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As used in this Form 10 Q, “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 Quarterly Report on Form 10 Q, 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 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, or are tied to future periods, 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. They can be affected by inaccurate assumptions or
by known or unknown risks and uncertainties. Many such factors will be important in determining the actual future
results of MetLife, Inc., its subsidiaries and affiliates. These statements are based on current expectations and the
current economic environment. They involve 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. These factors include: (1) difficult conditions in the global capital markets; (2) increased
volatility and disruption of the capital and credit markets, which may affect our ability to meet liquidity needs and
access capital, including through our credit facilities, 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, including assets supporting risks ceded to certain of our captive reinsurers or hedging arrangements
associated with those risks; (3) exposure to financial and capital market risks, including as a result of the disruption in
Europe and possible withdrawal of one or more countries from the Euro zone; (4) impact of comprehensive financial
services regulation reform on us, as a non-bank systemically important financial institution, or otherwise;

(5) numerous rulemaking initiatives required or permitted by the Dodd-Frank Wall Street Reform and Consumer
Protection Act which may impact how we conduct our business, including those compelling the liquidation of certain
financial institutions; (6) regulatory, legislative or tax changes relating to our insurance, 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; (7) adverse results or other consequences from litigation, arbitration or
regulatory investigations; (8) potential liquidity and other risks resulting from our participation in a securities lending
program and other transactions; (9) investment losses and defaults, and changes to investment valuations;

(10) changes in assumptions related to investment valuations, deferred policy acquisition costs, deferred sales
inducements, value of business acquired or goodwill; (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) economic, political, legal, currency and other risks
relating to our international operations, including with respect to fluctuations of exchange rates; (15) downgrades in
our claims paying ability, financial strength or credit ratings; (16) a deterioration in the experience of the “closed block”
established in connection with the reorganization of Metropolitan Life Insurance Company; (17) availability and
effectiveness of reinsurance or indemnification arrangements, as well as any default or failure of counterparties to
perform; (18) differences between actual claims experience and underwriting and reserving assumptions;

(19) ineffectiveness of risk management policies and procedures; (20) catastrophe losses; (21) increasing cost and
limited market capacity for statutory life insurance reserve financings; (22) heightened competition, including with
respect to pricing, entry of new competitors, consolidation of distributors, the development of new products by new
and existing competitors, and for personnel; (23) exposure to losses related to variable annuity guarantee benefits,
including from significant and sustained downturns or extreme volatility in equity markets, reduced interest rates,
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unanticipated policyholder behavior, mortality or longevity, and the adjustment for nonperformance risk; (24) our
ability to address difficulties, unforeseen liabilities, asset impairments, or rating agency actions arising from business
acquisitions and integrating and managing the growth of such acquired businesses, or arising from dispositions of
businesses or legal entity reorganizations; (25) regulatory and other restrictions affecting MetLife, Inc.’s ability to pay
dividends and repurchase common stock; (26) 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; (27) the possibility that MetLife, Inc.’s Board of Directors may influence the
outcome of stockholder votes through the voting provisions of the MetLife Policyholder Trust; (28) changes in
accounting standards, practices and/or policies; (29) increased expenses relating to pension and postretirement benefit
plans, as well as health care and other employee benefits; (30) inability to protect our intellectual property rights or
claims of infringement of the intellectual property rights of others; (31) inability to attract and retain sales
representatives; (32) provisions of laws and our incorporation documents may delay, deter or prevent takeovers and
corporate combinations involving MetLife; (33) 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 the value of our investment portfolio, our disaster recovery systems, cyber- or other information security systems
and management continuity planning; (34) the effectiveness of our programs and practices in avoiding giving our
associates incentives to take excessive risks; and (35) other risks and uncertainties described from time to time in
MetLife, Inc.’s filings with the U.S. Securities and Exchange Commission.

MetLife, Inc. does not undertake any obligation to publicly correct or update any forward-looking statement if
MetLife, Inc. later becomes aware that such statement is not likely to be achieved. Please consult any further
disclosures MetLife, Inc. makes on related subjects in reports to the U.S. Securities and Exchange Commission.
Corporate Information

We announce financial and other information about MetLife to our investors through the MetLife Investor Relations
web page at www.metlife.com, as well as U.S. Securities and Exchange Commission filings, press releases, public
conference calls and webcasts. MetLife encourages investors to visit the Investor Relations web page from time to
time, as information is updated and new information is posted. The information found on our website is not
incorporated by reference into this Quarterly Report on Form 10-Q or in any other report or document we file with the
U.S. Securities and Exchange Commission, and any references to our website are intended to be inactive textual
references only.

Note Regarding Reliance on Statements in Our Contracts

See “Exhibit Index — Note Regarding Reliance on Statements in Our Contracts” for information regarding agreements
included as exhibits to this Quarterly Report on Form 10-Q.
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Part I — Financial Information

Item 1. Financial Statements

MetLife, Inc.

Interim Condensed Consolidated Balance Sheets
June 30, 2015 (Unaudited) and December 31, 2014
(In millions, except share and per share data)

Assets

Investments:

Fixed maturity securities available-for-sale, at estimated fair value (amortized cost:
$328,833 and $334,780, respectively; includes $4,335 and $4,266, respectively, relating
to variable interest entities)

Equity securities available-for-sale, at estimated fair value (cost: $3,117 and $3,076,
respectively)

Fair value option and trading securities, at estimated fair value (includes $603 and $704,
respectively, of actively traded securities; and $14 and $60, respectively, relating to
variable interest entities)

Mortgage loans (net of valuation allowances of $325 and $305, respectively; includes
$266 and $280, respectively, at estimated fair value, relating to variable interest entities;
includes $345 and $308, respectively, under the fair value option)

Policy loans (includes $3 and $3, respectively, relating to variable interest entities)

Real estate and real estate joint ventures (includes $0 and $8, respectively, relating to
variable interest entities; includes $898 and $172, respectively, of real estate
held-for-sale)

Other limited partnership interests (includes $27 and $34, respectively, relating to variable

interest entities)

Short-term investments, principally at estimated fair value (includes $27 and $20,
respectively, relating to variable interest entities)

Other invested assets, principally at estimated fair value (includes $55 and $56,
respectively, relating to variable interest entities)

Total investments

Cash and cash equivalents, principally at estimated fair value (includes $42 and $57,
respectively, relating to variable interest entities)

Accrued investment income (includes $21 and $21, respectively, relating to variable
interest entities)

Premiums, reinsurance and other receivables (includes $19 and $21, respectively, relating

to variable interest entities)

Deferred policy acquisition costs and value of business acquired (includes $241 and $235,

respectively, relating to variable interest entities)

Goodwill

Other assets (includes $139 and $134, respectively, relating to variable interest entities)
Separate account assets (includes $1,120 and $1,128, respectively, relating to variable
interest entities)

Total assets

Liabilities and Equity

Liabilities

June 30,
2015

$351,353

3,677

16,460

64,010
11,575

10,207

8,099
14,594

20,409
500,384
8,074

3,990
24,872

24,379

9,644
7,589

319,477
$898,409

December 31,
2014

$ 365,425

3,631

16,689

60,118
11,618

10,525

8,085
8,621

21,283
505,995
10,808

4,120
22,244

24,442

9,872
7,862

316,994
$ 902,337
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Future policy benefits (includes $649 and $579, respectively, relating to variable interest

entities)

Policyholder account balances (includes $22 and $33, respectively, relating to variable

interest entities)

Other policy-related balances (includes $225 and $198, respectively, relating to variable

interest entities)

Policyholder dividends payable

Policyholder dividend obligation

Payables for collateral under securities loaned and other transactions
Short-term debt

Long-term debt (includes $134 and $151, respectively, at estimated fair value, relating to

variable interest entities)
Collateral financing arrangements
Junior subordinated debt securities
Current income tax payable
Deferred income tax liability

Other liabilities (includes $62 and $80, respectively, relating to variable interest entities)
Separate account liabilities (includes $1,120 and $1,128, respectively, relating to variable

interest entities)

Total liabilities

Contingencies, Commitments and Guarantees (Note 13)

Redeemable noncontrolling interests in partially-owned consolidated subsidiaries
Equity

MetLife, Inc.’s stockholders’ equity:

Preferred stock, par value $0.01 per share; $2,100 aggregate liquidation preference
Common stock, par value $0.01 per share; 3,000,000,000 shares authorized;
1,159,001,121 and 1,153,998,144 shares issued, respectively; 1,116,754,686 and
1,131,927,894 shares outstanding, respectively

Additional paid-in capital

Retained earnings

Treasury stock, at cost; 42,246,435 and 22,070,250 shares, respectively
Accumulated other comprehensive income (loss)

Total MetLife, Inc.’s stockholders’ equity

Noncontrolling interests

Total equity

Total liabilities and equity

See accompanying notes to the interim condensed consolidated financial statements.

3

$188,928
204,262

14,393

699
2,328
35,532
100

16,770

4,164
3,193
71
10,762
27,741

319,477
828,420

92

12

30,718
34,376
(2,172
6,443
69,377
520
69,897
$898,409

$ 189,586
209,294

14,422

684
3,155
35,326
100

16,286

4,196
3,193
184
11,821
24,437

316,994
829,678

99

1
12

30,543
32,020
1,172
10,649
72,053
507
72,560

$ 902,337
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MetLife, Inc.

Interim Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
For the Three Months and Six Months Ended June 30, 2015 and 2014 (Unaudited)

(In millions, except per share data)

Three Months Six Months

Ended Ended

June 30, June 30,

2015 2014 2015 2014
Revenues
Premiums $9,312 $9,873 $18,565  $19,092
Universal life and investment-type product policy fees 2,434 2,458 4,828 4,879
Net investment income 4,947 5,259 10,408 10,294
Other revenues 518 490 1,013 968
Net investment gains (losses):
Other-than-temporary impairments on fixed maturity securities — 9 ) (8 ) (23 )
Other-than-temporary impairments on fixed maturity securities @ ) (6 ) (12 ) @ )
transferred to other comprehensive income (loss)
Other net investment gains (losses) (131 ) (110 ) 173 (511 )
Total net investment gains (losses) (133 ) (125 ) 153 (536 )
Net derivative gains (losses) 912 ) 311 91 ) 654
Total revenues 16,166 18,266 34,876 35,351
Expenses
Policyholder benefits and claims 9,352 9,988 18,609 19,312
Interest credited to policyholder account balances 1,298 1,709 3,293 3,178
Policyholder dividends 331 397 670 700
Other expenses 4,072 4,222 8,132 8,385
Total expenses 15,053 16,316 30,704 31,575
giome (loss) from continuing operations before provision for income 1113 1.950 4.172 3.776
Provision for income tax expense (benefit) (6 ) 574 890 1,058
Income (loss) from continuing operations, net of income tax 1,119 1,376 3,282 2,718
Income (loss) from discontinued operations, net of income tax — — — A3 )
Net income (loss) 1,119 1,376 3,282 2,715
Less: Net income (loss) attributable to noncontrolling interests 4 10 9 21
Net income (loss) attributable to MetLife, Inc. 1,115 1,366 3,273 2,694
Less: Preferred stock dividends 31 31 61 61
Preferred stock repurchase premium 42 — 42 —
Net income (loss) available to MetLife, Inc.’s common shareholders  $1,042 $1,335 $3,170 $2,633
Comprehensive income (loss) $(3,994 ) $4,228 $(893 ) $8,710
Less: Comprehgnsive income (loss) attributable to noncontrolling 23 ) 19 40 62
interests, net of income tax
Comprehensive income (loss) attributable to MetLife, Inc. $(3,971 ) $4,209 $(933 ) $8,648
Income (loss) from continuing operations, net of income tax,
available to MetLife, Inc.’s common shareholders per common share:
Basic $0.93 $1.18 $2.83 $2.34
Diluted $0.92 $1.17 $2.80 $2.31
Net income (loss) available to MetLife, Inc.’s common shareholders
per common share:
Basic $0.93 $1.18 $2.83 $2.34
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Diluted $0.92 $1.17 $2.80 $2.31
Cash dividends declared per common share $0.375 $0.350 $0.725 $0.625
See accompanying notes to the interim condensed consolidated financial statements.
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MetLife, Inc.
Interim Condensed Consolidated Statements of Equity
For the Six Months Ended June 30, 2015 and 2014 (Unaudited)
(In millions)
Accumulated

.. Total .
Preferreddomm Ad.dlt.lonal Retained Treasury Other . MetLife, Inc Nsoncontrol O%al
Stock Stock aid-in Earnings Stock ComprehenSlv§ockholderslntereStS Equit
Capital & at Cost Income (1) quity

(Loss) Equity

I;f‘laznoclza“)ecember $1  $12  $30,543 $32,020 $(1,172) $ 10,649  $ 72,053 $ 507 $72.560

Repurchase of

preferred stock (1 ) (1,459 ) (1,460 ) (1,460 )
Preferred stock
repurchase premium (42 ) (42 ) (42 )
Preferred stock 1,483 1,483 1,483
issuance
Treasury stock
acquired in
connection with (1,000 ) (1,000 ) (1,000 )
share repurchases
Stock-based 151 151 151
compensation
Dividends on
preferred stock (61 ) (61 ) (61 )
Dividends on
common stock @814 ) 814 ) (814 )
Change in equity of
noncontrolling — (27 ) (27 )
interests
Net income (loss) 3,273 3,273 9 3,282
Other comprehensive
income (loss), net of (4,206 ) (4206 ) 31 4,175 )
income tax
Balance at June 30,
2015 $— $12 $30,718 $34,376 $(2,172) $ 6,443 $ 69,377 $ 520 $69,897
Accumulated Total
Preferr fﬁommoAqdlt.lonalRetaine q Treasury Other . Met’Llfe, Nonconurolh,f)gtal
Stock  Stock aid-in Earnines Stock  Comprehensidac.’s Interests Eauit
Capital & at Cost Income Stockholders’l) quity

(Loss) Equity
];flaznoclzamecember $1  $11  $20277 $27332 $(172) $5104  $61.553 $543  $62.096
Treasury stock

acquired in

connection with share (4 ) “ ) 4 )
repurchases

Stock-basqd 161 161 61
compensation
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Dividends on

preferred stock (61 ) (61 ) (61 )
Dividends on

common stock (706 ) (706 ) (706 )
Change in equity of

noncontrolling — (22 ) (22 )
interests

Net income (loss) 2,694 2,694 21 2,715
Other comprehensive

income (loss), net of 5,954 5,954 41 5,995
income tax

Balance at June 30,
2014

$1 $11  $29.438 $29,259 $(176) $ 11,058 $69,591 §$ 583 $70,174

ey

Net income (loss) attributable to noncontrolling interests excludes losses of redeemable noncontrolling interests in
partially-owned consolidated subsidiaries of less than $1 million at both June 30, 2015 and 2014.

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

Interim Condensed Consolidated Statements of Cash Flows
For the Six Months Ended June 30, 2015 and 2014 (Unaudited)
(In millions)

Net cash provided by (used in) operating activities

Cash flows from investing activities

Sales, maturities and repayments of:

Fixed maturity securities

Equity securities

Mortgage loans

Real estate and real estate joint ventures

Other limited partnership interests

Purchases of:

Fixed maturity securities

Equity securities

Mortgage loans

Real estate and real estate joint ventures

Other limited partnership interests

Cash received in connection with freestanding derivatives
Cash paid in connection with freestanding derivatives
Cash received under repurchase agreements (Note 5)
Cash paid under reverse repurchase agreements (Note 5)
Sales of businesses, net of cash and cash equivalents disposed of $0 and $262,
respectively

Purchases of investments in insurance joint ventures
Net change in policy loans

Net change in short-term investments

Net change in other invested assets

Other, net

Net cash provided by (used in) investing activities

Cash flows from financing activities

Policyholder account balances:

Deposits

Withdrawals

Net change in payables for collateral under securities loaned and other transactions
Net change in short-term debt

Long-term debt issued

Long-term debt repaid

Collateral financing arrangements repaid

Treasury stock acquired in connection with share repurchases
Preferred stock issued, net of issuance costs

Repurchase of preferred stock

Preferred stock repurchase premium

Dividends on preferred stock

Dividends on common stock

Six Months
Ended
June 30,
2015
$6,888

77,865
184
6,494
503
582

(72,892
(227
(10,545
(334
(669
1,524
(2,600
199
(199

(5
(6,233
(257
(150
(6,760

44,433
(46,372
205
1,492
(1,020
(32
(1,000
1,485
(905
27

(61
(814

~— N N N ~— N N N

~

~— N N

2014
$6,921

56,794
320
6,557
385
383

(62,844
(452
(6,021
912
(852
703
(2,003

452

(249
S
1,374
(220
(110
(6,700

46,847
(47,621
2,891
75
1,000
(2,484
4

(61
(706

~— N N N

11
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Other, net

Net cash provided by (used in) financing activities

Effect of change in foreign currency exchange rates on cash and cash equivalents
balances

Change in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information

Net cash paid (received) for:

Interest

Income tax

Non-cash transactions:

Deconsolidation of MetLife Core Property Fund:

Reduction of redeemable noncontrolling interests

Reduction of long-term debt

Reduction of real estate and real estate joint ventures

See accompanying notes to the interim condensed consolidated financial statements.

6

52
(2,564

(298

(2,734
10,808
$8,074

$587
$344

221
(434

21

(192
7,585
$7,393

$623
$332

$774
$413
$1,132

12
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MetLife, Inc.
Notes to the Interim Condensed Consolidated Financial Statements (Unaudited)

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

Business

“MetLife” and the “Company” refer to MetLife, Inc., a Delaware corporation incorporated in 1999, its subsidiaries and
affiliates. MetLife is a global provider of life insurance, annuities, employee benefits and asset management. MetLife
is organized into six segments: Retail; Group, Voluntary & Worksite Benefits; Corporate Benefit Funding; and Latin
America (collectively, the “Americas”); Asia; and Europe, the Middle East and Africa (“EMEA”).

Basis of Presentation

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America (“GAAP”) requires management to adopt accounting policies and make estimates and assumptions
that affect amounts reported in the interim condensed consolidated financial statements. In applying these policies and
estimates, management makes subjective and complex judgments that frequently require assumptions about matters
that are inherently uncertain. Many of these policies, estimates and related judgments are common in the insurance
and financial services industries; others are specific to the Company’s business and operations. Actual results could
differ from estimates.

The accompanying interim condensed 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 beneficiary. Intercompany accounts and transactions have been
eliminated.

Certain international subsidiaries have a fiscal year cutoff of November 30th. Accordingly, the Company’s interim
condensed consolidated financial statements reflect the assets and liabilities of such subsidiaries as of May 31, 2015
and November 30, 2014 and the operating results of such subsidiaries for the three months and six months ended May
31,2015 and 2014.

The Company uses the equity method of accounting for equity securities when it has significant influence or at least
20% interest and for real estate joint ventures and other limited partnership interests (“investees”’) when it has more than
a minor ownership interest or more than a minor influence over the investee’s operations, but does not have a
controlling financial interest. The Company generally recognizes its share of the investee’s earnings on a three-month
lag in instances where the investee’s financial information is not sufficiently timely or when the investee’s reporting
period differs from the Company’s reporting period. The Company uses the cost method of accounting for investments
in which it has virtually no influence over the investee’s operations.

Certain amounts in the prior year periods’ interim condensed consolidated financial statements and related footnotes
thereto have been reclassified to conform with the 2015 presentation as discussed throughout the Notes to the Interim
Condensed Consolidated Financial Statements.

The accompanying interim condensed consolidated financial statements are unaudited and reflect all adjustments
(including normal recurring adjustments) necessary to present fairly the financial position, results of operations and
cash flows for the interim periods presented in conformity with GAAP. Interim results are not necessarily indicative
of full year performance. The December 31, 2014 consolidated balance sheet data was derived from audited
consolidated financial statements included in MetLife, Inc.’s Annual Report on Form 10 K for the year ended
December 31, 2014, as revised by MetLife, Inc.’s Current Report on Form 8-K filed with the U.S. Securities and
Exchange Commission (“SEC”) on May 21, 2015 (as revised, the “2014 Annual Report”), which include all disclosures
required by GAAP. Therefore, these interim condensed consolidated financial statements should be read in
conjunction with the consolidated financial statements of the Company included in the 2014 Annual Report.

Adoption of New Accounting Pronouncements

Effective January 1, 2015, the Company adopted guidance requiring repurchase-to-maturity transactions and
repurchase financing arrangements to be accounted for as secured borrowings and providing for enhanced disclosures,
including the nature of collateral pledged and the time to maturity. Certain interim period disclosures for repurchase
agreements and securities lending transactions were not required until the second quarter of 2015. The Company has

13
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provided these enhanced disclosures in Note 5. The adoption of this new guidance did not have a material impact on
the Company’s consolidated financial statements.
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MetLife, Inc.

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
1. Business, Basis of Presentation and Summary of Significant Accounting Policies (continued)

Future Adoption of New Accounting Pronouncements

In May 2015, the Financial Accounting Standards Board (“FASB”) issued new guidance on short-duration insurance
contracts (Accounting Standards Update (“ASU”’) 2015-09, Financial Services - Insurance (Topic 944): Disclosures
about Short-Duration Contracts). The amendments in this new guidance are effective for annual periods beginning
after December 15, 2015, and interim periods within annual periods beginning after December 15, 2016. The new
guidance should be applied retrospectively by providing comparative disclosures for each period presented, except for
those requirements that apply only to the current period. The new guidance requires insurance entities to provide users
of financial statements with more transparent information about initial claim estimates and subsequent adjustments to
these estimates, including reconciling from the claim development table to the balance sheet liability; methodologies
and judgments in estimating claims; and the timing, and frequency of claims. The Company is currently evaluating the
impact of this guidance on its consolidated financial statements.

In May 2015, the FASB issued new guidance on fair value measurement (ASU 2015 07, Fair Value Measurement
(Topic 820): Disclosures for Investments in Certain Entities That Calculate Net Asset Value per Share (or Its
Equivalent)), effective for fiscal years beginning after December 15, 2015, and interim periods within those fiscal
years and which should be applied retrospectively to all periods presented. Earlier application is permitted. The new
amendments in this ASU remove the requirement to categorize within the fair value hierarchy all investments for
which fair value is measured using the net asset value (“NAV”) per share practical expedient. In addition, the
amendments remove the requirement to make certain disclosures for all investments that are eligible to be measured at
fair value using the net asset value per share practical expedient. The Company is currently evaluating the impact of
this guidance on its consolidated financial statements.

In April 2015, the FASB issued new guidance on accounting for fees paid in a cloud computing arrangement (ASU
2015-05, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer’s Accounting for
Fees Paid in a Cloud Computing Arrangement), effective for fiscal years beginning after December 15, 2015, and
interim periods within those fiscal years. Early adoption of the new guidance is permitted and an entity can elect to
adopt the guidance either: (1) prospectively to all arrangements entered into or materially modified after the effective
date; or (2) retrospectively. The new guidance provides that all software licenses included in cloud computing
arrangements be accounted for consistent with other licenses of intangible assets. However, if a cloud computing
arrangement does not include a software license, the arrangement should be accounted for as a service contract, the
accounting for which did not change. The Company is currently evaluating the impact of this guidance on its
consolidated financial statements.

In April 2015, the FASB issued new guidance on the presentation of debt issuance costs (ASU 2015-03, Interest -
Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs), effective for fiscal
years beginning after December 15, 2015, and interim periods within those fiscal years and should be applied
retrospectively to all periods presented. Early adoption of the new guidance is permitted for financial statements that
have not been previously issued. The new guidance will require that debt issuance costs be presented in the balance
sheet as a direct deduction from the related debt liability, consistent with debt discounts, rather than as an asset.
However, the current recognition and measurement guidance for debt issuance costs are not affected by the new
guidance. The adoption of this new guidance will not have a material impact on the Company’s consolidated financial
statements.

