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Chairman’s Letter

To'my feliow sharsholders:

When | became President and CEO of Metlife, Inc. on May 1, 2011, | knew | was taking the
reins of a great insurance company = one of the very best in the world, But'l also knew that if
we combined our existing strengths with the right strategy and ‘organizational structure, Metlife
could be a great company by any measure. I belisve we are off to a'very strong start,

In this letter, | will review our financial achievements for 2011 and discuss the ways we are
positioning MetLife to continue to deliver.shareholder value over the fong term.

Before | do, | want to share with you my thoughts on the Federal Reserve’s recent decision to object to MetLife's
incremental capital distribution plan. MetLife remains the same financially strong.company it has always been, The
established ratios used to measure insurance company capital adequacy, such as the NAIC's risk-based capital ratio,
show that MetLife is financially strong. Moreover, at year-end 2011 we had $3.5 bilion of excess capital, which we
project will grow to $6 billion to $7 bilion at year-end 2012 before any capital distribution actions. Our plan to deregister
as a bank holding.company by the end of the second guarter of 2012 is on track, which will help ensure we can operate
on a level playing field with other insurance companies. While | am deeply disappointed with the Federal Reserve's
decision barring us from retuming capital to shareholders at this time, MetLife remains committed to croamg shareholder
value and returning excess capital to shareholders.

A Solid Year

In 2011, Metlife’'s operating eamings per share! were up 168% from 2010, and our operating retumn on common
equity was up 10% from-2010. These results are particularly noteworthy in light of the challenging environment faced by
the insurance industry in-2011 - a volatile global economy, dechnmg interest rates, flat equity markets, -and natural
disasters inthe United States and Japan.

Metlife succeeded in 2011 by getiing the fundamentéis right. Underwriting marging remained solid despite record
catastrophes in the U.S-and Japan:-In addition, our risk-management culture helped our core spreads remain relatively
stable desplite the low interest-rate environment, largely on the strength of our hedgmg and asset-liability management
prograrms,

Qur acguisition of Alico in November 2010 contributed significantly to our strong results in 2011, When we emerged
from the-financial crisis-as ‘one of the only companies in a position-to-buy Alico, we said the deal would -be accretive 10
earnings in the first year, That has provento be the case —indeed, it is one of the principal reasons our financial results
improved in 2011, Looking ahead, | am confident that MetLife'sglobal operauons will-continue to drive profitable growth
for the company.

Our Key Strengths
As’l have beentelling investors and analysts since last fall, | believe MetlLife has the strongest p\atform for sharehotder
value ‘creation in the Iife insurance industry. That platform is:built on four pillars.

First, we are one of the most geographically diverse insurance companies in the world. Our presence has grown
from 17 countries pre-Alico to more than 50 today and now spans 90% of the global insurance market. We have
leadership positions in the two largest insurance markets in the world — the United States and Japan. And we have
strong and growing positions in high-growth markets with attractive demographics and increasing demand for insurance
products. Overall, we are among the top five fife insurers by revenue in almost half the markets in which we'do business.
This:global presence differentiates us from most of our peers, giving us access. to more attractive markets and creating
economies of scale. We believe this is a competitive advantage that is very difficult to replicate.

"Operating eamings per share” means operating earmings avaliable to common sharsholders per diluted common share.



Second, in addition to being highly diversified by geography, we have exceptional product and distribution
diversity. l\/letl_rte is, ot overly - dependent on any one. produot for. eamings, and we .can adj ust” our mix to take
advantage of market opportunrtres We oan also leverage oy produot capabrlrtres around the vvorld For example, we
believe the expertrse we have developed with Accident & Health in Japan and China will allow us 1o 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 customérs to do business with ug how they
wish. In every channel, and across the company, we are placing a much stronger focus:on becomrng a oustomer oentrrc
company, breaking down barriers and becoming easrer to do business with. :

Third, we have what we believe is the best rtsk-management culture in the business, Whrch saw us safely
through the financial crisis and allowed us to complete the $16.3 billion purchase of Alico. Today, that same commitment
to risk managerment is allovvrng us to weather the low lnterest rate environment with a far smaller impact on eamings than
many expected. A srgnrﬂcant part of the reason is that we started buying protection agalnst low interest rates in 2004
when fates were much higher and the cost of hedging was comparatrvely 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 ré-launched ofir 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 carnpaign with our first-ever ad
during the Super Bowl. This built on our 2011 acquisition of the naming rights to MetLife Stadium, home of the NFL's
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 products are easy to replicate, brand becomes a key differentiator — one that we believe is helplng
to drlve consumer preference for our produote and create shareholder value

The Right Strategy

As we did in 2007 and again in 2009, MetLife is conducting a Strategrc business review to ensure that we oaprtalrze
on our strengths. As CEOQ of MetLife, | believe it is important for us to continuously reassess our strategy, especially in
light of the uncertain external envrronment -

QOur strategic review is being. guided by core prrnolples essential to running a successful enterprise. First and
foremost, we are committed to: taking a portfolio view of our businesses. That means we will invest in the businesses that
will deliver the highest risk-adjusted retums for shareholders. No business is automatically entitied to capital. All must
compete on the basis of which wil delrver the most value to shareholders

A corollary principle is that we will strike the right-balance between growth, profitability and risk: MetLife vvrll not pursue
growth for growth's sake. On the contrary, we are committed to achieving retums 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
thelr hurdie rates,

You can see these prrnorples in action in our decrsron to exit the long-term care busrness in-2010, You can see them
in-our decision.in 2011 to sell businesses in the Caribbean and Taiwan;and self certain blocks'in the U.K., which will free
up more than $1 bilion of capital. Finally, you can. see them in our:decision 0 -re-price: our leading variable annuity
product and our plan to reduce our VA sales to roughly $18 billion in 2012, '

The Right Structure L

Of course, having the right -strategy:is not: sufficient. We must also have the right structure in plaoe to ensure that we
are positioned to deliver superior business results. Last November, | announced that Metlife was reorganizing from a
U.S. and International structure into three broad geographic regions — the Americas, EMEA, and Asia — and creating a
Global Employee Benefits business. We believe this structure lays the foundat“ ion for'a truly global company: It eliminates
the separation between the U.S. and the rest of the world, drives collaboration and etfrolency, and more effectively meets
the needs ot our customers. With these changes we have taken a brg step tovvard operating as One MetLife.

. Gonclusion : :

In closing, let me say that as proud as | am of our achrevements 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 i insurance and employee benefits company.



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

Steven A, Kandarian
Chaiman 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,”-‘our” and “us” refer to MetLife, Inc., a Delaware corporation incorporated in 1999, its
subsidiaries and affiliates.

Note Regarding Forward-Looking Statements

This Annual Report, including Management’s 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
1895. 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 includé staternents 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 opérations and financial results.

Any or all forward-looking statements may tum 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 effiliates. These; statements
are based on current expectations and the current economic environment. They involve a number of risks and uncertainties that are difficult to predict.
These statements are not guarantees of future performance. Actual results could differ materially from those expressed or implied in the forward-looking
statements. Risks, uncertainties, and other factors that might cause such differences include the risks, uncertainties and other factors identified in
MetLife, Inc.’s filings with the U.S. Securities and Exchange Commission (the "SEC"). These factors include: (1) difficult conditions in the global capital
markets; (2) 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; (3) 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; (4) increased volatiity and disruption of the capital and credit markets, which may affect our ability
to seek financing or access our credit facilities; (5) impact of comprehensive financial services regulation reform on us; (6) economic, political, legal,
currency and other risks relating to our international operations, including with respect to fluctuations of exchange rates; {7) exposure to financial and
capital market risk, including as a result of the disruption in Europe and possible withdrawal of one or more countries from the Euro zone; (8) 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; (9) potential liquidity and other risks resulting from our participation in a securities lending program and other
fransactions; (10) 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 our mortgage loans; (13) the defaults or deteriorating credit of other financial institutions that could
adversely affect us; (14) 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 a 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;
(19) ineffectiveness of risk management policies and procedures; (20) availability and effectiveness of reinsurance or indemnification arrangements, as
well as default or failure of counterparties to perform; (21) discrepancies between actual claims experience and assumptions used in setting prices for
our products and establishing the liabilities for our obligations for future policy benefits and claims; (22) catastrophe losses; (23) heightened competition,
including with respect to pricing, entry of new competitors, consolidation of distributors, the development of new products by new and existing
competitors, distribution of amounts available under 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, deferred 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 fo 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 o take excessive risks; and (36) other risks and uncertainties described from time to time in MetLife, Inc.'s filings with the SEC.

MetlLife, 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.
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Selected Financial Data

The following selected financial data has been derived from the Company's audited consolidated financial statements. The statement of operations
data for the years ended December 31, 2011, 2010 and 2009, and the balance shest data at December 31, 2011 and 2070 have been derived from
the Company’s 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 Company's audited financial statements not
included herein. The selected financial data set forth below should be read in conjunction with “Management's Discussion and Analysis of Financial
Condition and Results of Operations” and the: consolidated financial statements and related notes included elsewhere herein.

Years Ended December 31,
2011 2010 2009 2008 2007
{in millions) .

Statements of Operations Data(1)

Revenues
Pramiums oo e e e $36,361 $27,071 $26,157 $ 25,604 $ 22,671
Universal life énd investment-type prodUct policyfees . ... 7,806 6,028 5197 5,373 5,233
NEt INVESIMENT INCOME & . 1 et et e e e 19,606 17,511 14,741 16,181 17,965
OB TBVENUES . .+« 2+ oo et ettt e e e e 2532 2,328° 2329 1,585 1,465
Net investment gains (0sses) ... ...l P PR (867) (408) (2,901) (2,085) (318)
Net-dervative gains (JOSSES) « .+« v vt vttt ettt 4,824 (265) _ (4,866) 3,910 260
TOMI FBVENUES . o o e e e et i e e 70,262 52,265 40,657 50,568 _ 46,756
Expenses ‘ : ‘ :
Policyholder benefits and clams ... T 35,457 29,185 28,003 27,004 23,452
Interest credited to policyholder accountbalances ... .o oo oo 5,603 4,919 4,845 4,787 5,458
Policyholder dividends ... . ... o e 1,446 1,485 1,649 1,749 1,722
OBr EXPENSES .« o v oo v et et e 17,730 12,764 10,621 11,908 10,373
TOMA BXPENSES © v v vt e e e s 60,236 48,353 45,018 45,538 _ 41,005
Income (loss) from continuing operations before provision forincometax .................. ... 10,026 3,912  (4,361) 5,030 5,751
Provision for income tax expense (benefit) .. ... ... e 3,075 1,166  (2,025) 1,568 1,664
Income (loss) from continuing operations, netof incometax ........... ... oo 6,951 2,747  (2,336) 3,462 4,087
Income (loss) from discontinued operations, netofincometax ................. ... ... L 20 39 58 (184) 378
Netincome (I0SS) . ... ..o R 6,971 2,786  (2,278) 3278 4,465
Less: Net income (loss) attributable to noncontrolinginterests ... oo (10) 4 (32) 69 148
Net income (loss) attributable to MetLife, InC. .. .. ... o 6,981 2,790 (2,248) 3,209 4,317
Less: Preferred stock dividends . ... ..o e 122 122 122 125 137
Preferred stock redémption F01=10/0110 o' B 146 — — — —
Net income (loss) available to MetLife, Inc.’s common shareholders . ........................ $ 67133 2,668 $ (2,368)$ 3,084 $ 4,180
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December 31,
2011 2010 2009 2008 2007
{In‘millions) - * P

Balance Sheet Data(1)
Assets: . . : : : e :
-~ General account assets(2) ... ... ... [ i S Fr0 $5696,602 $547,768 $390,460 $380,081 $399,000
Separate account assets ... ... ... .. [ R e L0l _203,023 183,188 148,854 _ 120,697 _ 160,050
TOtAl ASSIS . . ...\ . e e $799,625 $730,006 $530,314 $501,678 $569,149
Ligbilities: o o
Policyholder-liabilties and.other policy-related balances(@) . ...t $421,244 $399,125 $281,487 $280,345 $ 259,682
Payables for collateral Undér securities loaned and other transactions .. ............ 33,716 27,272 24,196 31,009, 44,136
BaNK ABPOSIS .+ o v et et 10607 10,316 10,211 6,834 | 4,534
Short-term:debt s . oL P B T I 686 306 912 2,659 667
Long-term debt(@) ..o RN AEEEERREEE - 23,692 27,586 13,220 9,667 9,100
Collateral financing.arangements . ... e 4,647 5,297 5,297 5,192 4,882
Junior subordinated debt securities ... ... 3,192 3,191 3,191 3,758 4,075
Other(2) ........ i s e F 38,642 25,662 18,448 17,432 35,038
Separate account igbilies .. ... ... PP 203,023 183,138 148,854 120,697 160,050
T HADIHES . . . . .o oo e e e 739,349 681,793 505816 _ 477,693 522,164
Redesmable noncontrolling interests in partially owned consolidated securities . . . . .. . .. 105 117 — — T
Equity: ) .
MetLife, Inc.’s stockholders’ equity: . .
Preferred stock, atparvalue ..o .o i 1 1 . 1 1 1
= Convertible preferred stock, atparvalue . ... T ) — — - — -
Common stock, at parvalue ... . . ... .. PP 11 10 8 8 . 8
Additional paid-in capital . . . . . T o L. 26782 26423 16859 15811 17,098
Retained eamings . . . . R P 27,289 21 ,363 19,501 22,403 19,884
Treasury-stock, atcost . ... .0 .= T e (172) (172) (190) (236) ©  (2,890)
Accumulated other ComBrenensive INCOME (I0SS) . . v v v v oo e 5,886 1,000 (3,058 (14,253) 1,078
Total Metlife, Inc.’s stockholders’ equity .. ..« ..o 59,797 48,625 '~ 33,121 23,734 36,179
Noncontroling INterests . .. . e . 374 371 377 261 1,808
TOME BAUILY o v e v e e e e e e e 60,171 48,996 33,498 23,985 36,985
Total liabilities and equity . ............: e e e $799,625 $ 730,906 $539,314 $501,678 $559,149

Years Ended December 31,
2011 2010 2009 2008 2007
{In millions, except per share data)

Other Data(1), (4) '

Net income (loss) available to MetLife, Inc.’s common shareholders . ................. ... $6,713 $2,668 $(2,368) $3084 $4,180
Return on Metlife, InC.’s common equity .. ... .o oo 12.8% 6.9% Q.0% 11.2% 12.9%
Retum on MetLife, Inc.’s common equity, excluding accumulated other comprehensive
NCOME (0SS .+ v vt vt e 13.8% 7.0% (6.8)% 9.1% 13.3%
EPS Data(1), (5)

Income (loss) from continuing operations available to MetlLife, Inc.'s common shareholders per
common share:

BaSIC . o $ 632 $ 298 $(29) $ 457 $ 530

= $ 627 $ 296 $(29) $ 452 $ 517
Income (loss) from discontinued operations per common share:

BaSIC o $ 002 $ 004 $ 007 $ (038 $ 032

DilUted . o $ 002 $ 004 $ 007 $ (038 $ 031
Net income {loss) available to MetLife, Inc.’s common shareholders per common share:

BaSIC o $ 634 $ 302 $(289 $ 419 $ 562

DlUtEd o $ 629 $ 300 $(289 $ 414 $ 548
Cash dividends declared per COmmON Share . .. ...t $ 074 $ 074 $ 074 $ 074 $ 074

{1) On November 1, 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”), a subsidiary of American International Group, Inc. ("AIG"), and Delaware
American Life Insurance Company (“DelAm”) from AIG (American Life with DelAm, collectively, “ALICO") { the *Acquisition”). The results of the
Acquisition are reflected in the 2011 and 2010 selected financial data from the Acquisition Date. See Note 2 of the Notes to the Consolidated
Financial Statements.
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(2) At December 31, 2011, general account assets, long-term debt and other liabiliies 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 $11.1 bilion, $8.9 bilion and $93 miliion, respectively. )

(3) Policynolder liabiities and other policy-related balances include future policy benefits, policyholder account balances, other policy-related balances,
policyholder dividends payable and the poticyholder dividend obligation.

(4) Retumn 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.

(5) 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. i

Business

With a more than 140-year history, we have grown to become a 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 a number of fransactions that have resulted in the acquisition and, in some cases,
divestiture of certain businesses while also furthier 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, “Internationa!”). 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-Middie East and Africa ('EMEA”);
and Asla, and creating a global employee benefits business to better reflect its global reach. While the Company has initiated certain changes in
response 1o this announcement, Including the appointment of certain executive leadership into some of the roles designed for the reorganized structure,
management continued t6 evaluate the performance of the operating segments under the existing segment structure as of December 31, 2011. In
addition, management continues to evaluate the Company’s segment performance and allocated resources and may adjust such measurements in the
future to better reflect segment profitability. : '

In Decermnber 2011, MetLife Bank and MetLife, Inc. entered into a definitive agreement to sell most of the depository business of MetlLife 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 Bank's
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 Bank's Federal Deposit Insurance Corporation (‘FDIC”)
insurance, putting MetLife, Inc. in a position to be able to deregister as a bank holding company. The Company continues to originate reverse
mortgages and will continue to service its current mortgage customers. See Note 2 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 and other customary closing
conditions. See Note 2 of the Notes to the Consolidated Financial Statements. i -

On November 1, 2010 (the "Acauisition Date”), MetLife, Inc. completed the acquisition of American Life Insurance Compariy (*American Life”) from
AM Holdings LLC (formerly known as ALICO Holdings LLC) ("AM Holdings"), a subsidiary of American-Intemational Group, Inc. (‘AIG"), and Delaware
American Life Insurance Company {‘DelAm”) from AIG (American Life, together with DelAm, collectively, "ALICO") (the “Acquisition”). ALICO's fiscal
year-end is November 30. Accordingly, the Company's 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
assets, ligbilties 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 1o the current year presentation of segments. See Note 2 of the Notes to the Consolidated Financial Statements. -

In the U.S., we provide a variety of insurance and financial services products — including fife, 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 60,000 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 employer's worksite. Auto & Home
products are also marketed and sold to individuals by independent agents and property and casualty specialists through a direct response channel and
the - individual distribution sales group. Metlifé sales employees work with all distribution groups-to better reach and service customers, brokers,
consultants and other intermediaries.

Outside the U.S., 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 Korea. 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. Intemational markets its products and services through a multi-distribution
strategy which varies by geographic region. The various distribution channels include: agency, baricassurance, direct marketing (“DM”), brokerage and
e-commerce. In developing countries, agency covers the needs of the emerging middle class with primarily traditional products (e.g., 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 custormner bases with a 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 eamings, and total assets by segment, is provided in Note 22 of the Notes to the Consolidated
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Financial- Statements. - Operating: revenues. and operating eamings are performance measures that are not_based. on accounting principles generally
accepted in the United States of America ("GAAP"). See “i\/lanagements Discussion-and-Analysis of Financial Condition and Results of Operations” for
definitions of such measures.

. MetlLife’'s operations in the United States and in other Jurrsdlctlons are. subject to reguratron See “Busrness — Us. Regulatron” and “Business —
International Regulation” in the 2011 Form 10-K. Each of MetLife's insurance subsidiaries operating in the- United States is licensed and regulated in
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 agpects of insurers, including standards of solvency, statutory reserves, reinsurance and capital adequacy, and the business
conduct of insurers and other:matters. Metlife, 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 jurigdiction to- jurisdiction, but: generally require a
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, financial condition, certain intercompany transactions
and general business operations. State insurance statutes also typically place restrictions and limitations on the amount of dividends ar other
distributions payable by insurance company subsidiaries to their parent companies, as well as on transactions between an insurer and its affiiates. See
“Business — U.S. Regulation — Insurance Regulation” in the 2011. Form 10-K, and “I\/Ianagements Discussion and Analysis of Financial Condition and
Results of Operations — Liquidity.and Capital Resources — MetLife, Inc. — quwdl‘[y and Capital Sources: — Dividends from Subsidiaries.”

Currently, as the owner of a federally-chartered bank, MetLife, Inc. remains a bank holding.company and financial holding company. As such,
MetLife, Inc. continues to be subrect to. regulation under the Bank Holdrng 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 Protectron ‘Bureau and secondanly by the Board of Governors of the Federal Reserve Systemn
(the “Federal Reserve Board") and the Federal Reserve Bank of New York (the “FRB of NY” and, oo!lectrvely 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 a financial holding
company, MetLife, Inc.'s activities and investments are restricted by the BHC Act, as amended by the Gramm- Leach-Biiley 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 |ssued by. the. federal banking reguiatory agenmes for banks and financial .holding companies: See “Business — U.S.
Regulation — Frnancral Holding Company Regulation” in the 2011 Form 10-K. |

In recent years, the Federal Reserve has conducted its own assessment of large bank holding companies’ intemat. capital planning processes,
capitel 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 Superwsory and Enforcement Policies I\/Iay Reduce Qur Profitability and Limit Qur
Growth” in the 2011 Form 10-K. In January 2012, MetLife submitted to the Federal Reserve a comprehensive capital plan, as mandated by the Federal
Reserve's capital plans rule, and additional information required by the 2012 CCAR. The capital plan projects MetLife's capital levels to the end of 2013
under baseline and stress scenarios, including a stress scenario developed and provided by the Federal Reserve as part of the 2012 CCAR. MetLife's
capital plan was created in accordance with MetLife's capital policy which addresses capital management objectives, measurement and assessment of
capital adequacy, and capital govemnance and other approval processes for distrioutions and other uses of capital. See “Management’s Discussion and
Analysis of Financial Condition-and Results of Operations .~ Liquidity and. Capital Resources — Capital Management” and “Quantitative and Qualitative
Disclosures About Market Risk — Risk Management.” In March 2012, the Federal Reserve informed MetLife that it objected to Metlife's proposed
capital plan. See "Management's Discussion .and, Analysis of Financial Condition and Results of Operations — Recent Developments.” As a result,
MetLife is currently not able to pay an annual common stock dividend of more than $0.74 per share.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

For-purpeses of this discussion, “MetLife,” the “Company,” “we,” “our” and “us” refer to MetLife, Inc., a Delaware corporation incorporated in 1999,
its subsidiaries and affiliates. Following this summary s -a discussion addressing the consolidated resuits of operations and. financial condition of the
Company for the periods indicated. This discussion should be read in- conjunction with “Note Regarding Forward-Looking Statements,” “Selected
Financial Data’ and the Company s conso!rdated financial staternents included elsewhere herein, and "Risk Factors” included in MetLife's Annual Report
fortheYear Ended December 31, 2011 (the “2011 Form 10-K").

This Management’s Discussion and Analysis of Financial Condition and Results of Operations may contain or mcorporate by reference information
that includes or is based upon forward-logking statements within the meaning of the Private Securities Litigation Beform 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 a 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 materially from those expressed or |mp|red in the forward-looking statements. See “Note Regarding Forward-Looking
Statements.”

The following discussion includes references to our performance measures, operating eamings and operating .eamings avallab!e to common
shareholders, that are not based on accounting principles generally accepted in ‘the United States of America ("GAAP"). Operatlng eamings is the
measure of segment profit or loss we use to evaluate ‘segment performance and: allocate resources. Consistent with GAAP accounting guidance for
segment reporting, operating earmnings is our measure of segment performanoe Operating eamings is also a measure by which senior management’s
and many other employees' performance is evaluated for the purposes of determining their compensation under applicable compensation plans.

Operating earnings is defined as. operating revenues less operating expenses, both net of income tax. Operating eamings available to common
shareholders is defined as.operating eamings Iess preferred stock dividends.

Operating revenues and operating expenses exclude results of discontinued operatlone and other businesses that have been or will be sold or
exited by MetLife, inc. (‘Divested Businesses”). Operating revenues also exclides 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 uneamed revenue related o net investment gains (Iosses) and

net derivative gains (losses) and certain variable annuity guaranteed minimum income benefits (‘GMIB”) fees ("GMIB Fees”); .
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« Net investment income: () includes amounts for scheduled periodic setfiement payments and amortization of premium on derivatives that are
hedges of investments but do not- qualify for hedge accounting treatment, (i) includes income from discontinued real estate operations,
(iity excludes post-tax operating eamings adjustments relating to insurance joint ventures accounted for under the equity method, (i) excludes
certain amounts related to contractholder-directed unit-linked investments, and (v) 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 eamings hedges.

The following additional adjustments are made to GAAP expenses, in the line items indicated, in calculating operating expenses:

« Policyholder benefits and cleims and policyholder dividends excludes: (i) changes in the policyholder dividend obligation related to net investment
gains (losses) and net derivative gains (losses), (i) inflation-indexed benefit adjustments associated with contracts backed by inflation-indexed
investments and amounts associated with ‘periodic crediting rate adjustments based on the total retum of a contractually referenced pool of
assets, (i) benefits and hedging costs related to GMIBs ('GMIB Costs"), and (v) market value adjustments associated with surrenders or
terminations of contracts (“Market Value Adjustments”); :

« Interest credited to policynolder account balances includes adjustments for scheduled periodic settlement payments and amortization of premium
on derivatives that are hedges of policynolder account balances (‘PABs’) but do not qualify for hedge accounting treatment and excludes
amounts related to net investment income eamed on contractholder-directed unit-linked investments;

« Amortization of deferred policy acquisition costs (‘DAC”) and value of business acquired ("VOBA") excludes amounts related to: (i) net investment
gains (losses) and net derivative gains {losses), (i) GMIB Fees and GMIB Costs, and (i) 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, (i) implementation of new insurance regulatory requirements, and
(i) business combinations. .

We believe the presentation of operating earmnings and operating eamings available to common shareholders as we measure it for management
purposes enhances the understanding of our performance by highlighting the results of operations and the underlying profitability drivers of our
business. Operating revenues, operating expenses, operating eamings, and operating eamings available to common shareholders, should not be
viewed as substitutes for the following financial measures calculated in accordance with GAAP: GAAP revenues, GAAP expenses, GAAP income (l0ss)
from continuing operations, net of income tax, and GAAP net income {loss) available .to MetLife, Inc.’s common shareholders, respectively.
Recongiliations of these measures to the most directly comparable GAAP measures are included in “— Results of Operations.”

In 2011, management modified its definition of operating eamings 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 Company's ongoing operating results. Consequently, prior years' results for
Corporate & Other and total consolidated operating eamnings have been decreased by $111 million, net of $66 million of income tax, and $211 million,
net of $139 million of income tax, for the years ended December 31,2010 and 2009, respectively.

In addition, in 2011, management modified its definition of operating earmnings and operating eamings available to common shareholders 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 eamings and operating eamings avaiable to..common shareholders.
Consequently, prior years' resuits for Retirement Products and total consolidated operating eamings 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 December 31, 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 GAAP, 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 a leading global provider of insurance, annuities and employee benefit programs throughout the United States, Japan, Latin America, Asia
Pacific, Europe and the Middie 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 aclivities. i

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 ("EMEAY); and Asla, and creating a 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 as of December 31, 2011. In addition, management continues to evaluate the Company’s 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 a definitive agreement to sell most of the depository business of MetlLife 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 Bank’s
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 Bank’s Federal Deposit Insurance Corporation (“FDIC”)
insurance, putting MetLife, Inc. in a position to be able to deregister as a bank-holding company. See “Business — U.S. Regulation — Financial Holding
Company Regulation” in the 2011 Form 10-K. The Company continues to originate reverse mortgages and will continue to service its current mortgage
customers. As a result of the MetLife Bank Events, for the year ended December 31, 2011, the Company recorded charges totaling $212 miliion, net of
income tax, which included intent-to-sell other-than-temporary impairment (‘OTTI"} investment charges; charges related to the de-designation of certain
cash flow hedges, a goodwill impairment charge and other employee-related charges. In addition, the Company expects to incur additional charges of
$90. milion to $110 million, net of income tax, during 2012, related to exiting the forward residential mortgage origination business, with no expected
impact on the Company’s operating-earnings. See Note 2 of the Notes to the Consolidated Financial Statements.
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On Novembper 1, 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”), a subsidiary of American International Group, Inc. {*AIG”), and' Delaware
American Life Insurance Company (‘DelAm”) from AIG (American Life, together-with DelAm, coliectively, “ALICQ"} (the -"Acquisition’).. ALICO's fiscal
year-end is Novermber 30. Accordingly, the Company’s consolidated financial statements reflect the assets and liabilities of ALCO as of November 30,
2011 and 2010, and the operating resuits 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 2 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 experienced in-connection with the continued decline in interest rates in 2011, The declining
interest rate environment; however, -also generated significant derivative 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 December 31,

2011 2010 2009
- (In millions)

Income (loss) from continuing operations, net of income tax .. ... . .. e $ 6,951 $ 2,747 $ (2,336)
Less: Net investment gains (10886s) ... ... oo P ) " (867) ' (4(58) {(2,901)
Less:. Net derivati\)e gains (I0SSE8) ..ot P 4,824 (265). (4,866)
Less: Other adjustments to continuing operations (1) ... i ... (1,641) (©14) 480
Less Provision: for Income tax (expense) beneﬂt ....... S L S . (845) 379 ¢ 2,697
Operatlng eamnings . e T B o 5,480 13,955 ' 2,354
Less: Prefered stock dividends e ey 122 122 122

- Operating earnings available to common shareholders ... .. : Feos e o PR $ 5,358 $ 3,833 $ 2,232

(1) See deﬁnitions of operating revenues and operating expenses for the components ot 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 biliion to $7 0 billion from
$2.8 bilion in 2010. The change was predominantly- due to a $5.1 billion favorable change in net derivative gains (losses), before income tax, and a
$1.5 billion favorable change in operating eamings available to common sharenolders, which includes the impact of the Acquisition.

" The favorable change in net derivative gains (losses) of $3.3 bilion was primarily. driven by favorable changes in freestanding derivatives, partially
offset by unfavorable changes in embedded derivatives. The favorable change in freestanding derivatives was prlmanly attributable to the impact of
falling long-term-and mid-term interest fates and equity market movements and volatility.

The Acaquisition-drove the majority -of the $1.5 bilion increase in operating -eamings available to common shareholders. In add|t|0n |mproved
investment performance was the result-of: portfolio growth in response 1o 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 welf as, in the
third quarter, a charge to increase reserves in connection with the Company’s use of the U.S. Social Security Administration’s Death Master File and
similar databases to |dermfy potential life insurance claims that have not been presented to the Company (‘Death Master File”) and expenses incurred
related to a liquidation plan filed by the New York State Department of Financial Services (the "Department of Financial Services”) for Exeoutlve 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 diseussed below are net of income tax. )

During the year ended December 31, 2010, MetLife’'s income. (loss) from continuing operatlons net of income tax increased $5.1 billion to a gain of
$2.8 bilion from a loss of $2.3 billion in 2009, of which $2-milion 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 a $4.6 billion favorable change in net derivative gains (losses), before
income tax, .and. a $2.5 bilion 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 bilion, before income tax, and $2.2 billion of income tax, resuiting in a total
favorable variance of $3.5 billion::In addition; operating eamings available to.common shareholders increased $1.6 bilion to $3.8 billion in- 2010 from
$2.2 bilion in 2009.

* The favorable change in net derivative gains (losses) of $3.0 billion was primarily driven by net gains on freestanding denvatlves 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, includingfalling long-term and mid-term interest rates, a stronger recovery in equity
markets in-2009 than 2010, equity volatility, which-decreased more in 2009 as compared to 2010, a strengthening U.S. dollar and widening corporate
credit spreads in the financial services sector. The favorable change in net investment geins (losses) of $1:6 bilion was primarily driven by a decrease in
impairments and a 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 milion in related adjustments.

The improvement in the financial markets, which began in the second quarter of 2009 and continued into 2010, was a 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 a 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'a 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, contributing $114 milion to the increase in operating eamings. The favorable impact of a reduction in 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 a penefit 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 a solid improvement in the operating earnings 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 eamed on separate accounts primarily due to favorable net flows of variable annuities, which are expected to remain strong 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 2012; however, unanticipated catastrophes, similar to those that occurred during 2011, could result in a high volume of weather-
related claims. i :

« 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 a 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 bilion and total equity will be reduced by approximately $2.1 billion to $2.4 bilion,
net of income tax. Additionally, we estimate that there will be a 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
staterents for all insurance contracts.

We expect only modest investment losses in 2012, but more difficult to predict is the impact of potential changes in faif value of freestanding and
embedded derivatives as even relatively small movements in market variables, including interest rates, equity levels and volatility, can have a large impact
on the fair value of derivatives and net derivative gains (losses). Additionally, changes in fair value of embedded derivatives within certain insurance
liabiliies may have a 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, volatilty and disruptions in giobal capital markets, particular markets, or financial asset classes can have an
adverse effect on us, in part because we have a 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 stréngth of the capital markets, deflation and infiation 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 lévels 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. o

Beginning in 2010 and continuing throughout 2011, concerms increased about capital markets and the solvency of certain European Union member
states, including Portugal, Ireland, ltaly, Greece and Spain {"Europe’s perimeter region”), and of financial institutions that have significant direct or indirect
exposure to their sovereign dept. See “— Investments — Current Environment” for information regarding credit ratings downgrades and support
programs for Europe’s perimeter region. These ratings downgrades and implementation of European Union and private sector support programs have
increased concems 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 countries 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 European and global economies and on financial markets, generally. See "Risk Factors — We Are Exposed to
Significant Finangial and Capital Markets Risk Which May Adversely Affect Our Results of Operations, Financial Condition and Liguidity, and May Cause
Our Net Investment Income to Vary from Period to Period” in the 2011 Form 10-K, .

Although the downgrade by Standard & Poor's Ratings Services ("S&P") 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”) wamed that it may in the future downgrade the U.S. credit
rating unless action is taken to reduce the national debt of the U.S. See "Risk Factors — Concems Over U.S. Fiscal Policy and the Trajectory of the
National Debt of the U.S., as wel 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. ; i

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 "— Resuts of Operations” and “— Liquidity and Capital Resources.”

. As a 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 a number of actions in recent years 10 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 — Govermmental 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 the. ability to invest 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 industry’s products can be quite homogeneous and subject to intense price gompetition. Sufficient scale, financial
strength and financia! flexibility are becoming prerequisites for sustainable growth in the life insurance industry. Larger market partrcrpants tend to have
the capacity to invest in additional distribution capability and the information technology needed to offer the superior customer service demanded by an
increasingly sophisticated industry client base. We believe that the turbulence in financial markets that began in the second half of 2007, its impact on
the capital_position of mary competitors, and Subsequent actions by regulators and rating agencies have highlighted financial strength as a significant
differentiator from the perspective of customers and certain distributors. In addition, the financial market turbulence and the economic recession have
led many. companies in our, industry to re-examine the pricing and features of the products they offer and may lead to consolldatlon in.the life insurance
industry.

Reguilatory Changes. The U.S. life insurance industry is regulated primarily at the state level, with some products and services also subject to
Federal regulation. As life insurers introduce new and often more complex products, regulators refine capital requirements and intreduce new resenving
standards for the life insurance industry. Regulations recently adopted or currently under review can potentially impact the statutory reserve and capital
requirements of the industry. In addition, regulators have undertaken market and sales practices reviews of several markets or produots including
equity-indexed annuities, variable annuities and group products. The regulation of the financial services industry in the U.S. and internationally has
received renewed scrutiny as a result of the disruptions in the financial markets. Srgnmoant regulatory reforms have been recently adopted and additional
reforms proposed, and these or other reforms could be implemented. See ‘Business — U.S. Regulation,” “Business — Intemational Regulation,” “Risk
Factors — Our Insurance, Brokerage and Banking Businesses Are Highly Regulated and Changes in Regulation and | in. Supenvisory and Enforcement
Policies May Reduce Our Profitability and Limit Our Growth” and "Risk Factors — Changes.in U.S. Federal and State Securities Laws and Regulations,
and State Insurance Regulations Regarding Suitability of Annuity Product Sales, May Affect Our Operations and Our Profitability” in the 2011 Form 10-K,

The Dodd-Frank Wall Street Reform and Consumer Protection Act (*Dodd-Frank’), which was signed by President Obama in July 2010, effected the
most far-reaching overhaut 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 “Busrness — U.S. Regulation —
Dodd-Frank and Other Legislative and Regulatory Developments” and “Risk Factors — Various Aspects of Dodd-Frank Could Impaot Our Business
Operatrons Capital Requirements and Profitability and Limit Our Growth” in the 201.1 Form 10-K.

As a federally chartered national bankrng association, MetlLife Bank is subject to a wide variety of banking Iavvs regulations and guidelines, as is
MetLife, Inc., as a bank holding company. See “Business — U.S. Regulation — Banking Regulation” and “Business — U.S. Regulatron — Financial Holding
Company Flegulatron in the 2011 Form 10-K. In"December 2011, MétLife Bank and MetLife, Inc. entered into a definitive agreement to sell most of the
depository business of MetLife Bank.'In January 2012, Metlife, Inc."announced it rs exrtlng the business of originating forward residential mortgages.
Once MetLife Bank has completely exited its depository buisiness, MetLife, Inc. plans to temminate MetLife Bank's FDIC insurance, putting MetLife, Inc. in
a position to be able to deregister as a bank holding company. Upon oompletlon of the foregorng, MetLife, Inc. will'no longer be regulated as a bank
holding company or subject to enhanced supervision and prudential standards as’a bank holding’company with assets of $50 billion or more. However,
if, in the future, MetLife, Inc. is desrgnated by the Financial Stabrlrty Oversight Council (“ FSOC” ) as a non-bank systemically important financial institution
(as discussed below), it could once again be subject to regulatron by the Federal Reserve and enhanced supervision and prudential 'standards, such as
Regulation YY (as discussed below). In October 20711, the FSOC issued a hotice of proposed rulemaking, outlining the process it will follow and the
criteria it will use to assess whether a non-bank financial company should be subject to enhanced supenvision by the Federal Reserve as a non- bank
systemically important financial institution. If MetLife, Inc. meets the quantrtatrve thresholds set forth i in the proposal the FSOC will continue with a further
analysis using qualitative and quantitative factors.

In December 2010, the Basel Cornmittee on Bankrng Supervision (the "Basel Committee”) publlshed its final rules for increased capital and liquidity
requirements (commonly referred to as “Basel I) for bank holding companies, such &s MetLife, Inc. Assuming these requrrements are endorsed and
adopted by the U.S. banking regulators, they are to be phased in beginning January 1, 2013. Itis ‘possible that even more stringent capital and quurdrty
requirements could be imposed under Basel Ill, Dodd-Frank and Regulation YY, as long as MetLife, Inc. remains a bank holding company or if, in the
future, it is designated by the FSOC as a non-bank systemroally important financial institution. The Basel Committee has also published rules reduiring a
capital surcharge for globally systemically rmportant banks, which are to be phased in’ beginning January 2016 if they are endorsed and adopted by the
U.S. banking régulators. As currently proposed this surcharge would not apply to giobal non-bank systemically rnportant financial institutions. However,
international regulatory bodlies are currently engaged in evaluating standards to identify such companies and to develop a regulatory regime that would
apply to them, which may include enhanced capital requrrements 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 affect its capital or need for capital could be reduced by any
additional capital requrrements that might be lmposed as a result of the enactment of DAdd-Frank, Regulation YY and/or the endorsement and adoption
by the US. of Basel lll and other regulatory initiatives. See *Risk Factors — Our Insurance, Brokerage and Banking Businesses Are Highly Regulated, and
Changes in Regulation arid in Supervisory and Enforcement Policies May Reduce Our Profitability and Limit Qur Growth” in the 2011 Form 10-K.

In April 2011, the Federal Reserve Board and the FDIC proposed a rule regarding the implementation of the Dodd-Frank requirement that () each
non-bank financial company designated by the FSOC for enhanced supervision by the Federal ‘Reserve Board (a ‘non-bank systemically important
financial institution” or “‘non-bank SIFI") and each bank holding company with assets of $50 billion or more report periodically 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 failure, and (ii) 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 creditexposures of significant bank holding -companies and significant non-bank financial
companies to such covered company. In November 2011, the Federal Reserve Board and the FDIC adopted a final rule implementing the resolution
plan requirement, effective November 30, 2011, but deférred finalizing the credit exposure reporting requirement until a later date. If MetLife, Inc. remains
a bank holding company on July 1, 2012; or if, in the future, it is designated by the FSOC as-a non-bank SIFI, it would be required to submit a resolution
plan: See ‘Business — U.S. Regulation — Dodd-Frank and Other Legislative and Regulatory Developments — Orderly Liquidation Authority” in the 2011
Form 10-K: -+ -

In December 2011, the Federal Réserve Board issued a release proposing the adoption of enhanced prudential standards required by Dodd-Frank
(‘Regulation YY?). Regulation Y would apply 10 bank Holding companies with' assets of $50 billion or more and non-bank SIFis. Regulation YY would
impose (i) enhanced  risk-based: capital ‘(‘RBC"): requiirements, (i) leverage limits, (i) fiquidity: requirements, (iv) ‘single counterparty exposure limits,
(v) governance requirements for risk management, (Vi) stress test requirerents, and (vii) special debt-to-equity limits for certain companies, and would
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establish a proceduire for early remediation based on-the failure to comply with these requirements. As-proposed, Regulation YY 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 YY, see “Business — U.S. Regulation — Dodd-Frank and Other Legisiative and Regulatory Developments — Enhanced Prudentiel
Standards” in the 2011 Form 10-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 ("OTC") derivatives markets
and the prohibitions on covered banking entities engaging in propristary trading or sponsoring or investing in hedge funds or private equity funds. See
"Business — U.S. Regulation — Dodd-Frank and Other Legislative and Regulatory Developments — Regulation of Qver-the-Counter Derivatives” and
“Business — U.S. Regulation — Dodd-Frank and Other Legislative and Regulatory Developments — Volcker Rule” in the 2011 Form 10-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
quarter of 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 senvice its current morigage customers. As an originator and
senvicer of mortgage loans, which are usually sold to an investor shortly after origination, MetlLife Bank has obligations to repurchase loans or
compensate for losses upon demand by the investor due to defects in senvicing of the loans or a 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 indemriffied by
the sellers of the acquired assets, for various periods depending on the tfransaction and the nature of the claim, for origination and servicing deficiencies
that occurred prior to MetLife Bank's 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:("FHLMC?). 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 Govemment National Mortgage Association (‘GNMA') (collectively, the “Agency Investors”) and, to a limited extent, a
small number of private investors. Currently 99.5% of MetLife Bank's $82.0 bilion 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 Bank's exposure to repurchase
obligations and losses related to origination deficiencies is limited to the approximately $58.6 bilion of loans originated by MetL.ife Bank (all of which have
been originated since August 2008). Reserves for representation and warranty repurchases and indemnifications were $69 milion and $56 milion at
December 31, 2011 and 2010, respectively. MetLife Bank is exposed to losses due 1o setvicing deficiencies on loans originated and sold, as well as
senvicing acauired, to the extent such servicing deficiencies occurred after the date of acquisition. Management is satisfied that adequate provision has
been made in the Company's consolidated financial statements for all probable and reasonably estimable repurchase obligations and losses.

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 autnorities have inftiated various inquiries; investigations or examinations of alleged iregularities 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 foreciosure documentation practices to include mortgage loan modification and
loss mitigation practices. o

MetLife Bank's mortgage servicing has been the subject of recent inquiries and requests by state and federal regulatory and faw enforcement
authorities. MetLife Bank is cooperating with the authorities’ review of this business. On Aprii 13, 2011, the Office of the Comptroller of the Currency (the
“OCC") 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 a requirement for a designated point of contact for a borrower during the
loss mitigation process. In addition, the Federal Reserve Board entered into consent decrees with the affiliated bark holding companies of these banks,
including MetLife, Inc., to enhance the supervision of the-mortgage servicing activities of their banking subsidiaries. In afebruary 9, 2012 press release,
the Federal Reserve Board announced that it had issued monetary sanctions. against five banking organizations for deficiencies in the organizations’
senvicing 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. MetLife Bank has also had a mesting 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 penaities from MetLife Bank relating to foreclosure practices. Metlife Bank is responding to a subpoena issued by the Department of
Fnancial Senvices regarding Hazard insurance and flood insurance that MetLife Bank obtains to protect the lienholder's interest when the borrower's
insurance has lapsed. ’

These consent decrees, as well as the inquiries or investigations referred to above, could adversely affect MetLife's reputation or result in material
fines, penatties, 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 inguiries or
investigations maly affect the profitability of such-business.

The MetLife Bank Events may not relieve MetLife from complying with the consent decrees, or protect it from the inquiries and investigations relating
to residential mortgage servicing 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 staternents. For.a discussion of the Company’s significant accounting policies
see Note 1 of the Notes 1o the Consolidated Financial Statements. The most critical estimates include those used in determining:

[0} estimated fair values of investments in the absence of quoted market values;
(i)  investment impairments;
il estimated fair values of freestanding derivatives and the recognition and estimated fair value of embedded derivatives requiring bifurcation,

==

i
i

i amortization of DAC and the establishment and amortization of VOBA,;

(v)  measurement of goodwill and related impaimment, if any;

(vi)  liabilities for future policynolder benefits and the accounting for reinsurance;
(vii) measurement of income taxes and the valuation of deferred tex 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 criticat-accounting estimates. In applying the. Company's
accounting policies, we make subjective and complex judgments that frequently require estimates about matters that are inherently uncertain. Many of
these policies; estimates and related judgments are common.in-the insurance and-financial services' |ndustr|es others: are specific to the Companys
business and operations. Actual results could differ from these estimates.

Estimated Fair Value of lnvestments

In determining the estimated fair value of fixed maturity securities, equrty securities, tradlng and other -securities, short-term investments, cash
equivalents, mortgage loans and MSRs, various methodologres assumptions and’ inputs are utilized. )

When qguoted prices in active markets are not available, the determination of estimated fair value is. based. on market standard valuatlon
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 to these market standard valuation methodologies include, but are.not limited to: interest rates,
credit standing of the issuer or counterparty, industry sector of the issuer, coupon rate, call provisions, sinking.fund requirements, maturity, estimated
duration and management's assumptions regarding liquidity and estimated future cash flows. Accordingly, the estimated fair values are based on
available market information and management’s judgments about financial instruments.

The significant inputs.to-the market standard valuation methodologies for certain types of securrtres 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 pnces for simifar assets in active, liquid markets, quoted prlces in markets that aré not active and observable yields and spreads-in. the
market,

When observable inputs are not:available; the market standard valuation: methodologles for determrmng the estrmated fair value of ‘certain types of
securities that trade infrequently, and therefore’ have fittle or no price transparéncy, rely on inputs-that are significant to the estimated fair value that are
not observable in'the rmarket or cannot be derived principally from or corroborated by observable market data. These unobservable inputs can be based
in farge part on ranagement judgment or estimation, and cannot be supported by reference to market-activity. Even thoughunobservable, these inputs
are based on assumptions’ deemed appropnate glven the crrcumstances and consistent with ‘what other market partldpants Would use when pricing
such securrtres

The estrmated fair value of residential mortgage loans: held-for-salé and secuntrzed reverse resrdentral mortgage foans is determrned based on
observable pncrng for securities backed by similar types of loans, adjusted to corvert the securities prices to loan prices, or from mdependent broker
quotations, which is intended 1o 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, aré 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 determined on an individugl loan basis. For these loans,
estimated fair value is détermined using mdependent broker quotations, or values provided by independent valuation specrallsts or when the loan is in
foreclosure or otherwise coliateral 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 fliow models which utiize various
assumptions. Valuation. inputs and assumptions include generally observable items such. as type and age. of loan, Joan interest rates, current market
interest rates, and certain unobservable inputs, including assumptions regarding estimates of.discount rates, loan prepayments and s_ervicing costs, all
of which arg-sensitive to changing markets conditions. The use .of different valuation assumptions and inputs, as well as assumptions relating to the
coliection of.expected cash flows, may-have a material effect on the estimated fair values of MSRs..

Financial markets are susceptible to severe events evidenced by rapid depreciation in. asset values accompanled by a reduction in asset liquidity.
The Company's abllity 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 5 of the Notes 1o the Consolidated Financial Statements for additional information regarding the estlmated farr value of investments.

Investment lmpa:rments ‘

One of the sigrificant estimates Yelated to available-for-sale securities is the evaluation of |nvestments for |mparrments The assessment of whether
impairments have occurred s based on our case by-case evaluation of the underlying reasons for the decline in estimated fair value. The’Company’s
review of its fixed maturrty and equity securities for Impalrrnent includes an anaIyS|s of gross unrealized Iosses by three categories of severity and/or age
of gross unrealized loss. An extended.and severe unrealized loss position on a fixed maturity security may not have any.impact on the ability of the
issuer to service all scheduled interest and principal payments and the Company’s evaluation of recoverability of all contractual cash flows or the ability
to recover an amount at least equal to its amortized cost based on the present.value of the expected future cash flows to be collected. In contrast, for
certain equity securities, greater weight and consideration are given by the Company to a decline .in estimated fair value and the Iikelihood such
estimated fair value decline will recover.

Addttionally, we consider a wide range of factors about the securlty issuer and use our best Judgment in evafuatrng 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 eamings.potential. Considerations used by the Company in the impairment evaluation
process include, but are not limited to:

0] the length of time and the extent to which the estimated fair value has been below cost or amortized cost;
(i) the potential for impairments of securities when the issuer is experiencing significant financial difficuties;
(i)~ the potential for impairments in an entire industry sector or sub-sector;
(
{

)~ the potential for impairments in certain economically depreéssed geographic locations;

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

exhausted natural resources;

(vi)  with respect to fixed matunty securities, whether the Company has the intent to sell or will more likely than not be requ1red to sell a
particular security before récovery of the decline in estimated fair value below amortized cost;

(vii)  with respect to equity securities, whether the Company's ability and intent to hold'a particular securrty for a period of time sufficient to allow
for the recovery of its estimated fair value to an amount at least equal to its cost;

(viil) with respect to structured securities, changes in forecasted 'cash flows after consrderrng the quality of underlying collateral; expected
prepayment speeds; current and forecasted loss severity; consideration of the payment terms of the underlyrng assets backing a particular
security; and the payment priority within the tranche structure of the security; and _

(ix)  other subjective factors, including concentrations and information obteined 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
Company's periodic evaluation and assessment of known-and inherent risks- associated with the respective asset class. Such evaluations and
assessments are revised as conditions change and new information becomes available.

See Note 3 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 curency exchange rates, financialindices, credit spreads, default
risk, nonperformance risk, volatility, liquidity and changes in estimates and assumptions used in the pricing models. See Note 5 of the Notes to the
Consolidated Financial Statermnents for additional detalls 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 variable annuity product, with changes in estimated fair value reported in net derivative gains (losses). The estimated fair values of thesg
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 expectatiohs concerning policyholder behavior.
A risk neutral valuation methodology is used under which the cash flows from the guarantess ‘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’s nonperformance risk and
risk margins for non-capital market inputs. The nonperformance risk adjustment, which is captured as a spread over the risk free rate in determining the
discount rate to discount thé 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 a market participant would require to assume the
risks related to the uncertaintiés 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 nonperformance risk in fair
value measurements. During the second quarter of 2010, the Company completed a study that aggregated-and evaluated date, including historical
recovery rates of insurance companies, as well as policynolder behavior cbserved during the recent financial crisis. As a 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 Comipany’s income from continuing operations, net of income tax, with no effect on operating earmings.

The table below illustrates the' impact that a range of reasonably likely variances in credit spreads would have on. the Company’s consolidated
palance 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 volatiity, 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 fikely events in the near future.

Carrying Value
At December 31, 2011
DAC and
PABs VOBA
{In millions)

100% increase in the Company's Credit Spread . . .. .ot $2,449 $ 700
ASTEPOMEA ..ot $4,176 $ 968
50% decrease in the Company’s Cradit SOIEAA . . .+ .« v ettt e $5,479 $1,110

The accounting for derivatives is complex and interpretations of accounting standards continue to evalve in practice. If t 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 a 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 a material effect on the amount
reported in net income.

