for which portion of the 0111 loss was recognized in other comprehensive income loss

Years Ended December 31

2011 2010

In millions

Balance at January $443 581

Additions

Initial impairments credit loss 0111 recognized on securities not previously impaired 45 109

Additional impairments credit loss 0111 recognized on securities previously impaired 143 125

Reductions

Sales maturities pay downs or prepayments during the period of securities previously impaired as

credit loss GUI 90 260
Securities de-recognized in connection with the adoption of new guidance related to the consolidation

of VIEs 100
Securities impaired to net present value of expected future cash flows 57
Increases in cash flows accretion of previous credit loss 0111 Jig _i1P

Balance at December31 $443

Net Investment Income

The components of net investment income were as follows

Years Ended December31

2011 2010 2009

In millions

Investment income

Fixed maturity securities $15037 $12407 $1 1545

Equity securities 141 128 178

Trading and other securities Actively Traded Securities and FVO general account

securities1 31 73 116

Mortgage loans 3164 2824 2741

Policy loans 641 649 641

Real state and real estate joint ventures 704 391 245
Other limited partnership interests 681 879 174

Cash cash equivalents and short-term investments 167 101 128

International joint ventures2 81 115
Other 178 236 205

Subtotal 20747 17607 15368

Less Investment expenses 1029 894 911

Subtotal net 19718 16713 14457

Trading and other securities FVO contractholder-directed unit-linked investments1 453 372 284

FVO CSEs

Commercial mortgage loans 332 411

Securities 15

Subtotal 112 798 284

Net investment income $19606 $17511 $14741

Changes in estimated fair value subsequent to purchase for securities still held as of the end of the respective years included in net investment

income were

Trading and other securities Actively Traded Securities and FVO general account securities 30 34

Trading and other securities FVO contractholder-directed unit-linked investments $647 $322 $275
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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 $23 million $36 million and $143 million for the

years ended December31 2011 2010 and 2009 respectively

See Variable Interest Entities for discussion of CSE5 included in the table above

Securities Lending

As described more fully in Note the Company participates in securities lending program whereby blocks of securities are loaned to third parties

These transactions are treated as financing arrangements and the associated cash collateral received is recorded as liability The Company is

obligated to return the cash collateral received to its counterparties

Elements of the securities lending program are presented below at

December31

2011 2010

In millions

Securities on loan1

Amortized cost
$20613 $23715

Estimated fair value $24072 $24230

Cash collateral on deposit from counterparties2
$24223 $24647

Security collateral on deposit from counterparties
371

Reinvestment portfolio
estimated fair value $23940 $24177

Included within fixed maturity securities and short-term investments

Included within payables for collateral under securities loaned and other transactions

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

Invested Assets on Deposit Held in Trust and Pledged as Collateral

Invested assets on deposit held in trust and pledged as collateral are presented in the table below at estimated fair value for cash and cash

equivalents short-term investments fixed maturity securities equity securities and trading and other securities and at carrying value for mortgage loans

December31

2011 2010

In millions

Invested assets on deposit1
1660 2110

Invested assets held in trust2
11135 8430

Invested assets pledged as collateral3
29899 29470

Total invested assets on deposit held in trust and pledged as collateral $42694 $40010

The Company has invested 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 requirements under certain collateral financing

agreements and certain reinsurance agreements

The Company has pledged fixed maturity securities mortgage loans and cash and cash equivalents in connection with various agreements and

transactions including funding and advances agreements see Notes and 11 collateralized borrowings see Note 11 collateral financing

arrangements see Note derivative transactions see Note and short sale agreements see Trading and Other Securities
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Mortgage Loans

Mortgage loans are summarized as follows at

December 31

2011 2010

Carrying of Carrying of

Value Total Value Total

In millions

Mortgage loans held-for-investment

Commercial $40440 56.1% $37818 60.7%

Agricultural 13129 18.2 12751 20.4

Residential1 689 1.0 2231 3.7

Subtotal 54258 75.3 52800 84.8

Valuation allowances1 481 JQ7 664 flJ

Subtotal mortgage loans held-for-investment net 53777 74.6 52136 83.7

Commercial mortgage loans held by CSEs 3138 4.4 6840 11.0

Total mortgage loans held-for-investment net 56915 7kO 58976 94.7

Mortgage loans held-for-sale

Residential 3064 4.2 2510 4.0

Mortgage loans lower of amortized cost or estimated fair value1 4462 6.2 811 1.3

Securitized reverse residential mortgage loans2 7652 1T6

Total mortgage loans held-for-sale 15178 21.0 3321 5.3

Total mortgage loans net $72093 100.0% $62297 100.0%

The valuation allowance on and the related carrying value of certain residential mortgage loans held-for-investment was transferred to mortgage
loans held-for-sale in connection with the pending disposition of certain operations of MetLife Bank See Note

See Note for discussion of the securitized reverse residential mortgage loans

See Variable Interest Entities for discussion of CSEs included in the table above and the decrease in commercial mortgage loans held by CSEs
Certain of the Companys real estate joint ventures have mortgage loans with the Company The carrying values of such mortgage loans were

$286 million and $283 million at December31 2011 and 2010 respectively
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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

Commercial Agricultural Residential Total

In millions

December 31 2011

Mortgage loans

Evaluated individually for credit losses 96 159 13 268

Evaluated collectively for credit losses 40344 12970 676 53990

Total mortgage loans 40440 13129 689 54258

Valuation allowances

Specific credit losses
59 45 105

Non-specifically identified credit losses
339 36 376

Total valuation allowances 398 81 481

Mortgage loans net of valuation allowance $40042 $13048 687 $53777

December 31 2010

Mortgage loans

Evaluated individually for credit losses 120 146 13 279

Evaluated collectively for credit losses 37698 12605 2218 52521

Total mortgage loans 37818 12751 2231 52800

Valuation allowances

Specific credit losses 36 52 88

Non-specifically identified credit losses 526 36 14 576

Total valuation allowances 562 88 14 664

Mortgage loans net of valuation allowance $37256 $12663 $2217 $52136

The following tables present the changes in the valuation allowance by portfolio segment

Mortgage Loan Valuation Allowances

Commercial Agricultural Residential Total

In millions

Balance at January 2009 $232 61 11 $304

Provision release
384 79 12 475

Charge-offs net of recoveries __L

Balance at December 31 2009
589 115 17 721

Provision release
12

Charge-offs net of recoveries __
Balance at December 31 2010 562 88 14 664

Provision release
152 10 145

Charge-offs net of recoveries 12 19

Transfer to held-for-sale1
ii __i

Balance at December31 2011 $398 $81 $2 $481

The valuation allowance on and the related carrying value of certain residential mortgage loans held-for-investment was transferred to mortgage

loans held-for-sale in connection with the pending disposition of certain operations of MetLife Bank See Note

Metufe Inc
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Commercial Mortgage Loans by Credit Quality Indicators with Estimated Fair Value See Note for discussion of all credit quality indicators

presented herein Presented below for the commercial mortgage loans held-for-investment is the recorded investment prior to valuation allowances by

the indicated loan-to-value ratio categories and debt service coverage ratio categories and estimated fair value of such mortgage loans by the indicated

loan-to-value ratio categories at

Commercial

Recorded Investment

December 312011

Loan-to-value ratios

Less than 65%

65% to 75%

76%to8O%

Greatertban8O%

Total

December 31 2010

Loan-to-value ratios

Less than 65%

65%to 75%

76% to 80%

Greater than 80%

Total

Loan-to-value ratios

Debt Service Coverage Ratios

1.20x 1.OOx-1.20x l.OOx

In millions

Lessthan6s% $11802

65% to 75% 874

76%to8O%

Greater than 80% 377 335 26

Total $13129 100.0% $12751 100.0%

Residential Mortgage Loans by Credit Quality Indicator The recorded investment in residential mortgage loans held-for-investment prior to

vauation allowances by credit quality indicator is as shown below The estimated fair value of residential mortgage loans held-for-investment was
$737 million and $2.3 billion at December31 2011 and 2010 respectively

2011

Recorded of

Investment Total

In millions

2Ô10

Recorded of

Investment Total

In millions

of

Total Total

Estimated

Fair Value

In millions

of

Total

$24983 448 564 $25995 64.3% $27581 65.5%

8275 336 386 8997 22.3 9387 22.3

1150 98 226 1474 3.6 1473 35

2714 880 380 3974 V8 3664 8.7

$37122 $1762 $1556 $40440 100.0% $42105 100.0%

$16663 125 483 $17271 45.7% $18183 46.9%

9022 765 513 10300 27.2 10685 27.6

3033 304 135 3472 9.2 3535 9.1

4155 1813 807 6775 17.9 6374 16.4

$32873 $3007 $1938 $37818 100.0% $38777 100.0%

Agncultural Mortgage Loans by Credit Quality Indicator The recorded investment in agricultural mortgage loans held-for-investment prior to

valuation allowances by credit quality indicator is as shown below The estimated fair value of agricultural mortgage loans held-for-investment was
$13.6 billion and $12.9 billion at December31 2011 and 2010 respectively

Agricultural

December 31

2011

Recorded of

Investment Total

In millions

2010

Recorded of

Investment Total

In millions

89.9% $11483 90.1%

6.7 885 6.9

76 0.6 48 0.4

Performance indicators

Residential

December31

Performing $671 97.4% $2149 96.3%

Nonperforming 25 82 3.7

Total $689 100.0% $2231 100.0%
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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 at both December 31 2011 and December 31 2010 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 or more agricultural mortgage loans 90 days or more and residential mortgage loans 60 days or more The recorded investment in

mortgage loans held-for-investment prior to valuation allowances past due according to these aging categories greater than 90 days past due and still

accruing interest and in nonaccrual status by portfolio segment were as follows at

Greater than 90 Days Past Due Still

Past Due Accruing Interest

December 312011 December 312010 December 312011 December 312010

In millions

Loans without

Loans with Valuation Allowance Valuation Allowance

Unpaid Unpaid

Principal Recorded Valuation Carrying Principal Recorded

Balance Investment Allowances Value Balance Investment

In millions

All Impaired Loans

Unpaid

Principal Carrying

Balance Value

December 31 2011

Unpaid principal balance is generally prior to any charge-offs

The average investment in impaired mortgage loans held-for-investment including those modified in troubled debt restructuring and the related

interest income by portfolio segment for the years ended December 31 2011 and 2010 respectively and for all mortgage loans for the year ended

December31 2009 was

For the Year Ended December 31 2011

Commercial

Agricultural

Residential _..

Total $588

For the Year Ended December 31 2010

Commercial $192

Agricultural
284

Residential

Total

For the Year Ended December31 2009 $338

Nonaccrual Status

December 312011 December 312010

Commercial 63 58 63

Agricultural
146 159 29 13 157 177

Residential 79 11 17 25

Total $7 $296 $29 $25 $237 $209

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 including those modified in troubled debt restructuring by portfolio segment were as

follows at

Impaired Mortgage Loans

Commercial 96 96 59 37 $252

Agricultural

Residential

Total

160

13

$269

$237 $348 $274

159 45 114 71 69 231 183

13 12 14 13

$268 $105 $163 $324 $307 $593 $470

Residential

Total

December 31 2010

Commercial $120 $120 36 84 99 87 $219 $171

Agricultural
146 146 52 94 123 119 269 213

16 16

$269 $269 88 $181 $238 $222

19 19

$507 $403

Impaired Mortgage Loans

Average Investment Interest Income Recognized

Cash Basis Accrual Basis

In millions

$313

252

$5

$9

$5

$11

$8

$1

$2

$1

$3

$1

16

$492
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Mortgage Loans Modified in Troubled Debt Restructuring See Note for discussion of loan modifications that are classified as trouble debt

restructuhng and the types of concession typically granted At December 31 2011 the number of mortgage loans and carrying value after specific

valuation allowance of mortgage loans modified during the period in troubled debt restructuring were as follows

Mortgage Loans Modified in Troubled Debt

Restructuring

December 31 2011

Number of

Mortgage Carrying Value after Specific

Loans Valuation Allowance

Pre- Post-

Modification Modification

In millions

Commercial $147 $111

Agricultural 10 42 42

Residential

Total 15 $189 $153

During the previous 12 months the Company had four agricultural mortgage loans with carrying value after specific valuation allowance of

$13 million modified in troubled debt restructuhng with subsequent payment default at December 31 2011 There were no commercial or

residential mortgage loans during the previous 12 months modified in troubled debt restructuring with subsequent payment default at December31

2011 Payment default is determined in the same manner as delinquency status when interest and principal payments are past due as follows

commercial mortgage loans 60 days or more agricultural mortgage loans 90 days or more and residential mortgage loans 60 days or more

Real Estate and Real Estate Joint Ventures

Real estate ihvestments by type consisted of the following

December 31

2011 2010

Carrying of Carrying of

Value Total Value Total

In millions In millions

Traditional $5958 69.6% $4987 62.1%

Real estate joint ventures and funds 2340 27.3 2707 33.7

Real estate and real estate joint ventures 8298 96.9 7694 95.8

Foreclosed commercial agricultural and residential 264 3.1 152 1.9

Real estate held-for-investment 8562 100.0 7846 97.7

Real estate held-for-sale 184

Total real estate and real estate joint ventures $8563 100.0% $8030 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 estimated fair value of the

traditional real estate investment portfolio was $7.7 billion and $6.3 billion at December31 2011 and 2010 respectively The Company classifies within

real estate joint ventures 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

Properties acquired through foreclosure were $295 million $165 million and $127 million for the years ended December 31 2011 2010 and 2009

respectively and include commercial agricultural and residential properties After the Company acquires properties through foreclosure it evaluates

whether the properties are appropriate for retention in its traditional real estate portfolio Foreclosed real estate held at December 31 2011 and 2010

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 .3 billion and $1 .5 billion at December 31 2011

and 2010 respectively Related depreciation expense on traditional wholly owned real estate was $164 million $151 million and $135 million for the

years ended December 31 2011 2010 and 2009 respectively These amounts include depreciation expense related to discontinued operations of

$7 million $16 million and $1 7million for the years ended December31 2011 2010 and 2009 respectively

There were no impairments recognized on real estate held-for-investment for the year ended December 31 2011 Impairments recognized on real

estate held-for-investment were $48 million and $160 million for the years ended December 31 2010 and 2009 respectively Impairments recognized

on real estate held-for-sale were $2 million and $1 million for the years ended December 31 2011 and 2010 respectively There were no impairments

recognized on real estate held-for-sale for the year ended December 31 2009 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 2011 and 2010 The carrying value of non-income producing real

estate was $182 million and $137 million at December31 2011 and 2010 respectively
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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 United States and overseas was $6.4 billion at both December 31 2011 and 2010 Included

within other limited partnership interests were $1 billion and $1 billion at December 31 2011 and 2010 respectively of investments in hedge funds

Impairments of other limited partnership interests principaty other limited partnership interests accounted for under the cost method were $5 million

$12 million and $354 million for the years ended December31 2011 2010 and 2009 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 $9.5 billion as of December 31 2011 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 $3.5 billion as of December 31 2011 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 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 for two of the

three most recent annual periods 2010 and 2009 The Company is providing the following aggregated summadzed financial data for such equity

method investments for the most recent annual periods in order to provide comparative information 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 December 31 2011 the aggregated summarized financial data presented below reflects the latest available financial

information Aggregate total assets of these entities totaled $266.4 billion and $262.9 billion as of December 31 2011 and 2010 respectively

Aggregate total liabilities of these entities totaled $31 billion and $77 billion as of December31 2011 and 2010 respectively Aggregate net income

loss of these entities totaled $9.7 billion $18.7 billion and $22.8 billion for the years ended December 31 2011 2010 and 2009 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 table presents the carrying value of the Companys other invested assets by type at

December31

2011 2010

Carrying of Carrying of

Value Total Value Total

In millions In millions

Freestanding derivatives with positive fair values $16200 686% 7777 50.4%

Leveraged leases net of non-recourse debt 2248 9.5 2191 14.2

Taxcreditpartnerships 1531 6.5 976 6.3

MSR5 666 2.8 950 6.2

Funds withheld 608 2.6 551 3.6

Joint venture investments 218 0.9 694 4.5

Other 2157 9.1 2291 14.8

Total $23628 100.0% $15430 100.0%

See Note for information regarding the freestanding derivatives with positive estimated fair values See Leveraged Leases for the composition

of leveraged leases 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

See Note for activjty roilforwards for MSRs Funds withheld represent amounts contractually withheld by ceding companies in accordance with

reinsurance agreements Joint venture investments are accounted for under the equity method and represent the Companys investment in insurance

underwriting joint ventures in China Japan see Note and Chile

Leveraged Leases

Investment in leveraged leases included in other invested assets consisted of the following

December 31

2011 2010

In millions

Rental receivables net 1859 1882

Estimated residual values 1657 1682

Subtotal 3516 3564

Unearned income 1$ 1373

Investment in leveraged leases $2248 $2191
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Rental receivables are generally due in periodic installments The payment periods range from one to 15 years but in certain circumstances are as

long as 34 years For rental receivables the primary credit quality indicator is whether the rental receivable is performing or non performing which is

assessed monthly The Company generally defines non-performing rental receivables as those that are 90 days or more past due As of December 31

2011 and 2010 all rental receivables were performing

The deferred income tax liability related to leveraged leases was $1 billion and $1 billion at December31 2011 and 2010 respectively

The components of income from investment in leveraged leases excluding realized gains losses were as follows

Years Ended December 31

2011 2010 2009

In millions

Net income from investment in leveraged eases $125 $123 $1 14

Less Income tax expense on leveraged leases J4 J9
Net investment income after income tax frOm investment in leveraged leases $81 $80 $74

Cash Equivalents

The carrying value of cash equivalents which includes securities and other investments with an original or remaining maturity of three months or less

at the time of purchase was $5.0 billion and $9.6 billion at December31 2011 and 2010 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 impaired investments For each investment the

excess of the cash flows expected to be collected as of the acquisition date over ifs acquisition-date fair value is referred to as the accretable yield and

is recognized as net investment income on an effective yield basis If subsequently based on current information and events it is probable that 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 prospectively The excess of the contractually required payments including interest as of the

acquisition date over the cash flows expected to 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 asset class held at

Fixed Maturity Securities Mortgage Loans

December 31

2011 2010 2011 2010

In millions

Outstanding principal and interest balance1 $4547 $1548 $471 $504

Carryingvalue2 $3130 $1050 $173 $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 acquired during the periods as of their respective acquisition

dates

Fixed Maturity Securities Mortgage Loans

Years Ended December 31

2011 2010 2011 2010

In millions

Contractually required payments including interest $5141 $2126 $553

Cash flows expected to be collected1 $4365 $1782 $374

Fair value of investments acquired $2590 $1 076 $201

Represents undiscounted principal and interest cash flow expectations at the date of acquisition

portion of the difference beteen the contractually required payments including interest and the cash flows expected to be collected on certain of

the investments acquired in the Acquisition has been established as an indemnification asset as discussed further in Note
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The following table presents activity for the accretable ytad on purchased credit impaired investments for

Fixed Maturity Securities Mortgage Loans

Years Ended December 31

2011 2010 2011 2010

In millions

Accretable yield January 541 $170

Investments purchased 1775 606

Acquisition1
100 173

Accretion recognized in earnings 114 62 56

Disposals 65

Reclassification to from nonaccretable difference 174 Ji.9 140

Accretable yield December31 $2311 $541 $254 $170

As described further in Note all investments acquired in the Acquisition were recorded at estimated fair value as of the Acquisition Date This

activity relates to acquired fixed maturity securities and mortgage loans with credit impairment inherent in the estimated fair value

Variable Interest Entities

The Company holds investments in certain entities that are \4Es 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 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 Company has concluded that it is the primary

beneficiary and which are consolidated at December 31 2011 and 2010 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

2011 2010

Total Total Total Total

Assets Liabilities Assets Liabilities

In millions

Consolidated securitization entities1 $3299 $3103 7114 $6892

MRSC collateral financing an-angement2 3333 3333

Other limited partnership interests 360 319 85

Trading and other securities
163 186

Other invested assets 102 108

Real estate joint ventures 16 18 20 17

Total $7273 $3128 $11080 $6995

The Company consolidates former QSPE5 that are structured as CMBS and former QSPE5 that are structured as collateralized debt obligations The

assets of these entities can only be used to settle their respective liabilities and under no circumstances is the Company liable for any principal or

interest shortfalls should any arise The Companys exposure was limited to that of its remaining investment in the former OSPE5 of $172 million and

$201 million at estimated fair value at December 31 2011 and 2010 respectively The long-term debt presented below bears interest primarily at

fixed rates ranging from 2.25% to 5.57% payable primarily on monthly basis and is expected to be repaid over the next six years Interest expense

related to these obligations included in other expenses was $324 million and $41 million for the years ended December 31 2011 and 2010

respectively The Company sold certain of these CMBS investments in the third quarter of 2011 resulting in the deconsolidation of such entities and

their related mortgage loans held-for-investment and long-term debt The assets and liabilities of these CSEs at estimated fair value were as follows

at
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December31

2011 2010

In millions

Assets

Mortgage loans held-for-investment commercial mortgage loans $3138 $6840

Trading and other securities 117 201

Accrued investment income 16 34

Cash and cash equivalents 21 39

Premiums reinsurance and other receivables
______

Total assets $3299 $7114

Liabilities

Long-term debt $3068 $6820

Other liabilities 35 72

Total liabilities $3103 $6892

See Note 12 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

December31

2011 2010

In millions

Fixed maturity securities available-for-sale

ABS $1356 $1333

U.S corporate securities 833 893

RMBS 502 547

CMBS 369 383

Foreign corporate securities 126 139

State and political subdivision securities 39 30

Foreign govemment securities

Mortgage loans 49

Cash and cash equivalents 59

Total $3333 $3333

The following table presents the carrying amount and marimum 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

December31

2011 2010

Maximum Maximum
Canying Exposure Canying Exposure

Amount to LossI Amount to Loss1

In millions

Rxed maturity securities available-for-sale

RMBS2 $42637 $42637 $45852 $45852

CMBS2 19069 19069 20675 20675

ABS2 12979 12979 13168 13168

U.S corporate securities 2911 2911 2435 2435

Foreign corporate securities 2087 2087 2950 2950

Other limited partnership interests 4340 6084 4383 6479

Other invested assets 799 1194 576 773

Trading and other securities 671 671 789 789

Mortgage loans 456 456 350 350

Real estate joint ventures 61 79 40 108

Total $86010 $38167 $91218 $93579

The maximum exposure to loss relating to the fixed maturity and trading and other 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
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Foreign currency Foreign currency swaps

Foreign currency forwards

Currency futures 633

Currency options 321

Non-derivative hedging instruments2

Credit Credit default swaps

Credit forwards

Equity market Equity futures 7053

Equity options

Variance swaps

14965 25 19 9385

16988 896 8761

14033 286 91 10374

Total rate of retum swaps 1644 10 34

Total $290021 $16200 $4011

the issuer or investee The maximum exposure to loss relating
to 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 Companys 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 income tax credits guaranteed by third parties of $267 million and $231 million at December 31 2011 and 2010

respectively

For these variable interests the Companys 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 2011

2010 and 2009

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

Primaiy 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 value and primary underiying risk exposure of the Companys derivative financial instruments

excluding embedded derivatives held at

December 31

Primary Underlying

Risk Exposure _______________________________ ________ _______ _______ ________

Interest rate

2011 2010

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Interest rate options

Interest rate forwards

Synthetic GlCs

Estimated Fair

Estimated Fair Value1 Value1
Notional Notional

Instrument Type Amount Assets Liabilities Amount Assets Liabilities

In millions

79733 8241 $2199 54803 $2654 $1516

23866 1246 165 23866 630 66

49665 102 35412 176

43 17

144 23

106 135

4454 4397

16461 1172 1060 17626 1616 1282

10149 200 60 10443 119 91

493

5426 50

169 185

10957 173 104

90

26 10 8794 21

17099 3263 179 33688 1843 1197

18801 397 75 18022 198 118

$4747

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 liabitty 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 PABs in the consolidated balance sheets

13136

20

326 113

1547

$254253 $7777
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The following table presents the gross notional amount of derivative financial instruments by maturity at December 31 2011

Remaining Life

After One Year After Five Years

One Year Through Five Through Ten After Ten

or Less Years Years Years Total

In millions

Interest rate swaps 5709 26479 $18989 $28556 79733

Interest rate floors 16866 4000 3000 23866

Interest rate caps 5000 40151 4514 49665

Interest rate futures 14965 14965

Interest rate options 707 11976 4305 16988

Interest rate forwards 13358 675 14033

Synthetic GlCs 4454 4454

Foreigncurrencyswaps 1255 6593 5793 2820 16461

Foreign currency forwards 9834 237 19 59 10149

Currency futures 633 633

Currency options 1321 1321

Creditdefaultswaps 174 12315 647 13136

Credit forwards 20 20

Equity futures 7053 7053

Equityoptions 538 5254 11307 17099

Varianceswaps 1015 2067 15396 323 18801

Total rate of return swaps 1597 47 1644

Total $67633 $122660 $64970 $34758 $290021

Interest rate swaps are used by the Company 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 cabulated by reference to an agreed notional

principal amount 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 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 payments are made by

either party single net payment is usually made by one counterparty at each due date Basis swaps are included in interest rate swaps in the

preceding table The Company utilizes basis swaps in non-qualifying 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 uses structured interest rate swaps 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 agency or other

fixed maturity security Structured interest rate swaps are included in interest rate swaps in the preceding table Structured interest rate swaps are not

designated as hedging instruments

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 certab 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 by the 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 and receives premium for
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written swaptions Swaptions are included in interest rate options in the preceding table The Company utilizes swaptions in non-qualif4ng hedging

relationships

The Company writes covered call options on its portfolio
of U.S Treasury securities 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 call option 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 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-qualifng hedging relationships

Interest rate lock commitments are short-term commitments 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 simulates the performance of traditional guaranteed interest contract through the use of financial instruments

Under synthetic GIC the polic4ioIder owns the underiying assets The Company guarantees rate retum on those assets for premium Synthetic

GIC5 are not designated as hedging instruments

Foreign currency derivatives including foreign currency swaps foreign currency forwards currency options and currency futures 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 deliver 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 fair value 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 into exchange-traded futures with regulated futures commission merchants that are members of the exchange

Exchange-traded currency futures are used primarily to hedge currency 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 for

functional currency amount within limited time at contracted price The contracts may also be net settled in cash based on differentials in the foreign

exchange 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

intemational subsidiaries The Company utilizes currency options in non-qualifyhg hedging relationships

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 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 the contract may be cash settled or it may be settled gross by the delivery of par quantities of the referenced investment equal to

the specified swap notional in exchange for the 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 one or more cash instruments such as U.S Treasury securities agency securities or

other fixed maturity securities 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 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
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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 in variance swaps in the preceding table The Company utilizes equity 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 Offered Rate UBOR calculated by reference to an

agreed notional principal amount No cash is exchanged at the outset of the 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 TRRs to hedge its equity market guarantees in certain of its insurance products TARs can be used

as hedges or to synthetically create investments The Company utilizes TARs in non-qualifying hedging relationships

Hedging

The following table presents the gross notional amount and estimated fair value of derivatives designated as hedging instn.iments by type of hedge

designation at

December 31

2011 2010

Estimated Estimated

Fair Fair

Value Value

Notional Notional

Derivatives Designated as Hedging Instruments Amount Assets Uabilities Amount Assets Liabilities

In millions

Fair value hedges

Foreign currency swaps 3220 500 98 4524 907 145

Foreign currency forwards 1830 10

Interest rate swaps 4580 1884 92 5108 823 169

Subtotal 9630 2386 200 9632 1730 314

Cash flow hedges

Foreign currency swaps 6370 352 306 5556 213 347

Interest rate swaps 3230 947 3562 102 116

Interest rate forwards 965 210 1140 107

Credit forwards 20 90

Subtotal 10585 1513 306 10348 317 573

Foreign operations hedges

Foreign currency forwards 1689 53 12 1935 26

Non-derivative hedging instniments 169 185

Subtotal 1689 53 12 2104 211

Total qualifying hedges $21 904 $3 952 $518 $22 084 $2 056 $1 098
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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

2011 2010

Estimated Esthnated

Fair Fair

Value Value

Derivatives Not Designated or Not Notional Notional

Qualifying as Hedging Instruments Amount Assets Liabilities Amount Assets Liabilities

In millions

lnterestrateswaps 71923 5410 $2107 46133 $1729 $1231

Interest rate floors 23866 1246 165 23866 630 66

Interest rate caps 49665 102 35412 176

Interest rate futures 14965 25 19 9385 43 17

Interest rate options 16988 896 8761 144 23

Interest rate forwards 13068 76 91 9234 106 28

Synthetic GICs 4454 4397

Foreign currency swaps 6871 320 656 7546 496 790

Foreign currency forwards 6630 145 38 8508 110 65

Currency futures 633 493

Currency options 1321 5426 50

Credit default swaps 13136 326 113 10957 173 104

Equity futures 7053 26 10 8794 21

Equity options 17099 3263 179 33688 1843 1197

Variance swaps 18801 397 75 18022 198 118

Total rate of return swaps 1644 10 34 1547

Total non-designated or non-qualifying

derivatives $268117 $12248 $3493 $232169 $5721 $3649

Net Derivative Gains Losses
The components of net derivative gains losses were as follows