In February 2015, the FASB issued new guidance to improve consolidation guidance for legal entities (ASU 2015-02,
Consolidation (Topic 810): Amendments to the Consolidation Analysis), effective for fiscal years beginning after
December 15, 2015 and interim periods within those years and early adoption is permitted. The new standard is
intended to improve targeted areas of the consolidation guidance for legal entities such as limited partnerships, limited
liability corporations, and securitization structures. The amendments in this ASU affect the consolidation evaluation
for reporting organizations. In addition, the amendments in this ASU simplify and improve current GAAP by reducing
the number of consolidation models. The Company is currently evaluating the impact of this guidance on its
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consolidated financial statements.

In May 2014, the FASB issued a comprehensive new revenue recognition standard (ASU 2014-09, Revenue from
Contracts with Customers (Topic 606)), effective for fiscal years beginning after December 15, 2017 and interim
periods within those years and should be applied retrospectively to all periods presented. Early adoption of this
standard is not permitted. The new guidance will supersede nearly all existing revenue recognition guidance under
GAAP; however, it will not impact the accounting for insurance contracts, leases, financial instruments and
guarantees. For those contracts that are impacted by the new guidance, the guidance will require an entity to recognize
revenue upon the transfer of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. The Company is currently evaluating
the impact of this guidance on its consolidated financial statements.
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2. Segment Information

MetLife is organized into six segments, reflecting three broad geographic regions: Retail; Group, Voluntary &
Worksite Benefits; Corporate Benefit Funding; and Latin America (collectively, the “Americas”); Asia; and EMEA. In
addition, the Company reports certain of its results of operations in Corporate & Other.

In the first quarter of 2015, the Company implemented certain segment reporting changes related to the (i)
measurement of segment operating earnings, which included revising the Company’s capital allocation methodology,
and (ii) the realignment of consumer direct business. These changes were applied retrospectively and did not have an
impact on total consolidated operating earnings or net income.

Americas

The Americas consists of the following segments:

Retail

The Retail segment offers a broad range of protection products and services and a variety of annuities to individuals
and employees of corporations and other institutions, and is organized into two businesses: Life & Other and
Annuities. Life & Other insurance products and services include variable life, universal life, term life and whole life
products. Additionally, through broker-dealer affiliates, the Company offers a full range of mutual funds and other
securities products. Life & Other products and services also include individual disability income products and
personal lines property & casualty insurance, including private passenger automobile, homeowners and personal
excess liability insurance. Annuities includes a variety of variable and fixed annuities which provide for both asset
accumulation and asset distribution needs.

Group, Voluntary & Worksite Benefits

The Group, Voluntary & Worksite Benefits segment offers a broad range of protection products and services to
individuals and corporations, as well as other institutions and their respective employees. Group, Voluntary &
Worksite Benefits insurance products and services include life, dental, group short- and long-term disability and
accidental death and dismemberment (“AD&D”) coverages. In addition, the Group, Voluntary & Worksite Benefits
segment offers property & casualty insurance, including private passenger automobile, homeowners and personal
excess liability, which is offered to employees on a voluntary basis, long-term care, critical illness and accident &
health coverages, as well as prepaid legal plans.

Corporate Benefit Funding

The Corporate Benefit Funding segment offers a broad range of annuity and investment products, including
guaranteed interest products and other stable value products, income annuities, and separate account contracts for the
investment management of defined benefit and defined contribution plan assets. This segment also includes structured
settlements and certain products to fund postretirement benefits and company-, bank- or trust-owned life insurance
used to finance non-qualified benefit programs for executives.

Latin America

The Latin America segment offers a broad range of products to both individuals and corporations, as well as other
institutions and their respective employees, which include life insurance, accident & health insurance, group medical,
dental, credit insurance, endowment and retirement & savings products written in Latin America. The Latin America
segment also includes U.S. direct business, comprised of group and individual products sold through sponsoring
organizations, affinity groups and direct to consumer. Products included are life, dental, group short- and long-term
disability, AD&D coverages, property & casualty and other accident & health coverages, as well as non-insurance
products such as identity protection.

Asia

The Asia segment offers a broad range of products to both individuals and corporations, as well as other institutions
and their respective employees, which include whole life, term life, variable life, universal life, accident & health
insurance, fixed and variable annuities, credit insurance and endowment products.

EMEA
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The EMEA segment offers a broad range of products to both individuals and corporations, as well as other institutions
and their respective employees, which include life insurance, accident & health insurance, credit insurance, annuities,
endowment and retirement & savings products.
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Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
2. Segment Information (continued)

Corporate & Other

Corporate & Other contains the excess capital, as well as certain charges and activities, not allocated to the segments,
including external integration costs, internal resource costs for associates committed to acquisitions, enterprise-wide
strategic initiative restructuring charges, various start-up businesses (including expatriate benefits insurance and the
investment management business through which the Company offers fee-based investment management services to
institutional clients) and certain run-off businesses. Corporate & Other also includes assumed reinsurance of certain
variable annuity products from the Company’s former operating joint venture in Japan. Under this in-force reinsurance
agreement, the Company reinsures living and death benefit guarantees issued in connection with variable annuity
products. Additionally, Corporate & Other includes interest expense related to the majority of the Company’s
outstanding debt and expenses associated with certain legal proceedings and income tax audit issues. Corporate &
Other also includes the elimination of intersegment amounts, which generally relate to intersegment loans, which bear
interest rates commensurate with related borrowings.

Financial Measures and Segment Accounting Policies

Operating earnings is the measure of segment profit or loss the Company uses to evaluate segment performance and
allocate resources. Consistent with GAAP guidance for segment reporting, operating earnings is the Company’s
measure of segment performance and is reported below. Operating earnings should not be viewed as a substitute for
income (loss) from continuing operations, net of income tax. The Company believes the presentation of operating
earnings as the Company measures it for management purposes enhances the understanding of its performance by
highlighting the results of operations and the underlying profitability drivers of the business.

Operating earnings is defined as operating revenues less operating expenses, both net of income tax.

Operating revenues and operating expenses exclude results of discontinued operations and other businesses that have
been or will be sold or exited by MetLife and are referred to as divested businesses. Operating revenues also excludes
net investment gains (losses) and net derivative gains (losses). Operating expenses also excludes goodwill
impairments.

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

Universal life and investment-type product policy fees excludes the amortization of unearned revenue related to net
tnvestment gains (losses) and net derivative gains (losses) and certain variable annuity guaranteed minimum income
benefits (“GMIBs”) fees (“GMIB Fees”);

Net investment income: (i) includes amounts for scheduled periodic settlement payments and amortization of
premium on derivatives that are hedges of investments or that are used to replicate certain investments, but do not
.qualify for hedge accounting treatment, (ii) includes income from discontinued real estate operations, (iii) excludes
post-tax operating earnings adjustments relating to insurance joint ventures accounted for under the equity method,
(iv) excludes certain amounts related to contractholder-directed unit-linked investments, and (v) excludes certain
amounts related to securitization entities that are VIEs consolidated under GAAP; and

Other revenues are adjusted for settlements of foreign currency earnings hedges.
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2. Segment Information (continued)

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

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

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

Amortization of deferred policy acquisition costs (“DAC”) and value of business acquired (“VOBA”) excludes amounts
related to: (i) net investment gains (losses) and net derivative gains (losses), (ii) GMIB Fees and GMIB Costs, and
(iii) Market Value Adjustments;

Amortization of negative VOBA excludes amounts related to Market Value Adjustments;

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

Other expenses excludes costs related to: (i) noncontrolling interests, (ii) implementation of new insurance regulatory
requirements, and (iii) acquisition and integration costs.

Operating earnings also excludes the recognition of certain contingent assets and liabilities that could not be
recognized at acquisition or adjusted for during the measurement period under GAAP business combination
accounting guidance. In addition to the tax impact of the adjustments mentioned above, provision for income tax
expense (benefit) also includes the impact related to the timing of certain tax credits, as well as certain tax reforms.

In the first quarter of 2015, the Company implemented certain segment reporting changes related to the (i)
measurement of segment operating earnings, which included revising the Company’s capital allocation methodology,
and (ii) the realignment of consumer direct business. Consequently, prior period results for the three months and six
months ended June 30, 2014 were impacted as follows:

Retail’s operating earnings increased (decreased) by $25 million and $49 million, net of ($45) million and

($89) million of income tax expense (benefit), respectively;

Group, Voluntary & Worksite Benefits” operating earnings increased (decreased) by $4 million and $6 million, net of
$3 million and $4 million of income tax expense (benefit), respectively;

Corporate Benefit Funding’s operating earnings increased (decreased) by ($11) million and ($26) million, net of
($14) million and ($22) million of income tax expense (benefit), respectively;

Latln America’s operating earnings increased (decreased) by ($24) million and ($49) million, net of ($14) million and
($30) million of income tax expense (benefit), respectively;

Asia’s operating earnings increased (decreased) by $5 million and $10 million, net of $1 million and $2 million of
income tax expense (benefit), respectively;

EMEA s operating earnings increased (decreased) by ($21) million and ($38) million, net of ($11) million and

($18) million of income tax expense (benefit), respectively; and

Corporate & Other’s operating earnings increased (decreased) by $22 million and $48 million, net of $80 million and
$153 million of income tax expense (benefit), respectively.

Set forth in the tables below is certain financial information with respect to the Company’s segments, as well as
Corporate & Other, for the three months and six months ended June 30, 2015 and 2014. The segment accounting
policies are the same as those used to prepare the Company’s consolidated financial statements, except for operating
earnings adjustments as defined above. In addition, segment accounting policies include the method of capital
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2. Segment Information (continued)

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.

The Company’s economic capital model, coupled with considerations of local capital requirements, aligns segment
allocated equity with emerging standards and consistent risk principles. The model applies statistics-based risk
evaluation principles to the material risks to which the Company is exposed. These consistent risk principles include
calibrating required economic capital shock factors to a specific confidence level and time horizon while applying an
industry standard method for the inclusion of diversification benefits among risk types. The Company’s management is
responsible for the ongoing production and enhancement of the economic capital model and reviews its approach
periodically to ensure that it remains consistent with emerging industry practice standards.

Segment net investment income is credited or charged based on the level of allocated equity; however, changes in
allocated equity do not impact the Company’s consolidated net investment income, operating earnings or income (loss)
from continuing operations, net of income tax.

Net investment income is based upon the actual results of each segment’s specifically identifiable investment portfolios
adjusted for allocated equity. Other costs are allocated to each of the segments based upon: (i) a review of the nature

of such costs; (ii) time studies analyzing the amount of employee compensation costs incurred by each segment; and
(iii) cost estimates included in the Company’s product pricing.

12

22



Table of Contents
MetLife, Inc.

Edgar Filing: METLIFE INC - Form 10-Q

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
2. Segment Information (continued)

Three Months Ended June 30,
2015

Revenues

Premiums

Universal life and
investment-type product policy
fees

Net investment income

Other revenues

Net investment gains (losses)
Net derivative gains (losses)
Total revenues

Expenses

Policyholder benefits and claims
and policyholder dividends
Interest credited to policyholder
account balances

Capitalization of DAC

Amortization of DAC and VOBA 400
Amortization of negative VOBA —

Interest expense on debt
Other expenses
Total expenses

Provision for income tax expense

(benefit)
Operating earnings
Adjustments to:
Total revenues
Total expenses

Operating Results

Americas

Group, orpo "j‘fe

) Voluntar )
Retail & Work )Ea Americ};mal Asia
ndin

Benefits
(In millions)
$1,747 $4,104 $319 $783 $6,953 $1,809
1,252 183 59 301 1,795 400
2,003 481 1,526 283 4,293 679
263 114 77 7 461 28
5,265 4,882 1,981 1,374 13,502 2916
2,373 3,805 933 744 7,855 1,375
551 38 294 89 972 328
257 Y@B6 )Y@ ) A00) (397 ) (398

39 6 86 531 336

— — (r Ha ) (78
_ _ 1 _ 1 _
1,220 681 130 419 2,450 869
4,287 4,527 1,360 1,237 11,411 2,432
288 124 215 21 648 59
$690  $231 $406 $116 $1,443 $425

Provision for income tax (expense) benefit
Income (loss) from continuing operations, net of income tax

13

Corporate
EMEA & Total
Other
$525 $26  $9,313
114 26 2,335
84 129 5,185
19 19 527
742 200 17,360
265 8 9,503
34 8 1,342
) (132) — (927
133 1 1,001
)4 ) — (83
— 306 307
380 174 3,882
685 497 15,025
7 (175 ) 539
$50  $(122) 1,796

(1,194
(28
545

$1,119

AdJ“SHB%rs‘éﬁlda

$(1) $9,312
99 2,434

(23§ 4,947
(9 ) 518
(133 (133 )
(912 (912 )
(1,1946,166

180 9,683

(44) 1,298

)— 927 )
(109 897
)© ) O2 )
1 308
4 3,886
28 15,053

G436 )

)
)

$1,119
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2. Segment Information (continued)

Operating Results

Americas
Three Months Ended June 30 Sr(l)up’ orpo "i‘fe Corporate
20 ;Ze onths tnded June 30, Retail &o\;]mtir)g Americ};mal Asia EMEA & Total AdJusgi%rétosh ds
ndin Other
Benefits
(In millions)
Revenues
Premiums $1,812 $4,038 $686 $798 $7,334 $1,913 $584 $22  $9,853 $20 $9,873
Universal life and
investment-type product policy 1,256 181 55 317 1,809 400 117 34 2,360 98 2,458
fees
Net investment income 1,947 465 1,413 301 4,126 724 112 133 5,095 164 5,259
Other revenues 265 104 75 9 453 24 11 5 493 (3 ) 490
Net investment gains (losses) — — — — — — — — — (125 (125 )
Net derivative gains (losses) — — — — — — — — — 311 311
Total revenues 5,280 4,788 2,229 1,425 13,722 3,061 824 194 17,801 465 18,266
Expenses
Policyholder benefits and claims ) y30° 3709 1273 749 8249 1425 271 19 9964 421 10385
and policyholder dividends
Interest credited to policyholder 3¢, 39 57 109 9g7 304 35 9 1,425 284 1,709
account balances
Capitalization of DAC 249 )Y @36 ) (18 ) (101 ) (404 ) 457 ) (170) — (1,031 ) (1 ) (1,032)
Amortization of DAC and VOBA 378 35 6 84 503 362 160 — 1,025 37 1,062
Amortization of negative VOBA — — — a1 Hya )92 )6 ) — Q99 ) A2) 11 )
Interest expense on debt — — 2 — 2 — — 297 299 13 312
Other expenses 1,181 638 129 436 2,384 977 456 162 3,979 12 3,991
Total expenses 4,309 4465 1,679 1,267 11,720 2,609 746 487 15,562 754 16,316
Provision forincome tax expense oo, 114 187 2 617 128 6 (133 ) 618 (44) 574
(benefit)
Operating earnings $677  $209  $363 $136 $1,385 $324 $72  $(160) 1,621
Adjustments to:
Total revenues 465
Total expenses (754 )
Provision for income tax (expense) benefit 44
Income (loss) from continuing operations, net of income tax $1,376 $1,376
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2. Segment Information (continued)

Operating Results

Americas
Group
* Corporate. Corporate
Six Months Ended June 30, 2015 Retail V"l“ma‘i%enefir'gatm. Total Asia EMEA &  Total Adju%?rtlaélniis
& Work%lte . America onsolidated
.. Funding Other
Benefits
(In millions)
Revenues
Premiums $3,496 $8,221 $737 $1,482 $13,936 $3,561 $1,033 $36 $18,566 $(1)$18,565

Universal life and
investment-type product policy 2,488 371 113 595 3,567 797 216 49 4,629 199 4,828
fees

Net investment income 3,983 959 2,956 501 8,399 1,363 167 238 10,167 241 10,408
Other revenues 514 227 148 17 906 56 29 39 1,030 (17)1,013
Net investment gains (losses) — — — — — — — — — 153 153

Net derivative gains (losses) — — — — — — — — — 91)(91 )
Total revenues 10,481 9,778 3,954 2,595 26,808 5,777 1,445 362 34,392 484 34,876
Expenses

Policyholder benefits and claims
and policyholder dividends
Interest credited to policyholder
account balances

4,822 7,640 1,924 1,325 15,711 2,715 504 20 18,950 329 19,279

1,093 75 587 175 1,930 665 64 14 2,673 620 3,293

Capitalization of DAC (504 (72 )0 QL1 )97  )(833 )(265 )— (1,895 )— (1,895 )
Amortization of DAC and VOBA 775 80 11 164 1,030 662 261 1 1,954  (32)1,922
Amortization of negative VOBA — — — (1 )(1 )(164 H(8 )— (173 H)(19)(192 )
Interest expense on debt (1 )— 2 — 1 — — 603 604 2 606
Other expenses 2,396 1,345 254 844 4,839 1,773 751 319 7,682 9 7,691
Total expenses 8,581 9,068 2,768 2,296 22,713 4818 1,307 957 29,795 909 30,704
f;:;é?fig“ forincome tax expense s, 55y 411 53 1271 207 18 (363 )1,133 (243890
Operating earnings $1,343 $459 $775 $247 $2.824 $752 $120 $(232)3,464

Adjustments to:

Total revenues 484

Total expenses 909 )

Provision for income tax (expense) benefit 243

Income (loss) from continuing operations, net of income tax $3,282 $3,282
15
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2. Segment Information (continued)

Six Months Ended June 30, 2014

Revenues

Premiums

Universal life and
investment-type product policy
fees

Net investment income

Other revenues

Net investment gains (losses)
Net derivative gains (losses)
Total revenues

Expenses

Policyholder benefits and claims
and policyholder dividends
Interest credited to policyholder
account balances

Capitalization of DAC

Amortization of DAC and VOBA 807

Amortization of negative VOBA
Interest expense on debt

Other expenses

Total expenses

Provision for income tax expense
(benefit)

Operating earnings

Adjustments to:

Total revenues

Total expenses

Operating Results

- Form 10-Q

Americas

Group

’Corporate. .
) Voluntar . iatm )
Retail & Works)i%gne.ﬁt America Total Asia
.. Funding

Benefits
(In millions)
$3,536 $8,040 $987 $1,481 $14,044 $3,803
2,503 358 112 628 3,601 789
3,941 921 2,795 598 8,255 1,424
510 211 143 16 880 51
10,490 9,530 4,037 2,723 26,780 6,067
4,845 7,570 2,161 1,365 15,941 2,822
1,116 79 565 198 1,958 781
483 )Y (@0 ) A9 ) (208 ) (780 ) (951

71 10 163 1,051 700
— — — (1 ) (1 ) (186
_ _ 4 _ 4 _
2,323 1,266 244 872 4,705 1,968
8,008 8916 2965 2,380 22,878 5,134
569 215 369 40 1,193 276
$1,313 $399 $703 $294  $2,709 $657

Provision for income tax (expense) benefit
Income (loss) from continuing operations, net of income tax

16

EMEA

$1,181

226

219
27

1,653

532

69

) (346
324
) (15

920
1,484

26
$143

Corporate

&  Total Adjus%%‘
Other |
$42  $19,070 $22 $1
67 4683 196 48
282 10,180 114 10,
26 984  (16) 96¢
— (536) (53
— 654 65
417 34917 434 35,
42 19337 675 20,
18 2,826 352 3,1
) — (2,077 ) (1 ) 2,
— 2075 45 21
) — Q02 ) (24) (22
5890 593 31 62
337 7930 15 79
986 30482 109331,
Q73 ) 1222 (164 1,0
$(296) 3,213

434

(1,093 )

164

$2,718 $2.

26



Edgar Filing: METLIFE INC - Form 10-Q

Table of Contents

MetLife, Inc.

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
2. Segment Information (continued)

The following table presents total assets with respect to the Company’s segments, as well as Corporate & Other, at:

June 30, 2015 December 31,

2014

(In millions)
Retail $357,228 $359,188
Group, Voluntary & Worksite Benefits 46,395 46,483
Corporate Benefit Funding 231,739 228,543
Latin America 70,541 72,259
Asia 113,676 117,894
EMEA 28,472 29,217
Corporate & Other 50,358 48,753
Total $898,409 $902,337
3. Insurance
Guarantees

As discussed in Notes 1 and 4 of the Notes to the Consolidated Financial Statements included in the 2014 Annual
Report, the Company issues variable annuity products with guaranteed minimum benefits. The portions of both
non-life-contingent guaranteed minimum withdrawal benefits (“GMWBs”) and the GMIBs that do not require
annuitization are accounted for as embedded derivatives in policyholder account balances and are further discussed in
Note 6.

The Company also issues two tier annuity contracts that apply a lower rate on funds deposited if the contractholder
elects to surrender the contract for cash (the “lower tier””) and a higher rate if the contractholder elects to annuitize (the
“upper tier”’). These guarantees include benefits that are payable in the event of death, maturity or at annuitization.
Certain other annuity contracts contain guaranteed annuitization benefits that may be above what would be provided
by the current account value of the contract. Additionally, the Company issues universal and variable life contracts
where the Company contractually guarantees to the contractholder a secondary guarantee or a guaranteed paid-up
benefit.

Based on the type of guarantee, the Company defines net amount at risk as listed below. These amounts include direct
and assumed business, but exclude offsets from hedging or ceded reinsurance, if any.

Variable Annuities

In the Event of Death

Defined as the death benefit less the total contract account value, as of the balance sheet date. It represents the amount
of the claim that the Company would incur if death claims were filed on all contracts on the balance sheet date and
includes any additional contractual claims associated with riders purchased to assist with covering income taxes
payable upon death.

At Annuitization

Defined as the amount (if any) that would be required to be added to the total contract account value to purchase a
lifetime income stream, based on current annuity rates, equal to the minimum amount provided under the guaranteed
benefit. This amount represents the Company’s potential economic exposure to such guarantees in the event all
contractholders were to annuitize on the balance sheet date, even though the contracts contain terms that allow
annuitization of the guaranteed amount only after the 10th anniversary of the contract, which not all contractholders
have achieved.

Two Tier and Other Annuities

Two tier annuities are defined as the excess of the upper tier, adjusted for a profit margin, less the lower tier, as of the
balance sheet date. Other annuities are defined as the amount (if any) that would be required to be added to the total
contract account value to purchase a lifetime income stream, based on current annuity rates, equal to the minimum
amount provided under the guaranteed benefit. This amount represents the Company’s potential economic exposure to
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such guarantees in the event all contractholders were to annuitize on the balance sheet date.
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3. Insurance (continued)

Universal and Variable Life Contracts
Defined as the guarantee amount less the account value, as of the balance sheet date. It represents the amount of the
claim that the Company would incur if death claims were filed on all contracts on the balance sheet date.
Information regarding the types of guarantees relating to annuity contracts and universal and variable life contracts
was as follows at:
June 30, 2015 December 31, 2014
In the At In the At
Event of Death Annuitization Event of Death Annuitization
(In millions)
Annuity Contracts (1)
Variable Annuities

Total contract account value (2) $193,102 $97,772 $196,595 $99,000
Separate account value $161,952 $94.416 $163,566 $95,963
Net amount at risk (2) $5,107 $1,821 $4,230 $1,770
Average attained age of contractholders 66 years 66 years 65 years 65 years
Two Tier and Other Annuities
Account value N/A $958 N/A $1,040
Net amount at risk N/A $281 N/A $340
Average attained age of contractholders N/A 51 years N/A 50 years
June 30, 2015 December 31, 2014
Secondary Paid-Up Secondary Paid-Up
Guarantees Guarantees Guarantees Guarantees

(In millions)
Universal and Variable Life Contracts (1)

Account value (general and separate account) $17,273 $3,524 $16,875 $3,587
Net amount at risk $177,498 $19,669 $180,069 $20,344
Average attained age of policyholders 57 years 61 years 56 years 61 years

The Company’s annuity and life contracts with guarantees may offer more than one type of guarantee in each

contract. Therefore, the amounts listed above may not be mutually exclusive.