Variable annuities with guaranteed minimumn 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 Company’s
nonperformance risk, variations in actuarial assumptions regarding policynolder 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. If interpretations change, there is
a risk that features previously not bifurcated may require bifurcation and reporting at estimated fair value in the consolidated financial statements and
respective changes in estimated fair value could materially affect net income.

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 a 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 fair 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 a corresponding and offsetting change in fair value of the direct guarantee.

See Note 4 of the Notes to the Consolidated Financial Statements for additional information on the Company’s derivatives and hedging programs.

Deferred Poliéy Acquisition Costs and Value of Business Acquired
The Company incurs significant costs in connection with acauiring 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, resuiting 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 morbrdrty separate
account performance, surrenders, operating expenses, investment retums, nonperformance risk adjustment and other factors. Actual experience on the
purchased business may vary from these projections. Tha recovery of DAC and VOBA is dependent upon the future profitability of the related business.

The Company will adopt new gurdance regarding the accountrng for DAC béginning in the first quarter of 2012 and will apply it retrospectively to all prior
periods presented in its consol lidated financial statements fof all insurance contracts, See Note 1 of the Notas to the Consolidated Financial Statements

Separate account rates of return on variable universal life contracts and variable deferred annurty contracts affect in-force account balances on such
contracts each réporting pericd ‘which can result in ‘significant fluctuations in arfiortization of DAC and VOBA. The Company’s practice to determine the
impact of gross profits resultrng from returns on separate accounts assumes that Iong -term appreciation in equity markets is not changed by short-term
market fluctuations, bt is only ‘changed when sustained interim deviations are expected. The Company monitors these events and only changes the
assumptron when its Tong-term expéctation changes. The effect of an mcrease/(decrease) by 100 basis points in the assumed future rate of retum is
reasonably likely to result in a decrease/(lncrease) in the DAC and VOBA amortization of approxnmately $161 mrllron wrth an offset to the Company's
uneamed revenue !|abrlrty of appro><|mately $26 million for this factor.

The Company &lso penodrcaliy reviews other long-term assurnptlons unolerlyrng the projections of estimated gross rnargrns and profits. These
incliide investment rétums, policyholder dividend scales, irterest crediting rates, mortality, " persistency, and expenses ‘to administer business.
Assumptions used in'the calculation of estrmated _gross margins and profits which may have significantly changed are updated annually. If the update of
assumptions’ causes expected future gross marging and profits to increase, DAC and VOBA amortrzatlon will decrease, resulting in a current period
increase to earnrngs The opposite result occurs Wwhen thé assumption update causes expected future gross margins and profits to decrease.

The Company’s most sxgn|f|cant assumption updates resulting in a change to expected future gross margins and profits and the amortization of DAC
and VOBA are due to revisions to expected future” |nvestment returns, expenses, in-force or persistency assumptions and policyholder dividends on
participating traditional fife contracts, variable and unrversal life contracts and annuity contracts. The Company expects these assumptions to be the
ones most. reasonably likely to cause S|gnrf|cant changes in the future Changes in these assumptions can be otfsettrng and the Company is unable to
predict their movement or offéétting Impact over time.

At Decemper 31, 2011, 2010 and 2009, DAC and VOBA for the Company was $28.0 billion, $27.1 bilion and $19.1 brllron respectively.
Amortization of DAC and VOBA associated with the variable and universal life and the annuity contracts was srgnn‘rcantly impacted by movements in
equity markets. The foliowing chart illustrates the effect on' DAC and VOBA of changing each of the respective assumptions, as well as‘updatlng
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 a corresponding decrease (increase) in amortization.

Years Ended December 31,

2011 72010 2009
_ . (In millions)

Investment retum . . ... e e $ (64) $B4 . % 2
Separate aCCoUNt DAIANCES . oo\ e e - (145) 23 (85)
Netinvestrent gain (I088) .. ... ... (6786) (124) 712
Guarantead Minimum INcome Benefits .. .. ... .. oot (15) 84 187
EXDENSE o e (7) 96 61
INFOMCE/PEISISIENCY . oot e e e e ©) 9 (118)
Policyholder dividends and ofher ......................... S L 60 (209) 154
JOtal o $(749) $(199) $933

The following represerts significant items contributing to the changes to:DAC -and VOBA amortization in 2011:

« The decrease in equity markets during the year lowered separate account balances which led: to a reduction in actual and expected future gross
profits on variable universal life' contracts and variable deferred annuity contracts resultrng in an increase of $145 milion in DAC and VOBA
amortization. :

« Changes in.net investment garns (losses) resutted in-the following changes in DAC and VOBA amortrzatron
— Actual gross profits decreased as a result of an increase in liabllities associated with guarantee obligations on variable annuities, result;ng ina

decrease of DAC -and VOBA amortization of $531 miilion, excluding the impact from the Company's nonperformance 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 $347 million.

-~ The widening of the Company's nonperformance 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 impact of net investment gains (losses), which increased DAC amortization by $72 million, was primarily attributable to
current period investment activities.

The following represents significant items.contributing to the changes to DAC and VOBA amortlzat|on in-2010:

» Changes in net investment gains (losses) resuited in the following changes in DAC and VOBA amortization:

—-Actual gross profits. increased as a result of a decrease in liabilities associated with guarantee obligations on variable annuities, resulting in-an
increase of DAC and VOBA amortization of $197 million, excluding the impact from the- Company's 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 a decrease in DAC and VOBA .amortization of 388 million.
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— The narrowing of the Company's nonperformance risk adjustment increased the valuation of guarantee liabities, decreased actua! gross profits
and decreased DAC and VOBA amortization by-$96 milion. 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 milion, was primarily attributable to
current period investment activities. '

« Included in policyholder dividends and other was an increase in DAC and VOBA amortization of $42 milion as a result of changes to long-term
assumptions. In addition, amortization increased by $39 milion as a 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 a resutt of a 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 Company’s 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 resuited in a decrease in DAC and VOBA amortization of $636 million.

— The narrowing of the Company’s nonperformance risk adjustment increased the valuation of guarantee liabilites, 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 milion, was primarily attrioutable to
current period investment activities. : )

« Included in policyholder dividends and other was a decrease in DAC and VOBA amortization of $90 milion as a result of changes to long-term
assumptions. The remainder of the decrease was due to various immaterial items.

The Company's 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 milion and $1.4 bilion in 2011 and 2010, respectively. The decrease in unrealized investment losses decreased the DAC and VOBA balance by
$2.8 bilion in 2009. Notes 3 and 6 of the Notes to the Consolidated Financial Statements include the DAC and VOBA offset to unreelized 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 ‘carmying value of a reporting unit exceeds its estimated fair value, the implied fair value of the
reporting unit goodwill is compared to the carrying value of that goodwil 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 determiried in a business acquisition. The key
inputs, judgments and assumptions necessary in determining estimated fair value of the reporting units include projected operating eamings, curent
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 muttiples, 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 judgment when determining. the estimated fair value of our reporting units and when assessing the relationship of market
capitalization to the aggregate estimated fair value of our reporting units. The valuation methodologies utilized are subject to key judgments and
assumptions that are sensitive to change. Estimates of fair value are inherently uncertain and. represent only management’s 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 resuilts of operations or financial position. v .

During the third quarter of 2011, the Company announced its decision to explore the sele of MetLife Bank's depository business. As a result, in
September 2011, the Company performed a goodwill impairment test on MetLife Bank, which is a separate reporting unit within Corporate & Other. As
a resuit of the testing, the Company recorded a $65 million goodwill impairment charge that is reflected as a net investment loss for the year ended
December 31, 2011. See Note 7 of the Notes to the Consolidated Financial Statements. _ .

In addition, the Company performed its annual goodwill impaiment tests of its other reporting units and concluded that the fair values of all reporting
units were in excess of their carying 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 goodwilt impairment testing on the Retirement Products reporting unit. This testing was
due to adverse market conditions, which caused both the equity markets and interest rates to decline. The fair.value of the Retirement Products
reporting unit, which was calculated based on application of an actuarial valuation approach, exceeded the canying 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 100 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, wil, in all likelihood, differ in some respects
from actual future results. A change in market conditions, including equity market retums, interest rate levels and market volatility could result in a
goodwill impairment. ’

In the fourth quarter of 2011, the Company announced that it will be reorganizing its business into three broad geographic regions, The Americas,
EMEA and Asia, and creating a global employee benefits business, to better reflect its global reach. As a result, the Company's reporting structure may
change the composition of certain of its reporting units.

See Note 7 of the Notes to the Consolidated Financial Statements for adaditional informationvon'the Company’s 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 establisned based on methods and
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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 retums, 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. Utllizing these assumptions, liabilities
are established on a block of business basis. If experience is less favorable than assumed, additional liabilities may be established, resulting in a charge
to policyholder benefits and claims.

Future policy benefit liabilities for disabled lives are estlmated using the present value of benefts method ahd experience assumpttons as to claim
terminations, expenses and interest.

Liabilities for unpaid claims are estimated based upon the Company's 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 ratably over the accumulation period based on total
expected assessments;. Liabilities -for .universal-and variable life secondary guarantees -and paid-up guarantees are determined by estimating the
expected value of death benefits payable: when: the account balance is projected to:be zero and. recognizing those: benefits ratably over the
accumulation period based on total expected assessments. The assumptions used in 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 vo!at:hty for variable products are
consistent with historical experience of the appropriate underlying equity index, such as the S&P 500 Index.

The. Company pericdically 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: i

See Note 8 of the Notes to the Consolidated Financial Statements for additional |nformat|on onthe Compenys liability for future policy benefits.

Reinsurance : :

Accounting for reinsurance reqwres extensive use of ‘assurptions and estimates, pamoularly related to'the future performanoe of the underlying
business and the potential impact of counterparty credit risks. The ‘Company periodically reviews actual and anticipated expenehce compared to the
aforémentioned assumptions used to ‘establish assets and liabllities relating fo 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 accordance- with. applicable accounting standards. The Company reviews all-contractual features, particularly those that may limit the
amount of insurance risk to which the reinsurer is subject or features that delay the timely: reimbursement of claims. If the Company determines that a
reinsurance agresment does not.expose-the reinsurer.to-a reasonable possibllity. of a S|ghmoant loss from-insurance risk, the Company records the
agresment using the deposit method of.accounting. .

. See Note 9 of the Notes to the Consolidated Financial Statements: for additional.information on the Company’s reinsurance programs.

~ Income Taxes » ‘

The Company provides for federal, stateé 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 liabiities. The Company’s accounting for-income taxes represents management's best
estimate of various events and transactions. Thiese tax laws are complex and are subject fo differing interpretations by the taxpayer and the relevant
govemmiental taxing authorities. In-establishing a provision for income tax expen'se we must make judgments and interpretations about theapplication
of these inherently complex tax laws: Wé must also make est|mates about vvheh in‘the future certain |tems will affect taxable income in the varicus tax
jurisdictions, both domestic-and foreign:

The redlization of deferred tax-assets dépends upon the existerice 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 deférred income” tax assets will not be realized. Factors inmanagement's determination indlude the performance of the
business and its ablity to generate capital gains. Significant judgment is required in determining whether valuation allowances shouid be estabhshed as
well as the amourit of such allowances."When making such determination, consideration is given to, among other thtnge the following:

(i) * future taxable income exclusive of reversing temporary dn‘ferences and carryforwards

(iy © future reversals of existing taxable ternporary dn‘ferehces

(i)  taxable income in prior carryback years; and

(v} tax planning strategies. : o

Displites ovér interpretations of the tax laws may be subject to review and adjudlcanon by the Gourt 'systems of the various tax jurisdictions or may
be settled with the taxing authority upon audit. The Company detérmines whether it is more likely than not that a tax posifion wil 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 reguired to
change its provision for income taxes when estimates used in-determining valuation allowiances ‘on deferred tax assets significantly charige, or when
receipt of new information indicates the-need for adjustment in valuation allowances. Addltlonally future events, such as changes*intax laws, tax
reguiations, -or interpretations of stich laws or regulattons could havé arr impact on the prowston for income tax and the effective ta>< rate Any such
changes could-significantly affect the amounts reportedin the consolidated financial statements in the year these changes occur. -

See Note 15 of the Notes to the Consolidated Flnanmat Statements for additional information on the Company s income'taxes.

Employee Benefit Plans .

* Certain subsidiaries of MetLife, Inc. sponsor and/or admlhlster pension ahd other postretlrement beneﬂt plans covertng employees who mest
specified eligibility. requiremnents. The obligations and expenses associated with these plans require an extensive use of assumptions such as the
discount rate, expected rate of retun on plan assets, rate of future compensation increases, healthcare cost trend rates, as well as assumptions
regardtng 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 a variety of factors such as historical performahce of the plah and its assets, currently
available market and industry data, and expected benefit payout streams. We determine our expected rate of return on ptah assets based upon an
approach that considers inflation, real retum, term premium, credit spreads, equity risk premium and capital appréciation, as wéll'as: expenses, expected
asset manager performance and the effect of rebalancing for the eduity, debt and real estate asset mix applied on a weighted' average basis to our
pension asset portfolio. Given thé ‘amount of plan assets as of Decémber 31, 2010, if we had assumed an expected Tate-of retum for both our pension
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and other 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 a decrease of $75 million and an increase of $75 million, respectively. 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 uttimately accompany any changes in our assumed long-term rate of retum.

We determine our discount rates used 1o 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 December 31, 2010, the beginning of the measurement
year, if we had assumed a 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 a decrease of $122 million and an increase of $142 milion,
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 uttimately 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
a significant effect on the Company's 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 Company's
employee benefit plans.

Litigation Contingencies : :

The Company is a party to a number of legal actions and is involved in a number of regulatory investigations. Given the inherent unpredictability of
these matters, it is difficult to estimate the impact on the Company's financial position. Liabilities are established when it is probable that a-foss has been
incured and the amount of the loss can be reasonably estimated. Liabilities related to certain lawsuits, including the Company's asbestos-related
liability, are especially difficult to estimate due to the limitation of available data and uncertainty regarding numerous variables that can affect liability
estimates. The data and variables that impact the assumptions used to estimate the Company's asbestos-related liability include the number of future
claims, the cost to resolve claims, the disease mix and severity of disease in pending and future claims, the impact of the number of new claims filed in
a particular jurisdiction and variations in the law in the jurisdictions in which claims are filed, the possible impact of tort reform efforts, the wilingness 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 a quarterly and annual basis, the Company reviews relevant
information with respect to liabilities for Itigation, regulatory investigations and litigation-related contingencies to be reflected in the Company’s
consolidated financial statements. It is possible that an adverse outcome in certain of the Company'’s litigation and regulatory investigations, including
asbestos-related cases, or the use of different assumptions in the determination of amounts recorded could have a material effect upon the Company's
consolidated net income or cash flows in particular guarterly or annual periods.

. See Note 16 of the Notes to the Consolidated Financial Statements for additional information regarding the Company’s 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 a basis
upon which capital is deployed. The' economic capital model accounts for the unique and specific nature of the risks inherent in- the Company’s
business. .

Effective January 1, 2011, the Company updated its economic capital model to align segment allocated equity with emerging stendards and
consistent risk principles. Such changes to the Company's 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 eguity do not impact the Company's consolidated net
investment income, operating eamings or income {loss) from continuing operations, net of income tax.

Acquisitions and Dispositions

See Note 2 of the Notes to the Consolidated Financial Statements.

During 2011, a local operating subsidiary of American Life closed on the purchase of a 99.86% stake in a Turkish Tife insurance and pension
company and at the same time entered into an exclusive 15-year distribution arrangement with the seller to-distribute the company’s 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 a 30% stake in Metlife India Insurance Company Limited ("MetLife india”) and to enter into a separate exclusive 10-year
distribution arrangement to sell MetLife India’s products through PNB's branch network. PNB'’s acquisition of the 30% steke 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"), Aviva’s life
insurance business in the Czech Republic and Hungary and Aviva's 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 a comprehensive capital plan, as mandated by the Federal Reserve's 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 dividend from $0.74 per share to $1.10 per
share. In March 2012, the Federal Reserve informed MetLife that it objected to MetLife’s proposed capital plan. As a result, MetLife is-currently not able
to engage in share repurchases or to pay an annual common stock dividend of more than $0.74 per share, See “Business.”
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Results of Operations
Year Ended December 31, 2011 COmpared with the Year Ended December 31, 201 0

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 tsunami, our sales
results in Japan are stronger than anticipated and contmue 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 adversely impacted by
a combination of poor equity market returns and lower interest rates. In the U.S., sustained high levels of unemployment and a challenging pricing
environment continue to depress growth across our group insurance businesses. Whilé 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 sluggish. We experienced steady growth and improvement in sales of the majority of our products abroad.

Years Ended
December 31,
2011 2010 Change " ':% Change
(1h millions) : s
Revenues . : : Lo
Premiums . ................ e B $36,361 $27,071 $ 9,290 34.3%
Universal life and investment-type product policy fees ...................... 7806 6028 1778 ' 29.5%
Net investment INCome . ... ... .o...ee v P 19606 17,511 2005  12.0%
OerreveNUES . . v v ...... G 2,632 2,328 204 8.8%
Net investment gains: (losses)-... . . ... .. .. TN e - (867) (408) (459)
Net derivative gains (losses) ........... for o e A 4,824 (265 5,089
TOtl 1OVENUES oo ool S e R 70262 - 52,265 17,997 . 34.4%
Expenses : ) : ’ .
Policyholder benefits and claims and policyholder dividends . ... ............. 36,903 30,670 6,233 20.3%
Interest credited to poIiéyhoIder B0COUNt DAIBNCES v oo - 5,603 4,919 684 13.9%
Capitalization of DAC . ..o o e (6,858) (3,299) (3,559) )
~ Amortization of DAC and VOBA ...\ o oo e 5,391 2,843 0548  89.6%
Amortization of negative VOBA . ., B e PR . (697) 64) (633) ‘
Interestexpenseondebt ... 1,629 1,560 79 5.1% -
L Other eXpenses . i v e e e e T 18,265 11,734 6,531 - 55.7%
 Totalexpenses ... .. ... DU e RO 60,236 48353 11,883  246%
Income {loss) from continuing operations before provision for income tax .. ... .. © 10,026 3,912 6,114
Provision for income tax expense (benefit) . ....... ... . 3,075 1,165 -« 1,810 - -
Income (loss) from continuing operations, net of income tax .. . . ... SR 6,951 2,747 4,204 o
income (loss) from discontinued operations, net of incometax .v............. 20 : 39 (19 (48.7)%
"Netincome l088) .. ... ...\ t... .. U S IO cKeTa 2786 . 4,185
Less: Net income (loss) attrioutable to. noncontrollmg mterests R . © 0 . @
Net income (loss) attributable to I\/Ietl_|fe Inc. .. T L 6,981 2,790 4,191
Less: Preferred stock dividends . ... e 1227 22 = —%
Preferred stock redemption Prémium .. ... ..o i A 146 - 4B, '
Net income (loss) available to MetLife, Inc.'s common shareholders .. ......... $ 67137 $ 2668 °$ 4,045

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 brlhon to $7 O b;lhon
primarilydriven-by a favorable change in net derivative gains (losses), partially offset by increased net investment losses, net of related adjustments,
principally associated with DAC and VOBA amortization. Also-included in income (loss) from continuing operations, net of income tax, are the resutts 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:fiow and duration to support
our current and future liabilities. Our intent is to match the timing and amount of liability cash outflows with invested assets that have cash inflows of
comparable timing and amount, while optimizing, net of income tax, risk-adjusted net investment income and risk-adjusted total return. Our investment
portfolio is heavily weighted toward fixed income investments, with over 80% of our portfolio invested in fixed maturity securities and mortgage loans.
These securities and loans have varying maturities and other characteristics which cause them to be generally well suited for matching the cash flow
and duration of insurance liabilities. Other invested asset classes including, but not limited to, equity securities, other limited partnership interests and
real estate and real estate joint ventures, provide additional diversification and opportunity for long-term yield enhancement in addition to supporting the
cash flow and duration objectives of our investment portfolio. We also use derivatives as an integral part of our management of the investment portfolio
to hedge certain risks, including changes in interest rates, foreign currencies, credit spreads and equity market levels. Additional considerations for our
investment portfolio include current and expected market conditions and expectations for changes within our specific mix of products and business
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segments. In addition, the general account investment portfolio includes, within trading and other .securities, contractholder-directed investments
supporting unit-inked variable annuity type liabilities, which do not qualify as separate account assets. The retums 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 a corresponding change in policyholder account balances through interest credited to policyholder account balances.

The composttion 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 liablities 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 intemal 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 cumency derivatives to provide economic hedges of certain invested assets and insurance
liabiliies, 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 eamings 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 a favorable change in freestanding derivatives of $3.9 bilion, 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-a 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 a positive impact of $1.5 bilion on our equity derivatives, which was primarily attributable to
hedges of variable annuity minimum benefit guarantee liabiities 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 primarlly attributable to hedged risks relating to changes in market factors of $1.6 bilion and an unfavorable change in other unhedged
non-market risks of $308 million, partially offset by a favorable change in unhedged risks for changes in the adjustment for nonperformance risk of $1.3
pilion. 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 descrioed 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 lowsr net gains on sales of fixed maturity and equity securities. These losses were partially offsst 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 a loss of $41 million in 2011 compared to a gain of $111 million in 2010. Included in this loss was a
reduction in total revenues of $73 milion and an increase in total expenses of $79 million. As previcusly mentioned, the Divested Businesses include
certain operations of MetLife Bank and the Carlobean Business. .

Income tax expense for the year ended December 31, 2011 was $3.1 bilion, 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 2010. The
Company's 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 refation 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 eamnings, 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 eamings and operating eamings 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 earmnings and operating earmings available to common shareholders 'should not be viewed as substitutes for GAAP
income (loss) from continuing operations, net of income tax, and GAAP net income (loss) available to MetLife, Inc.’s common shareholders, respectively.
Operating eamings available to common shareholders increased $1.5 billion to $5.3 bilion in 2011 from $3.8 billion in 2010.
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Reconciliation of income (Ioss) from continuing operations, net of income tax, to operatlng earnings available to common

shareholders

Year Ended December 31, 2011 o
Corporate Auto
&

Other

Insurance = Retirement Benefit International  Corporate
Product: Product: Fundi Home Japan Regions & Other Total
{In millions)
Income (loss) from contmumg operanons net of i income i
X $2,629 $1,419 $1,405 $ 90 $1,190 $ 782 ‘$(664) - $6,951
Less: Net investment gains (Iosses) ................... v 53 84 23 9 (227) 616) (181) (867)
Less: Net derivative gains (losses) . . ............ooou 1,849 1,747 366 (12) 200 785 (111 4,824
Less: Other adjustments to continuing BT . ‘ :
operations(1) v e (125) (777) A1 — 38 (441) (427) (1,641)
Less: Provision for income tax (expense) benefit . ... .. e (623) (368) (166) 7 3) 18 290 (8456)
Operating eamings ....... S P o 81475 $ 733 $1,091  $104° $1,176 $1,036 (135) 5,480
Less: Preferred stock dividends ................... ... 122 - 122
Operating earnings available to comman shareholders . . . . . $(257) $5,358
Year Ended December 31, 2010 ‘
. Corporate Auto Other
Insurance  Retirement Benefit & International  Corporate
Products Products Funding Home Japan Regions Other Total
' (In millions)
Income (joss) from oormnumg operations, net of income tax ..  $1,367 $792 $1.020 - $295 $ 2 $(155) $(674) - $2,747
Less: Net |nvestment galns losses) oo 103 139 176 (7) 9 (280) (630) (408)
Less Net derivative 0ains (I0SSES) v v B 215 . 235 (162). (1), (144) (347) ©1) (265)
Less: Other adjustments to continu:ng ) : :
operations(1) ... vy e T (244) (381) 140 — 12 (439) 2 914)
Less: Provision for income tax (expense) benefit ........... (28 (4) (54 3 49 225 188 379
Operatingeamnings ................. PR $1,321 $803 $ 920 $300 ’ $ 94 $686 (169) 3,955
Less Preferred stock d|V|dends ............ i 122 122
Operatmg eamings available to common shareholders i . R $(291). - $3,833
(1) See definitions of operating revenues and operating expehses for the components of such adjustments.
Reconciliation of GAAP revenues to operating revenues and GAAP expenses to operating expenses
Year Ended December 31 201 1
. Corporate Other
Insurance Retirement Benefit Auto & International ~ Corporate :
Products’ .. Products Funding Home Japan Regions & Other Total
(In millions) 2
Totalrevenues . ..o oo e $27,841  $9,0156 $8613° “$ 3,217 $ 8822 $10,538 $2,216  $70,262
Less: Net invéstment gains (osses) ...\ ... DT 53 84 - 283 ) (221) 616) (181) (867)
Less: Net denvatrve gams (losses) ... ..viiiil. 1,849 1,747 366. {12 200 785 (111 4,824
Less: Adj ustments related 1o net investment gains : .
(losses) and.net derivative gains (losses) ., ... ... 14 - — = - — — 14
Less: Other adjustments to v .
revenues(l) ..o (224) 78 145 — (407) 50 1,265 907
Total operating revenues .. ... $ 26149 $7,106 $8079 $ 3238 $ 92560 $10,319  $1.243 $65,384
Totalexpenses ......... .. .. ... ... . $ 23,795 36,833 $6,454 $ 3,162 $ 6,994 $ 9,376 $3,622  $60,236
Less: Adjustments related to net investment gains
(losses) and net derivative gains (losses) .. ... ... (85) 638 - — 19 — — 572
Less: Other adjustments to
expenses(l) ... — 217 54 — (464) 491 1,692 1,990
Total operating eXpenses ... $ 23830 $5978 $6,400 $ 3,162 $ 7,439 §$ 8885  $1,930 $57,674
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Year Endéd December 31, 2010

) Corporate ' Other
Insurance Retirement Benefit Auto & International - Corporate
Producis Products Funding Home Japan Regions & Other Total
) K . . . (In millions) ) .
TOITBVENUES © . oo oot $ 26,444  $6,849 $7568 $ 3,146 $669 $5,685 $1,904 $ 52,265
Less: Net investment gains (losses) ............ L - 108 139 176 7 ©) (280) (530) (408)
Less: Net derivative gains (losses) . ................ v 215 235 (162) 1y (144) (347) C (61 0 (265
Less: Adjustments related to net investment gains - ) )
(losses) and net derivative gains (losses) . . . .. RN ' 1 — - - — - - 1
Less: Otner adjustments to ‘ v , )
revenues(l) oo e R (151) (39) 190 — 1168 (72) 1,450 1,494
Total operating revenUes ... ... vuvv v v vrn e ns $ 26276 $6,514 37,364 - $ 3,154 $706  $6,384. $1.046 $ 51,443
Total expenses ... ... ) .‘ .................. P ©$24,338  $5622  $5900 § 2,781 ‘$6'64 $5,917 $S,032 $ 48,353
Less: Adjustments related to net investment gains - - " . . ) .
(losses) and net derivative gains (losses) .......... 90 35 - R — 125
Less: Other-adjustments to | : ‘. ) .
eXPENSES(1) « vt e 4 307 50 i 104 367 1,462 . 2,284
Total operating eXpenses: . ... $ 24244 $5280 $5,949 $ 2,781 $560.  $5,550 $1.580° $ 45,944

(1) See definitions of operating revenues and operating expenses for the compenents of such adjustments.

Consolidated Results — Operating
Years Ended December 31,
2011 2010 Change % Change
{In millions)

Operating Revenues R ) ‘ :
PIOIMIUMIS o ottt e et et e e e e Lo 836,269 827,071 $ 9,198 34.0%

Universal life and investment-type product policyfees . ... ... o 7,628 5,817 1,711 _ 29.4%
Net investmentincome ... .......... I 19,676 16,880 2,796 16.6%
Otherrevenues e P 1,911 1,675 236 14.1%
Total operatrng TEVENUBS .+ o'\ e et et e e e e 65,384 51,443 13,041 27.1%
Operating Expenses 4
Policyholder benefits and claims and polroyholder dividends .......... ... oo e 36,227 29,972 6,255 20.9%
Interest credited to policynolder accountbalances . ... ... o 6,057 4,697 1,360  29.0%
Capitalization Of DAC .« ..ot (6,849) (3,299) (3,650)
Amortization of DAC and VOBA . ... e 4,799 2,802 1,997 71.3%
Arriortization.of negative VOBA . . . ... T N P I S 619) 57) (562) '
Interest expense ON BT . ..o\t 1,305 1,139 -7 166 1 14.8%
OtBr EXPEINSES .+ o v ittt i e 16,754 10,690 6,064 - 56.7%
Total operating expenses . .. .. .. S i P, " 57,674 45944 11,730  25.5%
Provision for income tax expense (benefit) ........ e 2,230 1,544 686 44.4%
Operating €aMINGS .+« .+« vttt P 5,480 3,955 1,625 38.6%
Less: Preferred stock diviAends . . ... oo v e HE 122 122 - —%
Operating eamings avallgble to common shareholders ... ... oo $ 538 $3833 & 1525 39.8%

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

. The increase in operating eamings reflects the impact of the Acquisition with the corresponding effects on each of our financial statement lines in
both Japan and Other Interriational Regions. Further trends and matters impacting our business and the comparrsorr 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 mterest rate environment. Changes in
foreign currency exchange fates had a strghﬂy positive impact on results compared to 2070.

In 2011, we benefited from strong sales as well as growth and higher persrstenoy in our business, across many of our products. As a result, we
experienced growth in our investment portfolio, as well as our average separaté account assets, generating both higher net investment income of $479
million and higher policy fee income of $265 milion. Since many of our products are interest spread- based, thé growth in our individual fife, long-term
care ('LTC’) and structured settlernent businesses also resulted in a $131 milion increase in interest credited expenses. These increased sales also
generated an increase in commission ‘and other volume-related expenses of $622 milion, which was largely offset by an increase of $538 milion in
related DAC caprtallzatron ln addrtron other non- varlable expenses mcreased $73 mrlhon dueto growth in our exrstrng busrnesses
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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 a net increase to operating eamings of $23
million, in the current year. )

In the fourth gquarter of 2011, we announced a reductlon in our dswdend scale related to our closed block. The impact of this action increased
operating eamings by $54 million.

Severe weather during 2011 was the primary driver of our unfavorable claims experience in Auto & Home, which decreased operating eamings by
$239 million. In addition, in the third quarter of 2011, we incurred a $117 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 eamings by $100 million.

Market factors, specifically the current low interest rate environment, continued to be a challenge during 2011. Also in 2011, equrty markets
remained relatively flat compared to much stronger 2010 equity market performance. Investment vields were negatively impacted by the current low
interest rate environment and lower retums in the equity markets, partially dffset by improving real estate markets, resulting in a $157 milion decrease in
net investment income. DAC, VOBA and DSI amortization and certain insurance-related ligbilities 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 offsetting these decreases was a $119 milion improvement in operating eamings, primarly driven by lower average crediting
rates on our annuity and funding agreement businesses. The lower average crediting rates continue to reflect the lower investment retums 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 milion.

Interest expense on debt increased $109 million primarily as a result of debt |esued in the third and fourth quarters of 2010-in connection with the
Acquisition and Federal Home Loan Bank (“‘FHLB") borrowings.

The Company incured $40 million of expenses related to a 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 fower driven by an increase in expenses of $31 milion in response to both a larger
portfolic and increased regulatory oversight.

The Company aiso benefited from a hlgher tax benefit in 2011 of $88 million over 2010 primarily due to $75 mllllon of charges in 201 Orelated to the
Patient Protection and Affordable Card Act-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 D 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 a charge in the first quarter of 2010, when the legislation was enacted. The higher tax benefit was also a result of higher utilization of tax
preferenced investments which provide tax credits and deductions.

Insurance Products
b Years Ended December 31,

2011 2010 Change - % Change
: (In millions)

Operating Revenues - . )
P EIMIUIIS o $16,949  $17,200 ° $(251) ©(1.5)%
Universal life and investment-type product policyfees . . ... ..o o o AU 2,264 2,247 17 - 0.8%
Net INVESIMENt INCOME . .. oo 6,107 6,068 39 - 0.6%
Otherrevenues .................... S 829 761 68 8.9%

Total operaing revenUeS . ... .. e 26,149 26,276 (127)  (0.5%
Operating Expenses e
Policyholder benefits and claims and policyholder dividends .. ... 18,707 19,075 (368) ' - (1.9%
Interest credited to policyholdér accountbalances ... ... . 997 963 34 3.5%
Capitalization of DAC . . . . .. . e e e e e e (864) (841) 23) (2.7)%
Amortization of DACandVOBA ................ e e e e 897 966 69y - (7.1)%
Interest expense ON et . . oo e e e e — 1 (1 (100.00%
OtEr BXPENSES . oo e e 4,143 4,080 63 1.5%

Total operating expenses .-...... ... e e 23,880 24,244 (364) (1.5/%
Provision for income tax expense (0enefit) . ... .....vv vt e 794 711 83 11.7%
Operating €amiNgS . .« v« v v e e S ISR $1,475 8§ 1,821 $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 busmesses 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 a
challenging pricing environment continue to depress growth in many of our group insurance businesses. Our dental business benefited from higher
enroliment and certain pricing actions, but this was more than offset by a 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 deposits, along with an expansion
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of our securities lending program, resulted in an increase in our-average invested assets, which contributed $182 million to operating eamnings. Mirroring
the growth in average invested assets in our individual life and LTC businesses, Interest credited on long-duration contracts and-on our policyholder
account balances increased by $76 million. The aforementioned increased sales of our individual variable- and universal life. products, which was mainly
driven by our launch of a new product in the current year, coupled with ongoing organic: growth.in the business, increased operating eamings by $41
milion. These increased sales also generated an increase in commission expenses, which was mostly offset by the capitalization of these:expenses.
Broker—dealer related revenues also increased during the year and were significantly offset by a corresponding increase in other expenses.

In 2011, pricing actions and improved claims experience, mainly as a result of stablizing benefits utilization, drove a-$57 million increase.in our dental
results. Higher closures and lower-incidences in 2011 contributed to the $43 million increase in our disability results. Our life businesses were essentially
flat: however, lower claims incidence resulted in very strong group:life mortality gains, which were offset by increased severity of. claims.in the variable
and universal life businesses. On. an annual basis, we perform experience studies, as well as update our assumptions surrounding 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 primarily related to
policyholder behaviors, such as projected premium assumptions and various factors impacting persistency, coupled with insurance related refinements,
resulted in a net increase to operating eamings of $41 milion. Partially offsetting these favorable impacts was a $109 milion charge, recorded in the
third quarter of the current year, related to our use of the Death Master File, in both our group and individual life businesses. ' '

Refinements in our DAC modelin both' years as well as the impact of higher amortization in 2010 contributed to a $37 million net decrease in
amortization. Tre higher levél of amortization in 2010 was primarily due to the emergence of actual premium and lapse information which differed from
management's expectations: } o

In the fourth quarter of 2011, we announced a reduction to our dividend scale related to our closed block. The impact of this action incredsed
operating earnings by $54 milion. :

Market factors, specifically the current low interest rate environment, continued to be a challenge during 2011, Investment. yields were negatively
impacted by iower retums on allocated equity and lower returns in the equity markets, partially offset by improving real estate markets. Unlike in
Retirement Products and Corporate Benefit Funding, a reduction in investment yield does not necessarily drive a corresponding change in the rates
credited on policyholder account balances: or amounts held for future policyholder benefits. The reduction in investment yield resuited in a $164 million
decrease in operating earnings. Partially offsetting this decline was the impact of updating projected market factors as part of our aforementioned annual
update to assumptions. This Update resulted in an unlocking event, resulting in a $32 milion increase to operating eamings. e L

Retirement Products
Years Ended December 31,

2011 2010 Change - % Change
{in millions)
Operating Revenues :
= 01180 1= I $1.141 $ 875 $ 266 30.4%
Universal life. énd,investment-type productpolicy fees ... ... oo 2,463 2,024 439 ¢ 21.7%
Nt INVESIMENT OO L\ s o ot et e e e e e e 3,195 3,395 (200)+ 5.9)%
Other revenues ............... PP 307 . 220 87  39.5%
TOtal OPEIAHING FEVENUES - .« « o e e v e e e e e e e e e 7,106 8,514 592 9.1%
Operating Expénses '
Policyholder benefits and claims and policyholder dividends . .. ... oo P 1 ,‘846 1,487 359 24.1%
Interest credited to policyholder accountbalances ... ... i DL 1,69 - 1,612 » (17 (1:1)%
Capitalization of DAC . ... .. .. ..o oot e e L (1,612 (1,067) (545) (51.1)%
Amortization of DAC and VOBA ... ..o L S 1,004 808 - 196 24.3%
Interest eibense ondebt ... e o L ‘ 2 3 1 (33.3)%
OHNEr BXDENSES .+« o oo BRI 3,143 2,437 706, 29.0%
Total operatingexpenses . ..o .00 ..ol P A P e 5,978 5,280 698 13.2%
Provision for income tax expense (benefit) .. ... oL e 395 431 (36) (8.4)%
Operating €amings . . .. ..........c....o.... .. 8 7330 % 8O3 $ (70} (B7)%

-~:Unless otherwise stated, all amounts discussed below-are net of income tax. AREEE : . : .

. Total anntiity sales increased 51% t0-$30.4 billion due to strong growth in variable annuities across all distrioution channels. Variable annuity product
sales increased primarily due to the introduction of a 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 20712, as we manage these sales volumes to strike the right balance among growth, profitability and risk: Total annuity net flows were $16.2
bilion, higher than in 2010. Changes in interest rates and equity markets can significantly impact our earnings. In 2011, interest rates dectined while
equity markets remained relatively flat compared to much stronger 2010 equity market performance. Operating earmings were down 9% mainly due to
these market factors.

Strong sales and higher persistency in 2011, along with the impact of an increase in alocated equity, increased operating eamings by $147 million.
The strong sales of variable annuities increased our average separate account assets and, as a result, we generated higher asset-based fee revenue on
the separate account assets and higher net investment income, partially offset by increases in DAC amortization. Partially offsetting these favorable
impacts was an increase in variable expenses, primarily refated to new business commissions and asset-based commissions of $38 million, net of
related DAC capitalization. Other non-variable expenses also increased $16 million due to growth in the business.
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Investment market performance reduced our operating eamings by $56 milion. DAC, VOBA and DSI amortization, as well as certain insurance-
related liabilities, are sensitive to market fluctuations; which was the primary driver 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 returmns on certain limited partnerships
and lower retums on allocated equity also contributed to the decline in operating eamings. Partially offsetting these decreases was an improvement in
operating eamings, primarily 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,
resuited in increased fees and other revenues.

To petter align with hedged risks, 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 a decrease in operating eamings of $77 million. Lower income annuity
mortality gains of $18 milion 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 resuilt in changes and are recorded in the fourth quarter each year. This annual update
of assumptions, other insurance liabifity refinements and-DAC modei revisions made during the year, contributed to a net operating earnings reduotlon of
$12 million.

Corporate Benefit Funding

Years Engied December 31,

2011 2010 Change % Change
(In millions)
Operating Revenues ‘
PIOMIUMIS . oot B $2,418  $1,938 $480  24.8%
Universal life and investment-type product pohcy fees ........................................ 231 226 5 2.2%
Netinvestmentincome ... o i i P 5181 4,954 227 4.6%
OMNEr FEVBNUBS - .+ .+ vttt e SR PP 249 246 3 1.2%
Total operating revenues .. .......... e e e e e e 8,079 7,364 715 9.7%
Operating Expenses ' ‘ '
Policyholder benefits and claims and policyholder dividends .. ... ... ... 4,694 4,041 553~ 13.7%
Interest credited to policyholder accountbalances .............. o oo e 1,321 1,445 (124) (8.6)%
Capitalization Of DAC o oot et i e 27 (19 (8) (42.1)%
Amortization of DAC and \/OBA ........................................................ 17 16 1 6.3%
INtErest EXPENSE ON QBT . . o\ i e 8 6 2 33.3%
Other expen‘ses' ....... e P 487 460 27 5.9%
TOtal OPEIAtNG EX OIS S v vt vttt e 8,400 5,949 451 7.6%
Provision for.income tax expense (benefit) ... ... ..o 588 495 a3 18.8%

Operating eamings . . .. ... e e e $1,091 $ 920 $171 18.6%

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 retums and the low interest rate environment has resulted in underfunded pension plans, which reduces our custormers’ 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 lnvestment
income of $167 mitlion.

Deposits into separate accounts including guaranteed interest contracts, and corporate owned life insurance, increased significantly resulting in a
$9 million increase in adwsory fees-and an $8 milion increase in premium tax. However, these expenses are offset by a comresponding increase m
revenues.

Market factors, including the current low interest rate environment, have negatively impacted our investment returns by $19 million. These lower
investment retums include 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. Also-contributing to the
decrease in interest credited is the impact from derivatives that are used t0.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 Company's use of the Death Master: File in connection with our post-retirement benefit business resulted in a charge in the third quarter of the
current-year of $8 million. Other insurance liability refinements and mortality results neganvely impacted our year-over-year operating eamings by $20
miflion. :

24 MetLife, inc.



Auto & Home
' - Years Ended December 31,
2011 ° 2010: Change % Change

" (In millions)

Operating Revenues

PROMIUMS . . o v eee e e S e S $3000  $2928 0§ 77 2.6%
Net investment income ... .. .. [ el e " 205 209 @ (1.9)%
OB FEVENUES .+ + o+ v e oo e e e e e e e e e e e o 33 22 il 50.0%
Total OPErating TEVENUSS . .. ..ot 3,238 3,164 84 2.7%
Operating Expenses ' ,
Policyholder benefits and claims and policyholder dividends .. .............. e e 2,375 2,021 3564 17.5%
Capitalization Of DAC .« oottt (453) (448) ) (1.1)%
Amortization of DAC and VOBA .. .. .. .. P R 448 439 9 2.1%
Otherexpenses .......o...0 0. e e e e e e 792 769 23 3.0%
TOAl OPETAHNG BXDENSES < F« + v\ et e oo e et 3,162 0,781 381 187%
Provision for income tax expense (benefit) . ... (28) 73 (101)
OPEIAHNG BAMINGS .+« « ot ottt e et $ 104 $ 300 - $(196)  (65.3)%

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

In 2011, operating results were negatively impacted by severe weather including record numbers of tomadoes in the second quarter and Hurricane
lrene in the third quarter. Policy sales decreased as the housing and new automobie sales markets remained sluggish, resulting in a decrease In
exposures. Flowever, 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 eamings. Catastrophe-related losses increased $187 milion
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 a record number of tornadoes for a one-month pericd 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 a 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 wind and hail through the remainder of the year. The negative impact of

“these iterms was partially offset by additional favorable development of prior year losses of $23 million. Lo

The increase in average premium per policy in both our homeowners and auto businesses improved operating eamings by $60.milfion and the
decrease in exposures resulted in a $4 milion 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, resutting from the increase in average premium per policy, coupled with an increase in other volume-related expenses
contributed 1o 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 December 31,
2011 2010 Change
(in millions) '

Operating Revenues

PIEIMIUMIS .+ o v v v vt e e et e e e $6,325 $499 $5,826
Universal life and investment-type product policy fees ... .. .. P TR . 824 55 769
Netinvestmentincomé,‘..‘..,.,..,.....,...........,....;...,' ........... e e 2,079 145 1,934
ONEITBVENUES .« .« o+ v v e et et e e e e e T 22 7 15

Total operating revenues . . .. FE R O P PP I 9,250 706 ' 8,544
Operating Expenses ' ' '
Policyholder benefits and claims and policynolder AVIBENGS + + o e g 3,973 . 309 3,664
Interest credited to policynolder accountbalances . .. ... e e 1,661 123 1,438
Capitalization Of DAC ..ot o vt (2,250) (149) 2,101)
Amortization of DAC and VOBA .. .o 0 P O R B 1,312 82 1,230
Armortization of negative VOBA . ... ... ool T . (555) (49) (506)
Other expenses .......... e o T O O PR PR : 3,398 244 3,154

Total operating expenses . ..... P e e 7,439 560 6,879
Provision for income tax expense (benefit) . .. ... 635 52 583
OPEIBHNG GAMINGS .+« o o ettt ettt $1,176 $ 94 $ 1,082
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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 evidenced by a 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. Japan's 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-distrioution platform. In addition, during 2011, the Company Incurred $39 million of lnorernental
insurance claims and operating expenses related to the March 2011 earthguake and tsunami.

Other International Regions

Years Ended December 31,

2011 2010 Change % Change
(In millions)

Operating Revenues
PrEMIUMS . . . e $ 6,426 $3626  $2,801 77.3%
Universal life and investment-type product policy fees .. ... oo 1,746 1,265 481 38.0%
Net InVestment INCOME © .. 1,995 1,466 529 36.1%
Otherrevenues . ... P ' . 182 28 124

Total operating revenues . ...........v..o.o. .. [ A R P o - 10,319 6,384 ' 3,935 61.6%
Operating‘ Expenses o
Policyholder benefits and claims and policyhoider dividends ... ... oo 4,724 3,053 1,671 54.7%
Interest credited to policyholder account balances .......................................... 583 554 29 5.2%
Capitalization Of DAC . . v i i (1,643) (775) (868)
Amortization of DAC and VOBA . ..o 1,120 490 630
Amortization of negative VOBA . ..., .......... P, o e (64) ®) (56)
Interest expense ondebt .. .. oo e ‘ 1 3 @ - 66.7)%
OtNEr BXPEMNSES oo v o v e e e 4,164 2,233 1,931 86.5%

Total OPEratNG EXPENSES . . ..\ o\ oottt 8,885 5,550 3,335 60.1%
Provision for income tax expense (benefit) . . ... ... 398 148 250
Operatingeamings . ...l e $ 1,036 $ 686 $ 350 51.0%

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 fife sales, the launch of a whole life cancer product in Korea and higher group sales
in the Australia business. In Latin America, accident and health sales increased throughout the region. In addition, there was strong retirement sales
growth in Mexico, as well as strong growth in Chile’'s immediate annuity products. Our business in Europe experienced higher credit life sales and
continued growth'in our variable annuity business.

Reported operating eamings increased over 2010 as a resuit of the inclusion of a 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 eamings by
$19 miliion 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 a decrease in the Japan reinsurance business mainly due to market
performance. The impact of the sale of the Company’s interest in Mitsui Sumitomo MetLife Insurance Co., LTD (“MSI MetLife’) on April 1, 2011 also
decreased operating results for 2011, as no eamings were recognized in the current year.

Net investment income increased reflecting an increase from growth in average invested assets and a decrease from lower vields. The increase in
average invested assets reflects the Acquisition and growth in our businesses. Beginning in the fourth quarter of 2010, investment eamings and interest
credited related to contractholder-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 retums 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 MS! MetLife in second quarter of 2011, the Acquisition, as ALICO’s acquired investment
portfolio has a 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 a 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, a portion which is offset by DAC capitalization.
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Corporate & Other

"t +. s - Years Ended December 31, .
- 20 2010 Change % Change
(In milliens) o :

Operatmg Revenues v i
PIEMIUMS .. .0 0ol e T .. $ 10 $ 11 3 M 9.1)%
N6t InVeStmMent iNGOME. .« .+« v e vt eeee e e e 914 643 271 42.1%
OtherrevenuUBS . . ..o v I T 319 391 (r2)y  (18.4)%

Total OPETAtNG FEVENUSS . .+« 1 v\ ettt e e et I 1,243 1,045 198 18.9%
Operating Expenses « ‘ v .
Policyholder benefits and claims and pohcyholder AVIJENAS v v v i i 8 (14) 22
Amortization of DAC andVOBA . ..« . .. P 1 1 - —%
Interest expense ondebt . :.n v TN 1,294 1,126 168 14.9%
OINBI BXPENSES .+ .+« o ottt et ettt e 627 467 160 34.3%

TOtal OPBFAHNG BXPENSES & . ettt ettt ettt 1,030 1,580 350  22.2%
Provision for income tax expense (0enefit) . ... (552)‘ (366) (186)  (60.8)%
OPErating GAMINGS « .+« « v vt ettt e e (135) (169) 34 20.1%
Less: Preferred stock dividends . . . . .. S 122 122 ‘ — —%
Operating eamings avalable to common shareholders . ..............oooo oo $ (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
bilion of 4.75% senior notes, $750 milion of 5.875% senior notes, and $250 milion of fioating rate senior notes. Metlife,: Inc. .also issued debt
securities in November 2010, which are part of the $3.0 billion stated value of common equity units. The procgeds from these debt issuances were
used to finance the Acquisition.

Operating eamings available to common shareholders and operating eamings each increased $34 milion, primarily due to higher net investment
income and a higher tax benefit. These increases were partially offset by an increase in interest expense of $109 milion, primarily resulting from the
2010 debt issuances, a decrease in eamnings related to resolutions of certain legal matters in 2010 and an increase in other expenses.

Net investment income increased $176 milion due to an increase of $130 million from higher yields and an increase of $46 milion from growth.in
average invested assets. Yields were primarily impacted by the decline in interest rates, as lower crediting rates were paid to the segments on the
economic capital invested on their behalf period over period, lower retums in equity markets and lower retumns 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 structured
securities, investment 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 a higher allocation to certain other invested asset classes to provide
additional diversification and opparturity for long-term yield 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 a higher tax benefit of $133 million over 2010 pnmarny due to $75 milion of charges in 2010 related
to the Health Care Act. The higher tax benefit was also a result of higher utilization of tax preferenced investrments which provide tax credits and
deductions.

Results from our mortgage loan servncmg business were lower, driven by an increase in expenses of $31 million in response to both a larger portfolio
and increased regulatory oversight. In addition hedging resuits were lower by $21 miliion.

The Comipany incurred $40 million of expenses related to a liquidation plan filed by the Department of Financial Services for ELNY inthe third guarter
of 2011. In addition, the Company increased advertising costs by $15 million and incurred higher intemal resources costs for associates committed to
the Acquisition of $13 million. Minor fluctuations in various other expense categories, such as interest on uncertain tex positions, and discretionary
spending, - such as consulting and postemployment related costs, offset each other and resulted in @ small increase to eamings. Additionally, the
resolutions of certain legal matters in the prior period resulted in $39.million of lower operating eamings for 2011.
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Results of Operations
Year Ended December 31, 2010 Compared with the Year Ended December 31, 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 a year ago, positively impacted our results most significantly through increased net cash flows, improved vyields on our
investment portfolio and increased policy fee income. Sales of our domestic annuity products were up 149%, driven by an increase in variable annuity
sales compared with the prior year. We benefited in 2010 from strong sales of structured settlernent products. Market penetration continues in our
pension closeout business in the U.K.; however, although improving, our domestic pension closeout business has besn adversely impacted by a
combination of poor equity retums 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 fife
products declined. Sales of new homeowner and auto policies increased 11% and 4%, respectively, as the housing and automobile markets have

improved. We experienced a 30% increase in sales of retirement and savings products abroad.
Years Ended December 31,

2010 2009 Change % Change
{In millions)

Revenues N

P OIS . $27,071 $26,167. & 914 3.5%

Universal fife and investment-type product policy f88S . . . oo oo 6,028 5197 - 831 16.0%

Net investment income .. .. ............ e e 17,6117 14,747 2,770 18.8%

OB TEVENUES .« v e 2,328 2,329 (1) =%

Net investment gains (losses) ......... S (408) (2,901) 2,493 86.9%

Net dervative gains (J0SSES) . . cv v v v v v e e e (265) (4,866) 4,601 94.6%
Total revenues . ........... ... .. I 52,265 40,657 11,608  28.6%

Expenses ) : :

Policyholder benefits and claims and policyholder dividends .. ........... oo oo 30,670 29,652 1,018 3.4%

Interest credited to policyholder accountbalances . ................... e 4,919 4,845 74 1.6%

Capitalization Of DACG . .. oo - (3,299) (2,976) (323) (10.9%

Amortization of DAC and VOBA .. v ce e e e e 2,843 1,289 1,554

Amortization of negative VOBA . oo e TR : ©64) .= 64)

Interestexpenseondebt . ... o e e 1,650 1,044 506 48.5%

Other eXpenses .« vvvvovevvn i, A P P S P 11,734 11,164 570 61%
TOtal EXPENSES ot e et 48,353 45,018 3,335 7.4%

Income (loss) from ,continUihg operations before ‘provision forincometax ............... o 3,912 (4,361) ' 8,273

Provision for income tax expense (oenefit) .. . .o = 1,165 (2,025) 3,190

Income (loss) from continuing operations, net of incometax .............. RPN . 2,747 (2,336) 5,083

Income (loss) from discontinued operations, net of income tax . .................. e 39 58 (19 (32.8)%

NETINCOME (0SS) .+« o v et e e e e 2,786 (2,278) 5,064

Less: Net income (loss) attributable to noncontroling interests ..., ... 4 32 28 87.5%

Net income (loss) attrioutable to MetLife, InC. . ... .. ... o . 02,790 (2,246) 5,036

Less: Preferred stock dividends .. .. ........ .. [ P e 122 122 — —%

Preferred stock redemption premium ... ... - — - —%

Net income (loss) available to MetLife, Inc.'s commen shareholders . .............. F $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 bilion to a gain of
$2.8 billion from a loss of $2.3 biliion 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 a $3.0 bilion favorable change in net derivative gains (losses) and a $1.6 bilion favorable change in net investment gains
(losses). Offsetting these favorable variances totaling $4.6 bilion 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 a 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 milion in 2010 was
primarily driven by a favorable change in freestanding derivatives of $4.4 bilion, comprised of a $4.5 bilion 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 faliing long-term and mid-term interest rates, a stronger recovery in equity
markets in the prior year than the current year, a greater decrease in equity volatility in the prior year as compared to the current year, a 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 a positive impact of $2.6 ‘bilion on our intérest rate dervatives,
$931 million of which is-attributable to hedges of variable: annuity minimum benefit guarantee liabllities, which are accounted for as embedded
derivatives. In.addition, $trohger equity market reGovery and lower ‘eqity market volatiiity in the prior year as compared to the current year had a positive
impact of $1.1 bilion én our equity défivatives, which we Use to hedge variable annuity minimum benefit guarantees. U.S. dollar strengthening had a
positive impact of $554- milion on certain of our foreign currency derivatives, which are used to hedge foreign-denominated asset and liability
exposures. Finally, widening corporate credit spreads in the financial services sector had a positive impact of $221 milion on our purchased protection
credit derivatives. .