Years Ended December31

2011 2010 2009

In millions

Derivatives and hedging gains Iosses1 $6108 122 $6624

Embedded derivatives 1284 J7 1758

Total net derivative gains losses $4824 $4866

Includes foreign currency transaction gains losses on hedged items in cash flow and non-qualifyhg hedging relationships which are not presented

elsewhere in this note

The following table presents eamed income on derivatives for the

Years Ended December31

2011 2010 2009

In millions

Qualifying hedges

Net investment income 98 83 49

Interest credited to policyholder account balances 214 233 220

Other expenses

Non-qualifying hedges

Net investment income

Other revenues 75 108 77

Net derivative gains losses
411 65 91

Policyholder benefits and claims 17

Total
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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

ii foreign currency swaps to hedge the foreign currency fair value exposure of foreign currency denominated investments and liabilities and iv foreign

currency forwards to hedge the foreign currency fair value exposure of foreign currency denominated fixed rate investments

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

Net Derivative Net Derivative Ineffectiveness

Gains Losses Gains Losses Recognized in

Derivatives in Fair Value Hedged Items in Fair Value Recognized for Recognized for Net Derivative

Hedging Relationships Hedging Relationships Derivatives Hedged Items Gains Losses

In millions

For the Year Ended December 31 2011

Interest rate swaps Fixed maturity securities 25 22

PABs1 1054 1030 24

Foreign currency swaps Foreign-denominated fixed maturity securities

Foreign-denominated PABs2 24 25 49

Foreign currency forwards Foreign-denominated fixed maturity securities 25 25

Total 981 $1 005J

For the Year Ended December 312010

Interest rate swaps Fixed maturity securities 14 16

PABs1 140 142

Foreign currency swaps Foreign-denominated fixed maturity securities 14 14

Foreign-denominated PABs2 20 11

Foreign currency forwards Foreign-denominated fixed maturity securities

Total 149 160 $11

For the Year Ended December 31 2009

Interest rate swaps Fixed maturity securities 49 42

PABs1 963 951 12

Foreign currency swaps Foreign-denominated fixed maturity securities 13 10

Foreign-denominated PAB52 462 449 13

Foreign currency forwards Foreign-denominated fixed maturity securities

Total 465 470 $5

Rxed rate liabilities

Fixed rate or floating rate liabilities

For the Companys foreign currency forwards the change in the fair value of the derivative related to the changes in the difference between the spot

price and the forward price is excluded from the assessment of hedge effectiveness For all other derivatives all components of each derivatives gain or

loss were included in the assessment of hedge effectiveness For the year ended December 31 2011 $3 million of the change in fair value of

derivatives was excluded from the assessment of hedge effectiveness For the years ended December 31 2010 and 2009 no component of the

change in fair value of derivatives was excluded from 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 ii 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 of fixed-rate investments and vi interest rate swaps and interest rate forwards to hedge forecasted fixed-

rate borrowings

In certain instances the Company discontinued cash flow hedge accounting because the forecasted transactions did not occur on the anticipated

date within two months of that date or were no longer probable of occuning The net amounts reclassified into net derivative gains losses for the years

ended December 31 2011 2010 and 2009 related to such discontinued cash flow hedges were gains losses of $13 million $9 million and $7
million respectively

At December31 2011 and 2010 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 nine years and seven years respectively
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Derivatives in Cash Flow

Hedging Relationships

For the Year Ended December31 2009

221

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

All components of each derivatives gain or loss were included in the assessment of hedge effectiveness

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 its 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 components of accumulated other comprehensive income loss before income related to cash flow hedges

Years Ended December 31

2011 2010 2009

In millions

Accumulated other comprehensive income loss balance at January 59 $76 82

Gains 105585 deferred in other comprehensive income loss on the effective portion of cash flow

hedges
1552 51 221

Aounts reclassified to net derivative gains losses 65 54

Amounts reclassified to net investment income

knounts reclassified to other expenses

Amortization of transition adjustment __J

Accumulated other comprehensive income loss balance at December31 $1 514 jQ
At December 31 2011 $13 million of deferred net gains 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

Amount of Gains

Losses Deferred

in Accumulated Other

Comprehensive Income

Loss on Derivatives

Effective Portion

Amount and Location

of Gains Losses
Reclassified from

Accumulated Other Comprehensive
Income Loss into Income Loss

Effective Portion

Net Derivative Net Investment Other

Gains Losses Income Expenses

In millions

For the Year Ended December31 2011

Interest rate swaps

Foreign currency swaps

Interest rate forwards

Credit forwards

Total

For the Year Ended December31 2010

Interest rate swaps

Foreign currency swaps 34

Interest rate forwards

Credit forwards

Total

$1023 42 $10

175

.336 31

18

$1552 $5

13 $3

79

117 14

19

$51 -$1 $-

45 $2
319 133

147 79

Interest rate swaps

Foreign currency swaps

Interest rate forwards

Credit forwards

Total $3
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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

During the year ended December 312011-the Company sold its interest in MSI MetLife which was hedged item in net investment hedging

relationshipAs result the Company releadd losses of $71 million from accumulated other comprehensive income loss upon the sale This

release did not impact net income for the year ended December 31 2011 as such losses were considered in the overall impaimient evaluation of

the investment pnor to sale During the year ended December 31 2010 there were no sales or substantial hquidatrons 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 the portion of its Canadian

operutions that was being hedged in het investment hedging relationship As result the Company reclassified losses of $133 million from

accumulatedother comprehensive income loss intb earnings See Note

There was no ineffectiveness recognized for the Companys hedges of net investments in foreign operations All components of each derivative and

non-derivative hedging instruments gain or loss were included in the assessment of hedge effectiveness

At December 31 2011 and 2010 the cumulative foreign currency translation gain loss recorded in accumulated other comprehensive income

loss related to hedges of net investments in foreign operations was $84 million and $223 million respectively

Non-Qualifying Derivatives and Derivatives for Purposes Other Than Hedging

The Company eCters into the following derivatives that do not quality 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 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 TARs and structured interest rate swaps to synthetically create investments viii basis swaps to better match tha cash

flows of assets and related liabilities ix credit default swaps held in relation to trading portfolios .x swaptions to hedge interest rate risk xi inflation

swaps to reduce risk generated from inflation-indexed liabilities xii covered cell 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

Derivatives and Non-Derivative Hedging Instruments in Net
Investment Hedging Relationships1

Amount of Gains Losses
Deferred in Accumulated

Other Comprehensive

Income Loss
Effective Portion

Years Ended December31

Foreign currency forwards $62

Foreign currency swaps

Non-derivOtive hedging instruments

Total $68

Amount and Location of

Gains Losses
Reclassified From

Accumulated Other

Comprehensive
Income Loss into Income

Loss Effective Portion

Net Investment Gains

Losses

Years Ended

December 31

2011 2010 2009 2011 2010 2009

In millions

$167 $244 59

18 63

$183 $299 $- $- $133
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For the Year Ended December31 2011

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Equityfutures

Foreign currency swaps

Foreign currency forwards

Currency futures

Currency options

Equity options

Interest rate options

Interest rate forwards

Variance swaps

Credit default swaps

Total rate of return swaps

Total

For the Year Ended December 31 2010

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Equity futures

Foreign currency swaps

Foreign currency forwards

Currency futures

Currency options

Equity options

Interest rate options

Interest rate forwards

Variance swaps

Credit default swaps

Total rate of return swaps

Total

For the Year Ended December 31 2009

Interest rate swaps

Interest rate floors

Interest rate caps

Interest rate futures

Equity futures

Foreign currency swaps

Foreign currency forwards

Currency options

Equity options

Interest rate options

Interest rate forwards

Variance swaps

Swap spreadlocks

Credit default swaps

Total rate of return swaps

Total

Policyholder

Net Net Benefits

Derivative Investment and Other Other

Gains Losses Income1 Claims2 Revenues3 Expenses4

In millions

$2544 $367

517

228
100 11

99

70

310

32

69
941 26

1021 24

14 144

244

175

$5636

622 $39 $172

144

185
77

58 25 314
52

250 55

23

83

683 16
25

74

55
34

14

139 $fl $89

$1700 13 $161

907
33

366

681 38 363

405

102 24

36

1713 68

379

276 13

38

243 11

63

$6757

MetLife Inc

Notes to the Consolidated Financial Statements Continued

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
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Changes in estimated fair value related to economic hedges of equity method investments in joint ventures changes in estimated fair value related

to derivatives held in relation to trading portfolios and changes in estimated fair value related to derivatives held within contractholder-directed unit-

linked investments

Changes in estimated fair value related to economic hedges of variable annuity guarantees included in future policy benefits

Changes in estimated fair value related to derivatives held in connection with the Company mortgage banking activities

Changes in estimated fair value related to economic hedges of foreign currency exposure associated with the Companys ihterrtaional 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 for which it receives premium to insure credit risk Such credit derivatives are included within the non-qualifying derivatives and

derivatives for purposes other than hedging table If credit event occurs as defined by the contract the contract may be cash settled or it may be

settled gross by the Company paying the counterparty the specified swap notional amount in exchange for the delivery of par quantities of the

referenced credit obligation The Companys maximum amount at risk assuming the value of all referenced credit obligations is zero was $7.7 billion

and $5.1 billion at December 31 2011 and 2010 respectively The Company can terminate these contracts at any time through cash settlement with

the counterparty at an amount equal to the then current fair value of the credit default swaps At December 31 2011 the Company would have paid

$41 million to terminate all of these contracts and at December 31 2010 the Company would have received $62 million 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

December 31

2011 2010

Maximum Maximum
Estimated Amount Estimated Amount

Fair Value of Future Weighted Fair Value of Future Weighted
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 Obligations1 Swaps Swaps2 Maturity3 Swaps Swaps2 Maturity3

In millions

Aaa/Aa/A

Single name credit default swaps corporate 737 3.5 470 3.8

Credit default swaps referencing indices 2813 3.0 45 2928 3.7

Subtotal 3550 3.1 50 3398 3.7

Baa

Single name credit default swaps corporate 17 1234 4.0 735 4.3

Credit default swaps referencing indices 26 2847 4.9 931 5.0

Subtotal 43 4081 4.6 12 1666 4.7

Ba

Single name credit default swaps corporate 25 3.5 25 4.4

Credit default swaps referencing indices

Subtotal 25 3.5 25 4.4

Single name credit default swaps corporate

Credit default swaps referencing indices 25 4.8

Subtotal 25 4.8

Total $41 $7681 3.9 $62 $5089 4.1

The rating agency designations are based on availability and the midpoint of the applicable ratings among Moodys Investors Seice SP and Fitch

Ratings If no rating is available from rating agency then an internally developed rating is used

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 into 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 $7.7 billion and $5.1 billion from the table above were

$1 15 million and $120 million at December31 2011 and 2010 respectively
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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 credit exposure of the Companys derivative contracts is limited to the net positive 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 OTC derivatives by entering into transactions with creditworthy countdrparties 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 upon termination Because exchange-traded futures and options 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 counterparties to such derivative

instruments See Note for description of the impact of 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 OTC

derivative instruments At December 31 2011 and 2010 the Company was obligated to retum cash collateral under its control of $9.5 billion and

$2.6 billion respectively This cash collateral is included in cash and cash equivalents or in short-tenn investments and the obligation to return it is

included in payables for collateral under securities loaned and other transactions in the consolidated balance sheets At December 31 2011 and 2010

the Companyhad received collateral consisting of various securities with fair market value of $2.5 billion and $984 million respectively which were

held in separate custodial accounts Subject to certain constraints the Company is permitted by contract to sell or repledge this collateral but at

December31 2011 none of the collateral had been sold or repledged

The Companys collateral arrangements for its OTC 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 counterpartys 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 Companys netting agreements for

derivative instruments contain provisions that require the Company to maintain specific investment grade credit rating from at least one of the major

credit rating agencies If the Companys 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 Companys OTC derivatives that are in net liability position after considering the effect of

netting agreements together 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 reporting date or if

the Companys credit rating sustained downgrade to level that triggered full overnight 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

Fair Value of

Collateral Fair Value of Incremental Collateral

Provided Provided Upon

Downgrade in the

One Notch Companys Credit Rating

Downgrade to Level that Triggers

Estimated in the Full Overnight

Fair Value1 of Companys Collateralization or

Derivatives in Net Fixed Maturity Credit Termination of

Liability Position Securities2 Cash3 Rating the Derivative Position

In millions

December31 2011

Derivatives subject to credit-contingent provisions 447 405 $48 $104

Derivatives not subject to credit-contingent provisions 28 11

Total 475 416 $8 $48 $104

December 31 2010

Derivatives subject to credit-contingent provisions $1 167 $1024 $99 $231

Derivatives not subject to credit-contingent provisions 22 43

Total $1189 $1024 $43 $99 $231

After taking into consideration the existence of netting agreements

Included in fixed maturity securities in the consolidated balance sheets Subject to certain constraints the counterparties are permitted by contract to

sell or repledge this collateral

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 OTC derivatives with credit-contingent provisions

that were in gross liability position at December 31 2011 was $777 million At December 31 2011 the Company provided collateral of $409 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 required to provide to its counterparties in connection with its derivatives in gross liability position at

December 31 2011 would be $368 million This amount does not consider gross derivative assets of $330 million for which the Company has the

contractual right of offset
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The Company also has exchange-traded futures and options which require the pledging of collateral At December 31 201 and 2010 the

Company pledged securities collateral for exchange traded futures and options of $42 million and $40 million respectively which is included in fixed

maturity securities Subject to certain constraints the counterparties are permitted by contract to sell or repledge this collateral At December 31 2011

and 2010 the Company provided cash collateral for exchange traded futures and options of $680 million and $662 million respectively which is

included in premiums reinsurance and other receivables

Embedded Derivatives

The Company issues certain products or purchases certain investments that contain embedded derivatives that are required to be separated from

their host contracts and accounted for as freestanding derivatives These host contracts principally include variable annuities with guaranteed minimum

benefits including GMWBs GMAB5 and certain GMIB5 ceded reinsurance of guaranteed minimum benefits related to GMABs and certain GMIBs

assumed reinsurance of guaranteed minimum benefits related to GMWB5 and GMAB5 funding agreements with equity or bond indexed crediting rates

funds withheld on assumed and ceded reinsurance and options embedded in debt or equity securities

The following table presents the estimated fair value of the Companys embedded derivatives at

December 31

2011 2010

In millions

Net embedded derivatives within asset host contracts

Ceded guaranteed minimum benefits

Funds withheld on assumed reinsurance

Options embedded in debt or equity securities 70 57
Other _____

Net embedded derivatives within asset host contracts 293 28

Net embedded derivattbs within liability host contracts

Direct guaranteed minimum benefits $2 104

Funds withheld on ceded reinsurance 122

Assumed guaranteed minimum benefits1

Other 18 ______

Net embedded derivatives within liability host contracts $4584
______

Assumed -eihsurance of guaranteed minimum benefits related to GMWBs and GMABs of MSI MetLife which was sold during the second quarter of

2011 have been separately presented in the current period See Note Comparative prior year balances which were previously presented in

direct guaranteed minimum benefits have been conformed to the current period presentation

The following table presents changes in estimated fair value related to embedded derivatives

Years Ended December 31

2011 2010 2009

In millions

Net derivative gains losses1 $1 284 $387 $1 758

Policyholder benefits and claims 86 114

The valuation of guaranteed minimum benefits includes an adjustment for nonpertormance risk The amounts included in net derivative gains

losses in connection with this adjustment were $1.8 billion $96 million and $1.9 billion for the years ended December 31 2011 2010 and

2009 respectively

$327 $185

35

370

66

2340 2186

12

$2634
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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 methodolpgies may have materipi effect on the estimated fair value amounts

Assets and Liabilities Measured at Fair Value

Recurring Fair ValueMeasuremefltS

The assets and liabilities measured at estimated fair value on recurring basis including those items for which the Company has elected the RIO

were determined as described below These estimated fair values and their corresponding placement in the fair value hierarchy are summarized as

follows December 31 2011

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant Other Significant
Total

Identical Assets Observable Unobservable Estimated

and Liabilities Inputs Inputs
Fair

Level Level Level Value

In millions

Assets

Fixed maturity securities

U.S corporate securities

99001 6784 $105785

Foreign corporate securities
59648 4370 64018

Foreign government securities
76 50138 2322 52536

RMBS
41035 1602 42637

U.STreasuryandagencySecurkieS
19911 20070 31 40012

CMBS
18316 753 19069

State and political
subdivision securities

13182 53 13235

ABS
11129 850 12979

Other fixed maturky securities

Total fixed maturitysehurities
19987 312519 17765 350271

Equity securities

Common stock
819 1105 281 2205

Non-redeemable preferred stock
380 438 818

Total equity securities
819 1485 719 3023

Trading and other securkies

Actively Traded Securities
473

RO general account securities
244 23 267

FVO contractholder-directed unit-linked investments 7572 8453 1386 17411

RIO securkies held by CSEs
117 ______

117

Total trading and other securities
7572 9287 1409 18268

Short-term investments1
8150 8120 590 16860

Mortgage loans

Commercial mortgage loans held by CSEs 3138 3138

Mortgage loans held-for-sale2

Residential mortgage loans
2836 228 3064

Secutized reverse residential mortgage loans 6466 1186 7652

Total mortage loans held-for-sale
9302 1414 10716

Total mortgage loans
12440 1414 13854

Other invested assets

MSR5
666 666

Other investments
312 124 436

Devative assets3

Interest rate contracts
32 10426 338 10796

Foreign currency contracts
1316 61 1378

Credit contracts
301 29 330

Equity market contracts
29 2703 964 3696

Total devative assets
62 14746 1392 16200

Total other invested assets
374 14870 2058 17302

Net embedded derivatives within asset host contracts4
362 363

Separate account assets5
28191 173507 1325 203023

Total assets
$65093 $532229 $25642 $622964
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December31 2011

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant Other Significant Total

Identical Assets Observable Unobservable Estimated

and Liabilities Inputs Inputs Fair

Level Level Level Value

In millions

Liabilities

Derivativeliabilities3

Interest rate contracts 91 2351 38 2480

Foreign currency contracts
103 17 120

Creditcontracts
85 28 113

Equity market contracts 12 21 75 298

Total derivatie liabilities

103 3750 158 4011

Net embedded derivatives within
liability host contracts4 19 4565 4584

Long-termdebtofCSEs 2952 116 3068
Liability related to securitized reverse residential mortgage loans6 6451 175 7626
Trading liabilities6 124 127

Total liabilities

227 13175 6014 19416

December31 2010

Fair Value Meaaurements at Reporting Date Using

Quoted Prices in

Active Markets for Significant Other Significant Total
Identical Assets Observable Unobservable Estimated

and Liabilities Inputs Inputs Fair

Level Level Level Value

In millions

Assets

Fixed maturity securities

U.S corporate secuhties
84623 7149 91772

Foreign corporate securities 62162 5726 67888

Foreign government securities 149 38719 3134 42002
RMBS 274 43037 2541 45852
U.S Treasury and agency securities 14602 18623 79 33304
CMBS 19664 1011 20675
State and political subdivision securities 10083 46 10129
ABS 10142 3026 13168
Other fixed maturity securities

Total fixed maturity secutties 15025 287056 22716 324797

Equity secuhties

Commonstock
831 1094 268 2193

Non-redeemable preferred stock
504 905 409

Total equity securities 831 1598 1173 3602

Trading and other securities

Actively Traded Securities 453 10 463

P60 general account securities 54 77 131

P60 contractholder-directed unit-linked investments 6270 10789 735 17794
P60 securities held by CSEs 201 201

Total trading and other securities 6270 497 822 18589
Short-term investments1 3026 4681 858 8565
Mortgage loanrn

Commercial mortgage loans held by CSEs 6840 6840
Residential mortgage loans held-for-sale2 2486 24 2510

Total mortgage loans 9326 24 9350
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December 31 2010

Fair Value Measurements at Reporting Date Using

Other invested assets

MSRs

Other investments

Derivative assets3

Interest rate contracts 131 3583

Foreign currency contracts

Credit contracts

Equity market contracts

Total derivative assets _______ ________ _______ ________

Total other invested assets

Net embedded derivatives within asset host contracts4

Separate account assets5 _______ ________ _______ ________

Total assets $51247
_______ ______ _______

Liabilities

Derivative liabilities3

Interest rate contracts 35 1598 125 1758

1372 1373

101 107

Equity market contracts 10
________ _______ ________

Total derivative liabilities

Net embedded derivatives within liability host contracts4 11 2623

Long-term debt of CSEs

Trading liabilities6 ________ _________ ________ _________

Total liabilities

________ _________ ________ _________

Short-term investments as presented in the tables above differ from the amounts pre8ented in the consolidated balance sheets because certain

short-term investments are not measured at estimated fair value e.g time deposits etc and therefore are excluded from the tables presented

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

do not include mortgage loans that were previously designated as held-for-investment but now are designated as held-for-sale and stated at lower

of amortized cost or estimated fair value

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 ofthe roilforward in the Fair Value Measurements

Using Significant Unobservable Inputs Level tables which follow At December 31 2010 there were $185 million of non-derivative hedging

instruments carried at amortized cost which are included within the liabilities total in Note but excluded from derivative liabilities in the tables above

as they are not derivative instruments At December 31 2011 there were no non-derivative hedging instruments

Net embedded derivatives within asset host contracts are presented primarily within premiums reinsurance and other receivables in the

consolidated balance sheets Net embedded derivatives within liability host contracts are presented primarily within PABs in the consolidated

balance sheets At December 31 2011 fixed maturity securities and equity securities also included embedded derivatives of $2 million and

$72 million respectively At December 31 2010 fixed maturity securities and equity securities included embedded derivatives of $5 million and

$62 million respectively

Separate account assets are measured at estimated fair value Investment performance related to separate account assets is fully
offset by

corresponding amounts credited to contractholders whose liability is reflected within separate account liabilities Separate account liabilities are set

equal to the estimated fair value of separate account assets

The liability related to securitized reverse residential mortgage loans and trading liabilities are presented within other liabilities in the consolidated

balance sheets

See Note for discussion of CSEs included in the tables above and for certain amounts in prior year footnote disclosures which have been

reclassified to conform with the 2011 presentation

Quoted Prices in

Active Markets for Significant Other Significant

Identical Assets Observable Unobservable

and Liabilities Inputs Inputs

Level Level Level

In millions

Total

Estimated

Fair

Value

950

494

950

373 121

39 3753

125

23 1757

1711 74 1787

156

529

7176

7297

50 175

282 2062

.445 7777

1395 9221

185 185

1983 183138

$29156 $557447

25566 155589

_______
$477044

Foreign currency contracts

Credit contracts

1174 140

45 4245 272

46

91

1324

4562

2634

6820

46

14062

6636 184

10892 3079
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The methods and assumptions used to estimate the fair value of financial instruments are summarized as follows

Fixed Maturity Secta/es Equity SecLzities Trading and Other Securities and Short-term Investments

When available the estimated fair value of the Companys fixed maturity securities equity securities trading and other securities and short-term

investments are based on quoted 5rices 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 managements judgment

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

methodologies giving priority to observable inputs 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 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 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 or corroborated by observable market data These unobservable inputs can be based

in large part on managements judgment or estimation and cannot be supported by reference to market activity Even though these inputs are

unobservable management believes they are consistent with what other market participants would use when pricing such secunties and are considered

appropriate given the circumstances

The estimated fair value of FVO securities held by CSE5 is determined on basis consistent with the methodologies described herein for fixed

maturity securities and equity securities The Company consolidates certain securitization entities that hold securities that have been accounted for

under the FVO and classified wfthin trading and other securities

The use of different methodologies assumptions and inputs may have material effect on the estimated fair values of the Companys Cecurities

holdings

Mortgage Loans

The Company has elected the FVO for commercial mortgage loans held by CSE5 residential mortgage loans held-for-sale and securitized reverse

residential mortgage loans See Note for discussion of these 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

Afthough MSR5 are not financial instruments the Company has included them in the preceding table as result of its election to carry MSRs 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

Other Investments

Other investments is primarily comprised of 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

Derivatives

The estimated fair value of derivatives is 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 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 management believes are

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 nonperformance risk volatility liquidity and changes in estimates

and assumptions used in the pricing rriodels

The significant inputs to the pricing models for most OTC derivatives are inputs that are observable in the market or can be derived principally from or

corroborated by observable market data Significant inputs that are observable generally include interest rates foreign currency exchange rates interest

rate curves credit curves and volatility However certain OTC derivatives may 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 Significant inputs that are unobservable

generally include independent broker quotes 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 inputs may involve significant management judgment or

estimation Even though unobservable these inputs are based on assumptions deemed appropriate given the circumstances and management

believes they are consistent with what other market participants would use when pricing such instruments

The credit risk of both the counterparty and the Company are considered in determining the estimated fair value for all OTC derivatives and any

potential credit adjustment is based on the net exposure by counterparty after taking into account the effects of netting agreements and collateral

arrangements The Company values its derivative positions using the standard swap curve which includes spread to the risk free rate This credit

spread is appropriate for those 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 not currently required in the valuation

process The Companys ability to consistently execute at such pricing levels is in part due to the netting agreements and collateral arrangements that

are in place with all of its significant derivative counterparties The evaluation of the requirement to make additional credit risk adjustments is performed

by the Company each reporting period
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Most inputs for 010 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 as the 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 derivatives principally include certain direct assumed and ceded variable annuity guarantees and equity or bond indexed crediting rates

within certain funding agreements Embedded derivatives are recorded at estimated fair value with changes in estimated fair value reported in net

income

The Company issues and assumes certain variable annuity products with guaranteed minimum benefits GMWB5 GMABs and certain GMIB5 are

embedded derivatives which 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 are classified within PABs in the consolidated balance sheets

The fair value of these guarantees is estimated using the present value of projected future benefits minus the present value of projected future fees

using actuarial and capital market assumptions including expectations conceming 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 guarantee liabilities includes adjustments for nonperformance risk and for risk margin related to non-capital market inputs

The nonperformance adjustment is determined by taking into consideration publicly available information relating to spreads in the secdndary markut

for MetUfe Inc.s 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 MetLife Inc

Risk 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 arid 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 rates equity indices market volatility and foreign currency exchange rates changes in

nonperformance risk and variations in actuarial assumptions regarding policyholder behavior mortality and nsk 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 GMIB5 and GMAB5 previously described These reinsurance agreements contain

embedded derivatives which are included within 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 classification

of the direct risk 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 with the exception of the input for nonperformance risk that reflects the credit of the reinsurer

The estimated fair value of the embedded derivatives within funds withheld related 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 baclng the funds withheld liability The estimated fair value

of the underlying assets is determined as previously described 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 in significant 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 adiustment for nonperformance risk The estimated fair value of these

embedded denvatives are included along with their funding agreements host within PAB5 with changes in estimated fair value recorded in net

derivative gains losses Changes in equity and bond indices interest rates and the Companys 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 value of the underlying assets Assets within the Companys separate accounts

include 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 the FVO for the long-term debt of CSEs 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

Liability Related to Secuntized Reverse Residential Mortgage Loans

The Company has elected the R/O for the liability
related to securitized reverse residential mortgage loans See Valuation Techniques and Inputs

by Level Wthin the Three Level Fair Value Hierarchy by Malor Classes of Assets and Liabilities below for discussion of the methods and assumptions

used to estimate the fair value of this financial instrument

Trading Liabilities

Trading liabilities are recorded at estimated fair value with subsequent changes in estimated fair value recognized in net investment income The

estimated fair value of tradihg liabilities is determined on basis consistent with the methodologies described in Fixed Maturity Securities Equity

Securities Trading and Other Securities and Short-term Investments
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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 techniues 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 investments have been classified as Level because the significant inputs used to

measure the fair value on 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 managements own assumptions about what factors market participants would

use in pricing these investments

Level Measurements

Fixed Matunty Securities Equity Securities Trading and Other Securities and Short term Investments

These securities are comprised of U.S Treasury and agency securities foreign government securities RMBS principally to-be-announced

securities exchange traded common stock exchange traded registered mutual fund interests included in trading and other securities and short-term

money market securities including Treasury bills Valuation of these securities is based on unadjusted quoted prices in active markets that are

readily and regularly available Contractholder directed unit linked investments reported within trading and other securities include certain registered

mutt-al fund interests priced using daily NAV provided by the-fund managers

Derivative Assets and Derivative Liabilities

These assets rind liabilities are comprised of exchange-traded derivatives as well as interest rate foiwards to sell certain to-be-announced

securities Valuation of these assets and liabilities is based on unadjusted quoted pnces 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 matunty securities equity securities and short term investments

referred to above and certain exchange traded derivatives including financial futures and owned options Valuation of these assets is based on

unadjusted quoted prices in active markets that are readily and regularly available

Level Measurements

Fixed Maturity Securities Equity Secunties Trading and Other Secunties 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 similar nature and class to the Level secunties descnbed 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

corporate and foreign corporate secunties These securities are principally valued using the market and income approaches Valuation is

based primarily on quoted prices in markets that are not active or using matrix
pricing or other similar techniques that use standard market

observable inputs such as benchmark yields spreads off benchmark
yields new issuances issuer rating duration and trades of identical or

comparable secunties Investment grade privately 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 similar 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 within the tranche structure of the security deal performance and

vintage of loans
--

U.S Treasury and agency 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 market observable inputs such as benchmark

U.S Treasury yield curve the spread off the U.S Treasury curve for the 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

Cpmmon and 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
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Commercial Mortgage Loans Held by CSES
These commercial mortgage loans are principally valued using the market approach The principal market for these commercial loan portfolios is the

securitization market The Company uses the quoted securitization market price of the obligations of the CSEs to determine the estimated fair value of

these commercial loan portfolioS These market prices are determined principally oy independent pricing services using observable inputs