(2)Includes amounts, which are not reported on the consolidated balance sheets, from assumed business of certain
variable annuity products from the Company’s former operating joint venture in Japan.

4. Closed Block

On April 7, 2000 (the “Demutualization Date”’), Metropolitan Life Insurance Company (“MLIC”) converted from a mutual

life insurance company to a stock life insurance company and became a wholly-owned subsidiary of MetLife, Inc. The

conversion was pursuant to an order by the New York Superintendent of Insurance approving MLIC’s plan of

reorganization, as amended (the “Plan of Reorganization™). On the Demutualization Date, MLIC established a closed

block for the benefit of holders of certain individual life insurance policies of MLIC.

Experience within the closed block, in particular mortality and investment yields, as well as realized and unrealized

gains and losses, directly impact the policyholder dividend obligation. Amortization of the closed block DAC, which

resides outside of the closed block, is based upon cumulative actual and expected earnings within the closed block.

Accordingly, the Company’s net income continues to be sensitive to the actual performance of the closed block.

Closed block assets, liabilities, revenues and expenses are combined on a line-by-line basis with the assets, liabilities,

revenues and expenses outside the closed block based on the nature of the particular item.

ey
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4. Closed Block (continued)

Information regarding the closed block liabilities and assets designated to the closed block was as follows at:

Closed Block Liabilities

Future policy benefits

Other policy-related balances

Policyholder dividends payable

Policyholder dividend obligation

Current income tax payable

Other liabilities

Total closed block liabilities

Assets Designated to the Closed Block

Investments:

Fixed maturity securities available-for-sale, at estimated fair value
Equity securities available-for-sale, at estimated fair value
Mortgage loans

Policy loans

Real estate and real estate joint ventures

Other invested assets

Total investments

Cash and cash equivalents

Accrued investment income

Premiums, reinsurance and other receivables

Deferred income tax assets

Total assets designated to the closed block

Excess of closed block liabilities over assets designated to the closed block
Amounts included in accumulated other comprehensive income
(loss) (“AOCT”)

Unrealized investment gains (losses), net of income tax
Unrealized gains (losses) on derivatives, net of income tax
Allocated to policyholder dividend obligation, net of income tax
Total amounts included in AOCI

Maximum future earnings to be recognized from closed block assets and
liabilities

June 30, 2015

(In millions)

$41,367
283

485
2,328

4

570
45,037

27,799
120
6,202
4,645
649
1,061
40,476
395
464

93

269
41,697
3,340

1,720
45
(1,513
252

$3,592

Information regarding the closed block policyholder dividend obligation was as follows:

Balance, beginning of period
Change in unrealized investment and derivative gains (losses)
Balance, end of period

19

Six Months
Ended
June 30, 2015

(In millions)
$3,155

(827

$2,328

December 31,
2014

$41,667
265

461
3,155

1

646
46,195

29,199
91
6,076
4,646
666
1,065
41,743
227
477

67

289
42,803
3,392

2,291
28
(2,051
268

$3,660

Year

Ended
December 31,
2014

$1,771
1,384
$3,155
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4. Closed Block (continued)

Information regarding the closed block revenues and expenses was as follows:

Three Months Six Months

Ended Ended

June 30, June 30,

2015 2014 2015 2014

(In millions)
Revenues
Premiums $457 $473 $887 $919
Net investment income 498 522 1,013 1,052
Net investment gains (losses) 2 8 1 8
Net derivative gains (losses) (13 ) (3 ) 12 4 )
Total revenues 944 1,000 1,913 1,975
Expenses
Policyholder benefits and claims 643 645 1,251 1,269
Policyholder dividends 244 243 484 476
Other expenses 36 38 73 79
Total expenses 923 926 1,808 1,824
Revenues, net Qf expenses before provision for income tax 71 74 105 151
expense (benefit)
Provision for income tax expense (benefit) 8 26 37 53
Revenges, net of expenses and provision for income tax expense $13 $48 $68 $98
(benefit)

MLIC charges the closed block with federal income taxes, state and local premium taxes and other additive state or
local taxes, as well as investment management expenses relating to the closed block as provided in the Plan of
Reorganization. MLIC also charges the closed block for expenses of maintaining the policies included in the closed
block.

5. Investments

Fixed Maturity and Equity Securities Available-for-Sale

Fixed Maturity and Equity Securities Available-for-Sale by Sector

The following table presents the fixed maturity and equity securities available-for-sale (“AFS”) by sector. Redeemable
preferred stock is reported within U.S. corporate and foreign corporate fixed maturity securities and non-redeemable
preferred stock is reported within equity securities. Included within fixed maturity securities are structured securities
including residential mortgage-backed securities (“RMBS”’), commercial mortgage-backed securities (“CMBS”) and
asset-backed securities (“ABS”).
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June 30, 2015 December 31, 2014

Cost or Gross Unrealized Estimated Cost or Gross Unrealized Estimated
Amortized TemporaryOTTI Fair Amortized TemporaryOTTI Fair

Cost Gains Losses  Losses Value Cost Gains Losses Losses Value

(In millions)
Fixed maturity securities
U.S. corporate  $94,375 $7,977 $1206 $— $101,146 $96,235 §$10,343 $624 $—  $105,954

Foreign 56284 3882 1,068 — 59098 57695 4651 664 T 61675
corporate
US.Treasury - 53063 4854 399 — 57538 54654 6892 30 — 61516
and agency
Foreign 46,004 5206 153  — 51057 47327 5500 161  — 52,666
government
RMBS 40,188 1719 345 44 41518 38064 2,102 214 106 39,846
State and
political 13,530 1735 101 — 15164 12922 2291 26 — 15187
subdivision
CMBS (1) 11472 453 84 (1 ) 11,842 13762 615 46 (1) 14332
ABS 13,897 203 103 7 13990 14121 240 112 — 14249
Total fixed
maturity $328,833 $26,029 $3459 $50 $351,353 $334.780 $32.634 $1.877 $112 $365425
securities

Equity securities
Common stock $2,058 $558 $27 $—  $2,589  $1,990 $554 $28 $— %2516
Non-redeemabdle | 5o 75 46 — 1,088 1,086 68 39 — LIS
preferred stock
Total equity

.. $3.,117 $633 $73 $— $3,677 $3,076 $622 $67 $— $3,631
securities

The noncredit loss component of other-than-temporary-impairment (“OTTI”) losses for CMBS was in an unrealized
gain position of $1 million at both June 30, 2015 and December 31, 2014, due to increases in estimated fair value
subsequent to initial recognition of noncredit losses on such securities. See also “— Net Unrealized Investment Gains
(Losses).”

The Company held non-income producing fixed maturity securities with an estimated fair value of $84 million and

$64 million with unrealized gains (losses) of $31 million and $28 million at June 30, 2015 and December 31, 2014,
respectively.

Maturities of Fixed Maturity Securities

The amortized cost and estimated fair value of fixed maturity securities, by contractual maturity date, were as follows

at June 30, 2015:

ey

Due After Due After

Due in One One Year Five Years Due After Structured I;;zirilxed
Year or Less Through Through Ten Ten Years  Securities 1y
. Securities
Five Years Years
(In millions)
Amortized cost $12,889 $71,122 $72,803 $106,462 $65,557 $328,833
Estimated fair value $13,015 $74,685 $77.611 $118,692 $67,350 $351,353
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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 presented in the year of final contractual maturity.
Structured securities (RMBS, CMBS and ABS) are shown separately, as they are not due at a single maturity.
Continuous Gross Unrealized Losses for Fixed Maturity and Equity Securities AFS by Sector

The following table presents the estimated fair value and gross unrealized losses of fixed maturity and equity
securities AFS in an unrealized loss position, aggregated by sector and by length of time that the securities have been
in a continuous unrealized loss position.
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5. Investments (continued)

June 30, 2015 December 31, 2014

Less than 12 Months Equal to or Greater Equal to or Greater

Less than 12 Months

than 12 Months than 12 Months
Estimated Gross Estimated Gross Estimated Gross Estimated Gross
Fair Unrealized Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses Value Losses

(In millions, except number of securities)
Fixed maturity securities

U.S. corporate $19,772 $944 $2,353 $262 $11,389 $331 $4,658 $293
Foreign corporate 12,921 871 1,726 197 9,410 505 2,074 166
U.S. Treasury and 9,657 395 301 4 8,927 12 1,314 18
agency

Foreign government 3,025 91 435 62 1,085 80 630 81
RMBS 12,298 199 1,767 190 4,180 92 2,534 228
State and political 1,752 78 101 23 83 1 297 25
subdivision

CMBS 2,553 61 413 22 1,268 23 934 22
ABS 5,068 68 1,463 42 4,456 57 1,440 55

Total fixed maturity — ¢c- 16 62707 $8.559  $802 $40,798 $1.101  $13.881 $888

securities

Equity securities

Common stock $191 $27 $3 $— $111 $28 $1 $—
Non-redeemable 84 3 185 43 67 2 192 37
preferred stock

Total equity securities  $275 $30 $188 $43 $178 $30 $193 $37
Total number of

securities in an 4,916 1,060 3,153 1,435

unrealized loss position

Evaluation of AFS Securities for OTTI and Evaluating Temporarily Impaired AFS Securities

As described more fully in Notes 1 and 8 of the Notes to the Consolidated Financial Statements included in the

2014 Annual Report, the Company performs a regular evaluation of all investment classes for impairment, including
fixed maturity securities, equity securities and perpetual hybrid securities, in accordance with its impairment policy, in
order to evaluate whether such investments are other-than-temporarily impaired.

Current Period Evaluation

Based on the Company’s current evaluation of its AFS 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, selling and any requirements to sell these securities, the Company concluded that these securities were not
other-than-temporarily impaired at June 30, 2015. Future OTTI 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, collateral valuation, interest rates and credit spreads. If economic fundamentals deteriorate or if there
are adverse changes in the above factors, OTTI may be incurred in upcoming periods.

Gross unrealized losses on fixed maturity securities increased $1.5 billion during the six months ended June 30, 2015
to $3.5 billion. The increase in gross unrealized losses for the six months ended June 30, 2015 was primarily
attributable to an increase in interest rates, and to a lesser extent, widening credit spreads.

At June 30, 2015, $275 million of the total $3.5 billion of gross unrealized losses were from 63 fixed maturity
securities with an unrealized loss position of 20% or more of amortized cost for six months or greater.
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Investment Grade Fixed Maturity Securities

Of the $275 million of gross unrealized losses on fixed maturity securities with an unrealized loss of 20% or more of
amortized cost for six months or greater, $216 million, or 79%, were related to gross unrealized losses on 35
investment grade fixed maturity securities. Unrealized losses on investment grade fixed maturity securities are
principally related to widening credit spreads and, with respect to fixed-rate fixed maturity securities, rising interest
rates since purchase.
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5. Investments (continued)

Below Investment Grade Fixed Maturity Securities

Of the $275 million of gross unrealized losses on fixed maturity securities with an unrealized loss of 20% or more of
amortized cost for six months or greater, $59 million, or 21%, were related to gross unrealized losses on 28 below
investment grade fixed maturity securities. Unrealized losses on below investment grade fixed maturity securities are
principally related to non-agency RMBS (primarily alternative residential mortgage loans), state and political
subdivision securities (primarily tax-exempt revenue bonds) and foreign corporate securities (primarily consumer
services industry securities) and are the result of significantly wider credit spreads resulting from higher risk
premiums since purchase, largely due to economic and market uncertainties including concerns over valuations of
residential real estate supporting non-agency RMBS. Management evaluates non-agency RMBS based on actual and
projected 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 evaluates foreign corporate and state and political
subdivision securities based on factors such as expected cash flows and the financial condition and near-term and
long-term prospects of the issuers.

Equity Securities

Gross unrealized losses on equity securities increased $6 million during the six months ended June 30, 2015 to

$73 million. Of the $73 million, $30 million were from eight securities with gross unrealized losses of 20% or more of
cost for 12 months or greater. Of the $30 million, 57% were from securities rated A or better, and all were from
financial services industry investment grade non-redeemable preferred stock securities.

Mortgage Loans

Mortgage Loans by Portfolio Segment

Mortgage loans are summarized as follows at:

June 30, 2015 December 31, 2014

Carrying % of Carrying % of

Value Total Value Total

(In millions) (In millions)
Mortgage loans:
Commercial $42,953 67.1 % $41,088 68.3 %
Agricultural 12,498 19.5 12,378 20.6
Residential 8,273 12.9 6,369 10.6
Subtotal (1) 63,724 99.5 59,835 99.5
Valuation allowances (325 ) (0.5 ) (305 ) (0.5 )
Subtotal mortgage loans, net 63,399 99.0 59,530 99.0
Residential — fair value option (“FVO”) 345 0.6 308 0.5
Commercial mortgage loans held by CSEs — FVO 266 0.4 280 0.5
Total mortgage loans, net $64,010 100.0 % $60,118 100.0 %

Purchases of mortgage loans were $785 million and $2.2 billion for the three months and six months ended
(1)June 30, 2015, respectively. Purchases of mortgage loans were $818 million and $1.4 billion for the three months
and six months ended June 30, 2014, respectively.
See “— Variable Interest Entities” for discussion of consolidated securitization entities (“CSEs”).
Information on commercial, agricultural and residential mortgage loans is presented in the tables below. Information
on residential - FVO and commercial mortgage loans held by CSEs - FVO is presented in Note 7. The Company elects
the FVO for certain mortgage loans and related long-term debt that are managed on a total return basis.
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Mortgage Loans, Valuation Allowance and Impaired Loans by Portfolio Segment
Mortgage loans by portfolio segment, by method of evaluation of credit loss, impaired mortgage loans including those
modified in a troubled debt restructuring, and the related valuation allowances, were as follows at:

Evaluated Impaired
Evaluated Individually for Credit Losses Collectively for p
. Loans
Credit Losses

Impaired Loans

without a Valuation

Allowance

Ur}p a}d Recorded Valuation Ur.lpa.ld

Principal Principal
Investment Allowances

Balance Balance

(In millions)

Impaired Loans with a
Valuation Allowance

Recorded Recorded Valuation Carrying
Investment InvestmentAllowances Value

June 30, 2015

Commercial $70 $70 $18 $83 $383 $42,800 $ 210 $135
Agricultural 51 48 3 16 16 12,434 38 61
Residential — — — 91 83 8,190 56 83
Total $121 $118 $ 21 $190 $ 182 $63,424 $ 304 $279
December 31, 2014

Commercial $75 $75 $ 24 $101 $ 100 $40,913 $ 200 $151
Agricultural 51 48 2 14 13 12,317 37 59
Residential — — — 40 37 6,332 42 37
Total $126 $ 123 $ 26 $155 $ 150 $59,562 $ 279 $247

The average recorded investment for impaired commercial, agricultural and residential mortgage loans was

$160 million, $64 million and $70 million, respectively, for the three months ended June 30, 2015; and $165 million,
$63 million and $59 million, respectively, for the six months ended June 30, 2015.

The average recorded investment for impaired commercial, agricultural and residential mortgage loans was

$462 million, $88 million and $9 million, respectively, for the three months ended June 30, 2014; and $476 million,
$92 million and $12 million, respectively, for the six months ended June 30, 2014.

Valuation Allowance Rollforward by Portfolio Segment

The changes in the valuation allowance, by portfolio segment, were as follows:

Six Months

Ended

June 30,

2015 2014

Commercialgricultural Residential Total CommerciaAgricultural Residential Total

(In millions)
E:rlglfe’ beginning of ¢ 54§39 $ 42 $305  $258  $44 $ 20 $322
Provision (release) 4 2 23 29 4 ) (2 ) 3 @3 )
Charge-offs, net of
recoveries — — © ) ) (24 ) — ¢ ) 25 )
Balance, end of period $228 $ 41 $ 56 $325 $230 $42 $22 $294
24
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Credit Quality of Commercial Mortgage Loans
The credit quality of commercial mortgage loans was as follows at:

Recorded Investment Estimated % of

Debt Service Coverage Ratios % of Fair Value Total

> 1.20x 1.00x - 1.20x < 1.00x Total Total

(In millions) (In millions)
June 30, 2015
Loan-to-value ratios
Less than 65% $35,710 $1,216 $658 $37,584 87.5 % $39,102 879 %
65% to 75% 3,911 349 63 4,323 10.1 4,345 9.8
76% to 80% 133 — 8 141 0.3 148 0.3
Greater than 80% 541 259 105 905 2.1 904 2.0
Total $40,295 $ 1,824 $834 $42,953 100.0 % $44,499 1000 %
December 31, 2014
Loan-to-value ratios
Less than 65% $33,933 $ 1,105 $1,101 $36,139 88.0 % $38,160 884 %
65% to 75% 3,306 405 87 3,798 9.2 3,873 9.0
76% to 80% 130 — 15 145 0.4 153 0.3
Greater than 80% 562 281 163 1,006 2.4 987 2.3
Total $37,931 $ 1,791 $1,366 $41,088 100.0 % $43,179 1000 %

Credit Quality of Agricultural Mortgage Loans
The credit quality of agricultural mortgage loans was as follows at:

June 30, 2015 December 31, 2014
Recorded % of Recorded % of
Investment Total Investment Total
(In millions) (In millions)
Loan-to-value ratios
Less than 65% $11,733 93.8 % $11,743 94.9 %
65% to 75% 625 5.0 533 4.3
76% to 80% 70 0.6 17 0.1
Greater than 80% 70 0.6 85 0.7
Total $12,498 1000 % $12,378 1000 %

The estimated fair value of agricultural mortgage loans was $12.9 billion and $12.8 billion at June 30, 2015 and
December 31, 2014, respectively.

Credit Quality of Residential Mortgage Loans

The credit quality of residential mortgage loans was as follows at:

June 30, 2015 December 31, 2014
Recorded % of Recorded % of
Investment Total Investment Total
(In millions) (In millions)
Performance indicators
Performing $7,752 93.7 % $6,196 97.3 %
Nonperforming 521 6.3 173 2.7
Total $8,273 1000 % $6,369 1000 %
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5. Investments (continued)

The estimated fair value of residential mortgage loans was $8.6 billion and $6.6 billion at June 30, 2015 and
December 31, 2014, respectively.

Past Due and Interest Accrual Status of Mortgage Loans

The Company has a high quality, well performing mortgage loan portfolio, with 99% of all mortgage loans classified
as performing at both June 30, 2015 and December 31, 2014. The Company defines delinquency consistent with
industry practice, when mortgage loans are past due as follows: commercial and residential mortgage loans — 60 days
and agricultural mortgage loans — 90 days. The past due and accrual status of mortgage loans at recorded investment,
prior to valuation allowances, by portfolio segment, were as follows at:

Past Due Nonaccrual Status
June 30, 2015 December 31, 2014 June 30, 2015 December 31, 2014
(In millions)

Commercial $10 $10 $70 $75

Agricultural 33 1 46 41

Residential 521 173 512 163

Total $564 $184 $628 $279

Mortgage Loans Modified in a Troubled Debt Restructuring

For a small portion of the mortgage loan portfolio, classified as troubled debt restructurings, concessions are granted
related to borrowers experiencing 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. During both the three months and six
months ended June 30, 2015 and 2014, the Company did not have a significant amount of mortgage loans modified in
a troubled debt restructuring.

Cash Equivalents

The carrying value of cash equivalents, which includes securities and other investments with an original or remaining
maturity of three months or less at the time of purchase, was $2.7 billion and $4.5 billion at June 30, 2015 and
December 31, 2014, respectively.

Net Unrealized Investment Gains (Losses)

Unrealized investment gains (losses) on fixed maturity and equity securities AFS and the effect on DAC, VOBA,
deferred sales inducements (“DSI”), future policy benefits and the policyholder dividend obligation, that would result
from the realization of the unrealized gains (losses), are included in net unrealized investment gains (losses) in AOCIL.
The components of net unrealized investment gains (losses), included in AOCI, were as follows:

June 30, 2015 December 31,

2014
(In millions)

Fixed maturity securities $22,167 $30,367
Fixed maturity securities with noncredit OTTTI losses in AOCI (50 ) (112 )
Total fixed maturity securities 22,117 30,255
Equity securities 620 608
Derivatives 1,804 1,761
Other 192 149
Subtotal 24,733 32,773
Amounts allocated from:
Future policy benefits (1,309 ) (2,886 )
DAC and VOBA related to noncredit OTTI losses recognized in AOCI 4 ) 4 )
DAC, VOBA and DSI (1,451 ) (1,946 )
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Policyholder dividend obligation (2,328
Subtotal (5,092
Deferred income tax benefit (expense) related to noncredit OTTI losses recognized 20

in AOCI

Deferred income tax benefit (expense) (6,774
Net unrealized investment gains (losses) 12,887
Net unrealized investment gains (losses) attributable to noncontrolling interests (24

Net unrealized investment gains (losses) attributable to MetLife, Inc. $12,863

)
)

(3,155
(7,991

42

(8,556
16,268
(33
$16,235

The changes in fixed maturity securities with noncredit OTTI losses included in AOCI were as follows:
Year
Ended

Six Months
Ended

June 30, 2015

(In millions)

Balance, beginning of period $(112
Noncredit OTTI losses and subsequent changes recognized 12
Securities sold with previous noncredit OTTI loss 88
Subsequent changes in estimated fair value (38
Balance, end of period $(50

26

December 31,

2014

) $(218

17

53
) 36
) $(112
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5. Investments (continued)

The changes in net unrealized investment gains (losses) were as follows:

Six Months
Ended

June 30, 2015
(In millions)

Balance, beginning of period $16,235

Fixed maturity securities on which noncredit OTTTI losses have been recognized 62

Unrealized investment gains (losses) during the period (8,102 )
Unrealized investment gains (losses) relating to:

Future policy benefits 1,577

DAC and VOBA related to noncredit OTTI losses recognized in AOCI —

DAC, VOBA and DSI 495

Policyholder dividend obligation 827

Deferred income tax benefit (expense) related to noncredit OTTI losses recognized in AOCI (22 )
Deferred income tax benefit (expense) 1,782

Net unrealized investment gains (losses) 12,854

Net unrealized investment gains (losses) attributable to noncontrolling interests 9

Balance, end of period $12,863

Change in net unrealized investment gains (losses) $(3,381 )
Change in net unrealized investment gains (losses) attributable to noncontrolling interests 9

Change in net unrealized investment gains (losses) attributable to MetLife, Inc. $(3,372 )

Concentrations of Credit Risk

Investments in any counterparty that were greater than 10% of the Company’s equity, other than the U.S. government

and its agencies, were in fixed income securities of the Japanese government and its agencies with an estimated fair

value of $20.2 billion and $20.3 billion at June 30, 2015 and December 31, 2014, respectively. The Company’s
investment in fixed maturity and equity securities to counterparties that primarily conduct business in Japan, including
Japan government and agency fixed maturity securities, was $25.3 billion and $25.5 billion at June 30, 2015 and

December 31, 2014, respectively.
Securities Lending

The Company participates in a securities lending program whereby securities are loaned to third parties, primarily
brokerage firms and commercial banks. The Company obtains collateral, usually cash, in an amount generally equal to

102% of the estimated fair value of the securities loaned at inception of the loan. The Company monitors the
estimated fair value of the securities loaned on a daily basis with additional collateral obtained as necessary

throughout the duration of the loan.
Elements of the securities lending program are presented below at:
June 30, 2015
(In millions)
Securities on loan: (1)