Certain variable annuity products with minimum benefit guarantees contain embedded derivatives that are measured at estimated fair value
separately from the host variable annuity contract, with changes in estimated fair value reported in net derivative gains: (iosses). These embedded
derivatives also include an adjustment for nonperformance risk of the related liabiities carried at estimated fair value. The $1.4 billion- unfavorable change
in embedded derivatives was primarily atirbutable to the impact of market factors, including falling long-term and mid-term interest rates, changes in
foreign currency exchange rates, equity volatiity and=equity market. movements. Faling 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 a negative impact of $1.4 bilion. Changes-in foreign currency exchange
rates had a negative impact of $468 milion. Equity volatility decreased more in the prior year than in the current year causing a negative impact of
$284 milion, and a stronger recovery in the equity markets in the prior year than in the current year had a negative impact of $228 milion. The
unfavorable impact from these hedged risks was partially offset by a favorable change related to the adjustment for nonperformance risk of $1.2 billion,
from losses of $1.3 billion in 2009 to losses of $62 milion in 2010, This $62 million loss was net of:a-$621 million loss related to a refinement in
estimating the spreads used in the adjustment for nonperformance risk made in the second quarter of 2010. Gains on the freestanding derivatives that
hedged these embedded dervative risks largely offset the change in liabilities atfribitable o markét “factors, excluding the adjustment” for
nonperformance risk, which does not have an economic impact on the Company. o . C e

Improved or stabilizing market conditions across several invested asset classes and sectors as compared to the prior year resulted in decreases in
impairments -and in' net realized: losses from sales and dispesals of investments:in most components of our investment portfolio. These decreases,
colpled with a dedrease ‘if thé' provision for credit losses ch.ihortgage loans due'to improved market conditions, resulted in a $1.6 bifion improvement
in net investment gains (osses). CoR

Income from continuing operations, net of income tax for 2010 includes $138 million of expenses related to the acquisition and integration-of ALICO.
These expenses, which primarily consisted of investment banking and legal fess, are recorded in Corporate & Other and are not a component of
operating eamings. .

Income tax expense for the year ended December 31, 2010 was $1.2 bilion, 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 continuing operations before benefit for income. tax, for the
comparable 2009 period. The Company's 2010 and 2009 effective tax rates differ from the U.S. statutory rate of 35% primarily due to the impact of
certain permanent tax differences, including non-taxable investment income and tax credits for investments in low income housing, in'relation to income
(loss) from continuing operations before income tax, as well as certain foreign permanent tax differences. co

As more fully described in thie discussion of performance measures above, we Use operating eamnings, which does not equate to income (loss) from
continuing operations as determined in accordance with GAAP, to analyze our performance, evaluate segment performance, and allocate resources.
Operating eamings is also a measure by which senior management's and many other employees’ performance is evaluated for the purpose of
determining their compensation under applicable compensation plans. We believe that the presentation of operating eamings, 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 eamnings should not be viewed as a substitute for GAAP income (loss) from continuing operations, .net of income tax.
Operating eaffings available to common shareholders increased by $1.6 billion to $3.8 billion in 2010 from $2.2 bilion in 2009.

Reconciliation of income (loss) from continuing operations, net of income tax, to operating earnihgsv'ava'ilable 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 $ 2 $(155) $(574)  $2,747
Less: Netinvestment gains (fosses) .. ... n, 103 139 176 (7) © (280) (630) (408)
Less: Net derivative gains (I0sses) .. ...t 215 285 (162) 1y (144) . (347) 61) (265)
Less: Other adjustments to continuing . ’ B
operations(t) .. ... e P (244) -(381) 140 - 12 (439) 2y (914)
Less: Provision for income tax (expense) benefit .. ... .. (28) (4) (54) 3 49 225 188 - . 379
Operating €aringS .« et $1,321 $803 $ 920 $300 $ 94 $686 (169) 3,955
Less: Preferred stock dividends . ... ..o ) 122 122
Operating eamings available to common shareholders . ...... .. P $(291)  $3,833
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Year Ended December 31, 2009

Corporate Other
Insurance . Retirement Benefit Auto & International  Corporate
Prod Prod Fundi Home  Japan Regions Other Total
(In millions)
Income (loss) from continuing operations, netof income tax .. $ (422) $ (466) $ (746) $321 $— $(289) $(734) - $(2,336)
Less: Netinvestment gains flosses) .................. ... 472) (633} (1,486) 41 - (100) (269) (2,901)
Less: Net derivative gains (10sses) .. ..o - (1,786) (1,175) ©72) .. 39 - (798) (474) (4,866)
Less: Other adjustments:to continuing operations(1) ........ (146) 379 . 121 - — (206) 332 480
Less: Provision for income tax (expense) benefit .. ......... 840 465 711 1 = 364 216 2,597
Operating €amings .« . oo v . $1.142 $ 398 0§ 580 $322  $— $ 451 (539) 2,354
Less: Preferred stock dividends ... ....... ..o L . 122 122
Operating eamings available to common shareholders . ... .. $661) $2.232
(1) 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  Corporate
Products Products Funding Home Japan . Regions Other Total
{In miltions) v
Totalrevenues ... ... o $26,444 - $6,849 $7,568 - $3,146 $669 $5,685 $1,904  $52,265
Less: Net investment gains (losses) .. ................ 103 139 176 7) ©) (280) - (630) {408)
Less: Net derivative gains (losses) ................... 215 235 (162) (1) (144) (847) ©1) (265)
Less: Adjustments related to net investment gains (losses)
and net derivative gains (losses) ..., .. ... 1 — — — — - - 1
Less: Other adjustments to revenues(1) ............... (151) (39 190 — 116 (72) 1,460 1,494
Total operatingrevenues . .................. e $26,276  $6,514 . $7.364 $3,154 $706 $6,384 $1,045 $51,443
Total BXPENSES vt $24,338  $5,622 $5,999 $2,781 $664 $5,917 $3,032  $48,353
Less: Adjustments related to net investment gains (losses) '
and net derivative gains (losses) . B 90 35 - - — . - 125
Less: Other adjustments to expenses(1) .. . ... ....... 4 307 50 — 104 367 1,452 2,284
Total operating eXpenses ... oo $24244 - $5280  $5,949  $2,781 $560  $5.550 $1,580 $45,944
Year Ended December 31, 2009 -
Corporate Other
insurance  Retirement Benefit Auto & international  Corporate
Products Products Funding Home Japan Regions & Other ~ Total
{In millions)
TO TOVENUES .+ oo v vie et e e e e e e $23,476 $3976 $5231 $3,113 $ — $3,997 $ 865 $40,657
Less: Net investment gains (losses) ........ DU P 472) 633) (1,486) 41) — (100) (269) (2,901)
Less: Net derivative gains (losses) . ......ov et {1,786) (1,175) 672) 39 — (798) 474) (4,866)
Less: Adjustments related to net investment gains (losses)
and net derivative gains (losses) ... ... o 27) — — - - — — (27)
Less: Other adjustments to revenues(1) . ............... 81) (61 184 — — (169) 1,283 1,166
Total operatingrevenues ... $25,842 $5734 $7.205 $3,115 $ — $5,064 $ 325 $47.285
Total expenses .. ... .. R $24,165 $4,6900 $6,400 $2,697 $ — $4,495 $2,671  $45,018
Less: Adjustments related to net investment gains (losses)
and net derivative gains (losses) .. ... i L 39 (739) — — — — — (700)
Less: Other adjustments to expenses(1) ............... 1) 309 83 — — 37 951 1,359
Total operating eXpenses ..o v v v $24,127 $5120 $6,337 $2697 ‘$ — $4,458 $1,620 $44,359
(1) See definitions of operating revenues and operating expenses for the components of such adjustments.
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Consolidated Resuits — Operating

Years Ended December 31,

2010 2009 Change % Change
L {In millions)
Operating Revenues ] ‘ )
PIEIMIUMS + - -+ oo et et e e S $27,071  $26157  $ 914 3.5%
Universal life and investment-type product policy fees ... ... o e : 5,817 5,065 762 15.1%
NELINVESIMENT INCOME 1 . v o et e e e e 16,880 14,600 2,280 15.6%
Otherrevenues . ... P R R R 1,675 1,473 202 13.7%
Total OPEIAtiNG FEVENUES . « .+« o v oo vttt vt e e et 51,443 . 47,285 4,158 8.8%
Operating Expenses )
Policyholder benefits and claims ‘and policyholder dividends .. ..o i i 29,972 29,104 868 3.0%
Interest credited to policynolder account balances ...~ .. .. DA B PP 4,697 4,849 (152) 8.1)%
Capitalization 0f DAG . .. o oo (3,299) (2,976) (323)  (10.9%
Amortization of DAC and VOBA .« .. oot 2,802 2,186 616 28.2%
Amortization of negative VOBA . ... ..., ... T (57) — &7)
Interest eXpeNSEe ON GBI .\ .\ 1,139 1,044 o5 9.1%
OHNET BXPENSES -« et e e e e e e 10,690 10,152 5838 5.3%
Total OPErating BXPENSES .« . . v v v vttt 45,944 44,359 1,685 3.6%
Provision for income tax expense (benefit) .. ... . 1,544 572 972
Operating @aMINGS . .. v et 3,955 2,354 1,601 68.0%
Less: Preferred StoCK diVIJENTS . oo oo ot e 122 122 — —%
Operating eamings available to common shareholders ... $ 3833 $ 2,282 - $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 eamings 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 earmnings also includes the positive impact of changes in foreign currency
exchange rates in 2010. This improved reported operating eamings by $37 milion for 2010 compared to 2009. Furthermore, the 2010 period alsc
includes one month of ALICO results, contributing $114 milion 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 vields and growth in average invested assets. Yields were positively impacted by the effects of
stabillizing 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 Acguisition and positive. net cash flows
from growth in our domestic individual and group life businesses, as well as certain international busmesses higher cash collateral balances received
from our derivative counterparties, as well as the temporary investment of proceeds from the debt and common stock | issuances in anticipation of the
Acquisition. With the exception of the cash flows from such securities issuances, which were temporan(y invested in lower yieldlng 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 investrent income s typically offset by higher interest credited expense.
However, interest credited expense, including amounts reflected in policyholder. benefits .and claims, decreased primarlly in. our domestic funding
agreement business, which experienced lower average crediing 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 (‘LUBOR"), which were lower than the prior year. The jmpact from the growth in our Struotured settlement, LTC and disability businesses
partially offset those decreases in interest credited expense.

A significant increase in average separate account balances is largely at’mbutable to favorable market. pen‘ormance 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 $444 milion, most notably in our Retirement Products segment. In addition,. changes in foreign currency exchange rates increased policy
fees by $52 milion. The improvement in fees is partially offset by greater DAC, VOBA and DS! amortization of $325 million. Policy fees are typically
calculated as a percentage of the average assets in the separate accounts. DAC, VOBA and DS amortization is based on the eamings of the business,
which in the retirement business are derived, in part, from fees eamed on separate.account balances. A 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 quarter of 2009 resulted in a $109 milion decrease in policyholder dividends in the traditional life
business in the current period.

Claims experience varied amongst our busmesses with a net unfavorable impact of $1563 milion to operating eamings compared to the prior year.
We had unfavorable claims experience in our Auto & Home segment, primarity due to increased catastrophes. Our Insurance Products segment
experienced mixed claims experience with a net unfavorable impact. We experiencéd less favorable mortality experience in our Corporate Benefit
Funding segment despite favorable experience in our structured settlements business.

Interest expense increased $62 milion primarily as a result of the full year impact of debt issuances in 2009 and of senior notes and debt securities
issued in anticipation of the Acquisttion, partially offset by the impact of lower interest rates on variable rate collateral financing arrangements.
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In addition to a $269 million increase associated with the Acquisition, operating expenses increased due to the impact of a $95 million benefit
recorded in the prior period related to the pesification in Argentina, as well as a $60 milion increase refated to the investment and” growth in our
interational businesses. Changes in foreign currency exchange rates also increased other expenses by $54 million. In addition, the current period
includes a $14. million increase in charftable contributions and $13 million of costs associated with the integration of ALICO. Offsetting these increases
was a $76 milion reduction in discretionary spending, such as consulting, rent and postemployment related costs. In addition, we experienced a
$47 milion decline in market driven expenses, primarily pension and post retirement benefit costs. Also contributing to the decrease was a $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 a Medicare Part D
subsidy. The Health Care Act reduced the tax deductibility of retiree health care costs to the extent of any Medicare Part D subsidy received beginning
in 2013. Because the deductibility of future retiree health care costs is reflected in our financial statements, the entire future impact of this change in law
was required 10 be recorded as a 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 eamings of $86 million for our Other Interational Regions segment, resulting from a $34 million unfavorable
impact in 2009 due to a change in assumption regarding the repatriation of eamings and a benefit of $52 million in the current year from additional
permanent reinvestment of eamnings, the reversal of tax provisions and favorable changes in liabilities for tax uncertainties. In addition, in 2009 we had a
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 December 31,

2010 2009 . Change % Change
(In millions)
Operating Revenues
P OMIUMIS L L o $17,200 $17,168 $ 32 0.2%
Universal life and investment-type product policy fees . ... ... ... 2,247 2,281 34) (1.5)%
Net iNVestmentiNCOME & .« oo 6,068 5,614 454 8.1%
OMNEIrFBVENUES . . . 761 779 (18 _(2.9%
Total CPEratiNng FEVENUES . . o o oo 26,276 25,842 434 1.7%
Operating Expenses . :
Policyholder benefits and claims and policyholder dividends .. ... .. ..o oo S 19,076 19,111 (36) 0.2)%
Interest credited to policyholder accountbalances ... ... 963 952 11 1.2%
Capitalization of DAG . . . .o (841) 873) 32 3.7%
Amortization of DAC and VOBA . .. . 966 725 241 33.2%
Interest expense oN debt . ... .. 1 6 5) (83.3)%
OB BXPENSES o . ottt 4,080 4,206 (126) (8.0)%
Total 0perating EXPENSES © . . ot oottt 24,244 24,127 117 0.5%
Provision for income tax expense (benefit) . . .. .. 711 573 138 24.1%

OPEraling EaMINGS « « $ 1,321 $ 1,142 $179 15.7%

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

The improvement in the global financial markets had a positive impact on net investment income, which contributed to the increase in Insurance
Products’ operating eamings. 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 a decline in our non-medical health and Individual fife businesses. However, our dental business
benefited from higher enrolliment 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 curent year. The revenue growth from our dental
business was more than offset by a decline in revenues from our disability business, mainly due to net customer canceliations, 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 chahge in revenues was suppressed by the impact of a 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 milion increase in operating eamings were an improvement in net investment income and the impact of a
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 milion was due to a $202 milion increase from growth in average invested assets and a $93 million increase
from higher yields. Growth in the investment portfolic was attributed to an increase in net cash flows from the majority of our businesses. The increase in
yields was largely due 1o 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 portfolic' 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, 1o a 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 a $36 million increase in interest credited on long duration contracts, which is reflected
in the change in policyholder benefits and dividends, primarity due to growth in future policyholder benefits in our LTC and disability businesses.
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Other expenses decreased by $82 milion, largely due to a-decrease of $40 milion from the impact of market conditions on certain expenses, such
as pension and post-retirement benefit costs. In addition, a decrease in information technology expenses of $29 million contributed to the improvement
in operating eamings. A decrease in variable expenses, such as commissions and premium taxes, further reduced expenses by $11 million, a portion of
which is offset by DAC capitalization.

The reduction in the dividend scale in the fourth quarter of 2009 resulted in a $109 million deorease in policyholder dividends in the trad|tlona| life
business in 2010.

Claims experience varied afnohgst Instrance Products’ businesses with a net unfavorable impact of $42 milion to operating eamings. We
experienced excellent mor’[allty resuits in our group fife business due to a decrease In severity, as well as favorable reserve refinements in 2010. In
addition, an improvement-iriolr LTC resuits 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 enroliment and pricing actions,
as well as improved claim experience in the current year. The impact of this posttive 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 a gain from the
recapture of a reinsurance agreement in 2009.

Higher DAC amortization of $167 million was primarily driven by the impact of higher gross margins, a primary component in the determination of the
amount of amortization, mostly in the closed block resulting from increased investment yields and the lmpact of dividend scale reductions. in addltlon
the net impact of various model refinements in both 2010 and 2009 increased DAC amortization. :

Certain events reduced operating eamings, including the impact of a 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, resuiting from an increase in our effective tax rate.

Retirement Products
Years Ended December 31, )
2010 - 2009 ~Change % Change
{In millions)

Operating Revenues
PIOIMILMS + + + & v ettt e e e $ 875 § 920 $@45  (4.9%
Universal life and investment-type product policy fees . .. .. ... oo e . 2,024 1,643 481 - 31.2%
Net investmentincome .......... ... ... ... e e e e e e 3;895 3,098 297 9.6%
NI TEVENUES o v o vt et et et e e et e e e e e e 220 173 47 27.2%

Total 0perating reVeNUBS ..« oo oo T PR 6,514 5,734 780 . 13.6%
Operating Expenses S : ‘
Policyholder benefits and claims and policyholder d|v1dends .......... o © 01,4877 1,486 1 01%
Interest credited to policyholder account Dalances ... ..ot e 1,612 1,688 ) k(76) 4.5)%
Capitalization of DAC ... ee e PO P ST (1,067) (1,067 - —%
Amortization of DAC and VOBA it vt v e e e e . 808 610 198 . 32.5%
Interestexpense ondebt ... .. oo e S £ 3 =0 83 :
Other expenses ... «.oov v [RRT T 2,437 2,403 34 1.4%

Total OPerating EX0ENSES . v v v v et IO U ... 5280 5120 160 3.1%
Provision for income tax expense (benefit) <. ......" T N PR e 431 216 215 99.5%
Operating  amiNgS .« . o« vo i e P ... 8 803§ 3098 $406 o

Unless otherwise stated, all amounts discussed be!ow are net of income tax. -

During 2010, overall annuity sales. decreased 5% compared to 2009 as declings in fixed annunty sales were partially offset by increased sales of our
variable annuity products. The financial market turmoil in early 2009 resulted in extraordinarily high. sales of fixed annuity products in 2009. The high
sales level was not expected to continue after the financial markets returned to more stable levels. Variable annuity product sales increased primarily due
to the expansion of alternative distribution channels and fewer competitors in the market place. Surrender rates for both our variable and fixed annuities
remained low during the current period as we believe our customers continue to value our products compared to other alternatives in the marketplace.

Interest rate and equity market changes were the primary driver of the $4056 milion increase in_ operating eamings, with the largest impact resuting
from a $343 million increase in policy fees and other revenues and, a $193 million increase in net investment income, offset by a $132 million increase
in DAC, VOBA and DSl amortization and a $39 million increase in commission expense-resulting from growth in annuity contract balances.

A significant increase in average separate account balances was largely attributable to favorable- market-performance resulting from improved market
conditions. since the second quarter of 2009 and positive net. cash flows from the annuity. business. This resulted in-higher policy fees and other
revenues of $343 million, partially offset by-greater DAC, VOBA and DSl amortization. Policy fees are typically calculated-as a percentage of the average
assets in the separate account. DAC, VOBA and DS amortization is based on.the eamings of the business, which in the retirement business are
derived, in part, from fees earmed on separate account balances.

Financial market improvements also, resulted in the increase in net investment income of $193 million as a $291 million increase from hlgher vields
was partially offset by a $98 million decrease from a 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 fonger duration and higher yieiding 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, a reduction in the general account investment portfolio
was due to the impact of more customers gaining confidence in the equity markets and, as a 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, 1o a 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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Annuity guaranteed benefit liabilities, net of a decrease in paid claims, increased beneﬁts by $13 milion primarily from our annual unlocklng of
assumptions related to these liabifities.

Interest credited expense decreased $49 million driven by lower average crediting rates on fixed annuities and higher amortization of excess interest
reserve due 1o one large case surrender in 2010, partially offset by grovvth in our fixed annuﬁy PABS

Corporate Benefit Funding
Years Ended December 31,

2010 2009 Change % Change
(In millions)
Operating Revenues ) v
PIEMIUMS .+« e e e et e e T R $1,938  $2,264  $(326)  (14.4)%
Universal life and investment-type product policy fees ... ... ..o o oo 226 176 50 28.4%
Netinvestment iNCOmMe . .. .. 4,954 4,627 427 9.4%
OMherrevenues .............ooooioe oo R PP 246 238 8 3.4%
Total operating revenues . ... ... e 7,364 7,205 159 2.2%
Operating Expenses : . e
Policyholder benefits and claims and policyholder dividends .. . .o e e e 4,041 4,245 (204) 4.8)%
Interest credited to policyholder accountbalances . ... . o 1,445 1,632 (187) (11..5)%
Capitalization Of DAC . . o v e s e e (19) (14) ) (35.7)%
Amortization of DAC and VOBA ... 50 oo et 16 15 1 6.7%
Interest expense ON debt . . o 6 3 3 100.0%
ONET BXDBNSES . v et ettt e e e e e e 460 456 4 0.9%
Total operating expenses ...t e 5,949 6,337 (388) 6.1)%
Provision for income tax expense (benefit) . . ... .. o i 495 288 207 71.9%
OPBratiNg BaAMINGS + .+« v o v vttt e e et $ 920 $ 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 milion, 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 a decrease in premiums of $216 million, before income tax. Although improving, a
combination of poor equity returns and lower interest rates have contributed to pension plans remaining underfunded, both in the U.S. and in the UK,
which reduces our customers' flexibility to engage in transactions such as pension closeouts. For each of these businesses, the movement in premiums
is aimost entirely offset-by the related change in policyholder benefits. The insurance liability that is established at the time we assume the risk under
these contracts is typically equivalent to the premium recognized. )

The $340 million increase in operating eamings was primarily driven by an improvement in net investment income and the impact of lower crediting
rates, partially offset by the impact of prior period favorable liability refinements and less favorable mortality.

- The primary driver of the $340 million increase in operating eamings was higher net investment income of $278 million, reflecting a $187 milion
increase from higher yields and a $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 vields 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 PABs 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. Treasury-and agency securities, and, to-alésser 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 vield
enhancement. For our short-term obligations, we invest primarily in structured finance securities, mortgage loans and-investment grade corporate fixed
maturity: securities. The vields 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 typicatly offset by a corresponding change in interest
credited expense. However, interest credited expense decreased $122 million, primarily related to our funding agreement business as a result of lower
average crediting rates combined with lower average account balances. Certain crediting rateés can move consistently with the underlying market
indices, primarily LIBOR, which were lower than the prior year. Interest crédited expense related to thé structured settlemient businesses increased
$40 million as aresult of the increase in the average policyholder liabilities.

Mortality experience was mixed and reduced operating earmngs in 2010 by $26 million. Less favorable mortality in our pension closeouts and
corporate-owned life insurance businesses compared:- to 2009 was only slightly oﬁset by favorable mortality experience in our structured settlements
business.

Liability refinements in both 2010 and 2009 resulted in a $28 mnllon decrease to operating earnings: These were largely offset by the impact of a
charge in the:2009 period related to a refinement of a reinsurance recoverable in the small business recordkeeplng business which increased operating
eamings by $20 million.
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Auto & Home
Years Ended December 31,

2010 2009 Change % Change
. . {in millions})
Operating Revenues L
Premiums . ........... TR P $2,923 $2,902 $21 0.7%
NEEINVESIMENTINCOME Lo o ot et et e e e . 209 180 29 16.1%
OtNEI TEVENUES .+ .+« o e e e e e e et e e e e e e e . 22 33 I (33.3)%
Total 0perating fEVENUES . ... o vttt e e 3,154 3,115 39 1.3%
Operating Expenses -
Policyholder benefits and claims and policyholder dividends ... ... 2,021 1,932~ 89 .. . 46%
Capitalization 0f DAC .o veevoni e PP e (448) (435) (13) B.0)%
Amortization of DACand VOBA . ... .......... P . - 439 436 3 0.7%
Other expenses .. ... civv i P 789 764 _5 0.7%
Total OPErating EXPENSOS . . vttt ettt e e e 2,781 2,697 84 3:1%
Provision for income tax expense (DEnefit) . . . ... cu vt : 73 96 23 (24.0)%
Operating eamings . . . . . S T P AP $ 300 $ 322 22 6.8)%

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

The improving housingand 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 eammgs was unfavorable cla|ms expenence partially offset by higher net investrhent
income and increased premiums.

Catastrophe-related losses increased by $58 million compared to 2000 due to increases in both the number and severity of storms. The 2010 claim
costs decreased $19 million as a result of lower frequéncies in both 6ur auto and homeowners businesses; however, this was partially offset by a
$13 million increase in claims due to higher severity in our homeowners business. Also contributing to the decline in operating, earmings was an increase
of $7 million in loss adjusting expenses, pnmarlly related to a decrease in our unallocated loss adjusting expense liabilities at the end of 2009.

The impact of the items discussed abave 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.

A $19 milion increase in net investment income partially offset the declines in operating eamings discussed above. Net mvestment income was
higher primarily as a result of an increase in average invested assets, including chaﬂges in allocated equity, partially offset by a 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 eamings by $10 milion as did an:increase in
exposures which improved operating eamings by $1 million. Exposures are primarily each automobile for the auto line of business and each residence
for the property line of business. Also i mprovmg operating earmings, through an increase in premiums, was a $5 million reduction in reinsurance costs.

The slight increase in other expenses was more than offset by an $8 million increase in DAG capitalization, resulting pnmarwly from mcreased
premiums written.

In addition, a first quarter 2010 write-off of an equity interest in a mandatory state underwriting pool required by a change in legislation and a
decrease in income from a retroactive reinsurance agreement in run-off, both of which were recorded in other revenues, drove a $7 million decrease in
operating eamings. Auto & Home also benefited from a fower effective tax rate which improved operating eamings by $8 million primarily as a result of
tax free interest income representing a larger portion of pre-tax income.
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Japan

Years Ended December 31,
2010 2009 Change
{In millions)

Operating Revenues .
FE e e e e e e e e e $ 499 $— $499

Premiums
Universal life and investment-type product policy fees ... ..o 55 - 55
NEtINVESIMENT INCOME o\ o e e e e e e e e e e e e e e e 145 - 145
OINBIreVeNUES . ... v e e R 7 i 7
Total OPErating TEVENUES . . . ..ottt e _ 106 — _ 706
Operating Expenses ‘ :
Policyholder benefits and claims and policyholder dividends ... ... oo o i 309 - 309
Interest credited to policyholder accountbalances ... .o o 123 — 123
Capitalizaton of DAC ............ PR (149) — (149)
Amortization of DAC and VOBA .. i 82 — 82
Amortization of Negative VOBA . . .. oot (49 L= (49)
OB EXDENSES . ettt oottt e e e _244 - 244
Total operating expenses . ......... N B R _ 560 i _560
Provision for income tax expense (0enefit) . ... .. _ 52 = 52
Operating  amINGS ..« oot e e R S $ 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, ALICO's fiscal year-end.
Therefore, Japan's 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

PIEMIUMS ..o e e P P . $3625 $2,884 3 741 25.7%
Universal life and investment-type product policy fees .. .......... .o e e 1,265 1,055 210 19.9%
NEtINVESIMENT INCOMIE .« . o oo e e e e e e e e e e 1,466 1,111 355 32.0%
Otherrevenues . .. .. .. S PP 28 14 . 14 100.0%
Total operatingrevenues . ... ..o o TR 6,384 5,064 1,320 26.1%
Operéting Expenses '
Policyholder benefits and claims and policyholder dividends -. ... ... oo 3,063 2,326 727 31.3%
Interest credited te policyholder accountbalances ... ... ..o o 554 577 (23) (4.0)%
Capitalization of DAC ......... P SN B S S (775) (687) (188) (32.0)%
Amortization of DAC and VOBA . . . 490 397 93 23.4%
Amortization of negative VOBA . .. . 8) — 8
Interest expense ON et . . oo 3 8 5) (62.5)%
T EXPENSES . o 2,233 1,737 496 28.6%
Total Operating EXPENSES . o o ottt 5,550 4,458 1,092 24.5%
Provision for income tax expense (benefit) .. ... ... 148 1565 ) (4.5)%
Operating BaMINGS .« « 1 o« oottt e e $ 686 $ 451 $ 285 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 variable universal life sales in India due to the loss of a 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 universat life sales in Korea, slightly offset by the decline in annuity sales and strong bank channel sales in China.

Reported operating earmings increased by $235 milion over the prior year. The positive impact of changes in foreign currency exchange rates
improved reported eamings by $37 million for 2010 compared to 2009. Reported operating eamings reflect the operating results of ALICO operations
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other than Japan from the Acquisition Date through November 30,-2010, which contributed $20 million to our 2010 operating-eamings. As previously
noted, ALICO's fiscal year-end is November 30; therefore, our resuits for the year include one month of results from AUCQ operations:other than Japan.

Changes ‘in-assumptions for. measuring the impact of inflation .on. certain inflation-indexed fixed maturity securities increased operating earnings.
Changes to the provision for income taxes in both periods contributed to an increase in operating eamings, resulting from.an-unfavorable impact in 2009
from a.change in assumption regarding the repatriation of earmings and a benefit in the current year from additional permanent reinvestment of eamings,
the reversal of tax provisions and favorable changes in liabilities for tax uncertainties. Business growth in our Latin. America operation-contributed to an
increase in operating eamings. Operating eamings in Mexico increased due to growth in our institutional and individual businesses, partially offset by the
impact of unfavorable claims experience. Higher investment yields resulting from portfolio restructuring was the primary driver in Argentina contributing to
an improvement in operating samings. India’s results benefited-primarily due to lower expenses resulting from.the loss of a major distributor and slower
growth resuiting from market conditions. R . ) .

Partially offsetting these increases is the impact of pesification in Argentina, which favorably impacted 2009 reported earnings by $95 milion. This
prior period benefit was due to a liability release resulting from a reassessment of: our approach in managing existing and potential future claims related
to certain social security pension annuity contractholders in Argentina. In addition, operating eamings in Australia were lower, which was primarily due to
a write-off of DAC attributable to-a change in a product feature in the current period. :

_Net investment income increased-from growth in average invested assets and improved yields. Growth in average invested assets reflects growth in
our businesses. Improved vields reflects the impact of increased inflation, primarily in Chile, as well as the -impact of changes in. assumptions for
measuring the effects of inflation on certain inflation-indexed:- fixed maturity securities. The increase in net investment income from higher inflation was
offset by an increase in the related insurance liabiities due to higher inflation. Although diversification into higher yielding investments had a positive
impact on yields, this was partially offset by decreased trading and other securities results driven by a stronger recovery in equity markets in. 2009
compared to 2010, primarily in Hong Kong, and by a decrease in the results of our operating joint ventures. The reduction in net investment income
from our trading pertfolio is entirely offset by a corresponding decrease in the. interest credited on the related contractholder account balances and
therefore had no impact on operating eamings. . : ‘ i

In addition to an increase associated with the Acquisition, .operating expenses increased due to the impact of the pesification in Argentina noted
above, as well as current period business growth in Korea, Brazil and Mexico, which resulted in increased commissions and compensation. These
increases were partially offset by lower commissions and business expenses in India. "

Corporate & Other
Years Ended December 31,
2010 2009 Change % Change
(In millions)
Operating Revenues : .
Premiums . ... i v e P S $ 11 $ 19 $ (8 (42.1)%
Net investment INCOME " o o o e o R, ; 643 70 573 :
OINEI TEBVENUES .« o . ot o e v e e e e e e 391 236 165 856.7%
Total OPErating [VENUBS « + +++ s o e e e 1,045 305 720
Operating Expenses '
Policynalder benefits and claims and policyholder dividends .. .. ... ..« .. ... .. e (14) 4 (18)
Amortization of DAC and VOBA . . .ot e P 3 @ (66.7)%
Interestexpense ondebt ... ..o PP 1,126 1,027 99 9.6%
Other 8XPENSES .« v\ e B T 467 586 (119 (20.3)%
Total operating EXPENSES .+« v vt e vt e e 1,580 1,620 (40) (2.5)%
Provision for income tax expense (0enefit) ... .o v (366) (756) 390 51.6%
ODEIAING BAMINGS « + v+ e e e e e D ' (169) (639) 370  68.6%
Less: Preferred stock MBS . e A F . 122 2122 — —%
Operating eamings (losses) available to common sharenolders ...t oo $ (291) $ 661)°  $370 56.0%

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

MetLife, Inc. completed four debt financings in August 2010 in anticipation of the Acquisition, issuing $1.0 bilion of 2.375% senior notes, $1.0 bilion
of 4.75% senior notes, $750 million of 5.875% senior notes, and $250 million of floating rate senior 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 finance the Acquisition.
MetLifs, Inc. completed three debt issuances in 2009 in response to the economic crisis, issuing $397 million of floating rate senior notes in March
2009, $1.3 billion of senior notes in May 2008, and $500 mi\lbn_‘of junior subordinated debt securities in July 2009. The proceeds from these debt
issuances were used for general corporate purposes. ) ‘

Operating eamings available to common shareholders and operating eamnings, which excludes preferred stock dividends, each increased
$370 million, primarlly due to an increase in net investment income and a reduction in operating expenses, partially offset by a decrease in tax benefit
and an increase in interest expense resulting from the debt issuances noted above.

Net investment income increased $372 million reflecting an increase of $242 milion due to higher yields and an increase of $130 milion from growth
in average invested assets. Yields were positively impacted by the effects of recovering private equity markets and stabilizing real estate markets on
other limited partnership interests and real estate joint ventures. This was partially offset by lower fixed maturities and mortgage loan yields which were
adversely impacted by the reinvestment of proceeds from maturities and sales, during this lower interest rate environment and from decreased trading
and other securities results due to a stronger recovery in equity markets in 2009 as compared to 2010. In addition, due to the lower interest rate
environment in the current vear, less net investment income was credited to the segments in 2010 compared to 2009. Growth in' average ‘invested
assets was primarily due to higher cash collateral balances received from'our derivative counterparties and the temporary investment of the proceeds
from the debt and common stock issuances in anticipation of the Acquisition. Our investments primarily include structured finance securities, investment
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grade corpoerate 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 a higher allocation of certain -other investéd asset classes to provide additional
diversification and opportunity for long-term vield 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 a $76 million reduction in dvscretxonary spending, such as consulting and postemployment related costs,
a $35 million decrease in real estate-related charges and $15 million of lower legal costs. These savings were partially offset by a $14 milion increase in
charitable contributions. The current year also included $44 milion of internal resource costs for associates committed to the Acquisition. Additionally,
the resolutions of certain legal matters increased operating eamings by $35 million.

Positive results from our mortgage loan servicing business were driven by a $32 milion |mprovement in hedging results. A 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 portfollo and
increased regulatory oversight.

Interest expense increased $64 milion primarily as a resu{t of the debt issuarices 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 a Medicare Part D
subsidy. The Health Care Act reduced the tax deductibility of retiree health care costs to the extent of any Medicare Part D-subsidy received beginning
in 2013. Because the deductibility of future retiree health care costs is reflected in our financial statements, the entire future impact of this change in law
was required to be recorded as a charge in the period in which the legislation was enacted. As a result, we incurred a $75 million charge in the first
quarter of 2010, The Health Care Act also amended Section 162(m) of the Internal Revenue Code of 1986, as amended, as a resuit of which MetLife
was initially considered a healthcare provider, as defined, and would be subject to limits on tax deductioliity of certain types of compensation. in
December 2010, the Internal Revenue Service issued Notice 2011-2 which clarified that the executive compensation deduction fimitation included in the
Health Care Act did not apply to insurers like MetLife seling de minimis amounts of health care coverage. As a result, in the fourth quarter of 2010, we
reversed $18 million of previously recorded taxes for 2010. In 2009, Corporate & Other received a targer 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 a 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 our product prices. Inflation could also lead to increased costs for losses and loss adjustment expenses in certain of
our businesses, which could require us to adjust our pricing to reflect our expectations for future inflation. Prolonged and elevated inflation could
adversely affect the financial markets and the economy generally, and dispelling it may require governments to pursue a restrictive fiscal and monetary
policy, which could constrain overall economic activity, inhibit revenue growth and reduce the number of attractive investment opportunities.

Investments

Investment Risks. The Company's primary investment cbjective is to optimize, net of income tax, risk-adjusted investment income and risk-
adjusted total return while ensuring that assets and liabilities are managed on a cash flow and duration basis. The Company is exposed to four primary
sources of investment risk: )

= credit risk, relating to the uncertainty associated with the continued ability of a given obligor to make timely payments of principal and interest;

« interest rate rigk, 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 Company. 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 a 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 Company's investment portfolio. In addition, the
Company's 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 Etropean sovereign debt, credit svents typically include failure to pay debt obligations,
repudiation, moratorium, or involuntary restructuring. In each case, payout on a credit default swap is triggered only after the Credit Derivatives
Determinations Committee of the International Swaps and Derivatives Association deems that a credit event has occurred.

Current Environment

The global economy and markets are still affected by a 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 a 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.

Beginning in 2010 and continuing throughout 2011, concens |ncreased about capltal markets and the solvency of certain European Uruon member
states, including Portugal, Ireland, taly, Gregce and Spaln and of fingncial institutions that have significant direct or indirect exposure to their sovereign
debt. This, inturn, increased market volatility that will continue to affect the performance of various asset: classes in 201 2, and perhaps longer, until there
is an ultimate resolution of these European Union sovereign debt-related-concerns.

As a result of concems about the ability of Portugal, Ireland; Itaty, Greece and Spain, commonly referred to as “Europe’s perimeter region,” to service
their sovereign debt, fhese countries have experienced credit ratings downgrades, including the downgrade.ef Greece’s sovereign debt in July 2011 by
Moody's Investors Service, Inc. ("Moody's”) and S&P to Ga and CC ratings, respectively — rating designations of likely in, or very near, default, following
the announcement of the debt exchange proposal summarized below. In February 2012, S&P further downgraded Greece, as.described below.
Despite support programs for Europe’s perimeter region, concems about the ability to service soversign debt subseguently expanded to other European
Union member states. As a result, in late 2011 and early 2012, several other European Union member states have experienced credit ratings
downgrades or have had their credit ratings outiook changed to negative. As summarized below, at December 31, 2011, the Company did not have
significant exposure to the sovereign debt of Europe's perimeter region. Accordingly, we do not expect such investments to have a material adverse
effect on our results of operations or financial condition. Outside of Europe’s perimeter region, the Company’s sovereign debt, corporate debt and
perpetual hybrid securities in Europe were concentrated in the United Kingdom, Germany, France, the Netherlands and Poland, which 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, a public sector support program for Greece of €109 billion was announced, as well as a 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 Greece’s sovereign debt maturing through 2019,
were expected to incur losses on a net present value basis of approximately 20% on such securities. In October 2011, a revision of the July PS|
proposal was announced which included a voluntary 50% nominal discount on all maturities of Greece sovereign debt held by the private sector. In
addition to this, the public sector Greece financing package was revised to €100 bilion plus a contribution of €30 bilion from Greece's public sector
creditors to provide collateral enhancements on the exchanged Greece sovereign bonds under the October PS! 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 a €130 billion support program that contains a PSI proposal for a voluntary 63.5% nominal discount on ali
maturities of Greece sovereign debt held by the private sector. On-February 23, 2012, Greece’s 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 a
debt exchange, if a quorum of private sector investors accepts the debt exchange proposal. Greece launched a sovereign debt exchange offer on
February 24, 2012. On February 27, 2012, as a result of the retroactive insertion 'of such collective action clauses, S&P downgraded Greece's credit
rating to 8D, a rating of selective default. If the Greece soveéreign debt exchange offer is consummated S&P has stated it will hkely consider the
selective default to have been cured and would lkely raise the sovereign credit rating on Greece.

Europe’s Perimeter Region Sovereign Debt Securities.  Our holdings of Greece sovereign debt were acquired in the Acquisition and our amort|zed
cost basis reflects recording such securities at estimated fair value on November 1, 2010, which was substantially below par, partlally mitigating our
impairment exposure. During the year ended December 31, 2011, we recorded non-cash impairment charges of $405 milion on our holdings of
Greece's sovereign debt. In addition, during the year ended December 31, 2011, we s0ld a significant portion of our Europe's perimeter region
sovereign debt, thereby substantially reducing our exposure. The par value, amortized cost and estimated fair value of holdings in sovereign debt of
Europe’s perimeter region were $874 milion, $254 mllron and $264 million at December 31, 2011, respectively, and $1.9 biliion, $1.6 bilion and $1.6
billion at December 31, 2010, respectwely
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Select European-Courttries — Investment Exposures. Due 1o the current level of economic, fiscal and political strain in Europe’s perimeter region
and Cyprus, the Company continually monitors-and adjusts its leve!l of investment exposure in these countries. We manage direct and indirect
investment exposure in these countries through fundamental credit analysis. The following table presents a summary of investments by invested asset
class and related purchased credit default protection across Europe’s perimeter region, by country, and Cyprus.

Summary of Select European Country Ir
Fixed Maturity Securities(3)

Exposure at D ber 31, 2011(1)(2)

All Other
: ’ General Account Purchased
Financial . Non-Financial Investment Total Credit Defauit Net
Sovereign  Services Services Total Exposure(4){5) - Exposure(6) % Protection(7) Exposure %
{in miflions) - -

Europe's perimeterfregion: ..... : k

Portligal .........cccovin. $ 16 $ 4 $ 164 $ 188 . % 9 $ 193 5% $(31) $ 162 4%

ffaly oo 30 242 995 1,267 80 1,347 33 (11) 1,336 33

Ireland ... .o ool ‘o 16 6 . 537 6569 532 1,001, 26 — 1,091 27

Greece ..o 189 - = 189 - 203 392 9 — 392

Span ..o L 13 163 764 940 - 60 v 1,000 " .24 - 1,000 24
Total Europe’s perrmeter ‘ ' ;

egION vt v i e 264 415 2,460 3,139 884 4028  _97 (42 3981 _97

Cyprus ....0 . i S 80 — = 80 34 114 _ 3 —— 114 _ 3
Total ........ ... P $344 $416 $2,460 $3,219 $918 $4,137 . 100% $g42)' $4,095 100%
As percent of total cash and S R : ¥ s

investedassets. ........... 0.1% - 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 ... ... P 59% 1% 7% 12%

(1) Information is presented on a country of risk basis (e.g. the country where the issuer primarily conducts busingss).

(2) The Company-has not written any credit default swaps with an underlying risk related to any of these six countries.

(3) Presented at estimated fair value. The par value and amor‘uzed cost of the fixed maturity securities were $3.9 billion and $3.4 billion, respectrvely, at
December 31, 2011.

(4) Comprised of equity securities, FVO general aocount securities, real estate and real estate joint ventures other limited partnership interests, cash,
cash equivalents and short-term rrrvestments and other invested assets at carrying value. See Note 1 of the Notes to the Consolidated Flnancra(
Statements for an explanation of the carrying value for these invested asset classes.

(5) Excludes FVO contractholder-directed unit-linked investments of $667 million, which support unit-finked variable annuity type ligbilities and do not
qualify for separate account summary total assets and liabiliies. The contractholder, and not the Company, directs the investment of these funds.
The related variable annuity type liability is satisfied from the contractholder’'s account balance and not from the general account investments of the
Company.

(8) There were no unfunded commitments related to these investments as of December 31, 2011.

(7) 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 a notional amount of $100 milion and an estimated fair value of $31 million as of December 31, 2011. For
ltaly, the purchased credit default protection relates to financial services corporate securities and these swaps had a notional amount of $80 million
and an estimated fair value of $11 milion at December 31, 2011. The counterparties to these swaps are financial institutions with S&P credit ratings
ranging from A+ 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 “Europsan Region”). In the European Region, we have proactively mitigated risk in both
direct and indirect exposures by investing in a diversified portfolio of high quality investments with a focus on the higher-rated countries, reducing our
holdings through sales of financial services securities during 2010 and 2011 and sales of Europe’s 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 Europe’s perimeter region, lower preference capital structure instruments, and larger positions. Sovereign debt issued by countries outside
of Europe’s perimeter region comprised $8.4 bilion, or 97% of Europsan Region sovereign fixed maturity securiies, at estimated fair value at
December 31, 20711. The European Region corporate securities (fixed maturity and perpetual hybrid securities classified as non-redeemable preferred
stock) are invested in a 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 majority 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 bilion 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, S&P downgraded the AAA rating on U.S. Treasury securities to AA+ with a negative
outlook, while Moody's affirmed the Aaa rating on U.S. Treasury securities, but with a negative outlook. Fitch affimed its AAA rating on U.S. Treasury
securiies and kept its outlook stable. In October 2011, Moody's affirmed its August 2011 ratings but revised its negative outiook to stable. in November
2011, Fitch affrmed its AAA rating on U.S. Treasury securities but changed its U.S. credit rating outlook to negative from stable, citing the failure of a
special Congressional committee to agree on certain deficit-reduction measures. We continue 1o 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 celling in August 2011, we have subsequently
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redeployed and reduced some of this increased liquidity position into- higher -yieiding..investraents according: to. our .ALM -discipline. Despite -the
downgrade by S&P, 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 ageney securities. The*S&P downgrade initially 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- fnvestmenfs The Japanése 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 wil continue to have, negative impacts on the overall global economy, not all of which can be foreseen. The
Company's investment in fixed maturity and equity securities in Japan were $28.4 bilion, of which $21.0 billion, or 74% were Japan government and
agency fixed maturity securities at December 31, 2011.

Summary. Al 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 globel financial markets, continue to impact our net |nvestment income, our
net investment gains (losses) and net derivative gains (losses), level of unrealized gains and (losses) within the various asset classes within 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 Business and Resu!ts 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 vield table presents the investment income, investment portfolio gains (losses), annualized yields on average ending assets and endmg
cargying 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 a whole. The vield table also presents-gains (losses) on derivative instruments which are used to manage risk for certain invested
assets and certair-insurance liabilities:

At and for the Years Ended December 31,
2011 2010 2009
: " {in miflions)

Fixed Maturity Securities: : . L . .
Yiold (1) o e P 4.94% 554% - 5.75%

Investment inCome(2),(3),(4) . . .. . $ 15,016 $ 12,567 $ 11,827
Investment gains (I0SSES)3) ¢ .« v v vt et $ (982 $ (285 $ (1,658
Ending carrying value(2),(3) ... ... e $351,011 $325,391 $228,070
Mortgage Loans: ) ) )
Yield() . ... PR O 5.53% 551% 5.38%
Investment income(3),(4) ....... e $ 3162 $ 2,821 $ 2,734
Investment gains (losses)@) . ....... e e e $ 175 8 22§ (442
Ending camying value(3) . ... fe e e $ 61,303 $ 65,457 $ 50,824
Real Estate and Real Estate Joint Ventures:

Bl oot e 3.76% 1.10% (7.47)%
INVEStMENt INCOME(B) « .+ v vt $ 307 % 78 (541)
investment gains (0SSES)(3) « .« v v v v $ 280 $ (40) $ (156)
Ending Camying VaIUE . . . .ot $ 8563 3 8030 $ 6,896
Policy Loans:

IO (T) o 5.43% 6.38% 6.49%
INVESIMENE INCOME . 1 o ottt e $  eM $§ 649 3 64
ENding Camying VaILE . . . ...t e $ 11,802 $ 11,761 $ 9,932
Equity Securities:

YRl (1) ot e e e e 4.44% 4.40% 5.12%
INVESIMENT INCOME . v ettt e e $ 141 $ 128 § 176
INVESIMENt QAINS (JOSSES) &« .+« vt vttt e e e et $ 23 9 104 $ (399
ENding Camying VAILUE . .« .+ vt $ 3023 $ 3602 $ 3,081
Other Limited Partnership Interests:

Y1) o 10.58% 14.99% 3.22%
INVESIMENT INCOME o oot e e e e e e e e $ 681 $ 879 $ 174
INVESIMENT GAINS (I0SSES) + .+ .+ vttt e ettt et e e e e e $ 4 $ (g $ (356
Ending CamyiNg VaIUE . . . . ..ot $ 6,378 $ 6,416 $ 5,508
Cash and Short-Term Investments:

YIEIA(T), (B) v e 1.04% 0.61% 0.53%
IMVESIMENT INCOME . o oo e e e e e $ 155 $ 81 $ 93
INVESIMENT GAINS (J0SSES) . .+« v vttt e ettt e e $ 2 $ 2 $ 6
Ending camying value(3) . . .. ... $ 27,750 $ 22,302 $ 18,385
Other Invested Assets:(1)

INVESIMENT INCOME oot e et e e e $ 454 $ 492 $ 335
Investment gains (I0SSESH3) . . . . oo $ 9 8 B % (32)
ENding CamyiNg VAIUE . . . . oottt e e $ 23,628 $ 15,430 $ 12,697
Total Investments:

Investment income vield(1) ... oo e 5.01% 5.51% 5.08%
Investment fees and expenses vield . ... ... e 0.13) 0.14) 0.14)
Net Investment Income Yield(1), (8),(5) .............o i i 4.88% 5.37% 4.94%
IMVESIMENTINCOME . et e e $ 20557 $ 17,694 $ 15,439
Investment fees and EXPENSES . .. ..ot (546) (465) 432)
Net investment income including divested bUSINESSES . ... oot $ 20,011 $ 17,229 $ 15,007
Less: net investment income from divested businesses(®) ... ... .o (835) (349) (407)
NetInvestment INCoOME(3) ........oiiiiiitiii it ittt ittt ineaeian e $ 19,676 $ 16,880 $ 14,600
EndingCarrying Value(3) ...ttt e $493,548  $448,389  $335,393
investment portfolio gains (losses) including divested bUSINESSES .« ... oo cv v i $ (B33 $ (193 $ (3,037)
Less: investment portfolio gains (losses) from divested businesses() .......... ... 140 33 129
Investment portfolio gains (108Ses)(B),(5),(8) « .+« « v oo oo $ @3 $ (1600 $ (2,908
GIrOSS INVESIMENT GAINS © .+« v v e e et e ettt et e e e $ 1,354 $ 1,180 $ 1,226
GrOSS INVESHMEN 0SS o v\ vttt e e (1,058) (840) {1,393)
VOO L (709) (500) (2,741)
Investment Portfolio Gains (Losses)(3),(5),(6) ..............coviiiiiiiiiiiininnann.. $ (@13 $ (1600 $ (2,908
Investment portfolic gains (losses) income tax (expense) benefit . . ......... ... o oL 148 46 1,068
Investment Portfolio Gains (Losses), NetoflIncomeTax..................c.ccovuunn $ (@65 $ (114 $ (1,840
Derivative gains (losses) including divested businesses .............co i $ 4,545 $ G149 $ (65,108
Less: derivative gains (losses) from divested businesses®) . ... i 163 41 2
Derivative gains (I08S8S)(3),(5),(6) « -+« v v $ 4,708 $ (673) $ (5,108
Derivative gains (losses) income tax (expense) benefit ... .. . o oo (1,643 144 1,804
Derivative Gains (Losses), Netof Income Tax ............c0 it iiinnrenineennnnns $ 3,085 $ (4290 $ (3,304)

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 is consistent with how we measure our investment performance for management purposes, and we believe
it enhances understanding of our investment portfolio results.