Residential Mortgage Loans Held-For-Sale

Residential mortgage loans held-for-sale are principally valued using the market approach Valuation is based primarily on readily available observable

pricing for securities backed by similar loans The unobservable adjustments to such prices are insignificant

Securitized Reverse Residential Mortgage Loans

Securitized reverse residential mortgage loans are principally valued using the market approach Valuation is based primarily on readily available

observable
pricing

for securities backed by similar fixed-rate loans The Unobservable adjustments to such prices are not significant

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

forvards to sell certain to be announced securities included within Level and those derivative instruments with unobservable inputs as descnbed in

Level These denvatives are principally 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

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 Account Assets

These assets are comprised of investments that are similar in nature to the fixed maturity securities equity securities short-term investments and

derivative assets referred to 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 CSEs

The estimated fair value of the long-term debt of the Companys CSEs is based
op 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

Liability Related to Securitized Reverse Residential Mortgage Loans

The estimated fair value of the liability related to securitized reverse residential mortgage loans 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 financial instruments

Level Measurements

In general investments clasbified within Level use many of the same valuation techniques and inputs as described in Level Measurements

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 lack

of transparency in the process to develop the valuation estimates generally causing these investments to be classified in Level
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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 pnncipally from or corroborated by observable market data Trading

and other securities and short term investments within this level are of similar nature 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

U.S corporate and foreign corporate securities These securities including financial servides 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 Valuationsrnaybe basedon 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 secunties compnsed of RMBS CMBS and ABS These secunties are principally valued using the market approach Valuation is based

primarily on matrix pricing or bther 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 RMBS 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 pnvately 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 public companies and industry specific

non-earnings based multiples Certain of these securities are valued based on independent non-binding broker quotations

Residential Mortgage Loans Held-For-Sale

Residential mortgage loans held for sale for which pricing for securities backed by similar loans is not observable the estimated fair value is

determined using unobservable independent broker quotations or valuation models using significant
unobservable inputs

Securitized Reverse Residential Mortgage Loans

Securitized reverse residential mortgage loans for which
pricing

for securities backed by similar adjustable rate loans is not observable the estimated

fair value is determined using unobservable independent broker quotations or valuation models using significant
unobservable inputs

MSRs
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 of MSRs tend to occur in private transactions where

the precise terms and conditions of the sales are typically not readily available and observable market valuations 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 assumptions regarding estimates of discount rates loan prepayments and servicing costs

Derivative Assets and Derivative Liabilities

These derivatives are principally
valued using an income approach Valuations of non-option-based derivatives utilize present value techniques

whereas valuations of option based derivatives utilize option pricing
models These valuation methodologies generally use the same inputs as described

in the corresponding sections above for Level measurements of derivatives However these 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

Interest rate contracts

Non-option-based Significant
unobservable inputs may include pull through rates on interest rate lQck corrmitments and the extrapolation beyond

observable limits of the swap yield curve and UBOR basis curves

Option based Significant
unobservable inputs may include the extrapolation beyond observable limits of the swap yield curve UBOR basis

curves and interest rate volatility

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 cross currency basis curves Certain of these derivatives are valued based on independent non-binding broker quotations

Option-based Significant unobservable inputs may include currency 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 spreads 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
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Option-based Significant unobservable inputs may include the extrapolation beyond observable limits of dividend yield curves equity volatility and

unobservable correlations between model inputs Certain of these derivatives are valued based on independent non-binding broker quotations

Direct and Assumed Guaranteed Minimum Benefits

These embedded denvatives are pnncipally 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 prrncipally
from or corroborated by

observable market data Significant
unobservable ihputs 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 vanability in policyholder behavior and modality

nonperformance risk and cost of capital for purposes of calculating the risk margin

Reinsurance Ceded on Certain Guaranteed Minimum Benefits

These embedded derivatives are principally valued using an income approach The valuation techniques and significant
market standard

unobservable inputs used in their valuation are similar to those previously described under Direct and Assumed Guaranteed Minimum Benefits and

also include counterparty credit spreads

Embedded Derivatives Within Funds Withheid Related to Certain Ceded Reinsurance

These embedded 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 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 derivative assets 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 broker quotations or market

standard valuatlon methodologies using inputs that are not market observable or cannot be derived from or corroborated by observable market data

Liability Related to Securitized Reverse Residential Mortgage Loans

The estimated fair value of the liability related to securitized reverse residential mortgage loans is based on quoted prices when traded as assets in

less active markets or if not available based on market standard valuation methodologies using unobservable inputs consistent with the Companys

methods and assumptions used to estimate the fair value of comparable financial instruments

Transfers between Levels and

During the years ended December31 2011 and 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/or 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 into and/or out of Level assets and liabilities for

the years ended December 31 2011 and 2010 are summarized below

Transfers into Level were due primarily to lack of trading activity decreased liquidity and credit ratings downgrades e.g from investment grade

to below investment grade which have resulted in decreased transparency of valuations and an increased use of broker quotations and unobservable

inputs to determine estimated fair value

During the year ended December 31 2011 transfers into Level for fixed maturity securities of $599 million and for separate account assets of

$19 million were principally comprised of certain U.S and foreign corporate securities and foreign govemment securities During the year ended

December 31 2010 transfers into Level for fixed maturity securities of $1 .7 billion and for separate account assets of $46 million were principally

comprised of certain U.S and foreign corporate securities and CMBS
Transfers out of Level 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 obtain pricing from or

corroborate pricing received from independent pricing services with observable inputs or increases in market activity and upgraded credit ratings With

respect to derivatives transfers out of Level resulted primarily from increased transparency related to the observable portion of the equity volatility

surface

During the year ended December 31 2011 transfers out of Level for fixed maturity securities of $6.7 billion and for separate account assets of

$257 million were principally comprised of certain ABS foreign government securities U.S and foreign corporate securities RMBS and CMBS During

the year ended December 31 2011 transfers out of Level for derivatives of $75 million were principally comprised of equity options During the year

ended December 31 2010 transfers out of Level for fixed maturity securities of $1 .7 billion and for separate account assets of $234 million were

principally comprised of certain U.S and foreign corporate securities RMBS and ABS
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U.S

Corporate
Securities CMBS

11 27 18 10

17

25 24

The following tables summarize the change of all assets and liabilities measured at estimated fair value on recurring basis using significant

unobservable inputs Level including realized and unrealized gains losses of all assets and liabilities and realized and unrealized gains losses of all

assets and liabilities still held at the end of the respective time periods

Fair Value Measurements Using Significant Unobservable Inputs Level

Fixed Maturity Securities

U.S State and Other

Foreign Foreign Treasury Political Fixed

Corporate Government and Agency Subdivision Maturity

Securities Securities RMBS Securities Securities ABS Securities

In millions

Year Ended December31 2011

Balance January $7149 $5726 $3134 $2541 $79 $1 011 $46 $3026 $4

Total realized/unrealized gains losses

included in

Earnings1

Net investment income

Net investment gains losses 16

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss 71

Furchases3 283

Sales3 178

lssuances3

Settlements3

Transfers into Level 34 52

Transfers out of Level 34 495

Balance December31 _a

Changes in unrealized gains losses relating

to assets and liabilities still held at

December 31 201 included in eamings

Net investment income 24 20

Net investment gains losses 14 10

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Otherexpenses

327

912

887

169

914

$6784

41

393

213

20

1103

$1602

529

179

123

03
2322

11

10

$53

18

81

1033

659

14

1651

1850

10

27

66

1740

2094

211

1165

$4370

19

31

18 11

41
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Year Ended December 31 2011

Balance January

Total realized/unrealized gains losses included

in

Earnings1

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases3

Sales3

lssuances3

Settlements3

Transfers into Level 34

Transfers out of Level 34

Balance December 31

Changes in unrealized gains losses relating to

assets and liabilities still held at

December31 2011 included in earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Fair Value Measurements Using Significant Unobservable Inputs Level

Equity Securities

Non-

redeemable

Common Preferred

Stock Stock

Trading and Other Securities

Actively

Traded

Securities

FVO
General

Account

Securities

FVO Securitized

Contractholder- Residential Reverse

directed Mortgage Residential

Unit-linked Short-term Loans Held- Mortgage
Investments Investments for-sale Loans

In millions

$268 $905 $10 $77 735 $858 24

14 71

106 1246 600

46 416 33 478 870

175

87

12 121 109

i14 243 Ji J1

$281 $438 $23 $1386 $590 $228

19

1186

$1186
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Year Ended December31 2011

MetLife Inc

Notes to the Consolidated Financial Statements Continued

Balance January $950

Total realized/unrealized gains losses

included in

Eamings1

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases3

Sales3

lssuances3

Settlements3

Transfers into Level 34

Transfers out of Level 34

Balance December 31

Changes in unrealized gains losses

relating to assets and liabilities still held at

December31 2011 included in

earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Fair Value Measurements Using Significant Unobservable Inputs Level

Net Denvatives7

Liability

Related

to Securitized

Interest Foreign Equity Net Separate Long-term Reverse

MSRs Rate Currency Credit Market Embedded Account Debt of Mortgage

Contracts Contracts Contract Contracts Derlvatlves8 Asseta9 CSEs Loans

-- --- In millions

86 $73 $44 $142 $2438 $1983 $184

39

41 28 43 601 1277

314 62

86

329 14 119

228 284

743

173 1175

143 44 12 455 76

19

257

$666 $300 $44 $1 $889 $4203 $1325 fl $1 175

$_ $_
$8

24 $24 $42 $601 $1 303

$282 68

$_ $7 $94
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Year Ended December31 2010

Balance January $6694 $5244

Total realized/unrealized gains losses included

in

Earnings1

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benetits and claims

Other expenses

Other comprehensive income loss

Purchases sales issuancds and sefflements3

Transfers into Level 34
Transfers out of Level 34

Changes in unrealized gains losses relating to

assets and liabilities still held at

December31 2010 included in eamings

Net investment income 13 15

Net investment gains losses 44 43

Net derivative gains losdes

Other revenUes

Policyholder benefits and claims

Otherexpenses

MetLife Inc

Notes to the Consolidated Financial Statements Continued

Fair Value Measurements Using Significant Unobservable Inputs Level

Fixed Maturity Securities

U.S State snd Other

U.S Foreign Foreign Treasury Political Fixed

corporate Corporate Government and Agency Subdivision Maturity

Securities Securities Securities RMBS Securities CMBS Securities ABS Securities

In millions

378 $2884 $37 39 $69 $1659

22 15

13 34

277 318

415 305

898 502

314 64
Balance December 31 $7149 $5726

40

64

59

95 305

2965 445

40 91

155

$3134 $2541

10 63

29

46

$79

89 168

684 1435

132 28

J9 233

$1011 $46 $3026 $4

$9 $1

23

._

MetLife Inc
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Fair Value Measurements Using Significant Unobservable Inputs Level

Equity Securities Trading and Other Securities

FVO
Non- FVO Contractholder- Residential

redeemable Actively General directed Mortgage
Common Preferred Traded Account Unit-linked Short-term Loans Held- MSRs

Stock Stock Securities Securities Investments Investments for-sale 56
In millions

Year Ended December31 2010

Balance January $136 $1 102 $32 $51 23 $25 $878

Total realized/unrealized gains losses

included in

Earnings1

Net investment income 15

Net investment gains losses 46

Net derivative gains losses

Other revenues 79

Policyholder benefits and claims

Other expenses

Other comprehensive income loss 12

Purchases sales issuances and settlements3 128 250 22 750 842 151

Transfers into Level 34 37 10

Transfers out of Level 34 Ji __ ___

Balance December31 $268 905 $10 $77 $735 $858 $24 $950

Changes in unrealized gains losses relating to

assets and liabilities still held at December31

2010 included in earnings

Net investment income 12 15

Net investment gains losses

Net derivative gains losses

Other revenues 28

Policyholder benefits and claims

Other expenses

Metufe Inc
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Fair Value Measurements Using Significant Unobservable Inputs Level

Net Denvativea7

Year Ended December31 2010

Balance January

Total realized/unrealized gains losses included in

Earnings1

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases sales issuances and settlements3

Transfers into Level 34

Transfers out of Level 34 ______ ______

Balance December 31
______ ______

Changes in unrealized gains losses relating to assets and liabilities

still held at December31 2010 included in earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Interest Foreign

Rate Currency Credit

Contracts Contracts Contracts

Equity Net

Market Embedded

Contracts DerivativesS

In millions

Separate Long-term
Account Debt of

Assets9 CSEa1O

$108 $42 $199 $1455 $1797

36

107

23

$86

46

57

73

13

15

$44

343

226

422

$2438

132

242

46

234

$1983

48

232

$184

88

11

20

$142

$-.-

82$36 $45 $6
$48

$363
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Fair Value Measurements Using Significant Unobservable Inputs Level

Fixed Maturity Securities

U.S State and Other

U.S Foreign -Foreign Treasury Political Fixed

Corporate Corporate Government and Agency Subdivision Maturity

Securities Securities Securities RMBS Securities CMBS Securities ABS Securities

In millions

Year Ended December 31 2009

Balance Januaryl $7498 $5906 $386 $1655 $88 $260 $123 $1383 $40

Total realized/unrealized gains losses

included in

Earnings1

Net investment income 15 12 36

Net investment gains losses 444 326 52 27 37 101

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Othercomprehensive income loss 940 1515 53 210 53 473

Purchases sales ssuances and settlements3 1359 519 12 1126 29 44 19 139 35

Transfers into and/or out of level 34 44 1328 116 J4 41

Balance December31 $6694 $5244 $378 $2884 $37 $139 $69 $1659 $6

Changes in unrealized gains losses relating to

assets and liabilities still held at

December31 2009 included in eamings

Net investment income 18 11 36

Net investment gains losses 412 176 82 61 48

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses
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Year Ended December 31 2009

Balance Janua

Total realized/unrealized gains losses included in

Earnings1

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits claims

Other expenses

Other comprehensive income loss

Purchases sales issuances and settlements3

Transfers into and/or out of level 34

Balance December 31

Changes in unrealized gains losses relating to assets and liabilities still held

at December31 2009 included in earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

MetLife lnc

Notes to the Consolidated Financial Statements Continued

Fair Value Measurements Using Significant Unobservable Inputs Level

Equity Securities
Residential

Non- Mortgage

redeemable Trading Loans

Common Preferred and Other Short-tern Held- for-

Stock Stock Securities Investments sale MSRs56

In millions

$105 $1274 $175 $100 $177 $191

16

357 21

172

486

23 256 108 51 515

45 Jii

$136 $1102 83 23 25 $878

$15

168

$147

167
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Fair Value Measurements Using Significant Unobservable Inputs Level

Net Separate Long-term
Net Embedded Account Debt

Derlvatlves7 Derlvatlves8 Assets9 CSEs

In millions

Year Ended December 31 2009

Balance January 2547 $2929 $1677

Total realized/unrealized gains losses included in

Eamings1

Net investment income 13

Net investment gains losses 223

Net derivative gains losses 225 1716

Other revenues 33

Policyholder benefits and claims 114

Other expenses

Other comprehensive income loss 11 15

Purchases sales issuances and settlements3 97 143 478

Transfers into and/or out of level 34 2004 135

Balance December31 356 $1 455 $1797

Changes in unrealized gains losses relating to assets and

liabilities still held at December31 2009 included in eamings

Net investment income 13

Net investment gains losses

Net derivative gains losses 194 1697

Otherrevenues

Policyholder benefits and claims 114

Other expenses

Amortization of premium/discount is included within net investment income Impairments charged to eamings on securities and certain mortgage

loans are included within net investment gains losses while changes in estimated fair value of certain mortgage loans and MSRs are recorded in

other revenues Lapses associated with net embedded derivatives are included within net derivative gains losses

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 or issuance price and the sales or settlement proceeds

based upon the actual date purchased or issued and sold or settled respectively Items purchased/issued and sold/settled in the same period are

excluded from the roilforward For the year ended December 31 2011 fees attributed to net embedded derivatives are included within

settlements For the years ended December 31 2010 and 2009 fees attributed to net embedded derivatives are included within purchases sales

issuances and settlements Purchases sales issuances and settlements for the year ended December 31 2010 include financial instruments

acquired from ALICO as follows $5.4 billion of fixed maturity securities $68 million of equity securities $582 million of trading and other securities

$216 million of short-term investments $10 million of net derivatives $244 million of separate account assets and $1 16 million of net embedded

derivatives

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 Items transferred into and/or out of Level in the same period are excluded from the roilforward

The additions for purchases originations and issuances and the reductions for loan payments sales and settlements affecting MSRs were

$173 million and $143 million respectively for the year ended December 31 2011 The additions for purchases originations and issuances and

the reductions for loan payments sales and settlements affecting MSRs were $330 million and $179 million respectively for the year ended

December 31 2010 The additions for purchases originations
and issuances and the reductions for loan payments sales and settlements

affecting MSRs were $628 million and $1 13 million respectively for the year ended December31 2009

The changes in estimated fair value due to changes in valuation model inputs or assumptions were $314 million $79 million and $172 million for

the years ended December 31 2011 2010 and 2009 respectively For the years ended December 31 2011 2010 and 2009 there were no

other changes in estimated fair value affecting MSRs

Freestanding derivative assets and liabilities are presented net for purposes of the roilforward

Embedded derivative assets and liabilities are presented net for purposes of the roliforward

Investment performance related to separate account assets is fully offset by corresponding amounts credited to contractholders within separate

account liabilities Therefore such changes in estimated fair value are not recorded in net income For the purpose of this disclosure these

changes are presented within net investment gains losses

10 The long-term debt of the CSEs at January 2010 is reported within the purchases sales issuances and settlements caption of the roilforward
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Fair Value Option

Residential Mortgage Loans Held-For-Sale

The following table presents residential mortgage loans held-for-sale carried Under the FVO at

December 31

2011 2010

In millions

Unpaid principal
balance $2935 $2473

Excess of estimated fair value over unpaid principal
balance 129 37

Carrying value at estimated fair value $3064 $2510

Loans in non-accrual status

Loans more than 90 days past due
20

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 EVO 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

2011 2010 2009

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 ._il

Total gains losses recognized in other revenues $508 $486 $598

Securitized Reverse Residential Mortgage Loans

The following table presents securitized reverse residential mortgage loans carried under the FVO at

December 31 2011

In millions

Unpaid principal
balance $6914

Excess of estimated fair value over unpaid principal
balance 738

Carrying value at estimated fair value $7652

Loans in non-accrual status

Loans more than 90 days past due 59

Loans in non-accn.iUl status or more than 90 days past due or both difference between aggregate estimated

fair value and unpaid principal balance

Securitized reverse residential mortgage loans accounted for under the FVO are initially
measured at estimated fair value Gains and losses from

initial measurement and subsequent changes in estimated fair value are recognized in other revenues

The following table presents the liability related to securitized reverse residential mortgage loans carried under the FVO at

December31 2011

In millions

Contractual principal balance $6914

Excess of estimated fair value over contractual principal
balance 712

Carrying value at estimated fair value $7626

The liability related to securitized reverse residential mortgage loans accounted for underthe RO is initially measured at estimated fair value Gains

and losses from initial measurement and subsequent changes in estimated fair value are recognized in other revenues

Metufe Inc
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Assets and Liabilities Held by CSEs

The Company has elected the FVO for the following assets and liabilities 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

December31

2011 2010

In millions

Unpaid principal balance $3 019 $6 636

ExCess of estimated fair value over unpaid principal balance 19 204

Carrying value at estimated fair value $3136 $6640

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

2011 2010

In millions

Contractual
principal balance $2954 $6619

Excess of estimated fair value over contractual principal balance 114 201

Carrying value at estimated fair value $3068 $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 See Note

Non-Recurring Fair Value Measurements

Certain assets are-measured at estimated fair value on non-recurring 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

Years Ended December 31

2011 2010 2009

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 Ioans1

Held-for-investment $166 $151 $15 $179 $164 $15 $294 $202 92
Held-for-sale 61 58 _J 35 33 _J _J

Mortgage loans net $227 $209 $214 $197 $303 $210 jfjJ

Other limited partnership interests2 18 13 35 23 $1 $915 $561 $354

Real estate joint ventures3 33 $25 $175 93 82
Goodwill4 65 $65

Mortgage loans 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 fair value on previously impaired loans recorded through

reduction in the previously established valuation allowance are reported as gains above Estimated fair values for impaired mortgage loans are based

on observable market prices or if the loans are in foreclosure or 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 Impairments to estimated 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 transpdrency inherent in the limited markets for such mortgage loans

Other limited partnersh interests 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 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 due to the limited 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 using certain investment

strategies including domestic and intemational leveraged buyout funds power energy timber and infrastructure development funds venture capital

funds and below investment grade debt and mezzanine 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 investments will be generated from investment gains from

operating income from the underlying investments of the funds and from liquidation of the underlying assets of the funds It is estimated that the

underlying assets of the funds will be liquidated over the next two to 10 years Unfunded commitments for these investments were $4 million and

$34 million at December31 2011 and 2010 respectively
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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 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 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 primarily in commercial real estate The estimated fair values of these investments

have been determined using the NAV of the Company ownership interest in the partners capital Distributions from these investments will be

generated from investmeht gains from operating income from the underlying investments of the funds and from liquidation of the underlying assets

of the funds It is estimated that the underlying assets of the funds will be liquidated over the next two to 10 years There were no unfunded

commitments for these investments at December31 2011 Unfunded commitments for these ihvestnidnts were $6 million at December31 2010

Goodwill As discussed in Notes and the Company recorded an impairment of goodwill associated with MetLife Bank This impairment has

been categorized as Level due to the significant unobservable inputs used in the determination of the associated estimated fair value

Fair Value of Financial Instruments

Amounts reted to the Company financial instruments that were not measured at fair value on recurring basis were as follows

December 31

2011 2010

Estimated

Notional Carrying Fair Notional Carrying

Amount Value Value Amount Value

In millions

Assets

Mortgage loans1

Held-for-investment

Held-for-sale

Mortgage loans net

Policy loans

Real estate joint ventures2

Other limited partnership interests2

Short term investments3

Other invested assets2

Cash and cash equivalents

Accrued investment income

Premiums reinsurance and other

receivables2

Other assets2

Assets of subsidiaries held-for-sale2

Liabilities

PAB52

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

Liabilities of subsidiaries held-for-sqle2

Commitments6

Estimated

Fair

Value

53927

811

54738

13253

482

1619

819

1490

12957

4328

4048

453

3068

52136

811

52947

11761

451

1539

819

1490

12957

4328

3752

466

3068

53777 56422

4462 4462

58239 60884

11892 14213

130 183

1318 1656

450 45Q

1434 1434

10461 10461

4344 4344

4639 5232

310 308

I-

$146890 $153304

$33716 33716

10507 10507

686 686

20587 22514

4647 4136

3192 3491

4087 4087

49610 49610

$146822 $152745

27272 27272

10316 10371

306 306

20734 21892

5297 4757

3191 3461

2777 2777

42160 42160

105 105

17
Mortgage loan commitments $4129 754
Commitments to fund bank credit facilities bridge loans and private

corporate bond investments $1432 51 $2437

Mortgage loans held for investment as presented in the table above differ from the amounts presented in the consolidated balance sheets

because this table does not include commercial mortgage loans held by CSEs which are accounted for under the RIO

Mortgage loans held-for-sale as presented in the table above differ from the amounts presented in the consolidated balance sheets because this

table only includes mortgage loans that were previously designated as held-for-investment but now are designated as held-for-sale and stated at

lower of amortized cost or estimated fair value
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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 table above differ from the amounts presented in the consolidated balance sheets because this table

does not include short term investments that meet the definition of security which are measured at estimated fair value on recurnng basis

Long term debt as presented in the table above does not include long term debt of CSEs which is accounted for under the FVO

Other liabilities as presented in the table above differ from the amounts presented in the consolidated balance sheets because certain items within

other liabilities are not considered financial instruments and this table does not include the liability related to secuntized reverse residential mortgage

loans which are accounted for under the FVO

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 recumng basis include fixed maturity secunties equity securities trading and other

securities certain short-term investments mortgage loans held by CSEs mortgage loans held-for-sale accounted for under the FVO MSRs derivative

assets and liabilities net embedded denvatives 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 Recumng Fair Value Measurements and therefore are excluded from the table

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 loans are generally purchased from third parties for investment purposes and are principally

carried at amortized cost Mortgage loans originally held-for-investment but subsequently held-for-sale are carried at the lower of cost or estimated fair

value or for collateral dependent loans estimated fair value less expected disposition costs The estimated fair values of these mortgage loans are

determined as follows

Mortgage loans held for 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 estimated fair value is primarily

determined from observable
pricing

for similar loans

Mortgage loans held-for-sale Certain mortgage loans previously classified as held-for-investment have been designated as held-for-sale For

these mortgage loans estimated fair value is determined using independent broker quotations or values provided by independent valuation

specialists 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 internal models

Policy Loans

For pOlicy loans with 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 by applying weighted-average interest rate to

the outstanding principal balance of the respective group of policy loans and an estimated average maturity determined through experience studies of

the past performance of policyholder repayment behavior for similar loans These cash flows are discounted using current risk-free interest rates with no

adjustment for borrower credit risk as these loans are fully collateralized by the cash surrender value of the underiying insurance policy The estimated

fair value for policy loans with variable interest rates approximates carrying value due to the absence of borrower credit risk and the short time period

between interest rate resets which presents minimal risk of material change in estimated fair value due to changes in market interest rates

Real Estate Joint Ventures and Other Limited Partnership Interests

Real estate
joint ventures and other limited partnership interests included in the preceding table consist of those investments accounted for using the

cost method The remaining carrying value recognized in the consolidated balance sheets represents investments in real estate carried at cost less

accumulated depreciation or real estate joint ventures and other limited partnership interests accounted for using the equity method which do not meet

the definition offinancial instruments for which fair value is required to be disclosed

The estimated fair values for real estate joint ventures and other limited partnership interests 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

Short-term 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 that there is minimal risk of material changes in interest rates or credit of the issuer such that estimated fair vOlue

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 quality and the Company has determined additional adjustment is not required

Other Invested Assets

Other invested assets within the preceding table are principally comprised of funds withheld various interest-bearing assets held in
foreign

subsidiaries and certain amounts due under contractual indemnifications

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 estimated fair values were not materially different from the recognized

carrying values
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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

instruments have been monitored to ensure there is sufficient demand and maintenance of issuer credit quality or sufficient solvency in the case of

depository institutions and the Company has determined additional adjustment 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 Reinsurance and Other Receivables

Premiums reinsurance and other receivables in the preceding table are principally comprised of certain amounts recoverable under reinsurance

agreements 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 agreements determined to transfer significant
risk are not financial

instruments subject to disclosure and thus have been excluded from the amounts presented in the preceding table Amounts recoverable under ceded

reinsurance agreements which the Company has determined do not transfer significant
risk such that they are accounted for using the deposit method

of accounting have been included in the preceding table The estimated fair value is determined as the present value of expected future cash flows

which were discounted using an interest rate determined to reflect the appropriate credit standing of the assuming counterparty

The amounts on deposit for derivative settlements essentially represent the equivalent of demand deposit balances and amounts due for securities

sold are generally received over short periods such that the estimated fair value approximates carrying v8lue In light of recent market conditions the

Company has monitored the solvency position of the financial institutions and has determined additional adjustments are not required

OtherAssets

Other assets in the preceding table are primarily composed of receivable for cash paid to an unaffiliated financial institution under the MetUfe

Reinsurance Company of Charleston MRC collateral financing arrangement as described in Note 12 The estimated fair value of the receivable for the

cash paid to the unaffiliated financial institution under the MRC collateral financing arrangement is determined by discounting the expected future cash

flows using discount rate that reflects the credit rating of the unaffiliated financial institution The amounts excluded from the preceding table are not

considered financial instruments subject to disclosure

PAB5

PAB5 in the table above include investment contracts Embedded derivatives on investment contracts and certain variable annuity guarantees

accounted for as embedded derivatives are included in this caption in the consolidated financial statements but excluded from this caption in the table

above as they are separately presented in Recurring Fair Value Measurements The remaining difference between the amounts reflected as PARs in

the preceding table and those recognized in the consolidated balance sheets represents those amounts due under contracts that satisfy the definition

of insurance contracts and are not considered financial instruments

The investment contracts primarily include certain funding agreements fixed deferred annuities modified guaranteed annuities fixed term payout

annuities and total control accounts The fair values for these investment contracts are estimated by discounting best estimate future cash flows using

current market risk-free interest rates and adding spread to reflect the nonperformance risk in the liability

Payables for Collateral Under Securities Loaned and Other Transactions

The estimated fair value for payables for collateral under securities loaned and other transactions approximates 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-collateralized by the borrowed securities the Company believes no additional consideration for changes in

nonperformance risk are necessary

Bank Deposits

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 time deposits estimated fair values are

estimated by discounting the expected cash flows to maturity using discount rates based on the LIBOR/swap curve at the date of the valuation The

Company has taken into consideration the sale price for the pending disposition of most of the depository business of MetUfe Bank to determine the

estimated fair value of bank deposits at December31 2011 See Note

Short-term and Long-term Debt Collateral Financing Arrangements and Junior Subordinated Debt Securities

The estimated fair value for short-term debt approximates carrying value due to the short-term nature of these obligations The determination of

estimated fair values of collateral financing arrangements takes into account valuations obtained from the counterparties to the arrangements as part of

the collateral management process The estimated fair values of long-term debt and junior subordinated debt securities are generally determined by

discounting expected future cash flows using market rates currently
available for debt with similar remaining maturities and reflecting the credit risk of the