December 31, 2014

Amortized cost $28,043 $26,989
Estimated fair value $29.853 $30,269
Cash collateral on deposit from counterparties (2) $30,511 $30,826
Security collateral on deposit from counterparties (3) $99 $83

Reinvestment portfolio — estimated fair value $30,799 $31,314

(1)Included within fixed maturity securities and short-term investments. At June 30, 2015, both amortized cost and
estimated fair value also include $217 million, at estimated fair value, of securities which are not reflected in the
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(2)Included within payables for collateral under securities loaned and other transactions.
3) Security collateral on deposit from counterparties may not be sold or re-pledged, unless the counterparty is in
default, and is not reflected in the consolidated financial statements.
The cash collateral liability by loaned security type and remaining tenor of the agreements were as follows at:
June 30, 2015
Remaining Tenor of Securities Lending Agreements
Open (1) I Month or 1 to 6 Months 6 Months to 1 Total % of Total
Less Year
(In millions)
Cash collateral liability by

loaned security type

U.S. Treasury and agency $10,610 $8,731 $6,847 $881 $27,069  88.7 %
Agency RMBS — 170 1,760 — 1,930 6.4
Foreign government 5 974 218 — 1,197 3.9
U.S. corporate — 276 — — 276 0.9
Foreign corporate 6 33 — — 39 0.1
Total $10,621  $10,184 $8,825 $881 $30,511 1000 %

December 31, 2014
Remaining Tenor of Securities Lending Agreements
Open (1) I Month or 1 to 6 Months 6 Months to 1 Total % of Total
Less Year
(In millions)
Cash collateral liability by

loaned security type

U.S. Treasury and agency $10,371 $10,423 $5,239 $— $26,033 84.5 %
Agency RMBS — 482 2,572 — 3,054 9.9
Foreign government 30 1,034 81 — 1,145 3.7
U.S. corporate 125 182 — — 307 1.0
Foreign corporate 175 112 — — 287 0.9
Total $10,701  $12,233 $7,892 $— $30,826 1000 %

1) The related loaned security could be returned to the Company on the next business day which would require
the Company to immediately return the cash collateral.
If the Company is required to return significant amounts of cash collateral on short notice and is forced to sell
securities to meet the return obligation, it may have difficulty selling such collateral that is invested in securities in a
timely manner, be forced to sell securities in a volatile or illiquid market for less than what otherwise would have been
realized under normal market conditions, or both. The estimated fair value of the securities on loan related to the cash
collateral on open at June 30, 2015 was $10.3 billion, over 99% of which were U.S. Treasury and agency securities
which, if put back to the Company, could be immediately sold to satisfy the cash requirement.
The reinvestment portfolio acquired with the cash collateral consisted principally of fixed maturity securities
(including agency RMBS, U.S. Treasury and agency, ABS, U.S. corporate, non-agency RMBS and foreign corporate
securities) with over 60% invested in agency RMBS, U.S. Treasury and agency securities, short-term investments, or
held in cash and cash equivalents. If the securities on loan or the reinvestment portfolio become less liquid, the
Company has the liquidity resources of most of its general account available to meet any potential cash demands when
securities on loan are put back to the Company.
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Repurchase Agreement Transactions

Commencing in the first quarter of 2015, the Company began participating in short-term repurchase agreements and
reverse repurchase agreements with unaffiliated financial institutions. Under these agreements, the Company lends
fixed maturity securities and contemporaneously borrows other fixed maturity securities (e.g., repurchase and reverse
repurchase, respectively). The Company obtains cash collateral in an amount greater than or equal to 95% of the
estimated fair value of the securities loaned, and pledges cash collateral in an amount generally equal to 98% of the
estimated fair value of the borrowed securities at the inception of the transaction. The Company monitors the
estimated fair value of the securities loaned and borrowed on a daily basis with additional collateral obtained as
necessary throughout the duration of the transaction.

The Company accounted for these transactions as collateralized borrowing and lending. The amount of fixed maturity
securities lent and borrowed, at estimated fair value, was $518 million and $506 million, respectively, at June 30,
2015. Securities loaned under such transactions may be sold or re-pledged by the transferee. Securities borrowed
under such transactions may be re-pledged and are not reflected in the consolidated financial statements. The amount
of borrowed securities which were re-pledged was $217 million, at estimated fair value, at June 30, 2015.

The Company has elected to offset amounts recognized as receivables and payables resulting from these transactions.
The gross amounts of the receivables and payables related to these transactions at June 30, 2015 were both

$499 million. After the effect of offsetting of $499 million, the net amount presented in the consolidated balance sheet
at June 30, 2015 was a liability of less than $1 million. Amounts owed to and due from counterparties may be settled
in cash or offset, in accordance with the agreements. Cash inflows and outflows for cash settlements are reported on
the consolidated statements of cash flows. At June 30, 2015, all $499 million of payables from repurchase agreements
had a remaining tenor of one to six months and were loans of U.S. and foreign corporate securities.

See Note 6 for information regarding the estimated fair value of the Company’s net derivative assets and net derivative
liabilities after the application of master netting agreements and collateral.

Invested Assets on Deposit, Held in Trust and Pledged as Collateral

Invested assets on deposit, held in trust and pledged as collateral are presented below at estimated fair value for all
asset classes, except mortgage loans, which are presented at carrying value at:

June 30, 2015 December 31,

2014
(In millions)
Invested assets on deposit (regulatory deposits) $9,036 $9,437
Invested assets held in trust (collateral financing arrangements and reinsurance 10,084 10,069
agreements)
Invested assets pledged as collateral (1) 25,831 25,996
Total invested assets on deposit, held in trust and pledged as collateral $44,951 $45,502

The Company has pledged invested assets in connection with various agreements and transactions, including
funding agreements (see Notes 4 and 12 of the Notes to the Consolidated Financial Statements included in the
2014 Annual Report), collateral financing arrangements (see Note 13 of the Notes to the Consolidated Financial
Statements included in the 2014 Annual Report) and derivative transactions (see Note 6).

See “— Securities Lending” and “— Repurchase Agreement Transactions” for information regarding securities on loan and
Note 4 for information regarding investments designated to the closed block.

Variable Interest Entities

The Company has invested in certain structured transactions (including CSEs), formed trusts to invest proceeds from
certain collateral financing arrangements and has insurance operations that are VIEs. In certain instances, the
Company holds both the power to direct the most significant activities of the entity, as well as an economic interest in
the entity and, as such, is deemed to be the primary beneficiary or consolidator of the entity.

ey
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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 involvement in the entity, an estimate of the entity’s
expected losses and expected residual returns and the allocation of such estimates to each party involved in the entity.
The Company generally uses a qualitative approach to determine whether it is 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 model 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 returns if no single entity absorbs
a majority of expected losses, or both. The Company 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.

Consolidated VIEs

The following table presents the total assets and total liabilities relating to VIEs for which the Company has concluded
that it is the primary beneficiary and which are consolidated at June 30, 2015 and December 31, 2014. Creditors or
beneficial interest holders of VIEs where the Company is the primary beneficiary have no recourse to the general
credit of the Company, as the Company’s obligation to the VIEs is limited to the amount of its committed investment.

June 30, 2015 December 31, 2014
Total Total Total Total
Assets Liabilities  Assets Liabilities
(In millions)
MRS.C. (collateral financing arrangement (primarily $3.469 $— $3.471 $—
securities)) (1)
Operating joint venture (2) 2,466 2,076 2,405 1,999
CSEs (assets (primarily loans) and liabilities (primarily 82 136 297 155
debt)) (3)
Investments:
Other invested assets 58 — 59 —
FVO and trading securities — — 45 —
Other limited partnership interests 34 — 37 —
Real estate joint ventures — — 9 15
Total $6,309 $2,212 $6,323 $2,169

See Note 13 of the Notes to the Consolidated Financial Statements included in the 2014 Annual Report for a
description of the MetLife Reinsurance Company of South Carolina (“MRSC”) collateral financing arrangement.
Assets of the operating joint venture are primarily fixed maturity securities and separate account assets. Liabilities
(2)of the operating joint venture are primarily future policy benefits, other policyholder funds and separate account
liabilities.
The Company consolidates entities that are structured as CMBS and as collateralized debt obligations. The assets
of these entities can only be used to settle their respective liabilities, and under no circumstances is the Company
liable for any principal or interest shortfalls should any arise. The Company’s exposure was limited to that of its
remaining investment in these entities of $126 million and $123 million at estimated fair value at June 30, 2015
(3)and December 31, 2014, respectively. The long-term debt bears interest primarily at fixed rates ranging from
2.25% to 5.57%, payable primarily on a monthly basis. Interest expense related to these obligations, included in
other expenses, was $1 million and $2 million for the three months and six months ended June 30, 2015,
respectively, and $13 million and $31 million for the three months and six months ended June 30, 2014,
respectively.
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51



30

Edgar Filing: METLIFE INC - Form 10-Q

52



Edgar Filing: METLIFE INC - Form 10-Q

Table of Contents

MetLife, Inc.

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
5. Investments (continued)

Unconsolidated VIEs
The carrying amount and maximum exposure to loss relating to VIEs in which the Company holds a significant
variable interest but is not the primary beneficiary and which have not been consolidated were as follows at:

June 30, 2015 December 31, 2014
. Maximum . Maximum
Carrying Carrying
Amount Exposure Amount Exposure
to Loss (1) to Loss (1)

(In millions)
Fixed maturity securities AFS:

Structured securities (RMBS, CMBS and ABS) 2) $67,350 $67,350 $68,427 $68,427
U.S. and foreign corporate 3,420 3,420 3,829 3,829
Other limited partnership interests 6,208 8,156 6,250 8,402
Other invested assets 1,593 2,017 1,720 2,050
FVO and trading securities 628 628 565 565
Real estate joint ventures 76 100 100 125
Mortgage loans 33 33 51 51
Equity securities AFS:

Non-redeemable preferred stock 40 40 41 41

Total $79,348 $81,744 $80,983 $83,490

The maximum exposure to loss relating to fixed maturity securities AFS, FVO and trading securities and equity
securities AFS is equal to their carrying amounts or the carrying amounts of retained interests. The maximum

exposure to loss relating to other limited partnership interests, mortgage loans and real estate joint ventures is equal
to the carrying amounts plus any unfunded commitments. For certain of its investments in other invested assets, the
(1)Company’s return is in the form of income tax credits which are guaranteed by creditworthy third parties. For such

investments, the maximum exposure to loss is equal to the carrying amounts plus any unfunded commitments,
reduced by income tax credits guaranteed by third parties of $197 million and $212 million at June 30, 2015 and

December 31, 2014, respectively. Such a maximum loss would be expected to occur only upon bankruptcy of the

issuer or investee.

2

or asset-backed securities issued by trusts that do not have substantial equity.

For these variable interests, the Company’s involvement is limited to that of a passive investor in mortgage-backed

As described in Note 13, the Company makes commitments to fund partnership investments in the normal course of

business. Excluding these commitments, the Company did not provide financial or other support to investees
designated as VIEs during both the six months ended June 30, 2015 and 2014.
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Net Investment Income
The components of net investment income were as follows:

Three Months Six Months
Ended Ended

June 30, June 30,

2015 2014 2015 2014

(In millions)
Investment income:
Fixed maturity securities $3.,672 $3,758 $7,213 $7,411
Equity securities 35 37 66 67
FVO and trading securities — Actively Traded and FVO general

.. 2 44 39 81
account securities (1)
Mortgage loans 801 708 1,531 1,417
Policy loans 151 158 303 315
Real estate and real estate joint ventures 323 262 534 479
Other limited partnership interests 250 206 465 535
Cash, cash equivalents and short-term investments 37 41 72 88
Operating joint ventures 8 3 16 3
Other 30 31 152 76
Subtotal 5,309 5,248 10,391 10,472
Less: Investment expenses 313 299 615 575
Subtotal, net 4,996 4,949 9,776 9,897
FYO ?nd trrflding securities — FVO contractholder-directed 55 ) 295 622 360
unit-linked investments (1)
FVO CSEs — interest income:
Commercial mortgage loans 5 14 9 36
Securities 1 1 1 1
Subtotal (49 ) 310 632 397
Net investment income $4,947 $5,259 $10,408 $10,294

Changes in estimated fair value subsequent to purchase for securities still held as of the end of the respective

(l)periods included in net investment income were as follows:
Three Months Six Months
Ended Ended
June 30, June 30,
2015 2014 2015 2014
(In millions)
Actively Traded and FVO general account securities $(38 ) $14 $(40 ) $25
FVO contractholder-directed unit-linked investments $(288 ) $138 $261 $81

See “— Variable Interest Entities” for discussion of CSEs.
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FVO and trading securities are primarily comprised of 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 management strategies for certain insurance products and investments in certain
separate accounts. FVO Securities are primarily comprised of contractholder-directed investments supporting
unit-linked variable annuity type liabilities which do not qualify for presentation as separate account summary total
assets and liabilities. The investment returns on these investments inure to the contractholders and are offset by a
corresponding change in policyholder account balances through interest credited to policyholder account balances.
FVO Securities also include securities held by CSEs. The Company has a trading securities portfolio, principally
invested in fixed maturity securities, to support investment strategies that involve the active and frequent purchase and
sale of actively traded securities and the execution of short sale agreements.
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Net Investment Gains (Losses)
Components of Net Investment Gains (Losses)
The components of net investment gains (losses) were as follows:

Three Months Six Months
Ended Ended

June 30, June 30,

2015 2014 2015 2014

(In millions)
Total gains (losses) on fixed maturity securities:
Total OTTTI losses recognized — by sector and industry:
U.S. and foreign corporate securities — by industry:

Consumer $— $— $@3 ) $(7 )
Transportation — @ ) — (2 )
Industrial — — 2 ) —

Total U.S. and foreign corporate securities — 2 ) (5 ) 9 )
RMBS 2 ) (6 ) (15 ) (9 )
ABS — (7 ) — (7 )
OTTI losses on fixed maturity securities recognized in earnings (2 ) (15 ) (20 ) (25 )
Fixed maturity securities — net gains (losses) on sales and disposalkl7 69 268 165

Total gains (losses) on fixed maturity securities 115 54 248 140

Total gains (losses) on equity securities:
Total OTTTI losses recognized — by sector:

Non-redeemable preferred stock — (23 ) — (23 )
Common stock 9 ) (10 ) 9 ) (11 )
OTTI losses on equity securities recognized in earnings 9 ) (33 ) 9 ) (34 )
Equity securities — net gains (losses) on sales and disposals 17 58 25 84

Total gains (losses) on equity securities 8 25 16 50

FVO and trading securities — FVO general account securities — ¢! ) — 8

Mortgage loans ¢ ) 16 (52 ) 5

Real estate and real estate joint ventures (33 ) (1 ) (6 ) 64

Other limited partnership interests 9 ) (36 ) 7 (38 )
Other investment portfolio gains (losses) 27 ) 2 ) 4 ) (6 )
Subtotal — investment portfolio gains (losses) 45 55 209 223

FVO CSEs:

Commercial mortgage loans 1 (16 ) 2 ) (15 )
Long-term debt — related to commercial mortgage loans 1 17 2 18
Non-investment portfolio gains (losses) (1) (180 ) (181 ) (56 ) (762 )
Subtotal FVO CSEs and non-investment portfolio gains (losses) (178 ) (180 ) (56 ) (759 )
Total net investment gains (losses) $(133 ) $(125 ) $153 $(536 )

Non-investment portfolio gains (losses) for the three months and six months ended June 30, 2014 includes a loss of
(1)$138 million and $633 million, respectively, related to the disposition of MetLife Assurance Limited (“MAL”). See
Note 3 of the Notes to the Consolidated Financial Statements included in the 2014 Annual Report.
See “— Variable Interest Entities” for discussion of CSEs.
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Gains (losses) from foreign currency transactions included within net investment gains (losses) were ($243) million
and ($82) million for the three months and six months ended June 30, 2015, respectively, and ($112) million and
($107) million for the three months and six months ended June 30, 2014, respectively.

Sales or Disposals and Impairments of Fixed Maturity and Equity Securities

Proceeds from sales or disposals of fixed maturity and equity securities and the components of fixed maturity and
equity securities net investment gains (losses) were as shown in the tables below. Investment gains and losses on sales
of securities are determined on a specific identification basis.

Three Months
Ended
June 30,
2015 2014 2015 2014
Fixed Maturity Securities Equity Securities
(In millions)
Proceeds $29,321 $19,700 $103 $326
Gross investment gains $338 $176 $20 $60
Gross investment losses (221 ) (107 ) (3 ) (2 )
OTTI losses 2 ) (15 ) 9 ) (33 )
Net investment gains (losses) $115 $54 $8 $25
Six Months
Ended
June 30,
2015 2014 2015 2014
Fixed Maturity Securities Equity Securities
(In millions)
Proceeds $59,327 $41,991 $156 $427
Gross investment gains $676 $490 $35 $87
Gross investment losses (408 ) (325 ) (10 ) (3 )
OTTI losses (20 ) (25 ) 9 ) (34 )
Net investment gains (losses) $248 $140 $16 $50
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Credit Loss Rollforward

The table below presents a 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) (“OCI”):

Three Months

Ended

June 30,

2015 2014

(In millions)
Balance, beginning of period $357 $370

Additions:

Initial impairments — credit loss OTTI on securities not previously
impaired o
Additional impairments — credit loss OTTI on securities previous]§

. . 6
impaired
Reductions:
Sales (maturities, pay downs or prepayments) of securities (78 ) (10
previously impaired as credit loss OTTI
Securities impaired to net present value of expected future cash

— (7
flows
Increase in cash flows — accretion of previous credit loss OTTI (1 ) —
Balance, end of period $280 $359

6. Derivatives
Accounting for Derivatives
Freestanding Derivatives

Six Months

Ended

June 30,

2015 2014

$357 $378

2 _

13 8
) 91 ) (20 )
) — (7 )

(1 ) —

$280 $359

Freestanding derivatives are carried on the Company’s balance sheet either as assets within other invested assets or as
liabilities within other liabilities at estimated fair value. The Company does not offset the estimated fair value amounts
recognized for derivatives executed with the same counterparty under the same master netting agreement.

Accruals on derivatives are generally recorded in accrued investment income or within other liabilities. However,
accruals that are not scheduled to settle within one year are included with the derivatives carrying value in other

invested assets or other liabilities.

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 reported in net derivative gains (losses) except as

follows:

Statement of Operations Presentation: Derivative:

Policyholder benefits and claims .

Net investment income .
ventures

Economic hedges of variable annuity guarantees
included in future policy benefits
Economic hedges of equity method investments in joint

* All derivatives held in relation to trading portfolios
Derivatives held within contractholder-directed

unit-linked investments
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Hedge Accounting

To qualify for hedge accounting, at the inception of the hedging relationship, the Company formally documents its
risk management objective and strategy for undertaking the hedging transaction, as well as its designation of the
hedge. Hedge designation and financial statement presentation of changes in estimated fair value of the hedging
derivatives are as follows:

Fair value hedge (a hedge of the estimated fair value of a recognized asset or liability) - in net derivative

wains (losses), consistent with the change in estimated fair value of the hedged item attributable to the designated risk
being hedged.

Cash flow hedge (a hedge of a forecasted transaction or of the variability of cash flows to be received or paid related
to arecognized asset or liability) - effectiveness in OCI (deferred gains or losses on the derivative are reclassified into
the statement of operations when the Company’s earnings are affected by the variability in cash flows of the hedged
item); ineffectiveness in net derivative gains (losses).

Net investment in a foreign operation hedge - effectiveness in OCI, consistent with the translation adjustment for the
hedged net investment in the foreign operation; ineffectiveness in net derivative gains (losses).

The changes in estimated fair values of the hedging derivatives are exclusive of any accruals that are separately
reported on the statement of operations within interest income or interest expense to match the location of the hedged
item. Accruals on derivatives in net investment hedges are recognized in OCL.

In its hedge documentation, the Company sets forth how the hedging instrument is expected to hedge the designated
risks related to the hedged item and sets forth the method that will be used to retrospectively and prospectively assess
the hedging instrument’s effectiveness and the method that 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 item. Hedge effectiveness is formally assessed at inception and at least quarterly throughout the life of the
designated hedging relationship. Assessments of hedge effectiveness and measurements of ineffectiveness are also
subject to interpretation and estimation and different interpretations or estimates may have a material effect on the
amount reported in net income.

The Company discontinues hedge accounting prospectively when: (i) it is determined that the derivative is no longer
highly effective in offsetting changes in the estimated fair value or cash flows of a hedged item; (ii) the derivative
expires, is sold, terminated, or exercised; (iii) it is no longer probable that the hedged forecasted transaction will
occur; 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 on the
balance sheet at its estimated fair value, with changes in estimated fair value recognized 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 still probable of occurrence, the changes in estimated fair value of derivatives recorded in OCI related to
discontinued cash flow hedges are released into the statement of operations when the Company’s earnings are affected
by the variability in cash flows of the hedged item.

When hedge accounting is discontinued because it is no longer probable that the forecasted transactions will occur on
the anticipated date or within two months of that date, the derivative continues to be carried on the balance sheet 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 OCI 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 on
the balance sheet, with changes in its estimated fair value recognized in the current period as net derivative

gains (losses).
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Embedded Derivatives

The Company sells variable annuities and issues certain insurance products and investment contracts and is a party to
certain reinsurance agreements that have embedded derivatives. The Company assesses each identified embedded
derivative to determine whether it is required to be bifurcated. The embedded derivative is bifurcated from the host
contract and accounted for as a freestanding derivative if:

the combined instrument is not accounted for in its entirety at estimated fair value with changes in estimated fair value
recorded in earnings;

the terms of the embedded derivative are not clearly and closely related to the economic characteristics of the host
contract; and

a separate instrument with the same terms as the embedded derivative would qualify as a derivative instrument.

Such embedded derivatives are carried on the balance sheet 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 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 investment
gains (losses) or net investment income if that contract contains an embedded derivative that requires bifurcation. 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.

See Note 7 for information about the fair value hierarchy for derivatives.

Derivative Strategies

The Company is exposed to various risks relating to its ongoing business operations, including interest rate, foreign
currency exchange rate, credit and equity market. The Company uses a variety of strategies to manage these risks,
including the use of derivatives.

Derivatives are financial instruments with values 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. Certain of the Company’s OTC derivatives are cleared and settled through central
clearing counterparties (“OTC-cleared”), while others are bilateral contracts between two

counterparties (“OTC-bilateral”). The types of derivatives the Company uses include swaps, forwards, futures and
option contracts. To a lesser extent, the Company uses credit default swaps and structured interest rate swaps to
synthetically replicate investment risks and returns which are not readily available in the cash market.

Interest Rate Derivatives

The Company uses a variety of interest rate derivatives to reduce its exposure to changes in interest rates, including
interest rate swaps, caps, floors, swaptions, futures and forwards.

Interest rate swaps are used by the Company primarily to reduce market risks from changes in interest rates and to
alter interest rate exposure arising from mismatches between assets and liabilities (duration mismatches). In an interest
rate swap, the Company agrees with another party to exchange, at specified intervals, the difference between fixed rate
and floating rate interest amounts as calculated by reference to an agreed notional amount. The Company utilizes
interest rate swaps in fair value, cash flow and non-qualifying hedging relationships.

The Company uses structured interest rate swaps to synthetically create investments that are either more expensive to
acquire or otherwise unavailable in the cash markets. These transactions are a combination of a derivative and a cash
instrument such as a U.S. Treasury, agency, or other fixed maturity security. Structured interest rate swaps are
included in interest rate swaps and are not designated as hedging instruments.
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6. Derivatives (continued)

The Company purchases interest rate caps and floors primarily to protect its floating rate liabilities against rises in
interest rates above a specified level, and against interest rate exposure arising from mismatches between assets and
liabilities, as well as to protect its minimum rate guarantee liabilities against declines in interest rates below a
specified level, respectively. In certain instances, the Company locks in the economic impact of existing purchased
caps and floors by entering into offsetting written caps and floors. The Company utilizes interest rate caps and floors
in non-qualifying hedging relationships.