(1) Yields are calculated as Investment income as a percent of average quarterly asset carrying values. Investment income excludes recognized gains
and losses and reflects the operating revenue adjustments related to net investment income: Asset carying values exclude unrealized investment
gains (losses), collateral received from counterparties associated with. our securities lending program, freestanding derivative assets, collateral
received from derivative counterparties, the effects of consolidating under GAAP certain VIEs that are freated as consolidated securitization entities
("CSEs"), contractholder-directed unit-linked investments and securitized reverse residential mortgage loans. A yield is not presented for other
invested assets, as it is not considered a meaningful measure of performance for this asset class.

(2) Fixed maturity securities include $749 milion, $594 million and $2.4 billion at estimated fair value of trading and other securities at December 31,
2011, 2010 and 2009, respectively. Fixed maturity securities include $31 million, $234 milion and $400 million of investment income (loss) related
to trading and other securities for the years ended December 31, 2011, 2010 and 2009, respectively.

(3) As described in footnote (1) above, ending carrying values exclude contractholder-directed unit-inked investments — reported within rading and
other securities, securities held by CSEs — reported within trading and other securities, and securitized reverse residential mortgage loans- reported
within mortgage loans. The related adjustments to ending carrying value, investment income and' investment gains (osses) by invested asset class
are presented below. The adjustments to investment income, net investrmertt income and investment gains (losses) in the aggregate are as shown in
footnote (8) to this vield table. The adjustment to investment gains (losses) presented below and in footnote (6) to this yield table includes the effects
of remeasuring both the invested assets and long-term debt in accordance with the FVO. e

At or for the Year Ended December 31, 2011 At or for the Year Ended December 31, 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): . !
Ending carryingvalue . .. .......... $ 740 $17,5628  $ 18,268 $ 594 $17,995 $ 18,589
Investment iNcome. . ... oo $ 31 % @44 $ @413 "% 234§ 226 $ 460
Investment gains (0sses) . .. ... v . 3% 2 $ ® % (10) $ — $ @O 8 (30)
Mortgage Loans: . )
Ending carrying value . . i $ 61,303 $10,790  $ 72,093 . = § 55457 $ 6,840 $ 62,297
_Investment income .. ... i '$ 3,162 $ 332 $. 3494 $. 2,821 $ 396 - $ 3217
Investment gains (losses) . . ... ... $ 175 $ 13 ¢ 188 $ 20 $ 3B B 58
Cash and Short-Term : :
. Investments: . -
" Ending camryingvalug ... oL $ 27,750 ° $ 21 $ 27,771 $ 22,302 $ 39 $ 22341
Total Investments: : : ) : . o
Ending caryingvalue . . ... $493,648 $28,339 $521,887  $448,389 ‘ $24,874 © $473,263

{4) Investment income from fixed maturity securities and mortgage loans includes prepayment fees. )

() For further information on Divested Businesses, see Note 2 of the Notes to the Consolidated Financial Statements. Prior period yields have been
recast to conform fo the .current period presentation to exclude from asset carrying values freestanding derivatives and collateral received from
derivative counterparties. Net investment income, invesiment portfolio gains (losses),- and derivative gains {losses) are presented inclUding and
excluding the impact of Divested Businesses. Yields are calculated including the net investment income ahd/e,mding carrying values of the Divested
Businesses. ‘ v ] L . '

() Net investment income, investment portfolio gains (losses) and derivative gains (losses) presented in this yield table vary from the most directly
corhparéble_ measures presented in the GAAP consolidated statements of operations due to certain reclassifications affecting net investment
income, net investment gains (losses), net derivative gains (losses), interest credited to policyholder account balances, and other revenues, and

= é_xcludes the eﬁects of consolidating under GAAP certain VIEs that are treated.as CSEs. Such reclassifications.are presented in the t_ables below.
b ‘ col Years Ended December 31, :

2011 2010 2009
{In millions)

- Net investment income — inthe above yieldtable ............ .. o oo $20,011 $17,229 - $15,007
Real estate discontinued cperations — deduct from net investmentincome ............. 4) 2 (22)
Scheduled periodic settlerment payments on derivatives not qualifying for hedge

accounting — deduct from net investment income, add to net derivative gains {losses) ... (249) - (208) (88)
“Equity method operating joint ventures — add to netinvestment income, deduct from net ' }
derivative-gains (losses) . ... P SO PPN : 23) (130) (186)
Net investment income on contractholder-directed unit-linked investments — reported within
trading and other securities — add to fetinvestment income . ... ..ol i (4563) 211 —
Incremental net investment income from CSEs — add to net investment income .. . .. . 324 411 =
Net investment income — GAAP consolidated statements of operations ...« ... oo vu v $19,606 $17,511 $14,741
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Years Ended December 31,

2011 2010 2009
. . (In millions)

Investment portfolio gains (losses) — inthe above vieldtable . ............. ... ... .. .. ... $ (653) $(193) $(3,037)
Real estate discontinued operations. — deduct from net investment gains (losses) . ......... (96) (14) 8)
Investment gains (losses) related to CSEs — add to net investment gains (losses) .......... : 5 6 —
Other gains (losses) — add to net investment gains (I0SSeS) . .o 223 _(207 144

Net investment gains (losses) — GAAP consolidated statements of operations ... ... .. e $ (867) $(408) $(2,901)

Derivative gains (losses) — inthe above vieldtable ................ o $4,645 $(614) $(5,108)
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 PABs . . 19 11 4)
Settliement of foreign currency eamings hedges — add to net derivative gains (fosses), deduct

frOm Other FEVENUES oo e (12) .= —
Equity method operating joint ventures — add to net investment income, deduct from net

derivative gams (0SS o vttt e 23 130 166

Net derivative gains (losses) — GAAP consolidated statements ofp_perations e T $4,824 $(265) $(4,866)

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 changss 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 December 31, 2011 and 2010, respectively. Publicly-traded
fixed maturity securities represented $303.6 bilion 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 bilion and $40.8 bilion at estimated fair value, at December 31, 2011 and 2010 respectively, or 13% of total fixed maturity
securities at estimated fair value, at both December 31, 2011 and 2010.

Equity securities, which consisted principally of publicly-traded and privately-held common and preferred stocks, incluging certain-perpetual hybrid
securities and mutual fund interests, were $3.0 bilion 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 bilion 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
December 31, 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 securiies have more debt-like
Characteristics; while those with more equity-like characteristics are classified as equity securities within non-redesmable preferred stock. Many of such
securities, commonly referred to as “perpstual hybrid securities,” have been issued by non-U.S. financial institutions that are accorded the highest two
capital treatment categories by their réspective regulatory bodies {i.e. core capital, or “Tier 1 capital” and perpetual deferrable securities, or “Upper Tier 2
capital’). The following table presents the amount and classification of perpetual hybrid securities held by the Company at:

December 31,

o1 2010
Classification ) Estimated Estimated

. - 2 ‘ Fair Fair

Consolidated Balance Sheets Sector Table Primary Issuers Value Vaiue

{in millions)

Fixed maturity securties . . ... ... ... o Foreign corporate securities Non-U.S. financial institutons  $ 523 $ 2,008
Fixed maturity securities . . ... ... o U.S. corporate securities U.S. financial institutions $ 226 % 83
Equitysecuriies . ... ... o Non-redeemable preferred stock ~ Non-U.S. financial institutions $. 440  $ 1,043
Equitysecurities . . ... o Non-redeemable preferred stock  U.S. financial institutions $ 30 $ 286

The Company's holdings in redeemable preferred stock with stated maturity dates, commonly referred to as “capital securities,” were primarily issued
by U.S. financial institutions and have cumulative interest deferral features. The Company held $1.9 bilion and $2.7 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 Securities. 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 intermal matrix pricing, market standard intemal discounted cash flow techniques, or independent pricing
services after we determine thelr 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 securtties, the number of quotations obtained varies by
instrument and depends on the liquidity of the particular instrument. Generally, we obtain prices from multicle 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 muitiple
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pricing sources that afe market observable or. can be derived principally from or comoborated by observable market data. See Note 5 of the Notes to the
Consolidated -Financial Statements for a discussion of the types of market standard valuation methodologies utiized and key assumptions and
observable inputs used in applying. these standard valuation methodologies. When a price is not available in the active market or through an
independent pndng service, management will value the security primarily using market standard intemal matrix pricing or discounted cash flow
techniques, and non-binding quotations from tndependent 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
maturity securities were valued using non-binding quotations from independent brokers at December 31, 2011.

Senior management, independent of the trading and investing functions, is responsible for the oversight of control systems and valuatlon DO|ICIeS
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 appiied, 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 contrals, including certain monthly controls, which include, but are not limited to,
analysis of portfolio retums to cormesponding benchmark retums, comparing a sample of executed prices of securities ‘sold to the'fair value estimates,
comparing fair value estimates to management's 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 pricing 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 assessmg whether these
inputs can be comoborated by observable market data.

The Company also applies a 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 refiective of market activity or
representative of estimated fair value, we will seek independent non-binding broker quotes or use an intemally developed valuation to override these
prices. As described below, such overrides’ have not been material. Our intemally developed valuations of current estimated fair value, which reflect our
estlmates of liquidity and non:performance. risks, compared with pricing received from the independent pricing services, did not produce material
differences for the vast majority of our fixed maturity securities portfolio. This is, in part, because our intemal 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, management's best estimate is used. As a result, we generally use the pnce provided by the independent pricing service under our normal
pricing protocol.

The Company has reviewed the sxgnlﬂcanoe and observability of mputs used in the valuatlon methodologies to determlne the appropriate fair value
hierarchy level for each of its securities. Based on the results of this review and investment class analyses, each instrument is categorized as Level 1, 2
or-3 based on the lowest level significant input to its valuation. Certain securities have been classified into-Level 1 because of unadjusted quoted prices
and high volumes of trading activity and namow bid/ask spreads. Most securities.valued by independent pricing services have been classified into Level
2 because the significant inputs used in pricing these securities are market. observable or can be corroborated using market observable information.
Most investment grade privately. placed fixed-maturity securities. and certain below investment grade privately placed fixed maturity securities priced by
independent pricing services that use observable. inputs have been classified within Level 2. Distressed privately placed fixed maturity securities have
been classified within Level 3. Below investment grade privately placed fixed maturity securities and less liquid securities with-very limited trading activity
where estimated fair values are determined by independent pricing services or by non-binding quotations from independent brokers that use.inputs that
may be difficult to coroborate with observable market data, are classified as:Level 3. Use . of independent non-binding broker quetations generally
indicates there is a lack of liquidity or the general lack of transparency in the process to develop these price estimates causing them to be considered
Level 3. See Note 5 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 securmes trade and, in our Judgment despite reduced levels of
liquidity discussed above beheve none of these fixed maturity and equity securities trading markets should be characterized as distressed and
disorderly.

Fair Value Hierarchy and Leve/ 3 Roliforward — Fixed Maturity and Equity Securities. Fixed maturity securities and equity securities available-for-sale
measured at estimated fair value on a 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 1:
Quoted prices in active markets foridenticalassets . ... oo o oo '$ 19,987 57% $ 819 27.1%
Level 2: ' ; v
INJEPENTENE PHICING SOUICE . .+ v e vttt ettt e e et e e 275,575 787 497 164
Internal matrix pricing or discounted cash flow techniques . .. ... i 36,944 10.5 988 32.7
Significant other observable INPUES .. 312519 892 1,485 _49.1
Level 3: . . T . o
iIndependent pricing SOUrce .. ...« v v s T T DR fe e 8,178 2.4 513._ 170
Intemal matrix pricing or discounted cash flow teChniqUEs .. .« . vio v v i b ...8,138 28 158 52
Independent broker QUOLAHIONS . . . v v e - 01,449 04 48 1.6
Significant unobservable inputs ... ........ RESURT A L T e e 17,765 5.1 719 238

Total €SHMAtEn faI VAILS & : v o+ v e s e et ie e T TR $350271 100.0% $3,028 100.0%
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) December 31, 2011
Fair Value Measurements Using

Quoted .
Pricesin - Significant
Active - - Other Significant
Markets for Observable Unobservable Total
Identical Assets Inputs Inputs. - - Estimated
{Level 1) (Level 2) (Level 3} Fair Value
(In millions)
Fixed Maturity Securities: ) o )
U.S. corporate SeCurties .. . ................... B % —  $99001 $6784 $105785
Foreign corporate SECUMtIES .. . v v vt vt e he e - 59,648 4,370 64,018
Foreign govemment securties . ... ..o i : 76 50,138 2,322 52,636
~ Residential mortgage-backed securities (RMBS”) ... T . 41,085 1,602 42,637
U.S. Treasury and agency securties ... .................. e 19,911 20,070 31 40,012
Commercial mortgage- backed securities ("CMBS") ....................... PP ' - 18,316 7563 19,069
State and political subdivision: seourmes ................ N - 138,182 53 ., 18,235
Asset-backed securities (‘ABS”) ... oL e e T e : = 11,129 1,860 12,979
Other fixed maturity SSCUMIES .. .. .o P = - = -
Total fixed maturity SEOUMHES ..\ ..o\ oot e $19,087 $312,5619  $17,765  $350,271
Equity Securities: : : r X
Common stock . ... ... PP AP e PP A $ 819 $ 1,006 $ 281 $ 2,205
Non-redeemable preferted StoCK . ... ... e T -~ 380 438 818
Total equity SECUMIES ... vt vt e L . $ 819 $ 1485 $ 719 $ 3,023

The composition of fair value pricing sources for and significant changes in Level 3 securities ét December 31, 2011 are as follows:

¢ The majority of the Level 3 fixed maturity and equity securities (83%, as presented above) were concentratéd in four sectors: U S and foreign
corporate securities, foreign government securities and ABS.

e Level 3 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 dérived principally from or corroborated
by observable market data. Level 3 fixed maturity securities consist of less liquid fixed maturity securities with very limited trading activity or
where less price transparency exists around the inputs to the valuation methodologies including ‘alterative residential mortgage loan (“Alt-A")
and sub-prime BMBS and' less' fiquid -prime RMBS, certain below investment grade “private placements and less liguid investment grade
corporate securities (included in U.S. and foreign corporate securities), less liquid foreign govermment securities and less liquid ABS.

e During thé year ended December 3%,-2011, Level 3-fixed maturity securities decreased by $5.0 billion, or 22%. The decrease was driven by
net transfers out of Level 3, partially offset by net purchases in‘excess of sales and increase in estimated fair value recognized in accumulated
other comprehenisive income (I68s). See analysis of transfers irto and/or out of Level 3 below. The increase in net purchases in excess of
sales of fixed maturity securities were concentrated in ABS and foreign govemment securities, and the increase in estimated fair- value
recognized in-accumulated other comprehensive i income (loss) for fixed maturity securities was concentrated in U.S. corporate securities due
in part to a decrease in interest rates.

A roliforward of the fair value measurements for fixed matunty securities and equity securities available-for-sale measured at estrmated fair value on a
recumng basis using significant unobservable (Level 3) |nputs is as follows:
Year Ended December 31, 2011

Fixed Maturity - Equity
Securities Securities
. {In millions)
Balance, beginning of period- . . 5.5 ... e e A S $22,716 $1,173
Total reallzed/unrealrzed garns {losses) included in:
CTBAMINGS(T) o et d e e 48 (57)
~ Other comprehensive income (0SS .« o 403 10
Purchases........... P 4,907 109
Sales. . ... S © 4,219 (462)
Transfersinto Level B ... .o 599 12
Transfers oUt Of LeVel B ... (6,689) (66)
Balance, end of pen’od‘. e $17,765 - $ 719

(1) Total gains and losses in eamings and other comprehensive income (loss) are calculated assuming transfers into or out of Level 3 occurred at the
beginning of the period. liems transferred into and out for the same period are excluded from the roliforward. Total gains (losses) for fixed maturity
securities included in eamings of ($7) milion and other comprehensive income (loss) of $9 million, were incurred on these securities subsequent to
their transfer into Level 3, for the year ended December 31, 2011, respectively.

An analysis of transfers into and/or out of Level 3 for the year ended December 31, 2011 is as follows:
“Overall, transfers-irto and/or out of Level 3 are attributable to a change in the observability of inputs. Assets and liabilities are transferred into Level 3
.when a 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 3 when circumstances change such that a significant input can be corroborated with market observable
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data. This may be due to a significant increase in market activity, a specific event, or one or more significant input(s) 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 3 assets: and liabilities for
the year ended December 31, 2011 are summarized below:
¢ During the year ended December 31, 2011, fixed maturity securities transfers into Level 3 of $599 million resulted primarily from current market
conditions characterized by-a lack of tradmg activity,-decreased liquidity and- credit ratings downgrades (e.g., from investment grade to below
investment grade). These curent market conditions have: resulted in decreased transparency of valuations and an increased use of broker
guotations and unobservable inputs to determlne estimated fair value principally for certaln U.S. and foreign -corporate securmes and foreign
government securities.
¢ During the year ended December 31, 2011 flxed maturity securities transfers out of Level 3 of ($6.7) bilion 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 government 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 5 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 3 of the Notes to the Consolidated Financial Statements for information about:

o Fixed maturity and equity securities on a sector basis and the related cost or amortized cost, gross unrealized gains and losses, including the
noncredit loss component of OTT! loss, and estimated fair value of such securities at December 31, 2011 and 2010;

e Govemment and agency securities holdings in excess of 10% of the Company’s equity at December 31, 2011 and 2010; and

o Maturities of fixed maturity securities at December 31, 2011 and 2010.

Fixed Maturity Securities Credit Quality — Ratings.  The Securities Valuation Office of 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 intemally developed
rating is used. The NAIC ratings aré generally similar to the credit quality designations of. the Nationally Recognized Statistical Ratings Organizations
(“NRSROs") for miarketable fixed maturity” securities, called *rating agency designations,” except for certain structured securities as described below.
NAIC ratings 1 and 2 include fixed matlirity securities generally’ considered investment grade (i.e., rated ‘Baa3’ or better by Moody's or rated “BBB" or
better by S&P and Fitch) by such rating organizations. NAIC ratings 3 through 6 include fixed maturity securities generally considered below investment
grade {i.e., rated “Bat” or lower by Moody’s or rated “BB+" or lower by S&Pand Fitch) by such rating organizations. Rating agency designations are
based on availability of applicable ratings from rating agencies on the NAIC. acceptable rating organizations fist, including Moody's, S&P, Fitch and
Realpoint, LLC. If no rating is available from a 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 NAIC's
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 a more appropriate capital requirement for such structured securities.” The revised methodoiogies reduce
regulatory reliance on rating agencies and allow for greater regulatory input info the assumptions used to estimate expected losses from structured
securities. The Company applies the revised NAIC rating methodologies to structured securities held by MetLife, Inc.’s.insurance subsidiaries that file
NAIC statutory financial statements. The NAIC's 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 a 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 1 — 6) amounts and
percentages presented herein are based on the revised NAIC methodologies described above. Al rating agency designation (e.g., Aaa/AAA) amounts
and percentages presented herein are based on rating agency designations without adjustment for the revised NAIC methodologies described above.

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 Totat Cost Value Total
{In millions)
1 Aaa/Aa/A L $230,195  $246,786 70.5% $226,639  $231,198 71.2%
2 Baa ........... .o 73,352 78,531 22.4 65,412 68,729 21.2
3 SBa 14,604 14,375 4.1 16,331 15,290 4.7
4 B 9,437 8,849 2.5 8,742 8,308 2.6
5 Caaandlower ......... ... ... .. o0 2,142 1,668 0.5 1,340 1,142 0.3
6 Inorneardefault ................ oo 81 62 - 163 130 -
Total fixed maturity securities ............ $329,811 $350,271 100.0% $317,617  $324,797 100.0%
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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 desngnaﬂon is
compnsed of at December 31, 201 1and 201 0:

Fixed Maturity Securities — by Sector & Credit ,‘Qtiaﬁlity Rating at December 31, 2011

w - : ] 2 2 et & ~ Total
RatingAgency Designation: ' - Aaa/Aa/A Baa Ba : B clf:waer:'d I“DOe';a'teltar E:gr‘r;::::
] (in millions)
U.S. corporate securities .. I ........ $ 51045 $41,533 $8677  $4257 $ 271 $ 2 $105785
. Foreign corporate securities ... ........ 33,403 26,383 . .. 2,915 1,173 140 4 64,018
F'or,eigrigovemmentﬂ securities . ... ... .. - 42,360 7583 .. 1,146 - 1,281 196 — 52,636
BRMBS(1) ... 36,699 1,477 1,450 2,026 933 52 42,637
U.S. Treasury and‘agency : :
secunties ... 40,012 — — — — - 40,012
CMBS(1) ........ L 18,403 388" 125 Y % @ - 19,069
State and political o o . L . , ’
» subdivision securities . . . .. P ) 12,357 842 23 5 L 8 — 13,235
CUABS() S SR 12,607 365 39 . 850 24 .4 12,979
Other fixed maturity securities . ... .. ... — = — = — — —_
Total fixed maturity securities .. ...... $246,786  $78,531 $14,375 $8.849° $1,668 3 62 $350,271
Percentage of total ... ... S 705%  224% - 41%  25%  05% —% 100.0%
Co Fixed Maturity Securities — by Sector & Credit Quality Rating at December 31, 2010
NAIC Rating: - ' e | coo2 83 4 5 6 Totat
S g ’ : i a ] Caa and “Inor Near ' Estimated
Rating Agency Designation: ) Aaa/Aa/A Baa Ba B . Lower. . Default Fair Value
- [ . _ - (Inmillions) )
U.S. corporate securities <. ........... $ 46,035 $34,250. $.7.633 $3452 $ 353  $40  $ 91,772
Foreign corporate securities . ..., ... .. © 39,430 24,352 - 2,474 1,454 169 9 67,888
Foreign govemment securities ......... 31,559 7,184 2,179 1,080 - - 42,002
RMBS(@) ... SR 39,640 1,196 2411 2,054 497 54 45,852
U.S. Treasury and,agency'securitieé 33,304 = - - - — 33,304
CMBS(1) ..., e e e 19,386 . 665 363 2056 56.. 1 20,675
State and political subdivision . . 3 .
secunties .. v et 9,368 722 - 32 - — 7 — 10,129
_ ABS()2) .. ... S 12,477 348 198 - B9 60 26 13,168
* Other fixed maturity securitiss .. .. .. ... = 3 — 4 = — 7
Total fixed maturity securities .. ... .. $231,198 $68,729 $15,290 = $8,308 . $1,142 $130 $324,797
Percentage of total ........ L o 712%  212% 47% 26%  03% —% 100.0%

(1) Presented using the revised NAIC ratlng methodologies described above. :

(2) Within fixed matuiity securities, a reclassification from the'ABS sector to the RMBS sector has been made to the prior year amounts to conform to
the cument Vear presentation for securities’ backed by sub-prime tesidential mortgage loans to be consistent with-market corvention rela’nng to the
“risks inherent in such securities and the Company's 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 flxed maturity securities: ; i AR ,
Estimated fairvalue . ........... ... L. P $24,064  $24,870

Net unrealized gains (I0SS8S) .. ..o oo e $(1,.310) $ (696)
Non-income producing fixed maturity securities:

Estimated fairvalue ................ e $ 62 $ 130

Net unrealized gains (losses) ........ S $ (199 & (23

48 MetLite, Inc.



U.S. and Foreign Corporate Fixed Maturity Securities.  The Company maintains a diversified portfolio of corporate fixed maturity securities across
industries and vissuers. This portfolio does not havga_ an exposure to any single issuer in excess of 1% of total investments. The tables below present
information for U.S. and foreign corporate Securitieg‘at:

December 31,
2011 2010
Estimated Estimated
Fair % of Fair % of
Value Total Value Total
. (in millions) (In millions)
Corporate fixed maturity securities — by sector:
Foreign corporate fixed matUrity securties(1) . $ 64,018 37.7% $ 67,888 42.5%
U.S. corporate fixed maturity securities —“pyindustry: '
INAUSHEE © . v 26,962 16.9 22,070 13.8
Consumer ............ B R RERREE 26,739 18.7 21,482 13.5
FINANGE & vttt TR 20,854 12.3 20,785 13.0
Uty v 19,608 11.5 16,902 10.6
COMMUNICALIONS « 4 v vt e et e 8,178 4.8 7,335 4.6
Other ........ P e T 3,544 2.1 3,198 2.0
Total ... ..... SRRV $169,803  100.0% $159,660 100.0%
(1) Includes U.S. dollar denominated and foreign denominated debt obligationsyo_f foréign obligors and other foreign’fixéd maturity securities.
\ December 31, g
2011 : 2010
Estimated Estimated '
Fair _ % of Total Fair % of Total
Value Investments Value - Investments
" {In millions) ; {In millions)
Concentrations within corporate fixed maturity securities:
Largest exposure to a singleissuer ... PR PRI $ 1642 . .03% $ 2,291 0.5% ‘
Holdings in ten issuers with the largest exposures .. . ... ST $10,716 -2.1% ‘ $14,247 3.1%
Structured Securtties. .. The following table presents information about structured securities at: . o
December 31,
2011 2010
Bt %ot R et
‘Value Total Value Total
: (In millions)
BMBS o e P $42,637 57.1% $45,852 57.5%
CMBS .......... P PR SR A DI 19069 255 20675 260
ABS ..o T e R 12,979 174 13,168 _165
Total structured securities. .. . ... e P A e oo $74,685 0 100.0% $79,695:  100.0% .
Ratings profile: o o
RMBS rated Aa/AAA ..o $31,690 74.3% $36,244 79.0%
RMBSrated NAIC 1 oo $36,699 86.1% $39,640 86.5%
CMBS rated Aaa/ABA . ... o $15,785 82.8% $16,901 81.7%
CMBSrated NAIC 1 ..o $18,403 096.5% $19,385 93.7%
ABS rated ABB/AAA L . L $ 8,223 63.4% $10,252 77.9%
ABSrated NAIC 1 o s $12,507 96.4% $12,477 94.8%
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RMBS. The table below presents information on RMBS holdings at:

December 31,
2011 2010
E“;Q{:M % of Es‘:-!:ia}ted % of
} Value Total Value Total
. {In millions) {In millions)
By security type: : .
Collateralized Morgage obIgatIoNS™ . . . . ..\t $23,392 54.9% $23422  51.1%
Pass-through secunties .. ... . ‘19,245 - 457 22,430 48.9
Total RMBS ... ... ... B $42,637 100.0% $45,852 100.0%
By risk profile:
AGENCY oottt A $31,055 72.8% $34,254 74.7%
Prime P 5,959 14.0 6,268 18.7
Al A 4,648 10.9 4,221 9.2
Sub-prime . ... .. S 975 23 1,119 2.4
TotalRMBS . e $42,637 100. O% $45 852 100 0%

Collateralized mortgage obligations are a 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 a
type of asset-backed security that is secured by a mortgage or collection of mortgages. The monthly mortgage payments from homeowners pass from
the originating bank through an intermediary, such as & government agency or investment bank; which collects the payments and, for a fee, remits or
passes these payments through to theholders of the pass-through securities.

The majonty of RMBS held by the Company was rated Aaa/AAA by Moody's, S&P or Fitch; and the majority was rated NAIC 1 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 witfi high quality credit profiles. Alt-A is a classification of mortgage loans where the risk profile of the borrower falls
between prime and sub-prime. Sub-prime mortgage lending is the origination of residential mortgage loans to borrowers with weak credit profiles.
Included within prime and Alt-A RMBS are resecuritization 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 Company’s Alt-A securities portfolio has no exposure to option adjustable rate mortgages ("ARMs") and a
minimal exposure o hybrid ARMs. The Company's Alt-A securities portfolio is comprised primarily of fixed rate mortgages (93% and 91% at
December 31, 2011 and 2010, respectively) which have performed better than both option ARMs and hybrid ARMs in the overall Alt-A market. The
Company’s Alt-A RMBS:holdings had unrealized losses of $871 million and $670 milion at December 31, 2011 and 2010, respectively. Approximately
7% and 16% of this portfolio was rated Aa or bétter at December 31, 2011 and 2010, respectively.

The sub-prime RMBS had unrealized losses of $347 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 2 or better at-December 31, 2011 and 2010, respectively. The slowing U.S. housing market, greater use of affordable
mortgage products-and relaxed underwriting standards for some originators of sub-prime residential mortgage loans have led to-higher delinquency and
loss rates, especrally within the 2006 and 2007 vintage years. These factors have caused a 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.

50 MetLife, Inc.



CMBS. The foliowing tables present holdings of CMBS by rating agency designation and by vrntage year at
" December 31 2011 b :

Below -
Aaa Aa A ‘Baa e Total
Amortized Estimated Amortized Estimated Amortized Estimated Amortlzed Estimated Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value Cost Fa|r Value Cost Fair Value
(In millions) ]

2003 & Prior .. ....... $ 5574 $5677 $ 176 $ 176 $91  $8 $ 54 $ 52 $29 $27 $5924 $ 6020

2004 ..o 35686 3,730 430 440 135 129 83 - 80 . 32 25 4,266 4,404

2005 ... 3,081 3,318 427 432 277 269 184 175 - 31 28 4,000 4,222

2006 ..o 1,712 1,835 245 237 89 83 18~ 110 123 106 2,287 2,371

2007 . oo 643 665 395 332 163 138 67 71 94 88 1,362 1,294

2008 . - - - — - - - — 25 27 25 27

2009 .. - - - — — — - - — — = -

20010 i 3 3 - - - — 60 66. - - 63 .69

2011 oo 536 557 1 1 92 96 - o 9 8 638 662

Total ......... ..., $15135 $15785 $1.674 $1.618 $847 803 § 566 $ 554 j$8_43 $309 = $18,565 $19,069
Ratings Distribution . . . . 82.8% 8.5% _4.2% _2.9% _1.6% 100.0%

‘ December 31, 2010
Iane:Itmnt
Co Aaa Aa A 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) -

2008 & Prior ......... $ 7411 $7640 $ 282 $ 282 $228 $227 $ 74§ 71 $ 28 $ 24 $ 8,023 § 8244

2004 ... 3,489 3,620 277 273 216 209 181 175 91 68 . 4,254 4,345

2006 ... 3,113 3,292 322 324 286 280 263 . 255 73 66 4,067 4,217

2008 ... 1,463 1,645 169 160 168 168 385 398 166 166 2,341 2,427

2007 ..o 840 791 344 208 96 956 119 108 122 133 1,521 1,425

2008 .. iiiiiin 2 2 - - - - - - - - 2 2

2009 ... 3 3 — — — — - - — - 3 3

2010 ..ot 8 8 - - 4 4 - = — - 12 12

Total ............. $16,329 $16,901 $1,384 $1.337 $998 $983  $1.022 $1.007  $480 $447  $20,213 $20,675
Ratings Distribution . . . . __81.7% __64% 4 8% __4.9% 2 2% __100.0%

The tables above reflect rating agency designations assigned by nationally recognized rating agencies including Moodys SEP, Frtch and Realpoint,

LLC.

The weighted average credit enhancement of the Company's 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
Company’s investment holding that is available to absorb losses before the security incurs the first dollar of 108s of principal. The credit protection does

not include any equity interest or property value in excess of outstanding debt.

i

ABS. The Company's ABS are diversified both by collateral type and by issuer. The following table presents information about ABS'held at:

- By collateral type:
Credit card loans
Collateralized debt obligations

. Student loans
.Automobile loans
Other loans

December3t, .. . ..
. 2 2010
Estimated. Estimated
Fair % of Fair % of
Value Total Value Total
(in milfions) {In millions)

.......... $ 4,038 31.1% $§ 6,027 45.8%
........... 2,575 19.8 1,798 137
........... 2,434 188 2,416 18.3
........... 977 7.5 605 46
............ 2,985 - 228 2,322 17.6
........... $12,979 100.0% $13,168 100.0%

Evaluation of Fixed Maturity Securities and Equity Securities Available-for-Sale for Other-Than-Temporary Impairment

See the following sections within Note 3 of the Notes to the Consolidated Fi
securities and equity securities available-for-sale for OTTI: ‘
+ Evaluating available-for-sale securities for other-than-temporary impairmerit;
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« Net unrealized investment gains (losses);

 Continuous gross unrealized losses and OTTl losses for fixed maturity and equity securities available-for-sale by sector;
« Aging of gross unrealized losses and OTT! losses for fixed maturity and equity securities available-for-sale;

« Concentration of gross'unrealized losses and OTT! losses for fixed matunty and equity securities available-for-sale; and
Evaluatrng temporanly rmparred available- for sale seourrtres

“Trading and Other Securities

The Company has a trading securities portfolio, prrncrpally rnvested in frxed maturity securities, to support investment strategies that involve the active
and frequent purchase and sale of securities (“Actively Traded Securities”) and the execution of short sale agreements, Trading and other securities also
include securities for which the FVO has been elected ("FVO Securities”). FVO Securities include certain fixed maturity and equity securities held for
investment by the general account to support asset and liability matching strategies -for certain insurance products. 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 a lesser extent, fixed maturity and equity securities, short-term
investments and cash and cash equivalents. The investment retums on these investments inure to contractholders and are offset by a corresponding
change in PABs through interest credited to policyholder account balances. FVO Securities also include securities held by CSEs (former qualifying
special purpose entities). Trading and other securities were $18.3 bilion and $18.6 bilion 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 3 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 December 31, 2011 and 2010.

_Trading and. other securities and trading (short ‘sale agreement) liabilties, measured at estimated- fair value on a recurring basis and their
corresponding fair value hierarchy, are presented as follows:

December 31, 2011

Trading and Other Trading
Securities Liabilities
: e : ) {In millions)
Ouoted pnces rn active markets for identical assets and liablities (Level 1) ... .00 oL, i _$~ 7,572 41%  $124 98%
- Significant other observable mputs (Level2) .. ... L T IR 9,287 51 3 2
Significant unobservable inputs (Level 3) ... o 1,409 _8 — —
Totalestimated fair value . . ... .. oo o $18,268 -100% $127  100%

A roliforward of the fair value measurements for trading and other securities measured at estimated fair value on a recurring basis using stgniﬁoant
unobservable (Level 3) inputs for the year ended December 31, 2011, is as follows:

Dec:‘:'nal:eErg‘;zm1
{In miliions)
Balance, beginning of period .. ................ R P $ 822
Total realized/unrealized gains (losses) included in eamrngs ......................................... 2
Purchases ................... T e e 1,246
SIS o it e 619
Transfers iNto Level 3 .o o S 121
Transfersoutof Level 3. ............... e (259)
Balance, end of period . ... . e e $1,400:
See " — Summary of- Critical ACCOunti"ng'Estimates“ for further information on the estimates and. assumptions that affect .the amounts reported

above.
See Note 5 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 (Los"ses) Including OTTI Losses Recognized in Earnings

See Note 3 of the Notes to the Consolidated Financial Statements for tables that present:

» The components of net investment gains (losses) for the years ended December 31, 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 December-31, 2011, 2010 and 2009;

» Fixed maturity security OTTI losses recognized in eamings by sector and industry within the U.S. and foreign corporate securities sector for the

years ended December 31, 2011, 2010.and 2009; and

» Equity security OTTl losses recognized in eamings by sector and industry for the years ended December 31, 2011, 2010 and 2008.

Overview of Fixed Maturity and Equity Security OTT! Losses Recognized in Eamings. Impairments of fixed maturity and equity securities were
$1.0 billion, $484 million and $1.9 billion for the years ended December 31, 2011, 2010 and 2009; respectively. Impaiments of fixed maturity securities
were $955 million, $470 million and $1.5 bilion'for the years ended December 31, 2011; 2010 and 2009, respectively. |mparrments of equity securities
were $60 million, $14 million and $400 million for the years ended December 31, 2011, 2010 and 2009, respectively.

The Company's credit-related impairments. of fixed maturity securiies were $645 milion, $423 milion and $1.1 bilion for the years ended
December 31, 2011, 2010 and 2009, respectively.

The Companys three largest impairments totaled $499 mrlhon $105 mrllron and $508 mrliron for the years ended December 31, 2011, 201 0 and
2009, respectively. o

The Company records OTT! losses charged to eamrngs within net rnvestment gains (losses) and adjusts. the cost basis of the frxed 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 OTTI losses recognized in earnings on fixed

- maturity. and equity securities were $1.0 billion for-the curent 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 milion as a result of the reduction in
the expected recoverable amount {see "— Investments — Curent 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 impaiments 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 impairmenits in the CMBS, ABS and corporate sectors, reflecting improving economic fundamentals.

o Year Ended December 31, 2010 compared to the Year Ended Decemper 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 a lower level of impairments in fixed maturity and equity securities in 2010. The
most significant decrease in the current year, as compared to the prior year, was in the Company's 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
impaiments in-the year ended December 31, 2010. Of the-$799 miilion in financial senvices industry impaiments 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 a result of
deterioration in the credit rating of the issuer to below investment grade and due to a severe and extended unreglized 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 milion and $1.9 billion in the years ended December 31, 2010 and 2009, respectively, $287 miilion and $449 million, or
59% and 24%, respectively, were in the Company's RMBS, ABS and CMBS holdings.

Future impairments. Future OTTIs 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 OTTls may be incurred in upcoming quarters.

Credit Loss Rollforward — Rollforward of the Cumulative Credit Loss Component of OTTI Loss Recognized in Earnings on

Fixed Maturity Securities Still Held for Which a Portion of the OTTI Loss Was Recognized in Other Comprehensive Income

{Loss) ¢

See Note 3 of the Notes to the Consolidated Financial Statements for the table that presents a rollforward of the cumutative credit loss component of
OTTI loss recognized in eamings on fixed maturity securities stil held at December 31, 2011 and 2010 for which a portion of the OTTI ioss was
recognized in other comprehensive income (loss) for the years ended December 31, 2011 and 2010.

Securities Lending

The Company participates in a 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 fims 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 a loan and maintained at a 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 3 of the Notes to the Consolidated Financial Statements for the following information regarding the Company’s securities lending program:
securtties on loan, cash coliateral on deposit from counterparties, security collateral on deposit from counterparties and the estimated fair value of the
reinvestment portfolio at December 31, 2011 and 2010.

Invested Assets on Deposit, Held in Trust and Pledged as Collateral
See Note 3.0of the Notes to the: Consolidated Financial Statements for a table of the invested assets on deposit, held in trust and pledged as
collateral at December 31, 2011 and 2010: ;

Mortgage Loans )

The Company’s mortgage loans are principally c_ollaterélized by commercial real estate, agricultural real estate and residential properties. The carying
value of mortgage loans was $72.1 billion and $62.3 billion, or 13.8%.and 13.1% of total cash and invested assets at December 31, 2011 and 2010,
reépecﬁvely. See Note 3 .of the Notes to the Consolidated Financial Statements for a table that presents the Company's mortgage loans
held-for-investment of $56.9 billion and $59.0 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 bilion and $3.3 bilion 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
Company's commercial and agricuitural 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 a percent of the total mortgage loans held - for- investment (excluding commercial mortgage loans
held by CSEs) at Decemper 31, 2011. The carrying value of the Company's commercial and agricuttural mortgage loans located in Califomia, New York
and Texas were 19%, 10% and 8%, respectively, of total mortgage loans held for investment (excluding commercial mortgage loans held by CSEs) at
December 31, 2011. Additionally, the Company manages risk when originating commercial and agriculturai 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 FProperty-Type. Commercial mortgage loans afe 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 VIEs that
are treated as CSEs) at both December 31, 2011 and 2010.. The tables below present the dlverSIflcatlon across geographic regions and: propedy types
of oommer0|al mortgage loans held-for-investment at:

December31,
2011 ‘2010
Amount ';'/;t:fl A‘rnount,,, h ';‘/;gl
’ {In millions)
Region(1): o : : ‘

- South Atlantic ... ... e e i i e e e $:9,022 22.3% $.7,910 20.9%
Pacific ... ...... LA SOUSS SR L Ve e 8209 203 -8616 228
Middlle Alantic . ...\ ... ST ERPR L 6370 168 5486 145
Intemational ... ... ..\ SR U URTR 4713 117 4005 108
West South Central . .. ... .. e et e e IR 3,220 80 292 77
EastNorthCentral . ... ..o v oo i L RPN Fh e o 2,984 7.3 2,900 7.7
New Ehgland . .+ .0 ..., RO Gl ST 1,663 39 1,810 35
Mountain ... 0L P 746 18" 811 2.2

" EastSouth Central ........... R R PO 487 12 48112
WESENOMN CONMIEL . ..+t 35 09 643 17
Mutti-Regionand Other ... ... is, L e S 2,761 6.8 . 2664 7.0

Total recorded investment . .. ... ......... P TTIIURTS ... 40440 100.0% - 37,818  100.0%
. Less valuation allowances P ERRERURTR e PR ) _38 562
Carrylng value net of valuatlon allowances R T o ', e $40,042 s Jip g $37256 ;
Property Type: ) ;
Office oo PR LT918,582 ¢ 45.9% $16,857 44.6%
Retall ........ B R e ... 9524 236 9215 243
ADBAMENTS .ottt 401 9.9 3,630 9.6
HOMEIS oot 3,114 7.7 3.089° 8.2
Industrial .......... .. PR SRU DU UL 3,102 77 2910 77
Otrer ..... R R L2307 5.2 2117 5.6
Total recorded investment =, ... e e e T TR S e 40,440 @% 37,818 © -100.0%
Less: vallation AloOWaN0BS ... vr v oo e ... 308 562

“Carrying value, net of valuation allowances ................ e R R 340,042 $37,256

(1) Reclassifications have been made to the prior year amounts from various reglons to the Muiti- Reg|on and Other reglon to conform to the current year
presentation. ERI
Mortgage Loan Credit Quality — Restructured, Potentially De//nquent De//nquent or. Under Forec/osure The Company monltors lts mortgage loan
investments on an ongoing basis, including reviewing loans that are restructured, potentially delinquent, and delinquent or under foreclosure. These ioan
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 thé debtor's financial
difficulties, grants a concession to the debtor that it would not otherwise consider. The Company defines potentially delinquent loans as loans that, in
management s opinion, have a high probabrllty of becoming dehnquent in the near term: " The Company defines delinquent mortgage loans consistent
Wlth industry practice, when interest and principal payments are past due as follows: commercral mortgage loans — 60 days or more; agncultural
mortgage loans — 90 days or more; and residential’ mortgage loans — 60 days or more. The Company defines mortgage loans under foreclosure as
loans in whrch foreclosure proceedings have formally commenced
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The following table presents-the recorded mvestment arrd valuation allowance for all mor’tgage loans held-for-investment drstrrbuted by the above
stated loan classifications at:

December 31, :
2011 i . 2010 :
- Recor&ed % of Valuation- ., Rez‘oi?dfed - Recorded % of ;’ Veluaﬁon Rez‘oﬁed
investment Total A : I N [l t t " Total = Allowance Investment
) {in millions)
Commercial: , ' o
Performing ......: e e e $40,106 . -99.1% $339 0.8% $37,487 .99.1% $528 1.4%
Restructured(1) ... . oo e N N 248 0.6 44 - 17.7% 93 0.2 6 6.5%
Potentially delinquent ................ T 28 01 15 65.2%" 180 0.5 28 15.6%
Delinquent or under foreclosure . ... . .. .. S 63 _02 - —% 58 '_02 _-—  —%
TOtl oo e e 340,440 100.0%  $398 1.0% - $37,818 100.0% $562 1.6%
Agﬁoultural(Z): » ) : .
PerformMiNg . v v oot $12,8090  98.3% $ 41 0.3% $12486  97.9% $ 35 0.3%
Restructured(3) ...\ v v 58 - 04 7 12.1% - 33 0.3 8 24.2%
Potentially definquent .. ...l i .25 0.2 4 16.0% 62 05 -~ 11 17.7%
Delinguent or under foreclosure(@) . ...l 147 1.1 29 19.7% 170 1.8 34 20.0%
Total oo e [T ... $13129 1000% $ 81 06% $12,7561 100.0% $ 88 0.7%
Residential(4): : : i : :
Perfoming . ... e e $ 664 964% B 1 02% $2145 961% $ 12 0.6%
Restructured(8) .........hoven. TR — — - =% 4 02 - —%
Potentially delinquent ........... ...l e - - - . =% . - 4. . 02 — —%
Delinquent or under foreclosure() .. ... 25 3.6 1 4.0% 78 -~ . 35 2 2.6%
Total®) ... .... o P $ 689 100.0% $ 2 0.3% $ 2231 100.0% $ 14 0.6%

(1) As of December 31, 2011.and 2010, restructured commercial mortgage loans were oompnsed of 10 and five restructured leans, respectively, all of

~ which were performing.

(2)-Of the $13.1 billion of agricultural mortgage loans outstanding at December 31,.2011, 50% were subject to rate resets prror to maturrty A substantral
portion of these mortgage loans have been successfully reset, -refinanced or extended at market terms.

{3) As of December 31, 2011 and 2010, restructured agricuftural 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 agricuttural mortgage loans included four
and two restructured loans with a'recorded investment of $13 million and $29 million, respectively, which were not performing.

(4) Residential mortgage loans held-for-investment consist primariy of first fien residential mortgage Ioans and to a much Iesser extent seoond lien
residential mortgage loans and home equity lines of credit.

(5) There were no restructured residential mortgage loans at December 31, 2011. As of December 31, 2010, restructured resrdentral mortgage loans
were comprrsed of 12 restriictured loans, all of which were performing.

{6) 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 2 of the Notes to the Consolidated Financial Statements.
See Note 3 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 CreditQuality — Monitoring Process — Commercial and Agricultural Morigage 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 rnspectrons ‘market analysrs, estimated valuations of the underlying collateral, loan-to-value ratios, debt service coverage ratios, and tenant
creditworthiness. The monitoring process focuses - on higher risk loans, which include those that are classified as restructured, potentially delinquent,
delinguent or in foreclosure as well as loans with hrgher loan-to-value ratios and lower debt service coverage ratios. The monitoring process for
agricultural mortgage loans is generally similar, with a focus on higher risk loans, such as loans with higher loan-to-value ratios, rnoludlng reviews on a
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 a 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. A loan-to-value ratio greater than 100% indicates that the loan amount is greater than the
collateral value. A loan-to-value ratio of less than 100% indicates an excess of collateral value over the loan amount. The debt service coverage ratio
compares a property’s 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 2.1x 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 utiized in calculating these ratios, are updated annually, on a roliing basis, with a 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 2010, respectively. The values utilized.in calculating the agricultural mortgage toan loan-to-value ratio- are-developed in connection with the
ongoing review of the agricuttural loan portfolio and are routinely updated.
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< Mortgage Loan Credit Quality. — Monitoring Process — Residential Mortgage Loans. . Tne Company has a conservative residential mortgage loan
portfolio and does not hold any option ARMs, sub-prime or fow teaser rate loans. Higher risk ioans include those that are classified as restructured,
potentially delinquent, delinguent or in foreclosure, as well as loans with higher loan-to-value ratios and interest-only loans. The Company’s investment in
residential junicr lieri: lparis ‘and residential mortgage loans with a loan-to-value ratio of 80% or more was $74 milion and $95 milion at December 31,
2011 and 2010, respectively, and certain of the higher 1oan-to-value residential mortgage loans have mortgage insurance coverage which reduces the
loan-to=value ratio*to less than 80%. Additionally, the Company's investment in tradmonal residential interest-only mortgage loans was $6 million and
$389 million at December 31, 2011-and 2010 respectively.

Mortgage Loan Valuation Allowances.” The Company's valuation allowances are established both on a loan specific basis for those loans
considered impaired where a property specific or market specific risk has been identified that could likely result in a future loss, as well as for pools of
loans with similar risk characteristics where a property specific or market specific risk has not been identified, but for which the Company expects to
incur a loss. Accordingly, a 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 wil"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 carying value of the loan over
either: (j) the present value of expected future cash flows discounted at the loan’s original effective interest rate; (i) the estimated fair value of the Ioan S
underlying collateral if the loan is in the process of foreclosure or otherwise collateral dependent; or (i) the loan’s 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 a 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 severities, real
estate market fundamentals and outlook, as well-as other relevant factors.

The determination of the amount of, and additions or decreases 1o, valuation allowances is based upon the Company's periodic evaluat[on and
assessment of .known and inherent. risks associated with its loan portfolios. Such: evaluations and assessments are based upon several factors,
including the Company's 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 a decrease in the valuation allowance. Such changes in the valuatron allowance are
recorded in net investment gains (losses).

See Note 3 of the Notes to the.Cansolidated Financial Statements for a table that presents the activity in the Company's valuation allowances, by
portfolio segment; for the years ended December 31, 2011, 2010 and 2009; and for tables that present the Company's valuation allowances by type
of credit loss, by portfolio segment, at December 31, 2011 and 2010.

Impairments to estimated fair value included within net investment gains (losses) for impaired mortgage loans were $18 milion 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
milion 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-investrent and
$58 million and $33 milion 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 a nonrecurring fair value measurement. The estimated fair value is categorized as Level 3 due to the
lack of transparenoy and Unobservability in collateral valuation and.independent broker quotahons

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 Company’s
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. Califomja, Japan and Florida at 19%, 14%, and 12%, respectively, at
December 31, 2011. See Note 3 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 property type are categorized as follows:

December 31,
2011 2010
 aeY tetal  dame®  Totw
{in millions) {in millions)
(170! - $5,089 59.4% $4,369 . 54.4%
AN S L st e e e 1,610 18.8 1,774 22.1
Real estate investmentfunds ... ... .. B 562 6.6 5562 6.9
*Industril ..., S P ' 427 5.0 433 5.4
CRetal L. e e AT _ 332 39 389 48
Hotel « o' T B SR . 218 2.5 233 2.9
bLand v P P PP PPRC 126 15 133 1.7
Agricutture ... e e e e fE 14 0.2 17 0.2
Other ... .- I FRRTR S PP P 185 2.1 © 130 1.6
Total real estate andrea}l eétaite jointventures ... e $8.,563 100.0%  $8,030 100.0%
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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.
Impaiments recognized on real estate and real estate joint ventures held-for-investment were $48 milion and $160 milion for the years ended
December 31, 2010 and 2009,. respectively, which included impairments on cost basis real estate joint ventures of $25 milien and-$82. million,
respectively. There were no impaired cost basis real estate joint ventures held as of Deeember 31, 2011. The estimated fair vaiue 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 3 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 milion and $1 million for the years ended December 31,
2011 and 2010, respectively. There were no impairments recognized on real estate heid-for-sale for the year ended December 31, 2008.

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, which
included $1.1 billion and $1.0 billion of hedge funds, at December 31, 2011 and 2010, respectively. Impairments to-estimated fair value for such other
imited partnership interests of $& million, $12 milion and $354 milion 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 milion at December 31, 2011, 2010 and 2009, respectively. These impairments to estimated fair valie represent
non-recurring fair value measurements that have been classified as Level 3 due to the limited activity and limited price transparency inhérent in the
market for such investments. . .