Company including inputs when available from actively traded debt of the Company or other companies with similar types of borrowing arrangements

Risk-adjusted discount rates applied to the expected future cash flows can vary significantly based upon the specific terms of each individual

arrangement including but not limited to subordinated rights contractual interest rates in relation to current market rates the structuring of the

arrangement and the nature and observability of the applicable valuation inputs Use of different risk-adjusted discount rates could result in different

estimated 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
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Other Liabilities

Other liabilities included in the table above reflect those other liabilities that satisfy the definition of financial instruments subject to disclosure These

items consist primarily of interest and dividends payable amounts due for securities purchased but not yet settled funds withheld amounts payable

which are contractually withheld by the Company in accordance with the terms of the reinsurance agreements and amounts payable under certain

assumed reinsurance agreements are recorded using the deposit methodof accounting The Company evaluates the specific terms facts and
circumstances of each instrument to determine the appropriate estimated fair values which are not

materially different from the carrying values with the

exception of certain deposit type reinsurance payables For these reinsurance payables the estimated fair value is determined as the present value of

expected future cash flows which are discounted using an interest rate determined to reflect the appropriate credit standing of the assuming
counterparty

Separate Account Liabilities

Separate account liabilities included in the preceding table represent those balances due to policyholders under contracts that are classified as

investment contracts The remaining mounts presented in the consolidated balance sheets represent those contracts classified as insurance

contracts which do not
satisfy the definition of finandial 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 contracts that provide for

benefit funding

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 bnrealized investment gains and losses are fully offset by

corresponding amounts credited to the contractholders liability which is reflected 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 ialue as described in the section Recurring Fair

Value Measurements the Company believes the value of those assets approximates the estimated fair value of the related separate account liabilities

Mortgage Loan CLmmitments and Commitments to Fund Bank Credit Facilities Bridge Loans and Private Corporate Bond Investments

The estimated fair values for mortgage loan commitments 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 table represents 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

Assets and Liabilities of Subsidiaries Held-For-Sale

The carrying values of the assets and liabilities of subsidiaries held-for-sale reflect those assets and liabilities which were previously determined to be

financial instruments and which were reflected in other financial statement captions in the comparable table above in previous periods but have been

reclassified to these captions to reflect the discontinued nature of the operations The estimated fair value of the assets and liabilities of subsidiaries

held-for-sale has been determined on basis consistent with the assets and liabilities as described herein
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Deferred Policy Acquisition Costs and Value of Business Acquired

Information regarding DAC and VOBA was as follows

DAC VOBA Total

In millions

Balance at January 2009 $16510 3491 $20001

Capitalizations
2976 2976

Subtotal 19486 3491 22977

Amortization related to

Net investment gains losses
625 87 712

Other expenses
736j _49 2001j

Total amortization lfl 1289

Unrealized investment gains losses 2314 505 2819

Effect of foreign currency translation and other 158 56 214

Balance at December 31 2009 16219 2864 19083

Capitalizations
3299 3299

Acquisitions
9210 9210

Subtotal 19518 12074 31592

Amortization related to

Net ihvestment gains losses 108 16 124

Other expenses
29 j494 2719

Total amortization 2333 5j9 44
Unrealized investment gains losses 1258 125 1383

Effect of foreign currency translation and other 77 351 274

Balance at December3l2010 16004 11088 27092

Capitalizations
6858 6858

Acquisitions
11 11

Subtotal 22862 11099 33961

Amortization related to

Net investment gains losses 523 49 572

Otherexpenses 3062i 17 4819

Total amortization 394 j4Q 5391

Unrealized investment gains losses 518 361 879

Effect of foreign currency translation and other 147 447 280

Balance at December 31 2011 $18592 9379 $27971

See Note for description of acquisitions and dispositions

The estimated future amortization expense allocated to other expenses for the next five years for VOBA is $1 .3 billion in 2012 $1 .1 billion in 2013

$917 million in 2014 $774 million in 2015 and $661 million in 2016

Amortization of DAC and VOBA is attributed to both investment gains and losses and to other expenses for the amount of gross margins 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 was as follows

DAC VOBA

December31

2011 2010 2011 2010

In millions

Total

2011 2010

U.S Business

Insurance Products 8228 8247 381 833 8609 9080

Retirement Products 4659 4706 830 1094 5489 5800

Corporate Benefit Funding 101 74 104 75

Auto Home 194 190 194 190

Total U.S Business 13182 13217 1214 1928 14396 15145

International

Japan 1989 135 6509 6853 8498 6988

Other International Regions 3420 2650 655 2306 5075 4956

Total International 5409 2785 8164 9159 13573 11944
Corporate Other

Total $18592 $16004 $9379 $11088 $27971 $27092

Goodwill

Goodwill is tHe excess of cost over the estimated fair value of net assets acquired Information regarding goodwill was as follows

December 31

2011 2010 2009

In millions

Balance at January $1 1781 5047 $5008

Acquisitions 39 6959

Impairments1 65
Effect of foreign currency translation and other 180 225 39

BalanceatDecember3l $11935 $11781 $5047

At December 31 2011 the Companys accumulated goodwill impairment loss was $65 million

Information regarding allocated goodwill by segment Ond reporting unit was as follows

December 31

2011 2010

In millions

U.S Business

Insurance Products

Group life

Individual life 1263 1263

Non-medical health 149 149

Total Insurance Products 1414 1414

Retirement Products 1692 692

Corporate Benefit Funding 900 900

Auto Home 157 157

Total U.S Business 4163 4163

International

Japan 5371

Other International Regions

Latin America 501 229

Asia Pacific 72 72

Europe 938 38

Middle East 485

Total International 7367 339

Corporate Other 405 470

Total $11935 $4972
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The table above does not inolude goodwill of $6.8 billion at Deoember 312010 assoolated with ALICO In thefirst quarter ot201 the Company

began reporting the results from its international operations in two separate segments to reflect change in the manner in which the financial results are

reviewed and evaluated by executive management Consequently $5.2 billion and $1 .8 billion of goodwill were allocated in 2011 to the reporting unit in

the Japan sement and to reporting units in the Other International Regions segment respectively each net of the associated foreign currency

translations See Note for description of acquisitions and dispositions

As of November 2011 American Lifes current and deferred income taxes were affected by measurement period adjustments which resulted in

$39 million increase to the goodwill recorded as part ot the Acquisition related to the Japan segment See Note 15

Dung the third quarter of 2011 the Company began exploring the sale of MetLife Banks depository business As result in September 2011 the

Company performed goodwill impairment test on MetLife Bank which was separate reporting unit within Corporate Other compatson of the fair

value of the reporting unit using market multiple approach to its carrying value indicated potential
for goodwill impairment further compadson of

the implied fair value of the reporting units goodwill with its carrying amount indicated that the entire amount of goodwill associated with MetLife Bank

was impaired Consequently the Company recorded $65 million goodwill impairment charge that is reflected as net investment loss for the year

ended December 31 2011

In addition the Company performed its annual goodwill impairment tests of its other reporting units during the third quarter of 2011 based upon data

at June 30 2011 and concluded that the fair values of all reporting units were in excess of their carrying values and therefore goodwill was not

impaired Such tests are described in more detail in Note

Based on the adverse economic conditions in 2011 which caused both equity markets and interest rates to decline the Company assessed the

need to update the annual impairment tests and identified only one reporting unit Retirement Products that warranted interim impairment testing The

results of the testing indicated that goodwill for the Retirement Products reporting unit was not impaired

Management continues to evaluate current market conditions that may affect the estimated fair value of these 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

Insurance

Insurance Liabilities

Insurance liabilities were as follows

Policyholder Account

Balances

December 31

2011 2010 2011 2010

In millions

U.S Business

Future Policy

Benefits

Other Policy-Related

Balances

2011 2010

Insurance Products 74390 72936 30196 29407 6000 5831

Retirement Products 10455 8829 48689 46517 161 146

CorporateBenefitFunding 44471 39187 56308 57773 181 184

AutoHome 3101 3036 44 171

Total U.S Business 132417 123988 135193 133697 6386 6332

International

Japan 26659 23083 58195 53161 5212 5311

Other International Regions 19002 18043 24278 23857 3590 3684

Total International 45 661 41 126 82 473 77 018 802 995

Corporate Other 6174 5798 34 42 411 423

Total $184252 $170912 $217700 $210757 $15599 $15750
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Value of Distribution Agreements and Customer Relationships Acquired

Information regarding VODA and VOCRA which are reported in other assets was as follows

Amount

In millions

Balance at January 2009 822

Acquisitions

Amortization 34

Effect of foreign currency translation and other

Balance at December31 2009 792

Acquisitions 356

Amortization 42

Effect of foreign currency translation and other 12

Balance at December31 2010 094

Acquisitions 213

Amortization 60

Effect of foreign currency translation and other 17

Balance at December31 2011 $1 264

The estimated future amortization expense allocated to other expenses for the next five years for VODA and VOCRA is $82 million in 2012

$89 million in 2013 $94 million in 2014 $92 million in 2015 and $84 million in 2016 See Note for description of acquisitions and dispositions

Negative Value of Business Acquired

Information regarding negative VOBA which is recorded in other policy-related balances was as follows

Amount

In millions

Balance at January 2010

Acquisitions 4422

Amortization 64

Effect of foreign currency translation 71

Balance at December31 2010 4287

Acquisitions

Amortization 697

Effect of foreign currency translation 60

Balance at December31 2011 $3657

The weighted average amortization period for negative VOBA was years The estimated future amortization of credit to expenses recorded in

other expenses for the next five years for negative VOBA is $627 million in 2012 $563 million in 2013 $477 million in 2014 $388 million in 2015 and

$298 million in 2016

Sales Inducements

Information regarding deferred sales inducements which are reported in other assets was as follows

Amount

In millions

Balance at January 2009 $711

Capitalization 193

Amortization

Balance at December31 2009 841

Capitalization 157

Amortization

Balance at December31 2010 918

Capitalization 140

Amortization

Balance at December31 2011 $926

178 MetLife Inc



MetLife Inc

Notes to the Consolidated Financial Statements Continued

Separate Accounts

Separate account assets and liabilities include two categories of account types pass-through separate accounts totaling $158.8 billion and

$149.0 billion at December 31 2011 and 2010 respectively for which the policyholder assumes all investment risk and separate accounts for which

the Company contractually guarantees either minimum return or account value to the policyholder which totaled $44.2 billion and $34.1 billion at

December 31 2011 and 2010 respectively The latter category consisted primarily of funding agreements and participating close-out contracts The

average interest rate credited on these contracts was 3.12% and 3.32% at December31 2011 and 2010 respectively

For the years ended December 31 2011 2010 and 2009 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

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 December 31 2011 2010 and 2009 the Company issued $39.9 billion $34.1 billion and

$28.6 billion respectively and repaid $41 .6 billion $30.9 billion and $32.0 billion respectively of such funding agreements At December 31 2011

and 2010 funding agreements outstanding which are included in PAB5 were $25.5 billion and $27.2 billion respectively

Certain subsidiaries of MetUfe Inc are members of the Federal Home Loan Bank FHLB Holdings of FHLB common stock by branch included in

equity securities were as follows at

December 31

2011 2010

In millions

FHLB of New York FHLB of NY $658 $890

FHLB of Boston 70 70

FHLB0f Des Moines 51 20

Certain subsidiaries of MetLife Inc have also entered into funding agreements The liability for funding agreements is included in PABs Information

related to the funding agreements was as follows

Liability Collateral

December 31

2011 2010 2011 2010

In millions

FHLB0fNY1 $11655 $12555 $130022 $142042

FarmerMac3 2750 2750 31574 31594
FHLB of Boston1 450 100 5182 2112

FHLB of Des Moines1 695 9532

Represents funding agreements issued to the FHLB in exchange for cash and for which the FHLB has been granted either blanket lien or lien on

certain assets including RMBS to collateralize obligations under the funding agreements The Company maintains control over these pledged

assets and may use commingle encumber or dispose of any portion of the collateral as long as there is no event of default and the remaining

qualified collateral is sufficient to satisfy the collateral maintenance level Upon any event of default by the Company the FHLBs recovery on the

collateral is limited to the amount of the Companys liability to the FHLB

Advances are collateralized by mortgage-backed securities The amount of collateral presented is at estimated fair value

Represents funding agreements issued 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 United States Farmer Mac

Secured by pledge of certain eligible agricultural real estate mortgage loans The amount of collateral presented is at carrying value
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Liabilities for Unpaid Claims and Claim Expenses

Information regarding the liabilities for unpaid claims and claim expenses relating to property and casualty groupaccident and non-medical health

policies and contracts which are reported in future policy benefits and other policy-related balances was as follows

Years Ended December 31

2011 2010 2009

In millions

Balance at January 10708 8219 8260

Less Reinsurance recoverables 2198 647 1042

Net balance at January 8510 7672 7218

Acquisitions net 583

Incurred related to

Currentyear 9028 6482 6569

Prior years 199 75 152

Total incurred 8829 6407 6417

Paid related to

Current year 6238 4050 3972

Prioryears 242Q 2102 1991

Total paid 8658 6152 5963

NethalanceatDecember3l 8681 8510 7672

Add Reinsurance recoverables 1436 2198 547

BalanceatDecember3l 10117 10708 8219

During 2011 2010 and 2009 as result of changes in estimates of insured events in the respective prior year claims and claim adjustment

expenses asociated with prior years decreased by $199 million $75 million and $152 million respectively due to reduction in prior year automobile

bodily injury
and homeowners severity and improved loss ratio for non medical health claim liabilities

Guarantees

The Company issues annUity contracts which may include contractual guarantees to the contractholder for return of no less than tOtal deposits

made to the contract less any partial withdrawals retum of net deposits and ii the highest contract value on specified anniversary date minus any

withdrawals following the contract anniversary or total deposits made to the contract less any 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 the contractholder elects

to surrender the contract for cash and higher rate if the contractholder elects to annuitize two tier annuities These guarantees include benefits that

are payable in the event of death matuhty 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 and universal and variable life contractswas as follows

December 31

Annuity Contracts1

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

December31

Universal and Variable Life Contra cts1

Account value general and separate account

Net amount at risk

Average attained age of policyholders

Secondary Paid-Up Secondary Paid-Up

Guarantees Guarantees Guarantees Guarantees

In millions

12946 3963 11015 4102

$1886423 249913 $1564323 268513

53 years 59 years 52 years 58 years

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 is based on the direct and assumed amount at risk excluding ceded reinsurance

The net amount at risk for guarantees of amounts in the event of death is defined as the current GMDB in excess of the current account balance at

the balance sheet date

The net amount at risk for guarantees of amounts at annuitization is defined as the present value of the minimum guaranteed annuity payments

available to the contractholder determined in accordance with the terms of the contract in excess of the current account balance

The net amount at risk for two tier annuities is based on the excess of the upper tier adjusted for
profit margin less the lower tier

2011 2010

Inthe At Inthe

Event of Death Annuitization Event of Death

In millions

486 55753

4044 61943

66 years 62 years

60935

89123

62 years

$102910

77293

63 years

71934

117354

62 years

At

Annuitization

390

2894

67 years

55668

63734

61 years

280

495

62 years

92041

52973

62 years

N/A

N/A

N/A

N/A 386

N/A 605

N/A 60 years

2011 2010
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Information regarding the liabilities for guarantees excluding base policy liabilities relating to annuity and universal and variable life contracts was as

follows

Universal and Variable

Annuity Contracts Life Contracts

Guaranteed Guaranteed

Death Annuitization Secondary Paid-Up
Benefits Benefits Guarantees Guarantees Total

In millions

Direct and Assumed

Balance at January 2009 $251 $403 271 $140 $1065

Incurred guaranteed benefits 118 233 34 34

Paid guaranteed benefits JQj 201J

Balance at December 31 2009 168 402 504 174 1248

Acquisitions 46 110 2952 3108

Incurred guaranteed benefits 149 111 536 24 820

Paid guaranteed benefits _Jfl 92

Balance at December 31 2010 272 623 3991 198 5084

Incurred guaranteed benefits 273 269 496 23 1061

Paidguaranteedbenefits Jjj 24 147

Balance at December31 2011 $432 $882 $4463 $221 $5998

Ceded

Balance at January 2009 80 90 178

Incurred guaranteedbenefits 26 102 32 160

Paid guaranteed benefits 28

Balance at December 31 2009 182 122 310

Acquisitions 30 30

Incurred guaranteed benefits 18 412 17 446

Paid guaranteed benefits Jj 15

Balance at December 31 2010 39 594 139 771

Incurred guaranteed benefits 35 20 16 80

Paid guaranteed benefits __2Q ___ 20

Balance at December 31 2011 $54 $8 614 $155 831

Net

Balance at January 2009 $243 $403 191 50 887

Incurred guaranteed benefits 92 131 224

Paid guaranteed benefits 173

Balance at December31 2009 162 402 322 52 938

Acquisitions 16 110 2952 3078

Incurred guaranteed benefits 131 112 124 374

Paid guaranteed benefits .j 77

Balance at December 31 2010 233 624 3397 59 4313

Incurred guaranteed benefits 238 260 476 981

Paid guaranteed benefits 24 127

BalanceatDecember3l 2011 $378 $874 $3849 $66 $5167
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Account balances of contracts with insurance guarantees were invested in separate account asset classes as follows at

December31

2011 2010

In millions

Fund Groupings

Equity

57 750 59 546

Balanced

52823 40199

Bond
9838 9539

Money Market

1521 1584

Specialty

2034 2192

Total

$123966 $113060

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 on an 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 InsurOnce 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 based 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-tOe 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 life insurance products within Intemational the Company reinsures depending on the product risks above the corporate retention limit of up to

$5 million to extemal reinsurers on yearly renewable term basis The Company international businesses may also reinsure certain nsks with extemal

reinsurers depending upon the nature of the risk and local regulatory requirements For selected large corporate clients Intemational reinsures 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 requires 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 International also has reinsurance agreements in force that reinsure

portion of the living and death benefit guarantees issued in connection with variable annuity products Under these agreements the Company pays or

receives reinsurbnce fees associated with the guarantees collected from policyholders and pays or 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 run-off LTC and workers compensation business written

by MetLife Insurance Company of Connecticut MICC These businesses have been included within 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 Intemational 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 December 31 2011 and 2010

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 $5.6 billion and $5.5 billion of unsecured unaffiliated reinsurance recoverable balances at

December31 2011 and 2010 respectively
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At December 31 2011 the Company had $13.5 billion of net unaftiliated ceded reinsurance recoverables Of this total $1 0.3billion or 76% were
with the Companys five largest unaffiliated ceded reinsurers including $3.2 billion of which were unsecured At December31 2010 the Company had
$13.1 billion of netunaffiliated 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

The Company has reinsured with an unaffiliated
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 ariounts in the consolidated statements of operations include the impact of reinsurance Information regarding the effect of reinsurance was as
follows

$27165

1313

2321

$26157

138

731

6028

106

693

5197

Years Ended December 31

2011 2010 2009

In millionsPremiums

Direct premiums $37185 $27596
Reinsurance assumed

484 377
Reinsurance ceded

2308 902

Net premiums
$36 361 $27 071

Universal life and investment-type product policy fees

Direct universal life and investment-type product policy fees 8455 6621 5784
Reinsurance assumed

154

Reinsurance ceded
803

Net universal life and investment-type product policy fees 7806
Other revenues

Direct other revenues
468

Reinsurance assumed

Reinsurance ceded
62

Net other revenues 2532

Policyholder benefits and claims

Direct policyholder benefits and clakns $37574
Reinsurance assumed

101

Reinsurance ceded
3218

Net policyholder benefits and claims
$35 457

Interest credited to policyholder account balances

Direct interest credited to policyholder account balances 5600 4917 4842
Reinsurance assumed

Reinsurance ceded

Net interest credited to policyholder account balances 5603 4919 4845

Policyholder dividends

Direct policyholder dividends
1446 1485 1649

Reinsurance assumed
17 17 13

Reinsurance ceded
17 17 13

Net policyholder dividends
446 485 649

Other expenses

Direct other expenses
$17 865 $12 870 $10 565

Reinsurance assumed
168 16 100

Reinsurance ceded
303 222 144

Net other epenses $17730 $12764 $1051

2256

72

2328

2264

64

2329

$31400

1275

3490

$29185

$30029

1024

3050

$28003
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The amounts in the consolidated balance sheets include the impact of reinsurance Information regarding the effect of reinsurance was as follows at

December 31 2011

Total

Balance

Direct Assumed Ceded Sheet

In millions

Assets

Premiums reinsurance and other receivables
601 641 $16 239 22 481

Deferred policy acquisition costs and value of business acquired 27979 138 27971

Total assets
33580 779 $16093 50452

Liabilities

Future policy benefits
$182281 $1972 $184252

Policyholder account balances
214206 3494 217700

Other policy-related balances
14880 339 380 15599

Otherliabilities

25245 630 5039 30914

Total liabgities
$436612 $6435 5418 $448465

December 312010

Total

Balance

Direct Assumed Ceded Sheet

In millions

Assets

Premiums reinsurance and other receivables 5517 722 $13560 19799

Deferred policy acquisition costs and value of business acquired 27095 176 179 27092

Total assets
32612 .$ 898 $13381 46891

Liabilities

Future policy benefits
$168903 $2074 65 $170912

Policyholder account balances
208520 2237 210757

Other policy-related balances
14981 265 504 15750

Otherliabilities

17057 608 2701 20366

Total liabilities

$409461 $5184 3140 $417785

Reinsurance agreements that do not expose the Company to reasonable possibility
of significant

loss from insurance risk are recorded using the

deposit method of accounting The deposit assets on reinsurance were $2.4 billion and $2.5 billion at December 31 2011 and 2010 respectively The

deposit liabilities on reinsurance were $66 million and $47 million at December31 2011 and 2010 respectively

10 Closed Block

On April
2000 the Demutualization Date Metropolitan Life Insurance Company MLIC converted from mutual life insurance company to

stock life insurance company and became wholly-owned subsidia of MetLife Inc The conversion was pursuant to an order by the New York

Superintendent of Insurance the Superintendent 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 been allocated to 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 if the experiehce changes At least annually the

Company compares actual and projected experience against the experience 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 policies in the closed block

will benefit only the holders of the policies in the closed block To the extent that over time cash flows from the asset allocated 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 excess 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

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 as descf bed below The excess of closed block liabilities over closed block assets at the Demutualization Date adjusted to eliminate 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
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peod the policies and contracts in the closed block remain in-force Management believes that over time the actual cumulative earnings of the closed
block will approximately equal the expected cumulative eamings due to the effect of dividend changes If over the period the closed block remains in

existence the abtual cumulative earnings of the closed block are greater than the expected 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
eamings 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 eamings in income However the
Company rray change olicyholder 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 impactthe policyholder dividend obligation Amortization 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 Company net income continues to be sensitive to the actual performance of the
closed block

Information regarding the closed block liabilities and assets designated to the closed block was as follows

December 31

2011 2010

himillions
Closed Block Liabilities

Future policy benefits s4 169 $43456
Otherpclicy-related balances

358 316
Policyholder dividends payable

514 579
Pblicyholder dividend obligation

2919 876
Current income tax payable

178
Other liabilities

613 627

Total closed block liabilifles

47573 46032
Assets Designated to the Closed Block

Investments

Fixed maturity securities available-for-sale at estimated fair value 30407 28768
Equity securities available-for-sale at estimated fair value

35 102

Mortgage loans
6206 6253

Policy loans
4657 4629

Real estate and real estate joint ventures held-for-investment
364 328

Short term investments

Other invested assets
857 729

Total investments
42526 40810

Cash and cash equivalents
249 236

Accrued investment income
509 518

Premiums reinsurance and other receivables
109 95

Current income tax recoverable
53

Deferred income tax assets
362 474

Total assets designated to the closed block
43 808 42 133

Excess of closed block liabilities over assets designated to the closed block
765 899

Amounts included in accumulated other comprehensive income loss

Unrealized investment gains losses net of income tax 2394 1.101

Unrealized gains losses on derivative instruments net of income tax 11 10
Allocated to policyholder dividend

obligation net of income tax 897 569
Total amounts included in accumulated other comprehensive income loss 508 542

Maximum future earnings to be recognized from closed block assets nd liabilities 273 441
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Information regarding the closed block policyholder dividend obligation was as follows

Years Ended December31

2011 2010 2009

In millions

Balnce at January
876

Change in unrealized investment and derivative gains losses 2043

BalanceatDecember3l $2919

Information regarding the closed block revenues and expenses was as follows

Years Ended December 31

2011 2010 2009

In millions

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 ______ ______ ______

Total net investment gains losses

Net denvative gains losses

Total revenues ______ ______ ______

Expenses

Policyholder benefits and claims

Policyholder dividends

Other expenses _____ _____ _____

Total expenses _____ _____ _____

Revenues net of expenses before provision for income tax expense benefit

Provision for income tax expense benefit ______ ______ ______

Revenues net of expenses and provision for income tax expense benefit
______ ______ ______

The change in the maximum future eamings of the closed block was as follows

Years Ended December31

2011 2010 2009

In millions

Balance at December31 $4273 $4441 $4587

Less

Closed block adjustment

Balance at January ______
4587 ______

Change during year _____
$Ji4 _____

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 MDC also charges the closed block for expenses of maintaining

the policies included in the-closed block

876

$876

$2306 $2461 $2708

2233 2294 2197

14 32 107

43

32

4579

2991

1137

193

4321

258

90-

168

71

39

4767

3115

1235

199

4549

218

72

146

40

327

260

5037

3329

1394

203

4926

111

36

75

144

4441 _____ 4518

$Ji ____
75
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11 Long-term and Short-term Debt

Long-term and short-term debt outstanding was as follows

Interest Rates

December 31
Weighted

Range Average Maturity 2011 2010

In millions

Seniornotes 0.57%-7.72% 4.84% 2012-2045 $15666 $16258

Advances agreements 0.23%-4.86% 2.28% 2012-2021 4179 3600

Surplus notes 7.63%-7.88% 7.85% 201 5-2025 700 699

Fixed ratenotes1. 7.50%-15.00% 10.02% 2012 82

Other notes with varying interest rates 2.77%-8.00% 5.23% 2016-2030 42 95

Capital lease obligations 37 32

Total long-term debt2 20624 20766

Total short-term debt 686 306

Total $21310 $21072

Certain of the fixed rate notes were repaid prior to maturity in 2011

Excludes $3.1 billion and $6.8 billion of long-term debt relating to CSEs at December31 2011 and 2010 respectively See Note

The aggregate maturities of long-term debt at December 31 2011 for the next five years and thereafter are $1 .5 billion in 2012 $1 .5 billion in

2013 $1.7 billion in 2014 $2.3 billion in 2015 $2.4 billion in 2016 and $11.2 billion 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 are subordinate to all other obligations at the operating company
level and senior to obligations at MetLife Inc 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 MetLife Inc 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 such covenants at December 31 2011

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 AM Holdings $3.0 billion estimated fair

value of $3 billion in three series of Debt Secunties which constitute part of the Equity Units more fully descnbed in Note 14 The Debt Securities

Series and are subject to remarketing initially bear interest at .56% 1.92% and 2.46% respectively an average rate of .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 remareting of the Series Debt Securities such Debt Securities will be

divided into two tranches equal in
principal amount with maturity dates of JUhd 15 2018 and June 15 2023 Prior to the first scheduled attempted

remarketing of the Series EDebt 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 fbllows

$1 .0 billion senior notes due February 2014 which bear interest at fixed rate of 2.375% payable semiannually

$1 .0 billion 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 5.875% 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 1.25%

payable quarteriy

In connection with these offerings MetUfe 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 MetUfe Inc issued $1 .3 billion of senior notes due June 2016 The senior notes bear interest at fixed rate of 6.75% payable

semiannually In connection with the offering MetLife Inc 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 senior notes

In March 2009 MetLife Inc issued $397 million of floating rate senior notes due June 29 2012 under the Federal Deposit Insurance Corporations

Temporary Liquidity
Guarantee Program The senior notes bear interest at rate equal to three-month LIBOR reset quarteriy plus 0.32% The senior

notes are not redeemable prior to their maturity In connection with the offering MetLife Inc 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 senior notes

In February 2009 MetLife Inc remarketed its existing $1 .0 billion 4.91% Series junior subordinated debt securities as 7.717% senior debt

securities Series due 2019 Interest on these senior debt securities is payable semiannually The Series junior subordinated debt securities were

originally issued in 2005 See Note 13
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Advances from the Federal Home Loan Bank of New York

MetLife Bank is member of the FHLB of NY and held $234 million and $187 million of common stock of the FHLB of NY at December 31 2011

and 2010 respectively which is included in equity securities MetUfe 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 held for sale commercial mortgage loans and mortgage backed secunties to collateralize MetLife Banks repayment obligations Upon

any event of default by MetUfe 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 $4.8 billion and $3.8 billion at December 31 2011 and 2010 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

2011 2010 and 2009 MetLife Bank received advances related to long term borrowings totaling $1 billion $2 billion and $1 billion respectively

from the FHLB of NY MetLife Bank made repayments to the FHLB of NY of $750 million $349 million and $497 million related to long-term borrowings

for the years ended December31 2011 2010 and 2009 respectively The advances related to both long-term and short-term debt were collateralized

by residential mortgage loans held-for-sale commercial mortgage loans and mortgage-backed securities with estimated fair values of $8.7 billion and