In exchange-traded interest rate (Treasury and swap) futures transactions, the Company agrees to purchase or sell a
specified number of contracts, the value of which is determined by the different classes of interest rate securities, and
to post variation margin on a daily basis in an amount equal to the difference in the daily market values of those
contracts. The Company enters into exchange-traded futures with regulated futures commission merchants that are
members of the exchange. Exchange-traded interest rate (Treasury and swap) futures are used primarily to hedge
mismatches between the duration of assets in a portfolio and the duration of liabilities supported by those assets, to
hedge against changes in value of securities the Company owns or anticipates acquiring, to hedge against changes in
interest rates on anticipated liability issuances by replicating Treasury or swap curve performance, and to hedge
minimum guarantees embedded in certain variable annuity products offered by the Company. The Company utilizes
exchange-traded interest rate futures in non-qualifying hedging relationships.

Swaptions are used by the Company to hedge interest rate risk associated with the Company’s long-term liabilities and
invested assets. A swaption is an option to enter into a swap with a forward starting effective date. In certain instances,
the Company locks in the economic impact of existing purchased swaptions by entering into offsetting written
swaptions. The Company pays a premium for purchased swaptions and receives a premium for written swaptions. The
Company utilizes swaptions in non-qualifying hedging relationships. Swaptions are included in interest rate options.
The Company enters into interest rate forwards to buy and sell securities. The price is agreed upon at the time of the
contract and payment for such a contract is made at a specified future date. The Company utilizes interest rate
forwards in cash flow hedging relationships.

Foreign Currency Exchange Rate Derivatives

The Company uses foreign currency exchange rate derivatives, including foreign currency swaps, foreign currency
forwards, currency options and exchange-traded currency futures, to reduce the risk from fluctuations in foreign
currency exchange rates associated with its assets and liabilities denominated in foreign currencies. The Company also
uses foreign currency derivatives to hedge the foreign currency exchange rate risk associated with certain of its net
investments in foreign operations.

In a foreign currency swap transaction, the Company agrees with another party to exchange, at specified intervals, the
difference between one currency and another at a fixed exchange rate, generally set at inception, calculated by
reference to an agreed upon notional amount. The notional amount of each currency is exchanged at the inception and
termination of the currency swap by each party. The Company utilizes foreign currency swaps in fair value, cash flow
and non-qualifying hedging relationships.

In a foreign currency forward transaction, the Company agrees with another party to deliver a specified amount of an
identified currency at a specified future date. The price is agreed upon at the time of the contract and payment for such
a contract is made at the specified future date. The Company utilizes foreign currency forwards in fair value, net
investment in foreign operations and non-qualifying hedging relationships.

The Company enters into currency options that give it the right, but not the obligation, to sell the foreign currency
amount in exchange for a functional currency amount within a limited time at a contracted price. The contracts may
also be net settled in cash, based on differentials in the foreign currency exchange rate and the strike price. The
Company uses currency options to hedge against the foreign currency exposure inherent in certain of its variable
annuity products. The Company also uses currency options as an economic hedge of foreign currency exposure related
to the Company’s international subsidiaries. The Company utilizes currency options in net investment in foreign
operations and non-qualifying hedging relationships.
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To a lesser extent, the Company uses exchange-traded currency futures to hedge currency mismatches between assets
and liabilities, and to hedge minimum guarantees embedded in certain variable annuity products offered by the
Company. The Company utilizes exchange-traded currency futures in non-qualifying hedging relationships.
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Credit Derivatives

The Company enters into purchased credit default swaps to hedge against credit-related changes in the value of its
investments. In a credit default swap transaction, the Company agrees with another party to pay, at specified intervals,
a premium to hedge credit risk. If a credit event occurs, as defined by the contract, the contract may be cash settled or
it may be settled gross by the delivery of par quantities of the referenced investment equal to the specified swap
notional amount in exchange for the payment of cash amounts by the counterparty equal to the par value of the
investment surrendered. Credit events vary by type of issuer but typically include bankruptcy, failure to pay debt
obligations, repudiation, moratorium, involuntary restructuring or governmental intervention. 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, Inc. (“ISDA”) deems that a credit event has occurred. The Company utilizes credit
default swaps in non-qualifying hedging relationships.

The Company enters into written credit default swaps to synthetically create credit investments that are either more
expensive to acquire or otherwise unavailable in the cash markets. These transactions are a combination of a
derivative and one or more cash instruments, such as U.S. Treasury securities, agency securities or other fixed
maturity securities. These credit default swaps are not designated as hedging instruments.

The Company also enters into certain purchased and written credit default swaps held in relation to trading portfolios
for the purpose of generating profits on short-term differences in price. These credit default swaps are not designated
as hedging instruments.

The Company enters into forwards to lock in the price to be paid for forward purchases of certain securities. The price
is agreed upon at the time of the contract and payment for the contract is made at a specified future date. When the
primary purpose of entering into these transactions is to hedge against the risk of changes in purchase price due to
changes in credit spreads, the Company designates these transactions as credit forwards. The Company utilizes credit
forwards in cash flow hedging relationships.

Equity Derivatives

The Company uses a variety of equity derivatives to reduce its exposure to equity market risk, including equity index
options, equity variance swaps, exchange-traded equity futures and total rate of return swaps (“TRRs”).

Equity index options are used by the Company primarily to hedge minimum guarantees embedded in certain variable
annuity products offered by the Company. To hedge against adverse changes in equity indices, the Company enters
into contracts to sell the equity index within a limited time at a contracted price. The contracts will be net settled in
cash based on differentials in the indices at the time of exercise and the strike price. Certain of these contracts may
also contain settlement provisions linked to interest rates. In certain instances, the Company may enter into a
combination of transactions to hedge adverse changes in equity indices within a pre-determined range through the
purchase and sale of options. The Company utilizes equity index options in non-qualifying hedging relationships.
Equity variance swaps are used by the Company primarily to hedge minimum guarantees embedded in certain
variable annuity products offered by the Company. In an equity variance swap, the Company agrees with another
party to exchange amounts in the future, based on changes in equity volatility over a defined period. The Company
utilizes equity variance swaps in non-qualifying hedging relationships.

In exchange-traded equity futures transactions, the Company agrees to purchase or sell a specified number of
contracts, the value of which is determined by the different classes of equity securities, and to post variation margin on
a daily basis in an amount equal to the difference in the daily market values of those contracts. The Company enters
into exchange-traded futures with regulated futures commission merchants that are members of the exchange.
Exchange-traded equity futures are used primarily to hedge minimum guarantees embedded in certain variable annuity
products offered by the Company. The Company utilizes exchange-traded equity futures in non-qualifying hedging
relationships.

TRRs are swaps whereby the Company agrees with another party to exchange, at specified intervals, the difference
between the economic risk and reward of an asset or a market index and the London Interbank Offered Rate (“LIBOR”),
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calculated by reference to an agreed notional amount. No cash is exchanged at the outset of the contract. Cash is paid
and received over the life of the contract based on the terms of the swap. The Company uses TRRs to hedge its equity
market guarantees in certain of its insurance products. TRRs can be used as hedges or to synthetically create
investments. The Company utilizes TRRs in non-qualifying hedging relationships.
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6. Derivatives (continued)

Primary Risks Managed by Derivatives
The following table presents the gross notional amount, estimated fair value and primary underlying risk exposure of
the Company’s derivatives, excluding embedded derivatives, held at:

Primary Underlying Risk Exposure Notional

Derivatives Designated as Hedging Instruments

Fair value hedges:
Interest rate swaps
Foreign currency
swaps

Foreign currency
forwards

Subtotal

Cash flow hedges:
Interest rate swaps
Interest rate
forwards

Foreign currency
swaps

Subtotal

Foreign operations
hedges:

Foreign currency
forwards
Currency options
Subtotal

Interest rate

Foreign currency exchange rate

Foreign currency exchange rate

Interest rate

Interest rate

Foreign currency exchange rate

Foreign currency exchange rate

Foreign currency exchange rate

Total qualifying hedges
Derivatives Not Designated or Not Qualifying as

Hedging Instruments

Interest rate swaps
Interest rate floors
Interest rate caps
Interest rate futures
Interest rate options
Synthetic GICs
Foreign currency
swaps

Foreign currency
forwards

Currency futures
Currency options
Credit default
swaps — purchased

Interest rate
Interest rate
Interest rate
Interest rate
Interest rate
Interest rate

Foreign currency exchange rate

Foreign currency exchange rate

Foreign currency exchange rate
Foreign currency exchange rate

Credit

June 30, 2015
Gross

Assets
Amount

(In millions)

$5914  $1,968
3,077 125
2,085 —
11,076 2,093
2,835 386
105 19
21,050 888
23,990 1,293
4,059 130
6,769 312
10,828 442
45,894 3,828
92,199 3,993
30,155 328
52,874 85
2,997 9
35,507 1,066
4,211 —
11,354 437
12,612 114
1,013 1
9,920 608
2,622 12

Liabilities otional
Amount
$18  $6,044
25 2708
82 2.335
325 11,087
13 2.560
_ 225
1377 18325
1390 21,110
4 4,097
12 6.419
16 10,516
1731 42713
1829 9366
102 55.645
1 49.128
12 2707
78 48.078
_ 4.298
437 11,041
534 13,206
_ 522
319 8324
39 2.830

December 31, 2014
Estimated Fair Valuross

Estimated Fair Value

Assets

$2,064
65

2,129

528
63

563
1,154

295

415
710
3,993

4,570
440
145

1,241

447

127

585
8

Liabilities

$21
100

291
412

930

930

11

11
1,353

2,051
199

75

385

791

340
34
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Credit default Credit 10594 163 5 10527 181 6
swaps — written

Equity futures Equity market 6,333 47 15 6,073 65 2
Equity index Equity market 42,856 1,440 1,104 39345 1426 1,036
options

i‘j‘;gsy Varanee - pouity market 24,826 286 719 24598 196 639
TRRs Equity market 3,558 77 3 3,297 22 101
Total non-designated or non-qualifying derivatives 343,631 8,666 5,197 372,885 9,459 5,669
Total $389,525 $12,494 $6,928 $415,598 $13,452 $7,022

Based on gross notional amounts, a substantial portion of the Company’s derivatives was not designated or did not
qualify as part of a hedging relationship at both June 30, 2015 and December 31, 2014. The Company’s use of
derivatives includes (i) derivatives that serve as macro hedges of the Company’s exposure to various risks and that
generally do not qualify for hedge accounting due to the criteria required under the portfolio hedging rules;

(ii) derivatives that economically hedge insurance liabilities that contain mortality or morbidity risk and that generally
do not qualify for hedge accounting because the lack of these risks in the derivatives cannot support an expectation of
a highly effective hedging relationship; (iii) derivatives that economically hedge embedded derivatives that do not
qualify for hedge accounting because the changes in estimated fair value of the embedded derivatives are already
recorded in net income; and (iv) written credit default swaps that are used to synthetically create credit investments
and that do not qualify for hedge accounting because they do not involve a hedging relationship. For these
non-qualified derivatives, changes in market factors can lead to the recognition of fair value changes on the statement
of operations without an offsetting gain or loss recognized in earnings for the item being hedged.
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6. Derivatives (continued)

Net Derivative Gains (Losses)
The components of net derivative gains (losses) were as follows:

Three Months Six Months
Ended Ended
June 30, June 30,
2015 2014 2015 2014
(In millions)

Derivatives and hedging gains (losses) (1) $(1,733 ) $82 $(885 ) $534

Embedded derivatives gains (losses) 821 229 794 120
Total net derivative gains (losses) $(0912 ) $311 $(91 ) $654

(I)Includes foreign currency transaction gains (losses) on hedged items in cash flow and non-qualifying hedging
relationships, which are not presented elsewhere in this note.
The following table presents earned income on derivatives:

Three Months Six Months
Ended Ended
June 30, June 30,
2015 2014 2015 2014
(In millions)
Qualifying hedges:
Net investment income $45 $34 $103 $67
Interest credited to policyholder account balances 13 32 15 64
Other expenses 1 — 2 ) (1
Non-qualifying hedges:
Net investment income (1 ) (1 ) 2 ) 2
Net derivative gains (losses) 240 149 501 368
Policyholder benefits and claims 4 (56 ) 8 (64
Total $302 $158 $623 $432
42
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6. Derivatives (continued)

Non-Qualifying Derivatives and Derivatives for Purposes Other Than Hedging
The following table presents the amount and location of gains (losses) recognized in income for derivatives that were
not designated or qualifying as hedging instruments:

Net Net Policyholder
Derivative Investment Benefits and
Gains (Losses) Income (1) Claims (2)

(In millions)
Three Months Ended June 30, 2015

Interest rate derivatives $(1,459 ) $— $(18 )
Foreign currency exchange rate derivatives (590 ) — —

Credit derivatives — purchased 4 1 —

Credit derivatives — written (34 ) — —

Equity derivatives (186 ) (3 ) (27 )
Total $(2,265 ) $(2 ) $(45 )
Three Months Ended June 30, 2014

Interest rate derivatives $305 $— $10

Foreign currency exchange rate derivatives (81 ) — —

Credit derivatives — purchased (7 ) (1 ) —

Credit derivatives — written 22 — —

Equity derivatives (425 ) (6 ) (119 )
Total $(186 ) $(7 ) $(109 )
Six Months Ended June 30, 2015

Interest rate derivatives $(907 ) $— $(7 )
Foreign currency exchange rate derivatives 79 — —

Credit derivatives — purchased (7 ) — —

Credit derivatives — written (31 ) 1 —

Equity derivatives (648 ) (7 ) (126 )
Total $(1,514 ) $(6 ) $(133 )
Six Months Ended June 30, 2014

Interest rate derivatives $603 $— $22

Foreign currency exchange rate derivatives 12 ) — —

Credit derivatives — purchased (6 ) — —

Credit derivatives — written 13 — —

Equity derivatives (606 ) (12 ) (157 )
Total $(8 ) $(12 ) $(135 )

Changes in estimated fair value related to economic hedges of equity method investments in joint ventures,
(1)derivatives held in relation to trading portfolios and derivatives held within contractholder-directed unit-linked
investments.

@) Changes in estimated fair value related to economic hedges of variable annuity guarantees included in future policy
benefits.

Fair Value Hedges

The Company designates and accounts for the following as fair value hedges when they have met the requirements of

fair value hedging: (i) interest rate swaps to convert fixed rate assets and liabilities to floating rate assets and

liabilities; (ii) foreign currency swaps to hedge the foreign currency fair value exposure of foreign currency

denominated assets and liabilities; and (iii) foreign currency forwards to hedge the foreign currency fair value
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exposure of foreign currency denominated investments.
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6. Derivatives (continued)

The Company recognizes gains and losses on derivatives and the related hedged items in fair value hedges within net
derivative gains (losses). The following table presents the amount of such net derivative gains (losses):

Net Derivative .. )
Net Derivative Ineffectiveness

Derivatives in Fair Value Hedged Items in Fair Value Gains Gains (Losses) Recognized in
Hedging Relationships Hedging Relationships (Losses) Recognized for Net Derivative
ing p gmns p Recognized £

for Derivatives Hedged Items Gains (Losses)

(In millions)
Three Months Ended June 30, 2015

Interest rate swaps: Fixed maturity securities $4 $2 ) $2
Policyholder liabilities (1) (366 ) 362 4 )
Foreign-denominated fixed maturity

Foreign currency swaps: 3 ) S 2

securities
Foreign-denominated policyholder account

balances (2) 110 (112 ) @ )
Foreign currency Foreigp—denominated fixed maturity @81 ) 74 7 )
forwards: securities
Total $(336 ) $327 $0O )
Three Months Ended June 30, 2014
Interest rate swaps: Fixed maturity securities $3 ) $2 $ )
Policyholder liabilities (1) 137 (131 ) 6
Foreign currency swaps: Foreigp—denominated fixed maturity 3 )3 .
securities
Foreign-denominated policyholder account | 3 ) @ )
balances (2)
Foreign currency Foreign-denominated fixed maturity 6 5 ) 1
forwards: securities
Total $138 $(134 ) $4
Six Months Ended June 30, 2015
Interest rate swaps: Fixed maturity securities $(1 ) $5 $4
Policyholder liabilities (1) (169 ) 164 5 )
. Foreign-denominated fixed maturity
Foreign currency swaps: -, 7 (3 ) 4
securities

Foreign-denominated policyholder account

balances (2) (139 ) 133 © )
Foreign currency Forelgp—denomlnated fixed maturity 8 ) 90 @3 )
forwards: securities
Total $(400 ) $389 $(11 )
Six Months Ended June 30, 2014
Interest rate swaps: Fixed maturity securities $2 ) $3 $1

Policyholder liabilities (1) 346 (335 ) 11
Foreign currency swaps: Forelgp—denomlnated fixed maturity 7 ) 7 o

securities

Foreign-denominated policyholder account 26 ) 29 3

balances (2)

16 (14 ) 2
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Foreign currency Foreign-denominated fixed maturity
forwards: securities
Total $327 $ (310 ) $17

(1)Fixed rate liabilities reported in policyholder account balances or future policy benefits.

(2)Fixed rate or floating rate liabilities.

For the Company’s foreign currency forwards, the change in the estimated fair value of the derivative related to the
changes in the difference between the spot price and the forward price is excluded from the assessment of hedge
effectiveness. For all other derivatives, all components of each derivative’s gain or loss were included in the
assessment of hedge effectiveness. For the three months and six months ended June 30, 2015, ($3) million and
($5) million, respectively, of the change in estimated fair value of derivatives was excluded from the assessment of
hedge effectiveness. For the three months and six months ended June 30, 2014, $2 million and $5 million,
respectively, of the change in estimated fair value of derivatives was excluded from the assessment of hedge
effectiveness.
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6. Derivatives (continued)

Cash Flow Hedges
The Company designates and accounts for the following as cash flow hedges when they have met the requirements of
cash flow hedging: (i) interest rate swaps to convert floating rate assets and liabilities to fixed rate assets and
liabilities; (ii) foreign currency swaps to hedge the foreign currency cash flow exposure of foreign currency
denominated assets and liabilities; (iii) interest rate forwards and credit forwards to lock in the price to be paid for
forward purchases of investments; (iv) interest rate swaps and interest rate forwards to hedge the forecasted purchases
of fixed-rate investments; and (v) interest rate swaps and interest rate forwards to hedge forecasted fixed-rate
borrowings.
In certain instances, the Company discontinued cash flow hedge accounting because the forecasted transactions were
no longer probable of occurring. Because certain of the forecasted transactions also were not probable of occurring
within two months of the anticipated date, the Company reclassified amounts from AOCI into net derivative
gains (losses). These amounts were $3 million for both the three months and six months ended June 30, 2015, and
($2) million and ($4) million for the three months and six months ended June 30, 2014, respectively.
At both June 30, 2015 and December 31, 2014, the maximum length of time over which the Company was hedging its
exposure to variability in future cash flows for forecasted transactions did not exceed six years.
At both June 30, 2015 and December 31, 2014, the balance in AOCI associated with cash flow hedges was
$1.8 billion.
The following table presents the effects of derivatives in cash flow hedging relationships on the consolidated
statements of operations and comprehensive income (loss) and the consolidated statements of equity:

Amount and

Location

Amount of Gains Amount and Location .
of Gains (Losses)

Derivatives in Cash Flow (Losses) Deferred iof Gains (Losses) Recognized in
Hedging Relationships AOCI on Reclassified from
Derivatives AOQOCT into Income (Loss) Income
(Loss) on
Derivatives
(Effective . . (Ineffective
Portion) (Effective Portion) Portion)
Net Derivative Net Investment Other Net Derivative
Gains (Losses) Income Expenses Gains (Losses)
(In millions)
Three Months Ended June 30,
2015
Interest rate swaps $(269 ) $7 $3 $— $(1 )
Interest rate forwards (20 ) 1 1 — —
Foreign currency swaps (106 ) 290 (1 ) 1 2 )
Credit forwards — — 1 — —
Total $(395 ) $298 $4 $1 $3 )
Three Months Ended June 30,
2014
Interest rate swaps $134 $12 $2 $— $(5 )
Interest rate forwards 11 2 1 1 —
Foreign currency swaps 30 62 — — ¢! )
Credit forwards — — — — —
Total $175 $76 $3 $1 $(6 )

75



Edgar Filing: METLIFE INC - Form 10-Q

Six Months Ended June 30,

2015

Interest rate swaps $(95 ) $12 $6 $— $2
Interest rate forwards 5 ) 4 2 1 —
Foreign currency swaps (108 ) (277 ) (1 ) 1 2
Credit forwards — — 1 — —
Total $(208 ) $(261 ) $8 $2 $4
Six Months Ended June 30,

2014

Interest rate swaps $362 $27 $4 $— $—
Interest rate forwards 52 2 2 1 1
Foreign currency swaps 82 98 (1 ) 1 ¢!
Credit forwards — — — — —
Total $496 $127 $5 $2 $—

All components of each derivative’s gain or loss were included in the assessment of hedge effectiveness.
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6. Derivatives (continued)

At June 30, 2015, $9 million of deferred net gains (losses) on derivatives in AOCI was expected to be reclassified to
earnings within the next 12 months.

Hedges of Net Investments in Foreign Operations

The Company uses foreign currency exchange rate derivatives, which may include foreign currency forwards and
currency options, to hedge portions of its net investments in foreign operations against adverse movements in
exchange rates. The Company measures ineffectiveness on these derivatives based upon the change in forward rates.
When net investments in foreign operations are sold or substantially liquidated, the amounts in AOCI are reclassified
to the statement of operations.

The following table presents the effects of derivatives in net investment hedging relationships on the consolidated
statements of operations and comprehensive income (loss) and the consolidated statements of equity:

Amount of Gains (Losses) Deferred in AOCI
(Effective Portion)

(In millions)

Derivatives in Net Investment Hedging Relationships (1), (2)

Three Months Ended June 30, 2015

Foreign currency forwards $ 45

Currency options 2 )
Total $ 43

Three Months Ended June 30, 2014

Foreign currency forwards $ 45 )
Currency options (124 )
Total $ (169 )
Six Months Ended June 30, 2015

Foreign currency forwards $ 156

Currency options 43 )
Total $ 113

Six Months Ended June 30, 2014

Foreign currency forwards $ (79 )
Currency options (238 )
Total $ (317 )

During both the three months and six months ended June 30, 2015, there were no sales or substantial liquidations

of net investments in foreign operations that would have required the reclassification of gains or losses from AOCI

into earnings. In May 2014, the Company sold its interest in MAL (see Note 3 of the Notes to the Consolidated

Financial Statements included in the 2014 Annual Report), which was a hedged item in a net investment hedging

relationship. As a result, during both the three months and six months ended June 30, 2014, the Company released

losses of $77 million from AOCI into earnings upon the sale.

(2)There was no ineffectiveness recognized for the Company’s hedges of net investments in foreign operations. All
components of each derivative’s gain or loss were included in the assessment of hedge effectiveness.

At June 30, 2015 and December 31, 2014, the cumulative foreign currency translation gain (loss) recorded in AOCI

related to hedges of net investments in foreign operations was $1.1 billion and $940 million, respectively.

ey

46

77



Edgar Filing: METLIFE INC - Form 10-Q

Table of Contents

MetLife, Inc.