Other Invested Assets
See Note 3 of the Notes to the Consolidated Financial Statements for a table that presents the Companys other mvested assets by type at

December 31, 2011 and 2010 and related rnformahon

Short-term Investments and Cash Equ:valents

The carrying value of short-term investments, which includes securities and other rnvestmems with - remaining maturmes of one year or Iess but
greater than three months, at the time of purchase was $17.3 bilion and $9.4 billion, or 3.3% and.2.0% of total cash and invested assets, at
December 31, 2011 and 2010, respectively. The camrying 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 bilion and $9.6 bilion, or 1.0% and 2.0% of total cash and invested
assets, at Decemtge_r 31, 2011 and 2010, respectively.

Derivative Financial Instruments
Derivatives. The Company is exposed to various risks relating to its ongoing business operatrons including interest rate risk, forelgn currency risk,
credit risk, and equity market risk. The Company uses a variety of strategles to manage these risks, including the use of derivative instruments. See
Note 4 of the Notes to Consolidated Financial Statements for:
« A comprehensive description of the nature of the Company’s denvatrve instruments, lncludrng the strategres for which derivatives are used in
managing various risks.
« Information about the notional amount, estimated fair value, and primary underlying risk exposure of the Company s derivative financial instruments,
excluding embedded derivatives held at December 31, 2011 and 2010.
Hedging. See Note 4 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 hedgmg instruments by type of hedge
designation at December 31, 2011 and 2010.
« The notional amount and estimated fair value of derivatives that are not designated or do not qualify as hedging instruments-by derivative type at
December 31, 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,
2011, 2010, and 2009.
See "Quantitative and Qualitative Disclosures About Market Risk — Management of Market Risk Exposures — Hedging Activities” for more
information about the Company's use of derivatives by major hedge program.
Fair Value Hierarchy. Derivatives measured at estimated fair value on a recurring basis and their correspondrng fair value hrerarchy, are presented
as follows: .
December 31, 2011

Derivative Derivative
Assets Liabilities
: ) {in millions)
Quoted prices in active markets for identical assets and liabilities (Level 1) ........... ... $ 62 1% $ 103 3%
Significant other observable inputs (Level 2) ... ..o R 14,746 90 3,750 93
Significant unobservable inputs (Level 3) . . . . .. e 1392 _ 9 158 4
Total estimated fairvalug . ... $16,200 100% $4.011  100%

The valuation of Level 3 derivatives involves the use of significant unobservable inputs and generally requires a higher degree of . management
judgment or estimation than the valuations of Level 1 and Level 2 derivatives. Although Level 3 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 a material effect on the estimated fair value of Level 3 derivatives and could materially affect net
income.

Derivatives categorized as Level 3 at December 31, 2011 include: interest rate swaps and interest rate forwards with maturities which extend
beyond the observable portion of the vield 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 volatrlrty rnputs or that are pnced via independent broker quotations; and- credit -forwards having unobservable
repurchase rates.
At December 3132011 and 2010, 5% and 2%, respectively, of the net denvatrve estimated farr value was priced via independent broker quotatrons
A roliforward of thefair value measurements for net derivatives measured at estimated farr value on a recumng basis usingsignificant unobservable
(Level-3) |nputs for the year ended December 31, 2011 is as follows: .

Year Ended
December 31, 2011
S ) .. A i . (In'millions)
Balance, beginning of period . ... .. . e Iy R $ 173 )
Total realized/unrealized gains (losses) included.in: ... ..o vy feee PO [T T
CEAMINGS e e R e T T T S 637
... Other comprehensive income (Ioss) ....................... T R T T S e S RN ‘ 344
Purchases, sales, issuances and settiements ... 1. RV SN O 156
Transfer into anc/or out of Level3.... 0. ... U T T o (76)
Balance end of penod B e DT SR TN e e N 3 234

See "— Summary of Critical Accounting Estrmates — Derivative Frnancral Instruments” for further information on the estimates and assumptions that
affect the amounts reported above. .

Credit Risk. .. See Note 4 of the Notes to Consolidated Financial Statements for information about how the Company manages credlt nsk related to
its freestandrng derivatives, rncludlng the use of master netting agreements and collateral amrangements.

The Company’s 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'shests, and:does not:affect the Company'siegal right
of offset. The estimated fair value of the Company’s net:derivative assets and.net derivative liabilities after the- applrcatlon of master netting agreements
and collateral were as follows at December 31 2011: : ; : .

December 31, 2011

Net Derivative  Net Derivative
~ Assets Liabilities
(In mlllions)
. Estimated Fair Value of OTC Derivatives After Applrcatron of l\/laster Netting Agreements 1 ... S g, 905 T Tge19T
. Cash Collateral on OTCDERVALVES .\ vt v ettt vr i b e e e (9,493 ) ®
Estimated Fair Value of OTC Derivatives After Applrcatron of Master Nettlng Agreements and Cash :

Collateral(1) .. v v i e e e e e 3,412 611
Securities Coliateral on OTC Denvatrves(2) .............................................. (2,520) -{416)
'Estrmated Fair Value of OTC Derivatives After Application of Master Netting Agreements and Cash )

and Securities Collateral(1) .. ... ..o - 892 195
Estimated Falr Value of Exchange-Traded DerVatives . . . ...+ cvtvririnee e B . 54 30

Total Estimated Fair Value of Derivatives After Applrcatron of Master Nettlng Agreements and Cash :

and Securities Collateral(1) . . . . . . e e e e e e $ 946 $225

(1) Includes income accruals on derlvatives.
(2} The collateral is held in separate custodial accounts and is not recorded on the Company’s consolidated balance sheets.

Credit Derfvatives. See Note 4 of the Notés to Consolidated Financial Statements for mformatron about the ‘estimated fair valle and maximum
amount at risk related to the Company’s written credit default swaps.

Embedded Derivatives. The embedded derivatives ‘measured at estimated fair value on a recurming basis and their corresponding fair value
hierarchy, are presented as follows:

December 31, 2011
Net Embedded Derivatives Within
' e
(in millions)
Quoted prices in active markets for identical assets and fiabilities (Level 1) .. ........... ... $— % & - —%
Significant other observable inputs (Level 2) . ... e 1 1 9 1
Significant unobservable inputs (Level 3) ... .o o o 862 - _99 4565 99
100%

Total estimated fairvalue .................. el N SRR REEY $363 - 100% - $4,584
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A roliforward of the fair value measurements for net embedded derivatives measured at estimated fair value on a reoumng baSIS using SIgnlflcant
unobservable (Level 3) inputs is as follows

Decermber 31, 2011
: {In millions}
Balance, beginningof period .. ... e IR Sl $(2,438)
Total realized/unrealized gains (osses) included in: ............ T L A L
EAMINGS .+t eeeetee e DU P PR B (1,191)
Other comprenensive INCOME (J0SS) . . v+ vt v v et e e e : (119)
Purchases, sales, issuances and settlements . @ .. o il N (455)
Transfer into and/orout of Level 3. ... .00 RS R S ‘ —
Balance, endof period ... e e $(4,203)

The valuation of guaranteed minimum benefits includes an adjustment for nonperformance risk. Included in‘net derivative gains (losses) for the“year
ended December 31,2011, were gains (losses) of $1.8 billion in connection with this adjustment.

See " — Summary of Critical Accounting Estimates — Derivative Fmanolal lnstruments" for further information on the esUmates and assumphons 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 and Capital Resources —.The
Company — Liquidity and Capital Sources — Credit and Committed Facilities for further descriptions of such arangements.

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 a securities lending program in the normal course of
business for the purpose of enhancing the Company’s total retum on its investment portfolio. The amount of this collateral'was $371 milion at estimated
fair value at December 31, 2011. There was no non-cash collateral for securities lending on deposit from custorhers at December 31, 2010, See "~ :
Investments — Securities Lending” and “Securities Lending” in Note 1 of the Notes to the Consolidated Financial Statements for discussion of the
Company’s securities lending program and the olassiﬁcation 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 insttuments, which can be sold or repledged subject to certain
constraints, and has not been recorded on its consolidated balance sheets. The Company enters into derivative financial instruments to manage various
risks relating to its ongoing business operations. The amount of this collateral was $2.5 ‘bilion and $984 million at December 31, 2011 and 2010,
respectively, which were held in separate custodial accounts and not recorded on the Company’s consolidated balance sheets. See “— Liquidity and
Capital Resources —The Company — Liquidity and Capital Sources — Collateral Financing Arrangements” and “Derivatives” in Note 4 of the Notes to
the Consolidated Financial Statements for information on the eamed income on and the gross notional amount, estimated fair value of assets and
liabilities and primary underlying risk exposure of the Company’s derivative financial instruments.

Lease Commitments :

The Company, as lessee, has entered into various lease and sublease agreements for office space, information technology and other equnpment
The Company's.commitments under such lease agreements are included within the contractual obligations table. See “— Liquidity -and Capital
Resources — The Company — Liquidity and Capital Uses — Contractual Obligations” 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 commrtments in the normal course of busmess for the purpose of enhancing the Company'’s total retum
on its investment portfolio:

» Commitments to Fund Partnership Investments;

» Mortgage Loan Commitments; and i

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

See “Net Investment Income” and "Net Investment Gains (Losses)” in Note 3 of the Notes to the Consolidated Financial Statements for information
on the investrment 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 3 of the Notes: to the Consolidated
Financial Statements for information on our investments in fixed maturity securities, mortgage loans and partnership investments:

Other than the commitments disclosed in Note 16 of the Notes to the Consolidated Financial Statements, there are no other material obligations or
liabilities arising from the commltments to fund partnership investments, mortgage loans, bank credit facumes bridge loans, and pnvate cotporate bond
investments.

See also "— Liquidity and Capltal Resources — The Company — Liquidity and Capital Uses — Contractual Obligations” for further information on
commitments to fund parinership investments, mortgage loans, bank credit facilies, bridge loans and private corporate bond investments. In addition,
see "Primary Risks Managed by Derivative Financial Instruments and Non-Derivative Financial Instruments” in Note 4 of thé 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 a 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, particularly 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 GAAP, if we determine that future expected experience differs from assumptions used in the development of actuarial liabilities.

Insurance fegulators in many of the non-U.S. countries in which MetLife operates require certain MetLife entities to prepare a sufficiency analysis of
the reserves posted in the locally required regulatory financial statements, and to submit that analysis to the regulatory authorltres See “Business —
Intemational Regulation” in the 2011 Form 10-K.

We have experienced, and will likely in the future experience, oatastrophe 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, tomadoes, 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 temorism, but we make broad use of catastrophic and non-catastrophic reinsurarice to manage risk from these
perils. ; ‘ .

Future Policy Benefits

We establish liabilities for amounts payable under insurance policies. See Notes 1 and 8-of the' Notes to the Consohdated Financial Statements for
additional information. ) . . . . R

Insurance Products. Future policy benefits are comprised mainly of Iiabi!ities 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 a portion of the mortality risk on new individual life
insurance policies. The reinsurance programs are routinely evaluated and this may result in increases or decreases to existing coverage. The Company
entered into various. derivative positions, primarily interest rate swaps and swaptions, to mitigate the risk that investment of premiums received and
reinvestment of maturing assets over the life of .the policy will be at rates below those assumed in the original pricing of these contracts.

Retirement Products,  Future policy benefits are comprised mainly of liabilities for life-contingent income annuities, supplemental contracts with and
without life contingencies, liabilities for Guaranteed Minimum. Death Benefits ("GMDBs”) included in certain annuity contracts, and a certain portion of
guaranteed living benefits. See “— Variable Annuity Guarantees.” '

Corporate Benefit Funding.. Liabilities are primarily related to payout annuities, including pensron closeouts and structured settlement annuities.
There is no interest rate crediting flexibility on these liabilities. A sustained low interest rate environment could negatively impact eamings as a result,
however, the Company has employed various assel/liability management strategies, including the use of various derivative positions, primarily interest
rate floors and interest rate swaps, to mitigate the risks associated with such a scenario.

Auto & Home.  Future policy benefits include liabilities for. unpaid claims and claim expenses for property and casuatty insurance and represent the
amount estimated for claims that have been reported but not settled and claims incurred but not reported. Liabilities for unpaid claims are estimated
based upon assumptions such as rates of claim frequencies, levels of severities, inflation, judicial trends, legislative changes or-regulatory decisions.
Assumptions are based upon the Company's 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 eﬁects 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 guaranitees sold in Japan and Asia Pacific. Finally, in
Europe and the Middle East, they also include unearmed 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 vyields 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 MetlLife, Inc. These are run-off
businesses that have been included within Corporate & Other since the acquisition of MICC. :

Policyholder Account Balances

PABs are generally equal to the account value, which includés accrued interest credited, but exclude the impact of any applicable surrender charge
that may be incurred upon surrender. See Notes 1 and 8 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. PABs are credited interest at a
rate set by the Company, which are influenced by current market rates. The majority of the PABs have a guaranteed minimum credited rate between
0.5% and 6.0%. A sustained low interest rate environment could negatively impact eamings as a 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 a scenario.
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Retirement Products. * PABs are held for fixed deferred annuities and the fixed account portion of variable annutties, for certain income annuities,
and for certain portions of guaranteed benefits. PABs are credited interest at a rate set by the Company. Credited rates for deferred annuities are
influenced by cument market rates; and most of these contracts have a minimum guaranteed rate between 1.0% and 4.0%. See "— Variable Annuity
Guarantees.”. : S R '

‘Corporate Benefit Funding. PABs are comprised of flinding agreements. Interest crediting rates vary by type of contract, and can be. fixed. or
variable. Variable interest craditing rates ‘are generally tied to an extemal index, most commonly (1-month or 3-month) UBOR. MetLife is exposed to
interest rate risks, and foreign exchange risk when guaranteeing payment of interest and retum of principal at the contractual maturity date. The
Company may invest in floating rate assets, or enter into floating rate swaps, also tied to extemal 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 séeks to hedge all foreign
currency risk through the use of foreign cumrency hedges, including cross currency swaps. . a

Japan and Other International Regions.  PABs are held largely for fixed income retirement and savings. plans in Japan and Latin America and to a
lesser degree, amounts for unit-inked-type funds in certain countries across all regions that do not mest the GAAP definition of separate accounts. Also
included are certain liabilities for retirement and savings products sold in certain countries in Japan and Asia Pacific that generally are sold with minimum
credited rate.guarantees. Liabilities for guarantees on certain variable annuities in Japan and Asia Pacific are established in accordance with derivatives
and hedging guidance and are also included within PABs, 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. Liabilties for unit-linked-type funds are impacted by changes in the fair value of the associated underlying investments, as the retum on
assets is generally passed directly to the policyholder. See "— Variable Annuity Guarantees.” i i

Variable Annuity Guarantees

The Company issues, directly and through assumed reinsurance, certain variable annuity products with guaranteed minimum benefits that provide
the policyholder a minimum retum based. on their initial deposit (i.e., the benefit base) less withdrawals. See Notes 1 and 8 of the Notes to the
Consolidated Financial Statements for additional information. : i . o ‘

. The net amount at risk ('"NAR") for guarantees can change significantly during periods of sizable and sustained shifts in equity market performance,
increased equity volatiity, or changes in interest rates. The NAR disclosed in Note 8 of the Notes to the Consolidated Financial Statements represents
management's estimate of the current value of the benefits under these guarantees if they were all exercised simultaneously at: December 31, 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- PABs.
Guarantess.accounted 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 5 of the Notes to the Consolidated Financial Statements. L .

The table below contains the carrying value for guarantees included in PABs at:

December 31,
2011 2010
(In millions)

U.S. Business: o
Guaranteed minimum accumulation benefit .. ... . o e $ 52 $ 44
Guaranteed minimum withdrawal benefit ... ... 710 173
Guaranteed Minimum INCOME DENETIL . . . .. ot e 988 61
International: - :
Guaranteed minimum accumulation benefit . ... ... . . 694 454
Guaranteed minimum withdrawal benefit . ... ... . 2,000 1,936
) Total ... S N $4,444 $2,556

Included in net derivative gains (losses) for the years ended-December 31, 2011 and 2010 were gains (losses) of ($1.3) bilion and .($269) milion,
respectively, in embedded derivatives refated 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 nomperformance risk. In connection with this adjustment, gains (losses) of $1.8 billion and ($96) million
are included in the gains {losses) of ($1.3) bilion and ($269) million in net derivative gains (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 performance; equity volatility, interest rates or foreign exchange rates. Additionally, because the-estimated fair value for guarantees
accounted for at estimated fair value includes an adjustment for nonperformance risk, a decrease in the Company’s credit spreads could cause the
value of these liabilities to increase. Conversely, a widening of the Company's credit spreads could cause the value of these liabilities to decrease. The
Company uses derivative instruments and reinsurarice to mitigate the liability exposure, risk of loss and the volatility of net income associated with these
fiabilities. 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. C -
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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,
PSS i ety . L C— o~ T
- . R B {In millions) o
nterestrate  IAterest rate SWADS ... S $22719 $1,869 $598 $13762 $ 401~ $ 193
' IOterest rate fUtUres . . oo e 111260 17 16 582 82 . 10
Interest rate options S S e 11372 567 6 614 15 -
Foreign‘ounency Foreign ourrenoy forwards S _.: ......... e PRI 2,311 41 4 2,320 46 1
- o . Foreign ourrenc_yfutures ...... § e . .............. . e - - - - -
Equity market Equity futures .- 4,916 15 10 6,959 17 9
.  Equity options” : . 16,367 8239 177 32942 1,720 1,196
Variance swaps ...y Ny Cree [ 18,402 390 75 17,636 . 190 118
Total rate of retumswaps ............ AP TR ’ 1,274 8 31 1,547 _ —
TOMl o $88,664 $6,146 $917 . $81.601 . $2.421. $1527

Included in et derivative gains (losses) for the years:ended December 31, 2011 and 2010 were gains (losses) of $3.2 bilion and $113 milion
related to-the charige in estimated fair value of the above ‘dérvatives. Additionally, included in net derivative gains (losses) for the years- ended
December 31, 2011 and 2010 were gains (losses) of $26 million and ($35) million, respectively, related to ceded reinsurance.

“Guarantees, including portions theredf, have liabilities established that are included in future policy benefits. Guarantees accounted for in this manner
include GMDBS, the fife- contrngent portion of certain GMWB; and the portion of GMIB that frequire annuitization. These liabilities are accrued over the life
of the contract i proportion to actual ahd fisture expectsd polidy assessnients based-on the level of guaranteed minimum benefits generated using
multiple scenarios of Separate account retums. The scenarios tise '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 than those previously projected; fiabilities® will increase, resultifig in a current period charge 1o nét income. The opposite result-occurs when the
cufrent-éstimates of future benefits are lower than that previously projected or when cument estimates of future-assessments exceed those: previously
projected.” At each- reporting’ period, " the Company "updates the- actual amount of business remaining -in-force, which lmpacts expected future
assessments and the projection of estimated future bensfits resulting in a curent 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
L [ (In millions)_
U.S. Business: i

Guaranteed minimum death benefit . .. ..........c....... S A e 8 260 $167
Guaranteed minimum iNComMe beNEfit . .. ... .. e 723 507

‘International:

Guaranteed minimum death benefit . . ... ... o 118 - 66
Guaranteed minimum income benefit .................. ..., N P 149 - 118
T U T oo 81250 $856

Included Ar- pohcyholder benefits and claims’ for the year ended December 31, 2011 is a charge of $394 milion and for the year ended
December 31,:2010 is a charge of $302 million; related to the respective change in liabilities for the above guarantees.

The-carying amount of guarantees accounted for-as insurance liabilities: Gan change significantly during periods of sizable and sustalned shifts in
equity market: performance, -increased equity:volatility, or.changes .invinterest. rates. The Company uses reinsurance in combination with derivative
instruments to mitigate the:liability exposure, risk of loss and the volatility of net income associated with these liabilities. Derivative instruments used are
primarily equity futures, treasury futures and interest rate swaps.

Included in policyholder benefits and claims associated with-the hedging of the guarantees in future policy:benefits for the year ended December 31,
2011 .and 2010 were gains (ilosses). of $86 million .and $8 million, respectively, related to reinsurance agresments containing embedded derivatives
carried at estimated fair.value and: gains (losses) of ($87) milion 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 Company’s reinsurance agreements-and most derivative positions
are collateralized and derivatives positions are subject to master netting agreements, both of which, significantly reduces the exposure to counterparty
risk. In addition, the Company is subject to the risk that hedging and other management procedures prove ineffective or that unanticipated policyholder
behavior or mortality, combined with adverse market events, produces economic losses beyond the scope of the risk management techniques
employed. Lastly, because the valuation of the guarantees accounted for as embedded derivatives includes an adjustment for nonperformance risk that
is not hedged, changes in the nonperformance risk may result in significant volatility in net income.

Other Policy-related Balances

Other policy-related balances include policy and contract claims, uneamed revenue liabilities, premiums received in advance, policyholder dividends
due and unpaid, and policyholder dividends left on deposit. See Notes 1 and 8 of the Notes to the Consolidated Financial Statements for additional
information.
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Pohcyholder Dividends Payable
Pohcyholder 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 capltal markets, particular markets, or financial asset classes can have an adverse effect on us, in part
because we have a large investment portfolio and our insurance liabilities are sensitive to changing market factors. The global economy and markets are
still affected by a 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 U.S. Treasury securities than, before the
market disruption began.

Beginning in 2010 and continuing throughout 2011, concems 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
10 the Japanese economy are having, and will continue to have, negative: impacts on the overall global economy, not all of which can be foreseen.
Although the August 2011 downgrade by S&P 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 wamed that it may in the future downgrade the U.S. credit rating unless action is taken to
reduce the national debt of the U.S. It is possible that the August 2011 S&P downgrade and any future downgrades, as well as continued concems
about U.S. fiscal policy and the trajectory of the national debt of the U.S., could have severe repercussions to the U.S, and globai credit and financial
markets, could further exacerbate concems over sovereign debt of other courttries and could disrupt economic activity’ in the U.S. and elsewhere. All of
these factors could affect the Company's ability to meet liquidity needs and obtain capital. See “— Industry Trends” and *— Investments — Current
Environment.” See also “Risk Factors — Concerns Over U.S. Fiscal Poiicy 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.

Liquidity Management

Based upon the strength of its franchise, diversification of its businesses and strong financial fundamentals, we continue to beheve the Company
has ample liquidity to meet business requirements under current market conditions ‘and unlikely -but reasonably possible stress scenarios. The
Company’s short-term liguidity position includes cash and cash equivalents and short-term investments, excluding: {i) cash collateral received under the
Company's securities lending program that has been reinvested in cash and cash equivalents; short-term investments and publicly- -traded 'securities,
and (i) cash collateral received from counterparties in connection with derivative instruments. At December 31, 2011 and 2010, the Company’s short-
term liquidity position was $16.2 billion and $17:6 billion, respectively. We continuously monitor and adjust our liquidity and capital plans for MetlLife, Inc.
and its subsidiaries in Iight 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;, mcludlng the
Capital Management Commiittee and the Enterprise Risk Committee (comprised of memibers of senior managermernt, including MetLife, Inc.'s Chief
Financial Officer, Treasurer and Chief Risk Officer and, in the case of the Enterprise Risk Committee, MetLife, Inc.'s Chief. Investrment Officer), regularly
review actual and projeoted capital levels (under a variety of scenarios including stress scenarios) and MetLife's capital, plan in accordance with its
capital policy.

.Metlife's Board and senior management are directly involved in the development and mamtenance of MetLife’s capltal policy. The-capital pollcy sets
forth, among other things, minimum and target capital levels and the governance of the capital management process. All gapital actions, including
proposed changes to the capital plan, capital targets or capital palicy, 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 authorizes capital actions, -as required.

MetLife's 2012 capital plan, as submitted to the Federal Reserve for approval in January 2012 as part of the Federal Reserve Board's 201 2 CCAR
was created in accordance with MetLife's capital policy. See “Business — U.S. Regulation — Financial Holding Company Reguiation” in the 2011.Form
10-K. In March 2012, the Federal Reserve informed Metlife that it objected to Metlife's proposed capital plan. See "Business” and "— Recent
Developments.”

The Company

Liquidity

Liquidity refers to a company's ability to generate adequate amounts of cash 10 meet its needs. Liquidity needs are determined from a 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 earty 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 altematives 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 Company's 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 retum cash collateral in connection with
its investment portfolio, derivatives transactions or securities lending program, the Company may have difficulty seling investment assets in a 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 a loss for certain securities in an unrealized loss position and may require the impaiment of other
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securities based upon the Company’s ability to hold such securities, which may negatively impact the Company's financial condition. See “Risk Factors
— Some of Our Investments Are Relatively l||IQUId and Are in Asset Classes That Have Been Expenencmg Slgnlfroant Market Valuation Fluctuations” in
the 2011 Form 10-K.

In extreme circumstances, all general account assets within a particular legal entity — other than those which may nave been pledged toa specmc
purpose — are available to fund obligations of the general account of that legal entity.

Capltal

The Company s capital position is managed to maintain its financial strength and credit ratings and i is supported by its ability to generate strong cash
flows at the operating companies, borrow funds ‘at competitive rates and raise additional capital to meet its operating and growth needs.

The Company was able 0 issue new debt and remarket outstanding debt during the difficult rnarket condttions 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 reoently, as a result of
feductions in interest rates and credit spreads, the Company’s 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 Aoqwsmon and the March 2011 offering ‘provided financing for the
repurchase from AM Holdings of MetLife, Inc.’s' Convertible Preferred Stock- that was issued in connection with the Acqwsttron See "— The
Company — Liquidity and Capital Sources — Convertible Preferred Stock” and *— Common Stock.” "

Rating Agencies. Rating agencies assign insurer financial strength ratings to MetLie, 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 Company's insurer f“nancral strength and credit ratlngs Each agency has its own capital
adeqguacy evaluation methodology, and assessments are generally based on a combination of factors. Ih addition to helghfenlng the level of scrutiny that
they apply to insurance companiies; ratrng agencies have increased and may continue to increase the frequency and scope of their credit reviews, may
request additional information from the companles that they rate and may ad ust upward the capital and otner requlrements employed in the ratlng
agency models for maintenance of certain ratings levels.

A 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 coltateral 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 requirerents by the NAIC and the state insurance departments to identify
companies that-merit regulatory action. RBC is-based on a formula calculated by applying factors to.various asset, premium and statutory reserve items.
The-formula takes into ‘account the rigk characteristics of the. insurer, including asset risk, insurance risk, interest rate risk and.business risk and is
caleulated on an-annual basis. The formula is used as an early.-waming regulatory tool to identify possible inadequately capitalized insurers for purposes
of initiating regulatory action, and not as a means to rank insurers generally. These rules apply to each of MetLife, 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 statements filect Wlth insurance
regulators, the total adjusted capltal of each of these subsidiaries was in excess of each of those RBC levels.

American’Life does not conduct insurance business in Delawdre: or- any ‘other domestic state and, a8 such, is exempt from RBC requrrements by
Delaware law.” In adidition t& Délaware; American Life operations are regulated by applloable authontles of the oountnes in whrch the company operates
and are subject to caprtal and solvency réduirements in those cotintriés.

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 provndes an additional margln for risk protection and investment in our businesses. We proactively take “actions to
mairitain- capital consistent with these ratings objectives, which may include ‘adjustingdividend amounts and deploying financial resotrces from: intermial
or extémal séurces 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 reégulated by insurance laws-and regulations. See “Business —
U.S. Regulation < Insurance Regulation” and “Business — ltemational Regulation” in the 2011 Form 10-K. Seeralso — MetLlfe Inc. — Uqurdrty and
Capital Souroes = DMdends from SubS|d|arres and Note 18 ot the Notes to the Consolldated Financial Staterments.”
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Summary of Primary Sources and Uses of L/qwd/ty and Capital. ~The Company's primary sources and uses of liquidity and capital are summarized
as follows: : . . :

Years Ended December 31,
2011 2010 2009
{in millions)
Sources:
Net cash provided by operating activities PP $10200 $ 79096 $ 3,803
Net cash provided by changes in pohcyholder accouUNt DAIANCES .o\t . 4,321 4,557 —
- Net cash provided by ehanges in payables for collateral under securities loaned and other . .
HANSACHONS . o v vttt I 6,444 3,076 =
Net cash provided by changes in bank deposits . . . .. e e e e e 96 — 3,164
Net cash provided by short-term-debtissuances . ... ... e 380 - —
Long-temdebtissued ... F T 1,346 5,000 2,961
Collateral financing arrangements SSUEd ... e - — 106
Cash received in connection with collateral flnancmg arangements v .. ~..100 - 775
Junior subordinated debt securitiesissued . ..o v o PRI — - 500
Common stock issued, net of ISSUaNCe COSES ... v v 2,950 3,529 =
SHOOK OPHONS EXEICISEA 1+ v+ v et e e ettt . 88 52 -8
Common stock issued to settle stock forward contracts ... ..ot e ,‘— — 1,085
Cash provided by other, net . ... . .. D e e T o125 —_— =
Cash prowded by the effect of change in foreign currency exchange rates e : —= - 108
TOMB SOUMCES .+ 1+ v evet et e e tet e e 26,140 24,300 12,459
Uses: . ‘ . . . ‘ .
Net Gash used ininvesting activities . ... ..o .o i e 22,235 18,314 13,935
Net cash used for changes in policyholder account balances . ...... e ) — = 2,282
Net cash used for changes in payables for collateral under securities loaned and other ) ‘
fransactions .. ... T IR T R - - 6,863
Net cash used for changes in bank deposns B — 32 —
Net cash used for short-term debt repayments e L — 606 1,747
Long-termdebtrepaid ... ..o . 2,042 1,061 555-
Collateral financing amangements repaid .. .. 0. i e Lo 502 i — C—
Cash paid in connection with collateral finaneing amangements ... ... e 63 - 400
DEt ISSUANCE COSIS « o v vttt et et e et et e e e s e 1 14 30
Redemption of convertible preferred stock ... ..o i 2,805 — ’ —
Preferred stock redemption Pramium ..o oo i e 146 .- -
- Dividends on preferred stock . ........... B R S TP Lo 122 122 922
Dividends on COMMON SIOCK .+ 1o P 787 784 610
Cash Used IN Other, NEE ... 1ottt IR - © 304 42
Cash used in the effect of change in forelgn curency exchange [OS. s 22 129 -
Totaluses . .. .. L DU, e 28,725 21,366 26,586
Net increase (decrease) in cash and cash edgivalents ..... R R $(2585 % 2,934 $(14,127)

_ Liquidity and Capital Sources

Cash Flows from Qperations. The Compahys principal cash inflows from its insurance activites come from |nsurance premiums, annuity
considerations and .deposit funds. A primary liquidity concem with respect to these cash inflows is the risk of early contractholder and policyholder
withdrawal. See “— The Company — Liquidity and Capital Uses — Contractual Obligations.”

Cash Flows from Investments.  The Company's pnnc:pal 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 incorme. The primiary 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.  An integral part of the Companys liquidity managemeht is the amount of liquid assets it holds. l_aqwd assets include cash and cash
equivalents, short-term investments and publicly-traded securities, excluding: () cash collateral received under the Company's securities lending
program that has been reinvested i in cash and cash equivalents, short-term investments and publicly- -fraded securities; (i) cash collateral received from

counterparties in connection with derivative instruments; (i) cash and cash equwalents short-term investments and securities on deposit with regulatory
agencies; and () 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, thé Company had $258.9 bilion and $245.7 bilion, 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 2 of the Notes to the Consolidated Financial Statements for information regarding certain of these dispositions.

Global Funding Sources. = Liquidity is provided by a variety of short-term instruments, including funding agreements, credit facilities and commercial
paper. Capital4s provided by & variety of instruments, including short-term and long-term debt, preferred securities, junior subordinated debt securities
and equity and &quity-linked securities. Thé diversity of the Company’s funding sources enhances funding flexibility, limits dependence on any one
market or source of funds and generally lowers the cost of funds. The Company's global funding sources include:

MetLife, Inc. and MetLife Funding, Inc. (“MetLife Funding”) each have commercial paper programs supported by $4.0 bilion in general oorporate
credit facilities (see “ — The Company — Liquidity and Capital Sources — Credit and Committed Facilities”). MetLife Funding, a subsidiary of
Metropoiitan Life Insurance Company (‘MLIC"), serves as a centralized: finanice ‘unit for the Company. MetlLife Funding raises cash from its
commercial paper program and uses the proceeds to extend loans, through Mettife Credit Corp., another subsidiary of MLIC, to MetLife, Inc.,
MLIC and other affiiates in order to enhance the financial flexibility and liquidity of these companies. Qutstanding balaices for the commercial
paper program fluctuate in line with changes to affiliates’ financing arrangements. Pursuant to a support agreement, MLIC has agreed to cause
MetLife Funding to have a tangible net worth of at least one dollar. At both December 31, 2011 and 2010, Metlife Funding had-a tangible net
worth of $12 milion. At December 31, 2011 and 2010, MetlLife Funding had total outstanding liabilities for its commercial paper program,
including accrued interest payable, of $101 milion and $102 million, respectively. ‘

MetLife Bank is a 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 a bank holding
company, see “— MetlLife, Inc. — Capital.”

Metlife Bank has a cash need to fund residential mortgage loans that it originates and holds generally for a relatively shor‘r pericd before sefling 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 a month. To meet the variable funding requiremenits 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 FHEB of NY whereby MetLife Bank has received cash
advances and under which the FHLB of NY has been granted a blanket lien on certain of MetLife Bank's residential morigage loans, mortgage
loans held-for-sate, commercial mortgage loans and mortgage-backed securities to collateralize MetLife Bank's repayment obligations. Upon any
event of default by MetLife Bank, the FHLB of NY's recovery is limited to the amount of MetLife Bank’s liability under the advances agreements.
MetLife Bank hasi received advances from the FHLB of NY on both short-term and long-term bases, with a total liability of $4.8 bilion and
$3.8 bilion at December 31, 2011 and 2010, respectively. As a result of the recently announced exit from MetLife Bank's forward mortgage
origination business, MetLife Bank's cash need to fund residential mortgage loans will be reduced. Metlife Bark also intends to discontinue
entering into advances agreements with the FHLB of NY and intends to effect a transfer of any outstanding advances to MLC in 2012,
Additionally, in connection with the MetLife Bank Events and the transfer of the FHLB of NY advances, there may be timing differences in MetLife
Bank's cash flows giving rise to. short-term liquidity needs. Should these needs arise, the Company will provide MetlLife Bank with temporary
liquidity support through a possible combination of intemally and externally sourced funds. See * — MetLife, Inc. — Capital.”

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 bilion, $34.1
bilion and $28.6 billion, respectively, and repaid $41.6 bilion, $30.9 bilion and $32.0 bilion, respectively, of such funding agreements. At
December 31, 2011 and 2010, funding agreements outstanding, which are included in PABs, were $25.5 bl||l0|’] and $27.2 billion, respectnvely
See Note 8 of the Notes to the Consolidated Financial Statements.

The Company also had obligations under funding agreements with the FHLB of NY of $11.7 bilion and $12.6 billion at-December 3%, 2011 and
2010, respectively, for MLIC, which are included in PABs. During the years ended December 31, 2011, 2010 and.2009, the Company issued
$7.4 bilion, $10.8 bilion and $16.7 billion, respectively, and repaid $8.3 billion, $11.8 billion and $18.1 billion, respectively, of such funding
agreements. See Note 8 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 Ivletl_n‘e Bank will transfer an agreed upon
amount of cash as part of such transfer and the liability will- be included in PABs 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 milion at December 31, 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 milion, $0 and $0, respectively, and repaid $75 milion, $225 miilion and $200 million, respectively,
of such funding agreements. See Note 8 of the Notes to the Consolidated Financial Statements.

The Company had obligations under funding agresments with the FHLB of Des Moines of $220 milion for MetLife" Investors lnsurance Company

" ("MUICY) and $475 million for General American Life Insurance Company ('GALIC?) at December 31, 2011, which are an[uded in PABs. There

" were no funding agreements with the FHLB of Dés 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 MUIC. During the 'year ended December 31, 2011, the Company
issued $700 miliidn and repaid $225 milhon of such funding agreements for GALIC, See Note 8 of the Notes to the Consolidated Financial

" Statements.

MLIC and MICC have each issued funding agreéments 1o 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 a 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's liability for funding agreements issued was $2.8 bilion &t both December 31, 2011 and 2010, respectively, which is included in
PABs. During the years ended December 31, 2011, 2010 and 2009, the Cormpany issued $1.5 billion, $250 million and $0, respectively, and
repaid $1.5 bilion, $0 and $0, respectlvely, of such funding agreements See Note 8 of the Notes to the Consolidated Financial Staternents.
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Qutstanding Debt.  The following table: summarizes the outstanding debt of the Company at:

December 31,
2011 2010
: . (In millions)
ShOR-tEmN Bt .. o e $ 686 $ 306
Long-term debt(1) ... . .. ... U ST T $20,624  $20,766 .
Collateral financing arrangements ... ..o v i e e e SRRTERRS $ 4,647 $ 5,297

Junior subordinated debt securities. ... . . e e $ 3192 - $ 3,191

(1) Excludes $3.1 billion-and $6.8 bilion at December 31, 2011 and 2010, respectively, of long-term debt relating to CSEs. See Note 3 of the Notes to

the Consolidated. Financial Statements. : .

Debt Issuances and Other Borrowings.. During the years ended December-31, 2011, 2010 and 2009, MétLife Bank received advances related to
long-term’ borrowings totaling $1.3 billion, $2.1 bilion and $1.3 billion, respectively, from the FHLB of NY. During the years ended December 31, 2011,
2010 and 2009, MetlLife Bank received advances related to Short term borrowings totaling $1O 1 billion, $12 5 billion and $26 3 bllhon respectively,
from the FHLB of NY.

In connection with the financing of the Acqunsuhon (see Note 2 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 C Debt Securities,” the “Series D Debt Securities” and the “Series E
Debt Securities,” and, together, the “Debt Securities”), which constitute a part of the MetLife, Inc. common equity units (the “Equity Units") more fully
described in Note 14 of the Notes to the Consolidated Financial Statements. The Debt Securities are subject to remarketing, initially: bear interest at
1.56%, 1.92% and 2.46%, respectively (an average rate of 1.98%), and carry initial maturity dates of June 15, 2023, June 15, 2024 and June 15,
2045, respectively. The interest rates will be reset in connection with the successful remarketings of the Debt Securities. Prior to the first scheduled
attempted femarketing of the Series C Debt Secturities, 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 the Series E Debt Securities, such Debt Secunnes 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 seniornotes due February 6, 2014, which bear interest at a fixed rate of 2:375%, payable semi-annually;

« $1.0 billion senior notes due February 8, 2021, which bear interest at a fixed rate of 4.75%, payable semi-annually;
« $750 million senior notes due February 6; 2041, which bear interest at a fixed rate of 5.875%, payable semi-annually; and

s $250 million floating rate seniof notes due August 6, 2013, which bear interest at a rate equal to three-month LIBOR, reset quarterly, plus 1 .25%,
payable quarterly.

In connection with these offerings, Metlife, Inc. incured $15 milion 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 a final maturity of August 2068. Interest is payable semi-
annually at a fixed rate of 10.75% up to, but not including, August 1, 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 a margin equal to 7.548%,
payable quarterly in arrears. In connection with the offering, MetLife, 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 Consohdated Financial Statements for
a description of the terms of the junior subordinated debt securities.

In May 2009, MetLife, Inc. issued $1.3 bilion of senior notes due June 1, 2016. The senior notes bear interest at a fixed rate of 6.756%, payable
semi-annually. In connection with the offering, MetLife; Inc. incured $6 million of issuance costs which have been capitalized and moluded in other
assets. These costs are being amortized over the term of the senior notes.

In March 2009, Metlife, Inc. issued $397 milion of floating rate senior notes due June 2012 under the FDIC's Temporary quwdﬂy Guarantee
Program. The senior notes bear interest at a rate-equal to three-month LIBOR, reset quarterly, plus 0.32%. The senior notes are not redeemiable prior to
their maturity. In connection with the offering; MetLife, Inc. incurred $15 million of issuance costs which have been capltahzed and included in other
assets. Theése costs are being amortized over the term of the senior notes.

In February 2009, MetLife, Inc. remarketed its existing $1.0 bilion 4.91% Series B junior subordinated debt securities as 7.717% senior -debt
securities, Series B, due 2019. Interest on these senior debt securities is payable semi-annually. Seé * — The Company — Liguidity and Capital
Sources — Remarketing of unior Subordinated Debt Securities and Settlement of Stock Purchase Contracts.”

Collateral Financing Arranigements. - 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 Charleston's ("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 MRC. Under the agreement, MetLife, Inc. is entitled to the interest paid by MRC on the

- surplus notes of three-month “LIBOR plus 0.55% in exchange for the payment of three-month LIBOR plus 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 unaffiiated financial institution related to
any decline in the estimated fair vaiue of the surplus notes. Any such payments would be accounted for as a receivable and'included in other
assets on the Company's 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 unaffilated 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 unaffiiated 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 a
payment to the unaffiliated finanicial institution in connection with any early termination of this agreement.
In December 2011, following regulatory approval, MRC repurchased and canceled $650 milion 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 unaffiiated financial: institution, totaled $650 milion, 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 biflion, respectively. :
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At December 31, 2011 and 2010, the amount of the receivable from the unaffiiated financial institution was:$241 million. and $425 million,
respectively. In June 2011, MetLife, Inc. received $100 million from the unaffiiated financial institution related to an increase in the estimated fair
valug;of the surplus notes. No payments were made or received by Metlife, Inc. during 2010. During 2009, on a net basis, MetLife, Inc.
recetvad $375 mition 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 milion and $49 million,
respectively, to the unaffiiated financial institution. ‘

« MetLife, Inc., in Gonnection with the collateral financing arrangement associated with MetLife Reinsurance Company of South Carolina’s ("MRSC”)

reinsurance of universal life secondary guarantees, entered into an agreement in 2007 with an unaffiiated financial institution’ under which MetLife,
Inc: is entitled 1o the retum on the investment portfolio held by trusts established in connection with this collateral financing arrangement in
exchange for the payment of a stated rate of retumn to the unaffiliated financial institution of three-month LIBOR plus 0.70%, payable quarterly.-The

- collateral financing -agreement may be extended by agreement of MetLife, Inc..and the unaffiliated financial institution on each anniversary of the

closing. MetlLife, 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 arangement. During 2011 and: 2010, no payments were made or received by Metlife, Inc. During 2009, MetLife, Inc.

.+ contributed $360 million, as.a-result of declines in the estimated fair value of the assets in the trusts. Cumulatively, since May 2007, MetLife, Inc.

has contributed a total of $680 mrllron as a result of declines in the estimated fair value of the assets in the trusts, all of which was deposited into
» - thetrusts: .
* In addition, MetLife, Inc. may be required to pledge collateral to.the unaffrlrated ﬂnanoral institution under this agreement. At December 31, 2011
- -and.2010, MetLife, Inc. had pledged $92 milion 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 B portion of its junior. subordinated debt securities originally issued in 2005. The Series: B-junior subordinated debt securities
were modified as.permitted by their terms to. be 7.717% senior debt, securities, Series B, due February 15, 2019: MetLife, Inc. did-not receive any
proceeds-from the-remarketing. The subsequent settliement; of the stock purchase contracts occurred on February 17, 2009, providing proceeds to
MetLife, Inc.- of $1.0 bilion in exchange for shares of Metlife, Inc.’s common stock. MetLife, Inc. delivered 24,343,154 shares of its newly issued
common stock to settle the stock purchase contracts.

Credit and Committed Facilities. The Company maintains unsecured credit facrlmes and committed facrlmes which aggregated $4.0 bilion and
$12.4 bilion, respectively, at December 31, 2011. 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 ne drawdowns agarnst these facilities.
Remaining unused commitments were $916 million at December 31, 2011.

The committed facilities are used for collateral for certain of the Company’s 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 commitments were $4.2
billion at December.31, 2011.

See Note 11 of the Notes to.the Consolldated Frnancral Statements for further discussion of these facilities.

- We have no reason to believe that our lending counterparties will be unable to fuffill their respective contractual obligations under. these facilities. As
commitments associated with letters of credit and-financing arangements may expire unused, these amounts do not necessarily reflect the Company’s
actuat future ¢ash funding requirements:

Covenants. Certain of the Company’s debt mstruments credit facrlmes and committed facrlmes contain various administrative, reporting, |ega| and
financial covenants. The Company believes it was in compliance with-all such covenants at December 31, 2011:

Preferred. Stock... See:* — .The Cempany — - Liquidity. and Capital. Uses — Dividends” for information on Metlife, Inc.'s Floating Rate
Non-Cumulative Preferred Stock, Series A, and 6.50% Non-Cumulative Preferred Stock, Series:B (collectively, the “Preferred Stock”).

-.. Convertible: Preferred Stock. in November 2010, Metlife, Inc. issued to AM ‘Holdings in connection with the financing of the Acquisition
6,857,000: shares-of-Series B contingent convertible junior-participating non-cumulative perpetual preferred stock (the “Convertible Preferred Stock’)
convertible into-approximately 68,570,000 shares (valued at $40.90 per share at the time of the Acquisition) of MetLife, Inc.’s common stock (subject to
anti-dilution adjustments) upon a favorable vote of MetLife, Inc.’s common stockholders. On March 8, 2011, MetLife, Inc. repurchased and canceled all
of the Convertible Preferred Stock. See “— Common Stock” below.:

.= Common Stock.:  In November-2010, Metlife, Inc. issued to AM Holdings in connection with the financing. of the Acqursmon 78,239, 712 new
shares of its common stock at $40.90 per share.- On.March 8, 2011, AMHoldings sold the 78,239,712 shares of common stock in a public offering
concurrent with a public offering by:MetLife, Inc. of 68,670,000 new shares of its common stock at a price of $43.25 per share for gross proceeds of
$3.0 billion. In connection with the offering of common stock, Metl.ife, Inc..incurred $16 million:of issuance costs: which. have been recorded as a
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 86,250,000 new. shares of its common stock at a price of
$42.00 per. share for gross proceeds. of $3.6 bilion. In-connection with the offering of common stock, MetLife, Inc. incured $94 milion- of issuance
costs which have been recorded as a reduction of additional paid-in-capital.

in-connection with the remarketing of the junior subordinated: debt securities, in February 2009; MetLife, Inc. delivered 24,343,154 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 ended.December, 31, 2011 and. 2010, 3,549,211 and 2,182,174 new shares of common stock were rssued 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,
332,121 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. -

Equity Units. - On the Acquiisition-Date,-MetLife, Inc. issued to AM Holdrngs in oonnectron with the frnancrng of the Aoqursrtron $3.0 billion aggregate
stated:amount of Equity Units, On March 8, 2011, concurrently with the public offering of common stock by MetLife, Inc., AM Holdings sold all the
Equity Units in a public offering. The terms and conditions of the Equity-Units were unaffected by the resulting transfers of ownership. The Equity Units,
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which are mandatorily convértible securities, will initially consist of () purchase contracts obligating the holder to purchase a variable numper of shares of
MetLife, Inc.’s common stock on each of three specified future settlerment dates (expected to be approximately two, three and four years after closing of
the Acauisition) for a fixed amount per purchase contract (an aggregate of $1.0 billion on each settlement date) and (i) an interest in each of three series
of Debt Securities of MetLife, Inc. The valueof the purchase contracts at issuance of $247 million was calculated as the present value of the future
contract payments-and was recorded in other-fiabilities. At future dates, the Series C, D and E Debt Securities will be subject to remarketing and sold to
investors. Holders of the Equity. Units who elect to include their Debt Securities in a remarketing can use the proceeds thereof to meet their obligations
under the purchiase contracts. .
See Note 14 of the Notes o the Consolidated Financial Statements for further discussion of the Equity Units.

Liquidity and Capital Uses o

Acquisttions. * Cash outflows for acquisitions during the years ended December 31, 2011 and 2010 were $233 milion and $7.2 billion,
respectively. During the year ended December 31, 2009, there were no cash outflows for acquisitions. See Note 2 of the Notes to the Consolidated
Financial Statements for information regarding certain of these acquisitions.

Debt Repayments:  In December 2011, Metlife, Inc. repaid its $750 milion 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, MetLife Bank
made repayments of $21.2 bilion 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 wilt be dependent upon
several factors, including our liquidity requirerents, 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 Company’s discretion. In
December 2011, following regulatory approval, the Company repurchased $650 milion in aggregate principal amount of the surplus notes included in
collateral financing arrangements.”

Insurance Liabilities. The Company’s principal cash outflows primariy 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 1oans:- For annuity. or deposit type products, surrender or lapse product behavior differs somewhat by segment. In the
Retirernent Products segment, which'includes individual annuities, lapses and surrenders tend to-occur in the normal course of business. During the
vears ended December 31, 2011 and 2010, general .account surrenders and withdrawals from annuity products were $4.1 billion and $3.8 bilion,
respectively. In Corporate Benefit Funding, which includes pension closeouts, bank-owned fife 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 fairly -predictable surrenders or withdrawals. ‘With regard to Corporate Benefit Funding
liabiliies that provide customers with limited liquidity rights, at December 31, 2011 there were $2.4 bilion of funding agreements and other capital
market products that could be put back to the Company after a period of notice. Of these liabilities, $535 million were subject to a notice period of
90 days: The remainder was subject to a 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 a notice period of 90 days. See * — The Company - Liquidity and
Capital Uses — Contractual Obligations.” . . .

Dividends. The table below presents declaration, record and-payment dates, as well as per share. and aggregate dividend amounts, for the
common stock: e : -

Dividend
Declaration Date : Record Date : Payment Date Per Share Aggregate -
' : ’ b ) {in millions, except per -
- : - share data)
October 25,2011, . ... ... P - Y November 9, 2011 December 14, 2011 $0.74 $787
QOctober 26, 2010 . .=+ .. T Novernber 9, 2010°  December 14, 2010 0.74 784(1)
OGtOBEr 29,2000 . .. o1\ e November 9, 2009 December 14, 2009 0.74 610

Mm Includes dividends on convertible preferred stock issued in November 2010. See * — The Company — Liquidity and Capital Sources —Cohv_eriible
Preferred Stock.” ) ' )

Common stock dividend decisions are. determined by Metlife, Inc.’s Board of Directors after taking into consideration -factors such as the
Company’s current eamings, expected medium-term and long-term” eamings, financial condition,  regulatory capital position, and api)licable
govemmental 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 — U.S. Regulation — Financial Holding.Company Regulation"” in the 2011 Form 10-K 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 December 31, 2011, 2010 and 2009:

Dividend
Declaration Date . K v Record Date Payment Dafe . Pse:ﬁsel?aﬁe . Agegr::;eﬁe . F?s;rg,:ai Asgz';i:;a?p
N (In millions, except per share data)

Novernber 15,2011 ..o it November 30, 2011 December 15, 2011 $0.2527777 $ 7. . $0.4062500 $24
August 15,2011 ... ... August 31,2011 ‘September 15, 2011 $0.2555555 $6 $0.4062500 $24
May 16,2011 ... oo May 31, 2011 June 15, 2011 $0.2555555 oA $0.4062500 24
March 7, 2017 . i i i February 28, 2011 March 15, 2011 - $0.2500000 _6 $0.4062500 24

826 896
November 15,2010 . ..... .o ini, November 30, 2010 December 15, 2010 $0.2527777 $7 $0.4062500 $24
August 16,2010 . ..ot August 31, 2010 September 15, 2010 $0.2555555 6 $0.4062500 24
May 17,2010 .. ... .. P Cee oo May 31,2010 June 15, 2010 $0.2556565 7 $0.4062500 24
March 5,2010 ............c.o.o.. L s . February 28, 2010 March 15, 2010 $0.2500000 _ 6 $0.4082500 _24

26 o6
November 16,2009 ................ e November 30, 2009 Deoember 15 2009  $0.2527777 . $ 7 $0.4062500 $24
AUGUSt 17,2000 . . ..o oo August 31, 2009 September 15,2009  $0.2555555 . 6 $0.4062500 24
May 15,2009 ..o oot May 31,2009 June 15, 2009 o $0.2555555 7 $0.4062500 24
March5,2009 ................n..... ... February 28,2009 = March 16, 2009 $0.2500000 _6  30.4062500 24

$26 $96

Share Repurchases At December 31, 2011, MetlLife, Inc. had $1.3 billion remaining under its common stock repurchase program authorizations.
See “Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities” in the 2011 Form 10-K for further
information relating to such authorizations. During the years ended Decemier 31,2011, 2010 and 2009, the Company:did not repurchase any shares.