$7.8 billion at December 31 2011 and 2010 respectively

Collateralized Borrowing from the Federal Resesve 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 2011 and 2010 The estimated

fair value of loan and investment security collateral pledged by MetLife Bank to the Federal Reserve Bank of New York at December 31 2011 and 2010

was $1 .6 billion and $1 .8 billion respectively There were no such advances during the years ended December 31 2011 an 2010 During the year

ended December 31 2009 the weighted average interest rate on these advances was 0.26% During the year ended December 31 2009 the

average daily balance of these advances was $1 .5 billion and these advances were outstanding for an average of 24 days

Short-term Debt

Short-term debt with maturities of one year or less was as follows

December 31

2011 2010

In millions

Commercial paper

101 102

MetLife Bank Advances agreements with the FHLB of NY 585 190

Other

14

Total short-term debt
686 306

Average daily balance
447 87

Average days outstanding

19 days 21 days

During the years ended December 31 2011 2010 and 2009 the weighted average interest rate on short-term debt was 0.33% 0.35% and

0.42% respectively

Interest Expense

Interest expense related to the Companys indebtedness included in other expenses was $975 million $815 million and $713 million for the years

ended December 31 2011 2010 and 2009 respectively and does not include interest expense on collateral financing arrangements junior

subordinated debt secunties or common equity units See Notes 12 13 and 14

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 2011 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 fees expensed associated with these credit facilities were $35 million $17 million and $43 million for the

years ended December31 2011 2010 and 2009 respectively Information on these credit facilities at December31 2011 was as follows

Letter of

Credit
Unused

Borrowers
Expiration Capacity Issuances Drawdowns Commitments

In millions

MetUfe Inc and MetLife Fuhding Inc October 20131 $1 000 104 $896

MetLife Inc and MetUfe Funding Inc August 201 61 3000 2980 20

Total
$4000 $3084 $916

In August 2011 the 364-day $1.0 billion senior unseured credit agreement entered into in October 2010 by MetUfe Inc and MetLife Funding

Inc subsidiary was amended and restated to provide five year $3 billion senior unsecured credit facility Concurrently MetLife Inc and

MetLife Funding Inc elected to reduce the outstanding commitments under the three year $3 billion senior unsecured credit facility entered into

in October 2010 to $1 billion with no change to the original matunty of October 2013 The Company incurred costs of $9 million related to the five

year credit facility
which have been capitalized and included in other assets These costs will be amortized over the amended terms of the facilities
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Due to the reduction in total capacity of the three-year facility the Company subsequently expensed $4 million of the remaining deferred financingcosts associated with the October 2010 credit agreement which are included in other expenses
All borrowings under the credit agreement must be repaid by October 2013 except that letters of credit outstanding upon termination may remain
outstanding until October 2014

Committed Facilities The committed facilities are used for collateral for certain of the Companys affiliated reinsurance liabilities Total fees
expensed associated with these committed facilities were $93 million $92 million and $55 million for the years ended December 31 2011 2010 and
2009 respectively Information on these committed facilities at December31 2011 was as follows

Letter of

Credit Unused MaturityAccount Party/Borrowers
Expiration Capacity Issuances Drawdowns Commitments Years

In millions

MetLife Inc
August2012 300 300

Exeter Reassurance Company Ltd
MetLife Inc Missouri Reinsurance

Barbados Inc June 2016 500 490 10
MetUfe Reinsurance Company of

Vermont MetLife Inc December 20201 350 350

Exeter Reassurance Company Ltd December 20271 650 205 445 16
MetLife Reinsurance Company of South

Carolina MetLife Inc June 20372 3500 2797 703 25
MetLife Aeinsurance Company of

VermontMetLife Inc December 20371 2896 1715 1181 26
MetLife Reinsurance Company of

Vermont MetLife Inc September 20381 4250 2402 1.848 26

Total $12446 $5462 $2797 $4187

MetLife Inc is guarantor under this agreement
The drawdown on this facility is associated with the collateral financing arrangement described more fully in Note 12
As result of the offerings of certain senior notes see Senior Notes Other and common stock see Note 18 the commitment letter for

$5.0 billion senior credit facility which MetLife Inc signed to partially finance the Acquisition was terminated During March 2010 MetLife Inc paid
$28 million in fees related to this senior credit facility all of which were expensed during the year ended December31 2010

12 Collateral Financing Arrangements

Associated with the Closed Block

In December 2007 MUC reinsured portion of its closed block liabilities to MAC wholly-owned subsidiary of MetLife Inc 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 three-month LIBOR
pIus 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

Simultaneous with the issuance of the surplus notes MetLife Inc entered into an agreement with the unaffiliated financial
institution under which

MetLife Inc is entitled to the interest paid by MAC on the surplus notes of three-month UBOA pIus 0.55% in exchange for the payment of three-month
UBOR plus 1.12% payable quarterly on such amount as adjusted as described below MetLife Inc 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 ayments would be
accounted 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 MetLife Inc 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 MetLife Inc under the agreement In addition the unaffiliated financial institution may be required to
pledge collateral to MetLife Inc related to any increase in the estimated fair value of the surplus notes MetLife Inc may also be required to make
payment to the unaffiliated financial institution in connection with any early termination of this agreement

In December 2011 following regulatory approval MAC repurchased and canceled $650 million in aggregate principal amount of the surplus notes
the Partial Repurchase Payments made by the Company in December 2011 associated with the Partial Repurchase which also included paymentsmade to the unaffiliated financial institution totaled $650 million exclusive of accrued interest on the surplus notes At December 31 2011 and 2010
the amount of the surplus notes outstanding was $1 .9 billion and $2.5 billion respectively

At December 31 2011 and 2010 the amount of the receivable from the unaffiliated financial institution was $241 million and $425 million
respectively In June 2011 MetLife Inc received $100 million from the unaffiliated financial institution related to an increase in the estimated fair value of
the surplus notes No payments were made or receiSUd by MetLife Inc during 2010 During 2009 on net basis MetLife Inc received $375 million
from the unaffiliated financial institution related to changes in the estimated fair value of the surplus notes

In addition at December 31 2011 and 2010 MetLife Inc had pledged collateral with an estimated fair value of $125 million and $49 million
respectively to the unaffiliated financial institution

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 At both December 31 2011 and 2010 the estimated fair value of assets held
in trust by the Company was $2.0 billion The assets are principally invested in fixed maturity securities and are presented as such within the Companys
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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

Total interest expense related to the collateral financing arrangement was $35 million $36 million and $51 million for the years ended December31

2011 2010 and 2009 respectively

Associated with Secondaiy Guarantees

In May 2007 MetLife Inc and MRSC wholly-owned subsidiary of MetLife Inc entered into 30-year collateral financing arrangement with an

unaffiliated financial institution that provides up to $3.5 billion of statutory reserve support for MRSC associated with reinsurance obligations under

intercompany reihsurance agreements Such statutory reserves are associated with universal life secondary guarantees and are required under

Valuation of Life Policies Model Regulation commonly referred to as Regulation 0KX At both December 31 2011 and 2010 $2 billion had

been drawn upon under the collateral financing arrangement Proceeds from the collateral financing arrangement were placed in trusts to support

MRSCs statutory obligations associated with the reinsurance of secondary guarantees The trusts are VIEs which are consolidated by the Company

The unaffiliated financial institutidn is entitledto the return on the investment portfolio held by the trusts At both December 31 2011 and 2010 the

Company held assets in trust with an estimated fair value of $3 billion associated with the collateral financing arrangement The assets are principally

invested in fixed maturity securities and are presented 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 The collateral financing arrangement may be extended by agreement of MetLife Inc and the unaffiliated financial

institution on each anniversary of the closing

In connection with the collateral financing arrangement MetLife Inc entered into an agreement with the same unaffiliated financial institution under

which MetLife Inc 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 three-month LIBOR plus 070% payable

quarterly MetLife Inc 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 eariy termination of the collateral financing

arrangement During 2011 and 2010 no payments were made or received by MetLife Inc During 2009 MetLife Inc contributed $360 million as

result of declines in the estimated fair value of the assets in the trusts Cumulatively since May 2007 MetLife Inc 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 MetLife Inc may be required to pledge collateral to the unaffiliated financial institution under this agreement At December 31 2011 and

2010 MetLife Inc had pledged $92 million and $63 million under the agreement respectively

Total interest expense related to the collateral financing arrangement was $29 million $30 million and $44 million for the years ended December 31

2011 2010 and 2009 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

Subsequent to
Carrying Value

Scheduled Scheduled at December 31
Face Interest Redemption Redemption Final

Issuer Issue Date Value Rate2 Date Date3 Maturity 2011 2010

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 LIBOR 2.205% December 2066 1248 1247

$3 192 $3 191

MetLife Capital Trust and MetLife Capital Trust IV 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 ofMetLife Inc.s junior subordinated

debt securities on the scheduled redemption date mandatorily undercertain circumstances and at any time upon MetLife Inc exercising its option

to redeem the securities The exahangeable 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

three-month LIBOR plus margin payable quarterly in arrears

In connection with each of the securities described above MetLife Inc may redeem or may cause 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 he 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 MetLife Inc also

has the right to and in certain circumstances the requirement to defer interest payments on the secUrities for period up to years Interest

compounds during such periods of deferral If interest is deferred for morethan five consecutive years MetLife Inc is required to use proceeds from

the sale of its common stock or warrants on common stock to satisfy interest payment obligation In connectionwith each of the securities described

above MetLife Inc entered into separate replacement capital covenant RCC As part
of each RCC MetLife Inc agreed that it will not repay
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redeem or purchase the securities on or before date 10 years prior to the final maturity date of each issuance unless subject to certain limitations it

has received cash proceeds during specified period from the sale of specified replacement securities Each RCC will terminate upon the occurrence

of certain events including an acceleration of the applicable securities due to the occurrence of an event of default The RCOs are not intended for the

benefit of holders of the securities and may not be enforced by them Rather each AGO is for the benefit of the holders of designated series of

MetLife Inc other indebtedness the Covered Debt Initially the Covered Debt for each of the securities described above wa MetLife Inc 70%

senior notes due 2035 the Senior Notes As result of the issuance of MetLife Inc 10 750% Fixed to Floating Rate Junior Subordinated

Debentures due 2069 the 10 750% JSDs the 10 750% JSDs became the Covered Debt with respect to and in accordance with the terms of the

AGO relating to MetLife Inc 40% Fixed to Floating Rate Junior Subordinated Debentures due 2066 The Senior Notes continue to be the Covered

Debt with respect to and in accordance with the terms of the RCCs relating to each of MetLife Capital Trust IV 875% Axed to Floating Rate

Exchangeable Surplus Trust Secunties MetLife Capital Trust 250% Fixed to Floating Rate Exchangeable Surplus Trust Securities and the

10 750% JSDs MetLife Inc also entered into replacement capital obligation which will commence during the six month period pnor to the scheduled

redemption date of each of the securities described above and under which MetLife Inc 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 were incurred during the year ended December 31 2009 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 issuance Interest expense on outstanding junior
subordinated debt securities was $258 million $258 million and $231 million

for the years ended December31 2011 2010 and 2009 respectively

Other Junior Subordinated Debt Securities

In June 2005 MetUfe Inc issued $1 .1 billion 4.91% Series junior subordinated debt securities due no later than February 2040 in exchange for

$32 million in trust common securities of MetLife Capital Trust Ill Series Trust subsidiary trust of MetLife Inc and $1.0 billion in aggregate cash

proceeds from the sale by the subsidiary trust of trust preferred securities

In February 2009 the Series Trust was dissolved and $32 million of the Series junior subordinated debt securitieswere returned to MetUfe Inc

concurrently with the cancellation of the $32 million of trust common securities of the Series Trust held by MOtUfe Inc Upon dissolution of the

Series Trust the remaining $1 .0 billion of Series junior subordinated debt securities were distributed to the holders of the trust preferred securities

and such trust preferred securities were canceled In connection with the remarketing transaction in February 2009 the remaining $1 .0 billion of MetLife

Inc Series junior subordinated debt securities were modified as permitted by their terms to be 7.717% senior debt securities Senes due

February 2019 The Company did not receive any proceeds from the remarkethg See Note 11

Interest expense on these junior subordinated debt securities was $6 million for the-year ended December 31 2009

14 Common Equity Units

Acquisition of ALICO

In connection with the financing of the Acquisition see Note in November 2010 MetUfe Inc issued toAMr Holdings 40.0 million Equity Units with

an aggregate stated amount at issuance of $3.0 billion and an estimated fair value of $3.2 billion Each Equity Unithas an initial stated amounl 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 ii 1/40

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 billion Distnbutions 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 500% of the stated amount at any time The excesd

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 resulted in net decrOase to additional paid-in capital of $69 million representing the fair value of

the Purchase Contracts discussed below On March 2011 AM Holdings sold in public offering all the Equity Units it received as consideration

from MetUfe in connection with the Acquisition The Equity Units are listed on the New York Stock Exchange

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
nal 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 2012 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 calculated pursuant to the Stock Purchase Agreement during the applicable 20 trading day period is less than or 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 by the Reference Price as calculated pursuant tothe 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 maybe adjusted the Threshold Appreciation Price the number of

shares to be issued in settlement 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 MetUfe 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 equ $25 divided by the applicable market value as so calculated In the event of an unsuccessful

remarketing of any series of Debt Securities and the postponement of settlement to later date the average market value used to 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 all the Purchase Contracts MetLife Inc will receive proceeds of $3.0 billion and issue between 67.8 million and 84.7 million shares of its

common stock subject to certain adjustments The holder of an Equity Unit may at its option settle the related.Purchase Contracts before the

applicable settlement date However upon early settlement the holder will receive the Minimum Settlement Rate
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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 2011 $102

million of contract payrnentswere 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

.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 df 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 October 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 remarketing attempts will occur At the remarketing date the remarketing agent

may reset the interest rate on the Debt 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 Debt Securities 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 remarketing

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 remarketing 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

15 Income Tax

The provision for income tax from continuing operations was as follows

Years Ended December 31

2011 2010 2009

In millions

Current

Federal 198 123 237

State and local
21 12

Foreign
614 203 227

Subtotal
415 347

Deferred

Federal 2258 672 2130

State and local
26

Foreign
405 153 77

Subtotal 2660 818 2Q7

Provision for income tax expense benefit $3075 $1 165 $2025

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 December 31

2011 2010 2009

In millions

Tax provision at U.S statutory rate
$3509 $1 369 $1 526

Tax effect of

Tax-exempt investment income 246 242 288

State and local incone tax
17

Prior year tax
59 26

Tax credits
138 82 87

Foreign tax rate differential 53 29 138

Change in valuation allowance 16 20

Other net
16

Provision for income tax expense benefit $3075 $1 165 $2Q
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Deferred income tax represents the tax effect of the differences between the book and tax basis of assets and liabilities Net deferred income tax

assets and liabilities consisted of the following at

December31

2011 2010

In millions

Deferred income tax assets

Policyholder liabilities and receivables

Net operating loss carryforwards

Employee benefits

Capital loss carryforwards

Tax credit carryforwards

Litigation-related and government mandated

Other
483

_______

11281

Less Valuation allowance 1083
_______

Deferred income tax liabilities

Investments including derivatives 3371 2261

Intangibles 5309 5814

Net unrealized investment gains

DAC

Other 192 25

17733 13987

Net deferred income tax asset liability 7535 856

The following table sets torth the domestic state and foreign net operating and capital loss carryforwards for tax purposes at December31 2011

Domestic $1 958 Beginning in 2018 $1 248 Beginning in 2013

State 251 Beginning in 2012 N/A

Foreign $3056 Beginning in 2015 37 Beginning in 2014

Tax credit carryforwards of $1 .7 billion at December31 2011 will expire beginning in 2016

As of the Acquisition Date the Company had established valuation allowance of $671 million against the amount of U.S deferred tax assets that

was expected to reverse post-branch restructuring of American Life As of November 2011 the Company finalized American Lifes current and
deferred income tax liabilities based upon the determination of the amount of taxes resulting from the Section 338 Election and the corresponding filing

of the income tax return Accordingly American Lifes current income tax receivable was increased by $12 million and deferred tax assets were reduced

by $2 million with corresponding net decrease to goodwill The Company also increased the valuation allowance recorded against U.S deferred tax

assets to $720 million The increasein the valuation allowance of $49 million with corresponding increase to goodwill was 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 and filing of the income tax retum

The Company also has recorded valuation allowance increase related to tax benefits of $20 million related to certain state and foreign net

operating loss carryforwards $1 million related to certain foreign unrealized losses $86 million related to certain foreign other assets and decrease of

$5 million related to certain foreign capital loss carryforwards The valuation allowance reflects managements assessment based on available

information that it is more likely than not that the deferred income tax asset for certain foreign net operating and capital loss carryforwards certain state

net operating loss carryforwards certain foreign unrealized losses and certain foreign other assets will not be realized The tax benefit will be recognized

when management believes that it is more likely than not that these deferred income tax assets are realizable

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 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 December 31 2011 the Company had not made provision for U.S taxes on

approximately $1 .7 billion of the excess of the amount for financial reporting over the tax basis of investments in foreign subsidiaries that are essentially

permanent in duration It is not practicable to estimate the amount of deferred tax 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 jurisdictions as 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

5939 8450

1595 1971

916 664

449 408

1692 1007

207 227

_______
336

13063

_______ 932

10198 12131

4355 1490

4506 4297

Net Operating Loss

Carryforwards

Amount

In millions

Expiration

Capital Loss

Carryforwards

Amount

In millions

Expiration
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operations The income tax years under examination vary by jurisdiction With few exceptions the Company is no longer subject to U.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 settled have been escalated to the next level IRS Appeals The IRS exam of the

current audit cycle years 2003 to 2006 began in April 2010

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 credits associated with the 2000 to 2002 IRS audit reasonable estimate of the decrease cannot be made at this time However the

Company continues to believe that the ultimate resolution of the issues will not result in material change to its consolidated financial statements

although the resolution of income tax matters could impact the Companys effective tax rate for particular future period

reconciliation of the beginning and ending amount of unrecognizedtax benefits was as follows

Years Ended December 31

2011 2010 2009

In millions

Balance at January $810 $773 $766

Additions for tax positions of prior years
30 1861 43

Reductions for tax positiàns of prior years 161 84 33

Additions for tax positions of current year
13 13 52

Reductions for tax positions of current year

Settlements with tax authorities 59 46

Lapses of statutes of limitations .JL1J

Balance at December 31 $810 $773

Unrecognized tax benefits that if recognized would impact the effective rate $527 $536 $583

An increase of $169 million reulted from the acquisition of American Life

The Company classifies interest accrued related to unrecognized tax benefits in interest expense included within other expenses while penalties are

included in income tax expense

Interest and penalties were as follows

Years Ended

December 31

2011 2010 2009

In millions

Interest and penalties recognized in the consolidated statements of operations $31 $6 $21

December 31

2011 2010

In millions

Interest and penalties included in other liabilities in the consolidated balance sheets $235 $22 71

An increase of $20 million resulted from the acquisition of American Life

The U.S Treasury Department and the IRS have indicated that they intend to address through regulations the methcdology to be followed in

determining the dividends received deduction DRD 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 have the opportunity to raise legal and practical questions about the content 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

December 31 2011 and 2010 the Company recognized an income tax benefit of $159 million and $87 million respectively related to the separate

account DRD The 2011 benefit included benefit of $8 million related to true-up of the 2010 tax return The 2010 benefit included an expense of

$57 million related to true-up of the 2009 tax return

16 Contingencies Commitments 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 permits considerable variation in the assertion of monetary damages or

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 invoke 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 similar 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
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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 wilt apply the law in the context of the pleadings or evidence presented whether by motion practice or at

trial or 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

The Company establishes liabilities for litigationand regulatory loss contingencies when it is probable that loss has been incurred and the amount

of the loss can be reasonably estimated Liabilities have been established for number of the matters noted below It 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 2011 While the potential future charges could be material in the particularquarterly or annual periods in which they are recorded based

on information currently known to management management does not believe any such charges are likely to have material effect on the Companys
financial position

Matters as to Which an Estimate Can Be Made

For some of the matters disclosed below the Company is able to estimate reasonably possible range of loss For such matters where loss is

believed to be reasonably possible but not probable no accrual has been made As of December 31 2011 the Company estimates the aggregate

range of reasonably possible losses in excess of amounts accrued for these matters to be approximately $0 to $200 million

Matters as to Which an Estimate Cannot Be Made

For other matters disclosed below the Company is not currently able to estimate the reasonably possible loss or range of loss The Company is

often unable to estimate the possible loss or range of loss until developments in such matters have provided sufficient information to support an

assessment of the range of possible loss such as quantification of damage demand from plaintiffs discovery from other parties and investigation of

factual allegations rulings by the court on motions or appeals analysis by experts and the progress of settlement negotiations On
quarterly and

annual basis the Company reviews relevant information with respect to litigation contingencies and updates its accruals disclosures and estimates of

reasonably possible losses or ranges of loss based on such reviews

Asbestos-Related C/aims

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 engaged 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 respect to 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 or failed 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 claims

asserted against MLIC MLIC employs number of resolution strategies to manage its asbestos toss exposure including seeking resolution of pending

litigation by judicial rulings and settling individual or groups of claims or lawsuits under 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 factual allegations include that MLIC owed no duty to the plaintiffs it had no special relationship with the

plaintiffs anddid notmanufacture produce distribute or sell the asbestos products that allegedly injured plaintiffs plaintiffs did not rely on any actions

of MDC /i MUCs 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 claims

against MLIC while other trial coUrts have denied MLICs motions to dismiss There can be no assurance that MLIC will receive favorable decisions on

motions in the future While most cases brought to date have settled MLIC intends to continue to defend aggressively against claims based on

asbestos exposure including defending claims at trials

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

2011 2010 2009

In millions except number of claims

Asbestos personal injury claims at year end 66747 68513 68804

Number of new claims during the year 4972 5670 3910

Settlement payments during the year1 34.2 34.9 37.6

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 2008 MLIC received approximately 063 new claims ending the year with total of approximately 74 027 claims and paid approximately

$99 million for settlements reached in 2008 and prior years In 2007 MLIC received approximately 161 new claims ending the year with total of

approximately 79 717 claims and paid approximately $28 million for settlements reached in 2007 and prior years In 2006 MLIC received

approximately 870 new claims ending the year with total of approximately 87 070 claims and paid approximately $35 million for settlements

reached in 2006 and prior years In 2005 MLIC received approximately 18500 new claims ending the year with total 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
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claims ending the year with total 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 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 and the 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 cease 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 To the extent the Company can estimate reasonably possible losses in excess of amounts accrued it has been included in the

aggregate estimate of reasonably possible loss provided above While the potential future charges could be material in the particular quarteriy 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 effect on the Companys financial position

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 isbased 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 ti 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 ii the cost to defend claims

MLIC reevaluates on quarterly and annual basis its exposure from asbestos litigation including studying its claims experience reviewing external

literature regarding asbestos claims experience in the United States assessing relevant trends impacting asbestos 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 in 2002 MLIC increased its recorded liability

for asbestos-related claims by $402 million from approximately $820 million to $1 .2 billion Based upon its regular reevaluation of its exposure from

asbestos litigation MLIC has updated its liability analysis for asbestos-related claims through December31 2011

Regulatory Matters

The Company receives and responds to subpoenas or other inquiries from state regulators including state insurance commissioners state

attorneys general or other state governmental authorities federal regulators including the U.S Securities and Exchange Commission çSEC 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 regulatory matters vary widely The Company cooperates in these inquiries

MetLife Bank Mortgage Servicing Regulatory and Law Enforcement Authonties Inquiries Since 2008 MetLife through its affiliate MetUfe Bank

has significantly increased its mortgage servicing activities by acquiring servicing portfolios Currently MetLife Bank services approximately 1% of the

aggregate principal amount of the mortgage loans serviced in the U.S State and federal regulatory and law enforcement authorities have initiated

various inquiries investigations or examinations of alleged irregularities in the foreclosure practices of the residential mortgage servicing industry

Mortgage servicing practices have also been the subject of Congressional attention Authorities have publicly stated that the scope of the investigations

extends beyond foreclosure documentation practices to include mortgage loan modification and loss mitigation practices

MetLife Banks mortgage servicing has been the subject of recent inquiries and requests by state and federal regulatory and law enforcement

authorities MetLife Bank is cooperating with the authorities review of this business On April 13 2011 the Office of the Comptroller of the Currency

0CC entered into consent decrees with several banks including MetLife Bank The consent decrees require an independent review of foreclosure

practices and set forth new residential mortgage servicing standards including requirement for designated point of contact for borrower during the

loss mitigation process In addition the Federal Reserve Board entered into consent decrees with the affiliated bank holding companies of these banks

including MetLife Inc to enhance the supervision of the mortgage servicing activities of their banking subsidiaries In February 2012 press release

the Federal Reserve Board announced that it had issued monetary sanctions against five baniring organizations for deficiencies in the organizations

servicing of residential mortgage loans and processing of foreclosures The Federal Reserve Board also stated that it plans to announce monetary

penalties against six other institutions under its supervision against whom it had issued enforcement actions in 2011 for deficiencies in servicing of

residential mortgage loans and processing foreclosures The Federal Reserve Board did not identify these six institutions but MetLife Inc is among the

institutions that entered into consent decrees with the Federal Reserve Board in 2011 MetUfe Bank has also had meeting with the Department of

Justice regarding mortgage servicing and foreclosure practices It is possible that various state or federal regulatory and law enforcement authorities may

seek monetary penalties from MetLife Bank relating to foreclosure practices MetLife Bank is responding to subpoena issued by the New York State

Department of Financial Services regarding hazard insurance and flood insurance that MetLife Bank obtains to protect the lienholders interest when the

borrowers insurance has lapsed

These consent decrees as well as the inquiries or investigations referred to above could adversely affect MetLifes reputation or result in material

fines penalties equitable remedies or other enforcement actions and result in significant legal
costs in responding to governmental investigations or

other litigation In addition the changes to the mortgage servicing business required by the consent decrees and the resolution of any other inquiries or

investigations may affect the profitability of such business The Company is unable to estimate the reasonably possible loss or range of loss arising
from
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the MetLife Bank regulatory matters Management believes that the Companys consolidated financial statements as whole will not be materially

affected by the MetLife Bank regulatory matters

United States of America EME Homer City Generation L.P et al VVD Pa filed January 2011 On January 2011 the U.S commenced

civil action in United States District Court for the Western District of Pennsylvania against EME Homer City Generation L.P EME Homer City Homer

City OL6 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 MLIC is passive investor with noncontrolling interest in the electricity generating facility which is solely operated by the

lessee EME Homer City The complaint sought injunctive relief and assessment of civil penalties for alleged violations of the federal Clean Air Act and

Pennsylvanias State Implementation Plan The alleged violations were the subject of Notices of Violations NOV5 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 and the State of

New York to intervene in the lawsuit as additional plaintiffs On February 16 2011 the State of New Jersey filed an Intervenors Complaint in the lawsuit

On January 2011 two plaintiffs filed putative class action titled Scoff Jackson and Maria Jackson EME Homer City Generation L.P et al 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 violations alleged in the action brought by the U.S Homer City 0L6 LLC is defendant in this action On

October 12 2011 the court issued an order dismissing the U.Ss lawsuit with prejudice The Government entities have appealed from the order

granting defendants motion to dismiss On October 13 2011 the court also issued an order dismissing the federal claims in the putative class actions

with prejudice and dismissing the state law claims in the putative class actions without prejudice to re-file in state court EME Homer City has

acknowledged its obligation to indemnity Homer City 0L6 LLC for any claims relating to the NOV5 Due to the acknowledged indemnification obligation

this matter is not included in the aggregate estimate of range of reasonably possible loss In February 13 2012 letter to EME Homer City Homer City

OL6 LLC and others the Sierra Club indicated its intent to sue for alleged violations of the Clean Air Act and to seek to enjoin the alleged violations

seek unspecified penalties and attorneys fees and other relief Homer City 0L6 LLC has served claim for indemnification on EME Homer City

In the Matter of Chemform Inc Site Pompano Beach Broward County Florida In July 2010 the EPA advised MUC that it believed payments

were due under two settlement agreements known as Administrative Orders on Consent that New England Mutual Life Insurance Company New
England Mutual signed in 1989 and 1992 with respect to the cleanup of Superfund site in Florida the Chemforrn Site The EPA originally

contacted MUC as successor to New England Mutual and third party in 2001 and advised that they owed additional clean-up costs for the

Chemform Site The matter was not resolved at that time The EPA is requesting payment of an amount under $1 million from MLIC and such third party

for past costs and an additional amount for future environmental testing costs at the Chemform Site The Company estimates that the aggregate cost to

resolve this matter will not exceed $1 million

Sa/es Practices Regulatory Matters Regulatory authorities in small number of states and FINRA and occasionally the SEC have had

investigations or inquiries relating to sales of individual life insurance policies or annuities or other products by MLIC MICC New England Life Insurance

Company and General American Life Insurance Company and four Company broker-dealers which are MetLife Securities Inc New England

Securities Corporation Walnut Street Securities Inc and Tower Square Securities Inc These investigations often focus on the conduct of particular

financial services representatives and the sale of unregistered or unsuitable products or the misuse of client assets Over the past several years these

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 resblve 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