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
6. Derivatives (continued)

Credit Derivatives

In connection with synthetically created credit investment transactions and credit default swaps held in relation to the
trading portfolio, the Company writes credit default swaps for which it receives a premium to insure credit risk. Such
credit derivatives are included within the non-qualifying derivatives and derivatives for purposes other than hedging
table. If a credit event occurs, as defined by the contract, the contract may be cash settled or it may be settled gross by
the Company paying the counterparty the specified swap notional amount in exchange for the delivery of par
quantities of the referenced credit obligation. The Company’s maximum amount at risk, assuming the value of all
referenced credit obligations is zero, was $10.6 billion and $10.5 billion at June 30, 2015 and December 31, 2014,
respectively. The Company can terminate these contracts at any time through cash settlement with the counterparty at
an amount equal to the then current estimated fair value of the credit default swaps. At June 30, 2015 and

December 31, 2014, the Company would have received $158 million and $175 million, respectively, to terminate all
of these contracts.

The following table presents the estimated fair value, maximum amount of future payments and weighted average
years to maturity of written credit default swaps at:

June 30, 2015 December 31, 2014
Estimated Maximum Estimated Maximum
. . . . Amount of Weighted . Amount of Weighted
Rating Agency Designation of Fair Value Fair Value
.. Future Average .. Future Average
Referenced of Credit of Credit
Credit Obligations (1) Default Payments under Years to Default Payments under Years to
& Swans Credit Default Maturity (3) Swans Credit Default Maturity (3)
p Swaps (2) p Swaps (2)

(In millions) (In millions)
Aaa/Aa/A
Single name credit default swaps $9 $707 )5 $10 $677 24
(corporate)
.Cre'dlt default swaps referencing 5 1,600 9 10 1,700 26
indices
Subtotal 14 2,307 2.8 20 2,377 2.6
Baa
Single name credit default swaps 20 1.438 27 73 1591 )3
(corporate)
.Cre'dlt default swaps referencing 31 5.990 47 94 5.774 47
indices
Subtotal 101 7,428 4.3 117 7,365 4.3
Ba
Single name credit default swaps o 65 26 o 60 3.0
(corporate)
.Cre'dlt default swaps referencing 1 100 15 a ) 100 20
indices
Subtotal 1 165 1.9 ¢! ) 160 24
B
Single name credit default swaps . . o o o .
(corporate)
.Cre'dlt default swaps referencing 42 694 49 39 625 49
indices
Subtotal 42 694 49 39 625 4.9
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Total $158 $10,594 4.0 $175 $10,527 39

The rating agency designations are based on availability and the midpoint of the applicable ratings among Moody’s
(1)Investors Service (“Moody’s”), Standard & Poor’s Ratings Services (“S&P”) and Fitch Ratings. If no rating is available
from a rating agency, then an internally developed rating is used.
(2) Assumes the value of the referenced credit obligations is zero.
(3)The weighted average years to maturity of the credit default swaps is calculated based on weighted average gross

notional amounts.
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6. Derivatives (continued)

The Company has also entered into credit default swaps to purchase credit protection on certain of the referenced
credit obligations in the table above. As a result, the maximum amounts of potential future recoveries available to
offset the $10.6 billion and $10.5 billion from the table above were $195 million and $75 million at June 30, 2015 and
December 31, 2014, respectively.

Written credit default swaps held in relation to the trading portfolio amounted to $104 million and $15 million in gross
notional amount and $4 million and $1 million in estimated fair value at June 30, 2015 and December 31, 2014,
respectively.

Credit Risk on Freestanding Derivatives

The Company may be exposed to credit-related losses in the event of nonperformance by counterparties to derivatives.
Generally, the current credit exposure of the Company’s derivatives is limited to the net positive estimated fair value of
derivatives at the reporting date after taking into consideration the existence of master netting or similar agreements
and any collateral received pursuant to such agreements.

The Company manages its credit risk related to derivatives by entering into transactions with creditworthy
counterparties and establishing and monitoring exposure limits. The Company’s OTC-bilateral derivative transactions
are generally governed by ISDA Master Agreements which provide for legally enforceable set-off and close-out
netting of exposures to specific counterparties in the event of early termination of a transaction, which includes, but is
not limited to, events of default and bankruptcy. In the event of an early termination, the Company is permitted to set
off receivables from the counterparty against payables to the same counterparty arising out of all included
transactions. Substantially all of the Company’s ISDA Master Agreements also include Credit Support Annex
provisions which require both the pledging and accepting of collateral in connection with its OTC-bilateral
derivatives.

The Company’s OTC-cleared derivatives are effected through central clearing counterparties and its exchange-traded
derivatives are effected through regulated exchanges. Such positions are marked to market and margined on a daily
basis (both initial margin and variation margin), and the Company has minimal exposure to credit-related losses in the
event of nonperformance by counterparties to such derivatives.

See Note 7 for a description of the impact of credit risk on the valuation of derivatives.
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6. Derivatives (continued)

The estimated fair values of the Company’s net derivative assets and net derivative liabilities after the application of
master netting agreements and collateral were as follows at:

June 30, 2015 December 31, 2014
Derivatives Subject to a Master Netting Arrangement or a Similar Assets Liabilities  Assets Liabilities
Arrangement (6)

(In millions)

Gross estimated fair value of derivatives:

OTC-bilateral (1) $11,486 $5,961 $12,256 $6,017
OTC-cleared (1) 1,200 1,006 1,380 1,054
Exchange-traded 57 27 71 11
Total gross estimated fair value of derivatives (1) 12,743 6,994 13,707 7,082

Amounts offset on the consolidated balance sheets — — — —
Estimated fair value of derivatives presented on the consolidated 12,743 6.994 13707 7.082
balance sheets (1)

Gross amounts not offset on the consolidated balance sheets:
Gross estimated fair value of derivatives: (2)

OTC-bilateral 4,434 ) (4434 ) (4,082 ) (4,082 )
OTC-cleared (882 ) (882 ) (989 ) (989 )
Exchange-traded (11 ) (11 ) (5 ) (5 )
Cash collateral: (3), (4)

OTC-bilateral 4,492 ) (11 ) (4,153 ) (133 )
OTC-cleared (306 ) (118 ) (386 ) (62 )
Exchange-traded — (13 ) — 4 )
Securities collateral: (5)

OTC-bilateral (1,973 ) (1,356 ) (3,768 ) (1,700 )
OTC-cleared — (6 ) — @3 )
Exchange-traded — 3 ) — @ )
Net amount after application of master netting agreements and $645 $160 $324 $102
collateral

At June 30, 2015 and December 31, 2014, derivative assets included income or expense accruals reported in
accrued investment income or in other liabilities of $249 million and $255 million, respectively, and
derivative liabilities included income or expense accruals reported in accrued investment income or in other
liabilities of $66 million and $60 million, respectively.
Estimated fair value of derivatives is limited to the amount that is subject to set-off and includes income or expense
accruals.
Cash collateral received by the Company for OTC-bilateral and OTC-cleared derivatives is included in cash and
cash equivalents, short-term investments or in fixed maturity securities, and the obligation to return it is included in
payables for collateral under securities loaned and other transactions on the balance sheet. In certain instances, cash
(3)collateral pledged to the Company as initial margin for OTC-bilateral derivatives is held in separate custodial
accounts and is not recorded on the Company’s balance sheet because the account title is in the name of the
counterparty (but segregated for the benefit of the Company). The amount of this off-balance sheet collateral was
$0 and $263 million at June 30, 2015 and December 31, 2014, respectively.

ey
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The receivable for the return of cash collateral provided by the Company is inclusive of initial margin on
exchange-traded and OTC-cleared derivatives and is included in premiums, reinsurance and other receivables on
the balance sheet. The amount of cash collateral offset in the table above is limited to the net estimated fair value of
(4)derivatives after application of netting agreements. At June 30, 2015 and December 31, 2014, the Company
received excess cash collateral of $86 million and $87 million (including $0 and $36 million off-balance sheet cash
collateral held in separate custodial accounts), respectively, and provided excess cash collateral of $285 million
and $192 million, respectively, which is not included in the table above due to the foregoing limitation.
Securities collateral received by the Company is held in separate custodial accounts and is not recorded on the
balance sheet. Subject to certain constraints, the Company is permitted by contract to sell or re-pledge this
collateral, but at June 30, 2015, none of the collateral had been sold or re-pledged. Securities collateral pledged by
the Company is reported in fixed maturity securities on the balance sheet. Subject to certain constraints, the
counterparties are permitted by contract to sell or re-pledge this collateral. The amount of securities collateral
offset in the table above is limited to the net estimated fair value of derivatives after application of netting
(5)agreements and cash collateral. At June 30, 2015 and December 31, 2014, the Company received excess securities
collateral with an estimated fair value of $82 million and $395 million, respectively, for its OTC-bilateral
derivatives, which are not included in the table above due to the foregoing limitation. At June 30, 2015 and
December 31, 2014, the Company provided excess securities collateral with an estimated fair value of $149 million
and $117 million, respectively, for its OTC-bilateral derivatives, and $227 million and $199 million, respectively,
for its OTC-cleared derivatives, and $84 million and $245 million, respectively, for its exchange-traded
derivatives, which are not included in the table above due to the foregoing limitation.
©) See Note 5 for information regarding the Company’s gross and net payables and receivables under repurchase
agreement transactions.
The Company’s collateral arrangements for its OTC-bilateral derivatives generally require the counterparty in a net
liability position, after considering the effect of netting agreements, to pledge collateral when the estimated fair value
of that counterparty’s derivatives reaches a pre-determined threshold. Certain of these arrangements also include
credit-contingent provisions that provide for a reduction of these thresholds (on a sliding scale that converges toward
zero) in the event of downgrades in the credit ratings of the Company and/or the counterparty. In addition, certain of
the Company’s netting agreements for derivatives contain provisions that require both the Company and the
counterparty to maintain a specific investment grade credit rating from each of Moody’s and S&P. If a party’s credit
ratings were to fall below that specific investment grade credit rating, that party would be in violation of these
provisions, and the other party to the derivatives could terminate the transactions and demand immediate settlement
and payment based on such party’s reasonable valuation of the derivatives.
The following table presents the estimated fair value of the Company’s OTC-bilateral derivatives that are in a net
liability position after considering the effect of netting agreements, together with the estimated fair value and balance
sheet location of the collateral pledged. The table also presents the incremental collateral that the Company would be
required to provide if there was a one notch downgrade in the Company’s credit rating at the reporting date or if the
Company’s credit rating sustained a downgrade to a level that triggered full overnight collateralization or termination
of the derivative position at the reporting date. OTC-bilateral derivatives that are not subject to collateral agreements
are excluded from this table.
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Estimated Fair Value of  Fair Value of Incremental

Collateral Provided Collateral Provided Upon
Downgrade in the
Company’s
. One Notch Credit Rating to a
Estimated Downgrade
Fair Value of in Level
o Fixed Maturity that Triggers Full
Derivatives in .. Cash the .
L Securities , Overnight
Net Liability Company’s .
. , Collateralization or
Position (1) Credit .
. Termination
Rating of

the Derivative Position
(In millions)
June 30, 2015
Derivatives subject to

. . . $1,425 $1,418 $8 $5 $7
credit-contingent provisions
Der1yat1ve§ not subJec't t.o 90 70 3 o o
credit-contingent provisions
Total $1,517 $1,488 $11 $5 $7
December 31, 2014
Derivatives subject to

. . . $1,832 $1,750 $131 $5 $7
credit-contingent provisions
Der1yat1ve§ not subJec't t.o 34 65 ’ o o
credit-contingent provisions
Total $1,916 $1,815 $133 $5 $7

(1) After taking into consideration the existence of netting agreements.

Embedded Derivatives

The Company issues certain products or purchases certain investments that contain embedded derivatives that are
required to be separated from their host contracts and accounted for as freestanding derivatives. These host contracts
principally include: variable annuities with guaranteed minimum benefits, including GMWBs, guaranteed minimum
accumulation benefits (“GMABs”) and certain GMIBs; ceded reinsurance of guaranteed minimum benefits related to
certain GMIBs; assumed reinsurance of guaranteed minimum benefits related to GMWBs and GMABs; funding
agreements with equity or bond indexed crediting rates; funds withheld on assumed and ceded reinsurance; fixed
annuities with equity-indexed returns; and certain debt and equity securities.

The following table presents the estimated fair value and balance sheet location of the Company’s embedded
derivatives that have been separated from their host contracts at:

December 31,

Balance Sheet Location June 30, 2015 2014
(In millions)
Net embedded derivatives within asset host
contracts:
Ceded guaranteed minimum benefits Prenpums, reinsurance and other $303 $324
receivables
Funds withheld on assumed reinsurance Other invested assets 39 53
Investments (262 ) (217 )
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Options embedded in debt or equity

securities

Net embedded derivatives within asset host contracts

Net embedded derivatives within liability

host contracts:

Policyholder account balances and

Direct guaranteed minimum benefits . .
Future policy benefits

Assumed guaranteed minimum benefits Policyholder account balances
Funds withheld on ceded reinsurance Other liabilities
Other Policyholder account balances

Net embedded derivatives within liability host contracts

51

$80

$(1,333

773
42
24
$(494

$160

) $(1,126

973
83
24

) $(46

)

)
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6. Derivatives (continued)

The following table presents changes in estimated fair value related to embedded derivatives:

Three Months Six Months
Ended Ended
June 30, June 30,
2015 2014 2015 2014
(In millions)
Net derivative gains (losses) (1) $821 $229 $794 $120
Policyholder benefits and claims $43 ) $8 $(19 ) $23

The valuation of guaranteed minimum benefits includes a nonperformance risk adjustment. The amounts included

ey

months and six months ended June 30, 2014, respectively.
7. Fair Value

in net derivative gains (losses) in connection with this adjustment were ($100) million and ($31) million for the
three months and six months ended June 30, 2015, respectively, and ($51) million and ($8) million for the three

Considerable judgment is often required in interpreting market data to develop estimates of fair value, and the use of

different assumptions or valuation methodologies may have a material effect on the estimated fair value amounts.

Recurring Fair Value Measurements

The assets and liabilities measured at estimated fair value on a recurring basis and their corresponding placement in
the fair value hierarchy, including those items for which the Company has elected the FVO, are presented below.
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June 30, 2015

Fair Value Hierarchy
Level 1 Level 2 Level 3 To.t al Estimated
Fair Value

(In millions)
Assets
Fixed maturity securities:
U.S. corporate $— $94,013 $7,133 $101,146
Foreign corporate — 52,711 6,387 59,098
U.S. Treasury and agency 32,795 24,688 55 57,538
Foreign government — 49,721 1,336 51,057
RMBS 2,635 34,747 4,136 41,518
State and political subdivision — 15,109 55 15,164
CMBS — 11,113 729 11,842
ABS — 11,837 2,153 13,990
Total fixed maturity securities 35,430 293,939 21,984 351,353
Equity securities:
Common stock 1,514 918 157 2,589
Non-redeemable preferred stock — 756 332 1,088
Total equity securities 1,514 1,674 489 3,677
FVO and trading securities:
Actively Traded securities — 641 13 654
FVO general account securities 480 35 88 603
FVO contractholder-directed unit-linked 11,230 3.595 364 15.189
investments
FVO securities held by CSEs — 4 10 14
Total FVO and trading securities 11,710 4,275 475 16,460
Short-term investments (1) 2,453 8,517 1,809 12,779
Mortgage loans:
Residential mortgage loans — FVO — — 345 345
Commercial mortgage loans held by CSEs — FVO — 266 — 266
Total mortgage loans — 266 345 611
Other invested assets:
Other investments 166 56 — 222
Derivative assets: (2)
Interest rate 9 7,826 19 7,854
Foreign currency exchange rate 1 2,588 26 2,615
Credit — 165 10 175
Equity market 47 1,383 420 1,850
Total derivative assets 57 11,962 475 12,494
Total other invested assets 223 12,018 475 12,716
Net embedded derivatives within asset host o . 342 342
contracts (3)
Separate account assets (4) 84,287 233,265 1,925 319,477
Total assets $135,617 $553,954 $27.844 $717,415

Liabilities
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Derivative liabilities: (2)

Interest rate

Foreign currency exchange rate
Credit

Equity market

Total derivative liabilities

Net embedded derivatives within liability host
contracts (3)

Long-term debt of CSEs — FVO
Trading liabilities (5)

Total liabilities

53

$12

15
27

207
$234

$2,040
2,888
43
1,083
6,054

5

122
20
$6,201

$1
102

743
847
(499 )

12

$364

$2,053
2,990
44
1,841
6,928

(494

134
231
$6,799
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December 31, 2014
Fair Value Hierarchy

Level 1 Level 2 Level 3 To.t al Estimated
Fair Value
(In millions)
Assets
Fixed maturity securities:
U.S. corporate $— $99.012 $6,942 $105,954
Foreign corporate — 55,185 6,490 61,675
U.S. Treasury and agency 36,879 24,637 — 61,516
Foreign government — 51,355 1,311 52,666
RMBS — 35,463 4,383 39,846
State and political subdivision — 15,187 — 15,187
CMBS — 13,567 765 14,332
ABS — 12,005 2,244 14,249
Total fixed maturity securities 36,879 306,411 22,135 365,425
Equity securities:
Common stock 1,558 863 95 2,516
Non-redeemable preferred stock — 865 250 1,115
Total equity securities 1,558 1,728 345 3,631
FVO and trading securities:
Actively Traded securities 22 627 5 654
FVO general account securities 552 57 95 704
EVO contractholder-directed unit-linked 11,064 3.797 455 15316
investments
FVO securities held by CSEs — 3 12 15
Total FVO and trading securities 11,638 4,484 567 16,689
Short-term investments (1) 2,104 5,223 336 7,663
Mortgage loans:
Residential mortgage loans — FVO — 308 308
Commercial mortgage loans held by CSEs — FVO- 280 — 280
Total mortgage loans 280 308 588
Other invested assets:
Other investments 203 61 — 264
Derivative assets: (2)
Interest rate 4 8,988 63 9,055
Foreign currency exchange rate 2 2,472 25 2,499
Credit — 175 14 189
Equity market 65 1,287 357 1,709
Total derivative assets 71 12,922 459 13,452
Total other invested assets 274 12,983 459 13,716
Net embedded derivatives within asset host o L 377 377
contracts (3)
Separate account assets (4) 83,533 231,539 1,922 316,994
Total assets $135,986 $562,648 $26,449 $725,083

Liabilities
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Derivative liabilities: (2)

Interest rate $9 $2,347 $— $2,356
Foreign currency exchange rate — 2,755 93 2,848
Credit — 38 2 40
Equity market 2 1,112 664 1,778
Total derivative liabilities 11 6,252 759 7,022
Net embedded derivatives within liability host 7 (53 ) (46
contracts (3)

Long-term debt of CSEs — FVO — 138 13 151
Trading liabilities (5) 215 24 — 239
Total liabilities $226 $6,421 $719 $7,366

ey

54

Short-term investments as presented in the tables above differ from the amounts presented on the consolidated

balance sheets because certain short-term investments are not measured at estimated fair value on a recurring basis.
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Derivative assets are presented within other invested assets on the consolidated balance sheets and derivative
liabilities are presented within other liabilities on the consolidated balance sheets. The amounts are presented gross
in the tables above to reflect the presentation on the consolidated balance sheets, but are presented net for purposes
of the rollforward in the Fair Value Measurements Using Significant Unobservable Inputs (Level 3) tables.
Net embedded derivatives within asset host contracts are presented primarily within premiums, reinsurance and
other receivables on the consolidated balance sheets. Net embedded derivatives within liability host contracts are
(3)presented within policyholder account balances, future policy benefits and other liabilities on the consolidated
balance sheets. At June 30, 2015 and December 31, 2014, equity securities also included embedded derivatives of
($262) million and ($217) million, respectively.
Investment performance related to separate account assets is fully offset by corresponding amounts credited to
(4)contractholders whose liability is reflected within separate account liabilities. Separate account liabilities are set
equal to the estimated fair value of separate account assets.
(5) Trading liabilities are presented within other liabilities on the consolidated balance sheets.
The following describes the valuation methodologies used to measure assets and liabilities at fair value. The
description includes the valuation techniques and key inputs for each category of assets or liabilities that are classified
within Level 2 and Level 3 of the fair value hierarchy.
Investments
Valuation Controls and Procedures
On behalf of the Company’s Chief Investment Officer and Chief Financial Officer, a pricing and valuation committee
that is independent of the trading and investing functions and comprised of senior management, provides oversight of
control systems and valuation policies for securities, mortgage loans and derivatives. On a quarterly basis, this
committee reviews and approves new transaction types and markets, ensures that observable market prices and
market-based parameters are used for valuation, wherever possible and determines that judgmental valuation
adjustments, when applied, are based upon established policies and are applied consistently over time. This committee
also provides oversight of the selection of independent third party pricing providers and the controls and procedures to
evaluate third party pricing. Periodically, the Chief Accounting Officer reports to the Audit Committee of
MetLife, Inc.’s Board of Directors regarding compliance with fair value accounting standards.
The Company reviews its valuation methodologies on an ongoing basis and revises those methodologies when
necessary based on changing market conditions. Assurance is gained on the overall reasonableness and consistent
application of input assumptions, valuation methodologies and compliance with fair value accounting standards
through controls designed to ensure valuations represent an exit price. Several controls are utilized, including certain
monthly controls, which include, but are not limited to, analysis of portfolio returns to corresponding benchmark
returns, 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 independent pricing services and ongoing due diligence to confirm that independent
pricing services use market-based parameters. The process includes a determination of the observability of inputs used
in estimated fair values received from independent pricing services or brokers by assessing whether these inputs can
be corroborated by observable market data. The Company ensures that prices received from independent brokers, also
referred to herein as “consensus pricing,” represent a reasonable estimate of fair value by considering such pricing
relative to the Company’s knowledge of the current market dynamics and current pricing for similar financial
instruments. While independent non-binding broker quotations are utilized, they are not used for a significant portion
of the portfolio. For example, fixed maturity securities priced using independent non-binding broker quotations
represent less than 1% of the total estimated fair value of fixed maturity securities and 9% of the total estimated fair
value of Level 3 fixed maturity securities at June 30, 2015.

2)
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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 prices received from independent pricing services are not
considered reflective of market activity or representative of estimated fair value, independent non-binding broker
quotations are obtained, or an internally developed valuation is prepared. Internally developed valuations of current
estimated fair value, which reflect internal estimates of liquidity and nonperformance risks, compared with pricing
received from the independent pricing services, did not produce material differences in the estimated fair values for
the majority of the portfolio; accordingly, overrides were not material. This is, in part, because internal estimates of
liquidity and nonperformance 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.

Securities, Short-term Investments, Other Investments, Long-term Debt of CSEs — FVO and Trading Liabilities
When available, the estimated fair value of these financial instruments is 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’s judgment.

When quoted prices in active markets are not available, the determination of estimated fair value is based on market
standard valuation methodologies, giving priority to observable inputs. The significant inputs to the market standard
valuation methodologies for certain types of securities with reasonable levels of price transparency are inputs that are
observable in the market or can be derived principally from, or corroborated by, observable market data. When
observable inputs are not available, the market standard valuation methodologies rely on inputs that are significant to
the estimated fair value that are not observable in the market or cannot be derived principally from, or corroborated
by, observable market data. These unobservable inputs can be based in large part on management’s judgment or
estimation and cannot be supported by reference to market activity. Even though these inputs are unobservable,
management believes they are consistent with what other market participants would use when pricing such securities
and are considered appropriate given the circumstances.

The estimated fair value of investments in certain separate accounts included in FVO contractholder-directed
unit-linked investments, FVO securities held by CSEs, other investments, long-term debt of CSEs — FVO and trading
liabilities is determined on a basis consistent with the methodologies described herein for securities.