Under these authorizations, MetLife, Inc. may purchase its common stock from the MetLife Policytiolder Trust, in the open market (including pursuant
to the terms of a pre-set trading plan meeting the requirements of ‘Rule 1005-1 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 Company's 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 management's assessment of the stock’s- 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 bilion and $3.3 bilion, 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
a relatively short period before seling to one of the govemment-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 Bank's 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 comesponding
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 securities lending activities, investments in real estate, fimited
partnerships and joint veniures, as well as”litigation-related liabilties.” Also, the Company pledges collateral to, ‘and has collateral pledged to it by,
counterparties under the Company's current derivative transactions. At December 31, 2011 and 2010, the Company was obligated to retum cash
collateral under its control of $3.5 billion and $2.6.billion, respectively. See "— Investments — Derivative Financial Instruments — Credit Risk.” With
respect to. derivative transactions with credit ratings downgrade triggers, a.two-notch downgrade would have increased the Company's 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 entitied to have additional collateral pledged to it, in connection with coliateral
financing arrangements related to the reinsurance of closed block liabilities and universal life secondary guarantee ligbilities. See “— The Company —
Liquidity and Capital Sources — Collateral Financing Arrangements.” )

Securtties Lending.  The Company participates in a 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 frms and commercial barks. The Company obtains collateral,
usually cash, from the borrower, which must be retumed to the borrower when the loaned securities are retumed to the Company. Under the
Companys securities lending program, the Company was liable for cash collateral under its control of $24.2 bilion and $24.6 bilion at December 31,
2011 and 2010, respectively. Of these amounts, $2.7 bilion and $2.8 bilion at December 31, 2011 and 2010, respectively, were on open, meanrng
that the related loaned security could be retumed to the Company on the next business day upon retum 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 bilion, 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.
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Contractual Obligations. - The Tollowing table summarizes the Company’s major contractual obligations at December 31, 2011:

One Year 0’:‘:::3‘3 It1o fi\m'%';fg to More than
Total{1) or Less(1) Three Years(1) Five Years(1) Five Years(1)
(in millions)
Future policy benefits . ... ..o - $317,340 3 6,348 $10,561 $13,444 $286,987
Policyholder accountbalances .. ....... ..o 295,341 33,909 48,569 32,605 180,258
Other policyholder ligbilities .o v 12,188 7,997 390 150 = 3,651
Payables for collateral Under securities loaned and ' ’
othertransactions . ......vvvvi i oo Ve 33,716 33,716 — ' -— : -
Bank deposits' ................................ 10,575 9,309 1,218 48 : —
Short-termdebt .. ...... ... e 686 686 — - —
Long-termdebt ... ... e 30,064 2,390 4,804 6,126 16,734
Collateral financing arangements . ....... e 6,108 67 135 133 5,771
Junior subordinated debt securities ... ... 9,833 268 517 516 - 8,642 -
Commitments to lend funds .. & ... i 15,085 13,736 101 93 1,135
Operating leases .......... S 2,062 337 4381 317 917
OBr i e DUUUUUUT L 25,324 24,850 31 —— 443
Total ......... ... PP © $758,380 $133,603 $66,807 $53,432  $504,538

(1) The contractual obligations have not been adjusted for businesses expected to be divested in 2012, which are categorized according to the future
timing of such obligations irrespective of the corresponding divestitures. See “— Metlife, Inc. — Capital’ and Note 2 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 a specific event, such as death, as well as those where the
timing.of a portion of the payments has been determined by the contract. Also included are contracts where the Company is not currently making
payments and will not make payments untit the occurrence of an insurable event, such as death or illness, or where the occurrence of the payment
triggering event, such as a surrender of a 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 pattems.

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 $1.5 billion
have been included using an estimate of the ultimate amount to be settled under the poiicies based upon historical payment pattems. The. ultimate
amount to be paid under property and casualty contracts is not determined until the Company reaches a settlement with the claimant, which may vary
significantly from the liability or contractual obligation presented above, especially as it relates to incurred but not reported liabilities. All estimated cash
payments presented in the table above are undiscounted as to interest, net of estimated future premiums on policies cumently.in-force and gross of any
reinsurance recoverable. The more than five years category includes estimated payments due for periods extending for more than 100 years from the
present date. ]

The sum of the estimated cash flows shown for all years in the table of $317.3 bilion exceeds the liability amount of $184.3 billion included on the
consolidated balance sheet principally due to the time value of money, which accounts for at least 80% of the difference, as well as differences in
assumptions, most significantly mortality, between the date the liabilities were initially established and the current date. .

For the majority of the Company’s insurance operations, estimated contractual obiligations for future policy benefits and policyholder account balance
liabiliies 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.) . L . v ' '

Actual cash payments 1o policyholders may differ significantly from the liabilities as presented in the consolidated balance sheet and the estimated
cash payments as presented in the table above due to differences between actual experience and the assumptions used in the establishment of these
liabilities and the estimation of these cash payments. '

Policyholder account balances — PABs include liabilities related to conventional guaranteed interest contracts, guaranteed interest contracts
associated with formal offering programs, funding agreemenis, individual and group annuities, total control accounts, individual and group universal life,
variable universal life and company-owned life insurance.

Included within. PABs are contracts where the amount and timing of the payment is essentially fixed and determinable. These amounts relate to
policies where the Company, is currently making payments and will continue to do so, as well.as those where the timing of the payments has been
determined by the contract. Other contracts involve payment obligations where the timing of future payments is uncertain and where the Company is not
currently making payments and will not make payments until the occurrence of an insurable event, such as death, or where the occurrence of the
payment triggering event, such as a surrender of or partial withdrawal on a policy or deposit contract, is outside the control of the Company. The
Company has estimated the timing of the cash flows related to these contracts based on historical experience, as well as its expectation of future
payment pattems.
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Excess interest reserves representing purchase accounting adjustments of $381 million, as well as.$4.3 bilion relating to embedded-derivatives,
have been excluded from amounts presented in the table above as they represent accounting conventions and not contractual obligations.

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

The sum of the estimated cash flows shown for all years in the table of $295.3 bilion exceeds the. liability amount of $217.7 billion included on the
consolidated balance shest 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 cument 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 liabiiities are comprised of other policy-related balances, policyholder dividends payable and the
policyholder dividend obligation. Amounts included in the table above related to these balances are as follows:

a. Other policy-related balances includes liabilities for incurred but not reported claims and claims payable on group term life, long-term disability,
LTC and dental; policyholder dividends feft on deposit and policyholder dividends due and unpaid related primarily to traditional life and group life
and health; and premiums received in advance. Liabilities related to uneamed revenue and negative VOBA of $2.3 bilion 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.

b. Policyholder dividends payable consists of liabiities 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 pollcynolder 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 oblrgatron is based upon a long-term projection of the performance of the closed block, we have reflected the obligation at the amount
of the liability, it 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 uncértainty of the ultimate cash payment.

Payables for colléteral under securtties loaned and other transactions — The Company has accepted cash cdllateral in connection with securities
lending and derivative transactions. As the’ seoun‘ties lending transactions expire within the next year or the timing of the retum of the collateral is
uncertarn the retum 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 a liability i the consolidated balance sheet, of $2.9 bilior at December 31,2011,

Bank deposits — Bank deposits of $10.6 billion exceed the amount on the balance shest of $10.5 bilion due to the ‘inclusion of estimated interest

payments. Liquid deposits, including demand deposit accounts, money market accounts and’ savings accounts, are assumed to mature at carrying
value within one year, Certificates of deposit are assumed to pay all interest and principal at maturity.
" Short-term debit, long-term debt, collateral fi financing arrangements and j Junjor subordinated debt securtties — Amounts presented in the table above
for short-term debt, long-term' debt, collateral financing armangements 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 purohase
accounting fair value adjustments. The amounts presented above also include future interest on such obligations as described below.

Short-term debt consists of borrowmgs with original maturities of one year or less canying fixed interest rates. The contractual obhgahon for short-
term debt presented in the table above represents the principal arnounts due upon maturrty plus the related future interest for the penod from January 1
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 1, 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 milior; $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 1 bilion at December 31, 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 1, 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
oollateral financing arrangements, MetLife, Inc. may be required to deliver cash or pledge collateral to the respectrve unaﬁlhated f|nanC|aI institutions. See

— The Company — Liquidity and Capital Sources — Collateral Financing Arangements.”

Junior subordinated debt securities bear interest at fixed interest rates through their respectrve redemptlon dates. Futuré interest was computed
using the stated rates on the obligations for the period from January 1, 2012 through the scheduled redemption dates, as it is the' Companys
expectation that the debt will be redesmed at that time. Inclusion of interest paymeits on junior-subordinated debt through the flnal 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 facrlmes “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 thé- corresponding commitments. As it relates t6 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 fulfilment 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 a result, are presented in the ohe'year or Iess category in the table above. See Noté 16 of the Notes to the Consolidated
Financial Statements and “— Off-Balance Shest Arrangements.”
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Operating leases — As a lessee, the Company has various operating leases, primarily for office space. Contractual provisions exist that could
increase or accelerate those lease obligations presented, including various leases with early buyouts and/or escalation clauses. However, the impact of
any such transactions would not be material to the Company's financial position or results.of operations. See Note 16 of the Notes to the Consolidated
Financial Statements. i : . :

Other — Other liabiliies 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 interast on debt obligations, estimated fair value of derivative obligations, deferred
compensation arrangements, guaranty liabilities, the sstimated fair valueof forward stock purchase contracts, the ligbility 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 unceértain, 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 bilion due primarily to
the exclusion of items such as legal liabiliies, 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's pension and other postretirement liabilities included within other liabllities 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 $109 milion; expected to be made by the Gompany 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
fittle impact on MetLife, Inc.'s cash flows.

Excluded from the table above are unrecognized tax benefits and related accrued interest of $679 million and $235 million, respectively, for which
the Company cannot reliably determine the timing of paymerit. Current income tex 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 liabiliies. 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 senvices: in the nornal course of business; however, these purchase obligations
were not material to its consolidated results of operations or financial position at December 31, 2011. o .

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 among insurance
subsidiaries and affiliates have been approved by the appropriate insurance regulators as required. o : :

Support-Agreements.  Metlife, Inc. and several of its ‘'subsidiaries (each, an “Obligor”) are paities 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 o provide, upon the-o€eurrence of certain contingencies; reinsurance for such entity's insurance:liabilies. We anticipate that in the event that
these arrangéments 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 Company’s consolidated financial statements, have arisen in the course of the
Company’s business, including, but not fimited 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 Company's compliance with applicable insurance and other laws and regulations. . -

The Company establishes liabilities for litigation and regulatory loss contingencies when it is probable that a loss has been incurred and the amount
of the loss can be reasonably estimated. For material matters where a 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 rangé of loss in excess of amotnts
accrued, when' such an estimate can be made. It is not‘possible to predict or determine the uitimate outcome of all pending investigations and legal
proceedings. In some of the matters referred to herein, very large’ and/or indeterminate amaounts, including punitive and treble damages, are sought.
Although in light of these considerations, it is- possible that an adverse ‘outcome in Certain -cases could have a matérial adverse efféct upon the
Company's' financial position, based on information currently known by the Company's management, in“its opinion, the ‘outcome of such pending
irvestigations and legal preceedings are not likely to have such an effect. However, given the large and/or indeterminate amounts sought in certain of
these matters -and-the inherent unpredictability of litigation, it is possible that an adverse outcome in certain’ matters -could, from time to-time; have a
material adverse effect on the Company’s consolidated net income or cash flows in particular quarterty or annual periods.

MetLifé, Inc.

Capital g :

- Restrictions and Limitations on Bank Holding Companies and Financial Holding Companies. MetLife, Inc. and its insured depository institution
subsidiary, MetLife Bank, aré subject to risk-pased and leverage capital guidelines issued by the federal banking regulatory agencies for banks and bank
and-financial holding cormpaniies. 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 MetLife,
Inc.’s and MetLife Bank's risk-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 YY, if adopted in the U.S., Basel ill will also lead to increased capital and liquidity requirements for-bank holding companies, such
as Metlife, Inc. See “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 10-K. . ; v ‘

Once MetLife Bank has completely exited its depository business, MetLife, Inc. plans to terminate MetLife Bank's FDIC insurante, putting MetLife,
Inc. in & position to be able t© deregister as a bank holding company. Upon completion of the foregoing, MetLife, Inc. will no longer be regulated as a
bank holding company. However, if, in the future, MetLife, Inc. is designated by the FSOC as a non-bank systemically important financial institution, it
would‘once again be regulated by the Federal Reserve (including its capital requirements) and may be subject to enhanced supervision and prudential
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standards. In October 2011, the FSOC issued a notice of proposed rulemaking outlining the-process it will follow and the criteria it will use to assess
whether a non-bank financial company should be so-subject. If MetLife, Inc.-meets the quantitative thresholds set forth in the proposal; the. FSOC will
continue with a further analysis using qualitative and quantitative factors. For-furthier information, see “— Industry Trends.”

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

. MetLife, Inc. -
RBC Ratios — Bank Holding Company

_DecomberSt._ oo emants _ Rasarements_
) 2011 2010 Minimum “Well Capitalized”
Total RBC Rato . ..o eees e e T . 10.25% 852% - 8.00% 10.00%
Tier 1RBCREH0 .o i i 9.98% 821%  4.00% 6.00%
Tier 1 Leverage Ratio” ..., T . 5.32%  5.11% 4.00% T NA
Tier 1.CommonRatio ... ...t FETET 9.39%  6.97% N/A N/A
'MetLife Bank
RBC Ratios — Bank
m quuir;mer{ls quuiren;el{ts
o . . ) 2011 2010 Minimum “Well Capitalized”
Total RBORAHO . ... ERRRURTRR 12.56% 16.00% - 800% 10.00%
- Tier 1RBCRatio ................ e R T L 12.54% 14.16%  4.00% - 6.00%
Tier 1 Leverage Ratio. . . .. . . P e 527% 7.14% 4.00% - 5.00%
Tier 1 CommonRatio ... ..t i i S 1 9.72%  13.56% N/A N/A

Summary of anary Sources and.Uses of LIQUIO’ffy and Capital. . For mformatron regarding the primary sources and uses of MetLife, Inc.’s quwdlty
and capital, see “— The Company — Capital — Summary of Primary Sources and Uses of Liquidity and Capltal !

Liquidity and Capital ) o )

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 a variety of seurces, including a portfolio of liquid assets, a diversified mix of short- and long-term funding sources from the
wholesale financial markets and the ability to bomow through credit and committed facilities. MetLife, Inc. is an active participant in the global financial
markets - through which it obtains a significant amount of funding. These markets, which serve as cost-effective sources of funds, are critical
components of Metlife, Inc.’s liquidity and capital management. Decisions to access these markets are based upon relative costs, prospective views of
balance sheet growth and a targeted liquidity profile and capital structure, A disruption in the ﬁnancnal markets could fimit MetLife, Inc." 'S access to
liquidity.

MetLife, Inc.’s abjlity to maintain regular access to competitively priced wholesale funds is fostered by |ts 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 useof intemal liquidity risk metrics, including the composition and. level of the liquid asset portfolio, tmng
differences in short-term cash flow obhgaﬂons access 1o the financial markets for capital and debt transactions-and exposure to contingent draws on
Metlife, Inc.’s fiquidity. s

Liquidity and Capital SOurces

Dividends from-Sybsidiaries.  MetLife, Inc. relies in part on leldends from its subsidiaries: to meet its cash requirements. MetLife, Inc.'s insurance
subsidiaries are subject to regulatory restrictions on the payment of dividends imposed by the regulators of their respective-domiciles. The dividend
limitation for U.S. insurance subsidiaries is generally based on the surplus to policyholders at the end of the immediately preceding calendar year and
statutory net gain from operations-for the immediately preceding calendar year. Statutory accounting practices, as prescribed by insurance regulators of
various states in which the Company conducts business, differ in certain respects from accounting principles used infinancial statements prepared in
conformity with GAAP. The sigrificant differences relate to the treatment of DAC,;. certain-deferred income tax, required -investment liabilities, statutory
reserve calculation assumptions, goagwill and surplus notes.

The table below sets forth the dividends permitted to be paid by the respeotlve insurance sub3|d|ary without insurance regulatory approval and the
respective dividends paid:

2012 2011 2010 2009 -,

Company - ' Approval(1} Paid(2) Approval(3) - Paid(2) -Approval(3}) Paid(2) Approvai(3)
e : : (in millions) :

Metropolitan Life Insurance Company ...................... Lo 81,8500 $1,321(4) $1,321 0 $631(4) 31,262 0§ —  $552
American Life Insurance COmMpany. , .« . ..o v v s, ; e R $ 168(5) $ 661 ¢ 661(6) $ —(6) ‘$ 511(5) SN/A SN/A
Metlife-Insurance Company of Connecticut ... .........ovvv ol W 3804 % 517 $ 517 $3B0 . $ 659 $ —. . $714
Metropolitan Property and Casualty Insurance Company .. ........... % — ¢ 30 % — $260 $ -~ $300 $ 9
Metropolitan Towef Life insurance Company ..o ... vivervr ... $ 82 $ 8 $ 8 697 $ 93 $-- $ 88
MetLife Investors insyirance COMPaNY ... . .. «.ovvvvvneeinieens. $ 8 % - & - $- 8 - 8- $ -
Delaware American Life Insurance Company .. .......c..coovveeen  $ 120 $ — $ — $— $ — SNA SN/A

(i) Reflects dividend amounts. that may be. paid during 2012 without prior regulatory approval. However, because dividend tests may be based on
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dividends previously -paid over rolling 12-month periods, if paid before a specified date during 2012, some-.or all of such dividends may require

regulatory approval. - L
(2) All amounts paid, including those requiring regulatory approval.

(3) Reflects dividend amounts that could have been paid during the'relevant year without prior regulatory approval:

{4) Includes securities transferred to MetLife, Inc. of $170 million and $399 milion during the years ended December 31, 2011 and 2010, respectively.
(6) Reflects approximate dividend amounts permitted to be paid without prior regulatory approval.

(6) Reflects the respective dividends paid since the Acquisition Date. See Note 2 of the Notes to the Consolidated Financial Statements.

(7) Includes shares of an affiiate 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 miilion, respectively, were paid to MetLife, Inc. by certain of its other subsidiaries. Additionally, for the years ended
December 31, 2011, 2010 and 2009, MetLife, Inc. received cash of $771 million, $54 million and $0, respectively, representing retums of capital.

The dividend capacity of our non-U.S. operations is subject to similar restrictions established by the local regulators. The non-U.S. regulatory
regimes also commohiy limit the dividend paymen’ts to the parent to a portion of the prior year's statutory income, as determined by the local accounting
principles. The regulators of our non-U.S. operations, including Japan’'s 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 Company's management actively maneges its target and excess capital levels and dividend flows on a 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 MetLife, Inc.’s subsidiaries will have statutory eamings to support payment of dividends to MetLife, 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. An integral part of MetLife, 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: (i) cash collateral received under the Company's securities lending
program that has been reinvested in cash and cash equivalents, short-term investments and publicly-traded securities; and (i) cash collateral received
from counterparties in connection with derivative instruments. At December 31, 2011 and 2010, Metlife, Inc. had $4.2 bilion and $2.8 billion,
respectively, in liquid assets. In addition, MetLife, Inc. has pledged collateral and has had collateral pledged to , and may be required from time to time
to pledge additional collateral or be entitied to have additional collateral pledged to it. At December 31, 2011 and 2010, MetlLife, Inc. had pledged
$449 milion and $362 million, respectively, of liquid assets under collateral support agreements.

Dispositions. Cash proceeds from dispositions during the years ended December 31, 2011, 2010 and 2009 were $180 milion, $0 and
$130 million, respectively. See Note 2 of the Notes to the Consolidated Financial Statements for information regarding certain of these dispositions.

Global Funding Sources. Liguidity is also provided by a variety of short-term instruments, including commercial paper. Capital is provided by a
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 — unaffilated ......... S T PR T $15666  $16,258
- Long-term debt — affiliated(1) ... .. PP PP PR . § B0 $ 665
Collateral financing amangements . .. ... .o [P TR [ Lo $ 2,797 B 2,797
Junior subordinated debt securities ... ... ..l oo e e G T S $ 1,748 % 1,748

(1) Includes $165 million of affilated senior notes associated with bonds held by ALICO at December 31,:2010. Such- bonds were sold to a third party
in the second quarter of 2011, - ’ ' o ' :

- Short-term Debt,  MetLife, Inc. maintains a 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 December 31, 2009, the weighted average interest rate on short-term debt, comprised-only
of commercial paper, was 1.26%. 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 Boirowings.  For information on MetLife, Inc.'s 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 premrum or discount,
at December 31, 2011:

Maturity Date : * Principal Interest Rate
) - . {In millions)

2012 0 SRR U P oo % 400 5.38%
2012 1 R RV $ 397 - three-month LIBOR + .032%
2078 L e e $ 500 - B.00%
2018 et e e e e $ 250 - three-month LIBOR+ 1.25%
2014 L $ 350 5.50%
20147 B P PR $1,000 2.38%
2015 i e [ e . $1,000 5.00%
2016 it R DD $1,250 6.75%
2018 .\t U T T LT S S S $1,085 6.82%
2018(1) ... U T $ 500 1.56%
2018(2) v\ e e $ 500 ' 2.46%
2019 ... B B P $1,035 7.72%
2020 i e e e e e $ 729 5.25%
2021 i T B e A * $1,000 4.75%
2023(1) voiii B P R IP Lo 8800 1.56%
2024 ... e F S S ... $100 1.92%
2024 ... .. e e e $ 673 5.38%
2082 i et e e e $ 600 . 6.50%
2083 .\ e P e $ 200 : 5.88%
2084 i U T e .. $ 780 6.38%
20835 e e e $1,000 5.70% .
2041 Lo e e .. % 780 5.88%

2045(2) . i I ety Y e e .. $ 500 - 2.46%

(1) Represents one of two tranches comprising the Series C Debt Securities.
(2) Represents one of two tranches comprising the Series E Debt Securities,

Collateral Financing Arrangements.  For information on-MetLife, Inc.’s collateral flnancmg arrangements see "— The Company — Liguidity and
Capital Sources — Collateral Financing Arangements” 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 bilion 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 unuged commitments were $916 milion at December 31, 2011.

MetLife, Inc. maintains committed facilties with a capacity of $300 milion. At December 31, 2011, MetLife, Inc. had outstanding $300 million in
letters of credit and no drawdowns against these facilities. There were no remaining unused commitments at December 31, 2011, In addition, MetLife,
Inc. is a party t& committed facilities of certain of its subsidiaries, which aggregated $12.1 bilion at December 31, 2011. The committed facmtles are
used as collateral for certain of the Company's affiliated reinsurance liabilities.

See Note 11 of the Notes to the Consolidated Financial Statements for further detail on these facilties.

Covenants. Certain of MetLife, Inc.’s debt instruments, credit facilities and committed facilities contain various adm|n|strat|ve reporting, legal and
financial covenants. MetLife, Inc. believes it was in compliance with all such covenants at Degember 31, 2011.

Preferred Stock, Convertible Preferred Stock, Common Stock and Equity Units.  For information on preferred stock, convernble preferred stock,

common stock -and -equity units-issued by MetlLife,-Inc:, see “— The Company — Liquidity and Capital Sources — Preferred Stock,” *— Convertible
Preferred Stock,” “— Common Stock,” and “— Equity Units,” respectively.
Liquidity and Capital Uses

The primary uses of liquidity of MetLife, Ihc: 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, our asset portfolio and other
cash flows and anticipated access to the capital markets, we believe there will be sufficient liquidity and capital to enable 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 2 of the Notes to the Consolidated Financial Statements for information
regarding certain of these acquisitions.

Affilated 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.

76 MetLife, Inc.



MetLife, Inc. lends funds, as necessary, to its subsidiaries, some of which are regulated, to meet therr capltal reguirements. Such Ioans are |ncluded
in loans to subsidiaries and consisted of the following at:

December 31,
Subsidiaries Interest Rate Maturity Date _2m . 2010
- ’ : : (In miltions)
Metropolitan Life Insurance Company(1) . .......... .., Six-month LIBOR +1.80%.. . Degember 31,2011 .. $— $.775
Metropolitan Life Insurance Company(2) «............ 7.13% " December 15,2032  — 400
Metropolitan Life insurance Company(2) ........... . 7.13% January 15, 2033 _— 100 -
TOWl e R . $—  $1.275

(1) In April 2011, MLIC repaid in cash the $775 milion surplus note issued to Metlife, Inc. in December 2009. The early redemption was approved by

the New York Superintendent of Insurance, .

(2) On December 15, 2011, MLIC repaid in cash the $400 milion and $100 million capital notes issued to MetLife, Inc. in December 2002,

In September and Novermnber 2011, American Life issued notes to MetLife, inc. for $100 million and $270 million, respectively. American Life repald
both notes during the fourth quarter of 2011,

Debt Repayments.. In December 2011, MetLife, Inc. repaid the $750 million senior note’ W|th an interest rate of 6.13%. MetLufe 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 mest specnﬂed capital and surplus levels or has guaranteed certain contractual
obligations.

In June 2011, Meth‘e. Inc guaranteed the obligations of its subsidiary, DelAm, under a stop loss reinsurance agreement with RGA Reinsurance
(Barbados) Inc. ('RGARe"), pursuant to which RGARe retrocedes to DelAm a portion of the whole life medical insurance business that RGARe assumed
from American Life on behalf of its Japan branch. ' )

Prior 1o the sale in April 2011 of its 50% interest in MSI Metlife to a third party, MetLife, Inc. guaranteed the obligations of its subsidiary, Exeter
Reassurance Company, Ltd. (‘Exeter”), under a reinsurance agreement with MS| 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 MetLife is terminated,
notwithstanding the April 2011 disposition of MetLife, Inc.'s interest in MSI MetLife as described in Note 2 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 a retrocession
agreement with RGARe, pursuant to which MoRe retrocedes a portion of the closed block liabilities associated with industrial life and ordinary life
msurance policies that it assumed from MLIC.

In November 2010, MetLife, Inc. guaranteed the obligations of Exeter in an aggregate amount up to $1.0 billion, under a relnsurance agreement with
MetLife Europe Limited ("MEL"), under which Exeter reinsures the guaranteed living benefits and guaranteed death benefits associated with certain unit-
linked annuity contracts issued by MEL.

In_January 2010, MetLife, Inc. guaranteed the obligations of MoRe, under a retrocession agresment with RGARe, pursuant to which MoRe
retrocedes certain group term life insurance liabilities that it assumed from MLIC.

in December 2009, MetLife, Inc., in connection with MetLife Reinsurance Company of Vermont's (“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 cell's authorized
control level RBC, as defined in state insurance statutes. See “— The Company — Liquidity and Capital Sources — Credit and Comm|tted Faciliies”
and Note 11 of the Notes to the Consolidated Financial Statements. :

MetLife, Iric., in connection with MRV's reinsurance of certain: universal life- and term life insurance risks, committed to the \/ermont Department of
Banking, Insurance, Securities and Health Care Administration to take necessary action to cause each of the two initial protected celis of MRV to
maintain total adjusted capital equal to or greater than 200% of such protected cell's 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 the collateral flnancmg arrangement associated with MRC's reinsurance of a portion of the liabilities associated with
the closed block, committed to the South Carolina Department of Insurance to make capital contributions, if necessary, to MRC so that MRC may at all
times maintain its total adjusted capital at a-level of not less than 200% of the-company action level RBG, 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 - L|qu1d1ty 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- MRSC's 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 $250,000 or 100% of MRSC's authorized control level. RBC, as defined in state insurance statutes. See *— The Company — Liquidity and
Capital Sources — Debt Issuances and Other Borowings” and Note 12 of the Notes to the Consolidated Financial Statements.

MetLife, Inc. has net worth maintenance-agreements with two of its insurance subsidiaries, MUIC 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 a minimum capital and surplus of $10 million, total adjusted capital at a level not less than 150% of the company -action level RBC, as defined by
state insurance statutes, and liquidity. necessary to enable it to meet its current obligations on a timely basis.

MetLife, Inc. also guarantees the obligations of a number of its subsidiaries under credit facilities with third-party banks. See Note 11 of the Notes to
the Consolidated Financial Statements. .

Adoptlon of New Accounting Pronouncements
. See Note 1 of the Notes to the Consolidated Fmancual Statements.
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Future Adoption of New Accounting Pronouncements
See Note 1 of the Notes to the Consolidated Financial Statements.

Subsequent Events :
See Note 24 of the Notes to the Consohdated Financial 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 Uniit, Treasury
Departmérit 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 volatllrty.

The Company regularly analyzes its exposure t0" interest rate, equity market price and foreign currericy exchange rate risks. As a result of that
analysis, the Company has determined that the estimated fair values of certain assets and liabilities are materially exposed to changes in interest rates,
foreign currency exchange rates and changes in the equity markets.

Enterprise Risk Management. Metlife has established several finaricial 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 comrhittee structure, during the second quarter of 2010, Metlife created an Enterprise Risk Committee including the
following voting members: the Chref Financial Officer, the Chief Investment Officer and the Chief Risk Officer. This commxttee 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 a separate Enterprise Risk Management Department, which is responsible for risk management throughout MetLife and reports to
MetLife's Chief Risk Officer. The Enterprise Risk Management Department's primary responsibiliies consist of:

+ implementing a corporate risk framework, which outlines the Company’s approach for managing risk on an enterprise-wide basis;

* developing policies and procedures for managing, measunng, monitoring and controfiing those risks’ identified in the corporate risk framework;

» establishing appropriate corporate risk tolerance levels;

+ deploying capital on an economic capital basis; and

« reporting on a periodic basis 1o the Finance and Risk Committee of the Company's Board of Directors; with respect to credit risk, repomng to the

Investment Committee of the Company’'s Board of Directors; and 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, coricentration and’ investment retum. The goals of the investment process are to optimize, net of income tax, risk-adjusted
investment income and risk-adjusted total retum while ensunng that the assets and liabilities are reasonably managed on a 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 Managemenit Unit; and the senior members of the business segments and is govemed by the ALM Commiittees. The ALM Committees’ duties
include reviewing and approving target portfolios, establishing investment guidelines and limits and providing oversight of the ALM process on a penodrc
basis. The directives of the ALM Committees are carried out and monitcred through ALM Working Groups which are set up to manage by product type.
In addition, an ALM Steering Committee oversees the activities of the underlying ALM Committees.

~ Metlife establishes target asset portfolios for each major insurance product, which represent the investment strategles 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, yreld curve
senisitivity, convexity, I|qU|d|ty asset sector concentrat[on and credit quality by the ALM Worklng Groups

Market Risk Exposures

The Company has exposure to market risk through its insurance operations and. investment act|vmes For purposes of th|s 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 Company’s exposure to interest rate changes results most significantly from its holdings of fixed maturity securities, as vveH as
its interest rate sensitive liabilities. The fixed maturity securities include U:S..and foreign govemment.bonds, securities issued by govermment 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: relatedto .certain investment type contracts, and net-embedded derivatives on
variable annuities with guaranteed minimum benefits which have the-same type of interest rate exposure (medium- and long-term interest rates) as fixed
maturity ‘securities. The Company employs. product design, pricing and ALM strategies to reduce the adverse effects of interest rate movements.
Product design and pricing 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 fimits. See “Rxsk Factors - Changes in Market
Interest Rates May Significantly Affect Our Profitability” in the 2011 Form 10-K.

Foreign Currency Exchange Rates. The Company's exposure to fluctuations in foreign currency exchange rates agamst 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 curency exchange rate risk in the Company’s investment portfolios and liabilities are
the Euro, the Japanese yen, the British pound, the Mexican peso and the Canadiam dollar. Selectively, the Company uses U.S.-dollar assets to support
certain long duration foreign currency liabifities.. 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 PABS along With invéstments 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 Companty alo manages equity market risk exposure in'its investment portfolio through the use of derivatives. Equity exposures assocrated
with other limited partnership interests are excluded from this section as they are not considered financial instruments under GAAP,

Management of Market Risk Exposures ’

The Company uses a variety of strategies to manage interest rate, foreign currency exchange rate and equity market risk, tnolucung 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
pro;ectlons involve evaluating the potential gain or loss on most of the Company's in-force business under various increasing and decreasing interest
rate environments. The Department of Financial Services regulations require that MetLife perform some of these analyses annually as part of MetLife's
review of the sufficiency of its regulatory reserves. For several of its legal entities, the Company maintains segmented operating and surplus asset
portfolios for the purpose of ALM and the allocation of investment income to product lines, For each segment, invested assets greater than or equal to
the GAAP liabiliies 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 fine of business,and any. product market characteristic which may drive
a 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 value of its assets and liabiliies 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, sinking fund payments, principal payments, bond oalls, mortgage
prepayments and defaults.

Common industry metrics, such as duration and convexity, are also used to measure the relative sensitivity of assets and habmty values to changes
in interest ratés. in computing the duration of liabilities, consideration is given to all policynolder guarantees and to how the Company intends to set
indeterminate policy elements such as interest credits or dividends. Each asset portfolio has a duration target based on the liability duration and the
investment objectives of that portfolio. Where a liability cash flow may exceed the maturity of available assets, as is the case with certain retirement and
non-medical health products, the Company may support such liabilities with equity investments, derivatives or curve mismatch strategies.

Foreign Currency Exchange Rate Risk Management.  Foreign currency exchange rate risk is assumed primarily in three ways: investments in foreign
subsidiaries, purchases of foreign currency denominated investments in the investment portfolio and the sale of certain insurance products.

+ The Company's 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 fimits 1o unhedged foreign
cumency investments are incorporated into the standing authorizations granted to management by the Board of Directors and are reported to the
Board of Directors on a periodic basis.

+ The lines of business are responsible for establishing limits and managing any foreign exchange rate exposure caused by the sale or issuance of
insurance products.

MetLife uses foreign currency swaps and forwards to mitigate the liability exposure, risk of loss and the volatility of net income associated with its

investments in foreign subsidiaries, foreign curency 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 Company's 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. MetlLife 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 a wide range of risks including interest rate risk, foreign cumency 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 Company's 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 a group of liabilities or assets. The Company’s use of
derivatives by major hedge programs is as follows:

+ Risks Related to Living Guarantee Benefits — The Company uses a 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 a 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 Cumency 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 Company's 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 liabiliies based on changes in interest rates, equity prices and foreign
currency exchange rates utiizing a sensitivity analysis. This analysis estimates the potential changes in estimated fair value based on a hypothetical 10%
change (increase or decrease) in interest rates, equity market prices and foreign currency exchange rates. The Company believes that a 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 Company's 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 a 10% change (increase or decrease) in interest rates;

+ the U.S. dollar equivalent estimated fair values of the Company's foreign currency exposures due to a 10% charige (|ncrease or decrease) in

foreign curfency exchange rates; and

« the estimated fair value of its equity positions due to a 10% change (increase or decrease) in equity market prices.

“The sensitivity analysis is an estimate and should not be viewed as predictive of’ the Company's future financial performance. The Company cannot
ensure that its actual losses in any partrcular period will ndt exceed the amounts lndlcated in the table below lertatrone related to this sensitivity
analysis |nclude

« the market risk information is limited by the assumptlons and parameters establlshed in creattng the related sensitivity ‘analysis, rnoludrng the

rmpact of prepayment rates on mortgages;
_e for the derivatives that qualify as hedges, the impact on reported eamings 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 mode! assumes that the ‘confiposition of assets and liabilities remains unchanged throughout the period.

Accordingly, the Company uses such models as todls and not as substitutes for the experience and judgment of its management Based on its
analysis of the impact of a 10% change (increase or decrease) in market rates and- pricas; MetLife has determined that such a change could have a
material adverse effect on the estrmated fair value of certarn assets and habrhtles from interest rate forergn currenoy exchange rate and ‘equity
exposures.

The table below illustrates the potentral loss in estimated fair valug for each market risk exposure of the Companys ‘market sensitive assets and
fiabilities at December 31, 2011:

December 31, 2011

. {in millions)

Non-trading: . )

Interestrate risk . ........ ST S S DL PP e $4,319

Foreign currency exchangeraterisk ................ A FE e Y e e © o $4,547

Equity market risk * .’ ............ P L o S e $ 37
Trading: ‘ '

INEEIESEIAIE FISK «.v v v v v vt e v e et e e et et e e e e e e e e e e $ 5.

Foreign currency exchange rate risk .. .. .. T S S e R T L NN S $ 486
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Sensitivity Analysis: Interest Rates.  The table below provides additional detail regarding'the potential loss.in fair vaiue of the-Company’s trading and
non-trading interest sensitive financial instruments at December 81, 2011 by type of asset or liability:
- o : December 31, 2011

Esti i Assuming a
Notional Fair in the Yield
Amount Value(3) ¢ Curve

(In millions)

Assets: ‘
Fixed MatUty SEOURHIES .+« + v v ettt et et e e e $350,271 . $(4,941)
Equity securities . ............ P R R R RRRRE 3,028 -
Trading and OtEr SECUMHIES . . . vt v et et e e e 18,268 5)
Mortgage loans: ) .
HEIA-TOr-IMVESIMENT © .+ v v ottt et e e e e e e e 59,5660 (220)
HEIATOr-SAIE .« v v v oo ettt e e e 7626 35)
MOMQAGE I0BNS, NBL .+ . vttt e + 67,086 (255)
POCY I0ANS . v oot e 14,213 (125)
- Real estate JoINt VENTUIES(T) . . . oottt et e 183 -
Other limited partnership INterests(1) . . ..o 1,656 -
SO INVESIMENTS .+ ot vt ettt et et e e e 17,310 1)
OHNEr NVESIEO BSOS, .+ + .+t v v vttt vttt ettt e e ’
Mortgage ServiCINg HONES .+« v vt . 666 54
(1272 S I P 1,434 -
Cash and Cash QUIVAIBNES . .+ v v vt vttt ettt s 10,461 (1
Accrued INVESIMENT INCOME .+ . o« v et et e et e e 4,344 -
Premiums, reinsurance and.other receivables . .. ... .o o 5,232 (227)
OB BSSEES .« v v vttt ettt e e e . 308 (10)
Net embedded derivatives within asset Nost ContractS(2) . ..o .o ) 363 (17)
Mortgage 108N COMMIIMENTS . . .+ . oot et e e e e .. 54,129 3 2)
Commitments to fund bank credit facilities, bridge loans and private corporate bond investments .. ......... $ 1,432 51 —
B e - V= =T . $(6,530)
Liabilities: o
Policyholder account DaIANCES . .. vt $153,304 $ 740
Payables for collateral under securities loaned and other transactions ... 33,716 —
BaNK ABPOSIES .« .\ v v v v ettt e e e e e 10,507 —
SOOI GBIt © .\ vt ) 686 —
LONG-EIM GBI L oot 22,514 186
Collateral finanCing &TaNGEMENES . .. .ottt AP 4,136 —
Junior subordinated debt SEBCUMIES . .« v v vt et e e e e 3,491 105
(@710 17210 11107= < A S S : Ce
Trading TAbIHES .« . . . o ot e ) 127 2
1 127=" 4,087 25
Net embedded derivatives within liability host contracts(2) . ........ o o i 4,684 1,677
Total Liabilifies . . ... oi ittt ittt e e e s - $2,735
Derivative Instruments: ) .
INEErESE TAIE SWADS v v v o v ot vttt e e e et e e e e e e $79,733 $ 6,042 $(1,049)
OISt A fI00IS .« . v vttt e e e $23,866 1,081, - (89
INEEIEST TAIE CADS .+ . . o oo ittt e e et e e $49,665 102 25
ETEST TBIE TUIIIES .+ .+ v o v e e et e e e e e e e e e e e e e e e $14,965 6. (103)
INtErest rate OPtIONS . v o v et $16,988 890 (200)
ItErESt ralE TOIWANTS o o ot et et e e e $14,033 195 1))
SYMNBHC GICS « .+« v e ettt e e $ 4,454 - -
FOrEIgN CUITENCY SWADS .+« + v« v ottt e et e et e e et e e et et $16,461 112 14
FOreign CUITENCY TOMWAITS © . . v oo v e e ettt ettt e e e e e e e $10,149 1400 . 1
Currency futures .......... e $ 633 — —
CUITENCY OPHOMS . .\ v e vttt et et e ettt e e e e e e e e e $ 1,321 6 —
Credit default SWADS . . .ottt e $13,136 213 -
L@ L= 170 V= £ = A P $ 20 4 —
EQUItY FUIUNES . . .ottt I $ 7,053 16 : —
BQUITY ODHOMS v v vt et v et ettt e e e e e e e e $17,099 3,084 (90)
VAMBNCE SWADS .+ .+ o+ vt et e ettt e e e e e $18,801 322 (7)
Total rate Of FEIUM SWEDS .+« o v v e v v v e e e e e $ 1,644 (e4) . -
Total Derivative Instruments .................... ... et ee e e i s i : $(1,5629)
NetChange ...........cooviiinreinennnaneaeecnens P PR RERERRR o $(4,324)

(1) Represents only those investments accounted for using the cost method.
(2) Embedded-derivatives are recognized in the consolidated balance sheét in the same caption as the host contract.
(3) Separate account assets and liabilities which are interest rate sensitive are not included herein as any interest rate nsk is bome by the holder of the

separate account.

-]
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Interest rate risk has decreased: by $1.1 billion, or 20%, to $4.3: bilion at December 31, 2011 from $5.4 bilion at December 31, 2010. The
decrease in risk is primarily due to a 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 a change in the net asset and liability bases of $590 million and the vield impact to long term
debt of $230 million. The remrainder of the fluctuation is attributable to numerous immaterial items.

. Sengitlity Ahalysis: Foreign Currency Exchange Rates. The table below provides additional detail regarding the potential loss in estimated fair value
of the Corhpanys portfoho due to.a 10% change in foreign currency exchange rates at December 31, 2011 by type of asset or liability:

December 31, 2011

Assuming a
Estimated 10% Increase
Notional Fair in the Foreign

Amount Value(1) ~ Exchange Rate
(In millions)

Assets: L
.Fixed maturity securities . . ..............¢ PP P $380,271 $(7,945)
BQUItY SECUIMHES « . . oot e e 3,023 (108)
Trading and Other SBCUMIES . . ..ottt e e e e 18,268 (486)
Mortgage loans: '
Held-for-INVestmEnt . .o e 59,560 . (450)
Held-fOr-Sale .. . ) - 7,526 Lel—
Mortgage 10ans, Net . . ..o 67,086 (450)
POl CY 08NS . 14,213 - (187)
Other limited. partnership Interests . . ... .o 1,656 (10)
SOt M INVESIMENES .« . vt et 17,310 (204)
Otherinvested assets: . .. ... i
Mortgage serwcmg AGNES 666 -
BT o 1,434 62)
Cashand cash equivalents . .. ... ..o e , - 10,461 (135)
ACCIUEd INVESIMENT INCOME . . ot e e e e 4,344 (7)
Premiums, reinsurance and other recewables P ) : 5,232 “(162)
Oterassels oo e ‘ 308 7)
B I T S S S ST 9(9,761)
Liabilities: : ’
Policyholder account DalanCes . ... oo e $153,304 $3,375
Bank deposits . ... ..t PR e ' 10,507 =
Long-temdebt ... .. e 22,514 . 126
Payable for collateral under securities loaned and other ransactions .. ..o il i 33,716 -8
Other Babilies . . 4,087 163
Net embedded derivatives within liability host contracts(2) ......... ... . i i 4,684 476
TotalLiabilities .. ...ttt ittt ittt ie et $4,143
Derivative Instruments:
IEErES e SWADS . . vt $79,733 $ 6,042 $ @
INterest rate floOrS .. o e $23,366 1,081 —
IETESt T GBS .« . v e e i $49,665 =102 —
INtereSt rate fUILIMES .. ... $14,965 R T (<)
INterest rate OpHONS . . . et $16,088 890 (17
nterest rate fOrWards . . ... $14,033 196 - -
SYNHNBHC GG .« o ettt e e e $ 4,454 - _—
FOrBIgN CUMBNCY SWADS .« oottt e e et et e e e e e $16,461 112 . 736
Foreign cumency forwards . . .. ..o $10,149 140 T 48
CUITENCY FUILIMES . . . ettt e e s e $ 633 — (83)
CUITENCY OPHONS -« et e e $ 1,321 6 = 29
Credit default sSwaps ... $13,136 213 =
Creditforwards ............ P $ 20 4 —
EQUItY FUIUNES . . e $ 7,053 16 3
Equity options ... ... e $17,009 3,084 - - (109
Varlance swaps ........... R PP $18,801 322, -
Total rate Of retUM SWaDS .. ... i e $ 1,644 (24)" -
Total Derivative InStruments .. ... ... . . i i iirie it itennnerarannnananas $ 585
Net Change .. ... ... i e e e i e et et e $(5,033)

M Estlmated fair value presented in the table above represents the estimated fair value of all financial-instruments within‘this financial:statemernit-caption

not hecessarily those solely subject to forelgn exchange risk. .

(2) Embedded derivatives are recognized in the consolidated balance sheet in the same capfion as the host contract.

Foreign currency exchange rate risk increased by $1.0 billion, to $5.0 bilion at December 31, 2011 from $4.0 billion at December-31, 2010. This
change was due to an increase in exchange rate risk relating to fixed maturity ‘securities: (including trading and other securities) of $1.6 bilion 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 PABs:and other liabilities and the use of derivatives employed by the Gompany of $274 milion and $280 million, respeotvvely The
remainder of the fluctuation is attributable to numerous immaterial items.
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Sensitivity Analysis:. Equity Werket, Prices.” The: table below. provides -additional; detail. regarding- the* potential -Joss .in. estimated fair value-ofthe
Company’s portfolio due to a 10% change in equity at December 31, 2011 by type of asset or liability:

L December 31, 2011
[ TR B RSP L zmum'nga -
:  Esti d: 10%
Notional . Fair in Equity
Amount - Value(1) Prices

(In millions)

Assets: E
Equity securities . . . . .. P A PR SR e $ 3023 $ - 346
Otherinvested assets: .............. e SRR ERRRE _

Net embedded derivatives within asset host cbntracts(Z) ................................ o ' 363 a7
TOtAl ASSEUS . ..o vt ettt ettt e an e e et e $ 329

Liabilities: : : Eo e : :

Policyholder account balances . ..........: B R PR S T $153,8304 ¢ $

Bank JEpOSitS . .. oo B P 10,507 -

Other liabilities: . . . . . . .. R IR ST AU

Net embedded derivatives within fiability host contracts(2) i ( » 4584 739
Total Liabilities ................ T APt oA SR Y b s 739

Derivative instruments: ' . ‘

INEEIESE FAIE SWADS .« v vt v et e et et et ettt et e e $79,733 $ 6,042 & —
IHEIESE AL TOOTS .+« v v v o ettt et et et e et e e e e $23,866 1,081 —
IEEIESE FAIE CADS + v« vt vt ettt ettt e et e e e e e $49,665 102 -
INEErESt FAE TUIUIES .+ o vt vttt et et et e e e e e $14,065 6 —
INEErESE FAE OPHONS + 4« v v vt e e et ettt et et e e $16,988 890 —
INTErESt ratE TOTWAITIS . . . . o vt ettt ettt e e e et e e e e e $14,033 1956 —
SYNNBHC GICS . . o v v v et ettt e e $ 4,454 - -
FOTBIGN GUITENGCY SWEDS .+ .+« + « v e e et e e et e e st et e e e et e $16,461 112 —
FOrIgN CUITENGY TOMWAIGS . . .+« v ettt e e ettt e e et et e e et e $10,149 140 -
Currency futures . ........ e $ 633 - —
CUITBNCY ODHOMS .+ .+ v ettt e et et e et $ 1,321 6 —
Credit AEfAUIE SWADS . . vttt et e e $13,136 213 —
CrEit FOTWAITS .+« v v oo et et e e e e e e e e e e $ 20 4 —
BQUILY FULUTES .+ o vt e et et et e e e e et e ettt $ 7,053 16 (680)
EQUItY ODHONS o o ettt e $17,099 3,084 (286)
VENEANCE SWADS v e vt e v e ete et e e et e e e e $18,801 322 13
TOMAI TALE Of TEIUM SWADS .+« o o v e ettt en e et e et e e et et e e $ 1,644 (24) (152)
Total Derivative INStruments . . ... .....iiiirr ittt iiiaie i aianersresansnsoiananns $(1,105
L o -1 T S R REEETTETRE $ @7

(1) 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.

(2) Embedded derivatives are recognized in the consolidated balance sheet in the same caption as the host contract.

(3) During the fourth quarter of 2011, the analysis of the impact of a 10% change (increase or decrease) in equity prices determined that due to a
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 end's analysis of equity prices shows a 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 a change in the portfolio composition of derivatives employed by the Company.
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Changes in and Disagreements thh Accountants on Accountmg and Financial D:sclosure
None.

Management’s Annual Report on Internal Control Over Financial Reporting

“Management of-MetLife, Inc. and subsidiaries is responsible for establishing and maintaining adequate intermal control over financial reporting. In
fuffiling this responsibility, estimatés and judgments by management are required to assess the expected benefits and related costs of control
procedures. The-objectives of internal control include providing management with reasonable, but not absolute, assurance that assets are safeguarded
against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded
property 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 intemal control of the Company at December 31, 2011 pertaining to financial
reporting in accordance with the criteria established in Intemal Control — Integrated Framework issued by the Committes of Sponsoring Orgamzaﬂons of
the Treadway Commission.

In the opinion of management, MetLife, Inc. maintained effective interal control over financial reporting at December 81 2011,

Deloitte & Touche LLP, an independent registered public accounting firm, has audited the consolidated financial statements. and Consolldated
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 consolxdated financial statements and consolidated financial statement schedules i included at
page 204.

Attestation Report of the Company’s Registered Public Accounting Firm
The Company's independent registered public accounting firm, Deloitte & Touche LLP, has issued their attestation report on managements tnternal
control over financial repomng wh:ch 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
Company’s management is responsiole for maintaining effective intemal control over financial reporting and for its assessment of the effectiveness of
intemal control over financial reporting, included in the accompanying Management's Annual Report on Internal Control Over Financial Reporting. Our
responsibility is to express an opinion on the Company's intemal 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 intemal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of intemal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of intemal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's intemal control over financial reporting is a process designed by, or under the supervision of, the company’s principal executive and
principal financial officers, or persons performing similar functions, and effected by the company's board of directors, management, and other personnel
to provide reasonable assurance regarding the reliabilty of financial reporting and the preparation of financial statements for extemal purposes in
accordance with generally accepted accounting principles. A company’s internal controt over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financiel 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 (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of intemal 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 a timely basis. Also, projections of any evaluation of the
effectiveness of the intemal 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 intemal control over financial reporting as of December 31, 2011, based
on ihe criteria established in intemal 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.

/s/  DELOITTE & TOUCHE LLP
DELOITTE & TOUCHE LLP

New York, New York
February 28, 2012
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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 December 31, 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 Company’s management. Our responsibifity is to express an opinion on the
consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes examining, on a 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 a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of MetLife, Inc. and subsidiaries as
of December 31,2011 and 2010, and the resullts of their operations and their. cash flows for-each of the three years in the period ended -December 31,
2011, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 1, the Company changed its method of accountmg for the recognition and presentation of other-than-temporary impairment
losses for certain investments as required by accounting guidance adopted-on April 1, 2009.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company's intemal
control over financial reporting as of December 31, 2011, based on the criteria established in Intemal Control — Integrated: Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission, and our report, dated February 28, 2012 expressed an unqualified opinion on
the Company's interal control over financial reporting.