Unclaimed Property Inquiries and Related Litigation

More than 30 U.S jurisdictions are auditing MetLife Inc and certain of its affiliates for compliance with unclaimed property laws Additionally MLIC

and certain of its affiliates have received subpoenas and other regulatory inquiries from certain regulators and other officials relating to claims-payment

practices and compliance with unclaimed property laws An examination of these practices by the Illinois Department of Insurance has been converted

into multistate targeted market conduct exam On July 2011 the New York Insurance Department issued letter requiring life insurers doing

business in New York to use data available on the U.S Social Security Administrations Death Master File or similar database to identity instances

where death benefits under life insurance policies annuities and retained asset accounts are payable to locate and pay beneficiaries under such

contracts and to report the results of the use of the data It is possible that other jurisdictions may pursue similar investigations or inquiries may join the

multistate market conduct exam or issue directives similar to the New York Insurance Departments letter In the third quarter of 2011 the Company

incurred $1 17 million after tw charge to increase reserves in connection with the Companys use of the U.S Social Security Administrations Death

Master File and similar databases to identity potential life insurance claims that have not yet been presented to the Company It is possible that the

audits market conduct exam and related activity may result in additional payments to beneficiaries additional escheatment of funds deemed

abandoned under state laws administrative penalties interest and changes to the Companys procedures for the identification and escheatment of

abandoned property The Company believes that payments for life insurance claims not yet presented and interest thereon will not be materially different

from the reserve charge noted above To the extent the Company can estimate the reasonably possible amount of potential additional payments it has

been included in the aggregate estimate of reasonably possible loss provided above It is possible that there will be additional payments or other

expenses incurred with respect to changes in procedures and the Company is not currently able to estimate these additional possible amounts but

such costs may be substantial

Total Asset Recovery SeMces LLC on behalf of the State of llfinois MetLife Inc et al Cir Ct Cook County IL filed January 24

2011 Afeging that MetLife Inc and another compan have violated the Illinois Uniform Disposition of Unclaimed Property Act by failing to escheat to

Illinois benefits of 4766 life insurance contracts Total Asset Recovery Services LLC the Relator has brought an action under the Illinois False Claims

Whistleblower Reward and Protection Act seeking to recover damages on behalf of Illinois The action was sealed by court order until January 18 2012

The Relator alleges that the aggregate damages including statutory damages and treble damages is $1 .572780000 The Relatordoes not allocate

this claimed damage amount between MetLife Inc and the other defendant The Relator also bases its damage calculation in part on its assumption

that the average face amount of the subject policies is $1 10000 MetLife Inc strongly disputes this assumption the Relators alleged damages

amounts and other allegations in the complaint and intends to defend this action vigorously
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City of West/and Police and Fire Retirement System MetLife Inc at S.D.N filed January 12 2012 Seeking to represent class of

persons who purchased MetLife Inc common shares between February 2010 and October 2011 the plaintiff filed an action alleging that MetLife

Inc and several current and former executive officers of MetLife Inc violated the Securities Exchange Act of 1934 and Rule Ob-5 promulgated

thereunder by issuing or causing MetLife Inc to issue materially false and misleading statements conceming MetLife Inc.s potential liability for millions

of dollars in insurance benefits that should have been paid to beneficiaries or escheated to the stateri Plaintiff seeks unspecified compensatory

damages and other relief The defendants intend to vigorously defend this action

Fishbaum Kandarian et at Sup CL New York County flied January 27 2012 Seeking to sue derivatively on behalf of MetLife Inc

shareholder commenced an action against members of the MetLife Inc Board of Directors alleging that they bredched their fiduciary and other duties to

the Company Plaintiff alleges that the defendants failed to ensure that the Company complied with state unclaimed property laws and to ensure that the

Company accurately reported its eamings Plaintiff alleges that because of the defendants breaches of duty MetLife Inc has incurred damage to its

reputation and has suffered other unspecified damages The defendants intend to vigorously defend this action

Total Control Accounts Litigation

MLIC is defendant in lawsuits related to its use of retained asset accounts known as Total Control Accounts TCA as settlement option for

death benefits 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 et al Metropolitan Life Insurance Company Nev fl/ed March 28 2008 This putative class action lawsuit alleges breach of contract

and breach of common law 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 On September 2010 the court granted

MUCs motion for summary judgment Plaintiffs appealed this order and on December 2011 the United States Court of Appeals for the Ninth Circuit

affirmed the district courts grant of summary judgment to MLIC finding no breach of contract because plaintiffs suffered no damages and finding that

no special or confidential relationship existed between the parties under Nevada law

Faber at al Metropolitan Life Insurance Company S.D.N fl/ed December 2008 This putative class action lawsuit alleges that MLICs use

of the TCA as the settlement option under 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 baciring the accounts On

October 23 2009 the court granted MLICs motion to dismiss with prejudice On August 2011 the United States Court of Appeals for the Second

Circuit affirmed the dismissal of the complaint Plaintiffs petition for rehearing or rehearing en banc with the Second Circuit was denied by the Second

Circuit on November 2011

Keife et al Metropolitan Life Insurance Company Nev filed in state court on July 30 2010 and removed to federal court on September

2010 This putative class action lawsuit raises breach of contract claim
arising

from MLIC use of the TCA to pay life insurance benefits under the

Federal Employees Group Life Insurance program FEGLI 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 September 2010 plaintiffs filed motion for class certification of

the breach of contract claim which the court has denied On April 28 2011 the court denied MLICs motion to dismiss

Simon Metropolitan Life Insurance Company Nev flied November 2011 Similar to Keife Metropolitan Life Insurance Company

pending in the same court in this putative class action the plaintiff alleges that MLIC improperly paid interest to FEGLI beneficiaries Specifically plaintiff

alleges that under the terms of the FEGLI policy MLIC is required to make immediate payment of death benefits in one sum MLIC plaintiff alleges

breached this duty by instead retaining
the death benefits in its general investment account and sending beneficiaries book of drafts known as the

TCA Money Market Option as the only means by which funds can be accessed Plaintiff further alleges that MLICrnanipulates interest rates paid to

policy beneficiaries This matter has been consolidated with Keife

The Company is unable to estimate the reasonably possible loss or range of loss arising from the TCA matters

Other U.S Litigation

Roberts at at Tishman Speyer Properties et al Sup Cf N.Y County flied January 22 2007 This lawsuit was filed by putative class of

market rate tenants at Stuyiesant Town and Peter Cooper Village against parties including Metropolitan Tower Life Insurance Company MTh and

Metropolitan Insurance and Annuity Company Metropolitan Insurance and Annuity Company has merged into MTL and no longer Oxists as separate

entity These tenants claim that MTL as former owner and the current owner improperly deregulated apartments while receiving J-51 tax abatements

The lawsuit seeks declaratory relief and damages for rent overcharges In October 2009 the New York State Court of Appeals issued an opinion

denying MTLs motion to dismiss the complaint MTL has reached settlement in principle with the plaintiff tenants subject to finalizing the settlement

terms and court approval The Company believes adequate provision has been made in its consolidated financial statements for all probable and

reasonably estimable losses for this lawsuit

Merrili Havliand et al Metropolitan Life Insurance Company ED Mich removed to federal oourt on July22 2011 This lawsuit was filed by 45

retired General Motors GM employees against MLIC and includes claims for conversion unjust enrichment breach of contract fraud intentional

infliction of emotional distress fraudulent insurance acts and unfair trade practices based upon GMs 2009 reduction of the employees life insurance

coverage under GMs ERISA-govemed plan The complaint includes count seeking class action status MLIC is the insurer of GMs group life

insurance plan and administers claims under the plan According to the complaint MLIC had previously provided plaintiffs with written guarantee that

their life insurance benefits under the GM plan would not be reduced for the rest of their lives MLIC has removed the case to federal court based upon

complete ERISA preemption of the state law claims Plaintiffs filed an amended complaint recasting the state law claims and asserting ERISA claims

MLIC has filed motion to dismiss

Sales Practices Claims Over the past several years the Company has faced numerous claims including class action lawsuits alleging improper

marketing or 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
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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 Ontano October2006 In 2006 Sun Life Assurance Company

of Canada Sun 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 MLIC 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 an indemnifiable loss granted MLIC motion for summary judgment Both

parties appealed In September 2010 Sun Life notified MLIC that purported class action lawsuit was filed against Sun Life in Toronto Kang Sun Life

Assurance Co Super Ct Ontario September 2010 alleging sales practices claims regarding the same individual policies sold by MLIC and

transferred to Sun Life An amended class action complaint in that case was served on Sun Life again without naming MLIC as party On August 30

2011 Sun Ufe notified MLIC that purported class action lawsuit was filed against Sun Life in Vancouver Alamwala Sun Life Assurance Co Sup
Ct British Columbia August 2011 alleging sales practices claims regarding certain of the same policiessold 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 these lawsuits The Company is unable to estimate the

reasonably possible loss or range of loss arising
from this

litigation

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 Atco Life International Ltd ALIL number of policyholders invested in those

funds have either commenced or threatened litigation against ALIL alleging misrepresentation inadequate 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

disclosures were allegedly vrong 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 2011 ALIL began implementing plan to resolve policyholder claims Under the plan ALIL will provide liquidity to

the suspended funds so that policyholders may withdraw investments in these funds and ALIL will offer policyholders amounts in addition to the

liquidation value of the suspended funds based on the performance of other relevant financial products The settlement program achieved 96%

acceptance rate Those policyholders who did not accept the settlement may still pursue other remedies or commence individual litigation The formal

investigation opened by the Milan public prosecutor into the actions of AUL employees as well as of employees of ALILs major distributor has been

dismissed by the court Under the terms of the stock purchase agreement dated as of March 2010 as amended by and among MetLife Inc AIG

and AM Holdings AIG has agreed to indemnify MetLife Inc and its affiliates for third party claims and regulatory fines associated with ALILs suspended

funds Due to the acknowledged indemnification obligation this matter is not included in the aggregate estimate of range of reasonably possible loss

Summary

Putative or certified dOss action litigation and other litigation and claims and assessments against the Company in addition to those discussed

previously and those otherwise provided for in the Company consolidated financial statements have arisen in the course 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 insurance regulatory authorities and other federal and state authorities regularly make
inquiries

and conduct investigations concerning the

Company compliance with applicable insurance and other laws and regulations

It is not possible to predict the ultimate outcome of all pending investigations 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 effect upon the Company financial position based on information currently 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 these matters and the inherent unpredictability of litigation it is possble that

an adverse outcome in certain matters could from time to time have material effect on the Companys consolidated net income or cash flows in

particular quarterly or annual periods

Insolvency Assessments

Most of the lurisdictions in which the Company is admitted to transact business require insurers doing business within the jurisdiction to participate in

guaranty associations which are organized to pay contractual benefits owed pursuant to insurance policies issued by impaired insolvent or failed

insurers These associations leW assessments up to prescribed limits on all member insurers in particular state on the basis of the proportionate

share of the premiums written by member insurers in the lines of business in which the impaired insolvent or failed insurer engaged Some states permit

member insurers to recover assessments paid through full or partial premium tax offsets In addition Japan has established the Life Insurance

Policyholders Protection Corporation of Japan as contingency to protect policyholders against the insolvency of life insurance companies in Japan

through assessments to companies licensed to provide life insurance
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Assets and liabilities held for insolvency assessments were as follows

December 31

2011 2010

In millions

Other Assets

Premium tax offset for future undiscounted assessments 97 $55

Premium tax offsets currently available for paid assessments 14

Receivable forreimbursement of paid assessments1

$117 $69

Other Liabilities

Insolvency assessments

The Company holds receivable from the seller of prior acquisition in accordance with the purchase agreement

On September 2011 the New York State Department of Financial Services filed liquidation plan for Executive Life Insurance Company of New

York ELNY which had been under rehabilitation by the Liquidation Bureau since 1991 The plan will involve the satisfaction of insurers financial

obligations under number of state life and health insurance guaranty associations and also contemplates that additional industry support for certain

ELNY policyholders will be provided The Company recorded net charge of $40 million after tax related to ELNY

Argentina

The Argentine economic regulatory and legal environment including interpretations
of laws and regulations by regulators and courts is uncertain

Potential legal or governmental actions related to pension reform fiduciary responsibilities performance guarantees insurance regulations and tax

rulings could adversely affect the results of the Company

In 2007 pension reform legislation
in Argentina was enacted which instituted substantial pension reforms as well as reforms to death and disability

insurance coverage The reform reinstituted the Argentine governments pension plan system and allowed for pension participants to transfer their future

contributions to the Argentine government pension plan system The death and disability insurance reforms relieved the Company of its obligation
to

provide death and disability policy coverages and resulted in the elimination of related insurance liabilities

In December 2008 the Argentine government through adoption of the nationalization law which nationalized the Social Security System by moving

all pension fund assets and new contributions to the government-run pay as you go system effectively eliminated private pension companies in

Argentina

In March 2009 in light of market developments resulting from the Argentine Supreme Court ruling against the 2002 pesification
law and the

implementation by the Company of program to allow the contractholders that had not filed lawsuit to convert to U.S dollars the social security

annuity contracts denominated in pesos by the pesification law the Company reduced its related 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

U.S 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

In February 2011 the Argentine Superintendent of Insurance SSN enacted Resolution No 35615 which affects the reinsurance regulatory

framework From September 2011 cross-border reinsurance oerations were effectively prohibited with some minor exceptions Foreign reinsurers

that have not set up an Argentine reinsurance subsidiary or branch are only able to underwrite risks from Argentine cedants when due to the importance

and type of risk to be ceded there is no local capacity and subject to the approval of the SSN which will be granted on case by case basis and to

the registration of such foreign reinsurer with the SSN

In October 2011 the SSN enacted Resolution No 36162 which affects the Companys ability to invest and diversity abroad From November

2011 insurers will have term of 10 business days to file with the SSN an affidavit reporting all investments located abroad and 50 calendar

days to evidence with the SSN the transfer to Argentina of all the investments and funds located abroad All investments and funds must be located in

Argentina no later than December31 2011 The Company was in compliance with this resolution at December31 2011

Further governmental or legal actions are possible in Argentina Such actions may impact the level of existing assets and 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 rights and obligations which could materially

impact the amounts presented in the consolidated financial statements
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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 lessee has entered into vafous 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

2012 $425 $17 $337

2013 $386 $20 $279

2014 $332 $12 $202

2015 $283 $12 $172

2016 $223 $12 $145

Thereafter $921 $74 $917

The Company previously moved certain of its operations in New York from Long Island City Queens to Manhattan Market conditions which

precluded the Companys immediate and complete sublet of all unused space following this movement of operations resulted in lease impairment

charge of $52 million during 2009 which is included in other expenses within 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 See Note 19 for discussion of $28 million of such charges related to restructuring Additional impairment charges could be incurred

should market conditions change

Commitments to Fund Partnership Investments

The Company makes commitments to fund partnership investments in the normal course of business The amounts of these unfunded

commitments were $4.0 billion and $3.8 billion at December 31 2011 and 2010 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 $5.6 billion and $2.5 billion at

December 31 2011 and 2010 respectively The Company intends to sell the majority of these ohginated residential mortgage loans Interest rate lock

commitments to fund mortgage loans that will be held-for-sale are considered derivatives and their estimated fair value and notional amounts are

included within interest rate forwards See 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 $4.1 billion and $3.8 billion at December31 2011 and 2010 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 The amounts of these

unfunded commitments were $1 .4 billion and $2.4 billion at December31 2011 and 2010 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 disposition investment and other transactions the Company
has provided indemnities and guarantees including those related to tax environmental and other specific liabilities and other indemnities and guarantees

that are triggered by among other things breaches of representations warranties or covenants provided by the Company In addition in the normal

course of business the Company provides indemnifications to counterparties in contracts with triggers similar to the foregoing as well as for certain

other liabilities such as third-party lawsuits These obligationsare 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 .5 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 under these guarantees in 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 indemnities its agents for

liabilities incurred as result of their representation of the Companys 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 in the future

The Company has also guaranteed minimum investment returns on certain international retirement funds in accordance with local laws Since these

guarantees are not subject to limitation with respect to duration or amount the Company does not believe that it is possible to determine the maximum

potential amount that could become due under these guarantees in the future

During the year ended December 31 2011 the Company did not record any additional liabilities for indemnities guarantees and commitments The

Companys recorded liabilities were $5 million at both December31 2011 and 2010 for indemnities guarantees and commitments
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17 Employee Benefit Plans

Pension and Other Postretirement Benefit Plans

The Subsidiaries sponsor and/or administer various U.S qualified and non-qualified defined benefit pension plans and other postretirement

employee benefit plans oovering employees and sales representatives who meet specified eligibility requirements U.S 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 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 well as eamings 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 2011 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 non-U.S pension plans generally

provide benefits based upon either years of credited service and earnings preceding-retirement or points earned on job grades and other factors in

years of service

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 costs of postretirement medical benefits Employees hired after 2003 are

not eligible for any employer subsidy for postretirement medical benefits

In connection with the Acquisition domestic American Life employees who became employees of certain Subsidiaries including those who

remained employees of companies acquired in the Acquisition were credited with service recognized by AIG for purposes of determining 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 certain defined benefit pension plans sponsored by American Life As of

December31 2010 these plans had liabilities of approximately $595 million and assets of approximately $97 million

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 December31 for most Subsidiaries and November30 for American Life
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Obligations Funded Status and Net Periodic Benefit Costs

Includes non-qualified unfunded plans for which the aggregate projected benefit obligation was $997 million and $821 million at December 31

2011 and 2010 respectively

The accumulated benefit obligations for all U.S defined benefit pension plans were $7.8 billion and $6.7 billion at December31 2011 and 2010

respectively The accumulated benefit obligations for all non-U.S defined benefit pension plans were $658 million and $610 million at December 31

2011 and 2010 respectively

Pension Benefits

2011 2010

U.S Plans NonU.S Plans U.S Plans Non-U.S Plans

December31

Other Postretirement Benefits

2011 2010 2011 2010

In millions

2011 2010

Change in benefit obligations

BenefitobligationsatJanuaryl $7043 $6562 $676 87 $1808 $1801 $37 $46

Servicecosts 187 172 64 16 16

Interest costs 404 393 16 106

Plan participants contributions 28 34

Net actuarial gains losses 1072 301 24 267 66

Adquisition divestitures and curtailments 639

Change in benefits 17 81

Prescription drug subsidy 12

Benef its paid 396 385 30 35 132 151
Transfers 13 17
Effect of foreign currency translation 41

Benefit obligations at December31 8327 7043 773 676 2093 1808 39 37

Change in plan assets

Fair value of plan assets at January 6310 5684 178 86 185 06 15 15

Actual return on plan assets 944 708 80 97

Acquisition and divestitures 97

Plan participants contributions 28 34

Employer contributions 250 303 55 22 79 87

Benefits paid 396 385 30 35 132 139

Transfers 13 12

Effect of foreign currency translation

Fair value of plan assets at

December31 7108 6310 185 178 1240 1185 13 15

Over under funded status at

December31 $1219 733 j4 853 623

Amounts recognized in the consolidated

balance sheets consist of

Other assets

Other liabilities

Net amount recognized

Accumulated other comprehensive income

loss

Net actuarial gains losses $2498 $2117 10 25 623 403

Prior service costs credit 30 17 179 286

Accumulated other comprehensive

income loss beforeincometax $2528 $2134 $12 444 117 $3

1219

$1 21

106

839

733

$3

$588

$6

$498

853

853

623

623 $22
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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

Pension Benefits

U.S Plans Non-U.S Plans

December31

2011 2010 2011 2010

In millions

Projected benefit obligations $1 164 $844 $708 $592

Accumulated benefit obligations $1045 $770 $644 $537

Fair value of plan assets 131 13 $121 93

Information for pension and other postretirement benefit plans with projected benefit obligation in excess of plan assets were as follows

Pension Benefits Other Postretirement Benefits

U.S Plans Non-U.S Plans U.S Plans Non-U.S Plans

December 31

2011 2010 2011 2010 2011 2010 2011 2010

In millions

Projected benefit obligations $8327 $1187 $732 $616 $2093 $1808 $39 $37

Fairvalue of plan assets $7108 347 $140 $114 $1240 $1185 $13 $15

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

Interest Costs Interest costs are the time value adjustment on the projected expected pension benefit obligation at the end of each year

ii 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 retum 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 Credit 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 new plans 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 corhponents of net periodic benefit costs and other changes in plan assets and benefit obligations recognized in other comprehedsive income

loss were as follows

Pension Benefits Other Postretirement Benefits

U.S Plans Non-U.S Plans U.S Plans Non-U.S Plans

Years Ended December31

2010 2009 2011 2010

In millions

Service costs $187 $172 $170 64 16 16 22 $1 $1

Amortization of net actuarial gains losses 194 196

Amortization of prior service costs credit _._ _J7
Total recognized in other comprehensive

income loss 394 63 34

Total recognized in net periodic benefit costs

and other comprehensive income loss $735 $158 $443 $108

106 111 125

76 79 72

43 38 42

December31

2010 2009

In millions

Balance atJanuaryl $247 $317

Service costs

Interest costs 16 16

Net actuarial gains losses

Expected prescription drug subsidy

Balance at December31

MetLife Inc

Net Periodic Benefit Costs

2011 2010 2009 2011 2009 2011 2010 2009

Interest costs 404 393 395 16

Sefflement and curtailment costs 17

Expected return on plan assets 448 444 439

Amortization of net actuarial gains losses 194 196 227

knortization of
prior service costs credit 10

Total net periodic benefit costs credit 341 324 380 74 16

Other Changes in Plan Assets and Benefit

Obligations Recognized in Other

Comprehensive Income Loss
Net actuarial gains losses 575 37 310 34 15 262 49 283

Prior service costs credit 17 10 81 167

227 43 38 42

_i _ijp

$308 16 $191 $8 $6

For the year ended December 31 2011 included within other comprehensive income loss were other changes in plan assets and benefit

obligations associated with pension benefits of $394 million for the U.S plans and $34 million for the non-U.S plans and other postretirement benefits

of $327 million for the U.S plans and $5 million for the non-U.S plans for an aggregate reduction in other comprehensive income loss of $760 million

before income tax and $494 million net of income tax

The estimated net actuarial gains losses and prior service costs credit for the U.S pension plans that will be amortized from accumulated other

comprehensive income loss into net periodic benefit costs over the next year are $178 million and $6 million respectively

The estimated net actuarial gains losses and prior service costs credit for the U.S defined benefit other postretirement benefit plans that will be

amortized from accumulated other comprehensive income loss into net periodic benefit costs over the next year are $54 million and $104 million

respectively

The Medicare Modernization Act of 2003 created various subsidies for all U.S sponsors of retiree drug programs Two common ways of providing

subsidies were the Retiree Drug Subsidy ADS and Medicare Part Prescription Drug Plans PDP From 2006 through 2010 the Company applied

for and received the ADS each year The ADS program provides the subsidy through cash payments made by Medicare to the Company resulting in

smaller net claims 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 ADS is presented below As of January 2011 as result of changes made under the

Patient Protection and Affordable Care Act of 2010 the Company no longer applies 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

255 76
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Years Ended December31

2010 2009

In millions

Reduction in net pehodic other postretirement benefit costs

Service costs

Interest costs 16 16

Amortization of net actuarial gains losses 10 11

Total reduction in net periodic benefit costs $29 $29

The Company received subsidies Of $3 million $8 million and $12 million for the years ended December31 2011 2010 and 2009 respectively

Assumptions

Assumptions used in determining benefit obligations were as follows

Pension Benefits Other Postretirement Benefits

U.S Plans Non-U.S Plans1 U.S Plans Non-U.S Plans1

December31 2011

Weighted average discount rate 4.95% 2.33% 4.95% 5.60%

Rate of compensation increase 3.5%-7.5% 2.4%-5.5% N/A N/A

December 31 2010

Weighted average discount rate 5.80% 2.01% 5.80% N/A

Rate of compensation increase 3.5%-7.5% 2.0%-4.0% N/A N/A

Reflects those assumptions that were most appropriate for the local economic environments of each of the Subsidiahes providing such benefits

Assumptions used in determining net periodic benefit costs were as follows

Pension Benefits Other Postretirement Benefits

U.S Plans Non-U.S Plans1 U.S Plans Non-U.S Plans1

Year Ended December 31 2011

Weighted average discount rate 5.80% 2.40% 5.80% 6.34%

Weighted average expected rate of return on plan assets 7.25% 3.19% 7.25% 7.01%

Rate of compensation increase 3.5%-7.5% 3.0%-5.5% N/A N/A

Year Ended December31 2010

Weighted average discount rate 6.25% .76% 6.25% N/A

Weighted average expected rate of return on plan assets 8.00% .32% 7.20% N/A

Rate of compensation increase 3.5%-7.5% 2.0%-4.0% N/A N/A

Year Ended December31 2009

Weighted average discount rate 6.60% N/A 6.60% N/A

Weighted average expected rate of return on plan assets 8.25% N/A 7.36% N/A

Rate of compensation increase 3.5%-7.5% N/A N/A N/A

Reflects those assumptions that were most approphate for the local economic environments of each of the Subsidiaries providing such benefits

The weighted average discount rate for the U.S plans is determined annually based on the yield measured on yield to worst basis of

hypothetical portfolio constructed of high quality debt instruments available on the valuation date which would provide the necessary future cash flows

to pay the aggregate projected benefit obligation when due

The weighted average discount rate for non-U.S pension plans is based on the duration of liabilities on country by country basis The rate was

selected by reference to high quality corporate bonds in developed markets or local government bonds where markets were less robust or nonexistent

The weighted average expected rate of return on plan assets for the U.S plans is based on anticipated performance of the various asset sectors in

which the plans invest weighted by target allocation percentages Anticipated future performance is based on long-term historical returns of the plan

assets by sector adjusted for the Subsidiaries long-term expectations on the performance of the markets While the precise expected rate of retum

derived using this approach will fluctuate from year to year the policy of most of the Subsidiaries is to hold this long-term assumption constant as long

as it remains within reasonable tolerance from the derived rate

The weighted average expected long-term rate of return for the non-U.S pension plans is an aggregation of each countrys expected rate of return

within each asset class For each country the rate of return with respect to each asset class was developed based on building block approach that

considers historical returns current market conditions asset volatility and the expectations for future market returns While the assessment of the

expected rate of return is long-term and not expected to change annually significant changes in investment strategy or economic conditions may

warrant such change The expected rate of return within each asset class together with any contributions made are expected to maintain the plans

ability to meet all required benefit obligations
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The weighted average expected rate of return on plan assets for use in that plans valuation in 2012 is currently anticipated to be 7.00% for U.S

pension benefits and 6.22% for U.S postretirement benefits The weighted average expected rate of return on plan assets for use in that plans

valuation in 2012 is currently anticipated to be 2.05% for non-U.S pension benefits and 6.54% for non-U.S other postretirement benefits

The assumed healthcare costs trend rates used in measuring the APBO and net periodic benefit costs were as follows

December 31

2011 2010

Pre-and Post-Medicare eligible claims 7.3% in 2012 gradually decreasing 7.8% in 2011 gradually decreasing each

each year until 2083 reaching the year until 2083 reaching the ultimate rate

ultimate rate of 4.3% of 4.4%

Assumed healthcare costs trend rates may have significant effect on the amounts reported for healthcare plans change in assumed

healthcare costs trend rates would have the following effects

U.S Plans Non-U.S Plans

One Percent One Percent One Percent One Percent

Increase Decrease Increase Decrease

In millions

Effect on total of service and interest costs components

Effect of accumulated postretirement benefit obligations $195 $1 60

Plan Assets

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 below

Level This category includes investments in fixed maturity securities equity securities derivative securities and short-term investments which

have unadjusted quoted market prices in active markets for identical assets and liabilities

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 throughobservabie 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 U.S and foreign government and corporate securities

Level This category includes separate accounts that are invested in fixed maturity securities equity securities pass-through securities derivative

securities and other invested assets 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

U.S Plans

Most U.S 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

The underlying assets of the separate accounts 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
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The pension and postretirement plan assets and liabilities measured at estimated fair value on recurring basis were determined as described

below These estimated fair values and their corresponding placement in the fair value hierarchy are summarized as follows

December 31 2011

Pension Benefits

Fair Value Measurements at

Reporting Date Using

Other Postretirement Benefits

Fair Value Measurements at

Reporting Date Using

Quoted Quoted

Prices Prices

in Active in Active

Markets Markets

for Significant for Significant

Identical Other Significant Total Identical Other Significant Total

Assets and Observable Unobservable Estimated Assets and Observable Unobservable Estimated

Liabilities Inputs Inputs Fair Liabilities Inputs Inputs Fair

Level Level Level Value Level Level Level Value

In millions

32 $1964

287

218

184

1194

37 3849

$139

29

13

59

160

160 241

$4 143

29

13

60

161

406

$1932

286

213

184

187

2804

38

38

471

10

401

69

47

$3848

206

206

531

$780

1393

287

1680

473

44

405

600

47

$7108

240

55

295

$461

Assets

Fixed maturity securities

Corporate

Federal agencies

Foreign bonds

Municipals

Preferred stocks

US government bonds 1007

Total fixed maturity securities 1008

Equity securities

Common stock domestic 1149

Common stock foreign 287

Total equity securities 1436

Money market securities

Pass-through securities

Derivative securities 30

Short-term investments

Other invested assets

Other receivables

Securities receivable

Total assets $2480

MetLife Inc
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435

$768 $11

242

55

297

89

441

$1240
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December 312010

Pension Benefits

Fair Value Measurements at

Reporting Date Using

Other Postretirement Benefits

Fair Value Measurements at

Reporting Date Using

Quoted Quoted

Prices Prices

in Active in Active

Markets Markets

for Significant for Significant

Identical Other Significant Total Identical Other Significant Total

Assets and Observable Unobservable Estimated Assets and Observable Unobservable Estimated