The valuation of most instruments listed below is determined using independent pricing sources, matrix pricing,
discounted cash flow methodologies or other similar techniques that use either observable market inputs or
unobservable inputs.
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Level 2 Level 3
Instrument Observable Inputs Unobservable Inputs

Fixed Maturity Securities
U.S. corporate and Foreign corporate securities
Valuation Techniques: Principally the market and Valuation Techniques: Principally the market
income approaches. approach.
Key Inputs: Key Inputs:
* quoted prices in markets that are not active ¢ illiquidity premium
delta spread adjustments to reflect specific

* benchmark yields * credit-related issues

* spreads off benchmark yields e credit spreads

* new issuances * quoted prices in markets that are not active
for identical or similar securities that are less

* issuer rating liquid and based on lower levels of trading
activity than securities classified in Level 2

* duration ¢ independent non-binding broker quotations

* trades of identical or comparable securities
Privately-placed securities are valued using the
additional key inputs:
* market yield curve
* call provisions
observable prices and spreads for similar
publicly traded or privately traded securities
that incorporate the credit quality and
industry sector of the issuer
delta spread adjustments to reflect specific
credit-related issues
U.S. Treasury and agency, Foreign government and State and political subdivision securities
Valuation Techniques: Principally the market =~ Valuation Techniques: Principally the market
approach. approach.
Key Inputs: Key Inputs:
* quoted prices in markets that are not active ¢ independent non-binding broker quotations
* benchmark U.S. Treasury yield or other yields ¢ quoted prices in markets that are not active
for identical or similar securities that are less
liquid and based on lower levels of trading
activity than securities classified in Level 2
* issuer ratings and issuer spreads * credit spreads
* broker-dealer quotes
* comparable securities that are actively traded
reported trades of similar securities, including
those that are actively traded, and those within
the same sub-sector or with a similar maturity
or credit rating
Structured securities comprised of RMBS, CMBS and ABS

the spread off the U.S. Treasury yield curve for
the identical security
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Valuation Techniques: Principally the market and Valuation Techniques: Principally the market

income approaches. and income approaches.

Key Inputs: Key Inputs:

* quoted prices in markets that are not active * credit spreads

* spreads for actively traded securities * quoted prices in markets that are not active
for identical or similar securities that are less

* spreads off benchmark yields liquid and based on lower levels of trading
activity than securities classified in Level 2

» expected prepayment speeds and volumes ¢ independent non-binding broker quotations

* current and forecasted loss severity

* ratings

weighted average coupon and weighted
average maturity

* average delinquency rates

* geographic region

* debt-service coverage ratios
issuance-specific information, including, but
not limited to:

* collateral type

* payment terms of the underlying assets
* payment priority within the tranche

* structure of the security

* deal performance

* vintage of loans
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Instrument

Equity Securities

Level 2
Observable Inputs

Common and Non-redeemable preferred stock

Valuation Techniques: Principally the market

approach.

Key Input:

, quoted prices in markets that are not
considered active

Level 3
Unobservable Inputs

Valuation Techniques: Principally the market
and income approaches.
Key Inputs:

e credit ratings

* issuance structures
quoted prices in markets that are not active

, foridentical or similar securities that are less
liquid and based on lower levels of trading
activity than securities classified in Level 2

¢ independent non-binding broker quotations

FVO and trading securities, Short-term investments, and Other invested assets

FVO and trading securities, short-term
investments and other investments are of a

similar nature and class to the fixed maturity

* and equity securities described above;
accordingly, the valuation techniques and
observable inputs used in their valuation are
also similar to those described above.
Contractholder-directed unit-linked

investments reported within FVO and trading

securities include mutual fund interests

without readily determinable fair values given

* prices are not published publicly. Valuation
of these mutual funds is based upon quoted

prices or reported NAV provided by the fund

managers, which were based on observable
inputs.

Mortgage Loans — FVO
Commercial mortgage loans held by CSEs — FVO

Valuation Techniques: Principally the market

approach.

Key Input:

* quoted securitization market price of the
obligations of the CSEs determined
principally by independent pricing services
using observable inputs

Residential mortgage loans — FVO

* N/A

FVO and trading securities and short-term
investments are of a similar nature and class
to the fixed maturity and equity securities

* described above; accordingly, the valuation
techniques and unobservable inputs used in
their valuation are also similar to those
described above.

* N/A

Valuation Techniques: Principally the market
approach, including matrix pricing or other
similar techniques.
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Key Inputs: Inputs that are unobservable or
cannot be derived principally from, or
corroborated by, observable market data
Separate Account Assets (1)
Mutual funds and hedge funds without readily determinable fair values as prices are not published publicly
Key Input:
. quoted prices or reported NAV provided by
the fund managers
Other limited partnership interests

* N/A

Valuation Techniques: Valued giving
. consideration to the underlying holdings of the
N/A . . .
partnerships and by applying a premium or
discount, if appropriate.
Key Inputs:
* liquidity
* bid/ask spreads
* the performance record of the fund manager
other relevant variables that may impact the
* exit value of the particular partnership
interest

Estimated fair value equals carrying value, based on the value of the underlying assets, including: mutual fund

interests, fixed maturity securities, equity securities, derivatives, hedge funds, other limited partnership interests,
short-term investments and cash and cash equivalents. Fixed maturity securities, equity securities, derivatives,

short-term investments and cash and cash equivalents are similar in nature to the instruments described under

“— Securities, Short-term Investments, Other Investments, Long-term Debt of CSEs — FVO and Trading Liabilities” and
“— Derivatives —Freestanding Derivatives Valuation Techniques and Key Inputs.”

ey
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7. Fair Value (continued)

Derivatives

The estimated fair value of derivatives is determined through the use of quoted market prices for exchange-traded
derivatives, or through the use of pricing models for OTC-bilateral and OTC-cleared derivatives. The determination of
estimated fair value when quoted market values are not available is based on market standard valuation methodologies
and inputs that management believes are consistent with what other market participants would use when pricing such
instruments. Derivative valuations can be affected by changes in interest rates, foreign currency exchange rates,
financial indices, credit spreads, default risk, nonperformance risk, volatility, liquidity and changes in estimates and
assumptions used in the pricing models. The valuation controls and procedures for derivatives are described in

“— Investments.”

The significant inputs to the pricing models for most OTC-bilateral and OTC-cleared derivatives are inputs that are
observable in the market or can be derived principally from, or corroborated by, observable market data. Certain
OTC-bilateral and OTC-cleared derivatives may rely on inputs that are significant to the estimated fair value that are
not observable in the market or cannot be derived principally from, or corroborated by, observable market data. These
unobservable inputs may involve significant management judgment or estimation. Even though unobservable, these
inputs are based on assumptions deemed appropriate given the circumstances and management believes they are
consistent with what other market participants would use when pricing such instruments.

Most inputs for OTC-bilateral and OTC-cleared derivatives are mid-market inputs but, in certain cases, liquidity
adjustments are made when they are deemed more representative of exit value. Market liquidity, as well as the use of
different methodologies, assumptions and inputs, may have a material effect on the estimated fair values of the
Company’s derivatives and could materially affect net income.

The credit risk of both the counterparty and the Company are considered in determining the estimated fair value for all
OTC-bilateral and OTC-cleared derivatives, and any potential credit adjustment is based on the net exposure by
counterparty after taking into account the effects of netting agreements and collateral arrangements. The Company
values its OTC-bilateral and OTC-cleared derivatives using standard swap curves which may include a spread to the
risk-free rate, depending upon specific collateral arrangements. This credit spread is appropriate for those parties that
execute trades at pricing levels consistent with similar collateral arrangements. As the Company and its significant
derivative counterparties generally execute trades at such pricing levels and hold sufficient collateral, additional credit
risk adjustments are not currently required in the valuation process. The Company’s ability to consistently execute at
such pricing levels is in part due to the netting agreements and collateral arrangements that are in place with all of its
significant derivative counterparties. An evaluation of the requirement to make additional credit risk adjustments is
performed by the Company each reporting period.

Freestanding Derivatives Valuation Techniques and Key Inputs

Level 2

This level includes all types of derivatives utilized by the Company with the exception of exchange-traded derivatives
included within Level 1 and those derivatives with unobservable inputs as described in Level 3.

Level 3

These valuation methodologies generally use the same inputs as described in the corresponding sections for Level 2
measurements of derivatives. However, these derivatives result in Level 3 classification because one or more of the
significant inputs are not observable in the market or cannot be derived principally from, or corroborated by,
observable market data.
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7. Fair Value (continued)

Freestanding derivatives are principally valued using the income approach. Valuations of non-option-based
derivatives utilize present value techniques, whereas valuations of option-based derivatives utilize option pricing
models. Key inputs are as follows:

Foreign Currency
Exchange Rate

* swap yield curve * swap yield curve * swap yield curve ¢ swap yield curve
spot equity index

Instrument Interest Rate Credit Equity Market

Inputs common to

¢ Dbasis curves ¢ basis curves e credit curves o
Level 2 and Level 3 levels
by instrument type  interest rate volatilit .. )
y ype ) Y. currency spot rates  ® recovery rates  dividend yield curves

cross currency basis
curves
* currency volatility (1)

* equity volatility (1)

dividend yield curves

Level 3 * swap yield curve (2) e« swap yield curve (2) e swap yield curve (2) ¢ ?)
¢ basis curves (2) * basis curves (2)  credit curves (2) . ?;])u ity volatility (1),
interest rate cross currency basis ¢ . correlation between
. credit spreads .

volatility (1), 2) ~ curves (2)
 currency correlation ¢ repurchase rates
, independent
 currency volatility (1) non-binding broker
quotations

model inputs (1)

(1)Option-based only.

(2) Extrapolation beyond the observable limits of the curve(s).

Embedded Derivatives

Embedded derivatives principally include certain direct, assumed and ceded variable annuity guarantees, equity or
bond indexed crediting rates within certain funding agreements and annuity contracts, and those related to funds
withheld on ceded reinsurance. Embedded derivatives are recorded at estimated fair value with changes in estimated
fair value reported in net income.

The Company issues certain variable annuity products with guaranteed minimum benefits. GMWBs, GMABs and
certain GMIBs contain embedded derivatives, which are measured at estimated fair value separately from the host
variable annuity contract, with changes in estimated fair value reported in net derivative gains (losses). These
embedded derivatives are classified within policyholder account balances and future policy benefits on the
consolidated balance sheets.

The Company’s actuarial department calculates the fair value of these embedded derivatives, which are estimated as
the present value of projected future benefits minus the present value of projected future fees using actuarial and
capital market assumptions including expectations concerning policyholder behavior. The calculation is based on
in-force business, and is performed using standard actuarial valuation software which projects future cash flows from
the embedded derivative over multiple risk neutral stochastic scenarios using observable risk-free rates.

Capital market assumptions, such as risk-free rates and implied volatilities, are based on market prices for publicly
traded instruments to the extent that prices for such instruments are observable. Implied volatilities beyond the
observable period are extrapolated based on observable implied volatilities and historical volatilities. Actuarial
assumptions, including mortality, lapse, withdrawal and utilization, are unobservable and are reviewed at least
annually based on actuarial studies of historical experience.
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The valuation of these guarantee liabilities includes nonperformance risk adjustments and adjustments for a risk
margin related to non-capital market inputs. The nonperformance adjustment is determined by taking into
consideration publicly available information relating to spreads in the 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.
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7. Fair Value (continued)

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 of such actuarial
assumptions as annuitization, premium persistency, partial withdrawal and surrenders. The establishment of risk
margins requires the use of significant management judgment, including assumptions of the amount and cost of capital
needed to cover the guarantees. These guarantees may be more costly than expected in volatile or declining equity
markets. Market conditions including, but not limited to, changes in interest rates, equity indices, market volatility and
foreign currency exchange rates; changes in nonperformance risk; and variations in actuarial assumptions regarding
policyholder behavior, mortality and risk margins related to non-capital market inputs, may result in significant
fluctuations in the estimated fair value of the guarantees that could materially affect net income.

The Company ceded the risk associated with certain of the GMIBs previously described. These reinsurance
agreements contain embedded derivatives which are included within premiums, reinsurance and other receivables on
the consolidated balance sheets with changes in estimated fair value reported in net derivative gains (losses) or
policyholder benefits and claims depending on the statement of operations classification of the direct risk. The value
of the embedded derivatives on the ceded risk is determined using 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.

The estimated fair value of the embedded derivatives within funds withheld related to certain ceded reinsurance is
determined based on the change in estimated fair value of the underlying assets held by the Company in a reference
portfolio backing the funds withheld liability. The estimated fair value of the underlying assets is determined as
previously described in “— Investments — Securities, Short-term Investments, Other Investments, Long-term Debt of
CSEs — FVO and Trading Liabilities.” The estimated fair value of these embedded derivatives is included, along with
their funds withheld hosts, in other liabilities on the consolidated balance sheets with changes in estimated fair value
recorded in net derivative gains (losses). Changes in the credit spreads on the underlying assets, interest rates and
market volatility may result in significant fluctuations in the estimated fair value of these embedded derivatives that
could materially affect net income.

The estimated fair value of the embedded equity and bond indexed derivatives contained in certain funding
agreements is determined using market standard swap valuation models and observable market inputs, including a
nonperformance risk adjustment. The estimated fair value of these embedded derivatives are included, along with their
funding agreements host, within policyholder account balances with changes in estimated fair value recorded in net
derivative gains (losses). Changes in equity and bond indices, interest rates and the Company’s credit standing may
result in significant fluctuations in the estimated fair value of these embedded derivatives that could materially affect
net income.

The Company issues certain annuity contracts which allow the policyholder to participate in returns from equity
indices. These equity indexed features are embedded derivatives which are measured at estimated fair value separately
from the host fixed annuity contract, with changes in estimated fair value reported in net derivative gains (losses).
These embedded derivatives are classified within policyholder account balances on the consolidated balance sheets.
The estimated fair value of the embedded equity indexed derivatives, based on the present value of future equity
returns to the policyholder using actuarial and present value assumptions including expectations concerning
policyholder behavior, is calculated by the Company’s actuarial department. The calculation is based on in-force
business and uses standard capital market techniques, such as Black-Scholes, to calculate the value of the portion of
the embedded derivative for which the terms are set. The portion of the embedded derivative covering the period
beyond where terms are set is calculated as the present value of amounts expected to be spent to provide equity
indexed returns in those periods. The valuation of these embedded derivatives also includes the establishment of a risk
margin, as well as changes in nonperformance risk.
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7. Fair Value (continued)

Embedded Derivatives Within Asset and Liability Host Contracts

Level 3 Valuation Techniques and Key Inputs:

Direct and assumed guaranteed minimum benefits

These embedded derivatives are principally valued using the income approach. Valuations are based on option pricing
techniques, which utilize significant inputs that may include swap yield curve, currency exchange rates and implied
volatilities. These embedded derivatives result in Level 3 classification because one or more of the significant inputs
are not observable in the market or cannot be derived principally from, or corroborated by, observable market data.
Significant unobservable inputs generally include: the extrapolation beyond observable limits of the swap yield curve
and implied volatilities, actuarial assumptions for policyholder behavior and mortality and the potential variability in
policyholder behavior and mortality, nonperformance risk and cost of capital for purposes of calculating the risk
margin.

Reinsurance ceded on certain guaranteed minimum benefits

These embedded derivatives are principally valued using the income approach. The valuation techniques and
significant market standard unobservable inputs used in their valuation are similar to those described above in “— Direct
and assumed guaranteed minimum benefits” and also include counterparty credit spreads.

Transfers between Levels

Overall, transfers between levels occur when there are changes in the observability of inputs and market activity.
Transfers into or out of any level are assumed to occur at the beginning of the period.

Transfers between Levels 1 and 2:

For assets and liabilities measured at estimated fair value and still held at June 30, 2015, transfers between Levels 1
and 2 were $140 million. For assets and liabilities measured at estimated fair value and still held at December 31,
2014, transfers between Levels 1 and 2 were $160 million.

Transfers into or out of Level 3:

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/or 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 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 Level 3 for fixed maturity securities, equity securities and FVO and trading securities were due
primarily to a lack of trading activity, decreased liquidity and credit ratings downgrades (e.g., from investment grade
to below investment grade) which have resulted in decreased transparency of valuations and an increased use of
independent non-binding broker quotations and unobservable inputs, such as illiquidity premiums, delta spread
adjustments, or credit spreads.

Transfers out of Level 3 for fixed maturity securities, equity securities, short-term investments and separate account
assets 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 (such as observable spreads used in pricing securities) or increases in market activity and
upgraded credit ratings.
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7. Fair Value (continued)

Assets and Liabilities Measured at Fair Value Using Significant Unobservable Inputs (Level 3)

The following table presents certain quantitative information about the significant unobservable inputs used in the fair
value measurement, and the sensitivity of the estimated fair value to changes in those inputs, for the more significant
asset and liability classes measured at fair value on a recurring basis using significant unobservable inputs (Level 3)
at:

June 30, 2015 December 31, 2014 Impact of
Valuation  Significant Weighted Weighted Increase in Input
Techniques Unobservable In u}t{Sange Average (1) Range Average (1) on Estimated
q p & & Fair Value (2)
Fixed maturity securities (3)
U.S. corporate .
and foreign o arix o Delaspread o 50 g (40)  -240 46 Decrease
pricing adjustments (4)
corporate
°M?r.k ct 'Ql.mted 2 -780 149 — -750 151 Increase
pricing prices (5)
.C(.)n'sensus Offered 31 -133 98 31 -126 99 Increase
pricing quotes (5)
Foreign Market - Quoted 72 -196 107 92 -189 106 Increase
government pricing prices (5)
RMBS Market - Quoted 12 2130 9 2 -120 97 Increase (6)
pricing prices (5)
[Consensus Offered quotes 33113 g4 1 -118 93 Increase (6)
pricing 5)
ABS Market - Quoted 15 -110 101 15 -110 100 Increase (6)
pricing prices (5)
[Consensus _ Offered 65  -106 100 56 -106 102 Increase (6)
pricing quotes (5)
Derivatives
Present
Interest rate evalue *Swap yield (7) 322 -333 278 -297 Increase (12)
techniques
Foreign currenc Present
£ Yevalue Swap yield (7) (2)  -329 62 -2,430 Increase (12)
exchange rate .
techniques
eCorrelation (8) 39% -57% 40%  -55%
Present Credit
Credit evalue . 99 -100 98 -100 Decrease (9)
. spreads (9)
techniques
[Consensus _Offered
pricing quotes (10)
Present
value
Equity market <M Lyopaitiny (1) 15%  -35% 15% -27% Increase (12)
or option
pricing
models
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eCorrelation (8) 70%  -70%

*Mortality rates:

Ages 0 -40 0% -0.28%
Ages 41 - 60 0.04% -0.75%
Ages61-115 0.15% -100%
L apse rates:

Durations 1 - 10 0.50% -100%
Durations 11 -

20 2% -100%

Durations 21 -

116 2% -100%
eUtilization rates 0% -30%
.Wlthdrawal 0% 20%

rates

Long-term
eequity 8.58% -33%

volatilities
JNonperformance (0.19)%-0.83%

risk spread

70%  -70%

0% -0.28%
0.04% -0.88%
0.26% -100%

0.50% -100%

2% -100%
2% -100%
20%  -50%
0% -20%
7.30% -33%

(0.35)%-0.81%

Decrease (13)
Decrease (13)
Decrease (13)

Decrease (14)
Decrease (14)

Decrease (14)
Increase (15)

(16)

Increase (17)

Decrease (18)

(1)The weighted average for fixed maturity securities is determined based on the estimated fair value of the securities.

2)
3)

valuations.

(4)Range and weighted average are presented in basis points.

)
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The impact of a decrease in input would have the opposite impact on the estimated fair value. For embedded

derivatives, changes are based on liability positions.
Significant increases (decreases) in expected default rates in isolation would result in substantially lower (higher)

Range and weighted average are presented in accordance with the market convention for fixed maturity securities
of dollars per hundred dollars of par.
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Changes in the assumptions used for the probability of default is accompanied by a directionally similar change in
(6)the assumption used for the loss severity and a directionally opposite change in the assumptions used for
prepayment rates.

Ranges represent the rates across different yield curves and are presented in basis points. The swap yield curve is
utilized among different types of derivatives to project cash flows, as well as to discount future cash flows to
present value. Since this valuation methodology uses a range of inputs across a yield curve to value the derivative,
presenting a range is more representative of the unobservable input used in the valuation.
Ranges represent the different correlation factors utilized as components within the valuation methodology.
Presenting a range of correlation factors is more representative of the unobservable input used in the valuation.
Increases (decreases) in correlation in isolation will increase (decrease) the significance of the change in
valuations.
Represents the risk quoted in basis points of a credit default event on the underlying instrument. Credit derivatives
with significant unobservable inputs are primarily comprised of written credit default swaps.
(10) At both June 30, 2015 and December 31, 2014, independent non-binding broker quotations were used in
the determination of less than 1% of the total net derivative estimated fair value.
Ranges represent the underlying equity volatility quoted in percentage points. Since this valuation methodology
(1T)uses a range of inputs across multiple volatility surfaces to value the derivative, presenting a range is more
representative of the unobservable input used in the valuation.
Changes are based on long U.S. dollar net asset positions and will be inversely impacted for short U.S. dollar net
asset positions.
Mortality rates vary by age and by demographic characteristics such as gender. Mortality rate assumptions are
based on company experience. A mortality improvement assumption is also applied. For any given contract,
mortality rates vary throughout the period over which cash flows are projected for purposes of valuing the
embedded derivative.
Base lapse rates are adjusted at the contract level based on a comparison of the actuarially calculated
guaranteed values and the current policyholder account value, as well as other factors, such as the
applicability of any surrender charges. A dynamic lapse function reduces the base lapse rate when the
(14) guaranteed amount is greater than the account value as in the money contracts are less likely to lapse.
Lapse rates are also generally assumed to be lower in periods when a surrender charge applies. For any
given contract, lapse rates vary throughout the period over which cash flows are projected for purposes of
valuing the embedded derivative.
The utilization rate assumption estimates the percentage of contract holders with a GMIB or lifetime withdrawal
benefit who will elect to utilize the benefit upon becoming eligible. The rates may vary by the type of guarantee,
(15)the amount by which the guaranteed amount is greater than the account value, the contract’s withdrawal history
and by the age of the policyholder. For any given contract, utilization rates vary throughout the period over which
cash flows are projected for purposes of valuing the embedded derivative.
The withdrawal rate represents the percentage of account balance that any given policyholder will elect to
withdraw from the contract each year. The withdrawal rate assumption varies by age and duration of the contract,
and also by other factors such as benefit type. For any given contract, withdrawal rates vary throughout the period
(16)over which cash flows are projected for purposes of valuing the embedded derivative. For GMWBs, any increase
(decrease) in withdrawal rates results in an increase (decrease) in the estimated fair value of the guarantees. For
GMABSs and GMIBs, any increase (decrease) in withdrawal rates results in a decrease (increase) in the estimated
fair value.
Long-term equity volatilities represent equity volatility beyond the period for which observable equity volatilities
(17)are available. For any given contract, long-term equity volatility rates vary throughout the period over which cash
flows are projected for purposes of valuing the embedded derivative.