/s/  DELOITTE & TOUCHE LLP
DELOITTE & TOUCHE LLP

New York, New York
February 28, 2012
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MetLife;Inc. =~ Ll

Consolidated Balance Sheets
December 31, 2011 and 2010
(In millions, except share and per share data)

2011
Assets
Investments: .
Fixed maturity securities available-for-sale, at estimated fair value (amortized cost: $329,811 and $317,617, respectively; includes $3,225 and
_ $3,330, respectively, relating to variable mterestentltnes) L e e $350,271
“Equity securities avallable-for-sale, at estimated fair valtie (cost; $3,208 and $3,621, 1eSPECHVElY) ...t 3,023
Trading and other securities, at estimated fair.value (includes'$473 and $463, respectively, of actlvely traded securities; and $280 and $387,

respectively,:relating to variable interest entities) 18,268
Mortgage loans:

Held-for-investment, principally at amortized cost (net of valuation allowarices of $481 and $664, respectlvely, lncludes $3,187 and $6,840, )

respectively, at estimated fair value, relahng tovarableinterest entities) . ... ... L 56,915
Held-for-Sale, principally at’estimated fair valué (includes $10,716 and $2 510 respectively, under the fair value option) ... .......0. .. L 15,178
Mortgage 10ans, NBt ... ...t e e [ 72,093
POHCY I0BNS . v v e i e e i i T o e e et e e Ean i e e e b e e e e e e e e e e 11,892
Real estate and real estate Jomt ventures (mcludes $15 and $10, respectwely, relating to- vanable interestentities) .............. ... 8,563
Other limited partnership interests (includes $259.and $298, respeciively, relating to variable interest entrnes) ..................... I 6,378
Short-term investments, principally at estimatea fair VAILE .. .. .. .. ottt et ) 17,310
Other invested assets, principally at esnmated fair value (Includes $98 and $1 04 respectively, relatlng to variable interest entities) ... ......... _ 23628
Total investments ... ..... T R O 511,426
Cash and cash equivalents, pr|n0|pa|ly at estimated fair vaiue (mcludes $176 and $69, respectnvely‘ relating to variable »nterest entmes) ......... 10,461
Accrued investment income (includes $16 and $34, respectively, relating to variable interestentities) ............ ..o L 4,344
Premiums, reinsurance and other receivables (includes $12 and $2, respectively, relating to variable interest entities) . .. ..................... 22,481
Defenred policy acquisition costs and value of DUSINESS GCAUINEA . . . ..ottt v et e e e e e e e e 27,971
GOOAWIIL .« o e e 11,985
Other assets (includes $5 and $6, respectively, relating to variable INterest entiIeS) . ... ...t v i 7,984
Assets of subsidianies Neld-for-8al8 . ... ... .o e -
SePArate GCOOUME ASSOLS & . 1 v .t vttt ettt e et et e e e e e e e e ‘203,023
Ot BSSES vt $799,625
Liabilities and Equity
Liabilities
FUtUre POCY DOMET S . o o o $184,252
Policyholder aCCOUNt DAIBNCES . . . et e 217,700
Other policy-related DalaNCES .. oot 15,509
Policyholder divVIAENdS PayabIE . .. ..o 774
Policyholder dividend OBlIGaLION . . . ... oo e 2,919
Payables for collateral under securities loaned and Other tranSaCtioNS . . . ... oo oottt e 33,716
BaNK GO DOSIS .+« .t e e 10,507
SO Ot . . o 686
Long-term debt (includes $3,068 and $6,902, respectively, at estimated fair value, relating to variable interest entities) ...................... 23,692
Collateral finANCING AITANGBMENTS . . . . . ittt e e e et e e et e e et e e e e e e e e e 4,647
Junior subordinated debt SECUMTES . . ... ..ottt e e 3,192
Curmrent INCOME taX PAYADIE . . . .. .ot e e 193
Deferred income tax llability . . ... .o e e 7,635
Other liabilities {includes $60 and $93, respectively, relating to variable interest entities; and $7,626 and $0, respectively, under the fair value
OO o e e e 30,914
Liabilities of subsidianies held-for-8ale ... ... ... —
Separate aCCoUNt IADIHIES . . . . . .o e e 203,023
TOtAHHADIHES .« oo e 739,349
Contingencies, Commitments and Guarantees (Note 16)
Redeemable noncontrolling interests in partially owned consolidated SUBSIJIBNES . .. ... ottt 105
Equity
MetlLife, Inc.'s stockholders’ equity;
Preferred stock, par value $0.01 per share; 200,000,000 Shares aUtNONZEO: . . oo\ v vttt e et ettt e e e

Preferred stock, 84,000,000 shares issued and outstanding; $2,100 aggregate liquidation preference . ....... ...t 1

Convertible preferred stock, 0 and 6,857,000 shares issued and outstanding at December 31, 2011 and 2010, respectively ... .......... —
Common stock, par value $0.01 per share; 3,000,000,000 shares authorized; 1,061,150,915 and 989,031,704 shares issued at

December 31, 2011 and 2010, respectively; 1,057,957,028 and 985,837,817 shares outstanding at December 31, 2011 and 2010,

OB Y L e e 11
AiIional Paid-In CaPIAL . . . ..o e 26,782
REtBINEA BaIMINGS . ottt e 27,289
Treasury stock, at cost; 3,193,887 shares at December 31, 2011 and 2010 . . .. oot (172
Accumulated other COmMPrehenSIVE INCOME (I0SS) . .+ ¢ v v vttt e e e e e e e e 5,886

Total MetLife, INC.'s StoCKNOIdErS’ BOUIY . . . . oottt e 59,797
NONCONETOIING OOt . . oo o o oo 374
Ot QOUILY o oo e e e 80,171
Total iabiliies @nd @AUILY . . . . . .o o e $799,625

See accompanying notes to the consolidated financial statements.

2010

$324,797
3,602

18,589

68,976
8321
62,207
11,761
8,030
6,416
9,384
15,430
460,306
12,967
4,328
19,799
27,002
11,781
8,174
3,331
183,138

- $730,906

$170,912
210,757
15,750
830
876
27,272
10,316
306
27,586
5,297
3,191
297
1,856

20,366
3,043
183,138

681,793

117

10
26,423
21,363

(172)
1.000
48,625
371
48,996
$730,906
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MetLife, Inc.

Consolidated Statements of Operations
For the Years Ended December 31, 2011, 2010 and 2009
(In millions, except per share data)

20115 2010 2009
Revenues o
PrEMIUMIS .. . v ot eet e e e e S - $36,361 $27,0711 $26,157
Universal life and investment-type product policy fees ... i 7,806 6,028 5197
Net investment income .. .........oovvvnn. (P 19,606 © 17,511 14,741
OB TBVENUBS .+ + « o e o v v e e e e e e e e e e 2,532 2,328 2,329
Net investment gains (I0SSES): « .« v vt ti )
Other-than-temporary impairments on fixed maturity securities . ................. oo 924). 682) (2,432)
Other-than-temporary impairments on fixed maturity securities transferred to other KR REY
comprehensive INCOME (I0SS) . v« vt v vttt (31) 212 939
Other net investment gains (I0SSES) .« « .+« v vttt e 88 62 (1,408)
Total net investment gains (J0SSES) . . . . i vttt '(‘867)‘" (408) (2,901)
Net dervative Gains (I0SSES) . . . . .« . v e et e ettt 4,824° __ (265) _ (4,866
TOtAI TEBVENUES o vttt ettt et e e 70,262 . 52,265 40,657
Expenses et
Policyholder benefits and Claims ... ... 35,457 29,185 28,003
Interest credited to policynolder accountbalances . ... o 5603: © 4,919 ~ - 4,845
Policynolder divIBNdS . . . ... oo 1446 | :1,485° 1,649
OET BXOENSES « « .+« v vttt et e e e 17,730 12,764 10,521
Totalexpenses .. ... v PP 60,236 . - 48,353 . 45,018
Income (loss) from continuing operations before provision for incometax ..................... 10,026 . = 3,912 (4,361)
Provision for income tax expense (benefit) . . ... ..o 3,075 1,165 . - (2,025)
Income (loss) from continuing operations, net of incometax . ... 6,951" 2,747 .* (2,336)
Income (loss) from discontinued operations, net of incometax ... - 20 39 __ 58
NELINCOME (J0SS) + v« vt e et e et et et e 6,971 2,786 " {2,278)
Less: Net income (loss) attributable to noncontroling interests ... (19) @ = (32
Net income (loss) attributable to MetLife, Inc. ... oo e 6,981 2,790 5 1(2,248)
Less: Preferred stock dividends .. o oo e e 122 122 122
Preferred stock redemption Dremium . .. ..o 146 - =
Net income (loss) available to MetLife, Inc.’s common shareholders .. ...t $ 6713. $ 2668 $(2,3689
Income (loss) from continuing operations, net of income tax, available to MetLife, Inc.'s common
shareholders per common share:
BaSIC o it e $ 632 $ 298 3 (296
DI © v e v vttt e e e e $ 627 $ 296 $ (2.9
Net income (loss) available to MetLife, Inc.’s common shareholders per common share: .
BaSIC .+ v e e $ 634. % 302 $ (289
3181 (= AR P $ 629 $§ 300 $_(2.89
Cash dividends declared per COMMON SNAIE . . ... oo vttt $ 074 $ 074 $ 074
See accompanying notes to the consolidated financial statements.
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Metlife, Inc.

Consolidated Statements of Cash Flows -
For the Years Ended December 31, 2011, 2010 and 2009
(In millions)

2011 2010 2009

Caéh flows frorr{ operating activities . R :
$ 69718 2,786 % (2,278)

NEEINCOME (I0SS) + « + « v« e ve e et e e [P

Adjustments to reconcile net income (toss) to net cash provided by operating activities:
Depreciation and amOrtiZation BXPENSES . .« « ..« « v v e rr o sre s 679 585 520
Amortization of premiums and accretion of discounts associated with Investments NEL .o @rry - (1,078) (967)
(Gains) losses on investments and derivatives and from sales of businesses, net ... oo (3,181) 854 7,715
(income) loss from equity method investments, net of dividends or distributions . . ... oo 315 48 1,279
Interest credited to policynolder account DaIANGCES ...« v v 5,603 4,925 4,852
Interest credited 10 DANK AEBPOSIES .« vttt et - -95'_ 137 163
Universal life and investment-type product policy fees .. ..o L (7,8006) 6,037) (6,218
Change in trading and Other SECUMIES .+ ..o v vt 648  (1,369) (1,152
Change in residential mortgage loans held-for-sale, Net ... ov e (4,530) (487) (800)
Change In Morgage SeMVICING MGNES . .+« v v e et (60) (165) (687)
Change in accrued INVESIMENEINCOME .+ ..o vvve et e e 525 (206) (110)
Change in premiums, reinsurance and other receivables ...« vvvv e 58 (1,023) (1,659)
Change in deferred policy aCQUISIHON COSES, NET . .. ..o vt (1,397) (641} (1,837)
Change in income tax recoverable (Dayable) . ... ..o 2,022 1,292 (2,614)
Changs N OtEr @SSELS . .« vt v et et et ettt et 2,360 1,948 (660)
Change in insurance-related liabilities and policy-related balances . ... ... 7,068 6,489 8,401
Change in Other IBIIIES . . .« .« v ettt 1,136 (315) 865
1 2 o o= S 261 163 (16)

Net cash provided by operating 8CtVIIES ...« T 10,290 - 7,996 3,803

Cash flows from investing activities
Sales, maturities and repayments of:

Fixed Maturity SSCUMHIES . . . vt e e e e e .. 104,302 86,529 - 64,428
quiify SEOUMHES + + o v v e e et e et et e et e e e e e e s e 2,006 1,371 2,545
MOMGAGE I0BNS - . ottt e e e e e P 13,486 . 6,361, 5769
Real estate and real estate JoINt VENTUrES . .. ..o v v e 1,206 322 43
Other limited PAMNEISIID IMIBIESIS .+« + 1« vt e et e ettt 1121 522 947
Purchases of:
Fixed MAIUIIY SEBCUIHES .+ v v vt (116,939) (100,713) (83,940)
EQUILY SBOUMHIES . . .+ o v oottt e e et e e (1,481) (©49) (1,986}
MOMGAGE 08NS .+ v+ ot vt e et et (14,604)  (8,967). - (4,692)
Real estate and real estate JOINT VBIMIUIBS . . . . oot e e e (1,534) (786) 579)
Other limited partnership INEBIESIS . .. ..ottt e e (1,147) (1,008) (803)
Cash received in connection with freestanding dervatives .. ... ... 2,815 1,814 '_8,292
Cash paid in connection with freestanding QEMVALIVES .+ o v ot ettt e (3.478) (2,548) (6,393)
Sales of businesses, net of cash and cash equivalents disposed of $54, $0 and $180, respectively .............. - 126 - - (50)
Sale Of INtEreSt N JOINE VBMEUIE .+« vt 265 - -
Disposal of subsidiary ............ T S ’ 4 - (19)
Purchases of businesses, net of cash and cash equivalents acquired of $70, $4,175 and $0, respectively ......... (163) (3,021) -
N&t Change iN PONCY I0BMS . . v v v e et (66) (225) (259)
Net change in Short-1erm INVBSIMENTS . .. . .« oot . (7,949) 3,033 5,634
Net change in other NVESIEA BSSEIS & o v vt vt vt e (36) 137, 1,388
ONET, DB v ettt e e e e e (169 (180) (160)
Net cash used in IMVesting ACHIVIIES .+« .+ ot $ (22,235)$ (18,314) $(13,935)

See accompanying notes to the consolidated financial statements.
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MetlL.ife, Inc.

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 .o IR $91,946 $ 74296 $77,517

WINOrawals ... (87,625) (69,739)  (79,799)
Net change in payables for collateral under securities loaned and other fransactions . .. .. ............ ... ... 6,444 3,076 (6,863)
Net change in bank deposits . . .. .. ..o ) 96 32) 3,164
Netchange in short-term debt . ... ..o 380 (606) (1,747)
Long-termdebtissued ... ... ... 1,346 5,090 2,961
Long-term debt repaid . . ... ..o (2,042) (1,081) (555)
Collateral financing arangementS ISSUBT . ..« ...ttt oo oo — — 105
Collateral financing arangementS repaidl . . ... ..ottt o2y = —
Cash received in connection with collateral financing arrangements . . ... ..o\ vv oo 100 — 775
Cash paid in connection with collateral financing amangements ... ...... oo oo 63) - (400)
Junior subordinated debt SeCUMtIes ISSUBT . . . ...ttt — — 500
Debtissuance costs ............. e e e e e m (14) (30)
Common stock issued, net Of ISSUANCE COSIS . . ..ot v e oo 2,050 - 3,529 -
StOCK OPHONS EXEICISBA .\ o v vt 88 52 8
Redemption of convertible prefermed SIOCK . ... ..ot (2,808) - —
Preferred stock redemption premium . ..o (146) - —
Common stock issued to settle stock forward Contracts . .......c.oooe - - 1,035
Dividends on preferred StOCK ... oot (122) (122) (122)
Dividends on COMMON SIOCK . .« .o oo oo oo e e e (787) (784) 610)
Other, MEL L 125 (304) (42)
Net cash provided by (used in) financing activities . .............. . o oo 9,382 13,381  _ (4,103)
Effect of change in foreign currency exchange rates on cash and cash equivalents balances ... .............. (22) (129 108
Change incashand cash eqQUIVAIBITS . . ... oot (2,585) 2,934 (14127)
Cash and cash equivalents, beginning of Year ............. .o oo 13,046 10,112 24,239
Cash and cash equivalents, end of year $10461 $ 13,046 $10,112
Cash and cash equivalents, subsidiaries held-for-sale, beginning of year ... $ 8 $ 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 . ......... ... ... $12,957 $ 10,024 $24,131
Cash and cash equivalents, from continuing operations, end of year $10461 $ 12,957 $10,024

Supplemental disclosures of cash flow information:
Net cash paid (received) during the year for:

INterest . . . $ 1565 $ 1489 $ 989
INCOME X . .\ $ 678 % 23 ¢ 397
Non-cash transactions during the year:
Business acquisitions:
ASSEIS aCqUINEd(T) . . oo $ 327 $125728 $ —
Liabiliies assumed(T) .. ..o 94) (109,3006) —
Redeemable and non-redeemable noncontrolling interests assumed . ..o oo — (130 —
Netassets aCqUIred . .. .. ..o 233 16,292 —
Cash paid, excluding transaction costs of $0, $88-and $0, reSPECtvel . ... ..o\ (233) (7,198) —
Other purchase price adiUSIMENTS . ..« ..o oot e — 98 —
SECUMHES ISSUBT ...t e e $ — % 9194 ¢ —
Remarketing of debt securities:
Fixed maturity securities redeemed ... .. ... $ - 9 - 3 32
Long-termdebtissued ... ... 3 - $ — $ 1,035
Junior subordinated debt securities redeemed . ... ... $ - 8 — $ 1,087
Purchase money mortgage loans on sales of real estate joint ventures .. .........vvoo $ - $ 2 9 93
Real estate and real estate joint ventures acquired in satisfaction of delbt .. .. ... ... o $ 292 % 93 § 211
Collateral financing arangements repaid . . ... ..ottt $ 148 @ — —

(1) The 2010 amounts include measurement period adjustments described in Note 2.

See accompanying notes to the consolidated financial statements,
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MetLife, Inc.

Notes to the Consolidated Financial Statements

1. Business, Basis of Presentation and Summary of Significant Accounting Policies

Business

"MetLife” or the “Company” refers to Metlife, Inc., a Delaware corporation incorporated in 1999, its subsidiaries and affiiates. MetLife is a 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 subsidieries 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. : :

MetlLife is organized into six segments: Insurance Products, Retirement ‘Products, ‘Corporate Benefit Funding and Auto & Home (collectively,
“U,S: Business”), and Japan and Other Intemational 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 (*VIEs”) for which the Company is the primary peneficiary. See “— Adoption of
New Accounting Pronouncements.” Closed block assets, liabilities, revenues and expenses are combined on a fine-by-fine pasis with the assets,
liabilities, revenues and expenses ouitside the closed block based on the nature of the particular item. See Note 10. Intercompany accounts and
transactions have been eliminated. ‘ )

On November 1, 2010 (the “Acquisition Date”), MetLife, Inc. completed the acquisition of American Life Insurance Company -(“American Life") from
AM . Holdings LLC (formerty known as ALICO Holdings LLO) {*AM Holdings”), a subsidiary of American Interational Group, Inc. (*AIG"), and Delaware
American Life Insurance Company (‘DelAm”) from AIG (American Life, together with DelAm, collectively, “ALICO”) (the “Acquiisition”). The Acquisition was
accounted for using the acquisition method of accounting. ALICO's fiscal year-end is November 30. Accordingly, the Company’s 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 2.

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.

Summary 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 amounits reported in the consolidated financial statements.

A description of critical estimates is incorporated within the discussion of the related accounting policies which follows. In applying these poiicies,
management makes 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 instrance and financial services industries; others are specific to the Company's business
and operations. Actual results could differ from these estimates.

Investments :
The accounting policies for the Company’s principal investments are as follows:

Fixed Matunity and Equity Securities.  The Company's fixed maturity and equity securities are classified as avaitable-for-sale and are reported
at their estimated fair value. .

Unrealized investment gains and losses on these securities are recorded as a separate component of other comprehensive income (loss),
net of policyholder-related amounts and deferred income taxes. All security transactions are recorded on a trade date basis. Investment gains
and losses on sales of securities are determined on a specific identification basis.

Interest income on fixed maturity securities is recorded when eamed 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 securites 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 undertying 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 management's knowledge
of the curent market. For credit-sensitive mortgage-backed and ABS and certain prepayment-sensitive securities, the effective yield is
recalculated on-a prospective basis. For all other mortgage-backed and ABS, the effective yield is recalculated on a retrospective basis.

The Company periodically evaluates fixed maturity and equity securities for impairment. The assessment of whether impaiments have
oceurred is based on management's case-by-case evaluation of the underlying reasons for the decline in estimated fair value. The Company’s
review of its fixed maturity and equity securities for impairments includes an analysis of the total gross unrealized losses by three categories of
severity and/or age of the gross unrealized loss, as summarized in Note 3 “— Aging of Gross Unrealized Loss and OTT! Loss for Fixed Maturity
and Equity Securities Available-for-Sale.”

Management considers a wide range of factors about the security issuer and uses fts best judgment in evaluating the cause of the decline in
the estimated fair value of the security and in assessing the prospects for near-term recovery. Inherent in management's evaluation of the security
are assumptions and estimates about the operations of the issuer and its future earings potential. Considerations used by the Company in the
impairment evaluation process include, but are not limited to: (i) the length of time and the extent to which the estimated fair value has been
below cost or amortized cost: (i) the potential for impairments of securities when the issuer is experiencing significant financial difficulties; (i) the
potential for- impaiments in an -entire industry sector or sub-sector; (v) the potential for impairments in certain economically depressed
geographic locations; (v) the potential for impaiments of securities where the issuer, series of issuers or industry has suffered a 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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Metlife, Inc.

Notes to the Consolidated Financial Statements — (Continued)

likely than not be required to sell a particular security before the decline in estimated fair value below amortized cost recovers; (vii) 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 a particular security; and the payment
priority within the tranche structure of the security; and {vii) 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 ("OTTI") is recognized in eamings when it is
anticipated that the amortized cost will not be recovered. In such situations, the OTTI recognized in eamings is the entire difference between the
fixed maturity security's amortized cost and its estimated fair value only when either: (i) the Company has the intent to sell the fixed maturity
security; or (i) 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 OTTlin earmnings (“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 OTTl related to other-
than credit factors ('noncredit loss”) is recorded in other comprehensive income (1oss). Adjustments are not made for subsequent recoveries in
value, ’ '

With respect to equity securities, the Company considers in its OTTI analysis its intent and ability to hold a particular equity security for a
period of time sufficient to allow for the recovery of its estimated fair value to an amount equal to or greater than cost. If a 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 wil
be deemed other-than-temporarily impaired in the period that the sale decision was made and an OTTI loss will be recorded in eamings. When
an OTTl loss has occurred, the OTTI loss is the entire difference between the equity security's cost and its estimated fair value with a
corresponding charge to eamings. '

Upon acquisition, the Company classifies perpetual securities that have attributés 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 1 capital” and perpetual
deferrable securtties, or “Upper Tier 2 capital”). With respect to perpetual hybrid securities, the Company.considers in its QTTI analysis. whether
there has been any deterioration in credit of the issuer and the likelinood of recovery in value of the securities that are in a 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 OTTI loss has occurred, the OTTI loss is the entire difference between the perpetual hybrid
security's cost and its estimated fair value with a corresponding charge to eamings.

The Company's 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 a 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.

(i) When determining the collectability and the period over which value is expected to recover, the Company applies the same
considerations wtiized 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 management's best estimates of likely scenario-based
outcomes after giving consideration to a 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 security's position within the capital structure of the issuer; possible corporate restructurings or asset sales by the issuer; and
changes 1o the rating of the security or the issuer by rating agencies.

(i)  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 securiies ("CMBS") and ABS. These additional factors for
structured securities include, but are not fimited to: the quality of underlying collateral; expected prepayment speeds; curent and
forecasted loss severtty; consideration of the payment terms of the underlying assets backing a 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 a recovery value-other than estimated fair
value, management considers in the determination of recovery value the same considerations utilized in its overall impaiment evaluation
process as described in (i) above, as well as private and public sector programs to restructure foreign govemment securities.

The cost or amortized cost of fixed maturity and equity securities is adjusted for OTTI 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 OTT! on a 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 a prospective manner based on the amount and
timing of estimated future cash flows.

Trading and Other Securities. Trading and other securiies 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 secrities held-for-investrment by the general account to support asset and liability matching strategies for
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certain insurance products. FVO Securities also include contractholder-directed investments supporting unit-inked variable annuity type ligbilities
which do not qualify for presentation and reporting as separate account summary total assets and liabilities. These: investments are primarily
mutual funds and, to a lesser extent, fixed maturity and equity securities, short-term investments and cash and cash equivalents. The investment
retumns on these investments inure to .contractholders and are offset by a coresponding change inpolicyholder account balances (‘PABS’)
through interest credited to policyholder account balances. Changes in estimated fair value of these securiies 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). VO Securities also include securities held by consolidated securitization entities. (“CSEs") 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. : :

Securtties 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 a 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 a 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 a 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, agricuttural, 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 CSEs that were consolidated by the Company on January 1, 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).

Cormmercial, 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 loan's contractual interest rate. Amortization of premiums and discounts is recorded using
the effective yield method. Interest income, amortization of premiums and discounts and prepayment fees are reported in net investment
income. Interest ceases 1o accrue when collection of interest is not considered probable-and/or when interest or principal payments are past
due as foliows: commercial — 60 days; and agricultural and residential — 90 days, unless, in the case of a residential.loan, it is both well-
secured and in the process of collection. When a 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 foans are recorded in accordance with the loan
agreement as a reduction of. principal and/or interest income. Charge-offs occur upon the realization of -a credit loss, typically through
foreclosure or after a decision is made to sell a loan, or for residential loans when; after considering the individual consumer’s financial status,
management believes that uncollectability is other-than-temporary. Gain or loss upon charge-off is recorded, net of previously established
valuation allowances, in net investment gains (losses). Cash recoveries on-principal amounts previously charged-off are generally recorded as
an increase to the valuation allowance, unless the valuation allowance adequately provides for expected credit losses; then the recovery is
recorded in net investment gains (osses). Gains and losses from sales of loans and increases or decreases to valuation allowances are
recorded in net investment gains (losses). Co

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 a loan over either (i) the present value of expected future
cash flows discounted at the loan's original effective interest rate, (i) the estimated fair value of the loan’s underlying collateral if the loan is in
the process of foreclosure or otherwise collateral dependent, or (i) the loan's observable market price. A common evaluation framework is
used for establishing non-specific valuation allowances for all loan portfolio segments; however, a separate non-specific valuation allowance
is calculated and maintained for each loan portfolio segment that is based on inputs unigue to each loan portfolio segment. Non-specific
valuation allowances are established for pools of loans with similar risk characteristics where a property-specific or market-specific risk has
not been identified, but for which the Company expects to incur a credit loss. These evaluations are based upon several loan portfolio
segment-specific factors, including the Company’s 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 agricuitural 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 a 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 agricuttural mortgage loans, ten years of historical experience is used
which captures a 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 a change in the number-of higher
rsk loans. For.commercial and agricuttural-mortgage loans, on a 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 loss reflect current market
conditions, with expected frequency adjusted, when appropriate, for differences from market conditions and the Company’s 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 rol, lease rollover analysis, property inspections, market analysis, estimated valuations of the
underlying 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
delinguent, 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 a focus on higher risk loans, including reviews on a geographic and
property-type basis. Higher risk commercial and agricultural loans are reviewed individually on an ongoeing 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 a pool basis by aggregating groups of loans that have similar risk characteristics for. potential credit loss, and
non-specific vaiuation allowances are established as described above using inputs that are unique to each segment of the loan portfolio.

For commercial loans, the Company’s primary credit quality indicator is the debt service coverage ratio, which compares a property’s net
operating income to amounts needed to service the principal and interest due under the loan. Generally, the lower the debt senvice coverage
ratio, the higher the risk of experiencing a 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. A loan-to-value
ratio greater than 100% indicates that the loan’s unpaid principal balance is greater than the collateral value. A loan-to-value ratio of less than
100% indicates an excess of collateral value over the loan's unpaid principal balance. Generally, the higher the loan-to-value ratio, the higher
the risk of experiencing a credit loss. The debt service coverage ratio and loan-to-value ratio, as well as the values utilized in caleulating these
ratios, are updated annually, on a rolling basis, with a portion of the loan portfolio updated each quarter.

For agricultural loans; the Company’s 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 Company's residential loan portfolic 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 homogenecus loans that are collectively
evaluated for impairment. Non-specific valuation allowances are established using the evaluation framework described above for pools of
loans with similar risk characteristics from inputs that are unique to the residential segment of the loan portfolio. Loan specific valuation
allowances are only established on residential loans when they have been restructured and are established using the methodology described
above for all loan portfolio segments.

For residential loans, the Company's primary credit quality indicator is whether the loan is performing or non-performing. The Company
generelly defines non-performing residential loans as those that are 90 or more days past due and/or in non-accrual status. The
determination of performing or non-performing status is assessed monthly. Generally, non-performing residential loans have a higher risk of

* experiencing a credit loss.

" Mortgage Loans Modified in a Troubled Debt Restructuring. For a 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 rate lower than current market interest rates and/or a 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, a specific valuation allowance
may have been recorded prior to the quarter when the mortgage loan is modified in a troubled debt restructuring. Accordingly, the carrying value

“(after specific valuation allowance) before and after modification through a 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 categories 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
fransfer 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).

Securttized 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 qualify 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 Company’s economic exposure is generally fimited 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 eamned in net investment
income using the contractually agreed upon interest rate. Generally, interest is capitalized on the policy's anniversary date. Valuation allowances
are not established for poficy 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 prior to settlement of the policy.

Real Estate. Real estate held-for-investment, including related improvements, is stated at cost less accumulated depreciation. Depreciation
is provided on a straight-line basis over the estimated useful life of the asset (typically 20 to 55 years). Rental income s recognized on a straight-
line basis over the term of the respective leases. The Company. classifies a property as held-for-sale if it commits to a plan to sell a property
within one year and actively markets the property in its current condition for a price that is reasonable in comparison to its estimated fair value.
The Company classifies the results of operations and the gain.or loss on sale of a property that either has been disposed of or classified as
held-for-sale as discontinued operations, if the ongoing operations of the property will be eliminated from the ongoing operations of the Company
and if the Company will not have any significant continuing involvement in the operations of the property after the sale. Real estate held-for-sale 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 impaiment 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 a 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 a minor ownership interest or more than a minor influence over the joint venture's or partnership’s operations, but
does not have a controling interest ‘and is not the primary beneficiary. The equity method is also used for such investments in which the
Company has more than a minor influence or more than a 20% interest. Generally, the Company records its share of eamnings using a 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 Company's 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 a minor equity investment and
virtually no influence over the joint venture's or the partnership’s 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 fimited parinership
interests accounted for under the cost method and equity in eamings 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 OTT! when the carrying value of real estate joint ventures and other limited
partnership interests exceeds the net asset value ("NAV"), 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 investess, the Company considers financial and
other information provided by the investee, other known information and inherent risks in the underlying investments, as well as future capital
commitments, in determining whether an impairment has occurred. When an OTTl is deemed to have occurred, the Company records a 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 lease’s estimated rate of retum to the net investment in the lease. The Company regularly reviews residual values and impairs them to
expected values.

Joint venture investments represent the Company's 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.

MSRs are measured at estimated fair value and are either acquired or are generated from the sale of originated residential mortgage loans
where the servicing rights are retained by the Company. Changes in estimated fair value of MSRs are reported in other revenues in the period in
which the change occurs.

Funds withheld represent a 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 Company’s investments are exposed to four primary sources of risk: credit, interest rate, liquidity risk, and
market valuation. The financial statement risks, stemming from such investment risks, are those associated with the determination of estimated fair
values, the diminished ability to sell certain investments in times of strained market conditions, the recognition of impairments, the recognition of income
on certain investments and the potential consolidation of VIEs. The use of different methodologies, assumptions and inputs relating to these financiel
statement risks may have a material effect on the amounts presented within the consolidated financial statements.

When available, the estimated fair value of the Company’s 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 Company’s 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 Valug” below and in Note 5. Such estimated fair values. are based on available market information and
management's judgments about financial instruments. The observable and unobservable inputs used in the standard market valuation methodologies
are described in Note 5. )
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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 guotations 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 interal models.

The estimated fair value of MSRs is principally determined through the use of internal drsoounted cash flow models which utilize various valuation
inputs -and assumptions which are described in Note 5. The use of different valuation assumptions and |nputs as well as assumptions relating to the
collection of expected cash flows, may have a material effect on the estimated fair vaiues of MSRs.

Financial markets are susceptible to severe events evidenced by rapid depreciation in asset values accompanied by a reduction in asset liquidity.
The Company's 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 sécurities.

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 Company’s pericdic 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 eamed.

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 consclidates those VIES for
which it is deemed to be the primary beneficiary.

The accounting guidance for the determination of when an entity is a VIE and when to consolidate a VIE is complex and requires significant
management judgment. The determination of the VIE's primary beneficiary requires an evaluation of the contractual and implied rights and obligations
associated with each party's relationship with or involvernent in the entity, an estimate of the entity’s expected losses and expected residual retums and
the allocation of such estimates to-each party invoived in the entity. The Company generally uses a 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 a risks and rewards mode! and is
defined- as the entity that will absorb a majority of a VIE's expected losses; receive a majority of a VIE's expected residual retums if no single entity
absorbs a majority of expected losses, or both. The Comparny reassesses its involvement with VIEs on a quarterly basis. The use of different
methodologies, assumptions and inputs in the determination of the primary beneficiary could have a 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 {("OTC") market. The Company uses a varigty of derivatives,
including swaps, forwards, futures and option contracts, to manage various risks relating to its ongoing business operations. To a lesser extent, the
Company uses credit derivatives, such as credit default swaps, to synthetically replicate investment risks and returns which are not readily available in
the cash market. The Company also purchases certain securities, issues certain insurance policies and investment contracts and engages in certain
reinsurance agreements that have embedded derivatives. )

Freestanding derivatives are carried in the Company's consolidated balance sheets sither 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, volatifity, liquidity and
changes in estimates and assumptions used in the pricing modéls.

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 liabiltties.

The Company does not offset the fair value amounts recogriized for derivatives executed with the same counterparty under the same master netting
agreement.

If a derivative is not designated as an accounting hedge or its use in managing risk does not qualify for hedge accounting, changes in the estimated
fair value of the derivative are generally reported in net derivative gains (losses) except for those (i) in policyholder benefits and claims for economic
hedges of variable annuity guarantees included in future policy benefits; (i) in net investment income for (4 (&) economic hedges of equity method
investments in joint ventures, (b) all derivatives held in relation to the trading portfolios, and (¢ (©) derivatives held within contractholder-directed unit-linked
investments; (i) in other revenues for derivatives held in connection with the Company’s mortgage banking activities; and (iv) in other expenses for
economic hedges of foreign currency exposure related to the Company’s 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 qualify for hedge accounting, at the inception of the hedging relat|onsh|p 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 () a hedge of the estimated fair value of a recognized
asset or liability (‘fair value hedge”); (i} a hedge of a forecasted transaction or of the variability of cash flows to be received or paid related to a
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recognized asset or liability (‘cash flow hedge"); or (ii) a hedge of a net investment in a foreign operation. In this documentation, the Company sets forth
how the hedging instrument is expected to hedge the designated risks related to the hedged item and sets forth the method that will be used 1o
retrospectively and prospectively assess the hedging instrument's effectiveness and. the method which will be used to measure ineffectiveness. A
derivative designated as a hedging instrument must be assessed as being highly effective in offsetting the designated risk of the hedged ftem. Hedge
effectiveness is formally assessed at inception and pericdically throughout the fife 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 a
material effect on the amount reported in net income. .

The accounting for derivatives is complex and interpretations of the primary accounting guidance continue to evolve in practice. Judgment is applied
in determining the availability and application of hedge accounting designations and the - appropriate accounting treatment under such accounting
guidance. If it was determined that hedge accounting designations were not appropriately applied, reported net income could be materially affected.

Under a fair value hedge, changes in the estimated fair value of the hedging derivative, including amounts measured as ineffectiveness, and
changes in the estimated fair valug 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. o

Under a cash flow hedge, changes in the estimated fair value of the hedging derivative measured as effective are reported within other
comprehensive income (loss), a separate component of ‘stockholders’ equity and the deferred gains or losses on the de_rivative" are reclassified into the
consolidated staternent of operations when the Company's eamings 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 values of
the hedging derivatives are exclusive of any accruals that are separately reported in the consolidated statément of operations within interest income or
interest expense to match the location of the hedged item. .

In'a hedge of a net investment in a 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 tranglation 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: {i it is determined that the derivative is no fonger highly effective in offsetting
changes in the estimated fair value or cash flows of a hedged item; (i) the derivative expires, is sold, terminated, or exercised:; (iif) it is no fonger probable
that the hedged forecasted transaction wilt oceur; or (iv) the derivative is de-designated as a hedging instrument. :

When hedge accounting is discontinued because it is determined that the derivative is not highly effective in offsetting changes in the estimated fair
value or cash flows of a 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 a 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 stil 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 Company's eamings are affected by the variability in cash fiows 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 carried in the consolidated balance sheets at its estimated fair value, with changes in estimated
fair value recognized currently in net derivative gains (losses). Deferred gains and losses of a derivative recorded in other comprehensive income (loss)
pursuant to the discontinued cash flow hedge of a 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 consoclidated 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 clearty and closely related to the economic characteristics of
the host contract, and that a separate instrument with the same terms would .qualify as a derivative instrument, the embedded derivative is bifurcated
from the host contract and accounted for as a freestanding derivative. Such embedded derivatives are carried in the consolidated balance sheets at
estimated fair value with the host contract and changes in their estimated fair value are generally reported in net derivative gains (losses) except for those
in policyholder benefits and claims related to ceded reinsurance of guaranteed minimum income benefits (‘\GMIB’). If the Company is unable to properly
identify and measure an embedded derivative for separation from its host contract, the entire contract is carried on the balance sheet at estimated fair
value, with changes in estimated fair value recognized in the current period in net investment gains. (losses) or net investment income. Additionally, the
Company may elect to carry an entire contract on the balance sheet at estimated fair value, with changes in estimated fair value recognized in the
current period in net investrment gains (losses) or net investment income if that contract contains an embedded derivative that requires bifurcation.

Fair Value
As described below, certain assets and liabilities are measured at estimated fair value in the Company's 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 a liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly fransaction between market participants on the measurement date. In most cases, the exit price and the trarisaction (or entry) price will be the
same at initial recognition. .

Subseqguent 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 requiring 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, (i) the income approach, and (i) the cost approach. The
Company determines the most appropriate 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 a three-level hierarchy, based on
the significant input with the lowest level in its valuation. The input levels are as follows:

Level T Unadjusted quoted prices in active markets for identical assets or liabilities. The Company defines active markets based on average trading
volume for equity securities. The size of the bid/ask spread is used as an indicator of market activity for fixed maturity securities.

Level 2 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 1, quoted prices in markets that are not active, or other significant
inputs that are cbservable or can be derived principally from or corroborated by observable market data for substantially the full term of the
assets or liabilities.

Level 8 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 entity’s own assumptlons about the assumptions that market participants would use in pricing the
asset or liapility.

Cash and Cash Equivalents _ ‘
The Company considers all highly liquid securities 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 bilion 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 $1561 million for the years ended December 31, 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 intemal-use computer software during the application development stage, are capitalized. Such costs are
amortized generally over a four-year period using the straight-line method. The cost basis of computer software was $2.2 bilion and $2.0 billion at
December 31, 2011 and 2010, respectively. Accumulated amortization of capitalized software was $1.5 bilion and $1.4 bilion at December 31, 2011
and 2010, respectively. Related amortization expense was $217 million, $1 89 million and $171 milion 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 a 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 dstermined projections, by each block of
business, of future policy and contract charges, premiums, mortality and morbidity, separate account performance, surrenders, operating expenses,
investment retumns, 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 busmess 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 eamed premium over-the applicable contract term.

The Company amortizes DAC and VOBA on life insurance, accident arid health and investment-type contracts in propomon o 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-medicat health insurance, and accident and heaith 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 poficy and assumptions for mortality, morbidity, persistency and investment returns at policy issuance, or
policy acquiisition (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 a 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 retums, 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 retums, 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 a 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 a current period charge to eamings. 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 a current period charge to eamings. The opposite resuit 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 retums in excess of the amounts credited to
policynolders, 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. retums,
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 a cumulative charge or credit to current operations. When actual
gross profits exceed those previously estimated, the DAC and VOBA amortization will increase, resulting in-a current period charge to eamings. 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 a 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 biock of business to determine the recoverability of DAC and VOBA balances.

Separate account rates of retum 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. Retuns that are higher than the
Company's long-term expectation produce higher account balances, which increases the Company’s future fee expectations and decreases future
benefit payment expectations on minimum death and living benefit guarantees; resutting in-higher expected future gross profits. The opposite result
occurs when retums are lower than the Company’s long-term expectation. The Company's practice to determine the impact of gross profits resulting
from returns on separate accounts assumes that long-term appreciation in equity markets is not changed by short-term market fluctuations, but is only
changed when sustained interim deviations are expected. The Company monitors these events and only changes the assumption when its long-term
expectation changes.

The Company also periodically reviews other long-term assumptions underlying the projections of estimated gross margins and profits. These
include investment retumns, policyholder dividend scales, interest crediting rates, mortality, persistency and expenses to-administer business.
Management annually updates assumptions used in the caloulation 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 eamings. The opposite result occurs when the assumption update causes expected future gross marging and profits to decrease.

Periodically, the Company modifies product benefits, features, rights or coverages that occur by the exchange of a contract for a new contract, or by
amendment, endorsement, or rider to a contract, or by election or coverage within a contract. If such modification, referred to as an intemal
replacement, substantially changes the contract, the associated DAC or VOBA is written off immediately through income and any new deferrable costs
associated with the replacement contract are deferred. If the modification does not substantially change the contract, the DAC or VOBA amortization on
the original contract wilt 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: (i) the policyholder receives a bonus
whereby the policyholder's initial account balance is increased by an amount equal to a specified percentage of the customer's deposit; and {ji) the
policyholder receives a higher interest rate using a dollar cost averaging method than would have been received based on the normal general account
interest rate credited. The Company defers sales inducements and amortizes them over the life of the policy using the same methodology and
assumptions used to amortize DAC. The amortization of sales inducements is included in policyholder bensfits and claims. Each year, or more
frequently if circumstances indicate a potentially significant recoverability issue exists, the Company reviews the deferred sales inducements to
determine the recoverability of these balances. :

Value of Distribution Agreements and Customer Relationships Acquired

Value of distribution agreements 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 a 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 assdciated 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 a potentially significant recoverability issue exists, the Company reviews VODA and VOCRA to determine the recoverability of
these balances.

Gooadwill
Goodwill is the excess of cost over the estimated fair value of net assets acauired 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 impaimment at feast 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 a business acquisition is not tested for impaimment during the year the business is acquired unless there is a 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. A
reporting unit is the operating segment or a business one level below the operating segment, if discrete financial information is prepared and regularly
reviewed by management at that level. For purposes of goodwill impairment-testing, a significant portion of goodwill within Corporate & Other is allocated
to reporting units within the Company's segments.

For purposes of goodwill impairment testing, if the carrying value of a reporting unit exceeds its estimated fair value, there might be an indication of
impairment. In such instances, the implied fair value of the goodwill is determined in the same manner as the amount of goodwill that would be
determined in-a business acquisition. The. excess of the carying value of goodwill over the implied fair value of goodwil would be recognized as an
impairment and recorded as a charge against net income.

In- performing the Company’s goodwill impairment tests, the estimated fair values of the reporting units are first determined using a market multiple
approach. When further corroboration is required, the Company uses a discounted cash flow approach. For reporting units which are particularty
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
eamnings, 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 Company's 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 management's reasonable
expectation regarding future developments. These estimates and the judgments and assumptions upon which the estimates are based will, in all
likelihood, differ in sormne respects from actual future results. Declines in the estimated fair value of the Company's reporting units could result in goodwill
impaiments in future periods which could materially. adversely affect the Company’s 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 Company’s reporting units to
assess whether any goodwill impairment exists. Deteriorating or adverse market conditions for certain reporting units may have a significant impact on
the estimated fair value of these reporting units and could result in future impairments of goodwill.

See Note 7 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, disabifity
terminations, investment retumns, 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. Utlizing these assumptions, liabilities are established on a 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 inciude a provision for adverse deviation.

Premium deficiency reserves may also be established for short duration contracts to-provide for expected fulure 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
a 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 (i) net level premium reserves for death
and endowment policy benefits (calculated based upon the non-forfeiture interest rate, ranging from 3% to 7% for domestic business and 1% to 18% for
intemational business, and mortality rates guaranteed in calculating the cash surrender values described in such contracts); and {ii)- the liability for
terminal dividends for domestic business.

Participating business represented approximately 6% of the Company’s 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 Company's experience when the basis of the liability is established. Interest rate assumptions for the aggregate future policy benefit liabilities
range from 2% to 10% for domestic business and 1% to 14% for intemational businéss.

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 liabiities 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 a margin for adverse deviation. Interest rate assumptions used
in establishing such liabilities range from 4% t0.7%.

Future policy benefit liabiiities 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 intemational 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 settied and claims incurred but not reported on life and non-medical health insurance. Liabilities for unpaid claims are
estimated based upon the Company's historical experience and other actuarial assumptions that consider the effects of current developments,
anticipated trends and risk management programs, reduced for anticipated salvage and subrogation. The effects of changes in such estimated liabilities
areincluded 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 ligbiities 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 & Poor's (“S&P”) experience of the appropriate underlying equity index, such as the S&P 500 Index. The bengfits
used in calculating the liabilities are based on the average benefits payable over a 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 fiabilities for future policy benefits and compares them with its actual experience. Differences
between aciual experience and the assumptions used in pricing these policies and guarantess, 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. :

PABs relate to investment-type contracts, universal life-type policies and certain guaranteed minimum benefits. Investment-type contracts principally
include traditional individual fixed annities in the accumulation phase and non-variable group annuity contracts. PABs for these contracts are equal to:
(i) policy account values, which congist of an accumulation of gross premium payments and investment performance; (i) credited interest, ranging from
19% to 13% for domestic business and 1% to 14% for international business, less expenses, mortality charges and withdrawals; and (i} fair vaiue
adjustments relating to business combinations.

Variable Annuity Guaranteed Minimurn Benefits

The Company issues, directly and through assumed reinsurance, certain variable annuity products with guaranteed minimum benefits that provide
the policyholder a minimum retum based on their intial depostt (i.e., the benefit base) less withdrawals. In some cases the benefit base may be
increased by additional deposits, bonus amounts, accruais or optional market value resets. These guarantees are accounted for as insurance ligbilities
or as embedded derivatives depending on how and when the benefit is paid. Specifically, a guarantee is accounted for as an embedded derivative if a
guarantee is paid without requiring (i) the occurrence of specific-insurable. event, or {i)-the policyholder to annuitize. Alternatively, a guarantee is
accounted for as an insurance liability if the guarantee is paid only upon either (i) the occurrence of a specific insurable event, or (i) annuitization. In
certain cases, a guarantee may have elements of both an insurance liability and an embedded derivative and in such cases the guarantee is accounted
for under a spiit of the two models.

These guarantees include: .

+ Guaranteed minimum death benefit (‘GMDB") that guarantees the contractholder-a retum 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 a specified period of time determined at the time of issuance of the variable annuity contract, with a
minimum accumulation of their purchase payments, even if the account value is reduced to zero, that can be annuitized to receive a monthly
income stream that is not less than a specified amount. Certain of these contracts also provide for a guaranteed Jump. sum retumn of purchase
premium in lieu of the annuitization benefit.

« Guaranteed minimum withdrawal benefits ({GMWB") that guarantee the contractholder a retum of their purchase payment via partial withdrawals,
even if the account value is reduced to zero, provided that the contractholder's cumuiative withdrawals in a contract year do not exceed a certain
fimit. Certain of these contacts include guaranteed withdrawals that are life contingent. .

« Guaranteed minimum accumulation benefits (‘GMAB") that provide the contractholder, after a specified period of time determined at the time of
issuance of the variable annuity contract, with a minimurm 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. Theseg ligbilities 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 uséd in estimating the
GMDR 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 S&P
500 Index. The benefit assumptions used in calculating the liabilities are based on the average benefits payable over a range of scenarios.

GMB 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 settlenent features that result in a 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 a 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 concemning policyholder behavior. A risk neutral valuation methodology is used under which the cash flows from the guarantees are
projected under multiple capital market scenarios using observable risk frée rates. The valuation of these embedded derivatives also includes an
adjustment for the Company's nonperformance risk and risk margins related to non-capital market inputs. The nonperformance adjustment, which is
captured as a 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 avattable 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 abillity 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 a 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 volatiity 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, a
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 a 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 policy-related balances include policy and contract claims; uneared revenue liabilities, premiums received in advance, negative VOBA,
policyhoider 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 liabiiity for these claims is based on the Company's estimated uitimate cost of settling
all claims. The Company derives estimates for the development of ‘incurred but not reported claims principally from actuarial analyses of historical
pattems of claims and claims development for each line of business. The methods used to determine these estimates are continually reviewed.
Adjustments resulting from this continuous review process and differences between estimates and payments for claims are recognized in policyholder
benefits and claims expense in the period in which the estimates are changed or payments are made.

The unearned revenue liability relates to universal life-type and investment-type products and represents policy charges for services to be provided in
future periods. The charges are deferred as uneamed revenue and amortized using the product’s estimated gross profits and margins, similar to DAC.
Such amortization is recorded in universal life and investment-type product policy fees.

The Company accounts for the prepayment of premiums on its 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 valug of assumed in-force
insurance policy liabilities, resuting 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 fiability usually expressed in terms of insurance in-force or account value. Such
amortization is recorded as a 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 a significantly shorter period than the period over which benefits are provided, any
excess profit is deferred and recognized into operations in a constant relationship to insurance in-force or, for annuities, the amount of expected future
policy benefit payments. ' i

Premiums related to short-duration non-medical health and disability, accident and health, and certain credit life insurance contracts are recognized
on a pro rata basis over the applicable contract term. )
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Deposits related to universal fife-type and investment-type products are credited to PABs. Revenues from such contracts consist of amounts
assessed against PABs for mortality, policy administration and surrender charges and are recorded in universal fife 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 PABSs. :

Premiums related to property.-and casualty contracts are recognized as:revenue on a pro rata basis over the applicable contract term. Unearned
premiums, representing the portion of premium written relating to the unexpired coverage, are 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

senvice 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 ("COLI"). Under certain COLI 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 a reduction of the account vaiue.

Policyholder Dividends .
Policyholder dividends are approved annually by the insurance subsidiaries’ boards of directors. The aggregate amount of policynolder dividends is
related to actual interest, mortality, morbidity and-expense experience for the year, as well as management’s judgment as to the appropriate level of
statutory surplus to be retained by the insurance subsidiaries.

Income Taxes

MetLife, Inc. and its includable life insurance and non-life insurance subsidiaries file a consolidated U.S; federal income tax retum in accordance with
the provisions of the Intermal Revenue Code of 1986, as amended (the “Code”). Non-includable subsidiaries file either separate individual corporate tax
retumns or separate consolidated tax retuns.

The Company’s accounting for income taxes represents management’s best estimate of various events and transactions.

Deferred tax assets and liabilities resulting from temporary differences between the financial reporting and tax bases of assets and liabiliies 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
Acauisition. 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 a 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 alowances 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 management’s 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 detemination, consideration is given to, among other things, the following:

() future taxable income exclusive of reversing temporary differences and carmyforwards;
(i) future reversals of existing taxable temporary differences;

(i) 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 a tax position will be sustained upon examination by the appropriate taxing
authorities before any part of the benefit-can be recorded in the financial statements. A tax position is measured at the largest amount of benefit that is
greater than 50% likely of being realized upon settiement. Unrecognized tax benefits due to tax uncertainties that do not meet the threshold are included
within other liabilities and are charged.to eamings in the period that such determination is made.

The Company classifies interest recognized as interest expense and penalties recognized as a component of income tax.

Reinsurance

The Company enters into reinsurance agreements primarily as a purchaser of reinsurance for its various insurance products and also as a provider of
reinsurance for some insurance products issued by third parties.

For each of its reinsurance agreements, the Company determines whether the agreement provides indemnffication against loss or fiability relating to
insurance risk in accordance with applicable accounting standards. The Company reviews all contractual features, particularly those that may limit the
amount of insurance risk to which the reinsurer is subject or features that delay the timely reimbursement of claims.