Liabilities Inputs Inputs Fair Liabilities Inputs Inputs Fair

Level Level Level Value Level Level Level Value

In millions

49 $1577 67 71

175 15 15

147

137 37 38

786 82 82

53 2826 82 123 210

240 1739 359 362

461 77 77

240 2200 436 439

290

323 73 79

90 443 451

471 534

39

70

$766 $6370 $527 $648 $11 $1186

60 $1
60 $1

$766 $6310 $527 $647 $11 $1185

Assets

Fixed maturity securities

Corporate $1528

Federal agencies 175

Foreign bonds 143

Munici pals 137

Preferred stocks

US government bonds 650 136

Total fixed maturity securities 650 2123

Equity securities

Common stock domestic 1406 93

Common stock foreign 461

Total equity securities 1867 93

Money market securities 200 90

Pass-through securities 321

Derivative securities

Short-term investments 11 101

Other invested assets 63

Other receivables 39

Securities receivable 70

Total assets $2709 $2895

Liabilities

Securities payable 60

Total liabilities 60

Total assets and liabilities $2709 $2835
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roliforward of all pension and other postretirement benefit plan assets measured at estimated fair value on recurring basis using significant

unobservable Level inpUts was as follows

Year Ended December31 2011

Fair Value Measurements Using Significant Unobservable Inputs Level

Pension Benefits Other Postretirement Benefits

Fixed Maturity

Securities

Fixed Maturity Equity

Securities Securities

Common Pass- Other Pass-

Foreign Stock- Through Derivative Invested Through Derivative

Corporate Bonds Domestic Securities Securities Assets Corporate Municipals Securities Securities

In millions

Balance January $49 $240 $471

Total realized/unrealized gains losses included in

Earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases

Sales 13

Issuances

Settlements

Transfers into Level

Transfers out of Level

Balance December31 $32

59 85

118 45

97

-- 100 167

$5 $206 $2 $4 $531 $4 $1 $5 $1

Year Ended December 31 2010

Balance January

Total realized/unrealized gains losses included in

Earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases sales issuances and settlements

Transfers into Level

Transfers out of Level

Balance December 31

$1 $6

Fair Value Measurements Using Significant Unobservable Inputs Level

Pension Benefits Other Postretirement Benefits

Fixed Maturity Equity Fixed Maturity

Securities Securities Securities

Common Pass- Other Pass-

Foreign Stock Through Invested Through

Corporate Bonds Domestic Securities Assets Corporate Municipals Securities

In millions

$68 $5 $241 $69 $373 $9

11 78

14

17 71 24

$49 $4 $240 $471 $4 $6
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Fair Value Measurements Using Significant Unobservable Inputs Level

Pension Benefits Other Postretirement Benefits

Fixed Maturity Equity

Securities Securities

Common Pass- Other Pass-

Foreign Stock Through Derivative Invested Through

Corporate Bonds Domestic Securities Securities Assets Securities

In millions

Year Ended December 31 2009

Balance January $57 $460 $80 $40 $392 13

Total realized/unrealized gains

losses included in

Earnings

Net investment income

Net investment gains losses 36 17

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss 21 232 39 59 17

Purchases sales issuances and settlements 13 24 37 36

Transfers into and/or out of Level

Balance December31 $68 $5 $241 $69 $373 $9
See Note for further information about the valuation techniques and inputs by level of major assets of invested assets that affect the amounts

reported above

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 U.S Subsidiaries qualified pension plans are held in insurance group

annuity contracts and the vast majority
of the assets of the postretirement medical plan and backing the retiree life coverage are held in insurance

contracts All of these contracts re issued by Company insurance affiliates and the assets under the contracts are held in insurance separate

accounts that have been 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 specific 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 insurance separate account The assets of the qualified pension plans and postretirement

medical plans the Invested Plans are well diversified across multiple asset categories and across number 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 bf 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

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 table below summarizes the actual weighted average allocation of the fair value of total plan assets by asset class at December31 for the years

indicated and the approved target range allocation by major asset class as of December31 201 for the Invested Plans

Defined Benefit Plan Postretirement Medical Postretirement Life

Actual Allocation Actual Allocation Actual Allocation

Target Target Target

Range 2011 2010 Range 2011 2010 Range 2011 2010

Asset Class

Fixed maturity securities

Corporate
27% 24% 17% 9%

Federal agency

Foreign bonds

Municipals

U.S government bonds

Total fixed maturity securities 50% 80% 53% 44% 50% 100% 51% 3096 0% 96

Equity securities

Common stock domestic 20% 27% 30% 48% 96

Common stock foreign 10

Total equity securities 0% 40% 249o 3596 0% 50% 37% 5896 0% 96

Alternative securities

Money madet securities 96 5% 1% 96 96

Pass-through securities 10

Devatives

Short-term investments 100 100

Other invested assets

Other receivables

Securities receivable

Total alternative securities 10% 20% 23% 21% 10% 20% 129o 1296 100% 100% 100%

Total assets 100% 100% 100% 100% 100% 100%
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Von-US Plans

The pension and postretirement plan assets and liabilities measured at estimated fair value on recurring basis were determined as described

below These estimated fair values and their correhponding placement in the fair value hierarchy are summarized as follows

December31 2011

Quoted Quoted

Prices Prices

in Active in Active

Markets Markets

for Significant for Significant

Identical Other Significant Identical Other Significant

Assets and Observable Unobservable Total Assets and Observable Unobservable Total

Liabilities Inputs Inputs Estimated Liabilities Inputs Inputs Estimated

Level Level Level Fair Value Level Level Level Fair Value

In millions

Assets

Fixed maturity securities

Foreign bonds $96 $96 $13 $13

Total fixed maturity securities 96 96 13

Equity securities

Common stock foreign 43 43

Total equity securities 43 43

Derivative securities 13 13

Short-term investments

Other invested assets 19 19

Real estate

Total assets 45 85 $- $-

December 31 2010

Assets

Fixed maturity securities

Foreign bonds

Total fixed maturity securities

Equity securities

Common stock domestic

Common stock foreign

Total equity securities

Money market securities

Derivative securities

Short-term investments

Other invested assets

Real estate

Total assets

79 80 $15 $15

79 80 15 15

35 43

35 47

10 10

11 11

16 16

$31 $128 $19 $178 $15 $15

12

Pension Benefits

Fair Value Measurements at

Reporting Date Using

Other Postretirement Benefits

Fair Value Measurements at

Reporting Date Using

Other Postretirement Benefits

Fair Value Measurements at

Reporting Date Using

Pension Benefits

Fair Value Measurements at

Reporting Date Using

Quoted

Prices

In Active

Markets Significant

for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs

Level Level Level

$1

Quoted

Prices

In Active

Markets

for

Total Identical

Estimated Assets

Fair Value Level

In millions

Significant

Other
Observable

Inputs

Level

Significant

Unobservable Total

Inputs Estimated

Level Fair Value
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roliforward of all pension and other postretirement benefit plan assets measured at estimated fair value on recuning basis using significant

unobservable Level inputs was as follows

Fair Value Measurements Using Significant Unobservable Inputs Level

Pension Benefits

Derivative Real

Securities Estate

In millions

Year Ended December31 2011

Balance January $1

Total realized/unrealized gains losses included in

Earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases

Sales

Issuances

Settlements

Transfers into Level

Transfers out of Level

Balance December31 $13 $8

Fair Value Measurements Using Significant Unobservable Inputs Level

Pension Benefits

Derivative Real

Securities1 Estate1

In millions

Year Ended December 31 2010

Balance January

Total realized/unrealized gains losses included in

Earnings

Net investment income

Net investment gains losses

Net derivative gains losses

Other revenues

Policyholder benefits and claims

Other expenses

Other comprehensive income loss

Purchases sales issuances and settlements

Transfers into Level 12

Transfers out of Level

Balance December31 $11 $8

Derivative securities and real estate transfers into Level are due to the Acquisition and are not related to the changes in Level classification at the

secririty level

Certain non-U.S 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 intemational pension plans invest directly in high quality equity and

fixed maturity secufties The assets of the non-U.S pension plans are comprised of cash and cash equivalents equity and fixed maturity securities real

estate and hedge fund investments

The assets of the non-U.S pension 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
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policies are oriented toward maximizing the assets of the non-U.S pension plans funded status ii minimizing the volatility of the assets of the

non-U.S pension 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 non-U.S pension plans investments Independent investment consultants are periodically used to evaluate the investment risk of the

non pension plans assets relative to liabilities analyze the economic and portfolio impact of various asset allocations and management strategies

and recommend asset allocations

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

The table below summarizes the actual weighted average allocation of the fair value of total plan assets by asset class at December 31 for the years

indicated and the approved target allocation by major asset class as of December 31 2011 for the plans

Defined Benefit Plan Other Postretirement Plans

Actual Allocation Actual Allocation

Target 2011 2010 Target 2011 2010

Asset Class

Fixed maturity securities

Foreign bonds 52% 45% 100% 100%

Total fixed maturity securities 61% 52% 45% 100% 100% 100%

Equity securities

Common stock domestic 2%

Common stock foreign 23 24

Total equity securities 27% 23% 26%

Alternative securities

Money market securities 6%

Short term investments

Other invested assets 22 20

Total alternative securities 12% 25% 29%

Total assets 100% 100% 100% 100%

Expected Future Contributions and Benefit Payments

It is the Subsidiaries practice to make contributions to the U.S qualified pension plan to comply with minimum funding requirements of ERISA In

accordance with such practice no contributions were required for 2012 The Subsidiaries expect to make discretionary contributions to the qualified

pension plan of $205 million in 2012 For information on employer contributions see Obligations Funded Status and Net Periodic Benefit Costs

Benefit payments due under the U.S non-qualified pension plans are primarily funded from the Subsidiaries general assets as they become due

under the provision of the plans therefore benefit payments equal employer contributions The U.S Subsidiaries expect to make contributions of $88

million to fund the benefit payments in 2012

U.S and non-U.S postretirement benefits are either not vested under law non-funded obligation of the Subsidiaries or ii 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 The U.S Subsidiaries expect to make contributions of $75 million towards benefit

obligations in 2012 to pay postretirement medical claims

As noted 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 10 years which reflect expected future service where appropriate are expected to be as follows

Pension Benefits Other Postretirement Benefits

U.S Plans Non-U.S Plans U.S Plans Non-U.S Plans

In millions

2012 448 38 $109

2013 424 41 $111

2014 456 45 $114

2015 457 50 $117

2016 474 58 $118

2017-2021 $2687 $322 $605 $14
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Additional Information

As previously discussed most of the assets of the U.S pension and other postretrement benefit plans are held in group annuity and life insurance

contracts issued by the Subsidiaries Total revenues from these contracts recognized in the consolidated statements of operations were $47 million

$46 million and $45 million for the years ended December 31 2011 2010 and 2009 respectively and included policy charges and net investment

income from investments backing the contracts and administrative fees Total investment income loss including realized and unrealized gains losses

credited to the account balances was $885 million $767 million and $725 million for the years ended December 31 2011 2010 and 2009

respectively The terms of these contracts are consistent in all material respects with those the Subsidiaries offer to unaffiliated parties that are similarly

situated

Savings and In vestment Plans

The Subsidiaries sponsor the U.S savings and investment plans for substantially all Company employees under which portion of employee

contributions are matched The Subsidiaries contributed $95 million $86 million and $93 million for the years ended December 31 2011 2010 and

2009 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 in 2010 See Convertible Preferred Stock below

MetLife Inc 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

MetLife Inc has outstanding 60 million shares of 6.50% Non-Cumulative Preferred Stock Series the Series preferred shares with

$0.01 par value per share and liquidation preference of $25 per share

The Preferred Stock ranks senior to the common stock with respect to dividends and liquidation rights Dividends on the Preferred Stock are not

cumulative Holders of the Preferred Stock will be entitled to receive dividend payments only when as and if declared by MetLife Inc.s Board of

Directors or duly authorized committee of the Board If dividends are declared on the Series preferred shares they will be payable quarterly in

arrears at an annual rate of the greater of .00% above three-month LIBOR on the related LIBOR determination date or ii 4.00% Any dividends

declared on the Series preferred shares will be payable quarterly in arrears at an annual fixed rate of 6.50% Accordingly in the event that dividends

are not declared on the Preferred Stock 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 MetLife Inc 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 MetLife Inc.s common stock or any other

securities ranking junior to the Preferred Stock unless the full dividends for the latest completed dividend period on all Preferred Stock and any parity

stock have been declared and paid or provided for

MetLife Inc is prohibited from declaring dividends on the Preferred Stock if it fails to meet specified capital adequacy net income and equity levels

In addition under Federal Reserve Board policy MetLife Inc may not be able to pay dividends if it does not earn sufficient operating income

The Preferred Stock does 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 holders of the Preferred Stock have

certain voting rights with respect to members of the Board of Directors of MetLife Inc

The Preferred Stock is not subject to any mandatory redemption sinking fund retirement fund purchase fund or similar provisions The Preferred

Stock is redeemable at MetUfe Inc.s option in whole or in part at redemption phce of $25 per share of Preferred Stock plus declared and unpaid

dividends

In December 2008 MetLife Inc entered into an 8CC related to the Preferred Stock As part of such RCC MetLife Inc agreed that it will not repay

redeem or purchase the Preferred Shares on or before December 31 2018 unless subject to certain limitations it has received proceeds during

specified period from the sale of specified replacement securities The RCC is for the benefit of the holders of the related Covered Debt which was

initially the Senior Notes As result of the issuance of the 10.750% JSDs the 10.750% JSDs became the Covered Debt with respect to and in

accordance with the terms of the RCC relating to the Preferred Shares The RCC will terminate upon the occurrence of certain events including the

date on which MetLife Inc has no series of outstanding eligible debt securities
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Information on the declaration record and payment dates as well as per share and aggregate dividend amounts for the Preferred Shares was as

follows

Dividend

Series Per Series Series Per Series

Declaration Date Record Date Payment Date Share Aggregate Share Aggregate

In millions except per share data

November 15 2011 November30 2011 December 15 2011 $0 2527777 $0 4062500 $24

August 15 2011 August3l2011 September15 2011 $02555555 $04062500 24

May 16 2011 May3l2011 June 15 2011 $02555555 $04062500 24

March 2011 February 28 2011 March 15 2011 $0 2500000 $04062500 24

$26 $96

November 15 2010 November30 2010 December15 2010 $02527777 $04062500 $24

August 16 2010 August31 2010 September 15 2010 $02555555 $04062500 24

May 17 2010 May31 2010 June 15 2010 $02555555 $04062500 24

March5 2010 February 28 2010 March 15 2010 $02500000 $04062500 24

$26 $96

November 16 2009 November 30 2009 December 15 2009 $02527777 $04062500 $24

August 17 2009 August31 2009 September 15 2009 $02555555 $04062500 24

May15 2009 May3l2009 June 15 2009 $02555555 $04062500 24

March 2009 February 28 2009 March 16 2009 $02500000 $04062500 24

$26 $96

See Note 24 for information on subsequent dividends declared

Convertible Preferred Stock

In connection with the financing of the Acquisition in November 2010 MetLife Inc issued to AM Holdings 6857000 shares of convertible preferred

stock with $0.01 par value per share liquidation preference of $0.01 per share and fair value of $2.8 billion On March 2011 MetLife Inc

repurchased and canceled all of the convertible preferred stock for $3.0 billion in cash which resulted in preferred stock redemption premium of $146

million See Note

For purposes of the earnings per common share calculation for the year ended December 31 2010 the convertible preferred stock was assumed

converted into shares of common stock for both basic and diluted weighted average common shares See Note 20

Common Stock

/ssuances

In March 2011 MetLife Inc issued 68570000 new shares of its common stock in public offering at price of $43.25 per share for gross

proceeds of $3.0 billion In connection with the offering of common Łtock MetLife Inc incurred $16 million of issuance costs which have been

recorded as reduction of additional paid-in capital The proceeds were used to repurchase the convertible preferred stock issued to AM Holdings in

November 2010 See Note

In November 2010 MetLife Inc issued to AM Holdings in connection with the financing ot the Acquisition 78 239 712 new shares of its common

stock at $40.90 per share with fair value of $3.2 billion

In August 2010 MetLife Inc issued 86 250 000 new shares of its common stock at price of $42 00 per share for gross proceeds of $3 billion

In connection with the offering of common stock MetUfe Inc incurred $94 million of issuance costs which have been recorded as reduction of

additional paid-in capital

In February 2009 MetLife Inc delivered 24343154 shares of newly issued common stock for $1 .0 billion The issuance was made in connection

with the initial settlement of stock purchase contracts issued as part
of common equity units sold in 2005

During the years ended December31 2011 and 2010 3549211 and 2182174 new shares of common stock were issued for $115 million and

$74 million respectively 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 the year ended December 31 2009 There were no shares of

common stock issued from treasury stock during the year ended December 31 2011 During the years ended December 31 2010 and 2009

332121 shares and 861 586 shares of common stock were issued from treasury stock for $18 million and $46 million respectively to satisfy various

stock option exercises and other stock-based awards

Repurchase Programs

At December31 2011 MetLife Inc had $1 .3 billion remaining under its common stock repurchase program authorizations During the years ended

December31 2011 2010 and 2009 MetLife Inc did not repurchase any shares

Under these authorizations MetLife Inc 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 Securities Exchange Act of 1934 and in privately negotiated

transactions Any future common stock repurchases will be dependent upon several factors including the Companys capital position its liquidity its
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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 approvals as well as other legal and accounting factors

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 25 2011 November 2011 December 14 2011 $0.74 $787

October 26 2010 November 2010 December 14 2010 $0.74 $7841

October 29 2009 November 2009 December 14 2009 $0.74 $610

Includes dividends on convertible preferred stock see Convertible Preferred Stock above

Stock-Based Compensation Plans

Description of Plans for Employees and Agents General Terms

The MetLife Inc 2000 Stock Incentive Plan 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 under Section 422A of the

Code or are non-qualified By December 31 2009 all awards under the 2000 Stock Plan had either vested or been forfeited No awards have been

made under the 2090 Stock Plan since 2005

Under the MetLife Inc 2005 Stock and Incentive Compensation Plan the 2005 Stock Plan awards granted to employees and agents may be in

the form of Stock Options Stock Appreciation Rights Restricted Stock or Restricted Stock Units Performance Shares or Performance Share Units

Cash-Based Awards and Stock-Based Awards each as defined in the 2005 Stock Plan with reference to MetLife Inc common stock

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 2000 Stock 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

under that plan by one and each share issued under the 2005 Stock Plan in connection with awards other than Stock Options or Stock Appreciation

Rights reduces the number of shares remaining for issuance under that plan by 1.179 shares At December 31 2011 the aggregate number of shares

remaining available for issuance pursuant to the 2005 Stock Plan was 31803801 Stock Option exercises and other awards settled in shares are

satisted 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 UnitO The majority of the awards granted each year under the 2005 Stock Plan are made in the first quarter of each year

Certain stock-based awards provide solely for cash settlement based on changes in the price of MetLife Inc common stock and other tactors

Phantom Stock-Based Awards Such awards are made under the MetLife Inc Intemational Unit Option Incentive Plan the MetLife International

Performance Unit Incentive Plan and the MetLife International Restricted Unit Incentive Plan

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 have been made under the 2000 Directors Stock

Plan since 2004

Under the MetLife Inc 2005 Non-Management Director Stock Compensation Plan the 2005 Directors Stock Plan awards granted may be in the

form ot non-qualified Stock Options Stock Appreciation Rights Restricted Stock or Restricted Stock Units or Stock-Based Awards each as defined in

the 2005 Directors Stock Plan with reference to MetLife Inc common stock to non-management Directors of MetLife Inc The number of shares

authorized for issuance under the 2005 Directors Stock Plan is 2000000 There were no shares carried forward from the 2000 Directors Stock Plan to

the 2005 Directors Stock Plan At December 31 2011 the aggregate number of shares remaining available for issuance pursuant to the 2005 Directors

Stock Plan was 1777288 Stock Option exercises and other awards settled 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 Directors Plan is recognized based on the number of shares awarded The Stock-Based

Awards granted under the 2005 Directors Plan have vested immediately The majority of the awards granted each year under the 2005 Directors Stock

Plan are made in the second quarter of each year
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Compensation Expense Related to Stock-Based Compensation

The components of compensation expense related to stock-based compensation which includes compensation expense related to Phantom

Stock-Based Awards and excludes the insignificant compensation expense related to the 2005 Directors Stock Plan were as follows

Years Ended December 31

2011 2010 2009

In millions

Stock Options 58 $45

Performance Shares1 68 29

Restricted Stock Units _i .1_p

Total compensation expenses

Income tax benefits $50

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

Expense

In millions

Stock Options $52

Performance Shares $44

Restricted Stock Units $23

Stock Options

Stock Options are the contingent right of award holders to purchase shares of MetLife Inc common stock at stated pce for limited time All

Stock Options have an exercise price equal to the closing price-of MetUfe Inc common stock reported on the NYSE on the date of grant and have

maximum term of 10 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 2011 was as follows

Weighted

Average

Remaining

Shares Under Weighted Average Contractual

Option Exercise Price Term

Years

Outstanding at January 2011 32702331

Granted2 5471 447

2944529

317342

198381

Outstanding at December 31 2011 34713526

Aggregate number of stock options expected to vest at future

date as of December31 2011 33596536

Exercisable at December31 2011 24345356

$38.47 5.30 $195

$45.16

$29.83

$42.32

$38.34

$40.22 5.35

$40.31 5.25

$41.06 402

The aggregate intrinsic value was computed using the closing share price onDecember 30 2011 of $41 .18 and December 31 2010 of $44.44

as applicable

The total fair value on the date of the grant was $78 million

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 described below include expected volatility of the price of MetLife Inc common stock risk-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 and call options on that common stock traded on the

open market The Company uses weighted-average of the implied volatility for publicly-traded call options with the longest remaining maturity nearest

to the money as of each valuation date and the historical volatility calculated using monthly closing prices of MetLife Inc.s common stock The

Company chose monthly measurement interval for historical volatility as it believes this better depicts the nature of employee option exercise decisions

being based on longer-term trends in the price of the underlying shares rather than on daily price movements

$55

11

$84 $69

$29 $24

December 31 2011

Weighted Average

Period

Years

1.82

1.76

1.82

Exercised

Expired

Forfeited

Aggregate
Intiinsic

Value1

In millions
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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

date and held constant over the life of the Stock Option

The binomial lattice model used by the Company incorporates the contractual term of the Stock Options and then factors in expected exercise

behavior 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

The following table presents the weighted average assumptions with the exception of risk-free rate which is expressed as range used to

determine the fair value of Stock Options issued

Years Ended December31

Dividend
yield

Risk-free rate of return

Expected volatility

Exercise multiple

Post-vesting termination rate

Contractual term years

Expected life years

Weighted average exercise price of stock options granted

Weighted average fair value of stock options granted

The following table presents summary of Stock Option exercise activity

Years Ended December 31

2011 2010 2009

In millions

$22 $1

$52 $8
Tax benefit realized from stock options exercised $14

Performance Shares

Performance Shares are units that if they vest are multiplied by performance factor to produce number of final Performance Shares 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

dividends to 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 The performance factor was 0.90 for the January 2008

December 31 2010 performance period

The following table presents summary of Performance Share activity for the year ended December 31 2011

Performance

Shares

Outstanding at January 2011 4155574

Granted1 1783070

Forfeited 89725
Payable2 824825

Outstanding at December31 2011 5024094
______

Performance Shares expected to vest at future date as of December31 2011 4729890

The total fair value on the date of the grant was $76 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 periods At December 31 2011 the three year performance period for the

2011 2010 2009

1.65% 2.11% 3.15%

0.29%-5.51 0.35%-5.88% 0.73%-6.67%

32.64% 34.41% 44.39%

1.69 1.75 1.76

3.36% 3.64% 3.70%

10 10 10

$45.16 $35.06 $23.61

$14.27 $11.29 $8.37

Total intrinsic value of stock options exercised $41

Cash received from exercise of stock options $88

Weighted Average
Grant Date

Fair Value

$31.91

$42.84

$32.79

$57.95

$31.50

$32.35
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2009 Performance Share grants was completed but the performance factor had not yet been calculated Included in the immediately preceding table

are 1791 609 outstanding Performance Shares to which the 2009-2011 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

The following table presents summary of Restricted Stock Unit activity for the year ended December31 2011

Weighted Average

Restricted Stock Grant Date

Units Fair Value

Outstanding at January 2011 937 172 $29 63

Granted1 734159 $41.94

Forfeited 61160 $35.36

Payable2 47322 $44.35

Outstanding at December31 2011 1562849 $34.74

Restricted Stock Units expected to vest at future date as of December31 2011 1562849 $34.74

The total fair value on the date of the grant was $31 million

Includes both shares paid and shares deferred for later payment

Liabi/ityAwards Phantom Stock-Based Awards

Certain MetLife international subsidiaries have granted Phantom Stock-Based Awards in the form of Unit Options Restricted Units and Performance

Units These share-based cash settled awards are recorded as liabilities until payout is made Unlike share-settled awards which have fixed grant-

date fair value the fair value of unsettled or unvested liability awards is remeasured at the end of each reporting period based on the change in fair value

of one share of MetLife Inc common stock The liability and corresponding expense are adjusted accordingly until the award is settled

Unit Options

Each Unit Option is the contingent right
of the holders to receive cash payment equal to the closing price of one share of MetLife Inc common

stock on the surrender date less the closing price on the grant date if the difference is greater than zero The vast majority of Unit Options .have

become or will become eligible
for surrender at rate of one-third of each award on each of the first three anniversaries of the grant date Other Unit

Options have become or will become eligible for surrender 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

Restricted Units

Restricted Units are units that if they vest are payable in cash equal to the closing price of MetLife Inc common stock on the last day of the

restnction period The vast majonty of Restricted Units normally vest in their entirety on the third anniversary of their grant date Vesting is subject to

continued service except for employees who are retirement eligible and in certain other limited circumstances

Performance Units

Performance Units are units that if they vest are multiplied by performance factor to produce number of final Performance Units which are

payable in cash equal to the closing price of MetLite Inc common stock on date following the last day of the three-year performance period

Performance Units are accounted for as liability 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 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

Performance Units 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 Units 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
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Outstanding at January 2011

Granted

Exercised

Forfeited

Paid _________ _______

Outstanding at December31 2011
_________ _______ _______

Units expected to vest at future date as of December31 2011 083370
_______ _______

Statutory Equity and Income

Except for American Life each insurance companys state of domicile imposes minimum risk-based capital RBC requirements that were

developed by the National Association of Insurance Commissioners NAIC The formulas for determining the amount of ABC 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 NAIC to authorized control level ABC as defined by the NAIC Companies below specific trigger

points or ratios are classified within certain levels each of which requires specified corrective action Each of MetLife Inc.s U.S insurance subsidiaries

exceeded the minimum ABC requirements for all periods presented herein

American Life does not write business in Delaware or any other domestic state and as such is exempt from ABC by Delaware law 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 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 practices Modifications by the various state insurance departments may impact the effect of Statutory Codification on the

statutory capital and surplus of MetLife Inc.s U.S insurance subsidiaries

Statutory accounting principles differ from GAAP primarily by charging policy acquisition costs to expense as incurred establishing future policy

benefit liabilities using different actuarial assumptions reporting surplus notes as surplus instead of debt and valuing securities on different basis

In addition certain assets are not admitted under statutory accounting principles and are charged directly to surplus The most significant 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 unaudited was as follows

Years Ended December31

Stateof Domicile 2011 2010 2009

In millions

Metropolitan Life Insurance Company New York $1 970 $2066 $1 221

American Life Insurance Company1

MetLife Insurance Company of Connecticut

Metropolitan Property and Casualty Company

Metropolitan Tower Life Insurance Company

MetLife Investors Insurance Company

Delaware American Life Insurance Company Delaware 13

Represents approximate statutory net income loss unaudited

Statutory capital
and surplus unaudited was as follows at

The following table presents summary of Liability Award activity for the year ended December31 2011

Performance

Unit Options Units

811221 139893

369665 125710

29068

68448 6825

25521

1083370 233257

Restricted

Units

216251

340750

44680

14
510681

209931 459613

Delaware 334 803

Connecticut 46 668

Rhode Island 41 273

Delaware 63 151

Missouri 94 153

N/A

81

266

57

49

N/A

Metropolitan Life Insurance Company

American Life Insurance Company1

MetLife Insurance Company of Connecticut

Metropolitan Property and Casualty Company 1857 1845

December 31

2011 2010

In millions

$13507 $13217

3310 4321

5133 5105

Metropolitan Tower Life Insurance Company

MetLife Investors Insurance Company

Delaware American Life Insurance Company 51 29

Represents approximate statutory capital and surplus unaudited

828 805

600 499
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Dividend Restrictions

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

2012 2011 2010

Permitted w/o Permitted wlo Permitted wlo

Company Approval1 Paid Approval3 Paid2 Approval3

In millions

Metropolitan Life Insurance Company $1 350 $1 3214 $1 321 $631 $1 262

American Life Insurance Company 1685 661 6615 5115

MetLife Insurance Company of Connecticut 504 517 517 $330 659

Metropolitan Property and Casualty Insurance Company 30 $260

Metropolitan Tower Ufe Insurance Company 82 80 80 $5697 93

MetLife Investors Insurance Company 18

Delaware American Life Insurance Company 12

Reflects dividend amounts that may be paid during 2012 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 2012 some or all of such dividenda 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 transferred to MetLife Inc of $170 million and $399 million during the years ended December31 2011 and 2010 respectively

Reflects approximate dividend amounts permitted to be paid without prior regulatory approval