)

®)

€))

12)

13)
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Nonperformance risk spread varies by duration and by currency. For any given contract, multiple nonperformance
(18)risk spreads will apply, depending on the duration of the cash flow being discounted for purposes of valuing the
embedded derivative.
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7. Fair Value (continued)

The following is a summary of the valuation techniques and significant unobservable inputs used in the fair value
measurement of assets and liabilities classified within Level 3 that are not included in the preceding table. Generally,
all other classes of securities classified within Level 3, including those within separate account assets, use the same
valuation techniques and significant unobservable inputs as previously described for Level 3 securities. This includes
matrix pricing and discounted cash flow methodologies, inputs such as quoted prices for identical or similar securities
that are less liquid and based on lower levels of trading activity than securities classified in Level 2, as well as
independent non-binding broker quotations. The residential mortgage loans — FVO and long-term debt of CSEs — FVO
are valued using independent non-binding broker quotations and internal models including matrix pricing and
discounted cash flow methodologies using current interest rates. The sensitivity of the estimated fair value to changes
in the significant unobservable inputs for these other assets and liabilities is similar in nature to that described in the
preceding table. The valuation techniques and significant unobservable inputs used in the fair value measurement for
the more significant assets measured at estimated fair value on a nonrecurring basis and determined using significant
unobservable inputs (Level 3) are summarized in “— Nonrecurring Fair Value Measurements.”
The following tables summarize the change of all assets and (liabilities) measured at estimated fair value on a
recurring basis using significant unobservable inputs (Level 3):

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

Fixed Maturity Securities

U.S

. . State and
U.S. Foreign TreasuryForeign ..
& yrorelg MBS Political CMBS ABS
Corporate Corporate and Government o
Subdivision
Agency

(In millions)
Three Months Ended June 30, 2015
Balance, beginning of period $7,321 $6408 $— $ 1,384 $4,545 $2 $644 $2,453
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income 5 3 — 4 29 — — 2
Net investment gains (losses) 17 5 — — 12 — — —
Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —

OCI 297 ) (110 ) — (27 ) 16 — 1 4 )
Purchases (3) 336 271 55 88 453 55 84 681
Sales (3) (325 ) 213 ) — (20 ) (331 ) — S0 ) 67 )

Issuances (3) — — — — — — — —
Settlements (3) — — — — — — — —
Transfers into Level 3 (4) 166 86 — 10 6 — 58 89
Transfers out of Level 3 (4) 90 ) (63 ) — (103 ) 594 ) (2 ) (8 ) (1,001)
Balance, end of period $7,133 $6,387 $55 $ 1,336 $4,136 $ 55 $729 $2,153
Changes in unrealized gains

(losses) included in net income

(loss): (5)

Net investment income $4 $3 $— $4 $29 $ — $— 52
Net investment gains (losses) $— $— $— $— $a ) $— $—  $—
Net derivative gains (losses) $— $— $— $ — $— $ — $—  $—
Policyholder benefits and claims ~ $— $— $— 5 — $— $— $—  $—
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Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Equity Securities FVO and Trading Securities
FVO

Non- . - FVO FVO Residential
Actively Contractholder- ..
Commonedeemable General . SecuritiesShort-term Mortgage
Traded directed
Stock Preferred Sec r.t.A(:count Unit-linked Held by InvestmentsLoans -
Stock UG curities CSEs FVO
Investments
(In millions)
Three Months Ended June 30,
2015
Balance, beginning of period $94  $244 $10  $89 $ 412 $10 $ 1,358 $329

Total realized/unrealized gains

(losses) included in:

Net income (loss): (1), (2)

Net investment income — — — (1 ) (2 ) — 2 @ )
Net investment gains (losses) 2 — — — — — — —

Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —

OClI — 2 ) — — — — (1 ) —
Purchases (3) 40 2 8 1 65 — 1,702 45

Sales (3) S5 ) @As )y 4 ) ( ) (121 ) — (975 ) (23 )
Issuances (3) — — — — — — — —
Settlements (3) — — — — — — — 4 )
Transfers into Level 3 (4) 27 104 — — 52 — — —
Transfers out of Level 3 (4) (1 ) (1 ) 1 ) — 42 ) — 277 ) —
Balance, end of period $157 $332 $13  $88 $ 364 $10 $ 1,809 $345

Changes in unrealized gains
(losses) included in net income

(loss): (5)

Net investment income $— $— $— $a ) $G65 ) $— $1 $Q2 )
Net investment gains (losses) $—  $— $— $— $ — $— $ — $—

Net derivative gains (losses) $—  $— $— $— $ — $— $ — $—
Policyholder benefits and claims $—  $ — $— $— $ — $— $ — $—
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Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Net Derivatives (6)
Foreign Long-term
Interest Currency .. Equity Net Separate Debt of Trading
redit Embedded  Account e
Rate  Exchange Market Derivatives (7Assets (8) CSEs — Liabilities
Rate FVO
(In millions)
Three Months Ended June 30,
2015
Balance, beginning of period $69 $(67 ) $10 $(357 ) $ 278 $2,056 $(12 ) $—
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income — — — — — — — —
Net investment gains (losses) — — — — — (30 ) — —
Net derivative gains (losses) (8 ) (15 )y (1) 22 780 — — —
Policyholder benefits and claims  — — — — 43 ) — — —
oClI 20 H) ) — — 21 — — —
Purchases (3) — — — 4 — 153 — 4 )
Sales (3) — — — — — (83 ) — —
Issuances (3) (1 ) — — — — — — —
Settlements (3) 22 )7 — 8 (195 ) ( ) — —
Transfers into Level 3 (4) — — — — — — — —
Transfers out of Level 3 (4) — — — — — (170 ) — —
Balance, end of period $18 $(76 ) $9  $(323 ) $ 841 $1,925 $(12 ) $¢&4 )
Changes in unrealized gains
(losses) included in net income
(loss): (5)
Net investment income $— $— $— $— $ — $— $— $—
Net investment gains (losses) $— $— $— $— $ — $— $ — $—
Net derivative gains (losses) $— $(13 ) $2 ) $22 $ 765 $— $— $—
Policyholder benefits and claims ~ $— $— $— $— $ 42 ) $— $— $—
67
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7. Fair Value (continued)

Three Months Ended June 30,
2014

Balance, beginning of period
Total realized/unrealized gains
(losses) included in:

Net income (loss): (1), (2)

Net investment income

Net investment gains (losses)
Net derivative gains (losses)
Policyholder benefits and claims
OClI

Purchases (3)

Sales (3)

Issuances (3)

Settlements (3)

Transfers into Level 3 (4)
Transfers out of Level 3 (4)
Balance, end of period
Changes in unrealized gains
(losses) included in net income
(loss): (5)

Net investment income

Net investment gains (losses)
Net derivative gains (losses)
Policyholder benefits and claims

68

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Fixed Maturity Securities

U.S. Foreign
Corporate Corporate

(In millions)

$7,378  $6,501
4 (1

7 @3

108 339
487 394
455 ) (323
253 223
413 ) (518
$7,369 $6,612
$2 $2
$— $(2
$— $—
$— $—

ceasu Foreign
Y Government

and Agency

$ 45 $ 1,545

— 96
— 91
301 118
(26 ) (96
— 284
— (184
$ 320

$ — $1
$ — $ —
$ — $ —
$ — $ —

$ 1,672

MBS

$3,439

25

81
802
(209 )

(193 )
$3,945

State and

Political CMBS ABS
Subdivision

$ 21 $682 $2,800
— — 1

— @ )@ )
2 15 1,616
— B4 ) 259 )
12 — 121

— (60 ) 492 )
$ 35 $595 $3,786
$ — $—  $—

$ — $— $—
$— $— $—
$— $— $—
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Equity Securities FVO and Trading Securities

Non- VO FVO FVO Residential
Commonedeemabl ActlvelyG ContraCthOIderSecurltles Short-term Mortgage
T ade d directed
Stock Preferred it t U itlinked Held by InvestmentsLoans -
Stock ‘és CSEs FVO
Investments

(In millions)
Three Months Ended June 30,
2014
Balance, beginning of period $203  $441 $11  $29 $ 624 $11 $ 1,032 $352
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income — — — 11 6 — 1 8
Net investment gains (losses) 2 H)ya ) — — — — — —
Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —
oClI 40 15 — — — — — —
Purchases (3) 24 — 19 — 281 — 212 24
Sales (3) 2 ) — 2 ) — (270 ) — (461 ) 3 )
Issuances (3) — — — — — — — —
Settlements (3) — — — — — — — (14 )
Transfers into Level 3 (4) 2 — — 69 37 — — —
Transfers out of Level 3 (4) (79 ) a9 ) 8 ) — (107 ) — (538 ) —
Balance, end of period $186 $263 $20 $109 $ 571 $11 $ 246 $ 367
Changes in unrealized gains
(losses) included in net income
(loss): (5)
Net investment income $— $— $— $11 $ 15 $— $1 $8
Net investment gains (losses) $2 ) $@3 ) $—  §— $ — $— $ — $—
Net derivative gains (losses) $—  $— $— $— $ — $— $ — $—
Policyholder benefits and claims $—  $ — $— $— $ — $— $ — $—
69
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Net Derivatives (6)
Foreign Net Separate Long-term
Interest Currency cedit Equity  Embedded Account Debt of Trading
Rate Exchange Market  Derivatives Assets (8) CSEs — Liabilities
Rate (7 FVO

(In millions)
Three Months Ended June 30, 2014
Balance, beginning of period $56 $(13 ) $20 $(356 ) $980 $1,730 $(15 ) $—
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income — — —

Net investment gains (losses) — — — — — 21 — —
Net derivative gains (losses) 9 6 2 ) @5 ) 255 — — —
Policyholder benefits and claims — — — 2 — — —
OClI 11 1 — — (18 ) — — —
Purchases (3) — — — 4 — 131 — —
Sales (3) — — — — — (104 ) — —
Issuances (3) — — a1 ) — — 58 — —
Settlements (3) 40 ) 3 — — (205 ) (27 ) — —
Transfers into Level 3 (4) — — — — — 4 — —
Transfers out of Level 3 (4) — — — — — (122 ) — —
Balance, end of period $36 $3 ) $17 $(395 ) $1,020 $1,691 $(15 ) $—
Changes in unrealized gains (losses)

included in net income (loss): (5)

Net investment income $— $— $— $— $— $— $— $—
Net investment gains (losses) $— $— $— $— $— $— $ — $ —
Net derivative gains (losses) $a1 ) $4 $(1 ) $¢@6 ) $262 $— $— $—
Policyholder benefits and claims $— $— $— $2 $8 $— $ — $ —
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Fixed Maturity Securities

U.S.
U.S Foreign Treasury Foreign State and
£ ty roreig MBS Political CMBS ABS
Corporate Corporate and Government o
Subdivision
Agency

(In millions)
Six Months Ended June 30, 2015
Balance, beginning of period $6,942 $6490 $— $ 1,311 $4,383 $ — $765 $2,244
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income 8 13 — 7 57 — — 4 )
Net investment gains (losses) 17 5 — — 14 — — 3 )
Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —

OCI 235 ) 254 ) — (24 ) ) — @ ) ar )
Purchases (3) 686 403 55 145 863 55 85 1,075
Sales (3) 437 ) 261 ) — (31 ) (833 ) — (103 ) (247 )

Issuances (3) — — — — _ — _ _
Settlements (3) — — — — — — _ _

Transfers into Level 3 (4) 247 117 — 209 7 — 66 104
Transfers out of Level 3 (4) (95 ) (126 ) — (281 ) (651 ) — 77 ) (999 )
Balance, end of period $7,133 $6,387 $55 $ 1,336 $4,136 $ 55 $729 $2,153

Changes in unrealized gains
(losses) included in net income

(loss): (5)

Net investment income $6 $10 $— $7 $56 $ — $—  $¢4 )
Net investment gains (losses) $— $— $— $ — $aA ) $— $—  $—
Net derivative gains (losses) $— $— $— $— $— $— $— $—
Policyholder benefits and claims ~ $— $— $— $ — $— $— $—  $—
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Equity Securities FVO and Trading Securities

Non- . -FVO Fvo FVO Residential
Activel Contractholderx ..
Commonedeemable General SecuritiesShort-term Mortgage
Traded directed
Stock Preferred Sec r.t.AS(:(:ount Unit-linked Held by InvestmentsLoans -
Stock YIS curities, CSEs FVO
Investments
(In millions)
Six Months Ended June 30,
2015
Balance, beginning of period $95  $250 $5 $ 95 $ 455 $12 $ 336 $ 308

Total realized/unrealized gains

(losses) included in:

Net income (loss): (1), (2)

Net investment income — — — (1 ) (25 ) — 2 20
Net investment gains (losses) — — — — — — — —
Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —

OClI 4 8 ) — — — — (1 ) —
Purchases (3) 43 5 8 1 89 — 1,822 104
Sales (3) @ ) s ) — 7 ) (196 ) (1 ) (60 ) (71 )
Issuances (3) — — — — — — — —
Settlements (3) — — — — — — — (16 )
Transfers into Level 3 (4) 26 106 — — 53 — — —
Transfers out of Level 3 (4) 3 ) (® ) — — (12 ) (1 ) (290 ) —
Balance, end of period $157 $332 $13 ¢ 88 $ 364 $10 $ 1,809 $345

Changes in unrealized gains
(losses) included in net income

(loss): (5)

Net investment income $—  $— $— $a ) $ @8 ) $— $1 $ 20
Net investment gains (losses) $—  $— $— $— $ — $— $ — $—
Net derivative gains (losses) $— $— $— $— $ — $— $ — $—
Policyholder benefits and claims $—  $ — $— $— $ — $— $ — $—
72

115



Edgar Filing: METLIFE INC - Form 10-Q

Table of Contents

MetLife, Inc.

Notes to the Interim Condensed Consolidated Financial Statements (Unaudited) — (Continued)
7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Net Derivatives (6)
Foreign Long-term
Interest Currency redit Equity gribe dded iii irjrti Debt of Trading
Rate  Exchange Market CSEs — Liabilities

Rate Derivatives (7Assets (8)

(In millions)

FVO

Six Months Ended June 30, 2015

Balance, beginning of period $63 $(68 ) $12 $(307 ) $ 430 $1,922 $(13 ) $—
Total realized/unrealized gains

(losses) included in:

Net income (loss): (1), (2)

Net investment income — — — — — — — —

Net investment gains (losses) — — — — — 5 — —
Net derivative gains (losses) (8 ) (28 ) 3 ) (@30 ) 808 — — —
Policyholder benefits and claims  — — — 1 (19 ) — — —
oClI & ) 1 — — 19 — — —
Purchases (3) — — — 4 — 310 — 4 )
Sales (3) — — — — — (201 ) — —
Issuances (3) (1 ) — — — — 1 — —
Settlements (3) 31 ) 19 — 9 (397 ) (2 ) 1 —

Transfers into Level 3 (4) — — — — — — — —
Transfers out of Level 3 (4) — — — — (110 ) — —
Balance, end of period $18 $(76 ) $9  $(323 ) $ 841 $1925 $(12 ) $¢4 )
Changes in unrealized gains

(losses) included in net income

(loss): (5)

Net investment income $— $— $— $— $ — $— $— $—
Net investment gains (losses) $— $— $— $— $ — $— $ — $—
Net derivative gains (losses) $— $44 ) $3) $B0 ) $ 787 $— $— $—
Policyholder benefits and claims ~ $— $— $—  $1 $ (17 ) $— $— $—
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7. Fair Value (continued)

Six Months Ended June 30, 2014
Balance, beginning of period
Total realized/unrealized gains
(losses) included in:

Net income (loss): (1), (2)

Net investment income

Net investment gains (losses)
Net derivative gains (losses)
Policyholder benefits and claims
OClI

Purchases (3)

Sales (3)

Issuances (3)

Settlements (3)

Transfers into Level 3 (4)
Transfers out of Level 3 (4)
Balance, end of period

Changes in unrealized gains
(losses) included in net income
(loss): (5)

Net investment income

Net investment gains (losses)
Net derivative gains (losses)
Policyholder benefits and claims

74

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Fixed Maturity Securities

U.S Foreign e Foreion State and
C(.) .orate Co frate Treasury Govefnment MBS Political CMBS ABS
P P and Agency Subdivision

(In millions)

$7,148 $6,704 $ 62 $ 2,235 $2,957 $10 $972  $4.210

4 — 98 35 — — 5

— a ) — (4 ) 8 — — (38 )
268 298 — (77 ) 68 1 (32 ) 63

863 716 301 179 1,176 2 61 2,098
(562 ) (240 ) (1 ) (109 ) 377 ) — 172 ) (567 )
464 517 — 312 146 32 11 548

816 ) (1,386 ) (42 ) (962 ) (68 ) (10 ) (245 ) (2,533 )
$7,369 $6,612 $ 320 $ 1,672 $3,945 $35 $595 $3,786

$2 $7  $—  $3 $24 $—  $— $—
$7 )s@ ) $—  $— S ) $—  $—  $—
S—  $—  $—  $— s—  $—  $—  $—
S—  $—  $—  $— s—  $—  $s—  $—
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Equity Securities FVO and Trading Securities

Non- . . FVO FVO FVO Residential
CommonedeemableACtlvelyGeneral ContraCthOIderSecurities Short-term Mortgage
Traded directed
Stock Preferred SecuritiAccoun‘[ Unit-linked Held by InvestmentsLoans -
Stock %gecurities CSEs FVO
Investments

(In millions)
Six Months Ended June 30,
2014
Balance, beginning of period $177  $395 $12  $29 $ 603 $— $ 254 $ 338
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income — — — 11 12 — 1 11
Net investment gains (losses) 2 H)a@a ) — — — — — —
Net derivative gains (losses) — — — — — — — —
Policyholder benefits and claims — — — — — — — —
OClI 43 14 — — — — (1 ) —
Purchases (3) 21 — 20 — 318 — 192 51
Sales (3) (14 ) — S ) — (368 ) (1 ) (76 ) (8 )
Issuances (3) — — — — — — — —
Settlements (3) — — — — — — — (25 )
Transfers into Level 3 (4) 40 — — 69 27 12 — —
Transfers out of Level 3 (4) (79 ) (143 )y (7 ) — (21 ) — 124 ) —
Balance, end of period $186 $263 $20 $109 $ 571 $11 $ 246 $ 367
Changes in unrealized gains
(losses) included in net income
(loss): (5)
Net investment income $— $— $— $11 $ 14 $— $1 $11
Net investment gains (losses) $2 ) $@3 ) $—  $— $ — $(1 ) $ — $—
Net derivative gains (losses) $— $— $— $— $ — $— $ — $—
Policyholder benefits and claims $—  $ — $— $— $ — $— $ — $—
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7. Fair Value (continued)

Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Net Derivatives (6)
Foreign Net Separate Long-term
Interest Currency cedit Equity = Embedded Account Debt of  Trading
Rate Exchange Market  Derivatives Assets (8) CSEs — Liabilities
Rate (7 FVO

(In millions)
Six Months Ended June 30, 2014
Balance, beginning of period $13 $(11 ) $29 $317 ) $1,258 $1465 $28 ) $—
Total realized/unrealized gains
(losses) included in:
Net income (loss): (1), (2)
Net investment income — — — — — — — —

Net investment gains (losses) — — — — — 65 — —
Net derivative gains (losses) 15 8 9 ) 87 ) 160 — — —
Policyholder benefits and claims — — — 6 23 — — —
OClI 49 — — (1 ) (24 ) — — —
Purchases (3) — — — 4 — 348 — —
Sales (3) — — — — — (192 ) — —
Issuances (3) — — 3 ) — — 82 — —
Settlements (3) 41 ) — — — (397 ) (28 ) 13 —
Transfers into Level 3 (4) — — — — — 2 — —
Transfers out of Level 3 (4) — — — — — (51 ) — —
Balance, end of period $36 $3 ) $17 $@395 ) $1,020 $1,691 $(15 ) $—

Changes in unrealized gains (losses)
included in net income (loss): (5)

Net investment income $— $— $— $— $— $— $— $—
Net investment gains (losses) $— $— $— $— $— $— $ — $—
Net derivative gains (losses) $— $7 $(7) $87 ) $168 $— $ — $—
Policyholder benefits and claims $— $— $— $6 $24 $— $— $—

Amortization of premium/accretion of discount is included within net investment income. Impairments charged to

net income (loss) on securities are included in net investment gains (losses), while changes in estimated fair value

of residential mortgage loans - FVO are included in net investment income. Lapses associated with net embedded

derivatives are included in net derivative gains (losses).

Interest and dividend accruals, as well as cash interest coupons and dividends received, are excluded from the

rollforward.

Items purchased/issued and then sold/settled in the same period are excluded from the rollforward. Fees attributed

to embedded derivatives are included in settlements.

Gains and losses in net income (loss) and OCI are calculated assuming transfers into and/or out of Level 3 occurred

(4)at the beginning of the period. Items transferred into and then out of Level 3 in the same period are excluded from

the rollforward.

( 5)Changes in unrealized gains (losses) included in net income (loss) relate to assets and liabilities still held at the end
of the respective periods.

(6)Freestanding derivative assets and liabilities are presented net for purposes of the rollforward.

ey

2
3)
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(7)Embedded derivative assets and liabilities are presented net for purposes of the rollforward.

Investment performance related to separate account assets is fully offset by corresponding amounts
credited to contractholders within separate account liabilities. Therefore, such changes in estimated fair
value are not recorded in net income. For the purpose of this disclosure, these changes are presented within
net investment gains (losses).

®)
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7. Fair Value (continued)

Fair Value Option
The following table presents information for certain assets and liabilities accounted for under the FVO. These assets
and liabilities were initially measured at fair value.

Certain Assets

Jesidential Monease and Liabilities
of CSEs — FVO (1)
June 30, December 31, June 30, December 31,
2015 2014 2015 2014
(In millions)
Assets
Unpaid principal balance $482 $436 $208 $223
Di.ffe.rence between estimated fair value and unpaid (137 ) (128 ) 58 57
principal balance
Carrying value at estimated fair value $345 $308 $266 $280
Loans in non-accrual status $141 $125 $— $—
Liabilities
Contractual principal balance $141 $159
Difference between estimated fair value and contractual
incipal balance Y ) @ )
principa
Carrying value at estimated fair value $134 $151

These assets and liabilities are comprised of commercial mortgage loans and long-term debt. Changes in estimated
fair value on these assets and liabilities and gains or losses on sales of these assets are recognized in net investment
gains (losses). Interest income on commercial mortgage loans held by CSEs — FVO is recognized in net investment
income. Interest expense from long-term debt of CSEs — FVO is recognized in other expenses.

Nonrecurring Fair Value Measurements

The following table presents information for assets measured at estimated fair value on a nonrecurring basis during the
periods and still held at the reporting dates (for example, when there is evidence of impairment). The estimated fair
values for these assets were determined using significant unobservable inputs (Level 3).

ey

Three Months Six Months
At June 30, Ended Ended
June 30, June 30,
2015 2014 2015 2014 2015 2014
Carrying Value After Gains (Losses)
Measurement
(In millions)
Mortgage loans (1) $97 $146 $— $(1 ) $4 $2 )
Other limited partnership interests (2)  $36 $69 $(8 ) $(35 ) $(19 ) $(37 )

Estimated fair values for impaired mortgage loans are based on independent broker quotations or valuation models

using unobservable inputs or, if the loans are in foreclosure or are otherwise determined to be collateral dependent,

are based on the estimated fair value of the underlying collateral or the present value of the expected future cash

flows.

(2)For these cost method investments, estimated fair value is determined from information provided in the financial
statements of the underlying entities including NAV data. These investments include private equity and debt funds
that typically invest primarily in various strategies including domestic and international leveraged buyout funds;

ey
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power, energy, timber and infrastructure development funds; venture capital funds; and below investment grade
debt and mezzanine debt funds. Distributions will be generated from investment gains, from operating income
from the underlying investments of the funds and from liquidation of the underlying assets of the funds. It is
estimated that the underlying assets of the funds will be liquidated over the next two to 10 years. Unfunded
commitments for these investments at both June 30, 2015 and 2014 were not significant.
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7. Fair Value (continued)

Fair Value of Financial Instruments Carried at Other Than Fair Value
The following tables provide fair value information for financial instruments that are carried on the balance sheet at
amounts other than fair value. These tables exclude the following financial inst