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 a component of other expenses on
a basis consistent with the way the acquisition costs on the underlying reinsured contracts would be recognized. Subsequent amounts paid (received)
on the reinsurance of in-force blocks, as well as amounts paid (received) related to new business, are recorded as ceded (assumed) premiums and
ceded (assumed) future policy benefit liabilities are established.
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For prospective reinsurance of short-duration contracts that meet the “criteria for reinsurance accounting, amounts paid (received) are recorded as
ceded (assumed) premiums and ceded (assumed) unearned premiums and are reflected as a component of premiums, reinsurance and - other
receivables (future policy benefits). Such amounts are amortized through eamed 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 a loss. Any gains on'such
refroactive 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 liabiliies, 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 a 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. v,

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 a reinsurance agreement does not expose the reinsurer to a reasonable possibility of a 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, corisistent 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 performance of the underlying
business and the potential impact of counterparty credit risks. The Company periodically reviews actual and anticipated experience compared to the
aforementioned assumptions used to establish assets and liabilities relating to ceded and assumed reinsurance and evaluates the financial strength of
counterparties to its reinsurance agreements using criteria similar to that evaluated in the security impairment process discussed previously.

Cessions under reinsurance agreements do not discharge the Company’s obligations as the primary. 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 postretirement benefit plans comrespond with the fiscal year ends of sponsoring Subsidiaries, which are December 31 for
U.S. Subsidiaries and November 30 for most foreign Subsidiaries.

The U.S. pension benefits are provided utilizing either a 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 a percentage of eligible pay, as well as eamnings 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
sither upon years of credited service and eamings preceding retirement or on points eamed on job grades and other factors related to years of service.

The Subsidiaries also provide certain postermployment 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 a portion of the total cost of postretirement medical benefits. Employees hired after 2003 are
not eligible for any employer subsidy for postretirement medical benefits. :

The projected pension benefit obligation (“PBO") is defined as the actuarially calculated present value of vested and non-vested pension benefits
accrued based on future salary levels. The accumulated pension benefit obligation {("ABO") is the actuarial present value of vested and non-vested
pension bengfits accrued based on current salary levels. Obligations, both PBO and ABO, of the defined benefit pension plans are determined using a
varlety 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 postretirerment benefits expected to
be paid after retirement to employees and their dependents and is used in measuring the periodic postretirement benefit expense. The accumulated
postretirement plan benefit obligations (*APBO") represent the actuarial present value of future othér postretirement benefits attributed to employee
services rendered through a particular date and is the valuation basis upon which liabilities are established. The APBO is determined using a 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 (j0ss).

Net periodic benefit cost is determined using management estimates and actuarial assumptions to derive service cost, interest cost, and expected
retum on plan assets for a particular year. Net periodic benefit cost also includes the applicable amortization of any prior service cost (credit) arising from
the increase (decrease) in prior years' benefit costs due 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 suich 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 a particular period, resuiting
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 pfans require an exiensive use of assumptions such as the discount rate, expected rate of
return on plan assets, rate of future compensation increases, healthcare cost trend rates, as well as assumptions regarding participant demographics
such as rate and age of retirements, withdrawal rates and mortality. Management, in consultation with its extermal consulting actuarial firms, determines
these assumptions based upon a 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 a significant -effect on the Company’s consolidated
financial statements and liquidity.

The Subsidiaries also sponsor defined contribution savings and investment plans (“SIP”) for substantially all employees under which a portion of
employee contributions is matched. Applicable matching contributions are made each payroll period. Accordingly, the Company recognizes
compensation cost for curent matching contributions. As all contributions are transferred currently as eamed 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 dwectors 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 a grantee is required to provide goods or services in exchange for the award. Although the terms of the Company’s 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 prevaiing 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 currericy, are reported as part of net investment gains (losses) in
the period in which they occur.

Discontinued Operations
The results of operations of a component of the Company that either has been disposed of or is classified as held-for-sale are reported in
discontinued operations if the operations and cash flows of the component have been or will be eliminated from the ongoing operations of the Company
as a result of the disposal transaction and the Company will not have any significant continuing involvement in the operations of the component after the
disposal transaction.

Earnings Per Common Share

Basic 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 eamings per commoen share include the dilutive effect of the assumed: (i) exercise or issuance of stock-based awards using the treasury stock
method; (i) settlement of stock purchase contracts underlying common equity units using the treasury stock method; and {jif} settlement of accelerated
common stock repurchase contracts. Under the treasury stock methed, 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 a party to a number of legal actions and is involved in a number of regulatory investigations. Given the inherent unpredictability of
these matters, it is difficult to estimate the impact on the Company’s financial position. Liabilities are established when it is probable that a loss has been
incurred and the amount of the loss can be reasonably estimated. Except as otherwise disclosed in Note 16, legal costs are recognized in other
expenses as incurred. On a guarterly and annual basis, the Company reviews relevant information with respect to liabilities for litigation, regulatory
investigations and litigation-related contingencies to be reflected in the Company’s consolidated financial statements. It is possible that an adverse
outcome in certain of the Company's litigation and regulatory investigations, or the use of different assumptions in the determination of amounts
recorded, could have a material effect upon the Company’s consolidated net income or cash flows in particular quarterty or annual periods.

Separate Accounts

Separate accounts are established in conformity with insurance laws and are generally not chargeable with ligbilities 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 Company's 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; (ii) assets supporting the contract liabilities are legally insulated from the Company’s general account fiabilities; (i) 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 a contractual investment retum are combined on a fine-by-line basis
with the Company’s 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 Company's revenues reflect fees charged to the separate accounts, including mortality charges, risk charges, policy admmnstratlon 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 1, 2011, the Company adopted new guidance regarding accountung for troubled debt restructurings. This guidance clarifies whether a
creditor has granted a concession and whether a debtor is experiencing financial difficulties for the purpose of determining when a restructuring
constitutes a troubled debt restructuring. Additionally, the guidance prohibits creditors from using the borrower's effective rate test to evaluate whether a
concession has been granted to the borrower. The adoption did not have a matenal impact on the Company’s consolidated financial statements. See
also expanded disclosures in Note 3.

Effective January 1, 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 a voting-interest investment fund when it holds the majority of the voting interests of
the fund through its separate accounts. In addition, an instrance entity would not consider the interests held through separate accounts for the benefit
of policyholders in the insurer's evaluation of its economic interest in'a VIE, unless the separate account contractholder is a related party. The adoption
did not have a material impact on the Company's consolidated financial statemerits.

Effective December 31, 2010, the Company adopted guidance regarding disclosures about the credit quality of financing receivables and valuation
allowances for credit losses, including-credit quality indicators. Such.disclosures must be disaggregated by portfolio segment or class based on how a
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 .1, 2010, the Company adopted guidance regarding accounting for embedded credit derivatives within- structured securities. This
guidance clarifies the type of embedded credit derivative that is exempt from embedded derivative bifurcation requirements. Specifically, embedded
credit derivatives resulting only from subordination -of one financial instrument to another continue to qualify for the scope. exception. Embedded credit
derivative features other than subordination must. be analyzed to determine whether they require bifurcation and separate accounting. As a 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 a cumulative effect adjustment to decrease retained eamings
with a corresponding increase to accumulated other comprehensive income (loss) as of July 1, 2010.

Effective January 1, 2010, the Company adopted guidance related to financial instrument transfers and consolidation of VIEs. The financial
instrument transfer guidance eliminates the concept of a qualified special purpose entity ("“QSPE"), eliminates the guaranteed mortgage securitization
exception, changes the criteria for achieving sale accounting when transferring a 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 a
primary beneficiary of a VIE from a quantitative model to a 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 a quarterly reassessment, as well as enhanced disclosures, including the effects of a company's
involvernent with VIEs on its financial statements:

As a result of the adoption of this guidance, the Company consolidated certain former QSPEs that were previously aocounted for as fixed maturity
CMBS and equity security coliateralized debt obligations. The Company also elected FVO 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 bilion of commercial
mortgage loans and $6.8 bilion of long-term debt based on estimated fair vaiues at January 1, 2010 and de-recognized $179 million in fixed maturity
securities and less than $1 million in equity securities. The consolidation also resulted in a decrease in retained-eamings of $12 million, net of income
tax, and an increase in accumulated other comprehensive income (loss) of $42 million, net of income tax, at January 1, 2010. For the year ended
December 31, 2010, the. Company recorded $426 milion of net investment income on the consolidated assets, $411 milion of interest expense in
other expenses on the related long-term debt, and $6 million in net investment gains ((osses) to remeasure the assets and fiabilities 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 resuit in a cumulative effect adjustment to retained
eamings and did not have a material impact on the Company’s consolidated financial statements.

Also effective January 1, 2010, the Company adopted guidance that indefinitely defers the above changes relating to the Company’s 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 a 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 1, 2009, the Company adopted OTTI guidance. This guidance amends the previously used methodology for determining whether an
OTTI exists for fixed maturity securities, changes the presentation of OTTI for fixed maturity securities and requires additional disclosures for OTTI on
fixed maturity and equity securities in interim and annual financial statements. The Company's net cumulative effect adjustment of adopting the OTT
guidance was an increase of $76 million to retained eamings with a corresponding increase to accumulated other comprehensive loss to reclassify the
noncredit loss portion of previously recognized OTTL losses on fixed maturity securities held at April 1, 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, resutting in the net cumulative effect adjustrent of $76 milion. The increase in the amortized cost basis of
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fixed maturity securities of $126 million by sector was as follows: $563 million — ABS, $43 milion — RMBS, $17 milion — U.S. corporate securities and
$13 million — CMBS. As a result of the adoption of the OTTI guidance, the Company’s pre-tax earnings for the year ended December 31, 2009
increased by $857 million, offset by an increase in other comprehenswe loss representing OTTI relating to noncredit losses recognized during the year
ended December 31, 2009.

Effective January 1, 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 alf of
the material disclosures in-its consolidated financial statements.

Effective January 1, 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 a transfer of a financial asset and repurchase financing as a single
transaction or as two separate transactions. The adoption did not have a material impact on the Company’s consolidated financial statements.

Business Combinations and Noncontrolling Interests

Effective January 1, 2011, the Company adopted new guidance that addresses when a business combination should be assumed to have
occurred for the purpose of providing pro forma disclosure. Under the new guidance, if an entity presents comparative financial statements, the entity
should disclose revenue and earmings 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 Company's consolidated financial statements.

Effective January 1, 2009, the Company adopted revised guidance on business combinations anchaccounting for noncontrolling interests in the
consolidated financlal 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; restructunng costs associated with a business combination are generally expensed as

incurred subsequent to the acquisition date.

The fair value of the purchase price, including the issuance of equity securities, is determined on the acquisition date.

» Assets acquired and liabilities assumed in a 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 if 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 after the acquisition date generally affect income tax
expense. .

» Noncontrolling interests (formerly known as “minority interests”) are valued at fair value at the acquisition date and are presented as equity rather
than liabilities. o

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 a gain or loss

is recognized.

Purchases or sales of equity interests that do-not result in a change in control are accounted for as equity transactions.

* When control is lost in a partial disposition, realized gains or losses are recorded on equity ownership sold and the remaining ownership interest is

remeasured and holding gains or losses are recognized.

The adoption of this guidance on a prospective basis did not have an impact on the Company’s consolidated financial statements. A

Effective January 1, 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 ‘a recognized
intangible asset. This change is intended to improve the consistency between the useful life of a recognized intangible asset and the period of expected
future cash flows used to measure the fair value of the asset. The Company determines useful fives and provides all of the material disclosures
prospectively on intangible assets acquired on or after January 1, 2009 in accordance with this-guidance.

Fair Value

Effective January 1, 2010, the Company adopted guidance that requires disclosures about significant transfers into and/or out of Levels 1 and 2 of
the fair value hierarchy and activity in Level 3. 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 Company’'s consolidated financial
statements. '

The following pronouncements relating to fair value had no material impact on the Company's consolidated financial statements:

+ Effective January 1, 2009, the Company implemented fair value measurements guidance for certain nonfinancial assets and liabilities that are
recorded at fair value on a non-recurring basis. This guidance applies to such items as: () nonfinancial assets and nonfinancial liabilities initially
measured at estimated fair value in a business combination; (i) reporting units measured at estimated fair value in the first step of a goodwill
impairment test; and (iii) indefinite-lived intangible assets measured at estimated fair value for impairment assessment,

* Effective January 1, 2009, the Company adopted prospectively guidance on issuer's accounting for:liabilities measured at fair value with a third-
party credit enhancement. This guidance states that an issuer of a liability with a 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 1, 2009, the Comparty adopted guidance on: () estimating the fair value of an asset or liability if there was a significant decrease in
the volume and level of trading activity for these assets or liabilities; and (ji) 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 December 31, 2009, the Company adopted guidance on: (i) 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 (iif) enhanced disclosure requirements, for both
interim and annual periods, about the nature and risks of investments measured at fair value on a 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.a quoted price in an active market for the identical ligbility is not available. In such circumstances a
company is required to measure fair value using either a valuation technique that uses: (i) the quoted price of the identical liability when traded as
an asset; or (i) quoted prices for-similar liabilties or similar liabilities when traded as assets; or (jij) another valuation technique that is consistent with
the principles of fair value measurement such as an income approach (e.g., present value technique) or a market approach (e.g., “eniry” value
technique). . ‘

Defined Benefit and Other Postretirement Plans

Effective December 31, 2011, the Company adopted guidance regarding enhanced disclosures for employers’ participation in muttiemployer
pension plans. The revised disclosures require additional qualitative and quantitative information about the employer's involvement in- significant
multiemployer pension and other postretirement plans. The adoption of this guidance did not have an impact on the.Company’s consolidated financial
statements.

Effective December 31, 2009 the Company -adopted gu|dance to enhance the transparency surrounding the types of assets and associated risks
in an.employer's 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 1, 2011, the Company adopted new guidance regarding goodwill impairment testing. This guidance modifies Step 1 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
2 of the test if qualitative factors indicate that it is more likely than not that goodwill impaiment exists. The adoption did not have an impact on the
Company’s consolidated financial statements.

Effective April 1, 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 issled. The Company has provided all of
the material disclosures in its consolidated financial statements.

Effective January 1, 2009, the Company adopted guidance on determining whether an instrument {or embedded feature) is indexed to an entity's
own stock: This guidance provides a framework for evaluating the terms of a particular instrument and whether such terms quialify the instrument as
being indexed 1o an entity's own stock. The adoption did not have a material impact on the Company's 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
Reclassifications of ftems Out of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-056). 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 reclassifications out of accumulated other comprehensive income on the components of
net income and other comprehensive income for ali 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 a 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 Liabilities), effective for annual reporting periods beginning on or after January 1, 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
fransactions eligible for offset in the statement of financial position and instruments and transactions subject to an agreement similar to a master netting
aarigement. The objective of ASU 2011-11 is to facilitate comparison between those éntities that prepare their financial statements on the basis of
GAAP and those entities that prepare their financial statements on the basis of Intemational 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 Property, Plant and
Equipment (Topic 360): Derecognition of in Substance Real Estate - a Scope Clarification (a consensus of the FASB Emerging Issues Task Force),
effective for fiscal years, and interim periods Wlthln those fiscal years, beginning on or after June 15, 2012. The amendments should be applied
prospectively to deconsolidation events occuning after the effective date. Under the amendments in ASU 2011-10, when a parent ceases to have a
controling financial interest in a subsidiary that is in substance real estate as a result of a default on the subsidiary's 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, a 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 new guidance on goodwill impairment testing (ASU 2011-08, Intangibles — Gooawill 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 a reporting unit is less than its carrying value as a basis for determining whether it
needs to perform the quantitative two-step goodwill impairment test. Only if an entity determines, based on gualitative assessment, that it is more likely
than not that a reporting unit's 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 a material impact on its consolidated financial statements.

In July 2011, the FASB issued new guidance on other expenses (ASU 2011-06, 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 a corresponding deferred cost that is
amortized to expense using the straight-line method of allocation unless another method better allocates the fee over the calendar year that it is payable.
The Company is currently evaluating the impact of this guidance on its consclidated 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 a 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 GAAP and IFRS. 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. GAAP and IFRSs), 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 GAAP and IFRS. Some of the
amendments clarify the FASB's intent on the application of existing fair value measurement requirements. Other amendments. change a particular
principle or requirement for measuring fair value or for disclosing information about fair vaiue measurements. The Company does not expect the
adoption of this new guidance to have a material impact on its consolidated financial statements. )

In April 2011, the FASB issued new guidance regarding effective control in repurchase agreements (ASU 2011-08, 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 a 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 guidancs,
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 Costs—Capitalized Advertising Costs, are met. As a 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 2010-26 in the first quarter of 2012 and will apply it
retrospectively to all prior periods presented in its consclidated 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 bilion to $2.4 billion, net of income tax, as of
the date of adoption.

2. Acquisitions and Dispositions

Pending Dispositions

In December 2011, MetLife Bank National Association ("Metlife Bank”) and MetlLife, Inc. entered into a 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, MetlLife, 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 milion, net of
income tax, which included intent-to-sell OTTI investment charges, charges related to the de-designation of certain cash flow hedges, a goodwill
impairment charge and other employee-related charges. In addition, the Company expects to incur additional charges of $90 million to $110 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 $11.0 billion and $10.0 billion, respectively.
These transactions did not qualify for discontinued operations accounting treatment under GAAP. See Notes 3 and 7.

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 liabilties recorded in the consolidated balance sheet related to these insurance operations as of
December 31, 2011 were $859 milion and $707 million, respectively. Related to the pending sale, the Company recorded a 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 2012 subject to regulatory approval and other customary closing conditions. The resuits of the Cariblbean Business are included in
continuing operations.
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2011 Dispositions

On April 1, 2011, the Company sold its 50% interest in Mitsui Sumitorno MetLife Insurance Co., Ltd. ('MS| MetLife"}, a Japan domiciled life insurance
company; to its joint venture partner, MS8AD Insurance Group Holdings, Inc. ("MS&AD?), for $269 million (A22.5 bilion) in cash consideration, less
$4 million (A310 million) to reimburse MS8AD for specific expenses incurréd 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's 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 impaiment evaluation of the investment prior to the 'sale. During the years ended December 31, 2011 and 2010, the Company recorded a
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's operating eamings relating to its’ investment in MSI MetLife were included in the Other Interational Regions
segment.

On November 1, 2011, the Company sold its wholly-owned subsidiary, Metlife Taiwan Insurance Company Limited (*MetlLife Taiwan’) for
$180 miilion in cash consideration. The nét assets sold were $282 million, resulting in a loss on disposal of $64 milion, 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 December 31, 2011, 2010 and 2009, respectively, was also recorded in dxscon‘anued operations.
See Note 283.

2010 Acquisition of ALICO

Description of Transaction

On the Acquisition Date, MetLife, Inc. acquired all of the issued and outstanding capital stock of American Life from AM Holdings, a subsidiary of
AIG, and DelAm from AIG for a total purchase price of $16.4 billion, which consisted of () cash of $7.2 bilion’ (includes settlement of intercompany
balances and certain other adjustments), and (i) securities of MetLife, Inc. valued at $9.2 billion.

The $7.2 billion cash portion of the purchase price was funded through the issuance of common stock as described in Note 18, fixed and floating
rate senior debt as described in Note 11 as well as cash on hand. The securities issued to AM Holdings included (g) 78,239,712 shares of MetLife,
Inc.'s common stock: (0) 6,857,000 shares of Series B Contingert Convertible Junior Participating Non-Curmulative Perpetual Preferred Stock (the
“convertible preferred stock”) of MetLife, Inc.; and (c) 40 milion common equity units of MetLife, Inc. (the “Equity Units") with an aggregate stated amount
at issuance of $3.0 bilion, initially consisting of (i) three purchase contracts {the “Series C-Purchase Contracts,” the "Series D Purchase Contracts” and
the “Series E Purchase Contracts” and, together, the “Purchase Contracts”), obligating the holder to purchase, on specified future settlement dates, a
variable number of shares of MetLife, Inc.'s common stock for a fixed price; and (i) an interest in each of three series of debt securities (the “Series C
Debt Securities,” the "Series D Debt Securities” and the “Series E Debt Securities,” and, together, the "Debt Securities”) issued by Metlife, Inc.
Distributions on the Equity Units will be made quarterly, through contract payments on the Purchase Contracts and interest payments on the Debt
Securities, 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 8, 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 commen stock
or the Equity Units owned by AM Holdings. On March 8, 2011, MetLife, Inc. issued 68,570,000 shares of common stock for gross proceeds of
$3.0 billion, which were used to repurchase and cancel 6,857,000 shares of con’ve‘rtible‘ preferred stock received as consideration by AM Holdings
from MetLife in connection with the Acquisition. See Note 18. '

ALICO is an intemnational life insurance compary, 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: Company's - diversification by product,
distribution and geography, meaningfully accelerated MetLife’s global growth strategy, and provides the opportunity to build an intemational franchise
leveraging the key strengths of ALICO.

Fair Value and Allocation of Purchase Price
The computation of total purchase consideration and the amounts recognized for each major class of assets acquwed and liabilities assumed based
upon their respective fair values at the Acquisition Date, and the resulting goodwili, are presented below: .

November 1, 2010

» L {In millions)

{711 o T P PP T $ 6,800
MetLife, Inc.’s common stock (78,289,712 sharesi{1) .. ... v i 3,200
MetLife, Inc.’s convertible preferred stock(1), (2) .. ... oo o 2,805
MetLife, Inc.'s Equity Units ($3.0 billion aggregate stated amount)(3) ©. ... 3,189
Total cash paid and securities issued to AM HOIAINGS oo . $15,994
Contractual purchase price adjustments(4) .. ... .o i o 396
TOWI PUICNESE PHCE v v v vt et ettt e e e $16,390
Effective settlement of pre-existing relationships(8) . ... ..o (186)
Contingent consideration(6) ....... e T e 88
“Total purchase consideration for ALICO . ....o..o oo e i P $16,292

(1) 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 1,
2010.
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(2) On March 8, 2011, MetLife, Inc. repurchased and canceled all of the convertible preferred stock.
(3) 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.

(4) 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.
(5) 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 a third party in the second quarter of 2011.

(6) Estimated fair value of potential payments related to the adequacy of reserves for guarantees on the fair value of a 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 milion to 231.5 million shares, consisting of 78.2 milion shares issued at closing, 68.6 milion shares to be issued upon conversion of the
convertible preferred stock and between 67.8 million and 84.7 milion shares of common stock, in total, issuable upon. settlement of the Purchase
Contracts forming part of the Equity Units. On March 8, 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 a 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 asstmed 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 1, 2010
" (nmillions)
Assets acquired: .
e 7= 01Y/= S 1007= 011 S $101,036

Cash and Cash eQUIVAIENTS . . . . . .t 4,175
Accrued INvestment INCOME . . ..ot e [ 948
Premiums, reinsurance and otherreceivables ... .. 1,971
VOB 9,210
ONEr A8 8BS . vt e 1,146
Separate aCCOUNE BSSEIS . ot 244
Totalassets .. .............. ... P $118,730
Liabilities assumed:
Future policy Denefits ... oo $ 31,811
Policynolder aCCoUNt DalanCeS . . . ..o e 06,652
Other policy-related DalanCes . .. ..o 7,306
Current and deferred income tax liability . ... o L 375
Other iabiiies . . .. ..o R 2,918
Separate account lighilities . .............. e 244
Total abiltES . o o e $109,306
Redeemable noncontrolling interests in partially owned consolidated subsidiaries assumed ) $ 109
Noncontroling interests .. .............. N P 21)
GOOAWIll . o 6,998
NEt @SSEIS ACGUINET . . . o oottt e et e e e $ 16,292

The measurement period adjustments, which related to the finalization of American Life’s current and deferred income tax liability, did not have an
impact on the Company's eamings or cash flows and, therefore, the financial statements were not retrospectively adjusted. See Note 15.

Gooawill

Goodwil is calculated as the excess of the consideration transferred over the net assets recogruzed and represents the future economic benefits
arising from other assets acquired and liabilites assumed that could not be individually identified. The goodwill recorded as part of the Acquisition
includes the expected synergies and other benefits that management believes will result from combining the operations of ALICO with the operations of
MetLife, including further diversification in geographic mix and product offerings and an increase in distribution strength.

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 Life's 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 ALICO’s distribution agreements and customer
relationships acquired at November 1, 2010. 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 VOBA and the identifiable intangibles. In selecting the appropriate discount
rates, management considered its weighted average cost of capital, as well as the weighted average cost of capital required by market participants. The
fair value of acquired liabilities was determined using risk free rates adjusted for a nonperformance risk premium. The nonperformance adjustment was
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 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 Usbh
spreads. -

The fair values of business.acquired, distribution agreements and customer . relationships and the weighted average amortization periods were as
follows as of November 1, 2010: .

: Weighted Average

November 1, 2010 Amortization Period
(in millions) {In years)
VOB o e e e $9.210 8.2
VODA and VOCRA L e 341 10.3
Total value of amortizable intangible assets acquired ... ... $9,551 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 bilion recorded at the Acquisition Date. Negative VOBA is recorded in other policy-related balances: See Note
8. 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 a fixed rate of retum to the policyholders. A decrease in market interest rates since the time of
jssuance 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 Savings 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 a
market participant to assume the full fiability at the acquisition date, implicitly incorporating market participant views as to all expected future cash
flows. This results in a 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 milion in trademark assets recorded in other assets. The fair value of the frademark
assets will be recognized ratably over their expected useful lives which is generally between five to 10 years. )

Indemnification Assets and Contingent Consideration

The stock purchase agreement dated as of March 7, 2010, as amended by and among Metlife, Inc., AIG and AM Holdings (formerly known as
ALICO Holdings LLC) (the “Stock Purchase Agreement”) and related agresments include indemnification provisions that aliocate 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 Date in accordance with the indemrification provisions of the Stock Purchase Agreement and related agreements:

Investments — The Company established indemnification assets for the fair value of amounts expected to be recovered from defauits of
certain- fixed maturity securities, CMBS and mortgage loans. These indemnification assets were included in other invested assets at
December 31, 2011 and 2010.

Litigation — The Company established indemnification asssts associated with certain settiements expected o 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 December 31, 2011 and 2010. .

Section 338 Election — See Note 1.

The Company recognized an aggregate amount of $574 million for indemnification assets as of the AchISmon 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 a fund of assets backing certain UK. unit-linked contracts will have
a value of at least £1 per unit on July 1, 2012. If the shortfall between the aggregate guaranteed amount and the fair value of the fund exceeds
£106 milion (as adjusted for withdrawals), AIG will pay the difference to the Company and, conversely, if the shortfall at July 1, 2012 is less than
£106 million, the Company will pay the difference to AIG. The Company believes that the fair value of the fund will equal or exceed the aggregate
guaranteed amount by July 1, 2012, The contingent consideration liabilty was $109 milion at December 31,2011 and $88 milion 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 4, 2010, American Life entered into a closing agreement (the “Closing -Agreement”) with the Commissioner of the Intemal Revenue
Service (RS") with respect to a U.S. withholding tax issue arising as a result of payments made by its foreign branches. The Closing Agreement
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provides that American Life’s foreign branches will not be required to withhold U.S. income tax on the income portion of. payments made pursuant to
American Life’s life insurance and annuity contracts (‘Covered Payments”) for any tax periods beginning on January 1, 2005 and ending on
December 31, 2013 (the *Deferral Period”). The Closing Agreement required that American Life submit a plan to the IRS within 90 days after the close of
the Acquisition, indicating the steps American Life would take (on a country by country basis) to ensure that no substantial amount of U.S. withholding
tax will arise from Covered Payments made by American Life’s 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.

A 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's foreign branches into subsidiaries in connection with the Closing Agresment. : :

See Notes 7, 15 and 19 for additional information related to the Acquisition.

Revenues and Earnings of ALICO
The following table presents information for ALICO that is included in the Company's consolidated staterment of operations from the Acquisition Date

through November 30, 2010:

ALICOQ’s Operations
Included in MetLife’s
Results for the
Year Ended December 31, 2010

(In miflions)
TOMAITEVENUBS .+ . o oo oo e e et e e e e e e $950
Income (loss) from continuing operations, net of incometax .......... .. .. . o i $ 2

Supplemental Pro Forma Information {unaudited)
The following table presents unaudited supplemental pro forma information as if the Acquisition had occurred on January 1, 2010 for the year ended
December 31, 2010 and on January 1, 2009 for the year ended December 31, 2009.

Years Ended December 31,

2010 2009

(In millions, except
per share data)

Totalrevenues ............ ... e $64,680  $54,282
Income (loss) from continuing operations, net of income tax, attributable to common shareholders ... .. .. $ 3,888 $ (1,353)
Income (loss) from continuing operations, net of income tax, attributable’ 1o common shareholders per

COMMION SN . o i o et e e

BaSIC . .ttt $ 360 $ (1.29

10 =Y $ 357 $ (1.29

The pro forma 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 forma events that are directly attributable
to the Acquisition and factually. supportable and expected to have a continuing impact on the combined results. Discontinued operations and the related
eamings 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 portiolio;
elimination of amortization associated with the elimination of ALICO’s 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 ALICO's 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 Acquisttion;
+ certain adjustments to conform to MetLife’'s 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 a third-party
for $130 million in cash consideration, excluding $1 milion of transaction costs. The net assets sold were $101 miliion, resulting in a gain on disposal of
$28 milion, net of income tax. The Company also reclassified $4 million, net of income tax, of the 2009 operations of Texas Life into discontinued
operations in the consolidated financial statements. As a result, the Company recognized income from discontinued operahons of $32 million, net of
income tex, during the year ended December 31, 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, a wholly-owned indirect subsidiary, to a third-party. Pursuant to the assumption reinsurance agreement, the consideration paid by the
Comparnly was $259 million, comprised of cash of $14 million and fixed maturrty 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 milion, resulting in a gain of $5 million, net
of income tax. The gain was recognized in net investment gains ((osses).

3. 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 respectrve total holdings for the periods shown. The unrealized loss.amounts presented below
include the noncredit loss component of OTTl losses:
December 31, 2011
Gross Unrealized

A:%ﬁi:;d Temporary otn ESt=="a‘iarted % of
) Cost Gains Losses Losses Value Total
- . (In miltions)

Fixed Maturity Securities:
U.S. corporate SeCUMIes .. vvvvv v $ 98,621 $ 8,544 $1,380 $ — $105,785 30.2%
Foreign corporate securities ... oo 61,568 3,789 1,338 1 64,018 18.3
Foreign govermment securities . ... ol 49,840 3,053 357 — 52,636 16.0
BMBS . e 42,092 2,281 1,033 703 42,637 12.2
U.S. Treasury and agency securities ............... 34,132 5,882 2 — 40,012 11.4
OMBS . 18,565 730 218 8 19,089 5.4
State and political subdivision securities .. ........ ... 11,975 1,416 156 — 13,235 3.8
ABS 13,018 278 305 12 12,979 3.7
Other fixed maturity securities .. ............... .. .. — — — — — —

Total fixed maturity securities . . ............ ... $329,811 $25,973 $4,789 $r24 $350,271 100.0 %
Equity Securities: ’ ' ’
CommON StOCK . .0 oot $ 2219 &% 83 $ 97 $ — $ 2,205 72.9%
Non-redeemable prefemed stock . ........ .. .. ... .. 989 31 202 — 818 271

Total equity SECUMHIES . . ... v e $ 3208 $ 114 $ 299 $ — $ 3023 100.0 %

. December 31,2010 |
Cost or Gross Unrealized Esti o
Am&';tsi:ed Gains - Teﬂgg:gry Lg;;rels VZ?li:re ;'/;&1
(In mitlions})

Fixed Maturity Securities:
U.S. corporate securties . ... $ 88,005 $ 4,469 $1,602 $ — $ 91,772 28.3%
Foreign corporate securities .. ... 65,487 3,326 925 — 67,888 20.9
Foreign government SECUMHES o oo 40,871 1,733 602 — 42,002 12.9
BMBS ) 45,004 - 1,661 1,180 533 45,852 14.1
U.S. Treasury and agency securities .............0 .. 32,469 1,394 559 — 33,304 102
OMBS 20,213 740 266 12 20,675 6.4
State and political subdivision securities . ............ 10,476 171 518 — 10,129 3.1
ABS 13,286 265 327 56 13,168 4.1
Other fixed maturity securities . ... 6 A — - 7 —

Total fixed maturity SeCUrities .. ........o..vven.n $317,617  $13,760 $5,979 $601 $324,797  100.0%
Equity Securities: )
ComMON SEOCK v v v vt $ 2089 $ 146 $ 12 $ — $ 2,193 60.9%
Non-redeemable preferred stock . ....... ...l 1,562 76 229 — 1,409 39.1

Total equity securities . . ... i - $ 3621 $. 222 $ 241 $ — $ 3,602 100.0%

Within fixed maturity securities, a 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 Company's management of its investments within these asset sectors.
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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) milicn and ($23) million at December 31, 2011 and 2010, respectively. ‘ :

The Company held foreign currency derivatives with notional amounts of $15.3 bilion and $12.2 billion to hedge the exchange rate risk associated
with foreign denominated fixed maturity securities at December 31, 2011 and 2010, respectively.

Concentrations of Credit Risk (Fixed Maturity Securities) — Summary.  The following section contains a 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 Company’s 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, ltaly, Greece and Spain, commonly referred to as “Europe’s perimeter region,” was $874 milion, $254 milion and
$264 milion at December 31, 2011, respectively, and $1.9 bilion, $1.6 bilion and $1.6 bilion 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 Company’s equiity at December 31, 2011.
and 2010, respectively, and 0.1% and 0.3% of total cash and invested assets at December 31, 2011 and 2010, respectively.

Concentrations of Credit Risk (Government and Agency Securities).  The following section contains a 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 Company’s equity at:

December 31,
2011 2010
Carrying Value(1)
(in millions)
Government and agency fixed maturity securities: .
UNIted StatES . . ottt $40,012  $33,304
JADAN $21,008  $15,591
MEXICO(2) .+ o vttt et $ — $ 5,050
U.S. Treasury and agency fixed-income securities included in:
SNOM-EIM INVESIMENIS ot e et e e $15,775  $ 4,048
Cash EOUIVAIENES o . . e e e $ 1,748 . $ 5762

(1) 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.

(2) The Company’s investment in Mexico govemment and agency fixed maturity securities at December 31, 2011 of $5.0 billicn is less than 10% of the

Company's equity.

Concentrations of Credit Risk (EFquity 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 Company’s equity or 1% of total investments at December 31, 2011 and 2010.

Maturities of Fixed Maturity Securities. The amortized cost and estimated fair value of fixed maturity securities, by contractual maturity date
(excluding scheduled sinking funds), were as foliows at:

December 31,
2011 2010
Amortized EstiFr;;ted Amortized Esu::i?'ted
Cost Value ) Cost Value
{fn millions)

DUBIN ONE YBAI OF I8SS L\ v v e et et e e $ 16747 $ 16862 $ 8580 $ 8702
Due afterone yearthrough fiveyears ... ... 62,819 64,414 65,143 66,796
Due after five yearsthroughtenyears ... .o oo 82,694 88,036 76,508 79,671
Due aflerten years .. ..ot 93,876 106,274 87,983 90,033
Subtotal . 256,136 275,586 238,214 245,102
RMBS, CMBS and ABS . . .. ..o 73,675 74,685 79,403 79,695
Total fixed maturity securities . ... il $329,811 $350,271 $317,617 $324,797

Actual maturities may differ from contractual maturities due to the exercise of call or prepayment options. Fixed maturity securities not due at a 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 a single maturity.

As discussed further in Note 2, 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 1, the Company performs a regular evaluation, on a security-by-security basis, of its avallable-for-sale securities
holdings, including fixed maturity securities, equity securities and perpetual hybrid securities, in accordance with its impairment poligy in order to evaluate
whether such investments are other-than-temporarily impaired.
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Net Unrealized Investment Gains (Losses)
The components of net unrealized investment gains (losses), included in accumulated other comprenensive income (loss), were as follows:

Years Ended December 31,

2011 2010 2009
. (In millions)
Fixed Maturity SECUMHIES .« . ottt e e $21,006 ° $7,817  $(1,208)
Fixed maturity securities with noncredit OTTI losses in accumulated other comprehensive
income (loss) ... e S (724 (601) (859
~ Total fixed maturity securities ... i e 20,372 7,216 (2,067)
EQUItY SECUMHIES &\ & oot e s e (167) 3) (1083)
Denvatives . ..ot e e 1,614 (59) (144)
Otfler ..ot P 72 42 71
SUDIOAL oot 21,791 7,196 (2,243)
Amounts allocated fro_m': '
Insurance Iiabi!i-ty,losé FECOGNIION .+ . v v e (3,996) ©72) (118)
DAC and VOBA related to noncredit OTTI losses recognized in accumulated other
CoOMPrenensive INCOME (OSS) + + « « v vt vt et e e e ‘ 47 38 71
DAC anA VOBA & oo it e (2,093) (1,208) 145
Policyholder dividend obligation ... ...« (2,919 876) —
SUDEOAL oo et e (8,961) (2,715) 98
Deferred income tax benefit (expense) related to noncredit OTT! losses recognized in
accumulated other comprehensive InCome (I0SS) ...« 236 197 275
Deferred income tax benefit (BXDENSE) . .. oot (4,596) (1,692 539
~Net unrealized investment gains (I0SSES) v vt e 8,470 2,986 (1,331)
Net unreglized investrhent gains (losses) attrioutable to noncontroling interests .. ............ 9 4 1
Net unrealized investment gains {(osses) attributable to Metlife, Inc. ... $ 8479 $2990  $(1,330

The changes in fixed maturity securities with noncredit OTTI losses included in accumulated other comprehensive income (loss) were as follows:

Balance, beginning of period: . .. .. .
Noncredit OTT! losses recognized(1) ...... .. P PP
" Transferred to retained eamings(2) . e e
_"Spcurities sold with previous noncredit OTTIHOSS . . .o oot

Subsequent changés in estimated fair VAILE . ... ... ottt
Balance, end of PEiod ... ..ot

December 31,
2011 2010
(In millions)

$©601)  $(859)

31 212)
— 18
125 137
19 _817
B720  B160Y

(1) Noncredit OTTI losses recognized, net of DAC, were $33 milion and ($202) million for the years ended December 31, 2011 and 2010, respectively.
(2) Amounts transferred to retained eamings were in connection with the adoption of guidance related to the consolidation of VIEs as described in
Note 1.
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.The.changes'in net unrealized investment gains (losses) were as follows:

Balance, beginning of period . ... ...
Cumulative effect of change in accounting principles, net of INCOMEaX .+ . v\
Fixed maturity securities on which noncredit OTTI losses have been recognized ............
Unrealized investment gains {losses) duringtheyear ... oo
Unrealized investment gains {losses) of subsidiary at the date ofdisposal ... ........... ...
- Unrealized investment gains-(osses) relating to: .
Insurance Iiability gain (loss) recognition .. .. .. ¢ e
Insurance liability gain (loss) recognition of subsidiary at the date of disposal .............

DAC and VOBA related to noncredit OTTI losses recognized in accumulated other
comMpPrenensive INCOME (J0SS) « v v v v v v v e EETTTTRPT

DAC and VOBA it
DAC and VOBA of subsidiary at date of disposal .......... .. ... i
Policyholder dividend obligation . ... .o

Deferred income tax benefit (expense) related to noncredit OTTI losses recognized in
accumulated other comprehensive Income (I0SS) .« .. oo i

Deferred income tax benefit (BXPEeNnSE) ..ot
Deferred income tax benefit (expense) of subsidiary at date of disposal . ..................

Net unrealized investment gains (I0SSES) .« v v vt
Net unrealized investment gains (losses) attributable to noncontrolling interests . ............

Balance, end of Period .. ..o e

Change in net unrealized investment gains (l0sses) . ... e
Change in net unrealized investment gains (losses) attributable to noncontrolling interests . . . . .

Change in net unrealized investment gains (losses) attributable to Metlife, Inc. .............

MetLife, Inc.

Years Ended December 31,

2011 2010 2009
(In millions)

$ 20990 $(1,330) $(12,564)
-8 (76)
(123) 242 (733)
14,823 9,117 20,745
(108) - —
(3,406) (654) (160)
82 - —

9 (33) 61

(899)  (1,350) (2,880)

11 — -
(2,043) (876) —
39 (73) 235
(2,008  (2,208) (5,969)
4 — _

8,474 2,087 (1,341)

5 3 11
$ 8479 $2,090 $ (1,330
$ 5484 $4,317  $11,223
5 3 11

$ 5480 $4320 $11,234
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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 a continuous unrealized loss position. The unrealized loss amounts
presented below include the noncredit component of OTTI loss. Fixed maturity securities on which a noncredit OTTI loss has been recognized in
accumulated other comprehensive income (loss) are categorized by length of time as being "less than 12 months” or “equal to or greater than
12 months” in a continuous unrealized loss position based on the point in time that the estimated fair value initially declined to below the amortized cost
basis and not the period of time since the unrealized loss was deemed a noncredit OTT! ioss. '

December 31, 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. COMpOrate SECUMMIES . v v\ v v vttt i .00 $15642 $ 590 $ 5135°% 790 $20,777 $ 1,380

Foreign corporate SECUMties . ... oo T 12,618 639 5,957 700 18,575 1,339
Foreign govemment securities . ... oo oo P 11,227 230 1,799 127 13,026 357
RMBS e 4,040 547 4,724 1,189 8,764 1,736
U.S. Treasury and agency SECURIES ..ot e e 2,611 1 50 1 2,661 2
OB . e e e e 2,825 135 678 91 3,503 226
State and political subdiviSion SECUtIES .. . .. oo 177 2 1,007 164 1,184 156
BB S L e e 4,972 1083 1,316 214 6,288 317
Other fixed maturity securities . . . .. PN — — — — — —
Total fixed maturity SECUMHIBS . v .ottt e e $54,112 $ 2,247 $20666 $ 3,266 $74,778 $ 5513
Equity Securities: )
COMMON STOTK 1.+ v vttt it et b et et et e e e e e e e $ 581 % 96 $ 5% 1% 586 % 97
Non-redeemable preferred Stock . . . oo 204 30 370 172 574 202
Total equity SECUMHES .o v oo e v i R, $ 785 % 126 $ 375 $ - 173 $ 1,160 $ 299
Total number of securities in an unrealized loss position ................ .. ... .. 3,978 1,963
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}
Fixed Maturity Securities:

U.S. COMPOrate SECUMIES . . v v vttt et e e e e e $ 22954 $ 447 $ 8319 $ 1,155 $ 31,273 $ 1,602
Foreign corporate Securties . ... ... o 22,415 410 3,976 515 26,391 925
Foreign government SecurtiesS . .. ... ..o 26,659 585 189 17 26,848 0802
BB 7,630 221 7,624 1,492 156,254 1,713
U.S. Treasury and agency SECUMIES . . .. ..ot v 13,401 530 118 29 13,619 559
OB o 3,787 29 1,363 249 5,150 278
State and political subdivision secunties . ...... .. oo 5,081 246 088 272 6,049 518
A L 2,671 33 2,102 350 4,773 383
Other fixed maturity securities ... ... : ..... S 1 — — — 1 —
Total fixed maturity SECUMtIES . . ..ot $104,579 $ 2,501 $24,679 $ 4,079 $ 129,258 $ 6,580
Equity Securities:
CoMMON StOCK & o v ot e e $ 89 $ 128 18 - % Q0 $ 12
Non-redeemable preferred stock ... ..o 191 9 824 220 1,015 229
Total equity SECUMLIES . . v\ttt 3 280 $ 21 % 825 % 2208 1,105 $__ 241
Total number of securities in an unrealized loss position .. ... 5,609 1,704
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Aging of Gross Unrealized Losses and OTTI 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 OTTI loss on fixed maturity securities
recognized in accumulated other comprehensive income (loss), gross unrealized losses as a percentage of cost or amortized cost and number of
securtties for fixed maturity and equity securities where the estimated falr value had declined and remained below cost or amortized cost by less than

20%, or 20% or more at:

December 31, 2011
Gross Unrealized ber 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

(tn millions, except number of securities)

Fixed Maturity Securities:

LeSS than SIX MONINS .+ v o v e e e e e $49,240 $4,736 $1,346 $1,332 3260 320
Six months or greater but less than nine MONNS « v 4,104 1,049 279 349 375 63
Nine months or greater but less than twelve Monts .. ..ove e 1,160 288 56 93 143 14
Twelve MONtNS OF GrELET .« .o v 17,5690 2115 1,216 843 1,623 167
e - T R U $72,108 $8,188 $2,896 - $2,617
Percentage of amortized COSt.. . vv v 4% 32%
Equity Securities:
LSS than SIX MOMINS + «« + v vttt re e e e $ 714 $ 376 $ 64 $ 128 154 42
Six months or greater but less than nine MONNS + v e e 22 8 2 4 19 3
Nine months or greater but less than twelve MONTAS vt e i . 18 — 2 L= 8 —
Twelve MONtNS OF GrEALET .+« oo v e e 98 223 8 96 24 20
Te T U $ 852 $ 607 $ 76 $ 228
Percentage Of COSE . ..o v vt 9% 37%
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)

Fixed Maturity Securities: . .
LosS thaN SIXTTIONIAS .+ v v e et e e a e $105,301 $1,4083 $2348 § 0368 5320 121

Six months or greater but less than nine OIS « v e e e e e 1,125 376 29 102 104 29

Nine moniths or greater but less than twelve MONtNS © oo oo e e 371 89 28 27 50 9

Twelve MONtNS OF QFEAIEN .« oo e L -'01,627 5,646 1,863 1,815 1,245 - 311
T 2 D $128,424 $7.414 $4268 $2312

Percentage of amortized COSE ..o vt ve 3% 31%

Equity Securities: ‘

Less than SIX MONTNS « - v v it e e e eee D [ $ 047 § 94 & 10§ 22 106 33

Six months or greater but less than nine months . . e 29 65 5 16 3 2

Nine months or greater but less than twelve Months ... 8 a7 — 16 3 2

Twelve MONtNS OF GrEAIET .. .o e v e 518 340 56 116 . 35 14
Ol © o e e e e e $ 800 $. 546 % 71 8§ 170

PErCentage Of COSL ... vt 9% 31%

Equity securities with gross unrealized losses of 20% or more for twelve months or greater decreased from $116 million at December 31, 2010 to
$96 milion at December 31, 2011. As shown in the section “— Evaluating Temporarily Impaired Available-for-Sele Securities” below, all of the equity
securities with gross unrealized losses of 20% or more for twelve months or greater at December 31, 2011 were financial services industry investment
grade non-redeemable preferred stock, of which 71% were rated A or better.
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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 1o fixed maturity and equity securities, including the portion of OTTI losses or fixed maturity securities recognized
in accumulated other comprehensive income (loss) were $5.8 billion and $6.8 billion at December 31, 2011 and 2010, respectively. The concentration,
calculated as a percentage of gross unrealized losses (including OTTl losses), by sector and industry was as follows at: _

) December 31,

I

. Sector: .

CRMBS ... ST T 30%  25%
U.S. comporate SeCurties . . .. ... 24 23
Foreign corporate SeCUMties . . ... ..o 23 14
FOreign government SBOUMIES . . ... ... : §) 9
ABS 5 5
OMBS o 4 4
State and political SUbAMSION SECUMIES . .. ... ... oo 3 8
U.S. Treasury and BQBNCY SBOUMIIBS . ..oy — 8
Other ................................................................... 5 _4

Total 100% @%
Iridustry: T
Mortgage-Dacked ... .. .oouua i e 34%  29%
FINANCe ..o 27 21
Utiity oo P S 8 5
FOreign government SECUties . . .............o.ouooiie 6 9
CONSUMET . 6 4
Assetbacked ... 5 5
COMMUNICRHONS ... ... ..o 3 2
State and poltical subdivision securities ... 3 8
Industrigl .. ;oL T 2 2
U.S. Treasury and agency Securties . .............................. . - 8
Oter _6 _7

TOWl . 100% ~ 100%

Evaluating Temporarily Impaired Ayailable-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:

December 31,
2011 2010
Fixed Maturity Equity Fixed Maturity Equity
Securities Securities Securities Securities

{In millions, except number of securities)

Number of securities .................. o 96 8 107 6
Total gross unrealized losses ... ..o......o. L e $1,703 $117 $2,014 $103
Percentage of total gross unrealizedlosses ........... ... o 31% 39% 31% 43%

Fixed maturity and equity securities, each with gross unreglized losses greater than $10 milion, decreased $297 milion during the year ended
December 31, 2011. The decline in, or improvement in, gross unrealized losses for the year ended December 31, 2011, was primarily attributable to a
decrease in interest rates, partially offset by widening credit spreads. These securities were included in the Company's OTTI review process.

* As of December 31, 2071, $1.3 bilion of unrealized losses were from fixed maturity securtties with an urirealized loss position of 20% or more of
amortized cost for six months or greater. Of the $1.3 bilion, $526 milion, 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 bilion, $759 milion, 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 altemative 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 resutting from higher risk premiums since purchase, largely due to economic and market uncertainties
including concems over the financial services industry sector, unemployment levels and valuations of residential real estate supporting non-agency
RMBS. As explained further in Note 1, management evaluates these U.S. and foreign corporate securities based on factors such as expected cash
flows and the financial 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,

124 MetLife, Inc.



MetL.ife, Inc.

Notes to the Consolidated Financial Statements — (Continued)

consideration of the payment terms of the underlying assets backing a particular security, and the payment priority within the tranche structure of the
security. See "— Aging of Gross Unrealized Losses and OTTI Losses for Fixed Maturity and Equity Securities Available-for-Sale” for a discussion of
equity securities with an unrealized loss position of 20% or more of cost for 12 months or greater.

In the Company’s 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 a fixed maturity security may not have any
impact on the ability of the issuer to service all scheduled interest and principal payments and the Company's 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 a decline in market value and the
likelihood such market value decline will recover. ’

The following table presents certain information about the Company’s equity securities available-for-sale with gross unrealized losses of 20% or more
at December 31, 2011:

Non-Redeemable Preferred Stock

AT f o i
All Equity Non-Red Mooms Investment Grade
Securities Preferred Stock All Industries Financial Services Industry
Gross Gross % of All Gross % of All Gross % A
Unrealized Unrealized Equity Unrealized Non-Red able Unrealized % of Al Rated or
Losses Losses  Securities Losses Preferred Stock Losses Industries  Better
{In millions) (In millions) (In millions)
Lessthansixmonths ... $123 $ 87 71%  $ 46 53% $ 46 100% 22%
Six months or greater but less than twelve months ... .. 4 . — —% — —% : — —% —%
Twelvemonths orgreater .. ... oo i 96 96 100% - 96 100% 96 100% 71%
All equity securities with gross unrealized losses of 20% or
007011 P S $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 a 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 unreglized
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 Company’s current evaluation of available-for-sale securities in an unrealized loss position in accordance with its impairment policy,
and the Company’s current intentions and assessments (as applicable to the type of security) about holding, seling and any requirements to sell these
securities, the Company has concluded that these securities are not other-than-temporarily impaired.

Future OTTIs 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 credlt spreads. If
economic fundamentals or any of the above factors deteriorate, additional OTTls may be incurred in upcoming quarters.

Trading and Other Securities
The table below presents certain information about the Company’s trading and other securities.

December 31,
2011 2010
(In millions)

Actively Traded Securities . . . ... .. ottt e et e e et $ 473 $ 463
FVO general account securities .. ... .. e e e e e 267 131
FVO contractholder-directed unit-linked investments ... 17,411 17,794
FVO securiies held by CSEs ..o i1 e 117 201

Total frading and other securities — at estimated fairvalue. . .................... .. ... $18,268  $18,589
Actively Traded Securities — at estimated fairvalue ...................00 $ 473 $ 463
Short sale agreement liabilities — at estimated fairvalue ............... ... oo (127) (46)

Net long/short position — at estimated fairvalue ............... ... $ 346 $ 417
Investments pledged to s