Reflects the respective dividends paid since the Acquisition Date See Note

Includes shares of an affiliate distributed to MetLife Inc as an in-kind dividend of $475 million

Under New York State Insurance Law MLIC is permitted without prior insurance regulatory clearance to pay stockholder dividends to MetLife Inc

as long as the aggregate amount of all such dividends in any calendar year does not exceed the lesser 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 immediatey preceding calendar year excluding

realized capital gains MLIC will be permitted to pay dividend to MetLife Inc 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 Superintendent and 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 DelAm and MTL is permitted without prior insurance regulatory clearance to pay

stockholder dividend to MetLife Inc as long as the amount of the dividend 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 pieceding calendar year excluding realized capital gains Each of American Life DelAm and MTL will be permitted

to pay dividend to MetLife Inc 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 Delaware Commissioner and the Delaware Commissioner either approves the distribution

of the dividend or does not disapprove the distribution within 30 days of its filing
In addition any dividend that exceeds earned surplus defined as

unassigned funds as of the last filed annual statutory statement requires 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 shareholders

Under Connecticut State Insurance Law MICC is permitted without prior insurance regulatory clearance to pay stockholder 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 calendaryear or 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 any dividend that exceeds eamed 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 repuires 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 MetLife

Inc 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 MPO will be permitted to pay dividend to MetLife Inc 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 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
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755

260

105

37

6339

2174

93

33

5484

135

494

4848

38

4265

350

96

4011

52

4058

11299

63

102

11260

11

76J

$11195

Under Missouri State Insurance Law MetLife Investors Insurance Company MLIIC is permitted without prior insurance regulatory clearance to

pay stockholder dividend to its parent as long as the amount of the dividend 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 excluding net realized capital gains MLIIC will be permitted to pay cash dividend to

its parent 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

Missouri Commissioner of Insurance the Missouri Commissioner and the Missouri Commissioner does not disapprove the distribution within 30 days

of its filing In addition any dividend that exceeds earned surplus defined as unassigned funds as of the last filed annual statutory statement requires

insurance regulatory approval Under Missouri State Insurance Law the Missouri 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

Other Comprehensive Income Loss
The following table sets forth the balance and changes in accumulated other comprehensive income loss including reclassification adjustments

required for the years ended December 31 2011 2010 and 2009 in other comprehensive income loss that are included as part of net income for the

current year that have been reported as part of other comprehensive income loss in the current or prior year

Years Ended December31

2011 2010 2009

In millions

Holding gains losses on investments arising during the year $13946 $10092 $18548

Income tax effect of holding gains losses 4783 3516 6243

Reclassification adjustments for recognized holding gains losses included in current year

income 733 1464

Income tax effect
255 493

Unrealized investment loss of subsidiary at the date of disposal

Income tax on unrealized investment loss of subsidiary at the date of disposal

Allocation of holding gains losses on investments relating to other policyholder amounts 2813 2979

Income tax effect of allocation of holding gains losses to other policyholder amounts 980 1002

Allocation of holding gains losses on investments relating to other policyholder amounts of

subsidiary at the date of disposal

Income tax effect of allocation of holding gains losses on investments relating to other

policyholder amounts of subsidiary at the date of disposal _______ _______ _______

Net unrealized investment gains losses net of income tax

Foreign currency translation adjustments net of income tax

Foreign currency translation adjustments of subsidiary at the date of disposal

Defined benefit plans adjustment net of income tax _______ _______ _______

Other comprehensive income loss

Other comprehensive income loss attributable to noncontrolling interests ________ ________ ________

Other comprehensive income loss attributable to MetLife Inc excluding cumulative effect of

change in accounting principle 4886 4006 11271

Cumulative effect of change in accounting principle net of income tax of $0 $27 million and

$40 million see Note

Other comprehensive income loss attributable to MetLife Inc 4886
_______ _______
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19 Other Expenses

Information on other expenses was as follows

Years Ended December31

2011 2010 2009

In millions

Compensation $5287 3575 3394

Pension postretirement post employment benefit costs 463 380 452

Commissions 6378 3607 3393

Volume-related costs 335 379 407

Interest credited to bank deposits 95 137 163

Capitalization of DAC 858 299 976

Amortization of DAC and VOBA 5391 2843 1289

Amortization of negative VOBA 697 64
Interest expense on debt and debt issuance costs 1629 1550 1044

Premium taxes licenses fees 633 513 526

Professional services 1597 1103 901

Rent net of sublease income 426 305 383

Other 3051 1735 1545

Total other expenses $17730 $12764 $10521

Capitalization of DAC and Amortization of DAC and VOBA
See Note for DAC and VOBA by segment and roll forward of each including impacts of capitalization and amortization See also Note 10 for

description of the DAC amortization impact associated with the closed block

Interest Expense on Debt and Debt Issuance Costs

See Notes 11 12 13 and 14 for aifribution of interest expense by debt issuance Interest expense on debt and debt issuance costs includes

interest expense related to CSEs See Note

Lease Impairments

See Note 16 for description of lease impairments included within other expenses

Costs Related to the Acquisition

Transaction and Integration-Related Expenses

The Company incurred transaction costs of $3 million and $100 million for the years ended December 31 2011 and 2010 respectively

Transaction costs represent costs directly related to effecting the Acquisition and primarily include banking and legal expenses Such costs have been

expensed as incurred within Corporate Other

Integration-related costs were $362 million and $176 million for the years ended December 31 2011 and 2010 respectively Integration-related

costs represent costs directly related to
integrating ALICO including expenses for consulting rebranding and the integration of information systems

Such costs have been expensed as incurred and as the integration of ALICO is an enterprise-wide initiative these expenses are reported within

Corporate Other

Restructuring Charges

As part of the integration of ALICOs operations management initiated restructuhng plans focused on increasing productivity and improving the

efficiency of the Companys operations See Note Estimated restructuring charges may change as management continues to execute its

restructuring plans Management anticipates further restructuhng charges including severance contract termination costs and other associated costs

through the year ended December 31 2013 However such restructuring plans are not sufficiently developed to enable management to make an

estimate of such restructuhng charges at December 31 2011
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Restructuring charges associated with restructuring plans related to the Acquisition are included in other expenses within Corporate Other Such

restructuring charges included

Years Ended December31

2011 2010

In millions

Balance at january
10

Restructuring charges
46 10

Cash payments J4
Balance at December31 iQ

Restructuring charges incurred in current period $46 $10

Total restructuring charges incurred since inception of restructuring plans $56 $10

Other Restructuring Charges

In September 2008 the Company began an enterprise-wide cost reduction and revenue enhancement initiative which was fully implemented by

December 31 2011 This initiative was focused on reducing complexity leveraging scale increasing productivity aud impro\ihgthØ effectiveness of the

Companys operations as well as providing foundation for future growth

These restructuring charges are included in other expenses As the expenses relate to an enterprise-wide initiative they are reported within

Corporate Other Restructuring charges associated with this enterprise-wide initiative were as follows

Years Ended December 31

2011 2010 2009

In millions

Balance at January
36 86

Severance charges
17 84

Change in severance charge estimates

Cash payments __
Balance at December31

Restructuring charges incurred in current period $1 $16 $76

Total restructuring charges incurred since inception of initiative $194 $193 $177

Changes in severance charge estimates were 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
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Weighted Average Shares

Weighted average common stock outstanding for basic earnings per

common share1

Incremental common shares from assumed

Stock purchase contracts underlying common equity units2

Exercise or issuance of stock-based awards3 ______________ ____________ ____________

Weighted average common stock outstanding for diluted earnings per

common share1 068 094 360 889 567 878 818462 150

Income Loss from Continuing Operations

Income loss from continuing operations net of income tax 6951 2747 2336

Less Income loss from continuing operations net of income tax

aft ributable to noncontrolling interests 10

Less Preferred stock dividends

Preferred stock redemption premium ______________ ____________ ____________

Income loss from continuing operations not of income tax available to

MetLife Inc.s common shareholders
______________ ____________ ____________

Basic
_____________ ___________ ___________

Diluted
_____________ ___________ ___________

Income Loss from Discontinued Operations

frcOme loris from discontinued operations net of income tax

Less Income loss from discontinued operations net of income tax

attributable to noncontrolling interests

Income loss from discontinued operations net of income tax available to

MetLife Inc.s common shareholders 20
___________ ___________

Basic 0.02 __________ __________

Diluted 0.02
___________ ___________

Net Income Loss
Net income loss

Less Net income loss attributable to noncontrolling interests

Less Preferred stock dividends

Preferred stock redemption premium

Net income loss available to MetLife Inc.s common shareholders

Basic

MetLife lnc

Notes to the Consolidated Financial Statements Continued

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 eamingri per conimon share for each income category presented below

Years Ended December 31

2011 2010 2009

in miftions except share and per share data

1059580442 882436532 818462150

1641444

6872474 7131346

146

6693

632

6.27

32

122 122 122

2629 2426

2.98 2.96

2.96 2.96

20 39 58

58

0.07

0.07

2278

32

122

2368

2.89

2.89

39

0.04

0.04

2786

122

2668

3.02

3.00

6971

10

122

146

6713

6.34

6.29Diluted

For purposes of the earnings per common share calculation for the year ended December 31 2010 the convertible preferred stock was assumed

converted into shares of common stock for both basic and diluted weighted average shares See Note 18

See Note 14 for description of the Companys common equity units

For the year ended December 31 2009 4213700 shares related to the assumed exercise or issuance of stock-based awards have been

excluded from the calculation of diluted eamings per common share as these assumed shares are anti-dilutive
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21 Quarterly Results of Operations Unaudited

The unaudited quarterly results of operations for 201 and 2010 are summarized in the table below

Three Months Ended

$15911

$14429

1054

41
1013

1006

30

146

830

$17148

$15430

1199

31

1230

1237

31

1206

$20457

$15152

3571

3576

3582

30

3552

3.350.82

0.04

0.95

0.78

1.11

0.03

1.17

1.14

3.38

3.35

0.82

0.04

0.94

0.78

March 31 June 30 September 30 December 31

In millions except per share data

2011

Total revenues $16746

Total expenses
$15225

Income loss from continuing operations net of income tax 27

Income loss from discontinued operations net of income tax 25

Net income loss
152

Less Net income loss attributable to noncontrolling interests

Net income loss attributable to MetLife Inc
156

Less Preferred stock dividends 31

Preferred stock redemption premium

Net income loss available to MetLife Inc.s common

shareholders 125

Basic earnings per common share

Income loss from continuing operations net of income tax

available to MetLife Inc.s common shareholders .04

Income loss from discontinued operations net of income tax

attributable to MetLife Inc 0.02

Net income loss attributable to MetUfe Inc .09

Net income loss available to MetUfe Inc.s common

shareholders .06

Diluted earnings per common share

Income loss from continuing operations net of income tax

available to MetLife Inc.s common shareholders .04

Income loss from discontinued operations net of income tax

attributable to MetLife Inc 0.02

Net income loss attributable to MetLife Inc .08

Net income loss available to MetLife Inc.s common

shareholders 1.06

2010

Total revenues $12690

Total expenses
$12710

Income loss from continuing operations net of income tax 66

Income loss from discontinued operations net of income tax 19

Net income loss 85

Less Net income loss attributable to noncontrolling interests

Net income loss attributable to MetLife Inc 82

Less Preferred stock dividends 31

Net income loss available to MetLife Inc.s common

shareholders 51

Basic earnings per common share

Income loss from continuing operations net of income tax

available to MetLife Inc.s common shareholders 0.03

Income loss from discontinued operations net of income tax

attributable to MetLife Inc 0.02

Net income loss attributable to MetLife Inc 0.08

Net income loss available to MetLife Inc.s common

shareholders 0.05

Diluted earnings per common share

Income loss from continuing operations net of income tax

available to MetLife Inc.s common shareholders 0.96 1.83 0.32 0.03

Income loss from discontinued operations net of income tax

attributable to MetLife Inc 0.01 0.01 0.02

Net income loss attributable to MetLife Inc .01 1.87 0.36 0.08

Net income loss available to MetLife Inc.s common

shareholders 0.05

1.10

0.03

1.16

1.13

3.33

3.36

3.33

$13098

$11915

828

834

835

30

$14139

$11775

1536

11

1547

10
1557

31

$12338

$1 1953

317

320

316

30

286805 1526

0.97

0.01

1.02

0.98

1.84

0.01

1.90

0.33

0.36

0.331.85

097 1.84 0.32
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22 Business Segment Information

MetLife is organized into six segments Insurance Products Retirement Products Corporate Benefit Funding and Auto Home collectively U.S
Business and Japan and Other International Regions collectively International The assets liabilities and operating results relating to the Acquisition

are included .in the Japan and Other International Regions segments Prior year results have been adjusted to conform to the current year presentation

In addition the Company reports certain of its results of operations in Corporate Other which includes MetLife Bank and other business activities On

November 21 2011 MetLife Inc anrtbuncedthat it will be reorganizing its business into three broad geographic regions The Americaq Europe the

Middle East and Africa EMEA and Asia and creating global employee benefits business to better reflect its global reach While the Company has

initiated certain changes in response to this announcement management continued to evaluate the performance of the operating segments under the

existing segment structure as of December 31 2011

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 Life Individual Life and Non-Medical Health Group 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 group short and long term

disability individual
disability income LTC critical illness and accidental death dismemberment coverages Retirement Products offers

variety of

variable and fixed annuities Corporate Benefit Funding offers pension risk solutions structured settlements stable value and investment products and

other benefit funding products Auto Home provides personal lines property and casualty insurance including private passenger automobile

homeowners and personal excess liability insurance

Japan life insurance products include whole life term life variable life and universal life products Japan also provides accident and health insurance

fixed and variable annuities and endowment products These products are offered to both individuals and groups Other International Regions provides

life insurance accident and health insurance credit life insurance annuities endowment and retirement savings products to both individuals and

groups

Corporate Other contains the excess capital not allocated to the segments external integration costs internal resource costs for associates

committed to acquisitions and various start-up and run-off entities Additionally Corporate Other includes interest expense related to the majority of

the Companys outstanding debt expenses associated with certain legal proceedings the financial results of MetLife Bank see Note and income tax

audit issues 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 operating earnings is the Companys measure of segment performance and is

reported below Operating earnings should not be viewed as substitute for GMP income loss from continuing operations net of income tax The

Company believes the presentation of operating earnings as the Company measures it for management purposes enhances the understanding of its

performance by highlighting the results of operations and the underlying profitability drivers of the business

Operating earnings is defined as operating revenues less operating expenses both net of income tax

Operating revenues and operating expenses exclude results of discontinued operations and other businesses that have been or will be sold or

exited by MetLife Inc Dvested Businesses Operating revenues also excludes net investment gains losses and net derivative gains losses

The following additional adjustments are made to GAAP revenues in the line items indicated in calculating operating revenues

Universal life and investment-type product policy fees excludes the amortization of unearned revenue related to net investment gains losses and

net derivative gains losses and certain variable annuity GMIB fees GMIB Fees
Net investment income includes amounts for scheduled periodic settlement payments and amortization of premium on derivatives that are

hedges of investments but do not quality for hedge accounting treatment includes income from discontinued real estate operations

ii excludes post-tax operating earnings adjustments relating to insurance joint ventures accounted for under the equity method iv excludes

certain amounts related to contractholder-directed unit-linked investments and excludes certain amounts related to securitization entities that

are VIEs consolidated under GAAP and

Other revenues are adjusted for settlements of foreign currency earnings hedges

The following additional adjustments are made to GAAP expenses in the line items indicated in calculating operating expenses

Policyholder benefits and claims and policyholder dividends excludes changes in the policyholder dividend obligation related to net investment

gains losses and net derivative gains losses inflation-indexed benefit adjustments associated with contracts backed by inflation-indexed

investments and amounts associated with periodic crediting rate adjustments based on the total return of contractually referenced pool of

assets ii benefits and hedging costs related to GMIBs GMIB Costs and iv market value adjustments associated with surrenders or

terminations of contracts Market Value Adjustments

Interest credited to policyholder account balances includes adjustments for scheduled periodic settlement payments and amortization of premium

on derivatives that are hedges of PABs but do not quality for hedge accounting treatment and excludes amounts related to net investment income

earned on contractholder-directed unit-linked investments

Amortization of DAC and VOBA excludes amounts related to net investment gains losses and net derivative gains losses ii GMIB Fees and

GMIB Costs and ii Market Value Adjustments

Amortization of negative VOBA excludes amounts related to Market Value Adjustments

Interest expense on debt excludes certain amounts related to securitization entities that are VIEs consolidated under GAAP and

Other expenses excludes costs related to noncontrolling interests implementation of new insurance regulatory requirements and

ii business combinations

In 2011 management modified its definition of operating earnings to exclude the impacts of Divested Businesses which includes certain operations

of MetLife Bank and the Caribbean Business as these results are not relevant to understanding the Companys ongoing operating results

Consequently prior years results for Corporate Other and total consolidated operating earnings have been decreased by $1 11 million net of $66

million of income tax and $21 million net of $139 million of income tax for the years ended December 31 2010 and 2009 respectively
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In addition in 2011 management modified its definition of operating earnings to exclude impacts related to certain variable annuity guarantees and

Market Value Adjustments to better conforrrt to the way it manads dnd attsessds its business Accordingly such results are no longer reported in

operating earnings Consequently prior years results for Retirement Products and total consolidated operating earhings have been increased by

$64 million net of $34 million of income tax and $00 million net of $49 million of income tax for the years ended December 31 2010 and 2009

respectively

Set forth in the tables below is certain financial information with respect to the Companys segments as wall as Corporate Other for the years

ended December31 2011 2010 and 2009 and at December31 2011 and 2010 The accounting policies of the segments are the same as those of

the Company except for operating earnings adjustments as defined above the method of capital allocation and the 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

business

Effective January 2011 the Company updated its economic capital model to align segment allocated equity with emerging standards and

consistent risk principles Such changes to the Companys economic capital model are applied prospectively Segment net investment income is also

credited or charged based on the level of allocated equity however changes in allocated equity do not impact the Companys consolidated net

investment income operating earnings or income loss from continuing operations net of income tax
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Operating Earnings

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 26149

Expenses

Policyholder benefits and

claims and policyholder

dividends

Interest credited to

policyholder account

balances

Capitalization of DAC

Amortization of DAC and

VOBA

Amortization of negative

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 December31 2011

36227 676 36903

6057 454 5603

6849 6858

4799 592 5391

Total assets $149563 $196160 $188525 $5915 $540163 $104563 $63947 $168510 $90952 $799625

Separate account

assets

Separate account

liabilities

8425 $120285 64828 $193538

8425 $120285 64828 $193538

9485 9485 $203023

9485 9485 $203023

U.S Business

Corporate
Insurance Retirement Benefit Auto

Year Ended December 312011 Products Products Funding Home

International

Other

International Corporate
TotSI Japan Regions Total Other

In millions

23508 6325 6426 12751

Total

Total Adjustments Consolidated

16949 1141 2418 $3000

2264 2463 231

6107 3195 5181

829 307 049

7106 _______

4958

205 14688

33 1418

824

2079

22

1746

1995

152

10 36269 92

2570 7528 278

4074 914 19676 70

174 319 1911 621

$36361

7806

19606

2532

8079 338 44572 9250

867 867

4824 4824

10319 19569 1243 65384 4878 70262

18707 1846 4594 2375 27522 3973 4724 8697

997 1595 1321

864 1612 27

897 1004

3913 1561 583 2144

453 2956 2250 1643 3893

17 448 2366 1312 1120 2432

555 64 619 619 78 697

10 1294 1305 324 1629

3143 487 792 8565 3398 4164 7562 627 16754 1511 18265

5978 6400 3162 39420 7439 8885 16324 1930 57674 562 60236

4143 _______ _______ _______ _______ ______ _______ ______ _______

23880 ________ ________ ________ ________ _______ ________ _______ ________

794 395 588 _J 1749 635 398 1033 552 2230

1475 733 1091 $104 3403 1176 1036 2212 135 5480

845 3075

U.S Business

Corporate

Insurance Retirement Benefit Auto

Products Products Funding Home

4878

2562

845

6951 6951

Corporate
Total Other Total

International

Total Japan

In millions

Other

International

Regions
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Operating Earnings
____________________________________

Revenues

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

Capitalization of DAC

Amortization of DAC and

VOBA

Amortization of negative

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 December31 2010

International

Other

International

Regions Total

11 $27071

Year Ended December 312010

U.S Business

Corporate

Insurance Retirement Benefit

Products Products Funding

International

Auto Other

International Corporate

Home Total Japan Regions Total Other

In millions

Premiums 17200 875 1938 $2923 22936 499 3625 4124

Total

Total Adjustments Consolidated

$27071

2247 2024 226 44g7 55 1265 1320 5817 211 6028

6068 3395 4g54 209 14626 145 1466 1611 643 16880 631 17511

761 220 246 22 1249 28 35 391 1675 653 2328

408 408

265

26276 6514 7364 3154 43308 706 6384 7090 1045 51443 822 52265

19075 1487 4041 2021 26624 309 3053 3362 14 29972 698 30670

963 1612 1445 4020 123 554 677 4697 222 4919

841 1067 19 448 2375 149 775 924 3299 3299

966 808 16 439 2229 82 490 572 2802 41 2843

49 57 57 64

10 1126 1139 411 1550

4080 2437 460 769 7746 244 2233 2477 467 10690 1044 11734

24244 5280 5949 2781 38254 560 5550 6110 1580 45944 2409 48353

711 431 495 73 1710 52 148 200 366 1544

1321 803 920 $300 3344 94 686 780 169 3955

379 1165

Insurance Retirement

Products Products

U.S Business

Corporate
Benefit

Funding

Total assets $141366 $177045 $172929 $5541

Separateaccountassets 9567 $107335 56571

Auto

Home Total Japan

In millions

822

2409

379

2747
______

Corporate
Other Total

2747

Separate account
liabilities 9567 $107335 56571 $173473 9665 9665 $183138

$496881 $87416 $77579 $164995 $69030 $730906

$173473 9665 9665 $183138
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Operating Earnings

Cotporate Total

Other Total Adjustments ConsolidatedYear Ended December31 2009

Revenues

U.S Business International

Cotporate Other

Insurance Retirement Benefit Auto International

Products Products Funding Home Total Japan Regions Total

In millions

Premiums $17168

Universal life snd investment-type product

policy fees 2281

5614

779

Net investment income

Other revenues

Net investment gains losses

Net detvative gains losses

Total revenues

Expenses

1543 176

3098 4527

173 238

920 $2264 $2902 $23254 $2884 $2884 19 $26157 $26157

4000

180 13419

33 1223

1055 1055 5055 142 5197

1111 1111 70 14600 141 14741

14 14 236 1473 856 2329

2901 2901

4866

25842 5734 7205 31t5 41800 -- 5064 5064 325 47285 6628

1486 4245 1932 26774 2326 2326
Policyholder benefits and claims and

polic4older dividends 19111

Interest credited to policyholder account

balances 952

Capitalization of DAC 873

Amortization of bAG and VOBA 725

Amortization of negative VOBA

Interest expense on debt

Other expenses 4206

Total expenses 24127

Provision for income trr expense benefit 573

Operating earnings 1142

4866

40657

1688 1632 4272

1067 14 435 2389

610 15 436 1786

29104 548 29652

587 587

397 397

577 577 4849 4845

2976

897 1289

2976

2186

2403 456

5120 6337

216 288

398 5d0

764

2697

96

322

7829

38281

1173

2442

1737

4458

155

451

1737

4458

155

451

1027 1044

586 10152

1620 44359

__jL 572

2354

1012

659

2597

1044

11164

45018

2025

Adjustments to

Total revenues 6628

Total expenses 659

Provision for income trr expense

benefit 2597

Income loss from continuing

operations net of income tax 2336 2336

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 time studies analyzing the amount of employee

compensation costs incurred by each segment and 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 December 31 2011

2010 and 2009 Operating revenues from tJS Operations were $44.7 billion $43.7 billion and $41 .4 billion for the y8ar3 ended December 31 2011

2010 and 2009 respectively which represented 68% 85% and 88% respectively of consolidated operating revenues

23 Discontinued Operations

Real Estate

The Company actively manages its real estate portfolio with the objective of maximizing eamings through selective acquisitions and dispositions

Income related to real estate classified as held-for-sale or sold is presented in discontinued operations These assets are carried at th4 lower of

depreciated cost or estimated fair value less expected disposition costs Income from discontinued real estate operations net of income tax was

$64 million $1 million and $19 million for the years ended December31 2011 2010 and 2009 respectively

The carrying value of real estate related to discontinued operations was $1 million and $184 million at December31 201 and 2010 respectively
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Operations

MetLife Taiwan

During the first quarter of 2011 the Company entered into definitive agreement to sell its wholly-owned subsidiary MetLife Taiwan to third party

and the sale occurred in November 2011 See Note The following tables present the amounts related to the operations and financial position of

MetLife Taiwan that have been reflected as discontinued operations in the consolidated statements of operations and as assets and liabilities

held-for-sale in the consolidated balance sheet

Years ended December31

2011 2010 2009

In millions

Total revenues $379 $440 $386

Total expenses jij2j

Income loss before provision for income tax 16 34 13

Provision for income tax expense benefit _J4 12

Income loss from operations of discontinued operations net of income tax 20 22

Gain loss on disposal net of income tax

Income loss from discontinued operations net of income tax J44 $22 $9

December 31 2010

In millions

Total assets held-for-sale $3331

Total liabilities held-for-sale $3043

Major classes of assets and liabilities included above

Total investments $2726

Total future policy benefits $2461

Texas Life Insurance Company

During the fourth quarter of 2008 MetLife Inc entered into an agreement to sell its wholly-owned subsidiary Cova the parent company of Texas

Life to third-party and the sale occurred in March 2009 See Note The following table presents the amounts related to the operations of Cova that

have been reflected as discontinued operations in the consolidated statements of operations

Year Ended

December31 2009

In millions

Total revenues $25

Total expenses

Income before provision for income tax

Provision for income tax expense

Income from operations of discontinued operations net of income tax

Gain on disposal net of income tax 28

Income loss from discontinued operations net of income tax $32

24 Subsequent Events

Dividends

On February 17 2012 MetLife Inc announced dividends of $02527777 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 2012 Both dividends will be

payable March 15 2012 to shareholders of record as of February 29 2012
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CONTACT INFORMATION

Corporate Headquarters

MetLife Inc

200 Park Avenue

New York NY 101 66-01 88

212-578-221

wmv.metlifacom

Transfer Agent/Shareholder Records

For information or assistance regarding shareholderaccounts or

dividend checks please contact MetLife Inc.s transfer agent

Computershare Shareowner Services LLC

P.O Box 358015

Pittsburgh PA 15252-8015

-800-649-3593

TDD for hearing impaired 1-800-231-5469

Internet bnymellon .com/shareowner/equityaccess

CORPORATE INFORMATION

Corporate Profile

MetLife Inc is leading global provider of insurance annuities and

employee benefit programs serving 90 million customers in over 50

countries Through its subsidiaries and affiliates MetLife holds leading

market positions in the United States Japan Latin America Asia

Pacific Europe and the Middle East For more information visit

wwjmetlife.com

Form 10-K and Other Information

MetLife Inc will provide to shareholders without charge upon

written or oral request copy of MetLife Inc.s Annual Report

on Form 10-K including financial statements and financial

statement schedules but without exhibits for the fiscal year

ended December 31 2011 MetLife Inc will furnish to

requesting shareholders any exhibit to the Form 10-K upon the

payment of reasonable expenses incurred by MetLife Inc in

furnishing such exhibit Requests should be directed to

MetLife Investor Relations MetLife Inc 1095 Avenue of the

Americas New York New York 10036 via the Internet by

going to http//investor.metlife.com and selecting Information

Requests or by calling 1-800-753-4904 The Annual Report on

Form 10-K may also be accessed at http//investor.metlife.com

by selecting Financial Information SEC Filings MetLife

Inc View SEC Filings as well as at the website of the

U.S Securities and Exchange Commission at www.sec.gov

Dividend Information and Common Stock Performance

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 25 2011 and October 26 2010 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

Trustee MetLife Policyholder Trust

Wilmington Trust Company

Rodney Square North

1100 North Market Street

Wilmington DE 19890

302-651 -1000

wilmingtontrust.com

Additional Resources

Investor Information

http//investor.metlife.com

Governance Information

\wv metlife.com/corporategovernance

MetLife News

metlife.com/about/press-room

current earnings expected medium- and long-term earnings financial

condition regulatory capital position and applicable governmental

regulations and policies The payment of dividends by MetLife is subject

to financial holding company regulation The payment of dividends and

other distributions to MetLife Inc by its insurance subsidiaries is

regulated by insurance laws and regulations See Business

Managements Discussion and Analysis of Financial Condition and

Results of Operations Liquidity and Capital Resources MetLife

Inc Liquidity
and Capital Sources Dividends from Subsidiaries

and Note 18 of Notes to Consolidated Financial Statements

The following table presents the high and low closing prices for the

common stock of MetLife Inc on the NYSE for the periods indicated

Common Stock

Price

2011 High Low

First quarter $48.63 $42.28

Second quarter $46.79 $39.24

Third quarter

Fourth quarter

Common Stock

Price

2010 High Low

First quarter $43.34 $33.64

Second quarter $47.10 $37.76

Third quarter $42.73 $36.49

Fourth quarter $44.92 $37.74

As of March 2012 there were approximately 4.3 million beneficial

owners of common stock of MetLife Inc

$44.38 $26.82

$36.82 $26.60
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